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CHAPTER

STRUCTURE OF DEPARTMENT

The structure of the department reflects the pro-
grams which it administers. These are as

follows -
PROGRAM BRANCH
Provision of budgetary Budget,
and economic advice. Capital Works,
Economic.
Maintenance and Accounting,
development of Systems.
accounting policies,
Administration and State Taxation.
enforcement of State
taxation legislation.
Management of State SAFA
Govemment borrowing
and investment
activities.
Administration of Superannuation
superannuation schemes. Corporate Services.
Management of SASFIT
superannuation fund
investment activities.
Provision of actuarial Public Actuary.
advice
Support Services. Corporate Services,
Executive
Management.

For budget purposes the Executive Management
group comprises the Under Treasurer, the two
Deputy Under Treasurers and their secretaries.

The essential functions of the Budget Branch are
to advise the Treasurer and Cabinet on appropriate
revenue, expenditure and borrowing targets, to
provide analysis of agency budget bids and spend-

ing bids outside the Budget process, to coordinate
the preparation of the State budget and to report
regularly to the Treasurer during the year on prog-
ress against budget targets. In addition, the Bud-
get Branch has an important role to play in
advising on developments in Commonwealth-
State financial relationships, which have a major
impact on the South Australian budget.

The functions of the Capital Works Branch are
very similar to those of the Budget Branch. Re-
flecting its different focus, there is rather more
emphasis on the preparation of guidelines for
future years and on monitoring the analytical tech-
niques used by agencies to evaluate projects. The
branch works in conjunction with the Capital
Works Budget Committee which reports to the
Treasurer.

The Economic Branch provides an advisory ser-
vice to the Government through the preparation of
briefings on a wide range of economic data as it
becomes available. It also provides a monthly
report on the latest international, national and
local trends and conducts a monthly employment
survey of major South Australian businesses. It
contributes towards the development of the eco-
nomic assumptions on which budget estimates are
formulated.

The function of the Accounting Branch is to
maintain the Government’s central accounting re-
cords, to ensure that all expenditure is in accor-
dance with legal appropriation authority and to
produce the Government’s financial statements.
The Branch is responsible for the maintenance of
the computerised Treasury Accounting System
which provides the foundation for these activities.

The main function of the Accounting Policy &
Systems Branch is to ensure that the Treasury
Accounting System is progressively modified to
accommodate the latest enhancements and to ed-
ucate departments to use the system to its full
capability. It is also the responsibility of the
branch to advise on the implications for Govern-
ment accounting of other major systems develop-
ments within the Government and to coordinate
the development of systems within Treasury. Pri-




mary responsibility for accounting policy issues
resides with the Accounting Policy & Systems
Branch but the Accounting Branch also contrib-
utes towards the development of accounting pol-
icy.

The State Taxation Office is responsible for the
administration of most major state taxation legis-
lation. It is required to monitor compliance with
the legislation and to ensure that taxpayers meet
their legal obligations. The Office also contributes
to the development of taxation policy and to the
preparation of tax legislation with particular ref-
erence to the development of measures to over-
come tax avoidance and evasion.

The SAFA Branch has two main responsibili-
ties:- '

. the administration and operation of the
South Australian Government Financing
Authority (SAFA)

. the administration of the Australian Loan
Council guidelines relating to State public
sector borrowings.

The Branch can be regarded as fulfilling the
same role for the State public sector as a corporate
Treasury department would for a large corpora-
tion, It provides practically all the capital funds
for the State’s statutory authorities and a major
proportion of the State Government’s capital
fundsrequired through the Consolidated Account,

The Superannuation Branch administers the two
State Superannuation Schemes, which are volun-
tary schemes open to most Government employ-
ees and to staff of certain statutory authorities.

The SASFIT Branch is required to manage, con-
trol and invest the funds of the South Australian
Superannuation Fund in accordance with the di-
rections provided by the trustees of the South
Australian Superannuation Fund Investment
Trust, The Branch is also required to manage the
Police Pensions Fund pursuant to the provisions
of the Police Superannuation Act.

The Public Actuary’s Branch provides actuarial

and policy advice on superannuation, general in-
surance, life insurance and related matters. The
Superannuation Policy and Management Unit co-
ordinates superannuation activity in the public
sector, advises the Government on superannua-
tion policy, monitors existing schemes and ser-
vices the interdepartmental Superannuation Task
Force. The Insurance and Risk Management Unit
services the interdepartmental committee set up to
rationalise existing insurance arrangements in the
public sector and pays claims for fire damage to
Government buildings and other insurance claims
in excess of agreed limits,

The main function of the Corporate Services
Branch, is to provide a service to all other sections
of the Department on matters such as accommo-
dation, supply, transport, keyboard and reception,
correspondence and personnel. In addition, the
Branch provides a Ministerial office service to the
portfolios of the Treasurer and Minister of Fi-
nance by handling matters relating to the admin-
istration of certain Acts such as the Unclaimed
Moneys Act, the Lottery and Gaming Act and the
Rural Advances Guarantee Act and by facilitating
dealings between the Ministers and the major
statutory authorities for which they are responsi-
ble.

The Branch also administers the Public Sector
Employees Superannuation Scheme which pro-
vides benefits to all Government and statutory
authority employees in accordance with an agree-
ment negotiated between the Government and the
United Trades and Labor Council as aresult of the
3% national productivity claim.

The Branch regulates the conduct of small lot-
teries under the Lottery and Gaming Act and
collections undertaken pursuant to the Collections
for Charitable Purposes Act.

Table I shows expenditure incurred by each
branch during 1989/90.

Table IT shows the number of officers employed
in each branch of Treasury in each month of
1989/90.




Table 1: ACTUAL 1989/90 EXPENDITURE BY BRANCH

SALARIES AND GOODS AND BRANCH

BRANCH RELATED PAYMENTS SERVICES TOTAL
$ $ $

Executive Management . . . . . . . . . 280,940 28,512 309,452
Accounting Operations . . . . . . . . . 533,567 1,221,759 1,755,326
Administration . . . . . . .. ... 528,166 1,629,165 2,157,331
Budget . . . . ... ... 1,037,373 152,008 1,189,381
Capital Works . . . . . . . ... ... 247,331 12,434 259,765
EconomicBranch . . . . ... ... . 168033 28,592 196,625
PublicActuary . . . . . . . . . . ... 465,396 296,380 761,776
Public Sector Superannuation Unit . . . . . 148,930 31,765 180,695
Superannuation . . . . ... ... 702,134 409,332 1,111,466
Accounting Policy and Systems . . . . . . 701,886 259,889 961,775
State Taxation Office . . . . . . . .. 3,936,490 1,381,913 5,318,403
SAFA . . . .. .. .00 2,418,674 4,586,089 7,004,763
SASFIT . . . . . .+ v v v v v v 559,441 177,820 737,261
SmallLotteries . . . . . . . . « . . .. 109,809 169,111 278,920
Departmental Total . . . . . . . . .. 11,838,170 10,384,769 22,222 939
Source of Funds
Appropriated from Consolidated Account . . . . . . . . . .. o000 14,201,995
SAFADeEpoSit ACCOUNE . . . v v v v v v v v e e e e e e e e e e 7,004,763
SASFIT Deposit ACCOUnt . . . v v v v o v v v v o v e e e e e e 737,261
Treasury Working ACCOUNt . . . . . . . v v v e e e e e e e e e 278,920
Notes

1. Administration - Salaries and Related Payments - includes $ 160,993 for Terminal Leave.

2. Administration - Goods and Services - includes $ 1,426,775 for Accommodation and Services.
3. Accounting Operations - Goods and Services - includes $ 1,030,527 for ADP Expenditure.

4. Accounting Policy and Systems - Goods and Services - includes $ 27,336 for ADP Expenditure.




Table 2 : Treasury Department Employment Statistics 1989/90

DIVISION/
BRANCH/SECTION

TREASURY OFFICE -
Executive Managment
Accounting Operations
Administration

Capital Works
Economic Branch
Public Actuary
Superannuation
Public Sector
Superannuation
Accounting Policy

and Systems

SUB-TOTAL

STATE TAXATION . ..

SUB-TOTAL

DEPOSIT FUNDED

SAFA. ........

S.AS.FLT.

.....

e

TOTALFE.T.E.

GOODS & SERVICES
Casino Supervisory
Authority

Programmers

State Computing . .

--------

.........

.....

o e

D

......

......

FTE
Average F T.E, Full Time Equivalents Target
Budget Actual Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun For
30/6/90

. 6.0 64 60 60 60 60 60 60 60 70 70 70 70 170 6.0
165 158 155 155 155 155 155 155 145 165 165 165 165 165 175
. 140 132 140 150 160 140 150 140 120 11.0 110 120 120 120 140
. 255 237 21.0 200 21.0 220 220 23.0 240 250 250 250 280 280 280
..70 56 60 60 60 50 50 50 60 60 50 50 60 60 7.0
.. 45 38 45 45 45 45 45 35 45 25 25 35 35 35 4.5
. 100 9.5 100 100 100 100 100 10:0 100 88 88 88 88 88 100
. 262 239 250 250 250 230 230 22.0 23.0 23.0 240 240 246 256 250
.40 53 40 40 40 40 50 60 50 S50 60 60 70 170 4.0
. 203 171 120 120 120 130 13.0 13.0 13.0 23.0 23.0 230 240 240 280
1340 1243 118.0 118.0 120.0 117.0 119.0 118.0 118.0 127.8 128.8 130.8 137.4 138.4 144.0
136.6 136.6 136.3 136.3 133.3 132.9 135.1 139.1 134.1 137.5 135.1 138.5 140.1 140.7 136.6
.270.6 2609 254.3 254.3 253.3 249.9 254.1 257.1 252.1 265.3 263.9 269.3 277.5 279.1 280.6
. 527 557 550 540 560 560 550 57.0 550 57.0 552 542 562 572  S27
...80 110 90 90 90 90 110 110 120 120 13.0 130 120 120 8.0
.. 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30
..3343  330.6 321.3 3203 321.3 317.9 323.1 328.1 322.1 337.3 335.1 339.5 348.7 351.3 3443
... 14 15 15 15 15 15 15 15 15 15 15 15 15 15 14
3.0 10 1.0 10 10 10 10 10 10 10 10 10 1.0 1.0 30
. .338.7 333.1 323.8 322.8 323.8 320.4 325.6 330.6 324.6 339.8 337.6 342.0 351.2 353.8 348.7




MINISTERIAL PORTFOLIO RESPONSIBILITIES

OF THE TREASURER
‘ : , ACTS ADMINISTERED BY THE
STATE BANK OF SA TREASURER
Provide Savings and Trading Bank ser- . Amending Financial Agreement Acts 1944
vice to the community. As the
) . . & 1966
Treasurer’s agent, administer certain
Acts providing loans for particular pur- . Appropriation Acts
poses. ‘
. Financial Agreement Act 1927
g&ig\glaNG AU?‘HTORITY - Government Financing Authority Act 1982

Act as a central borrowing authority for

the SA Public Sector. Engage in other » Govemors’ Pensions Act 1976

activities relating to the finances of the . Judges’ Pensions Act 1971

Government and semi-Government au-

thorities. . Lottery & Gaming Act 1936
LOTTERIES COMMISSION OF SA . Public Finance and Audit Act 1987

Promote and conduct lotterics. . State Bank of South Australia Act 1983

STATE GOVERNMENT . State Government Insurance Commission
INSURANCE COMMISSION Act 1970

Undertake general and life insurance

business. Operate the Compulsory Third . State Lotteries Act 1966

Party (Bodily Injury) Scheme.

. Supplementary Financial Agreement (Sol-
ider Settlement Loans) Act 1934

+ Supply Acts

. Treasurer’s Incorporation Act 1949




MINISTERIAL PORTFOLIO RESPONSIBILITIES

OF THE MINISTER OF FINANCE
‘ ACTS ADMINISTERED BY THE
CASINO SUPERVISORY AUTHORITY MINISTER OF FINANCE
Supervise the operation of the licensed . Advances to Settlers Act 1930
casino
. Benefit Associations Act 1958
SA SUPERANNUATION BOARD , )
Administer State Superannuation - Business Franchise (Petroleum Products
Schemes Act 1979
SA SUPER ATION . Casino Act 1983
INVESTMENT TRUST _ . Collections for Charitable Purposes Act
Manage and invest employee contribu- 1939

tions to the SA Superannuation Fund )
. Financial Institutions Duty Act 1983

. Friendly Societies Act 1919

. Gift Duty Act 1968

- Homes Act 1941

. Housing Loans Redemption Fund Act 1962

- Interest on Crown Advances & Leases Act
1944

. Land Tax Act 1936

. Loans for Fencing & Water-Piping Act
1938

. Loans to Producers Act 1927

. Parliamentary Superannuation Act 1974
. Pawnbrokers Act 1888

. Pay-Roll Tax Act 1971

. Police Superannuation Act 1990

- Rural Advances Guarantee Act 1963

. Stamp Duties Act 1923

. Student Hostels (Advances) Act 1961

» Succession Duties Act 1929

. Superannuation Act 1988

. Taxation (Reciprocal Powers) Act 1989
. Tobacco Products (Licensing) Act 1986
. Unclaimed Moneys Act 1891




LEGISLATIVE MEASURES 1989/90

Appropriation Act 1989 (57/89)
Gave effect to the Government’s budget

proposals for 1989/90.
Assented to: 26/10/89
Date of operation: 1/7/89

Land Tax Act Amendment Act 1989 (48/89)
Reduced rates of tax and provided for re-
bates of tax for 1989/90. The amend-
ments also provided for lessees of shack
sites to come within the class of persons
deemed to be "owners" for the purposes

of the Land Tax Act.
Assented to: 31/8/39
Date of Operation: 30/6/89

Payroll Tax Act Amendment Act-1989 (46/89)
Extended exemption for Australian
Traineeship System trainees and raised
the exemption levels,

Assented to: 31/8/89

Date of Operation: 1/7/89

Police Superannuation Act (39/90)
This Act repealed the Police Pensions
Act 1971. The Act closed the existing
Pension Scheme to new entrants and re-
structured the scheme. A new lump sum
scheme was also established for new po-

lice officers.
Assented to: 10/5/90
Date of operation; 1/6/90

Stamp Duties Act Amendment Act (No 2) 1989

(52/89

To counter avoidance and raise the first
home stamp duty exemption from
$50,000 to $80,000 and to raise the ex-
emption level for rental duty from

$15,000 to $24,000.
Assented to: 14/9/89
Date of operation: S3&7-9/8/89

S4&5-1/10/89
Remainder - 21/9/89

Stamp Duties Act Amendment Act (No 3) 1989

(64/89)
Provided for the introduction of a heavy
commercial trailer fee of $150 without loss
of stamp duty revenue and extended the
period of time from 30 days to 90 days in
which a refund can be made of stamp duty
paid on the Registration or Transfer of
Registration of a motor vehicle (where the
vehicle is returned to the dealer from
whom it was acquired).

Assented to: 29/10/89

Date of operation:; 28/3/90

Stamp Duties Act Amendment Act 1990 (4/90)
Provided that an instrument that is exe-

cuted conditionally by one or more par-
ties is liable to duty as if it had been

executed unconditionally.
Assented to; 29/3/90
Date of operation: on assent

Stamp Duties Act Amendment Act (No 2) 1990

(33/90) .
Provided additional concessions for tax-
payers in the area of the registration or
transfer of the registration of motor vehi-
cles, and also made amendments in the

area of contract splitting.
Assented to: 26/4/90
Date of operation: on assent

Stamp Duties Act Amendment (No 3) (36/90)
Provided amendments in relation to the
acquisition of interests in private compa-

nies or schemes.
Assented to: 3/5/90
Date of operation: 24/5/90




Superannuation Act Amendment Act (No 2) 1989

Supply Act (No 1) 1990 (3/90)

(54/89)

Protected the main State Scheme from
Commonwealth Superannuation tax.
The fund supporting the scheme is pro-
tected from tax in terms of Sec 114 of
the Commonwealth Constitution.

Assented to: 19/10/89

Date of operation: on assent
Supply Act (No 2) 1989 (44/89)

Provided appropriation to enable the Pub-

lic Service to carry out its normal func-

tions during the months of September
and October 1989,

Assented to: 31/8/89

Date of operation; on assent

Provide appropriation to enable the Pub-
lic Service to carry out is normal func-
tions during the early months of the

1990/91 financial year.
Assented to: 29/3/90
Date of operation: on assent
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CHAPTER 1II

FINANCIAL AND ECONOMIC

OVERVIEW

ECONOMIC OVERVIEW
(a) International

International economic developments
have a major influence on the performance
of the South Australian and Australian
economies. Conditions have been favour-
able to Australia during the past year with
growth in the OECD and East Asian econ-
omies slowing somewhat but remaining at
sound levels. This kept commodity prices,
and hence Australia’s terms of trade at
good levels although some downturn oc-
curred through the first half of 1990.

In the Australian autumn there were fears
that the global economy might face a pe-
riod of weak growth. The USA had been
running a tight monetary policy designed
to suppress inflationary pressures and then
in March the Japanese authorities imposed
a monetary squeeze to take the steam out
of property and equity prices which were
at extremely high levels. Any sharp slow-
down would have significantly weakened
commodity prices and the Australian dol-
lar,

Since then, those fears have mainly dis-
persed, although other uncertainties re-
main. Japan’s measures to fight inflation
proved less draconian than was at first
feared and the US has moderated its mon-
etary policy as its economy has started to
slow.

Long-term interest rates rose in the major
OECD countries between September 1989
and June 1990. The largest rises were in
Germany and Japan. The unanticipated
developments in Eastern Europe, particu-
larly the prospect of German reunification,
were key factors behind the rise of German
rates, Japanese rates were raised with the
aim of checking inflation and shoring up
the Yen, which had depreciated in defiance
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of Japan’s large trade surplus. These ef-
fects fed through to the US, but rates there
ros¢ to a lesser degree. The monetary
stance in the US was already firm and the
Federal Reserve allowed the dollar to de-
preciate rather than take the chance of
pushing the US economy into recession.

The OECD’s mid 1990 projections are for
growth in its member countries of 2.9% in
1990 and 1991, falling from 3.6% in 1989,
Growth in Japan is forecast at 4.7% for
1990, and for Germany at 3.6%. The USA
appears to be in for the softest of landings
according to the OECD with 2.3% growth
in 1990, down from 3% in 1989. More
recently, some forecasters have become
more bearish, predicting growth of less
than 2%, but weakness there may be offset
be greater than forecast growth in Japan
and Germany.

Inflation is forecast to stabilise at around
4.4% in the OECD area during 1990 and
1991, based on private consumption defla-
tors, Growth in business investment is
forecast to fall significantly from the high
levels of 1988 and 1989, but the capital
stock should continue to grow at reason-
able levels. With most economies running
at high levels of capacity utilisation, this
moderate growth in the capital stock limits
the scope for boosting growth in the me-
dium term,

World trade is forecast to grow by 6-7% in
volume terms during 1990 and 1991. A
protectionist backlash in the United States
against Japan and the industrialising Asian
economies would prevent this, but that
danger seems to have abated at present.

The Uruguay round of the GATT will be
completed late this year., Despite intensive
lobbying from the United States and the
Cairns Group of nations (chaired by Aus-




tralia) to break the impasse on agricultural
protection, the European Community con-
tinues to oppose the idea of reducing pro-
tection significantly.

