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Summary

Overview

1. In April 2002, the Australian National Audit Office (ANAO) tabled
Audit Report No.40 2001-02 Corporate Governance in the Australian Broadcasting
Corporation (the 2002 audit). The 2002 audit made 14 recommendations for
improvement, of which the Australian Broadcasting Corporation (ABC) agreed
with 12, and agreed with qualification to the remaining two.

2. In December 2002, the Joint Committee of Public Accounts and Audit
(JCPAA) tabled Report 393—Review of Auditor-General’s Reports 2001-02 Fourth
Quarter (the JCPAA report), which reviewed aspects of the ANACO’s 2002
audit. The JCPAA made three recommendations to the ABC that build on
matters addressed in recommendations from the 2002 audit.

3. In August 2003, the ABC submitted a report to the JCPAA on its
progress in implementing the recommendations from the 2002 audit and the
JCPAA report. This follow-up audit examined the ABC’s implementation of
recommendations from both reports, using the ABC’s progress report as its
base.

Background

4. The Australian Broadcasting Commission became the Australian
Broadcasting Corporation (ABC) in 1983 with the passage of the Australian
Broadcasting Corporation Act 1983 (the ABC Act). The ABC is one of Australia’s
core institutions that helps to reflect Australia’s national identity; foster the
arts; and encourage cultural diversity. The presence of an independent
national broadcaster, such as the ABC, is considered by many commentators to
play a vital role in any well functioning democracy.

Conclusion

5. The ANAO considers that the ABC has made considerable progress to
address all recommendations from the 2002 audit and the JCPAA report. In the
two years since the tabling of the 2002 audit report, nine of its 14
recommendations have been fully implemented or are on track for timely
implementation in the near future. Parts of the five remaining
recommendations have been fully implemented, with the other parts being
partially implemented. The ABC has fully implemented one of the JCPAA
recommendations, substantially implemented another and partially
implemented the third. A summary of the ABC’s progress in implementing
each recommendation is provided in the Key Findings below. The ANAO has

Report No.38 2003-04
Corporate Governance in the Australian Broadcasting Corporation—Follow-up Audit

11



made suggestions for improvement throughout this report, as well as one
further recommendation to enhance the operation of program quality reviews.

ABC Response

6. The ABC welcomes the acknowledgement that it has achieved
considerable progress towards implementation of the original 14 ANAO
recommendations and the related three JCPAA recommendations.

7. It may be noted that the 14 major ANAO recommendations consist of
25 parts. According to the ANAO’s assessment, the ABC has fully
implemented or is on track to implement 19 of these parts (76 per cent) and has
partially implemented the remaining six.

8. This reflects the strong and continuing commitment of the ABC Board
and management to achieving high standards of corporate governance. The
Board has received quarterly progress reports on implementation and is
represented on an ANAO Implementation Steering Committee convened by
the Managing Director.
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Key Findings

ABC Corporate Planning (Chapter 2)

Recommendation No.1 from the 2002 audit (para. 2.1)
9. The ANAO recommends that the ABC’s next Corporate Plan:

(a) address the matter of the strategies and policies that the Corporation
will follow to ensure the Board fulfils its duties as required under
Section 8 of the ABC Act; and

(b) include verifiable efficiency and other targets of the expected
performance to be achieved during the life of the Plan.

Status

10. The ABC is on track to implement this recommendation when the next
ABC Corporate Plan is finalised in late 2003-04.

11. The ABC is well placed for its next Corporate Plan to include: strategies
and policies that will allow the Board to discharge its statutory duties; and
improved performance indicators and targets.

Recommendation No.2 from the 2002 audit (para. 2.8)

12. The ANAO recommends that, in order to streamline the planning
process and improve the information available to Parliament when reviewing
the appropriation proposed for the ABC, future PBSs align more closely with
the ABC’s Corporate Plan.

Status
13. The ABC has substantially implemented this recommendation.

14. All the ‘Quality” indicators listed in the ABC’s 2003-04 Portfolio Budget
Statement (PBS) can be matched back to the 2001-04 Corporate Plan. However,
most of the ‘Quantity’ indicators in the PBS cannot be matched to the
Corporate Plan. The ABC indicated that it had brought the PBS and Corporate
Plan into appropriate alignment, notwithstanding the fact that certain
performance indicators used in the PBS do not reflect exactly those in the
Corporate Plan. Some indicators that do not change significantly over time are
useful in demonstrating value for money in the PBS context, but are much less
useful in the Corporate Plan to demonstrate performance trends over a three-
year period.
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Recommendation No.3 from the 2002 audit (para. 2.17)

15. The ANAO recommends that, in order to realise a range of business
and accountability benefits from its IT platform:

(a) the objectives of individual IT projects should be aligned with the
strategic direction of the Corporation; and

(b) consideration should be given in the IT strategic plan to the acquisition
of a suitable capability to capture and report on performance
information relevant to the ABC’s new Corporate Plan.

Status

16. The ABC is on track to implement this recommendation late in 2003-04
once the Corporate IT Strategy has been completed and the Strategy’s
governance arrangements for IT have been put in place.

17. The draft Corporate IT Strategy 2004-2006 sets out a number of
principles that provide a good framework for planning and managing
information management projects and activities. However, development of the
Strategy has been slow. The ABC does not expect to complete the Strategy until
March 2004, nearly two years after the tabling of the 2002 audit report.

Recommendation No.4 from the 2002 audit (para. 2.26)

18. To improve decision-making in schedule management and enable
better measurement and reporting of achievement against Charter obligations,
the ANAO recommends that the ABC:

(@) integrate financial information and performance information at the
planning phase of schedule management;

(b) improve the specification of program objectives, including setting
qualitative and quantitative targets directed at higher standards of
performance, including increased reach and share; and

(0) make better use of time series information and information about the
behaviour and attitude of audiences and those who do not use ABC
services, including time use analysis information.