The United States budget and trade deficits
remain an area of concern. President Bush
hasrecently taken steps to resolve the bud-
get blow-out problem, reneging on his
promise of no tax increases. The task he
faces, however, has been made much more
difficult by the huge dimension of the fi-
nancial problems of the US savings and
loan industry and the fear the significant
spending cuts or higher taxation could
push the US economy into recession.

Outside the OECD, political developments
in Eastern Europe have taken the world by
surprise. With the exception of East Ger-
many, progress towards market economies
is likely to be slow for the Eastern bloc
countries as huge institutional and struc-
tural changes will be required, along with
substantial investment,

The Third World Debt Crisis has receded
as a threat to the stability of the interna-
tional financial system, although there re-
mains a heavy burden on some debtor
countries.

Given the slower growth forceast for the
domestic Australian economy during
1990-91, it is helpful that economic
growth in our trading partners is forecast
to be strong enough to maintain the prices
of most of our main export commodities at
reasonable levels. However, the recent
Middle Eastern developments have pro-
duced a very sharp rise in the price of oil.
If acutback in OPEC production and hence
higher prices are maintained for a signifi-
cant period there will emerge a risk of
stagflation in the US economy (ie lower
economic growth combined with rising in-
flation), This would also impact on other
key industrial economies who are heavily
dependent on imported oil and if sustained
could result in a deterioration in interna-
tional economic conditions in 1990-91,

(b) National

Australia’s Gross Domestic Product
(GDP) during 1989-90 was 3.3% higher in
real terms than in 1988-89. Private con-
sumption spending rose by 4.2%, but pri-
vate capital spending fell by 3.9% with
falls in dwelling and equipment outweigh-
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ing a slight rise in non-dwelling construc-
tion. Govemment capital spending rose
3.9% and consumption spending 2.2%.

Exports rose 6.1% in real terms during
1989-90, while imports rose by 3.6%.

The slowing in Australia’s economic
growth rate under the weight of tight mon-
etary policy through the year, however,
can be seen by comparing seasonally ad-
justed data for the six months to June 1990
with the previous six months. This shows
GDP growth dropping slightly to an an-
nualised rate of 3%, but domestic spending
falling at an annual rate of 0.9% due to a
17% annualised decline in private capital
spending. Exports rose 13% and imports
fell 8% over this period.

After rising by 24% in the two years to
1988-89, Australia’s terms of trade fell by
2.3% during 1989-90. This reflected
weakening commodity prices, especially
in the first quarter of 1990, and a rebound
in import prices after a large fall in 1988-
89.

The trade weighted index of 61.1 for June
1990 was 2.7% higher than its level of a
year earlier. Over the course of 1989-90
the TWI value of the dollar rose to a peak
of 60.8 in November, but then fell slightly
in the first five months of 1990 before
recovering strongly in June. Since the be-
ginning of 1989-90 the Australian dollar
appreciated moderately against the United
States Dollar and sharply against the Jap-
anese Yen, but depreciated strongly
against the West German Mark and by 6%
against the UK Pound.

Australia’s current account deficit for
1989-90 was $21.2 billion, exceeding the
Commonwealth budget estimate of $18.5
billion and 19% higher than the deficit for
1988-90. As a proporition of GDP the
current account deficit rose to 5.9% of
GDP for the first 9 months of 1989-90,
compared with 5.0% for the same period
of 1988-89.

In 1989-90 the merchandise trade deficit
was more than $4.1 billion, an increase of
4% on the previous year. Merchandise
exportsrose 8.8% during 1989-90, slightly
more than the 8.4% rise in imports, but the
trade gap still widened as imports were
increasing from a higher base. Non-rural
exports rose 17% but rural exports fell 6%




due to a 38% decline in wool exports. The
net services deficit rose to $3.7 billion
during 1989-90, 24% higher than during
1988-89. The net income and transfers
deficit rose 23% to $13.4 billion over the
year. This reflected an increase in servic-
ing costs of Australia’s growing foreight
debt.

Australia’s net foreign debt was $124.5
billion at the end of June 1990, 13% higher
than a year earlier. The ratio of net foreign
debt to GDP rose to 33.8% from 32.6% in
1988-89. The ratio of interest payable on
net foreign debt rose to 19.8% of the in-
come earmned from exports of goods and
services from 17% in 1988-89.

Australia’s recent strong employment
growth continued during 1989-90 with av-
erage employment for the year 3.8%
higher than in 1988-89. There was a sig-
nificant slowing in employment growth
during the March quarter 1990, but this
was followed by a surprisingly strong re-
bound in the June quarter. Australian par-
ticipation rates continued to climb strongly
during 1989-90, while the unemployment
rate dropped from an average of 6.6% in
1988-89 t0 6.2% in 1989-90. The weaken-
ing in employment growth during the
March quarter, along with further in-
creases in participation led to a rise in
unemployment in the second half of 1989-
90 of about 0.5 percentage points.

The Federal Budget finished 1989-90 in
surplus by $8.029 billion, about $1.1 bil-
lion lower than was forecast. The actual
result represented 2.2% of GDP, up from
1.8% in 1988-89. Real outlays fell 0.5%
while revenues rose 1.4%. The major rea-
son for the budget surplus not reaching its
forecast level was lower than expected tax
revenues from non-PAYE individuals, su-
perannuation, sales tax and crude oil and
LPG excise. This offset greater-than-ex-
pected revenues from company tax after
the strong company income growth in the
previous year (which is the basis for most
revenues).

(c) South Australia

The South Australian economy again per-
formed reasonably well during 1989-90.
The average level of State employment for
the year was 3.0% higher than in 1988-89,
while the unemployment rate averaged
7.1% for the year compared with 7.9% in
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1988-89. This was the lowest financial
year average unemployment rate since
monthly ABS sample surveys began in
1978. Employment reached new record
levels at the end of 1989-90,

Strong employment growth was recorded
in manufacturing industry through most of
the year. Buoyant new motor vehicle de-
mand throughout Australia boosted em-
ployment and output in that important
sector, Strong growth was also evident in
appliances and equipment employment,
although this sector had started to weaken
towards the end of the year as the rate of
spending growth throughout Australia
slowed.

Although recent declines in job advertise-
ment numbers indicate a weaker employ-
ment outlook, South Australian
advertisements have fallen by the least of
any mainland State, admittedly from a rel-
atively lower peak level.

Private dwelling construction in South
Australia continued to run at good sustain-
able levels of activity during 1989-90
while the non-dwelling sector held up well
due to large projects such as Myer/REMM
and the Entertainment Centre,

Rural production and incomes in the State
were boosted by a doubling in the size of
the wheat crop from 1988-89's weak level,
and also a large increase in barley produc-
tion. The value of South Australia’s min-
eral production also increased
significantly during 1989 calendar year,
due mainly to the increasing importance of
Olympic Dam output of copper, uranium-
oxide and gold. The State’s tourism sector
also showed strong growth during the year,

The outlook for the South Australian econ-
omy in 1990-91 is likely to parallel the
expected slowdown in the national eco-
nomic growth rate. Dwelling construction
in the State has held up quite well, buoyed
in part by the success of HomeStart. The
non-dwelling sector has a weaker outlook,
especially once Myer/REMM is com-
pleted (expected late in 1990). The major
reason of this sector’s weakness is a large
oversupply of office space. Manufactur-
ing production and retail and wholesale
sales activity will be affected by the de-
cline in spending growth throughout Aus-
tralia, but this will be offset to some extent
locally by the Submarine and other de-




fence-related projects. The rural outlook
is also less buoyant, with wheat and barley
production certain to decline from the near
record levels of last financial year and the
prices for wheat and wool are also likely to

be substantially weaker. Despite lower
economic growth South Australia’s per-
formance is likely to be maintained rela-
tive to national trends.
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CHAPTER
MAJOR TRENDS

ITI

AND DEVELOPMENTS

THE BUDGET AND THE ECONOMY

In April 1988 Treasury sought approval to de-
velop program evaluation on a formal basis. It
was our view that unless a formal requirement for
evaluation and review - with some target dates for
achievement built into it - were introduced, most
agencies would continue not to adequately assess
efficiency and effectiveness in terms of program
performance. That would be unfortunate since
Program Performance Budgeting and the Trea-
sury Accounting System are not just presenta-
tional tools, but conjointly provide a powerful and
rational decision-making framework which en-
ables managers to assess program goals and to
monitor and report on how well they are being
achieved. This is a substantial part of the purpose
of PPB and the rationale for much of the invest-
ment and effort that has been put into developing
the Treasury Accounting System.

During 1989/90 work was undertaken in con-
junction with the Office of the Government Man-
agement Board on developing a proposal for a
systematic approach to program evaluation. This
culminated in a minute from the Premier to all
Ministers and Chief Executive Officers asking
them to evaluate, over a five year period, pro-
grams involving at least half of the expenditure of
each agency. Review activity will concentrate on
whether programs are achieving the outcomes
expected of them as well as on the efficiency of
their delivery. Agency managers will be respon-
sible for reviewing programs.

The Office of the Government Management
Board has the broad oversight of program evalu-
ation, This will help to emphasise that the purpose
of review and evaluation is to show whether pro-
grams are needed, whether they are effective and
whether they are being efficiently delivered. Itis
not aimed simply at putting further pressure on
agency funding. However Treasury will continue
to provide support to the Office of the Govern-
ment Management Board through the training of
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staff, advice and comment on evaluation issues
and input to the evaluation process at the request
of agencies or the direction of government.

Some agencies will find that their program struc-
tures as contained in the Program Estimates do not
lend themselves to evaluation. This is one sign
that the program structures need changing. Trea-
sury will assist agencies to revise their program
structures so that they become the basis for eval-
uation,

In March 1990 the Government undertook a
review of the land tax system. The terms of ref-
erence of the review were -

"To report to the Government on possible
changes to the present method of levying land tax
which could be implemented without reducing
Government revenues”.

The review group which carried out the task was
chaired by the Deputy Under Treasurer (Revenue
and Operations) and included as members the
Commissioner of State Taxation, the Valuer-Gen-
eral, the Dean of the Faculty of Economics and
Commerce at the University of Adelaide and the
Chairman of the Small Business Corporation.
The Executive Officer to the review group was an
officer of the Budget Branch.

In addition, the Chamber of Commerce and In-
dustry was invited to form a Reference Group of
interested parties which the review group was to
consult for their views on possible reform of the
land tax system.

The task of the review group was essentially a
technical one - to evaluate alternatives to the
present method of levying land tax. The group
was not required to address more fundamental
questions such as whether there should be a land
tax and if so what amount of revenue might most
appropriately be raised from such a tax.




The review group presented its findings at the
end of May in a 160 page report. The Minister of
Finance released the report for public comment in
June.

A second draft of the discussion paper "Guide-
lines for the Evaluation of Public Sector Projects”
was produced and circulated for further comment
from agencies. The comments received were con-

ACCOUNTING

solidated and the paper finalised for printing,

To assist agencies in the evaluation work, a
number of seminars were arranged. These were
conducted by the Graduate School of Manage-
ment at the University of Adelaide in conjunction
with Branch staff. An introductory seminar on the
subject was also presented to Graduate Officers
joining the Public Service.

The commercial statutory authorities and the
Woods and Forests Department have used accrual
accounting for many years. A number of depart-
ments have accounted for inventories, plant and
machinery and workshop activities on an accrual
basis for many years also. However much of the
accounting in the public sector is still cash-based.

This does not provide a satisfactory basis for
measuring the Government’s performance or for
assisting the Government to make appropriate
decisions. Therefore Treasury is encouraging
agencies to introduce accrual accounting con-
cepts.

In the initial stages the primary focus has been
on commercial enterprises and major utilities so
that the Government and the public can judge the
performance of the enterprise or utility against
private sector competitors (or potential competi-
tors in the case of monopolies). The Engineering
and Water Supply Department and the State Ser-
vices Department introduced accrual accounting
on 1 July 1988 while the Department of Marine
and Harbors, the Lands Department and the Public
Trustee will adopt the new approach from 1 July
1990.

These agencies now operate through special de-
posit accounts and are funded from Consolidated
Account (if at all) on a net basis only,

The emphasis with non-commercial agencies is
not so much to permit comparisons to be made
with competitors but to provide a more accurate
measure of the resources being consumed in car-
rying out particular functions. The cash basis of
accounting has been justified on the grounds that
Parliament appropriates cash to Government to
enable it to carry out approved programs. How-
ever this approach tends to focus attention on
fiduciary stewardship at the expense of steward-
ship of real resources. Where an agency controls
significant levels of real resources (as is often the
case) financial statements prepared on a cash basis
may understate the cost of providing programs.
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This implies that emphasis should be directed to
accruing those costs which have a material effect
on the costs of programs. Those costs which
remain virtually constant from one year to the next
and which are met within a short space of time (eg
trade debtors and creditors) may not need to be
accrued,

There are three major costs which need to be
accrued. They are depreciation, superannuation
and long service leave.

A start has been made with superannuation in
that estimates of accruing costs have been in-
cluded in departmental accounts for several years.
However more remains to be done before the
State’s accounting treatment of superannuation
can be regarded as satisfactory. A similar ap-
proach should logically be followed for long ser-
vice leave. These matters will be pursued in
1990/91.

The introduction of accrual accounting requires
that the Government’s asset accounting proce-
dures be changed to indicate the level of its invest-
ment in assets and the associated depreciation
costs. Accordingly the Treasurer has issued
Treasurer’s Instructions requiring departments to
keep asset registers and Treasury has offered to
provide systems support to agencies electing to
adopt the preferred computer packages. Much of
the initial work entailed in developing suitable
asset registers was completed this year, However
some refinements still need to be made to the
registers for some agencies. Once satisfactory
asset registers have been developed, departments
will be able to produce the valuation and depreci-
ation information required for accrual accounting
for assets. Increased attention will be directed to
these aspects during 1990/91.

Simply changing to accrual accounting will not
overcome all the accounting problems confront-
ing us. It is widely acknowledged that historical
cost information is not satisfactory for decision
making or performance assessment purposes
where costs need to be spread over many periods




or where inflation is significant.

The Department is working with the Electricity
Trust of South Australia and the Engineering and
Water Supply Department to develop appropriate
current cost accounting procedures for the public
sector.,

A review of Government purchasing procedures
led to the testing of credit cards in three agencies
to assess their benefits, The trials demonstrated
that the cards provided benefits for the purchase
of small items through reduced paperwork and by
streamlining the purchasing and payment proce-
dures. As a result the Treasurer has approved of
their introduction throughout all agencies. A ten-
der specification is currently being prepared and
itis likely that a tender will be accepted in the first
half of the 1990/91 year. '

Trials were also conducted in two agencies of a
new risk management strategy for the payment of
Government accounts which provides that ac-
counts less than $100 be subject to areduced level
of checking. The results of the trials are currently
being evaluated and it is anticipated that modified
Treasurer’s Instructions will be issued in 1990/91.

Following a study into the Government’s com-
mon billing and accounts receivable procedures
negotiations took place with Australia Post to
engage them as a collection agent for the payment
of Government accounts. An agreement was ne-
gotiated with Australia Post on behalf of the major
revenue raising departments, commencing on 1
July 1990. This will provide greater convenience
to the community for the payment of Government
accounts and is expected to create long term sav-
ings in collection costs for the Government, Trea-
sury is also examining other options such as the
use of banks and the potential to use direct debit-
ing which could substantially reduce collection
costs.

In line with the recommendations of the Finan-
cial Management Workforce Planning Study
Treasury was given responsibility for -

. devising a recruitment and development
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program aimed at attracting accounting and
finance graduates to the public service and
retaining them

. providing training and information for de-
partmental managers who lack a financial
background.

Eleven graduates were recruited under this
scheme and commenced in January 1990. The
major thrust of the program is to provide a struc-
tured training and development program compris-
ing both practical and educational modules to
ensure that the public sector can maintain and
improve its financial management policies and
practices.

The 11 graduates were placed in 8 Departments
initially. Rotation of graduates will be considered
in July/August 1990,

The program has been well received by agencies
and progress of graduates has been satisfactory
(one graduate left in June 1990 for personal rea-
sons).

It is our view that deficiencies in the training of
non-financial managers can only be effectively
addressed on an individual agency basis.

Preliminary work has commenced on a program
designed to concentrate efforts initially in two
departments, Family and Community Services
and Lands,

Once this program has been completed, Trea-
sury will be in a much better position to determine
future strategies for implementation across all
agencies.

However, it is recognised that training of this
nature is never really "completed” and one of the
factors critical to success will be the ongoing
commitment of senior management and financial
personnel in agencies, The SA Health Commis-
sion has recognised this and has set up a commit-
tee, on which Treasury is represented, to
implement the recommendations of the workforce
planning study.




TAXATION

The organisation structure of the State Taxation
Office was reviewed early in the financial year.
The review was carried out internally.

In October, 1989 a flatter organisation structure
at senior management level was put in place. This
revised structure has enhanced expertise and com-
mitment from the managers concerned. Decision-
making by management has become more
efficient and effective as the reduced levels in the
organisation have brought information and deci-
sions closer together. The revised structure has
enabled more effective control of the functions of
the Office whilst decentralising authority for day-
to-day operations to specific managers on a func-
tional basis. It is notable that this was achieved
without any additional salary or administrative
costs being incurred.

One of the aims of the State Taxation Office is
to introduce a computer-based system of taxation

SAFA

collection which will permit better methods of
statistical analysis to be introduced, improve op-
erating efficiency and provide a better service to
clients.

During 1989/90 consultants completed a review
of the State Taxation Office technology needs for
the next five years. An Information Technology
Plan has been prepared and implementation of
strategies recommended. Primary benefits of the
plan include increased revenue and improved ser-
vice delivery including centralised cash receipting
and client contact points,

The first stage of the Information Technology
Plan is to develop a real-time computer system
which ‘incorporates assessment calculations, re-
ceipting, document tracking, precedents and fol-
low-up facilities for unpaid assessments and
unanswered requisitions.

The S AFA surplus for 1989/90 was $336 million
of which the Treasurer determined that $325 mil-
lion be paid to Consolidated Account that year.
The balance of $11 million was allocated by the
Treasurer to SAFA’s General Reserve thereby
further strengthening SAFA’s capital base.

During the year, SAFA made new issues of
inscribed stock totalling $2,509 million through a
Dealer Panel. This panel has the dual role of
ensuring orderly placement of stock into the pri-
mary market and maintaining liquidity in the sec-
ondary market by actively quoting buy and sell
prices to investors.

In 1987, SAFA was the first borrower in Aus-
tralia to implement this dealer panel concept and
its success is reflected by the number of the major
domestic borrowers - both semi-government and
corporate - which have since moved in a similar
direction. At June 1990 the Panel consisted of 7
members. Turnover of SAFA’s stock continued
to grow, with volume of trades increasing from
$22,100 million in 1988/89 to $31,700 million
this year (excluding new issues).

Towards the end of 1988/89, SAFA decided to
diversify its debt portfolio through the issue of
inflation indexed inscribed stock. Investor de-
mand for this form of stock was limited through-
out 1989/90 and only $141.5 million was issued.
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Another important ongoing source of funding
for SAFA is its domestic commercial paper (or
promissory note) facility. SAFA has had an un-
derwritten facility in place since 1984 and in July
1989 it joined with South Australian Finance
Trust Limited to establish a $1000 million facility.
SAFA’s proportion is $700 million, of which
$210 million is underwritten,

In the retail market, SAFA’s continuous (or tap)
issue public loan continued to attract a healthy rate
of subscriptions, mainly from within South Aus-
tralia but with good support from other States also.
Gross raisings from SAFA Bonds during the year
totalled $44.8 million (compared to $42.4 million
in the previous year), with net outstandings at 30
June being $137 million.

Along with the ongoing funding mechanisms
described above, ad hoc borrowing opportunities
continued to play arole in SAFA’s overall funding
operations. SAFA has always encouraged market
participants to put new or innovative funding
ideas to it, and has responded positively to those
proposals which have proved to be cost-effective.
This approach, together with SAFA’s willingness
to accommodate the specific needs of investors,
has contributed to further non-standard borrow-
ings being offered this year, ranging from a large
volume of short-term borrowings via floating rate
notes to smaller volumes of low-coupon, long-




term fixed-interest borrowings.

As part of its borrowing and debt management
activities, SAFA actively employed a variety of
derivative products available in the market, in-
cluding interest rate swaps, over-the-counterbond
options and futures-based hedge instruments,

Developments in international capital markets
during 1989/90 resulted in limited fundraising
opportunities for SAFA,

Five public Eurobond issues were made (Euro
NZ$50 million, Euro A$75 million, Euro A$125
million, Euro Yen 10 billion and Euro A$75 mil-
lion),

In July 1989, SAFA established an A$1,000
million Debt Instrument Program under which
SAFA may issue Euro Commercial Paper, Me-
dium and Long Term Notes. This is a flexible
program which allows SAFA to react quickly to
market demand and to design securities to meet
specific investor demand.

In October 1989, SAFA undertook its second
borrowing in the Japanese domestic market, a
Samurai Bond issue for Yen 10 billion with a
coupon of 5.6% maturing in 1994,

During 1989/90, SAFA continued its policy of
avoiding foreign exchange exposure on its bor-
rowings by swapping into Australian dollars or
acquiring matching assets.

During the year, SAFA undertook a comprehen-

SUPERANNUATION

sive review of its credit guidelines. While the
previous guidelines had been drawn on a very
prudent basis and had served SAFA well, it was
considered that in the prevailing economic cli-
mate an additional degree of conservatism was
appropriate and credit limits were adjusted ac-
cordingly. As an illustration, long term domestic
investments are generally restricted to govern-
ments or their instrumentalities and banks with an
A+ rating or better, Limits in relation to non-bank
corporates are low and also restricted to those with
arating of A+ or better. The overseas investment
guidelines contain an overall country limit and
restrict investments to the US, Japan, Western
Europe and New Zealand. Investments are re-
stricted to highly rated governments, banks and
corporates. Both domestic and overseas invest-
ments are restricted to marketable securities.

Any investment not meeting these guidelines
requires the specific approval of SAFA'’s Credit
Committee, comprising Board Members and Se-
nior executives.

During the year computing systems were devel-
oped to further improve credit exposure reporting.

SAFA has continued to provide loans to Public
Sector Institutions including South Australian Fi-
nance Trust Ltd (SAFTL), the Minister of Hous-
ing and Construction (HomeStart Finance) and
the Local Government Financing Authority. A
total of $226.6 million was provided during the
year.

The Superannuation Act requires the Superan-
nuation Board to determine rates of return to be
credited to each contributor account in both the
old (pension) scheme and the new (lump sum)
scheme. This year was the first in which such a
determination was required (in respect of 1988/89
earnings).

The decision for pension scheme members is in
most cases of little practical significance since the
scheme is a defined benefit scheme and the bal-
ance in their contributor accounts does not influ-
ence their entitlement to a pension. However
pension scheme members are affected if they re-
sign and withdraw their contributions (for exam-

ple).

For lump sum scheme members the decision is
very important since the new scheme is an accu-
mulation scheme supplemented by a defined em-
ployer benefit.
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The rate of return achieved by the South Austra-
lian Superannuation Fund Investment Trust
(SASFIT) on old scheme division assets was
8.3%. After seeking advice from the Chief Exec-
utive Officer of SASFIT and the Public Actuary,
the Board took the view that thisrepresented areal
rate of return which was likely to be below the
longer term average and accordingly credited old
scheme contributor accounts with a rate of return
of 12% for 1988/89.

The rate of return achieved by SASFIT on new
scheme division assets was 14.8%. However after
deducting a reasonable share of the administration
costs incurred by the Superannuation Office this
return was roughly halved.

The Board took the view that it would be unfair
to strike rates of return in the early years of the
new scheme which took account of all the relevant
administration costs. Accordingly it decided to




capitalise a large proportion of these costs and to
credit new scheme contributor accounts with a
rate of return of 14% for 1988/89.

A number of important issues of principle were
debated atlength before the Board arrived at these
important decisions.

During 1988-89 the staff of the Superannuation
Office worked considerable overtime. This year
it was possible to reduce the overtime burden
significantly by making much greater use of tem-

porary staff in peak periods.

An organisational review of the Office com-
menced in 1988/89 and continued in 1989/90. A
number of positions were reclassified to higher
levelsin acknowledgement of the responsibilities
and skills which staff require to cope with the
increasing complexity of superannuation issues.

Progress to date on the implementation of the
administrative arrangements for the 3% produc-
tivity superannuation scheme (the Public Sector
Employees Superannuation Scheme) has been
slower than we would have liked.

In November 1989, work commenced on the
collection of data from approximately 170 agen-
cies for the purpose of establishing a central data
base of information for each of approximately
116,000 Scheme members for the periods 1 Janu-
ary 1988 to 30 June 1988 and the 1988/89 finan-
cial year. The data will be used to calculate
members’ accumulated benefits and will provide
the basis for issuing statements of entitlement
annually,

The collection of data has been an onerous and
time consuming task for agencies and for the
Scheme administrators. . Agency pay systems
from which the data is obtained, are not yet geared
to satisfy the particular data requirements of the
Scheme. As a consequence, the quality and com-
pleteness of data received so far has generally
been poor requiring extensive further contact with
agencies on the resolution of queries.

At 30 June 1990, over 99% of employee details
had been received for the period to 30 June 1989.
Information was still awaited from a few small
agencies, mainly health units. Approximately,
65% of the data received had been processed
through an error alerting process developed by
Treasury’s Systems Branch, producing a large
number of queries for resolution. Work on the
resolution of queries has been progressing stead-
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ily and should be largely completed in the first half
of 1990/91. The correction of data which flows
on from query resolution is an essential process
leading to the production and recording of ‘clean’
data to enable the establishment of member ac-
counts and the issue of statements.

The collection of data for the 1989/90 year will
commence as soon as possible, subject to progress
with the current exercise.

It is intended, eventually, that the Scheme be
administered with the aid of anew mini-computer.
The facility will be used also in the administration
of the main State Superannuation Schemes of-
fered to employees under the Superannuation Act.
Pending the availability of permanent systems,
interim programs for application on personal
computers have been developed for processing
claims, calculating benefits and storing essential
data,

Although user requirements for the 3% system
were drafted in August 1989, resources to com-
mence programming work could not be made
available until the beginning of 1990, due to de-
lays with respect to the main State Schemes. On
present indications, full computerised facilities
will be available to the 3% Scheme administrators
at the beginning of October 1990.

The completion date for the contract to supply
and implement the new system to administer the
State Superannuation Schemes was 1 July 1989,
The task proved to be much more complex than
the contractor had anticipated. That part of the
system which calculates and pays pensions and
other benefits was in operation early in 1989/90.
That part of the system which calculates and re-
cords contributions had still not been completed
by the end of the financial year.

Advice was sought from the Crown Solicitor
regarding the failure of the contractor to meet the
completion date. Since it was clear that the con-
tractor would be able to meet all the
Government’s functional requirements it was
agreed that the best course of action was to extend
the time for completion,

A new target date of February 1990 was estab-
lished. When the contractor again failed to met
this target date it was again decided to allow an
extension of time. The system is now close to
completion and should be in full operation early
in the 1990/91 financial year,




These delays have been very frustrating. There
have been costs involved in having Treasury offi-
cers tied up on the development of the system for
an extra 12 months but the most serious conse-
quences have been -

. our inability to provide a better service to
State scheme beneficiaries and contributors

SASFIT

. our lack of progress with development of
the system to administer the 3% scheme
which has meant that we were still not, at
end financial year, in a position to issue
statements of entitlements.

SASFIT’s long-term investment strategy with
respect to funds managed for the pension schemes
has been to invest a significant proportion (about
half) by way of CPI linked investments (providing
a secure return relative to inflation) and the re-
mainder in market related investments (e.g. equity
and property). Variations around that strategy
have been taken from time to time when, on a
medium term basis, some asset classes have been
regarded as under or over priced.

During 1989/90, long-term investment strate-
gies were reviewed by SASFIT with the advice of
outside consultants. That review has not been
completed for all schemes, but preliminary con-
clusions are that little change is likely to be re-
quired to the strategies adopted for the pension
schemes.

ACTUARIAL

During the year SASFIT decided to unitize all
funds under its management from 1 July 1990.
Unitization will mean that SASFIT will manage
its assets by asset class (e.g property, equity, cash,
fixed interest, listed equities, special investments)
with the scheme funds holding units in each asset
class fund according to the asset allocation policy
determined by SASFIT as most appropriate for
each scheme fund.

In October 1989 the Superannuation Act was
amended to make clear that the funds managed by
SASFIT were the Crown’s assets and therefore
not subject to Commonwealth taxation of income
or capital growth. The taxation status for the
period between 1 June 1988 and 19 October 1989
remains in dispute.

An actuarial investigation of the Police Pensions
Fund was carried out and a report completed and
submitted to the Minister in May 1990. An actu-
arial investigation of the SA Superannuation Fund
was also substantially completed during the year
but the report on the investigation has not yet been
finalised. An actuarial investigation of the Long
Service Leave (Building Industry) Fund was com-
pleted in August 1989,

During the year considerable effort was devoted
to the introduction of the new Police Superannu-
ation Scheme which became effective on 1 June
1990. This is a lump sum scheme modelled on the
State Superannuation Scheme which came into
force on 1 July 1988.
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In February 1988 the Government decided to
re-establish itself as a self-insurer and to adopt a
more active approach to risk management. Under
these arrangements most external insurance poli-
cies were allowed to lapse. The underlying ratio-
nale for the arrangements is that in most
circumstances the Government as a whole has the
capacity to meet claims as and when they occur
and therefore will save money over time by self-
insuring. Numerous risk audits have been con-
ducted and reports produced to help agencies
identify and reduce risk exposures. The arrange-
ments have been extended to include some off-
budget agencies.
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CHAPTER IV

PROVISION OF BUDGETARY AND
ECONOMIC ADVICE

OBJECTIVES

Provision of budgetary advice is one of
Treasury’s core activities. It encompasses -

. coordinating preparation of the State bud-
get, ensuring that the Government’s budg-
etary targets are met, the agreed timetable
is achieved and adequate consultation takes
place;

. preparing budget documents of high pro-
fessional standard for Parliament;

. monitoring budget performance and advis-
ing the Treasurer of variations and alterna-
tive courses of action in a timely fashion;

evaluating the use of resources and provid-
ing suggestions on better use of resources
to assist the Treasurer, Ministers and agen-
cies to meet their objectives within budget
constraints;

.

. assisting Ministers and agencies in ac-
counting and budgetary matters and in ob-
taining necessary approvals from the Trea-
surer;

promoting the long-run financial viability
of the State public sector;

This work is carried out in five major cycles -

.

a weekly cycle of preparing comments for
the Treasurer on all Cabinet submissions
with financial implications;

a monthly cycle of reports to the Treasurer
on the current year’s budget, summarising
progress in relation to the current year's
financial and workforce targets with de-
tailed analysis of any major variations;

an annual, continuous cycle of budget prep-
aration, commencing in October/Novem-
ber of each year with preparation of forward
estimates. The budget cycle continues until
October/November of the following year
when Parliament passes the budget;

. an annual cycle of briefing on Premier’s

Conference/Loan Council matters and in-
volvement in Commonwealth State finan-
cial relations; and

. an ongoing cycle of involvement in Com-

monwealth Grants Commission activities
with annual updates and five yearly reviews
of State relativities.

Responsibility for provision of budgetary advice

- providing timely and quality advice to the is shared between the Budget Branch and the

Treasurer on resource issues; and Capital Works Branch. Although the activities of

. the two branches have been separately reported,

+ advising the Tr. casurer on Common- much of what follows with respect to the Budget

wealth/State relations with a view tomax-  Branch applies also to the Capital Works Branch

imising Commonwealth funding. since very similar cycles for budget preparation
and monitoring are followed by both.
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BUDGET BRANCH

Budget Branch has responsibility for provision
of budgetary advice in relation to the recurrent
budget, together with a general coordinating role
in budgetary matters. In undertaking its work, a
number of factors are critical. These include -

. accurate calculations in budget preparation;

. impartiality and consistency in dealing with
agencies;

. good external and internal relations;
.sound, professional budget analysis and advice;
. integrity in presentation of data; and

. appropriate numbers of suitably skilled staff
and good morale,

DEVELOPMENTS DURING 1989-90 AND
1990-91 INITIATIVES:

(a) Budget Preparation and Monitoring

The 1989-90 Budget was prepared in ac-
cordance with the Government’s timeta-
ble.

The 1989-90 Budget continued the re-
straint of recent years on expenditure and
borrowing levels within which emphasis
was placed on the Government’s policy
priorities of economic development, crime
prevention and social justice.

Through 1989-90 the Branch prepared
regular monthly budget monitoring reports
in accordance with the timetable.

(b) Budget Papers

Further work was completed on the im-
provement of the quality of the 1989-90
budget papers.

Minor improvements were made to the
Financial Statement to achieve greater
consistency and balance in chapter head-
ings and content.

The appearance (covers, contents) of all
papers was further standardised.,

In addition to the Estimates of Payments
and Estimates of Receipts documents, the
Budget Speech and the Financial State-
ment were produced internally for the first
time. This initiative resulted in significant
cost savings.
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(c) Budget Methodology and Process

A number of improvements were made to
areas of budget methodology in 1989-90.

Revisions were made to the treatment of
interest on borrowings, workers compen-
sation, general insurance and risk manage-
ment with a view to more accurately
recording these costs and giving agencies
greater direct responsibility for their man-
agement,

Guidelines to agencies for the formulation
of the recurrent operations "no policy
change" estimates were issued for the first
tirhe to agencies in September 1988 and
extensively updated and re-issued in No-
vember 1989, It is intended that the Guide-
lines be updated and re-issued each year.

Treasury has worked during the year in
co-operation with each agency in effecting
major improvements to the budget frame-
works of the Department of Marine and
Harbors, Lands Department and the Public
Trustee Office so that each will operate
from 1 July 1990 from a deposit account to
allow for a more commercial approach to
financial management. Officers of the
Budget Branch work closely with officers
of the Accounting Policy and Systems
Branch in this area,

Work was also completed, in conjunction
with the Government Management Board,
on a proposal for a systematic approach to
program evaluation, The Premier has ap-
proved ongoing evaluation of agency pro-
grams from 1 July 1990.

During 1990-91 Treasury will continue to
provide support to the Office of the Gov-
ernment Management Board, through the
training of staff, advice and comment on
evaluation issues and input to the evalua-
tion of programs at the request of agencies
or the direction of government,

In March 1990, the Government estab-
lished a review of the land tax system. The
Review Group which undertook the task
was chaired by the Deputy Under Trea-
surer (Revenue and Operations)

and included as members, the Commis-
sioner of State Taxation, the Valuer-Gen-
eral, the Dean of the Faculty of Economics
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and Commerce at the University of Ade-
laide and the Chairman of the Small Busi-
ness Corporation. The Review Group
presented its findings at the end of May in
a 160 page Report. The Executive Officer
to the Review Group was provided from
within the Budget Branch.

In 1990-91 emphasis will be placed on
organisational change within Treasury di-
rected to achieving closer co-ordination of
the recurrent and capital aspects of the
budget process, developments in budget
presentation and program evaluation and
research, There will be continued develop-
ment of forward financial plans with agen-
cies based on increasing the flexibility of
resource use consistent with minimising
the impact of agency budgets on Consoli-
dated Account.

External Relations

Good relations and open communication
with agencies are keys to successful output
of the Budget Branch. The Branch appre-
ciates the co-operation of all agencies and

individuals who assisted their task in 1989-
90,

Officers of Budget Branch were members
of a number of government boards and
committees during 1989-90. In addition
Treasury provided a number of presenta-
tions on the budget process and budget
outlook to agencies.

Commonwealth/State/Local Government
Financial Relati

The Budget Branch has major responsibil-
ities in the area of Common-
wealth/State/Local Government financial
relations.

These include:-

. involvement in the work of the Com-
monwealth Grants Commission;

. negotiation and monitoring of general
purpose and specific purpose programs
of assistance to the State from the Com-
monwealth;

. preparation of briefing material for and
" attendance at the 1990 Premier’s Confer-
ence/Loan Council meeting; and

. involvement in specific issues affecting
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the financial relationship between the
State Government and Local Councils in
South Australia.

Submissions were prepared for the Com-
monwealth Grants Commission Inquiries
into Methodology and into Aspects of the
Process of Updates of Relativities. The
outcome of the former Inquiry is likely to
impact on the next major review of State
relativities. The latter resulted ultimately
in the Commonwealth Government deci-
sion to utilise a 5 year base period of re-
view (not 3 years as had been the case since
the Grants Commission’s 1981 Report) for
the 1990-91 Financial Assistance Grants.
Preparatory work was also undertaken for
South Australia’s submission to the
Commission’sreview of the Interstate Dis-
tribution of Local Government Financial
Assistance Grants on which a report is
required by March 1991,

Initial work has also been undertaken in
relation to the Industry Commission In-
quiries into Rail Transport, Energy Gener-
ation and Distribution and Statutory
Marketing Arrangements. These Inquiries
form part of the Commonwealth
Government’s micro-economic reform
strategy and follow on from the former
Industries Assistance Commission’s In-
quiry into Government (Non-Tax)
Charges, which focused on electricity and
rail transport.

Branch Management

A Policy and Research Group was estab-
lished in the Branch during 1989-90. This
group is responsible for research, provid-
ing support to other budget groups to im-
prove budget operations and content and
some agency budget work. Particular re-
sponsibilities include preparation of sub-
missions to Commonwealth Grants
Commission Inquiries, development of
data bases of budget information and anal-
ysis of budget trends.

Additional staff resources will also in fu-
ture be devoted to program evaluation
work in line with the more systematic ap-
proach to be undertaken in 1990-91.

The Branch has also reviewed various al-
ternative approaches in preparing a long-
term plan for a consolidated computerised
information system. A basic network has
been established and is operating effec-




tively. Some applications have already
been developed and used in the 1990-91
Budget process and further development
work is proceeding within the parameters
of the plan.

Officers of the Branch attended a range of
training courses, seminars and conferences
during 1989-90 to assist with relevant
skills development.

26




CAPITAL WORKS BRANCH

The Capital Works Branch provides budgetary
and economic advice with respect to the capital
side of the State budget. It also provides staff
support for the Capital Works Budget Committee.

The work of the Branch includes four major
activities, namely -

. development on a rolling basis of the
Government’s forward capital works pro-
gram,

. monthly monitoring of actual capital re-
ceipts and expenditures against budget, in
total and by individual agencies;

. fostering the development and use by agen-
cies of project analytical techniques appli-
cable to specific areas within the wide va-
riety of capital expenditure proposals;

. providing advice and comments on all spe-
cific capital works proposals submitted for
consideration by Cabinet.

Organisation and Modus Operandi

The Branch is divided into two sections,
namely -

. capital budgets,
. project evaluation,

In the task of developing the Government’s for-
ward capital works program, the Branch works in

conjunction with the Capital Works Budget Com-

mittee. The Under Treasurer is a member of the
Committee and the Director, Capital Works (the
head of the Branch) is Executive Officer of the
Committee; the Branch provides the technical and
administrative base for the Committee.