Status

19. The ABC has implemented Recommendation (c) and partially
implemented Recommendations (a) and (b).

20. The plans that drive the scheduling of programming in the Radio,
Television and New Media Divisions demonstrate the use of qualitative and
quantitative research in the schedule management process. Although Radio
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Key Findings

and New Media Divisions have implemented Recommendations (a) and (b),
the Television Division can improve the assurance it gives to the Board that
television programming is expected to meet Corporate performance objectives
for which the Board is accountable. The ANAO supports a Television Division
proposal made to the ANAO during the audit to address this observation.

Recommendation No.10 from the 2002 audit (para. 2.47)

21. The ANAO recommends that, in order to assist the monitoring of the
effectiveness of the inter-divisional service arrangements for news and current
affairs:

(a) the ABC progress without delay the conclusion of the service
agreements between the News and Current Affairs Division and the
three output divisions; and

(b) the service agreements be subject to an evaluation process each year.
Status

22 The ABC has implemented this recommendation.

23. After some delay, service level agreements/administrative

arrangements between News and Current Affairs Division and the Radio,
Television and New Media Divisions were completed and implemented in
early 2003-04. Each agreement/arrangement has clauses that subject them to
annual review.

Independence, accuracy and impartiality (Chapter 3)

Recommendation No.5 from the 2002 audit (para. 3.1)

24. The ANAO recommends that, in order to improve reporting on the
achievement of programming standards that have legislative force—
independence, accuracy and impartiality—and to assist ABC personnel have a
clearer understanding of what such standards mean in practice, the ABC
develop appropriate reporting methodologies and arrangements that clearly
differentiate the legislated standards from the other ABC editorial standards.

Status
25.  The ABC has implemented this recommendation.

26. The ABC has introduced a number of reporting methodologies and
arrangements to implement this recommendation. The Board receives regular
certification from the Director of each Division that, to the best of the their
knowledge, Divisions are complying with ABC Editorial Policies and Code of
Practice. The Board is also informed of the details of any events and complaints
that could bring into question the ABC’s compliance with Editorial Policies.
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27. Editorial Policies now indicate that the statutory duties of the ABC
Board, including maintaining the independence and integrity of the ABC and
ensuring the accuracy and impartiality of the news and information. In
addition, the ABC now publishes quarterly statistics on audience comments
and complaints on its Internet website. One of the complaints subject
groupings relates to the legislative requirements of independence, accuracy
and impartiality.

Recommendation No.6 from the 2002 audit (para. 3.9)

28. The ANAO recommends that, in order to reduce confusion and
improve consistency and the clarity of documentation, the ABC produce a
single statement of the required broadcasting standards, for use both within
the ABC and for the purposes of notification to the Australian Broadcasting
Authority (ABA) of the Code of Practice required under the ABC Act.

Status

29. The ABC has substantially achieved the thrust of the requirements of
this recommendation.

30. Although a single statement has not been developed, the thrust of the
recommendation—to reduce confusion and improve consistency and clarity—
has been substantially achieved. The ANAO observed increased alignment
between the Code of Practice and the Editorial Policies since the 2002 audit.

31. The ABC indicated that it does not envisage the creation of a single
statement because the Code has a particular legislative status, while Editorial
Policies cover additional matters. Nevertheless, any future refinement of
Editorial Policies will involve a review of the Code to ensure that the language
of each reflects the other.

Recommendation No.7 from the 2002 audit (para. 3.17)

32. The ANAO recommends that, in order to strengthen existing editorial
arrangements, the ABC clarify the following:

(a) the differences between news and current affairs as generic program
titles and news and current affairs as specific programs produced by
the News and Current Affairs Division;

(b) the status of ‘information’ programs and the applicability of the
Editorial Policies to them; and

(0) responsibility for reporting within the Corporation about the
independence, accuracy and impartiality of the ABC’s information
programs.
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Key Findings

Status

33. The ABC has implemented Recommendations (a) and (c) and partially
implemented Recommendation (b).

34. The Editorial Policies now provide sufficient clarity on their applicability
to news and current affairs genres. In addition, and as noted above, each
Director certifies that their Division is complying with Editorial Policies,
including the legislative requirements of independence, accuracy and
impartiality. Revisions made to Editorial Policies since the 2002 audit now
requires information programs to be separated into two categories. However,
ambiguity over the definition of the categories means there is a risk that the
relevant editorial policies may not be consistently applied across the two
categories of information programs. The ABC should address this ambiguity,
as a priority.

35. The ABC considers that the Editorial Policies are sufficient to enable
program makers and managers to make reasonable judgements as to what
standards must be applied to the hundreds of ABC programs that are
broadcast daily throughout Australia and internationally.

Recommendation No.8 from the 2002 audit (para. 3.26)

36. The ANAO recommends that, in order that the Board is more able to
assure itself and Parliament about the achievement of legislative requirements
for the ABC’s news and information programs, the ABC:

(@) extend the current system of quality review to include an assessment of
the Charter requirements of independence, accuracy and impartiality
and use the data to generate appropriate reports to the Board on the
achievement of these requirements; and

(b) apply a similar extended system of quality review to ABC current
affairs and information programs, including information programs
produced outside the News and Current Affairs Division.

Status

37. The ABC has implemented Recommendation (a) and partially
implemented Recommendation (b).

38. Program quality reviews conducted by the News and Current Affairs
Division now address the issues of independence, accuracy and impartiality.
As well, exception reports are generated regularly for the Board. The coverage
of program quality reviews has been extended to all programs within the
News and Current Affairs Division and news and information programs on
ABC On-line. However, ambiguity over the categorisation of information
programs means there is a risk that program quality reviews conducted
outside the News and Current Affairs Division may not be undertaken for all
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information programs comprising both news and information relating to
current events. The ANAO has made a recommendation in this regard.