The task requires the Branch to obtain works
proposals from agencies for consideration by the
Committee, to prepare the necessary consolida-
tion and analysis of information and data and to
draft the Committee’s report.
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Following the submission of that report, the
Branch is required to -

. finalise the details of the capital works pro-
posals to be included in the Treasurer’s
Budget submission to Cabinet;

. advise agencies of approved allocations
and forward commitment figures;

. in conjunction with agencies, compile the
details of the capital works program in the
formatrequired for presentation in the Bud-
get Papers, and arrange for the printing of
the relevant papers.

The other responsibilities of the Branch are car-
ried out as on-going tasks throughout the year.

Developments During 1989-90

A second draft of the discussion paper "Guide-
lines for the Evaluation of Public Sector Projects”
was produced and circulated for further comment
from agencies. The comments received were con-
solidated and the paper finalised for printing.

To assist agencies in the evaluation work, a
number of seminars were arranged. These were
conducted by the Graduate School of Manage-
ment at the University of Adelaide in conjunction
with Branch staff. An introductory seminaron the
subject was also presented to Graduate Officers
joining the Public Service.

The need for more co-ordination between the
capital and recurrent components of the budget
led to a staffing rearrangement. The key move
was the relocation of a member of the Branch to
within the area occupied by the (Recurrent) Bud-
get Branch in order to provide a focus for that
co-ordination. Adjustments to individual respon-
sibilities were also necessary.

It is intended to review the organisation of the
two Branches in 1990-91 following the presenta-
tion of the State Budget.




ECONOMIC BRANCH

Current functions of the Economic Branch

The Economic Branch is responsible for provid-
ing an economic advisory service to the Govern-
ment and a number of its agencies. This service
is delivered by -

- providing regular economic briefs on a
wide range of economic data. The briefs
are provided to the Premier, the Minister of
Finance, the Minister of Industry, Trade &
Technology, and to officers in a number of
agencies including Treasury, Premier and
Cabinetand Industry, Trade & Technology;

- providing a monthly report on the latest
international, national and local economic
trends to the Economic and State Develop-
ment Committee of Cabinet;

this same monthly report is circulated to all Min-
isters, CEOs of all agencies and some of SAFA’s
Japanese cﬁ¢nts.

. providing specific briefings on State eco-
nomic trends for the Premier;

» undertaking a monthly employment survey
of major South Australian businesses;

- preparation of an experimental composite
leading index for the South Australian
economy, in order to attempt to forecast
short-term economic prospects;

- providing underlying economic assump-
tions on which Budget estimates are formu-
lated;

- answering a large number of requests from
within and outside the public service for
relevant economic and statistical informa-
tion; ‘

. representation on committees and atten-
dance at meetings which monitor and/or
analyse économic trends;
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. preparing two major South Australian
economy papers - one to accompany the SA
State Budget, the other originally designed
as amore investment orientated descriptive
paper used for investors and for SAFA’s
briefing of rating agencies (e.g. Standard &
Poors, Moodys, Japan Rating Agency), but
which has now been distributed on a wider
basis as an information paper.

At the end of the financial year 1989-90 staff
numbered five officers comprising the branch
head, three economists and part-time secretarial

support.
Developments during 1989-90

The major development during the year was the
expansion of the monthly economic report, which
was previously only circulated to members of the
Economic and State Development Committee.
The report is now bound and distributed to all
ministers, all CEOs of State agencies and some of
SAFA’s Japanese clients,

The Branch continues to monitor its experimen-
tal leading index of the State economy, which is
now used by the Centre for South Australian
Economic Studies in its reports on the State econ-
omy.

Some officers of the Branch, through a liaison
with the Capital Works Branch, were involved in
evaluations of proposed major development pro-
jects, capital spending plans of State Government
agencies and evaluation guidelines of various
agencies.

Preliminary work was done onan update of "The
South Australian Economy" information paper
(first published August 1988), which is likely to
be issued early in 1990-91,

Various specific issues investigated by the
Branch during the year were a paper on Labour
Market, Population and Social Policy, the impact
of Tourism S.A.’s Marketing Budget, an analysis
of some aspects of the book "Budgetary Stress"
and sick leave.




CHAPTER V

MAINTENANCE AND
DEVELOPMENT OF ACCOUNTING
POLICIES AND SYSTEMS

The delivery of this program is undertaken by
the Accounting and Systems Branches. The Ac-
counting Branch has responsibilities in two main
areas - one supports the central Government ac-

ACCOUNTING BRANCH

counting processes, including appropriation con-
trol, the other provides internal services to the
Treasury Department. The activities and achieve-
ments in these areas are listed below.

CENTRAL ACCOUNTING
The objectives in this area are -

. to maintain the Government’s central ac-
counting records

. to ensure all expenditure is in accordance
with legal appropriation authority

. to produce the Government’s financial
statements

. to co-ordinate Government banking ar-
rangements

. to manage and operate efficiently the Trea-
sury Accounting System (TAS)

. to provide essential support for the contin-
ued development of program based ac-
counting and financial management in de-
partments,

In recent years the most significant development
in carrying out these functions has been the intro-
duction of the Treasury Accounting System which
has resulted in major changes to the existing meth-
ods and procedures associated with day to day
operations.

Apart from providing essential support for the
introduction of Program Budgeting in the SA
Government and improved information for cash
management, TAS has introduced beneficial
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changes in the work of the Accounting Branch.
Departments are no longer required to hand de-
liver manual summaries of debits and credits to
Treasury. TAS has automated the ledger posting
process and has allowed Treasury to phase out the
use of mechanical ledger machines and this has
eliminated many manual checking and other cler-
ical tasks. Staff now find the nature of their work
more interesting and more challenging. Typi-
cally, tasks involve establishing new accounts and
accounting structures, developing new reports
and following up possible discrepancies high-
lighted by the system. Overall there is greater
confidence in results,

TAS has resulted in a range of benefits for the
Accounting Branch including

. improved reporting capabilities
. streamlining of clerical procedures

. improved control over payment of accounts
processing

. increased flexibility in funds control
. reduction in clerical staff,

The Treasury Accounting System (TAS) has
continued to operate efficiently with very few
delays in the production of cheques or reports for
departments. The following graph shows the per-
centage of TAS runs completed on time for the
last three years,
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Again, as in past years, accounting staff contin-
ued to provide an on-going liaison and advisory
service to departments on information and proce-
dures associated with TAS.

The average number of runs per month has re-
mained at 10. which seems to suit both Treasury
and the departments. For these runs both an offi-
cer from Treasury and from State Computing are
on-call in case of failures in processing, From
Treasury’s perspective the officer on-callis rarely
required for failures, demonstrating the stability
of the system,

On an on-going basis, staff are continually en-
deavouring to find ways of reducing the operating
costs of TAS. One such initiative is the down-
loading of IBM main-frame files to a personal
computer, Charges associated with accessing the
main-frame are reduced as a consequence. Con-
tinued improvements undertaken in TAS include

- reports for departments previously pro-
duced from the impact printers at State
Computing were transferred to the laser
printer resulting in quicker production,
clearer print, less paper and reduced costs.

- presented cheque data representing cash-
ings to the previous day is now entered to
TAS each run, thereby giving a better ser-
vice for enquiries from departments.

A review of Government purchasing procedures

led to the trialling of credit cards in three agencies
to assess their benefits. The trials demonstrated
that the cards provided benefits for the purchase
of small items through reduced paperwork and by
streamlining the purchasing and payment proce-
dures. Asaresult the Treasurer has approved their
introduction throughout all agencies. A tender
specification is currently being prepared and it is
likely thata tender will be accepted in the first half
of the 1990/91 year.

Trials were also conducted in two agencies of a
new risk management strategy for the payment of
Government accounts which provides that ac-
counts less than $100 be subject to areduced level
of checking. The results of the trials are currently
being evaluated and it is anticipated that a modi-
fied Treasurer’s Instruction will be issued in
1990/91.

Following a study into the Government’s com-
mon billing and accounts receivable procedures
negotiations took place with Australia Post to
engage them as a collection agent for the payment
of Government accounts. An agreement was ne-
gotiated with Australia Post on behalf of the major
revenue raising departments, commencing on 1
July 1990. This will provide greater convenience
to the community for the payment of Government
accounts and is expected to create long term sav-
ings in collection costs for the Government. Trea-
sury is also examining other options such as the
use of banks and the potential to use direct debit-
ing which could substantially reduce collection
Ccosts.
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Further work was undertaken with agencies and
the Reserve Bank on improving Government
banking arrangements. Progress was made in a
number of areas including -

. reducing the time delay for several agencies
in lodging revenue collections in the
Government’s bank account which has re-
sulted in increased interest earnings,

. co-ordinating the acceptance of credit cards
by specific departments.

Treasury is also negotiating with the Reserve
Bank on the establishment of an on-line link with
the Bank. This could provide benefits through
improved access to information on the
Government’s bank account which could assist
with cash management and allow for the direct
transmission of certain banking transactions
thereby reducing the administrative effort within
the Treasury accounting area.

In addition further progress was achieved with
officers from SAFA in improving overall public
sector cash management arrangements. Work
continued on the development and upgrading of
Treasurer’s Instructions. A review of the Public
Finance and Audit Act has been undertaken and
several amendments have been proposed.

The Branch continued to co-ordinate matters
relating to the Fringe Benefits Tax within Govern-
ment departments including the provision of ad-
vice and collection of the tax.

DEPARTMENTAL SERVICES

The Departmental Accounting Section provides
an accounting, budgeting and financial reporting
service for Treasury and the South Australian
Superannuation Board. It is responsible for the
development and management of financial man-
agement systems within Treasury and the provi-
sion of financial and budgetary control statements
and the preparation and review of budget esti-
mates and program performance budget material.

Specifically, the objectives of the section in-
clude the following:

. Co-ordinate all departmental input to the
Treasury Accounting System, pay depart-
mental accounts, maintain the chart of ac-
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counts, verify outputand correct any errors,
ensure input is prepared for the appropriate
TAS runs and that accounts are paid by the
due date.

. Prepare and check the department’s fort-
nightly payroll input, and maintain the rel-
evant records,

. Co-ordinate and maintain the department’s
receipting and banking functions,

. Maintain and reconcile the department’s
imprest, disbursement and working ac-
counts each month,

. Maintain Superannuation Office ledgers
and prepare monthly reports and state-
ments.

. Co-ordinate and reconcile receipts associ-
ated with various departmental systems,

Prepare the department’s annual financial
statement, estimates of payments and re-
ceipts and program performance budget
material and provide explanations where
variations have occurred between estimates
and actual payments and receipts.

-

. Provide management with detailed and
timely financial reports and statements.

Major achievement during the year included -

. the implementation of version 4.1 of the
Austpay Payroll System

. greater responsibility for accounting of the
Police Superannuation Scheme due to leg-
islative changes to the Police Superannua-
tion Act

. significant improvements in the presenta-
tion of financial reports and statements to
management

. implementation of significant changes to
the accounting arrangements for the SA
Superannuation Scheme as a result of
amendments to the SA Superannuation Act.




ACCOUNTING POLICY AND SYSTEMS BRANCH

INTRODUCTION

The Accounting Policy and Systems Branch is
responsible for:-

. developing accounting policies for use by
all agencies

. co-ordinating the Government’s financial
management improvement program

- supporting the use by all agencies of the
Treasury Accounting System, and the
Computer Associates general ledger, ac-
countsreceivable and asset register systems

- supporting information technology devel-
opments within Treasury.

The Branch Head has three officers available for
assignment to projects in the first two of these
responsibilities and nine for the last two.

The activities of the Branch are conducted on a
project basis, with the individual computing pro-
jects selected in accordance with the department’s
ADP Strategic Plan to address specific problems
and issues of concern to Treasury. Although proj-
ectofficers from the section prepare systems spec-
ifications and implement systems, most major
system development activity is performed on our
behalf by State Computing or by external consul-
tants. Further, considerable use is made of com-
mercially available software packages.

Assignments to accounting policy and financial
management improvement projects have tended
to be made to meet urgent prioritics. It is antici-
pated that the availability of a full complement of
staff, and the framework for classifying agencies,
which was developed late in 1989/90, will lead to
a more structured approach to these assignments,

Broad details of Branch activities are as fol-
lows:-

STATE SUPERANNUATION
ADMINISTRATION SYSTEM

Although the Pensions Payment Sub-System of
the State Superannuation Administration System
(SSAS) became operational in July 1989, further
work remained necessary to establish the Contri-
butions Sub-System and to refine the Pensions
Payment Sub-System. A contractor was engaged
to carry out this work. Unfortunately progress
was much slower than expected and the Contribu-
tions Sub-System became operational in July
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1990. Further work still remains before we can
consider the project complete.

PUBLIC SECTOR EMPLOYEES
SUPERANNUATION SCHEME (PSESS)

Work is continuing also on the specification
development and implementation of systems to
aid administration of the Public Sector Employees
Superannuation Scheme. Originally it was pro-
posed to develop this system using the same con-
tractor and on the same equipment which has been
acquired for the other superannuation schemes
administered by Treasury staff. However delays
by the contractor in achieving target dates for
these other systems has forced us to revise this

- approach-and to undertake development in-house.

Progress has not been as good as we would have

hoped.
The key problems have included:-

- delayed start due to delays in completing
the State Superannuation Administration
System

- ambiguities and difficulties in interpreting
the deed covering this scheme have delayed
completion of system requirements, which
are a prerequisite to completion of systems
specification and development

. dependence on agencies for data for the
system. Much of the data has been defi-
cient rendering use of the system impracti-
cable until data problems have been re-
solved.

Initial efforts have been concentrated on issuing
statements to members. Because of the problems
mentioned above several months work remains
before we can expect the system to be completed,

Data problems and problems associated with the
deed are presently being overcome and this should
clear the way for better progress.

CA PRODUCTS SUPPORT

Demand for systems support for Computer As-
sociates products has remained strong throughout
1989/90. However the emphasis has shifted from
direct problem solving to systems development on
a more sophisticated scale.

Training modules have been presented on a reg-
ular basis to meet demand. Registrations and




attendances for the year are displayed graphically
later in this report. During the year, staff from over
70% of user agencies applied for, and were given
training,

Some of the training modules are yet to be
developed. The group will attempt to construct
outstanding modules during 1990/91 and also to
develop training courses in other areas of identi-
fied need.

Systems Branch staff have assisted agencies to
enhance their general ledger reporting using tools
both internal and external to the Computer Asso-
ciates general ledger, More than one third of the
general ledger users in State Government are now
using fourth generation reporting techniques pro-

CA PRODUCT SUPPORT
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moted by the group.

Automated techniques developed by Branch
staff have been used extensively during the year
to modify/enhance database files, resulting in
more efficient systems for users. The availability
of these techniques will be further promoted dur-
ing 1990/91.

As a result of consultation with the Auditor
General, the responsibility for Computer Associ-
ates products database access and security was
transferred from State Computing to Treasury
Systems Branch during the year. This area now
involves a significant part of staff responsibilities
as depicted in the following charts.

Anslysis of User Queries by time,

Analysis of support role given.

CA GENERAL LEDGER EDUCATION
TRAINING STATISTICS (1989/90)

PERSONNEL
40

1 2 3 4 5 6 7 8 8 10
MODULES
BB ATTENDANCES 164 REGISTRATIONS 274
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TREASURY
ACCOUNTING SYSTEMS SUPPORT

The Branch continues to provide a support ser-
vice to other Treasury staff and to other depart-
ments using the Treasury Accounting System,

This has involved helping agencies with or-
ganisational changes by adopting the features of
the system; developing new reports for agencies;
assisting with interfaces as agencies revise their
systems; and installing and testing new releases of
the Treasury Accounting System.

INTERNAL SYSTEMS SUPPORT

The section also provides technical support to
the other branches of Treasury. This includes
support of mainframe system software packages
and of the department’s personal computing ac-
tivities, Owing to the pressure of other activities,
it was not possible to conduct all of the training
courses planned for 1989/90. However, video
based training courses have been made available
to staff to ensure that some of the necessary train-
ing is provided to equip them with the skills they
need.

ACCOUNTING POLICY

As reported last year the present accounting
methods used by some agencies do not provide a
satisfactory basis either for performance measure-
ment or for decision making purposes because of
the emphasis given to receipts and payments of
cash rather than to the Government’s income and
expenditure.

As a result we have continued our efforts to-
wards introducing accrual accounting concepts
where relevant. There is a considerable amount
of work involved in introducing this change and
we have divided the thrust into a number of stages
consistent with the Government’s expressed pref-
erence for evolutionary rather than revolutionary
changes. These stages spread the work over sev-
eral years and address those items having a mate-
rial impact on financial information. They
include, superannuation; long service leave; asset
registers; depreciation; accrual based statements;
and current cost information.

The introduction of accrual accounting requires
that the Government’s asset accounting proce-
dures be changed to indicate the level of its invest-
ment in assets and the associated depreciation
costs. Accordingly Treasury has released
Treasurer’s Instructions requiring departments to
keep asset registers and has offered to provide
systems support to agencies electing to adopt the
preferred computer packages. Much of the initial
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work entailed in developing suitable asset regis-
ters was completed this year. However some
refinements still need to be made to the registers
for some agencies. Once satisfactory asset regis-
ters have been developed, departments will be
able to produce the valuation and depreciation
information required for accrual accounting for
assets. Increased attention will be directed to
these aspects during 1990/91 and when they are
in place we will be able to issue guidelines setting
out minimum standards of disclosure for financial
reports.

Simply changing to accrual accounting will not
be sufficient to overcome the accounting prob-
lems confronting us, It is widely acknowledged
that historical cost information is not satisfactory
for decision making or performance assessment
purposes where costs need to be spread over many
periods or where inflation is significant. Both of
these situations are presenting problems for the
Government in accounting for its costs. We are
working closely with ETS A to develop and imple-
ment suitable approaches. Similar work is occur-
ring with the Engineering and Water Supply
Department.

Therefore, in addition to the thrust towards ac-
crual accounting, Treasury is investigating the
suitability of current cost accounting approaches
to the public sector.

COMMERCIAL ACCOUNTING

A number of departments has already shown an
interest in placing their affairs on a more commer-
cial basis and have approached the Branch for
assistance in using Special Deposit Accounts for
that purpose. Those assisted during 1989/90 in-
clude the Public Trustee, the Lands Department,
the Department of Marine and Harbors and the
construction division of the South Australian De-
partment of Housing and Construction.

AUSTRALIAN ACCOUNTING
RESEARCH FOUNDATION

In Australia the Australian Accounting Research
Foundation (AARF) and the Public Sector Ac-
counting Standards Board have issued drafts and
pronouncements on accounting concepts and
standards. We consider it important that Treasury
respond to the initiatives of these bodies and that
matters peculiar to Government (and particularly
the South Australian Government) are given due
consideration. It is also important that accounting
improvements originating within the South Aus-
tralian public sector be well co-ordinated to en-
sure that Government accounting remains
cohesive. Accordingly, the Accounting Policy




and Systems Branch is placing greater emphasis
on accounting policy issues to enable Treasury to
give greater direction to agencies throughout the
South Australian public sector. We also consider
it important that we do not duplicate fundamental
research carried out by other bodies and we are
encouraging a joint approach with other States
and with the accounting profession to avoid this
and to help accelerate progress with Government
accounting.

As part of this process the Manager, Accounting
Policy is representing the SA Treasury on Project
Advisory Panels established by the AARF to help
with the development of standards for whole of
Government Reporting, and Reporting by Depart-
ments, Further together with all other Australian
Governments we are contributing funds to accel-
erate AARF’s progress with this and other gov-
ernment related accounting projects.

TREASURER’S INSTRUCTIONS

The Branch maintains the Treasurer’s Instruc-
tions, which set out various mandatory and pre-
ferred practices and procedures to be followed by
agencies. The Instructions have been developed
to standardize and improve internal controls in
agencies, and to help agencies develop sound
manuals of procedures consistent with central ob-
jectives.

The Treasurer’s Instructions are being updated
continually, either to extend the range of matters
addressed or to update or improve instructions
released previously. During the year Instructions
were released covering annual financial state-
ments; the treatment of cash discrepancies; writ-
ing off losses; internal audit; payments for office
accommodation, and security standards for finan-
cial computer systems.

Instructions are necessarily quite detailed and
therefore to help employees become familiar with
them, Treasury is preparing a booklet entitled
"Introduction to the Treasurer’s Instructions”,
Copies will be available to departments early in
the new financial year.

MANUAL ON GOVERNMENT
FINANCIAL ADMINISTRATION

A manual on Government Financial Administra-
tion has been in the final stages of completion for
some time. Unfortunately other priorities have
not allowed us to complete it. Meanwhile an early
draft of the manual has been made available to
graduates participating in the Graduate Accoun-
tants Development Scheme and on an unofficial
basis to departments requesting copies.
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FINANCIAL MANAGEMENT
IMPROVEMENT PROGRAM

Treasury assumed a number of responsibilities
following acceptance of the recommendations of
the Financial Management Workforce Planning
Study. In most cases these responsibilities are
shared with Chief Executive Officers and their
staffs, and officers from either the Department of
Personnel and Industrial Relations or from the
Office of the Government Management Board.

Treasury accepted co-ordinating responsibilities
in:-

. improving the program for recruiting finan-
cial graduates

. arranging a structured development pro-
gram for graduate financial recruits

. arranging an integrated information and
training program for non-financial manag-
ers

. developing two financial management
handbooks - one for financial managers, the
other for non-financial managers

. ensuring that non-financial managers
recognised and accepted their delegated fi-
nancial responsibilities.

The major achievements in 1989/90 are
summarised below.

1. Graduate Recruitment Program

Eleven graduates were recruited under this
scheme and commenced in Jaruary 1990.
The major thrust of the program is to pro-
vide a structured trainirig and development
program comprising both practical and ed-
ucational modules to enisure that the public
sector can maintain and improve where
necessary, its financial management poli-
cies and practices.

The 11 graduates were placed in 8 Depart-
ments initially, Rotation of graduates will
be considered in July/August of 1990. The
graphbelow sets out the percentage of time
spent on practical and educational training
by graduates within the Departments.

The program has been well received by
agencies and progress of graduates has
been satisfactory (one graduate left in June
1990 for personal reasons).
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2. Non-Financial Managers Training

It is considered that the deficiencies in this
area highlighted by the workforce plan-
ning study can only be effectively ad-
dressed on an individual agency basis.

Preliminary work has commenced on a
program designed to concentrate efforts
initially in two departments, viz: Family
and Community Services and Lands.

The initial program set up with the above-
mentioned departments has the following
broad steps/phases -

- identification of objectives of program

- outline of training areas/topics identified
by non-financial managers

. review of current skill levels of non-fi-
nancial managers

- development of training program

- implementation of program

Finaneis Reparting
3 mesnanis Analyatn
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. evaluation of program.

Once this program has been completed,
Treasury will be in a much better position
to determine future strategies for imple-
mentation across all agencies.

Initial feedback from non-financial man-
agers in Lands Department has identified
some key areas for training purposes. The
chart below highlights them and the per-
centage of managers identifying them,

However, it is recognised that training of
this nature is never really "completed" and
one of the critical factors ensuring success
in this area is that of ongoing commitment
of senior management and financial per-
sonnel in agencies. The SA Health Com-
mission has recognised this and has set up
a committee, on which Treasury is repre-
sented, to implement the recommenda-
tions of the workforce planning study.
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3. Financial Handbooks through follow up activities and through
) . the training programs for non-financial
The preparation of financial handbooks for managers.

financial and non-financial managers has
progressed little since last financial year STAFF
due to the priority given to the requirement
to implement the Graduate Recruitment
and Non-Financial Manager training pro-

Staff development continues to be particularly
important for the Accounting Policy and Systems
Branch not only because of the rate of technolog-

grams outlined above. 5 ) o
ical change encountered in systems activities, but
There are two major reasons for this: also because of the rapid advances being made in
financial management and reporting techniques
(1) Lack of resources to address all issues for Government agencies. Accordingly, staff
concurrently, and from the Branch attended the Treasury Officers

Conference, various accounting seminars, train-
ing courses in systems analysis, and training
courses in the use of various proprietary software
packages operating in both mainframe and per-
sonal computing environments,

(2) The recognised need to actually carry
out training to obtain feedback from users
as to what is required in these handbooks.

However, papers have been developed on

specific financial issues and these will be Staff participated in a number of seminars ar-
incorpa rateq Into lraining programs and ranged by the Professional Development Program
should provide a basis for inclusion in the of the Australian Society of Accountants, and the
handbooks at a later stage. Manager, Accounting Policy has delivered sev-

4, Acceptance of delegated responsibilities eral papers to accounting and other bodies.

The Director of the Branch is an active member
of the Government Accountants Group Commit-
tee of the SA Division of the Australian Society
of Accountants. ‘

Initial discussions have been held with
Chief Executive Officers about their rec-
ognition and acceptance of financial re-
sponsibilities delegated to them. It is
planned to reinforce these initial contacts
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CHAPTER VI

ADMINISTRATION AND
ENFORCEMENT OF STATE
TAXATION LEGISLATION

CHARTER

The State Taxation Office is one of the several
divisions which together form the Treasury De-
partment,

LEGISLATION

The Office’s principal functions are the collec-
tion of taxation revenue for the South Australian
Government and the provision of policy advice to
the Under Treasurer and Government,

The State Taxation Office is managed by the
Commissioner of State Taxation who in his legis-
lative capacity as Commissioner of Stamps and
Commissioner of Land Tax is responsible for the
administration of the following Acts:

1. Business Franchise (Petroleum Products)
Act, 1979

2. Financial Institutions Duty Act, 1983
3. Land Tax Act, 1936
4, Pay-roll Tax Act, 1971

MANAGEMENT PLAN

5. Stamp Duties Act, 1923
6. Taxation (Reciprocal Powers) Act, 1989
7. Tobacco Products (Licensing) Act, 1986

The Office is also responsible for the collection
of contributions under the provisions of the Phyl-
loxera Act, 1936, and the collection of duty under
the Succession Duties Act, 1929 (this latter Act
only applies in respect of deaths prior to
1/1/1980).

The Office’s Management Plan identifies the
future direction of the organisation and is formally
reviewed on an annual basis and modified as
necessary.

The Management Plan includes objectives, key
issues and strategies in order to direct efforts to
priority projects. Considerable effort has been

given to identifying performance measures and
setting quantitative and qualitative goals where
appropriate.

The State Taxation Office is committed to a
major program of performance improvement.

39




OBJECTIVES

The corporate objectives of the State Taxation
Office are:-

. to optimise taxation revenue;

- to administer taxation legislation equitably
and effectively; ~

. to provide for the cost efficient collection
of taxation revenue; ‘

- to ensure the implementation of sound per-
sonnel management policies;

HIGHLIGHTS

. to monitor compliance and enforcement of
legislation, to protect the revenue to which
the State is properly entitled and to preserve
the taxbase;

. to provide advice on the development of
taxation policy;

. to develop taxation legislation;

. to provide the best possible service to the
public given legislative parameters,

At the beginning of the 1989/90 financial year a
number of strategies with performance measures
and targets were developed.

The results achieved compared with these per-
formance targets are as follows:-

TARGET: Ongoing monitoring of tax avoid-
ance and evasion schemes and the identification
of deficiencies in existing legislation and provid-
ing timely presentation of proposals for legislative
amendment.

Result: Two particularly blatant tax avoidance
schemes were effectively legislated against dur-
ing 1989/90. The first was in relation to "contract
splitting" whereby stamp duty was being avoided
by, say, the transferring of 400 separate transfers
between the same vendor and purchaser in rela-
tion to the one piece of property. The amendment
enabled the Commissioner to aggregate these sep-
arate transfers for the purpose of calculating duty.

The second amendment operated to close a tax
avoidance scheme whereby interests in land were
transferred through the transfer of shares in a shelf
company which owned land. Rather than prospec-
tive purchasers of the land buying the real prop-
erty they would be invited to take a transfer of the
shares in the company rather than the land di-
rectly, and subsequently reduce their stamp duty
liability significantly.

Both these amendments have significant impact
in preventing revenue loss (in the millions of
dollars) from tax avoidance activities.

There were anumber of other amendments made
to the Stamp Duties Act, the Land Tax Actand the
Pay-roll Tax Act which provided concessions and
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exemptions for taxpayers in response to Govern-
ment budget initiatives, improved the administra-
tion of the taxation legislation or facilitated the
development of revised and improved practices
within the taxpayer industry groups. .

TARGET: The development of an optimal
organisation structure to meet objectives and key
issues confronting the State Taxation Office in the
next five years,

Result: In October, 1989 a flatter organisation
structure at senior management level of the State
Taxation Office was put in place; it was imple-
mented by means of an internal review. This re-
vised structure has enhanced expertise and
commitment from the managers concerned, Deci-
sion-making by management has become more
efficient and effective as the reduced levels in the
organisation have brought information and deci-
sions together. The revised structure has enabled
more effective control of the functions of the
Office whilst decentralising authority for day-to-
day operations to specific managers on a func-
tional basis. It is notable that this was achieved
without any additional salary or administrative
costs being incurred.

TARGET: The development of a computer-
based monitoring system of stamp duty on appli-
cations to register and transfer motor vehicles
with the assistance of the Motor Registration
Division’s on-line processing system.

Result: A computerised exemption reporting
system to monitor stamp duty on motor vehicle
registrations is nearing completion. Final devel-
opment work will be completed once the Registrar




of Motor Vehicles’ on-line system is fully opera-
tional.

TARGET: The review and development of a
co-ordinated approach to the establishment of
computer-based systems for taxation collection,
statistical analysis, information collection and to
improve the operating efficiency and effective-
ness for client services incorporating centralised
cash receipting and client contact points.

Result: During 1989/90 consultants com-
pleted a review of the State Taxation Office tech-
nology needs for the next five years.An
Information Technology Plan has been prepared
and implementation of strategies recommended.
Primary benefits of the plan include increased
revenue and improved service delivery including
centralised cash receipting and client contact
points,

The first stage of the Information Technology
Plan is to develop a real-time computer system
which incorporates assessment calculations, re-
ceipting, document tracking, precedents and fol-
low-up facilities for unpaid assessments and
unanswered requisitions.

FINANCIAL PERFORMANCE

TARGET: Place stronger emphasis on staff
training including in-house and external training
programmes.

Result: The State Taxation Office manage-
ment group takes an active role in co-ordinating
and developing staff development policies rele-
vant for this Office, In addition a Staff Develop-
ment Committee (comprising primarily staff from
the various Branches) acts as a resource to work
on specific proposals.

Internal courses have been conducted on Situa-
tional Leadership, Customer Contact and basic
Supervisor Skills. These internal courses, tailored
to the particular needs and demands of our or-
ganisation have proved to be invaluable.

Significant support continued for attendance at
external courses, seminars and conferences rang-
ing from part-time study assistance for relevant
associate diploma, diploma and degree courses
through to attendance at short courses on com-
puter skills, communication, management skills
and technical symposiums.

During 1989/90 a total of 89 employees attended
external training courses and 45 attended internal
courses.

STATE TAXATION REVENUE

Taxation revenue accruing to the State through
the State Taxation Office can be classified into six
major categories:-

. Business Franchise (Petroleum)
. Financial Institutions Duty

. Land Tax

. Pay-roll Tax
. Stamp Duties
. Tobacco Products (Licensing).

Figure 1 depicts the relative contribution of
these receipts during 1989/90 while figure 2 pro-
vides a comparison for the year 1988/89 with
1989/90.

Figure 1 : Major Sources of Income - State Taxation Office
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Figure 2 : Variation of Receipts
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OPTIMISING STATE TAXATION
REVENUE

While the tax base administered by the State
Taxation Office has not expanded significantly
during the past four years, the revenue collected
has increased. Figure 3 shows revenue collected
for the last four financial years.

It is important to note that generally the revenue
collected achieved budget estimates. There was,

however, a significant reduction in stamp duty
receipts over those of 1988/89. The fall was pri-
marily in the area of stamp duty on conveyances
and may be directly attributed to an overall down-
turn in activity in the property sector,

Table 1 summarises the revenue collections of
the State Taxation Office for the three years ended
30 June 1990,

Figure 3 : Comparison of Receipts
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Tablel : STATE TAXATION OFFICE - REVENUE COLLECTIONS

1987/88 1988/89 1989/90
Number of Amount  Number of Amount  Number of Amount
Taxpayers/ $ Taxpayers / $ Taxpayers/ $
Transactions Transactions Transactlons
BUSINESS FRANCHISE (PETROLEUM)
WholeSalers .. .vvvvviunreronisssssrrnneeasnnsaess 6 67405082 6 76360089 6 77753736
Retailers .o ovovversrneenrneniroinonnsrnnesans 1201 64975 1178 64937 1130 126 999
Total Business Franchise (Petroleum) .. ......covvvvun 67 470 057 76 425 026 77 880 735
FINANCIAL INSTITUTIONS DUTY
Financial Institutions .. ....ovvvvveeinenieiniiaan 236 36328984 247 47760299 243 46 547446
Short Term Money Market Operators .....ooovens 219 1665539 218 1955931 211 2838006
Exempt-Charitable Organisations Accounts ....... 23 862 26 096 28 617
Total Financial Institutions Duty ..........cov0even s 37 994 523 43716230 49 385 452
LAND TAX
TOTALLand Tax .. .0vvvnneirnnrneennnenns 21593 56 662625 17047 63 739 605 21034 71907591
PAY-ROLL TAX
Private SECtOr .\ uvvtivrirssrernsonnvoonenacos 5153 243897 765 5349 296435687 5432 323480572
Govemnment SECLOr .t vvvvurvsviasnernonrssesons 36 63718141 36 67562232 35 72056289
Total Pay-roll Tax ....o.ovvenernenaneenninisns 5189 307 615 906 363997919 395 536 861
STAMPDUTY
Adhesive SIAMPS .. .o cvivi i i 547054 724 507 717160
Annual Licences (Insurance) .. ...ovvevevvvvanerenvans 41 073 529 38 053 843 39016 529
Applications to Register
or Transfer Motor Vehicles .......covvviineiennnn, 50862112 61 525 509 68 341 872
ChequUes ... ..vvuvvveinensannensnssasnones . 6086098 5841462 5531085
Coniveyance of Property on Sale 137 150 601 190255 769 152 878 746
Conveyance of Shares on Stock Exchange .............. 5920557 3 801 080 4050 482
Conveyance of Shares
(Excl. Stock Exchange) ......covvivviivncnrsinens 6 546 431 10367 072 8 015375
Insurance Effected Outside S.A. ......covvieviinann, 2133735 3036578 2208302
LEASES ot vvvevrenaniereiia e 1673132 1729977 1813935
MOMEAZES v vvvvrvrvininenionnarsonerasisnossies 13 641 037 17 187233 15 663 950
OIher &t v vvteeeeira e snnssionnnonsonnensossnes 174 008 198297 295239
Less Refunds, Commissions, etc. . ovvvvvvvirraenrenes (984 017) (1125 265) (1702 944)
Rental BUSINESS o4\t vveerieirnirvrinerasionnneenns 9244371 10 478 082 11765 675
Voluntary Conveyances of Property ......cocovvrennenies 1528 185 2169078 2038512
S.A GasHoldings * ...uvvivvineiinnnnioaiianoennes 1310000
Total Stamp Duty «...vvvviiiieeiiriiienerssienanns 275 596 833 345553222 310633918
TOBACCO PRODUCTS (LICENSING)
T T 1 T 13 44049324 14 50886714 10 55176113
Retailers .. oo vvvuneveinniviinineeinneisonnnns 5388 75 883 5194 81833 5622 59371
Total Tobacco Products
(Licensing) +. ..o vvvvrinieneinnienirieiiiis e 44 125207 50 968 547 55235484
Total State Taxation Office Collections .............. 789 465 151 944 400 549 #4960 596 658

* One off payment by SAGASCO Holdings Ltd., pursuant to Section 22(6) of the Gas Act, 1988,
*#* Succession duty revenue of $16,617 has been added to this total.
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The taxation revenue collected by the State Tax-
ation Office in the financial year 1989/90 was
$960.6 million. It is 21.1 percent of the total
recurrent revenue of the State of South Australia
(or 42.2 percent of the recurrent revenue received
if Commonwealth funds are excluded). The total
taxation revenue received by the State in 1989/90

was $1,284.6 million and the legislation adminis-
tered by the State Taxation Office contributed
74.7 percent of this revenue,

Figure 4 shows the relative importance of these
receipts.

Figure 4 : Analysis of S.A. Government Revenue
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A sum of $5,318,403 was expended on both
recurrent and non-recurrent costs of administra-
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tion which includes pay-roll tax liabilities, super-
annuation contributions and terminal payments.
Table 2 shows the distribution of this expenditure
among the different cost centres of the Office.

Table 2 : ADMINISTRATION COSTS - 1989/90

Average Salaries Administration Total %
FT.E. On Costs* Expenses
3 3 3

Business Franchise (Petroleum) . ..........00vvvinens. 32 77,636 8,345 85,981 1.6
Executive, Administrative, Legal & Policy ............ 24,7 849,605 362,210 1,211,815 22.8
Financial Institutions Duty .. .. ....coovviininnenn,, 2.6 65,194 4,507 69,701 1.3
Inspection ...ovvviniiiiniiii i 19.9 652,656 64,676 717,332 13.5
Land Tax ..vvuiiininininennnnnnnnnenensnenenes 21.2 589,890 576,225 1,166,115 21.9
Pay-roll Tax ...oovvnininininrn i iininnannnes 214 554,716 194,836 749,552 14.1
StampDuties .. .uiiiiiiii i s 40.4 1,069,156 160,965 1,230,121 23.1
Tobacco Products (Licensing) .........ovvvnrerrnnens 32 77,636 10,150 87,786 1.7
) 136.6 3,936,489 1,381,914 5,318,403 100.0

* Includes pay-roll tax, superannuation and terminal payments,
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Table 3 outlines the costs of collection of different taxes/duties administered by this Office.

Table 3 ;: Direct Cost/Revenue Comparisons - Year Ending 30.6.1990

Revenue Direct Cost of
Received Costs Collection of
$100 Revenue

Branch 3 3 ¢
Business Franchise (Petroleum) .. oo vovvievniierevivinceinisnnnn 77,880,735 257,376 33
Financial Institutions Duty .. .o cvvvvniiiivratinnianioiienenees 49,385,452 137,466 28
Land TR o .vvveviirnenronnnsessnensorrenssinasnnsessssncsos 71,907,591 1,347,887 1.87
Pay-roll TAX 4 .ovvennenviinneneneaenstnsseneiseneriserinans 395,536,861 1,318,683 33
StampDUHES ...\ vviviisiieannieriittiiiiii e 310,650,535 1,944,393 63
Tobacco Products (Licensing) . ...ovovevrevivirnrrinsroiecssenes 55,235,484 312,598 57
B0 1 7. N S 960,596,658 5,318,403 55

Although the cost of collection has risen over the
previous financial year the target of 50 cents per
$100 of revenue was estimated in June, 1989
based on projected revenue estimates using tax
rates applicable at that time. As part of the
1989/90 Budget initiatives the Government intro-
duced a number of tax concessions in the areas of
Pay-roll Tax, Land Tax and Stamp Duties which

LEGISLATIVE REPORTS

has contributed to the variation between the actual
and estimated cost of collection per $100 of reve-
nue.