Recommendation No.9 from the 2002 audit (para. 3.42)

39. The ANAO recommends that, to enable the Board to assure itself that
the ABC is delivering a news and information service that is independent,
accurate and impartial, the material regularly presented to the Board on the
basis of audience feedback be improved by addressing the issues of
independence, accuracy and impartiality which should be supported by
appropriate statistical surveys or other analysis.

Status
40. The ABC has implemented this recommendation.
41. Statistics on audience feedback, including complaints and

appreciations, are provided regularly to the Board and published on the ABC’s
Internet website. The ABC has an accessible, responsive and transparent
process for handling complaints that relate to issues of the independence,
accuracy and impartiality of its news and information programs.

Performance management (Chapter 4)

Recommendation No.11 from the 2002 audit (para. 4.1)
42, The ANAO recommends that the ABC:

(@) align its internal performance measuring, targeting and reporting
framework with the external performance reporting requirements of
the outcome, outputs-based system of accrual budgeting and
accounting; and

(b) refine its management information systems to incorporate both
financial and non-financial information using this framework.

Status

43.  The ABC has implemented Recommendation (a) and has partially
implemented Recommendation (b).

44, The ABC regularly monitors its performance against the PBS
performance indicators (and the more specific targets set in ABC Divisional
Plans). This performance is also regularly reported to the ABC Board.

45. The ABC’s model to allocate divisional costs and revenue on an
outputs/outcomes basis is reasonable. Nevertheless, the model cannot
separately attribute costs and revenues at the line-item level of disclosure
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Key Findings

required in the financial statements. The ABC noted that this is the first year of
the model’s application and that it will be reviewed in detail in 2003-04 when
line-item level disclosure can be addressed for future reporting periods.

46. The ABC does not yet have a single performance measuring, targeting
and reporting framework that also satisfies the external requirement for an
outputs-based system of accrual budgeting and accounting. However, the ABC
now has an improved ability to generate performance and financial
information on an outputs/outcomes basis.

Recommendation No.12 from the 2002 audit (para. 4.22)

47. The ANAO recommends that, in order for Parliament and the public to
readily assure themselves that ABC programming adequately meets the ABC’s
Charter, the ABC:

(a) publish specific information of adequate detail and of sufficient quality
relating to the Charter in the Corporate Plan, the Portfolio Budget
Statement and the Annual Report; and

(b) publish expert research on a periodic basis (say every five years)
reporting findings about the extent to which ABC programming meets
the Charter together with the outcomes of surveys of consumer and
audience satisfaction with ABC programming.

Status

48. The ABC has implemented Recommendation (b) and partially
implemented Recommendation (a).

49. The ABC has reintroduced an annual Newspoll survey to measure
community appreciation of ABC programming, the extent to which the ABC is
meeting its Charter and the quality and coverage of news and current affairs.
Results indicate that most people continue to feel the ABC performs a valuable
role; provides quality content; and is doing a good job in fulfilling its various
Charter obligations. Although the Corporate Plan and PBS broadly reflect the
ABC’s Charter, the linkage between their contents is difficult to identify as the
documents are structured differently. Further, the annual report does not
clearly identify the Charter’s importance to the ABC and does not report
performance against all aspects of the Charter surveyed by Newspoll.

50. The ABC indicated that it anticipates that the new Corporate Plan will
demonstrate the linkage with the Charter obligations more explicitly. This will
also be reflected in subsequent Annual Reports.
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Recommendation No.13 from the 2002 audit (para. 4.33)
51. The ANAO recommends that the ABC:

(a) publish in its Annual Report analyses of audience reach and share for
radio, television and on-line; and

(b) include strategies in the Corporate Plan (and where appropriate, the
PBS) to address trends disclosed in the analyses of audience reach and
share and report the results of the strategies in its Annual Report.

Status

52. The ABC has implemented Recommendation (a) and is on track to
implement Recommendation (b) when the next ABC Corporate Plan is
finalised in late 2003-04.

53. The ABC’s latest annual report contains extensive information on
audience reach and share; gives some insight into potential reasons for
unfavourable trends; and outlines the strategies the ABC intends to implement
to address them. The ABC is well placed to have strategies included in its 2004-
07 Corporate Plan that will address trends disclosed in analysis of audience
reach and share.

Recommendation No.14 from the 2002 audit (para. 4.38)

54. The ANAO recommends that, in view of the ABC’s responsibility to
broadcast to the Australian public, the ABC adopt cost effective strategies to
assess ABC performance in relation to the whole of the Australian population,
especially the population of regional and rural areas outside the main
population centers.

Status
55. The ABC has implemented this recommendation.
56. In conjunction with other broadcasters, the ABC uses surveys to

determine the extent to which programming is viewed/listened to by
Australians in both metropolitan and regional areas. Through the annual
Newspoll survey of metropolitan and regional Australia, the ABC also surveys
Australian’s attitudes to the ABC, including those people who do not watch or
listen to ABC programming.

Report No.38 2003-04
Corporate Governance in the Australian Broadcasting Corporation—Follow-up Audit

20



Key Findings

Addressing JCPAA Report 393 recommendations
(Chapter 5)

57. All three JCPAA recommendations build on matters addressed by the
ANAO in the 2002 audit report. The ANAO has assessed progress against the
JCPAA recommendations by reference to progress against the 2002 audit
recommendations.

JCPAA Recommendation 1 (para. 5.1)

58. The Committee recommends that the Australian Broadcasting
Corporation develop and implement a process for measuring performance
data in urban, regional and rural Australia which provides timely and effective
information in relation to its fulfilment of Charter obligations.

JCPAA Recommendation 2 (para. 5.7)

60. The Committee recommends that the Australian Broadcasting
Corporation, as a matter of priority, develop and implement a process for
using performance data to inform Corporate planning.

JCPAA Recommendation 3 (para. 5.14)

62.  The Committee recommends that the Australian Broadcasting
Corporation specifically report on its performance against Charter obligations
in its annual report to Parliament.