The final result, however, still compares very
favourably with other interstate State Taxation
Offices.

1. Business Franchise (Petroleum Products)
Act, 1979

The Act provides for the licensing of wholesale
(Class A licence) and retail (Class B licence)
vendors of petroleum products in South Australia
with the licence fee consisting of an annual pay-
ment of $100 plus an ad valorem component
calculated by reference to the value of sales of
petroleum products made by the licensee in an
earlier period. The ad valorem component is not
payable by a vendor where the products sold by
that vendor were purchased from a licensed per-
son.

This Office carried out extensive investigation
work in relation to the administration of zoning
components of the legislation. The activities of the
Office have ensured greater compliance and con-
sequently increased revenue.

2, Financial Institutions Duty Act, 1983

Financial Institutions Duty is payable at the rate
of 4c per $100 or $400 (whichever is the lesser)
on any receipt of money by a financial institution
that is registered or required to be registered under

45

the provisions of the Financial Institutions Duty
Act, 1983,

Duty at a concessional rate (0.005%) is payable
by those persons who are registered as short-term
money market operators for the purposes of the
Act. The Act provides exemptions for certain
accounts (e.g., charitable organisations) from the
imposition of the duty.

An additional exemption for advances under the
Defence Service Homes Act was introduced dur-
ing the year.

3.Land Tax Act, 1936

Land tax is imposed under the Land Tax Act,
1936 on all land in the State other than that which
is specifically exempted. With minor exceptions,
land tax is not payable on land used as a principal
place of residence or for primary production, The
tax is calculated on the aggregate of the site values
in an ownership as at 30 June immediately preced-
ing the financial year for which the tax is levied.
The site values are determined by the Valuer-Gen-
eral,




The rates of land tax were revised for the
1989/1990 financial year and are set out in the
following table -

Taxable Value of Land
Subject to Tax Amount of Tax

Not exceeding $80,000 ...NIL

Exceeding $80,000

but not exceeding

$200,000 .............. Sc for each $10
over $80,000

Exceeding $200,0600 ..... $600 plus 20 cents for
each $10 over
$200,000

Where the taxpayer owns land in the metropoli-
tan area with a taxable value or aggregate taxable
value in excess of $200,000, land tax in respect of
that land is augmented by an additional levy of
0.5c¢ for each $10 over $200,000.

In addition the following rebates applied -

1. Aremission of 25% of the land tax payable
where the taxable value of the land in
respect of which the taxpayer is liable to
land tax did not exceed $200,000.

2. A remission of $150 plus 15% of the land
tax payable on the value in excess of
$200,000 where the taxable value of the
land in respect of which the taxpayer is
liable to land tax exceeded $200,000.

During the year the Government established a
committee to review options for change to the
present system of levying land tax.

The terms of reference of the review were:-

"To report to the Government on pos-
sible changes to the present method of
levying land tax which could be imple-
mented without reducing Government
revenues."

The review team consisted of:-

+ The Deputy Under Treasurer (Chairman)

. The Commissioner of State Taxation

. The Valuer-General

- The Dean of the Faculty of Economics
and Commerce, University of Adelaide.

. The Chairman of the Small Business Cor-
poration.
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The Government formally invited various repre-
sentative groups to form a consultative committee
to develop proposals for reform.

The review group has presented its report to the
Government and the report has been released for
public comment.

Apart from the revised tax rates the most signif-
icant amendment to the Land Tax Act for
1989/1990 related to long term leases over shack
site land. The holders of leases for a term of at least
forty years registered over shack site land as at
midnight on 30 June, 1989 are now recognised as
the owners of the land which is subject to the lease
for land tax purposes. These amendments finally
resolved a problem which had existed for more
than twenty years,

4.Pay-roll Tax Act, 1971

Employers and groups of employers are required
under the provisions of the Pay-roll Tax Act, 1971
to pay five per centum tax on wages and salaries
paid to employees. Where wages and salaries are
below a given level described as the threshold,
pay-roll tax is not payable.

At the commencement of the 1989/90 year the
threshold was $330,000 per annum. It was in-
creased by legislative amendment to $360,000 per
annum from 1 October, 1989 and $400,000 per
annum from 1 April, 1990.

In the area of computerisation a number of sys-
tem enhancements were introduced to maintain
the efficient and equitable administration of the
legislation. The efficiency of the on-line A.D.P.
system was also increased by the introduction by
State Computing of upgraded Mantis software.
These system enhancements have improved the
flow of information to both staff and taxpayers.

A number of spreadsheet software solutions
have been implemented to assist in the complex
grouping, recovery and compliance matters which
are dealt with under the legislation. These have
resulted in the efficient use of available resources,

In 1989/90 the Pay-roll Tax Branch became an
on-line user of the Corporate Affairs Computer
System. Preliminary evaluation has indicated that
the use of this information source will signifi-
cantly assist the Branch in compliance monitoring
and in the enforcement of legislation.

During 1989/90 the Pay-roll Tax Appeal Tribu-
nal received six objections to assessments issued
by the Commissioner of Stamps,




There were eleven objections carried over from
1988/89. Seven matters are still before the Tribu-
nal for consideration as at 30 June 1990, with the
majority scheduled for hearing during the first six
months of the 1990/91 financial year. One objec-
tion was heard by the Tribunal during 1989/90 and
nine matters were withdrawn,

To increase the awareness of the requirements
and obligations of the Pay-roll Tax Act, 1971
regular publications of circulars dealing with leg-
islative and administrative policies and practices
were commenced in April 1990. The circulars are
distributed to taxpayers, professional bodies, legal
practitioners and industry group representatives.

S. Stamp Duties Act, 1923

The Stamp Duties Act, 1923 provides for the
payment of duty on a diverse range of instruments
and duty is also levied on transactions relating to
rental business, insurance business, stock ex-
change dealings and applications to register and
transfer registration of motor vehicles,

This legislation provides a significant source of
tax revenue to the State. The elimination of a
number of tax avoidance measures during the year
were significant achievements. These included
contract splitting, transfer of realty by way of
shares, and the abuse of the transfer of shares
through Branch Registers. Continuing initiatives
in these areas eliminate avoidance practices and
consequently increases the State’s revenue.

The maximum stamp duty concession provided
to first home owners was increased from $1,080
to $2,130 during the year. Approximately 7000
first home owners benefited from this increased
concession during the 1989/90 financial year. At
the same time improved administrative arrange-
ments and compliance monitoring activities were
adopted to ensure the concession is received only
by eligible parties.

The exemption threshold on rental business was
increased from $18,000 per annum to $24,000
during the year inresponse to Government budget
initiatives.

Continued stringent administration of penalty
provisions has ensured timely lodgement and pay-
ment of duty and increased awareness by taxpay-
ers of their responsibilities in this area.
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Considerable attention was paid during the year
to improving statistical recording systems in rela-
tion to stamp duty receipts and rental duty sys-
tems. The resultant computer software will enable
more timely and accurate information to be pro-
vided to Government for forecasting, budget,
Grants Commission and trend analysis.

The Office developed a computerised on-line
compliance monitoring system to check values
declared by persons in applications to register or
transfer the registration of motor vehicles. The
implementation of this program is now dependent
upon the successful introduction of the Motor
Registration Division’s on-line system scheduled
for September, 1990.

Consultation with taxpayer and industry groups
on legislative and administrative issues was a
continuing feature of the Office’s taxation admin-
istration role. The Manager, Stamps also pre-
sented a paper on stamp duty to a seminar
conducted by the Australian Society of CPA’sand
lectured to students enrolled in the Land Brokers
Certificate Course.

6. Tobacco Products (Licensing) Act, 1986

The Tobacco Products (Licensing) Act, 1986
provides for a legislative scheme under which

(a) a direct contribution to State revenue, in
the form of a licence fee, is made by a
consumer who takes out a consumption
licence;

but

(b) a tobacco merchant who chooses to be
licensed and thus by payment of licence
fees makes a contribution to State revenue
on behalf of consumers, thereby relieves
consumers from the obligation to hold a
consumption licence for the consumption
of tobacco products obtained through the
merchant.

The movement of tobacco across State borders
duty free presents continuing inspection work-
load. Activities of this Office during the year
successfully kept this practice to a minimum.




INVESTIGATION AND INSPECTION ACTIVITY

The principal functions of the Inspection Branch temporary basis. This initiative provides the tem-
include:- porary appointees with a better appreciation of the
. . . . operations of the State Taxation Office and pro-
+ carrying out research, audits and investiga- vides a valuable insight into private commercial
tions; practices.
- detecting tax avoidance and underpayment; During 1989/90 the Inspection Branch contin-
.. . . ued its strategy of specific compliance programs
- achieving a high level of compliance; to ensure that each taxpayer group received audit
. N attention. The primary objectives of these pro-
+ recovering outstanding liabilities, grams are to:-
During the 1989/90 year the Branch again expe- - detect and collect avoided or evaded duty;
rienced difficulties in retaining experienced staff.
Inresponse, a new organisation structure has been . assess the extent of avoidance/evasion ac-
put in place to provide a more defined career path tivities and assess potential revenue loss;
for inspectors. )

‘i li through field audit.
High turnover of staff has had an effect on the inerease compliance through field audi

Branch’s activities during the year. More experi- During the year 647 inspections were com-
enced officers have been required to devote time pleted. Although this number is down on last year
to training new staff who in turn are initially only (largely due to the lack of experienced staff) it is
able to conduct inspections of lower complexity. difficult to make any direct comparison as each

As part of the State Taxation Office Staff Devel- inspection can vary in length and complexity.

opment programme a number of staff members Figure 5 highlights the field time deployed be-
were seconded to the Inspection Branch on a tween various taxation heads. .

Figure 5: Inspection Branch - Approx % of Field Time per Taxation Head

Payroll Tax 54%

Tobacco Prod. (Lic.) 6%
Business Franch(Pet) 7%
F.I.D. 1% Stamp Duty 32%
The Taxation (Reciprocal Powers) Act, 1989 has tions Conference in Perth. The conference pro-
proved to be very useful in combating avoidance vided a valuable forum for discussion on ap-
and evasion as taxpayers extend their operations proaches to common investigative problems
beyond State boundaries and become more so- encountered by the various States,

phisticated in their operations. . )
Revenue detected during 1989/90 directly as a

In May, 1990 the Chief Inspector and a Senior result of the Inspection Branch’s activities was
Inspector attended the Second Annual Investiga- $2,191,675.00.
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The Recovery Section of the State Taxation
Office recovered $1,222,699 for the year and dis-

posed of 566 matters leaving 430 current matters
on hand.

HUMAN RESOURCES MANAGEMENT

Occupational Health and Safety

During 1989/90 the State Taxation Office main-
tained its active role in the Treasury Occupational
Health and Safety Committee, A management
representative and an elected staff representative
from the State Taxation Office are current mem-
bers of the Committee.

The State Taxation Office Emergency Evacua-
tion Procedures Committee continued to be dili-
gent in pursuing matters to improve fire
prevention measures in the Torrens Building.
Emergency evacuation drills were regularly con-
ducted during the year, and the State Taxation
Office Evacuation Procedures Manual has proved
to be an important means of educating staff in this
important area.

The purchase of office equipment and furniture
has been closely evaluated to ensure that it is
ergonomically sound.

Recruitment

The State Taxation Office has continued to play
an active part in placements providing special
training and support. The following is a record of
special placements in 1989/90.

Aborigines .......... .00 3
Trainees . .....ovvvvunniveveens 1
Disabled .............. ... .0 2
Supernumeraries .............. 10
HETA (Handicapped Employment

Training Association) ........... 1
Work Experience Students ....... 5
Redeployees ...............00 1

Training

To ensure that staff opportunities to improve and
broaden their skill levels are increased the State
Taxation Office has continued to encourage staff
development by recognising staff training needs
and addressing those needs through appropriate
training. Considerable effort was placed on staff
development activities with numerous in-house
training sessions conducted as well as short exter-
nal training courses/seminars. The Training and

49

Development Committee continued to assist man-
agers to identify and meet training and develop-
ment needs of staff,

The average time devoted to formal training and
development was approximately 2.5 days per
F.T.E. during 1989/90.

External course attendances were actively en-
couraged with 89 participants recorded for the
financial year.

An in-house "Situational Leadership" course
was conducted for staff in supervisory roles to
further develop their supervision and team build-
ing skills. Forty-five staff attended this course.

The State Taxation Office maintained its strong
support for staff members engaged in part-time
study through tertiary institutions and TAFE to
further enhance their skills and career develop-
ment.

A job rotation policy and program was imple-
mented providing opportunities for employees to
gain wider work experience and opportunity for
promotion. This program includes job rotation
opportunities from base grade clerical to senior
management positions.

Staff Appraisal

The State Taxation Office conducted regular
staff appraisal during 1989/90. Employees were
provided an opportunity to receive feedback on
their performance and were counselled in relation
to future development and opportunities.

A Personnel Development Review Scheme is
also being developed to address the following:-

. to ensure the effective and efficient perfor-
mance of staff;

. to ensure that the skills and experience of
employees are appropriate for the State
Taxation Office to achieve its key objec-
tives;

. to promote job satisfaction;
. to promote organisational loyalty;

. to adhere to a policy of fair and equitable
opportunities for all employees.




Clerical Job Redesign

The clerical job redesign program has been suc-
cessfully implemented in most areas of the State
Taxation Office. This program has provided all
base grade clerical employees with increased va-
riety in their work, greater job satisfaction and
better opportunities for promotion.

Taxation Commissioners’ Conference

The Twentieth Annual State and Territory Tax-
ation Commissioners’ Conference was hosted by
South Australia during the week 5-9 March, 1990,
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The annual conference is attended by all States
and Territories and provides an excellent forum
for the review of a wide range of legislation,
policy and management issues as they relate to
taxation administration.

The conference contributes materially to the co-
operation between States in resolving common
problems and in achieving some consistency in
the application of taxation legislation.

The continuing changes to legislation and ad-
ministrative practices needed to combat tax avoid-
ance and evasion are facilitated by this conference
and other meetings held each year by Taxation
Commissioners,




CHAPTER VII

MANAGEMENT OF STATE
GOVERNMENT BORROWING AND
INVESTMENT ACTIVITIES

SOUTH AUSTRALIAN

GOVERNMENT FINANCING AUTHORITY (SAFA)

The SAFA Branch of Treasury is responsible for
the delivery of this program, which can be divided
into two main components:

. the administration and operation of the
South Australian Government Financing
Authority;

. the administration of the Australian Loan
Council guidelines relating to State public
sector borrowings.

SAFA was established in January 1983 under
the Government Financing Authority Act, 1982,

The Act provides for the Board of SAFA to
consist of between three and six members includ-
ing the Under Treasurer who is gx officio Chair-
man.

SAFA’scharter in terms of Section 11 of the Act
is:

. to develop and implement borrowing and
investment programs for the benefit of
semi-government authorities; and

. to engage in such other financial activities
as are determined by the Treasurer to be in
the interests of the State.

SAFA’s corporate objectives are broadly to min-
imise the cost of borrowings for the South Austra-
lian public sector, to manage the State’s financial
reserves in a prudent and efficient manner, to
provide sound financial advice to the Government
and to provide a satisfying work environment for
its staff,

Achieving these objectives depends on a wide
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range of factors, some of which are within
SAFA’s control, others of which are external,
Some of the most important of these factors are:

strength in State finances;
. efficient organisation of State finances;
. accountability;
. prudent financial policies;
. innovation;
. close relations with financial markets;
. good relations with clients; and
. a highly skilled and motivated staff,

Various debt re-arrangement exercises that
SAFA has undertaken since its establishment
have led to the consolidation of the bulk of the
State public sector’s debt within its balance sheet.
These arrangements have been a major factor in
the rapid growth of its balance sheet which stood
at $16.6 billion at June 1990.

Amongst other things, the debt re-arrangements
have enabled the Government to provide financial
support to SAFA by way of capital. While the
government guarantee of SAFA’s liabilities is of
primary importance, this capital backing has en-
abled SAFA to "stand alone" in terms of financial
strength, which is an increasingly important con-
sideration in domestic and international financial
markets. At June 1990, SAFA’s capital base
stood at $2.7 billion.

In each year of its operation, SAFA has achieved
a surplus. In 1989/90, the surplus was $336 mil-




lion, of which the Treasurer determined that $325
million be paid to Consolidated Account in
1989/90. The balance of $11 million was allo-
cated by the Treasurer to SAFA’s General Re-
serve thereby further strengthening SAFA’s
capital base.

The distribution of the SAFA surplus is a signif-
icant contribution to the recurrent side of the
Consolidated Account,

As corporate Treasurer for the State public sec-
tor, SAFA’s responsibilities encompass:

(1) undertaking the necessary borrowings
for, and managing the cash resources of,
the State to ensure that the State can meet
payments as and when they fall due;

(2) managing the financial assets and the
liabilities of the public sector in such a

way as to minimise pet borrowing costs;

(3) providing financial information and re-
ports to Government to assist it to reach

decisions about the appropriate mix of

Funding and Investment

spending, revenue raising and borrowing
targets.

Those responsibilities involve a range of activi-
ties which can be grouped into six broad catego-
ries, matching the organisational structure of
SAFA. SAFA’s General Manager, who reports to
the Under Treasurer, is responsible for day-to-day
management of the following six sub-branches:

(i)
(i)
(iif)

Funding and Investment;
Cash, Debt and Client Management;

Accounting, Administration and Sys-
tems;

(iv) Commercial Finance;
)
(vi)

Taking each sub-branch separately, the follow-
ing comments can be made on activities during
1990/91.

International Finance; and

Financial and Credit Policy.

The Assistant General Manager, Funding and
Investment, supervises the Domestic Finance
Branch which has a staff of eight officers. The
branch is responsible for:

- ensuring the efficient and lowest cost issu-
ance of SAFA’s conventional debt instru-
ments in the domestic capital markets to
raise funds for SAFA’s own funding needs
on behalf of the State’s financial institu-
tions, in particular the South Australian Fi-
nance Trust; and

. implementing SAFA’s debt, investment
and cash management strategies.

SAFA continued to be an active borrower in the
domestic fixed interest market in 1989/90.

During the year, the Domestic Finance Branch
made new issues of inscribed stock totalling
$2509 million through a Dealer Panel. This panel
has the dual role of ensuring orderly placement of
stock into the primary market and maintaining
liquidity in the secondary market by actively quot-
ing buy and sell prices to investors.

In 1987, SAFA was the first borrower in Aus-
tralia to implement this dealer panel concept and
its success is reflected by the number of the major
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domestic borrowers - both semi-government and
corporate - which have since moved in a similar
direction. During the year, membership of the
Dealer Panel was expanded from 6 to 7 market-
makers. Additionally, a further organisation was
appointed as a Tender Panel member, thus allow-
ing a wider range of market participants direct
access to SAFA paper.