Report No.38 2003-04
Corporate Governance in the Australian Broadcasting Corporation—Follow-up Audit

21



Recommendations

Recommendation  The ANAO recommends that:
No.1

a all formal program quality reviews of news and
Para. 3.40 @ pProg d y ey

information programs conducted by the ABC,
regardless of their origin, explicitly address the
Charter requirements of independence, accuracy
and impartiality; and

(b) the ABC communicates the results of reviews,
and progress against the planned program
quality review program, regularly to the Board.

ABC Response: Agreed.
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Audit Findings
and Conclusions
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1. Introduction

This Chapter provides an overview of the ABC and its operating environment, the
overall findings and conclusions from the 2002 audit, and the follow-up audit’s
objective and scope. The Chapter concludes with an outline of the report structure.

The Australian Broadcasting Corporation

Background

1.1 The Australian Broadcasting Corporation was originally established in
1932 as a statutory authority, then known as the Australian Broadcasting
Commission. The Australian Broadcasting Commission became the Australian
Broadcasting Corporation (ABC) in 1983 with the passage of the Australian
Broadcasting Corporation Act 1983 (the ABC Act).

1.2 Today, the ABC provides four national radio services, one national
television service—simulcast in analog and digital, nine metropolitan and 50
regional radio stations, international radio and television services, on-line
services, and content and services on emerging platforms including interactive
television and SMS. The ABC also has more than 100 Shops and Centres
throughout Australia. Symphony Australia and the state Symphony
Orchestras are financially and administratively independent, although
structured as wholly owned subsidiaries of the ABC.

1.3 The ABC is one of Australia’s core institutions that helps to reflect
Australia’s national identity; foster the arts; and encourage cultural diversity.
The presence of an independent national broadcaster, such as the ABC, is
considered by many commentators to play a vital role in any well functioning
democracy.’

Funding arrangements and staffing

1.4 Before 1988-89, ABC funding was provided on an annual basis. Since
then, funding has been provided under a triennial funding arrangement,
where the government sets an ongoing funding base that is indexed each year.

1.5 Funding for the ABC in 2003-04 is expected to be $857.0 million
comprising $722.6 million in appropriations from Parliament and $134.5
million revenue from other sources. Over 80 per cent of the ABC’s
appropriations ($591.4 million) and all of the ABC’s other source revenue are

' Senate Select Committee on ABC Management and Operations 1995, Our ABC, Commonwealth of

Australia, Canberra, p. 7.
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directed to or sourced from the ABC’s Radio, Television and New Media
broadcasting.’

Organisational structure

1.6 Asat 30 June 2003, the ABC employed a total of 4321 staff (calculated as
full time equivalents). The ABC is geographically distributed across Australia,
with a small number of staff located overseas.

1.7 The ABC is structured on a divisional basis, as shown in Figure 1.1.

ABC legislative framework

Charter requirements

1.8 Section 6 of the ABC Act sets out the Charter of the ABC. The Charter
was created with the aim of defining the ABC’s functions and duties for the
first time in legislation. The Charter requires the ABC to provide innovative
and comprehensive broadcasting services of a high standard, as part of the
Australian broadcasting system that contributes to a sense of national identity
and informs, entertains and reflects the cultural diversity of the Australian
community. The Charter requires a balance to be achieved between programs
of wide appeal and more specialised programs. The breadth of the Charter
allows the ABC considerable room for interpretation of its responsibilities and
the manner in which it acquits them.

Duties of the Board

1.9 Section 8 of the ABC Act sets out the duties of the Board. The ABC
Board is charged with ensuring the functions of the Corporation are performed
efficiently and with the maximum benefit to the people of Australia while
maintaining the independence and integrity of the ABC.

2 Portfolio Budget Statements 2003-04, Communications, Information Technology and the Arts Portfolio,

p. 166.
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Other key ABC Act requirements
News and information

1.10  Section 27 of the ABC Act requires the ABC to develop, maintain and
broadcast daily an independent service of news and information.

Corporate Plan

111  Part IVA of the ABC Act requires the ABC to produce a Corporate Plan
covering specific matters, including objectives for the Corporation, as well as
overall strategies and policies to achieve the Corporation’s objectives to fulfil
its functions and to ensure the Board fulfils its duties. In addition, the plan
must include such performance indicators and targets (whether financial or
operational) as the Board considers appropriate.

ABC Annual Report

1.12  Section 80 of the ABC Act specifies the matters that must be included
in the annual report. In particular, the ABC must report on an assessment of
the extent to which the operations of the ABC have achieved its objectives, as
specified under the Corporate Plan, and fulfilled the functions of the ABC.

Other key legislative requirements
Portfolio Budget Statements

113  In accordance with the Commonwealth Authorities and Companies Act
1997 (CAC Act), and the annual budget cycle, the ABC prepares a Portfolio
Budget Statement (PBS). This accompanies the appropriations legislation when
it is submitted to Parliament for approval. The PBS has a significant planning
and goal-setting function, as it is required to present targets for outcomes and
outputs of the organisation, coupled with estimates of the resources needed to
produce them.

CAC Act requirements for Annual Reports

1.14  Section 9 of the CAC Act requires an annual report to be presented to
Parliament. Section 80 of the ABC Act specifies particular matters that must be
reported against. The Commonwealth Authorities and Companies Orders 1998
specifies additional requirements for annual reports. For example, annual
reports must contain a review of how Commonwealth authorities have
performed in terms of their principal outputs and contribution to outcomes.
The presentation of outcome and output information should be consistent with
that in the relevant PBS under the arrangements for accrual budgeting.
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ABC Code of Practice

1.15

Under the Broadcasting Services Act 1992, the ABC Board is required to

develop a Code of Practice relating to programming matters and to notify this
to the Australian Broadcasting Authority (ABA). A person may complain to
the ABA on the grounds that the ABC has acted contrary to its Code of
Practice.

Overall conclusion of the 2002 audit

1.16

Overall, the Australian National Audit Office (ANAO) found that:

The ABC Charter sets out the functions and duties of the ABC and defines the
qualities of the programs it is required to produce and the outcomes it is
required to achieve. The audit did not disclose any evidence to indicate that
the ABC does not comply with its Charter requirements. Nevertheless, there
was significant scope for the ABC to improve its strategic planning and
measurement so that the Corporation can demonstrate just how well it is
performing against its Charter requirements.

The arrangements for strategic direction setting were undergoing considerable
change at the time of the audit. The ANAO supports the initiatives currently
under way by the Board and ABC management that are designed to improve
the effectiveness of the strategic planning process by aligning divisional goals
with corporate goals, linked to the Charter. Such framework initiatives are
necessary but are not, in themselves, sufficient to ensure that they function as
they are intended. As in any other public sector organisation, successful
implementation will require a culture throughout the organisation that
supports such changes. The Board and ABC management have an important
role to play in this regard.

The Corporate Plan is the principal instrument of the Board in setting and
reviewing the ABC’s priorities and performance. The ANAO found that past
ABC Corporate Plans have not clearly informed stakeholders of the ABC’s
corporate objectives, priorities or performance indicators. The new ABC
Corporate Plan 2001-04 represents a significant improvement on the previous
Corporate Plan. When combined with the improved reporting framework
approved by the Board, the Board is better placed to ensure that the programs
broadcast on radio, television or provided on-line clearly indicate the Board’s
interpretation of the Charter and reflect the priorities it has determined.

Board policies and practices were generally in accord with better practice,
including the ANAO’s Corporate Governance Better Principles and Practices
Guide or steps have recently been taken to more closely align them with the
Guide.

The organisation structure that has recently been established positions the
Corporation well to implement the Board’s strategic directions. The internal
control and accountability arrangements have been strengthened as part of the
planning framework and a new internal budget setting process more closely
aligned with Corporate Plan objectives and strategies should enable the Board
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and the Managing Director to take strategic and informed decisions on the
allocation of resources against defined priorities and performance standards.

The performance information used by management and published in key
accountability documents could have been more extensive. Although the ABC
collects a wide range of data, there are significant gaps and the data could be
used more strategically. For the new planning and reporting framework to be
fully effective, work is required to collect and integrate valid and reliable
performance information, including financial information, that is aligned with
the new Corporate Plan. Improvement is also required in the use of audience
research data.

The initiatives that have been taken recently, if accompanied by the
commitment and support of the Board, ABC management and staff, should
enable the ABC to assure Parliament, through the responsible Minister, that it
is meeting its Charter obligations, efficiently and effectively.

1.17 The ABC, in its response, generally agreed with the overall conclusion.
It reiterated that:

Most of the consequent recommendations of the ANAO are consistent with the
policies and/or strategic intent of the ABC Board and management. However,
the implementation of recommendations will be subject to a progressive
rollout.

1.18  Of the 14 recommendations made by the ANAQO, the ABC agreed with
12 and agreed with qualification to the remaining two.

Follow-up audit objectives, scope and methodology

1.19  The objective of the follow-up audit is to determine the extent to which
the ABC had implemented the recommendations from the 2002 audit report
and the associated Report 393 produced by the Joint Committee of Public
Accounts and Audit (JCPAA). The recommendations from the two reports
formed the scope for the follow-up audit.

1.20 In this follow-up audit, the ANAO examined the report submitted by
the ABC to the JCPAA in August 2003 on progress towards implementing the
recommendations of the 2002 audit and the JCPAA Report.” The ANAO also
examined other key ABC documents and reports and interviewed relevant
ABC staff at the ABC’s offices in Sydney between September and November
2003. The follow-up audit was conducted in conformance with ANAO
Auditing Standards and cost approximately $160 000.

®  The ABC has published its submission to the JCPAA in full in Appendix 6 of the 2002-03 ABC Annual
Report.
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Report structure

1.21  The report is organised into five chapters. Chapter 1 provides an
overview of the ABC and its operating environment, overall findings and
conclusions from the 2002 audit, and the follow-up audit’s objective and scope.
Chapters 2, 3 and 4 address the ABC’s implementation of the 2002 audit
recommendations as follows:

o Chapter 2: ABC Corporate Planning—concerning strategic and
operational planning within the ABC (Recommendation Nos.1-4 and
10);

o Chapter 3: Independence, accuracy and impartiality—concerning the

application of, and adherence to, editorial legislative requirements
(Recommendation Nos.5-9); and

o Chapter 4: Performance management—concerning ABC performance
measurement, monitoring and reporting (Recommendation Nos.11-14).

1.22  Chapter 5 considers the ABC’s implementation of the three
recommendations made by the JCPAA in its review of the 2002 audit report.
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2. ABC Corporate Planning

This Chapter considers the ABC'’s implementation of Recommendation Nos.1—4 and 10
from the 2002 audit concerning strategic and operational planning within the ABC.
The ANAO concluded that Recommendation Nos.1 and 3 are on track for timely
implementation, Recommendation Nos.2 and 10 have been implemented and
Recommendation No.4 has been partially implemented .

2004-07 Corporate Plan (Recommendation No.1)

Findings of this audit

2.3  The ABC is currently developing its next Corporate Plan covering the
period 2004-07. The ABC is introducing a Corporate Business Plan to
accompany the 2004-07 Corporate Plan. The Corporate Plan will contain high-
level goals, strategies, performance indicators and targets and be available to
the public. The Corporate Business Plan will be primarily a document for
internal use within the ABC and will contain strategies, performance indicators
and targets linked to, but more specific than, those in the Corporate Plan.