The Dealers’ market-making activities, which
are supported by a stock lending facility provided
by SAFA, and SAFA’s own activity in its paper
(via new issues, consolidations and debt manage-
ment transactions) jointly contribute to a high
level of market turnover in SAFA paper. In this
way, SAFA’s status as a prime borrower in the
domestic market is maintained. Turnover of
SAFA’s stock continued to grow, with volume of
trades increasing from $22,100 million in 1988/89
to $31,700 million this year (excluding new is-
sues).

SAFA has sought to diversify its debt portfolio
through the issue of inflation indexed inscribed
stock. Investor demand for this form of stock
remained limited throughout the year. As a con-
sequence, SAFA issued only $101.5 million of its
4% August 2002 stock and $40.0 million of its 4%
August 2015 stock in this period. As investor
demand picks up in this area, SAFA plans to be




able to offer the same kind of liquidity support to
these benchmark stocks as it does for its nominal
rate stocks.

Short-term borrowings again played an impor-
tant role in SAFA’s funding activities. Such fund-
ing was mainly achieved through the issue of
promissory notes - where the average daily out-
standing was $410 million - and via the issue of
short-term or floating rate inscribed stock in re-
sponse to demand from time to time (mainly from
overseas end-investors),

Along with the ongoing funding mechanisms
described above, ad hoc borrowing opportunities
continued to play arole in SAFA’s overall funding
operations. SAFA has always encouraged market
participants to put new or innovative funding
ideas to it, and has responded positively to those
proposals which have proved to be cost-effective.
This approach, together with SAFA’s willingness
to accommodate the specific needs of investors,
has contributed to further non-standard borrow-
ings being offered this year, ranging from a large

Cash, Debt and Client Management

volume of short-term borrowings via floating rate
notes to smaller volumes of low-coupon, long-
term fixed-interest borrowings.

As part of its borrowing and debt management
activities, SAFA actively employed a variety of
derivative products available in the market, in-
cluding interestrate swaps, over-the-counter bond
options and futures-based hedge instruments.

SAFA’s continuous (or tap) issue public loan has
now been operating for 4 full years. Since in-
ception, gross borrowings have totalled more than
$184.8 million, including $44.8 million in
1989/90.

The objective of the tap loan is to provide
smaller investors with a safe, competitive and
flexible investment product. The loan offers a
variety of maturities designed to provide a range
of options for investors, and the interest rates
offered are varied in line with market rates gener-
ally.

The Assistant General Manager, Cash, Debt and
Client Management and his staff of eight are
responsible for:

. administering Loan Council guidelines re-
lating to public sector financing and provid-
ing advice on Loan Council and Common-
wealth/State policy issues;

. co-ordinating the management of cash re-
sources of the State public sector;

. administering the debt and asset relation-
ships between SAFA and the Government
and client authorities;

. managing SAFA’s financial relationships
with public sector financial institutions in-
cluding State Bank, State Government In-
surance Commission and Workcover;

. managing various commercial lending ar-
rangements,

The Australian Loan Council continued with the
voluntary global limits approach as the frame-
work for oversight of all borrowings by semi and
local government authorities and government-
owned companies and trusts (excluding borrow-
ings by or on behalf of statutory marketing
authorities and public sector financial institu-
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tions). Under these arrangements, Common-
wealth and State authorities are constrained to an
annual limit on the aggregate of all forms of
borrowings.

Total global limits for the States and Common-
wealth for new borrowings in 1989/90 were set at
$5350 million.

The ceiling on new overseas borrowings in
1989/90 set for the States collectively is $825
million. This represents 22 per cent of their global
program - the same percentage as in recent years,

In 1989/90, SAFA provided the State Govern-
ment with loans totalling $150 million towards
funding of the State’s public sector general capital
works program.

During 1989/90, SAFA made new loans total-
ling $172 million directly to semi-government
authorities.

New lending arrangements in 1989/90 included
the provision of advances to:

. the Minister of Employment and Technical
and Further Education to finance two pro-
jects approved under the Business Enter-
prises scheme including the Croydon Col-
lege of Technical and Further Education’s
participation in the "SHRIKE" formula




Holden motor racing venture,

- the Racecourses Development Board for
financing the upgrading of grandstand fa-
cilities at the Adelaide Greyhound Racing
Club’s Angle Park course.

- the South Australian Health Commission in
connection with carparking facilitics at the
Adelaide Children’s Hospital, the Royal
Adelaide Hospital and the Flinders Medical
Centre,

- the Electricity Trust of South Australia for
general capital purposes. Although SAFA
assumed responsibility for raising funds for
ETSA from 30 June 1988, this year wit-
nessed ETSA’s first such borrowing re-
quirement,

The major public sector financial institutions for
which SAFA raised funds in 1989/90 were South
Australian Finance Trust Limited (SAFTL), the
Minister of Housing and Construction (HomeS-
tart Finance) and the Local Government Finance
Authority of South Australia.

SAFA also undertook significant borrowings in
connection with the Government’s HomeStart
lending program. In view of the success of the
program the level of future annual borrowings is
expected to increase over the $122 million raised
in 1989/90,

SAFA has continued to provide loans to the
Local Government Finance Authority of South

Australia on terms and conditions generally
based on the prevailing semi-government borrow-
ing rates. A total of $171.6 million was provided
during the year resulting in the amount outstand-
ing at June 1990 being $446.9 million.

Further progress was made during 1989/90 in
improving arrangements whereby the Govern-
ment and nearly all semi-government authorities
lodge all funds not immediately required with
SAFA each day.

The near total centralisation of State public sec-
tor cash has had a range of benefits, the most
notable being:

- the ability to earn higher retumns on funds
invested by dealing in larger sums under
broader investment criteria and, as circum-
stances dictate, over a wider range of matu-
rities; -

« the ability to lower interest costs by delay-
ing, reducing or obviating the need for the
public sector to borrow from the market;

« overdraft and short term borrowing facili-
ties are used more efficiently; and

- credit exposures by individual semi-gov-
ernment authorities to financial institutions
are eliminated.

The level of funds on deposit with SAFA from
the Government and semi-government authorities
at 30 June 1990 was $493 million,

Accounting, Administration and Systems

The Assistant General Manager, Accounting,
Administration and Systems and his staff of
twenty eight officers are responsible for:

- implementing procedures and policies
which correctly account for SAFA’s activ-
ities in accordance with generally accepted
commercial accounting practices;

- ensuring that SAFA’s obligations under
various financing transactions are met and
all receipts are duly received on a timely
basis;

- providing advice on accounting issues
which arise in the course of SAFA’s diverse
financial activities;
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- developing and implementing computing
and other systems to record SAFA’s finan-
cial activities;

- collecting relevant information for the pro-
duction of timely management reports;

. servicing the needs of the SAFA Board;

- attending to settlement and on-going main-
tenance procedures associated with trans-
actions;

- retail bond sales and registry liaison;
- managing SAFA’s marketing program; and

- providing administrative support to the ac-
tivities of SAFA generally,




During the year, the SAFA Board continued to
support the allocation of staff to the task of devel-
oping and implementing computer-based infor-
mation systems where it can be shown that those
systems provide significant benefits. SAFA’s
own staff resources were supplemented by the
employment of consultants with specialist infor-
mation systems skills.

In the area of computer-based systems, SAFA
has continued the policy of maintaining a central
data base of its financial information which can
be accessed by users who need to enquire about
various transactions or to obtain information for
analysis. The objective has been to equip the
users of the information with the computing tools
and skills necessary to extract and manipulate the
information into a format suitable for their pur-
poses. This objective is being achieved as more
users become familiar with the main central sys-
tem,

In conjunction with this approach SAFA has
also introduced specialised software which is spe-
cific to particular aspects of SAFA’s responsibil-
ity to manage a large range of financial
instruments. This software still draws on the cen-
tral data base for information but it has the ability
to analyse that data in a manner which would not
be within the capabilities of the main SAFA sys-
tem, The matching of systems in this manner has
proved to be efficient in providing the capacity
and information necessary to manage a diverse
range of transactions.

Staff training continues to receive a high prior-

Commercial Finance

ity. The nature of activities carried out by SAFA
are not encountered elsewhere in the public ser-
vice which means that it is necessary to continu-
ally train staff to ensure that their knowledge is
relevant to SAFA’s activities. Staff are also en-
couraged to pursue formal studies in areas that are
relevant to their work and this is made possible by
the study leave provisions which apply in the
public service. Attendance at courses and semi-
nars is also supported where the content is related
to the needs of SAFA and the officers concerned.

A major change to take place during 1989/90
was the transfer of the Registry of Inscribed Stock
from Registry Managers (Australia) Limited to
the Reserve Bank of Australia, the Government’s
banker, in April 1990, The Reserve Bank is able
to operate the registry from Adelaide, thereby
giving SAFA staff immediate access to the regis-
try staff to resolve any problems. The Bank’s
experience as the Registrar of Commonwealth
inscribed stock has ensured that it has systems
which are well-established and capable of han-
dling SAFA'’s requirements. The level of service
offered by the Bank allowed the redeployment of
three officers from the Funding and Investment
Branch to other branches where vacancies ex-
isted.

Other duties conducted by the Branch included
supervision of the production of the annual report,
assessment of the need for additional office ac-
commodation and preparation and monitoring of
the SAFA administration budget.

The Assistant General Manager, Commercial
Finance, currently has a staff of two officers and
is responsible for:

. monitoring and providing advice on devel-
opments in structured financing, negotiat-
ing commercial terms of structured financ-
ing transactions and maintaining completed
transactions;

. provision of special project financing in-
volving structured finance, or conventional
debt funding of non-public sector agencies
or public sector bodies involved in com-
mercial activities; and

. provision of a commercial assessment ca-
pability both with respect to proposals in-
volving fixed interest financing opportuni-
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ties for SAFA and more generally for other
arms of the public sector.

Opportunities for SAFA to undertake structured
financing arrangements during 1989/90 were lim-
ited.

In the latter half of the year an opportunity arose
to undertake a financing arrangement involving
forestry assets owned by the Minister of Forests
and managed by the Department of Woods and
Forests. This transaction, which provides funds
to the State at a margin below conventional inter-
est costs, will provide benefits measured in pres-
ent value terms totalling $6 million. While the full
financial benefit of the transaction will accrue to
SAFA, an equity investment of $6 million has
been made by SAFA in the operations of the
Department of Woods and Forests. This invest-




ment will obviate the need for the Department to
draw on the capital budget in 1990/91 and provide

International Finance

for an immediate reduction in the Department’s
interest expense.

The Senior Manager, International Finance, and
one other officer are responsible for this area of
activity which involves:

- analysing opportunities for undertaking
off-shore borrowings, and negotiating such
transactions;

. overseeing the investment of off-shore
funds;

- liaising with SAFA’s affiliated off-shore
corporations and assisting in the implemen-
tation of their borrowing and investment
activities; and

- managing the public sector foreign cur-
rency hedging service.

Developments in international capital markets
during 1989/90 resulted in limited fundraising
opportunities for SAFA.

SAFA undertook five public Eurobond issues
during 1989/90. They included:

. Euro NZ$50 million 13.75% Notes
launched in July 1989, maturing in 1994,
lead managed by Hambros Bank Limited;

. Euro A$75 million 14.50% Notes launched
in August 1989, maturing in 1994, lead
managed by Hambros Bank Limited;

- Buro A$125 million Zero Coupon Notes
launched in November 1989, maturing in
1994, lead managed by Hambros Bank
Limited;

- Euro Yen 10 billion 7.375% Notes
launched in March 1990, maturing 1992,
lead managed by Daiwa Europe Limited;
and,

» Euro A$75 million 15.25% Notes launched
in June 1990 maturing 1993, lead managed
by Hambros Bank Limited.

In October 1989, SAFA undertook its second
borrowing in the Japanese domestic market,
known as the Samurai market. The Samurai bond
issue for Yen 10 billion with a coupon of 5.6%,
maturing in 1994, was well received by Japanese
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investors. The issue was lead managed by The
Nomura Securities Co., Ltd and the lead commis-
sioned bank was The Long-Term Credit Bank of
Japan, Limited.

In July 1989, SAFA established an A$1000 mil-
lion Debt Instrument Program under which SAFA
may issue Euro Commercial Paper, Medium Term
and Long Term Notes. The key feature of the
Program is its flexibility which enables SAFA to
react quickly to market demand and to design
securities to meet specific investor demands.
Debt Instruments issued under the Program: -

. are exempt from Australian withholding
tax;

. may be in bearer or registered form;
- may be listed on a stock exchange;

- may be issued at par, at a discount or with
a premium;

. may or may not bear interest;
. may be linked to an index;

- may be issued in any currency which is for
the time being freely transferable and con-
vertible into Australian dollars; and,

- may be of any maturity.

The principal borrowings raised through the
Program during 1989/90 were Australian dollar
Euro Commercial Paper (ECP) and Medium Term
Notes (MTN). The total face value of Australian
dollar ECP raised during the year was A$1130
million with an average maturity of 69 days and
average daily outstandings of A$268 million. The
total proceeds amount of A$ MTN’s raised was
$94 million.

All of SAFA'’s borrowings both short term and
long term have been raised at significant margins
below equivalent domestic funding costs.

During 1989/90, SAFA continued its policy of
avoiding foreign exchange exposure on its bor-
rowings by swapping into Australian dollars or
acquiring matching assets, but carried a small
foreign currency asset position (A$26 million at
June 1990) on account of the retention in off-shore




portfolios of surpluses and margins previously

Financial and Credit Policy

earned on foreign currency operations.

The Assistant General Manager, Financial and
Credit Policy, is supported by a staff of four
officers.

The branch has two main functions:

. establishing and reviewing SAFA’s bor-
rowing and investment strategy; and

. determining credit risk policies, involving
the continual review of SAFA’s guidelines
on credit exposures arising from invest-
ments, swaps and other contracts.

The Branch also advises on strategies for the
management of SAFA’s equity investments.
Other functions involve preparation of SAFA’s
submissions to Australian and overseas credit rat-
ing agencies, liaison with the Australian Bureau
of Statistics on public sector financial statistical
matters, and provision of advice on public sector
financial issues generally.
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S AFA takes a conservative approach toits finan-
cial and credit policies. It does not take strong
views on likely interest developments but rather
approaches the market on a regular basis and
spreads its borrowings across the available matu-
rity spectrum. Foreign exchange exposures are
avoided, credit risks carefully controlled, appro-
priate levels of reserves and contingency provis-
ions are maintained and the organisation is well
capitalised. Transactions of affiliates are under-
taken on an interest rate matched basis.

As part of the evolution in SAFA’s interest rate
risk management task, a neutral debt management
approach has been identified which forms a
benchmark for making debt management deci-
sions. The benchmark net debt maturity profile
has been extended from 10 years to 15 years with
an associated increase in the average term to ma-
turity of that benchmark.
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CHAPTER VIII

ADMINISTRATION OF
SUPERANNUATION SCHEMES

STATE SUPERANNUATION OFFICE

The State Superannuation Office administers the
two State Superannuation Schemes on behalf of
the South Australian Superannuation Board.

The Superannuation Board has statutory respon-
sibilities for oversight of the Superannuation Act,
1988. It produces a separate annual report on its
activities which includes those of the Superannu-
ation Office. A more detailed report of the Super-
annuation Board’s activities is therefore
separately available and can be obtained from the
Superannuation Office.

Organisation of the Office

During 1989/90 the Superannuation Office was
organised into three main sections:-

. Contributions
. Advisory
. Pensions

The Office is administered by the Manager, Su-
perannuation Office who is also Secretary to the
Superannuation Board. The Manager reports to
the Deputy Under Treasurer.

The Office has access to services provided else-
where in Treasury in accounting, information sys-
tems, administration, actuarial advice, and other
advisory functions. The Office obtains legal ad-
vice from the Crown Solicitor and medical advice
from two consultant medical practitioners em-
ployed by the Superannuation Board on a ses-
sional basis.

Functions of the Office
The main functions of the Office are:-

. the processing of applications to join the
new State Superannuation Scheme includ-
ing the assessment of the health of appli-
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cants;

. the collection and recording of employee
contributions;

. the payment and recording of pensions and
lump sum benefits (including preserved
benefits) to and in respect of scheme mem-
bers;

. the provision of information and counsel-
ling services to contributors and super-
annuants, including two-day pre-retirement
seminars;

. the provision of information to other em-
ployees of Government;

. liaison with personnel and pay officers in
Government agencies to ensure that they
disseminate information on the scheme,
and are familiar with procedures for the
collection of contributions and processing
of applications for benefits.

Contributions

The number of persons contributing to the
Scheme increased during the year from 21,311 to
22.735. 84 members have taken advantage of the
new provisions to preserve their benefits.

This year 2,147 persons commenced paying
contributions to the fund compared to 2,072 last
year. The new Act with its more flexible provis-
jons has continued to encourage new member-
ship.

Statements were sent to all contributors advising
them of the amount held in their superannuation
account. This year was the first year under the
new Act when interest from fund earnings has
been attributed to accounts. Pension scheme




members were attributed with 12% and lump sum
scheme members 14%.

Advisory

The Advisory Unit continues to provide a highly
sought after service for individual advice and
seminars to both members and prospective mem-
bers. 16 pre-retirement seminars were held for a
total of 476 contributors and 90 non-contributors,
many with their partners. 105 promotional semi-
nars were held in 42 government agencies and
authorities,

A new brochure and four posters were printed
and made available to agencies. In addition, a
brochure containing information from the Super-
annuation Board’s Annual Report was distributed
to all members, along with an information bro-
chure from the South Australian Superannuation
Fund Investment Trust.

Pensions

The number of pensions being paid again de-
creased during the year from 11,401 to 11,294,
This continuing decrease is a result of the
Government’s policy of regular offers to some
pensioners to commute their full pension toa lump
sum, Through the year, an offer was made to
1,156 pensioners which resulted in 259 fully com-
muting their pension. 455 commuted a proportion
of their pension,

The number of new pensions granted this year
was 803 compared with 863 last year. (This in-
cludes new widow, widower and student pensions
as well as new retirement pensions.) 108 of these
new pensioners fully commuted their pension to
a lump sum,

The number of invalid pensions granted during
the year was 57 compared to 52 last year.

36 temporary disability pensions were ap-
proved, compared with 34 last year, Contributors
who apply for a disability pension are, unless
clearly and unequivocally permanently incapaci-
tated for employment, approved for a temporary
disability pension in the first instance. This al-
lows both the contributor and the employer time
to assess and rehabilitate towards a return to work
where possible.

The Superannuation Board has been concerned
at the lack of follow-up of disability pensioners by
employing agencies. In response to these con-
cerns Treasury gained the Treasurer’s approval to
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charge agencies for this pension to provide an
incentive to agencies to undertake rehabilitation.
A survey of these pensioners was conducted to-
wards the end of the year. Recommendations
from this report are being finalized and will result
inimprovements in the administration of this ben-
efit.

The thrust to encourage pensioners to have their
pension paid by direct deposit to a bank, building
society or credit union, rather than by cheque, has
continued, and the proportion of pensioners now
receiving their pension by cheque is 3%.

Systems

With the proclamation of the new Superannua-
tion Act, 1988 on 1st July, 1988 there was a need
to revise totally the Office Information System.,

A tender was finalised late in 1988 to develop
and implement a new on-site system for the Of-
fice. The pensioner part of the system was oper-
ational late in 1989 and has proved an effective
and efficient mechanism for the management of
records and payments. The contributor aspect of
the system is still being finalised.

Staff of the Office

As at 30th June, 1990, there were 19 full-time
permanent officers and 5 temporary positions.
These temporary positions have been used for the
input of data required to establish the new system
and also to assist the Office in peak periods.