24 A draft of the Corporate Plan 2004-07 was not available at the time of
the audit. Nevertheless, the ANAO examined the outline to the proposed
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2004-07 Corporate Plan and Corporate Business Plan. It indicates that the
Corporate Business Plan will specify the interactions between the Board and
the Divisions required to meet Corporate-wide governance requirements. The
ANAO considers that the ABC should ensure that these governance
requirements extend to the Board’s duties under s8 of the ABC Act.

2.5 The ANAO also examined the performance indicators and targets in
the 2001-04 Division Plans for Radio, Television and New Media, which were
being prepared during the 2002 audit. They indicate that the ABC is well
placed to have performance indicators that improve on those appearing in the
2001-04 Corporate Plan. Nevertheless, scope exists for ABC to include a
greater range of efficiency performance indicators for Television, and to a
lesser extent, Radio, such as those used in the ABC’s international
benchmarking survey. These include:

o overhead as a percentage of gross expenditure;

o cost per broadcast hour;

J cost per average number of weekly viewers/listeners; and
. utilisation of production resources.

2.6 The ANAO has recently tabled an audit on Amnnual Performance
Reporting (Audit Report No.11 2003-04) that examined, among other things,
the specification and reporting of agency performance indicators and targets in
five Australian Public Service agencies. The ANAO suggests that it would be
beneficial for the ABC to consider the observations of the Annual Performance
Reporting report when developing the 200407 Corporate Plan and Corporate
Business Plan.

Conclusion

2.7 The ANAO considers that the ABC is on track to implement this
recommendation when the next Corporate Plan is released in late 2003-04.

Aligning Portfolio Budget Statements to the Corporate
Plan (Recommendation No.2)

Major findings of the 2002 audit

2.8  The ABC’s 2001-02 PBS can be significantly improved. In particular the
PBS does not provide a clear and understandable account of the extent to
which the Board expects to achieve the Charter obligations during the year by
means of the proposed appropriations.

2.9 In addition, the day-to-day operational management of the Corporation
should be designed to achieve the objectives set out in the Corporate Plan and
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connect to the PBS and the annual report. Accordingly, there should ideally be
a consistent framework for strategic planning, operational management, and
financial and performance reporting.

Recommendation No.2 from the 2002 audit

210 The ANAO recommends that, in order to streamline the planning
process and improve the information available to Parliament when reviewing
the appropriation proposed for the ABC, future PBSs align more closely with
the ABC’s Corporate Plan.

Findings of this audit

211 The ABC has attempted to integrate the structure of the 2001-04
Corporate Plan into the PBS by indicating that the three outputs to Outcome 1°
are supported by the four strategic objectives listed in the Corporate Plan (that
is, Relevance and Appeal, Distinctiveness, Organisational Capability and
Value for Money).

212  All of the ‘Quality” performance indicators listed against Outputs 1.1,
1.2 and 1.3” in the 2003-04 PBS can be matched back to the 2001-04 Corporate
Plan, including Level and Mix of Genre Content, Genre diversity and industry
ranking of ABC Online. However, most of the ‘Quantity” indicators in the PBS
cannot be matched to the Corporate Plan. For example, indicators such as
‘number of broadcast hours’ and ‘number of radio stations’ listed in the PBS
cannot be found in the Corporate Plan. The Corporate Plan instead uses terms
such as audience share and reach.

213 The ABC indicated that it had previously reported that it had brought
the PBS and Corporate Plan documents into appropriate alignment,
notwithstanding the fact that certain performance indicators used in the PBS
do not reflect exactly those in the Corporate Plan. Indicators such as ‘number
of radio stations’ or ‘number of broadcast hours’ are useful in demonstrating
value for money in the PBS context. However, the performance information
does not change significantly, except when, for example, the ABC establishes a
new radio station (an infrequent occurrence). As a consequence these
indicators are much less useful in the Corporate Plan, which incorporates
performance indicators that demonstrate trends measurable over a three-year
period.

*  Qutcome 1 is ‘Audiences throughout Australia—and overseas—are informed, educated and entertained’.

®  OQutputs 1.1, 1.2 and 1.3 relate to broadcasting using Radio, Television and New Media, respectively.

Report No.38 2003-04
Corporate Governance in the Australian Broadcasting Corporation—Follow-up Audit

34



ABC Corporate Planning

214 The ABC also indicated that it intends to further improve the
integration of the performance information framework in the 2004-07
Corporate Plan and future PBS and Annual Reports. However, the next review
of the PBS is not scheduled until 2005, which is about a year later than the
scheduled completion of the Corporate Plan.

215 In the context of improving the ABC’s performance information
framework, the ANAO considers that it would be beneficial for the ABC to
also consider the observations of the Annual Performance Reporting audit
report while developing the ABC’s next PBS.

Conclusion

216 The ANAO considers that this recommendation has been substantially
implemented.

IT strategic planning (Recommendation No.3)
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Findings of this audit

219 The ABC indicated to the JCPAA in August 2003 that its Corporate IT
Strategy had not yet been completed. The ABC cited uncertainty over the
ABC’s triennial funding, and therefore the funding of IT, as the main reason
for the delay.

220 The ANAO considers that the development of the IT Strategy has been
slow given that the Strategy provides the framework for selecting, managing
and controlling IT projects—irrespective of the funding available for IT
projects. It has now been nearly two years since the 2002 audit report outlined
the IT strategic planning deficiencies. The ABC does not expect the Strategy to
be completed until March 2004.

2.21 In preparing the Corporate IT Strategy , the ABC has recognised the
problems with its previously uncoordinated approach to IT. The current IT
environment is substantially unintegrated, with duplication of systems and
information. This does not allow for the easy production of corporate-wide
data, which results in higher IT support costs. The major change in strategic
direction for the next Plan is to integrate corporate information and systems.’

222  Representatives from the Technology and Distribution Division
indicated that the value of IT projects worthy of funding far exceeds the
funding available. The draft Corporate IT Strategy 2004-2006 therefore:

J sets out a number of principles that provide a good framework for
information management so activities and decisions can be consistently
planned and implemented and systems maintained;

J outlines six strategies necessary to support the ABC’s operations; and
o includes criteria for prioritising projects.

2.23  The Technology and Distribution Division also indicated that funding
for new corporate performance management systems would be considered
along with that for other IT proposals. However, the former were, generally, of
a lower order priority for funding than projects with a more direct operational
role (for example, Content Planning and Scheduling systems and ABC Content
Storage and Management systems). Nevertheless, one of the principles guiding
IT management is that ‘Each new IT system and service should be capable of
capturing and reporting key performance measures where expressed in the
ABC’s Corporate Plan’. Consequently, the ABC will rely on the new IT

¢  (Draft) ABC Corporate IT Strategy 2004-06 Supplementary References, p. 5.

7 ibid. p.33.
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systems that it can fund to deliver relevant and timely performance
information.

224 The Technology and Distribution Division indicated that it vets IT
project proposals using the criteria in the draft IT Strategic Plan and monitors
the status of approved projects. However, the ANAO suggests that this
approach may not have the necessary authority or rigor in the ABC until the IT
Strategy Committee is established, as envisaged under the Plan.

Conclusion

2.25 The ANAO considers that the ABC is on track to implement this
recommendation late in 2003-04 once the IT Strategic Plan has been completed
and the Plan’s governance arrangements for IT have been put in place.

Schedule management (Recommendation No.4)
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229 The ABC, in its progress report to the JCPAA, indicated that it had
implemented this recommendation, as evidenced by the results from audits
conducted into Television, Radio and New Media commissioned by ABC
Group Audit.

230 The ANAO examined the relevant audit reports and their supporting
working papers. The ANAO determined that it would place reliance on the
findings of the Radio and New Media commissioning audits, as audit coverage
was sufficient to address Recommendation No.4. However, the ANAO
decided to conduct additional fieldwork into Television commissioning, as
ABC audit coverage did not extend to the full gamut of Television scheduling.
The ABC Group Audit also conducted their fieldwork some 18 months ago
while the television commissioning process was evolving.

2.31 The ANAO'’s findings concerning commissioning in Radio, New Media
and Television are outlined below.

ABC Radio

2.32 Radio Network Plans indicate that focus groups for each network are
conducted regularly and the results integrated into Network program
scheduling.

233 ABC Group Audit found that the Radio commissioning process was
generally being adhered to. Specifically, ABC Group Audit found that:

o ongoing and new programs go through the Radio Commissioning
process at least once annually;

o program proposals are guided by the strategies and targets in Radio
Network Plans or Station Plans (in the case of ABC Local Radio);

o program proposals are costed;

o in the case of ongoing programs, they contain performance data

(averaged for 12 months) including audience reach and share,
production criteria, ABC Charter requirements and performance
indicators included in Network and Divisional Plans; and

J in the case of new programs, the program’s five-city audience target are
being set for both reach and share for the next 12 months.

2.34 Significantly, ABC Group Audit found that commissioning proposals
did not contain:
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J in the case of new and ongoing programs, a comparison of proposed
program costs per broadcast hour against appropriate internal and/or
external benchmarks; and

o in the case of ongoing programs only, a comparison of proposed
program costs per broadcast hour against prior years costs and/or a
comparison of total program budgets between years.

2.35 The ABC indicated that an ABC Group Audit recommendation to ABC
Radio to address these shortcomings has since been actioned satisfactorily.

New Media

2.36  Reports on the New Media Division Plan (in a performance monitoring
context) and the Content Plans (in a forward planning context) evidence the
range of research available and used within the Division.

2.37  ABC Group Audit found that the New Media Content Plans produced
annually for each gateway (that is, genre) provided a strong link between the
New Media Division Plan and New Media programs. The Content Plans for
each gateway outlined, among other things:

° the available funding and staff;

o the content required for the year;

o projects underway and to be commissioned;

o links and cross-promotional activities between other ABC Divisions

and stakeholders external to the ABC (for example, the Department of
Education, Science and Training in respect of the ‘Science’ gateway);
and

. the current and target audience and 12 month projection.
ABC Television

2.38  ABC Television programming and scheduling documentation clearly
indicates the importance of audience research and other social studies to the
Television scheduling process.

2.39  ABC Television applies a top-down approach to setting the Television
schedule. At a broad level, genre categories are first allocated to time-slots over
a standard week. This forms a viewing template on which ABC programming
is based week to week. Then, depending on the funding available, ABC
Television fills the genre categories with relevant programs that the ABC
produces or co-produces, acquires from others or has in its available inventory
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(for example, re-runs).’ The Director of Television authorises the programming
strategy and the programs to be broadcast to meet the strategy.

240 The ANAO noted that there is currently little evidence to indicate that
the Board is formally informed whether the television programs scheduled for
broadcast are expected to meet the Corporate objectives for which the Board is
accountable.

241 In light of the ANAO’s observation, ABC Television proposed to
formalise existing processes to evidence that the Managing Director, and
through him, the Board, is kept informed that television programming meets
corporate performance objectives. In this context, the ANAO supports the ABC
Television proposal, which would see the Director of Television:

J briefing the Managing Director at the time the generic schedule is
completed, noting that this meets Charter, Corporate and Divisional
plan performance requirements. The Managing Director could then
forward this information to the Board for noting;

J briefing the Managing Director at the time of the annual television
‘launch” announcements, advising in general terms that programming
meets Charter, Corporate and Divisional plan performance
requirements (subject to areas where programming is yet to be
completed). Again, the Managing Director could then forward this
information to the Board for noting; and

o providing updates in the monthly Governance reports to the Board,
when necessary, noting any significant initiatives that will keep
Television on track to meet performance requirements or noting issues
that will have an impact on the ability of Television to meet its
obligations.