The organisational review of the Office has re-
sulted in the three heads of section being reclassi-
fied from CO-4 to CO-6. Three new positions of
assistant to the heads of section have been created
at the CO-4 level and will be finalised early in the
1990/91 financial year.

This new structure of the Office acknowledges
the increasing responsibilities carried by the staff
in this increasingly difficult and complex area.
Further positions will be reviewed in this coming
financial year.

Office accommodation was improved during the
year to provide more appropriate facilities for
both staff and the constant flow of members who
attend the Office throughout the year.

A receptionist/secretary was appointed in Janu-
ary to offer a first contact facility for new entrants,
contributors and pensioners,




PUBLIC SECTOR EMPLOYEES SUPERANNUATION SCHEME

‘The Public Sector Employees Superannuation
Scheme (PSESS) become operational on 1 Janu-
ary 1988 although final details of the Scheme
were not agreed between the Government and the
Union until late in 1988. The Scheme is adminis-
tered under Deed of Agreement between the Trea-
surer and the United Trades and Labor Council
representing the public sector unions. Treasury
administers the Scheme on behalf of a Board of
Administrators established under the Deed of
Agreement. Approximately 116,000 employees
and 170 public sector agencies participate in the
Scheme.

The Scheme
The Scheme provides benefits of:

3% of salary or wages for employees who are
not members of the State pension scheme.

2% of salary or wages for employees who are
members of the State scheme.

Benefits to members of the State pensions
scheme were reduced by 1% to meet the cost of
the preservation of benefit option incorporated
into the pension scheme.

The Scheme has minimum and maximum bene-
fit levels which are reviewed annually. The min-
imum benefit is adjusted to take account of State
wage case decisions during the year. The maxi-
mum benefit is reviewed to ensure that the overall
cost of the Scheme does not exceed 3% of eligible
earnings.

The Board of Administrators

The Board was established in January 1990. It
comprises a Presiding Officer appointed by the
Treasurer, two members appointed by the Trea-
surer and two members nominated by the United
Trades and Labor Council.

PSESS Administrative Unit

The Unit forms part of Treasury’s Corporate
Services Branch. Treasury’s Manager, Corporate
Services manages the Unit which now comprises
eleven positions, divided between claims, ac-
counting and liaison activity. The Manager, Cor-
porate Services also provides Executive support
to the Board.

The Unit has access to services provided else-
where in Treasury in accounting, information sys-
tems, administration, actuarial advice and other
advisory functions,
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Functions of the Unit
The main functions of the Unit are:-

. the collection and recording of data from
agencies with respect to employees.

. the establishment of employee benefit ac-
counts which are updated annually.

. the payment of benefits.

. liaison with agencies on the requirements
of the Scheme.

. the provision of client services to all public
sector employees.

Systems

Work commenced during the year to specify
user requirements for the Scheme and to develop
programs to satisfy all of the Scheme’s require-
ments for computerised systems. Eventually, the
Scheme will share hardware and software facili-
ties with the State Superannuation Office. Pend-
ing the availability of facilities on the proposed
new mini-computer, interim programs for the cal-
culation of benefits have been developed for ap-
plication on several personal computers which are
available to the Unit.

Claims

Approximately 5,300 claims were received be-
tween 1 January 1988 and 30 June 1990. Of these,
2637 resulted in payment of a benefit to the claim-
ant. 781 claims remained outstanding as at 30
June 1990. The balance of the claimants were
advised that their benefits in the Scheme would be
preserved until their retirement on account of age
or invalidity or until a benefit became payable for
otherreasons described in the Deed of Agreement,

Date Intake from Agencies

In November 1989 all public sector agencies
were requested to provide information conceming
the employment status of all their employees,
details concerning earnings and other details
which will enable the calculation of benefits. The
information will be updated annually and will
provide the data base for the calculation of bene-
fits and the issue, annually, of statements of enti-
tlement to employees.

The exercise to date has been a difficult and time
consuming task for a variety of reasons, including




the unavailability of all of the information re-
quired in computerised form and other priorities
within agencies taking precedence over PSESS
requirements,

Statement of Entitlement

The first Statements of Entitlement under the
Scheme will be issued early in the 1990/91 finan-
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cial year. The statements will cover the period 1
January 1988 to 30 June 1989, Statements for the
period to the 30 June 1990 will be issued as soon
as possible thereafter depending upon the receipt
of details from agencies. In future the issue of
annual statements will be staggered over the pe-
riod between July and September inclusive.




CHAPTER IX

MANAGEMENT OF
SUPERANNUATION FUND
INVESTMENT ACTIVITIES

SASFIT

The South Australian Superannuation Fund In-
vestment Trust (SASFIT) is the statutory body
charged with the responsibility of investing and
managing the funds contributed by members of
the State superannuation schemes. During the
year SASFIT became responsible under the Police
Superannuation Act for managing the funds con-
tributed by police to the two police force superan-
nuation schemes. SASFIT determines investment
policy within the broad investment powers given
to it by the Superannuation Act and Police Super-
annuation Act. SASFIT presents detailed annual
reports to Parliament on its investment activities,
policies and administration.

SASFIT comprises five members, two of whom
represent contributors to the Superannuation
Fund, two are nominees of the Minister of Finance
and there is an independent Chairman,

SASFIT’s Investments
(a) DISTRIBUTION

The assets of both the Superannuation
Fund and the Police Superannuation Fund
("the Funds"), which currently total, on a
market value basis, approximately $950
million are distributed among several cat-
egories of investment, including CPI
linked investments, commercial property,
listed equities such as shares and convert-
ible notes, unlisted equity investment,
fixed interest securities and short term as-
sets.

The asset allocation of all funds managed
by the Trust at year beginning and end is
depicted below.

ASSET ALLOCATION - ALL SCHEMES

80-JUN-88

CP Linked Invetmnte 92.6%

8psolal Invetmnts 10.2%

Fixad Interat 1.6%
Short Term Assels 10.8% Listed Equitiea 4.2%
\‘
Property 34.6%

TOYAL ABSETH 6848 MILLIOW
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30-JUN-80

OF| Linked invetmnig 00.2%

Spectal Invatmnts 18.8%
Fixad Intaraat 11%

Listed Equitios 3.0%

/

/i /
|~
Proparty 28.8%

Short Term Assats 8.4%

TOTAL ABBET #4847 NILHONM




The above overall investment allocation count. The 'new’ police lump sum scheme

reflects a combination of different asset held no contributions as at 30 June 1990.
allocations for each of five scheme funds

managed by SASFIT, namely the ’old’ Funds un.der. management_by scheme at
State pension scheme, the 'new’ State year beginning and end is as depicted
lump sum scheme, the old’ police pension below:-

scheme and the employer contribution ac-

FUNDS UNDER MANAGEMENT - BY SCHEME
30-JUN-89 30-JUN-90

IN ] L §
oW’ Stete Lump Sum Employer Contri. New' Stato Lump Sum Employe; Oantributn

'Ol Pollce Penalon
0.2%

%
4
9.
(2S5
009,00,
D000 I 00994
GRS RS
SRR RIS
1 909:0.0:9:.0.0:9°¢. 9.9.90.0.0.9.0.0:¢.¢,
RRERIKS RSBEEE
‘Old' 817¢2t‘e2 ;enulon \‘Q:Q:?:Q:Q," ‘lg’ sg(zge? ;anelon
TOTAL ASBET 6848 MILLION TOTAL ABBET 8847 MILLION
(b) STRATEGY presents its investment performance on
, ] both that basis and on the basis of modified
SASFIT’s long-term investment strategy market values - the latter measure using
with respect to funds managed for the pen- purchase yields for valuing CPI linked in-
sion schemes has been to invest a signifi- vestments, reflecting SASFIT’s uncom-
cant proportion (about half) by way of CPI monly large allocation to CPI linked
linked investments (providing a secure re- investments and the high volatility of mar-
turn relative to inflation) and the remainder ket values for such instruments. The latter
in market related investments (e.g. equity measure provides a smoother result for
and property). Variations around that investment performance between periods
strategy have been taken from time to time but the same average result over long pe-
when, on a medium term basis, some asset riods.
classes have been regarded as under or
over priced, Investment performance in recent years
. . has been:-
During 1989/90, long-term investment
strategies were reviewed by SASFIT with MODIFIED MARKET VALUE BASIS
the advice of outside consultants. That .
review has not been completed for all One year Five years
schemes, but preliminary conclusions are ended
that little change is likely to be required to (%pa) (% pa)
the strategies adopted for the pension
schemes. 1985/86 16.4 n.a.
(c) PERFORMANCE 1986/87 20.3 n.a.
A measurement of investment perfor- 1987/88 19.9 20.7
mance can be used for a range of purposes 1988/89 10.1 18.8
and can be calculated on a number of dif-
ferent bases. SASFIT presents its ac- 1989/90 7.8 16.0

counts on a full market value basis and L
Performance by sector is discussed more
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fully in SASFIT’s annual report.
(d) RECENT ACTIVITY

No major property purchases were made
during the year, Efforts were concentrated
on leasing SASFIT’s recently completed
CBD office development, Central Plaza,
which is proving to be quite slow - reflect-
ing the current oversupply of prime office
space in Adelaide.

Little change occurred in SASFIT’s listed
equity portfolio during 1989/90 although a
decision was made towards the end of the
year to pass that portfolio to an outside
equity manager in 1990/91.

In the unlisted equity area, a further invest-
ment was made in the AWA Defence In-
dustries Trust to allow the purchase by that
Trust of some synergistic defence related
divisions of AWA Limited. SASFIT also
took a substantial equity position in Aus-
terco Limited.

CPI linked investment activity was limited
to further takeups of Sydney Harbour Tun-
nel Bonds and some purchases of Victor-
ian Housing Bonds and CDC Bonds
(Construction and Development Company
Bonds used to finance the construction of
the Canberra headquarters for the Depart-
ment of Social Security).

() TAXATION, ACCOUNTING, ADMIN-
ISTRATION AND STAFFING MAT-
TERS

In October 1989, the Superannuation Act
was amended to make clear that the funds
managed by SASFIT were the Crown’s
assets and therefore not subject to Com-
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monwealth taxation on the funds’ income
or capital growth, The funds’ taxation sta-
tus for the period between 1 June, 1988 and
19 October, 1989 remains in dispute.

The audited accounts of SASFIT are pre-
pared on a market value basis, consistent
with superannuation industry practice.
Such accounts will be presented to the
Minister of Finance, as part of the Annual
Reports required under the Superannua-
tion Act and Police Superannuation Act,
by the end of October.

During the year SASFIT decided to unitize
all funds under its management from 1
July, 1990, Unitization will mean that
SASFIT will manage its assets by asset
class (e.g. property equity, cash, fixed in-
terest, listed equities, special investments)
with the scheme funds holding units in
each asset class fund according to the asset
allocation policy determined by SASFIT
as most appropriate for each scheme fund.

SASFIT’s staffing establishment is
twelve, comprising a Chief Executive and
Deputy, three investment managers, a
Manager, Accounting and Support Ser-
vices and six accounting, research, cleri-
cal, and secretarial support staff. Those
twelve positions were filled for most of the
year, Nine employees were made avail-
able from Treasury Department while
three employees have direct employment
contracts with SASFIT.

SASFIT moved offices during the year
from leased accommodation in the GRE
Building to the 12th floor of its new office
building at 45 Pirie Street.
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CHAPTER X

PROVISION OF ACTUARIAL

ADVICE

The Public Actuary’s Office provides advice
within the public sector on superannuation, life
insurance, general insurance and related matters.
The Office consists of an actuarial core plus two
non-actuarial components.

The first non-actuarial component is the Super-
annuation Policy and Management Unit whose
two members co-ordinate superannuation policy
and management in the public sector, monitor
existing schemes, administer superannuation
schemes for politicians, judges and governors,
and service the interdepartmental Superannuation
Task Force. The head of the Unit is a member of
the Task Force, Secretary and Executive Officer
to the Parliamentary Superannuation Scheme,
Chairman of the Metropolitan Fire Services Su-
perannuation Fund, amember of the Police Super-
annuation Board and a member of the Public
Sector Employees Superannuation Scheme
(PSESS) Board.

During the year considerable effort was devoted
to the introduction of the new Police Superannu-
ation Scheme which became effective on 1 June
1990. This is 2 lump sum scheme modelled on the
State Superannuation Scheme which came into
force on 1 July 1988.

A Deed of Arrangement governing the operation
of the Public Sector Employees Superannuation
Scheme was signed by the Treasurer and the
UTLC in September 1989,

The Unit has continued to assist with the review
of the Electricity Trust of South Australia super-
annuation arrangements and in particular with the
"39 productivity" arrangements and the develop-
ment of regulations for a new lump sum scheme
for the Trust.

The program of public sector superannuation
scheme rationalisations has continued throughout
the year with particular attention being paid to
hospital schemes and the STA.,

Considerable time has again been spent this year
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dealing with complex Commonwealth legislation
affecting superannuation. Action was taken to
constitutionally protect the State Superannuation
Scheme and some other state public sector
schemes from the Commonwealth’s new taxation
rules. The Unit head has also participated on a
Commonwealth committee dealing with AIDS
and superannuation,

The second non-actuarial unit also has two
members and its main function is to assist the
Public Actuary to implement the self-insurance
and risk management arrangements that were
adopted as Government policy in February 1988.
The unit is assisted in this role by insurance bro-
ker, Sedgwick James Limited, which s contracted
by the Government to provide technical and insur-
ance advice and risk management expertise.

Under the arrangements, most insurance poli-
cies previously effected by government depart-
ments and agencies have been allowed to lapse.
Claims are now met by agencies up to an agreed
level per incident with the balance of costs being
met by Treasury.

The underlying rationale for the arrangements is
that the Government as a whole has the capacity
in most circumstances, to meet claims as and
when they occur and that over time self-insuring
will save money.

Loss details have been collected since 1 July
1988 on a central claims information system de-
veloped by Sedgwick James. This database has
been used to provide brief reports to some agen-
cies on their loss experience and it is planned that
more comprehensive reports will be provided to
all agencies in the coming year.

Numerous risk audits have been conducted,
mostly by Sedgwick James, and reports produced
for agencies to help them identify and reduce or
eliminate risk exposures. By better risk manage-
ment, agencies should be able to reduce losses.

The arrangements have been extended beyond




departments to include some "off-budget" agen-
cies and statutory authorities. The State Transport
Authority, the Local Government Mutual Liabil-
ity Scheme, Woods & Forests and SATCO are
included and pay a contribution to Treasury for
the transfer to Treasury of the financial risks as-
sociated with large losses. Other bodies included
are the Royal Zoological Society, Botanic Gar-
dens, North Haven Trust, Art Gallery, Museum,
Carrick Hill, History Trust and the Parks Commu-
nity Centre,

Volunteers who assist departments in the provi-
sion of services are covered under the arrange-
ments for personal accident and liability risks.
Public liability risks of school councils are also
covered.

During 1989/90, claims under the arrangements
totalling $567,000 were paid from the Treasurer’s
Miscellaneous Line in respect of 8 losses in 4
agencies.

Since 1 July 1988 the Unit has also administered
losses that arise from fires in government build-
ings - there were 28 such fires during 1989/90
compared with 21 the previous year, Amounts
totalling $2,964,000 were reimbursed from the
Treasurer’s Miscellaneous Line during the year
for fire losses, while at 30 June 1990 outstanding
known losses were estimated at about $3.4m.

The actuarial core of the Office has a wide range
of tasks which includes providing substantial as-
sistance as required to the non-actuarial compo-
nents of the Office and to the Superannuation
- Office.

In the superannuation area an actuarial investi-
gation of the Police Pensions Fund was carried out
and a report completed and submitted to the Min-
ister in May 1990.

Considerable time was again spent on the assess-
mentofinvalidities under the Police Pensions Act.
However, with the introduction of the new Police
Superannuation Act this responsibility rests with
the Police Superannuation Board.

An actuarial investigation of the South Austra-
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lian Superannuation Fund, was also substantially
completed during the year but the report on the
investigation has not yet been finalised.

An actuarial investigation of the Long Service
Leave (Building Industry) Fund was completed
and a report submitted to the Board in August
1989.

The Office has continued to administer the
Housing Loans Redemption Fund Act, the Benefit
Associations Act and the Friendly Societies Act.
With regard to the latter, little progress has been
made with the review of the Act. Although obvi-
ously out-of-date in some areas, the act continues
to work quite effectively in practice to protect the
investments of members.

Further input was made by the Office to the
Standing Committee of Consumer Affairs Minis-
ters on the preparation of uniform consumer credit
legislation.

Advice was also given to the Task Force looking
atNo-Fault Compensation for Medical Misadven-
ture. The Public Actuary will provide costings for
such a no-fault scheme to the Task Force.

As is usual, advice has also been given to the
Government and to individual Government agen-
cies in respect of workers compensation, long
service leave and other matters involving interest
and/or demographic factors.

The actuarial staff are members of the Boards of
the Local Government Superannuation Scheme,
the Local Government Mutual Liability Scheme
and the Royal Zoological Society of SA Superan-
nuation Scheme,

During the year one of the three qualified actu-
aries in the Office resigned and the Office has
been unable to attract a qualified replacement,
This has placed considerable strain on the re-
sources of the Office and on the ability of the
Office to provide advice on all relevant matters in
an effective and timely manner, It is hoped that
this situation will be rectified during the coming
year,




CHAPTER XI

SUPPORT SERVICES

The Corporate Services Branch provides a Min-
isterial Office service for matters relating to the
portfolio of the Treasurer and the Minister of
Finance, including the administration of the Un-
claimed Moneys Act, the Rural Advances Guar-
antee Act and Section 71 of the Administration
and Probate Act which deals with the payment of
unpaid salary and leave entitlements to the depen-
dants of deceased Government employees.

The Branch provides a support service to all
operational areas of the Department on matters
ranging through accommodation and associated
facilities, supply, transport, keyboard and recep-
tion services and correspondence. The Branch
also manages the library and provides a service to
management and staff with respect to the various
management services disciplines.

The Branch is also responsible, within Treasury,
for the administration of the Rural Advances
Guarantee Act, under which the Treasurer is em-
powered to guarantee the repayment of loans
made by a bank to a borrower wishing to engage
in primary production. In the great majority of
cases the loans are adequately secured and bor-
rowers ate experiencing no apparent difficulty in
making repayments.

The Branch receives all correspondence ad-
dressed to the Treasurer, the Minister of Finance,
or to the Premier where the matter is relevant to
the responsibilities of the Treasurer, and arranges
for reports to be prepared by the appropriate au-
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thorities (eg State Bank, Lotteries Commission).

The Branch is also responsible for the provision
of staff-related management services including
the implementation and management of the
Department’s personnel policies which are de-
scribed in the following chapter.

Treasury continued to administer the Lottery
and Gaming Act and the Collections for Charita-
ble Purposes Act involving, respectively, the issu-
ing of licences to conduct small lotteries and the
licensing of charitable organisations to collect
donations from the public.

Work was completed, following extensive con-
sultation with the small lotteries industry, on the
drafting of regulations under the Lottery and
Gaming Actto enable the licensing of printers and
suppliers of instant lottery tickets, to make hotel
licensees responsible for all small lotteries con-
ducted within their licensed premises and to re-
quire all small lottery returns to be audited where
gross proceeds annually exceed $2,000.

Work commenced during the year on a full
review of the Lottery Regulations and the Collec-
tions for Charitable Purpose Act. It is anticipated
that revised regulations and suggestions for
changes to the Collections for Charitable Purpose
Act will be developed during 1990/91 following
consultation with the relevant organisations and
charities.
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