242 The ANAO examined the Television program commissioning process
and found that each produced or co-produced program follows a standard
commissioning process before being produced. It is during this process that all
issues concerning the production, including amount and source of funding,
production facilities and budgets, delivery dates and broadcasting rights are
determined. The ANAO noted that ABC Television tracks the cost of each
commissioned and acquired program against its own budget, and the total cost
of all commissioned and acquired programs against the total Television
programming budget.

8 News and current affairs programs are produced and funded by the News and Current Affairs Division.

ABC Television quarantines time in the schedule for news and current affairs programs.
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243 However, the ANAO found that, with one exception, commissioning
proposals contained no information indicating how the cost of these proposals
compared to earlier series of the same program (applicable to most of the
commissioning proposals examined by the ANAO); and contained no
production cost benchmarks for the various genre. Consequently, the ABC did
not have the best information available to it to ensure the reasonableness of
estimated production costs.

244  The commissioning proposal exception was a brief to the Board seeking
their approval to acquire a new series of a long-running serial drama.” The
ANAO found that the Board briefing document prepared by ABC Television
compared the new agreement to the previous one in terms of price, and
included an estimate of what the commercial broadcasters pay per hour for
like programs (and what they would be prepared to pay for this program).

2.45 ABC Television indicated during the audit that the commissioning
process now requires budgeted production costs to be compared against a like
program, or previous series, for all produced or co-produced programs.

Conclusion

246 The ANAO considers that Recommendations (a) and (b) have been
implemented by the Radio and New Media Divisions, but only partially
implemented by the Television Division. Recommendation (c) has been
implemented by all three Divisions.

Inter-divisional service arrangements
(Recommendation No.10)

Major findings of the 2002 audit

247  The provision of news and current affairs programs involves not only
the generation of editorial content by the News and Current Affairs Division,
but a broader process of ABC decision-making about formats, scheduling,
interfaces with other program content, resource priorities, presentation style
and staffing. These matters are of direct concern to the managements of the
Radio, Television and New Media divisions.

248 An optimum way of generating such inter-divisional cooperation and
accountability is through the negotiation of service level agreements or other
documented arrangements that clearly reflect the varying objectives, mutual
obligations and quality assurance imperatives of the different elements of the
chain of production and presentation. The ABC advised the ANAO that such

®  Board approval was required as the cost of the acquisition exceeded the delegations of the Director of

Television.
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2,50 After some delay, the service level agreements/administrative
arrangements between the News and Current Affairs Division and the Radio,
Television and New Media Divisions were completed and implemented in
early 2003-04.

2,51 The Radio and Television Service Level Agreements establish some
formal feedback arrangements between these Divisions and the News and
Current Affairs Division at either monthly or quarterly intervals. These Service
Level Agreements also explicitly note that they are subject to review annually.
The New Media Administrative Arrangement contains an option to review the
arrangement after it has been in operation for 11 months.

2.52  The Directors of News and Current Affairs, Radio, Television and New
Media indicated that the agreements/arrangements are working effectively
and any issues raised during the year will be addressed at that time or when
agreements are reviewed annually.

Conclusion

2.53 The ANAO considers that this recommendation has been fully
implemented.
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3. Independence, Accuracy and
Impartiality

This Chapter considers the ABC’s implementation of Recommendation Nos.5-9 from
the 2002 audit concerning the application of, and adherence to, editorial legislative
requirements. The ANAO concluded that Recommendation Nos.5, 6 and 9 have been
implemented and Recommendation Nos.7 and 8 have been partially implemented.

Adherence to Editorial Policies (Recommendation No.5)

Findings of this audit

34  The ANAO found that the ABC has introduced a number of reporting
methodologies and arrangements to improve the reporting of the ABC’s
adherence to Editorial Policies. These include a regular certification process to
the Board, clarifications made to the Editorial Policies and regular public
disclosure of the ABC’s adherence to editorial legislative requirements.

3.5 The ANAO found that the Directors of each Division prepare
Governance Reports for the Board each month, that contain certifications that
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to the best of their knowledge, Divisions are, among other things, complying
with ABC Editorial Policies and Code of Practice. The reports also contain
sections describing, where applicable, any events or complaints that could
bring into question each Division’s adherence to Editorial Policies and Code of
Practice.

3.6 The Editorial Policies document, significantly revised in August 2002,
now indicates that the statutory duties of the ABC Board include maintaining
the independence and integrity of the ABC and ensuring the accuracy and
impartiality of news and information.

3.7 In March 2003, the ABC introduced quarterly publication of ABC
Audience Comments and Complaints on its Internet website. It contains
statistics on the number of compliments, contacts and complaints—with the
latter categorised according to subject. One of the subject groupings is ‘matters
of fairness, accuracy and independence’, which relate to the legislative
requirements of independence, accuracy and impartiality. The details of all
upheld complaints are also published on the ABC’s Internet website.

Conclusion

3.8  The ANAO considers that this recommendation has been fully
implemented.

Single statement of broadcasting standards
(Recommendation No.6)
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Findings of this audit

311 The Board adopted a major revision of ABC Editorial Policies in August
2002. This revision was underway, but not completed, during the 2002 audit.

312 The ANAO compared the Code of Practice to the Editorial Policies and
found that, like their predecessors, the Editorial Policies and Code of Practice are
still separate statements. Nevertheless, the ANAO noted that the consistency of
the language and terminology between the two statements has improved
markedly. Of the provisions in the Code of Practice, most have the same or
similar wording in the Editorial Policies.

3.13  The Board has periodically sought a ‘stocktake” of the existing Editorial
Policies to evaluate the process of implementation and determine whether
significant issues need to be addressed. The ABC has indicated that the format
and presentation of the ABC’s Editorial Policies would be examined to ensure a
clear distinction between matters of policy and guidelines for staff. This will be
addressed in the next full review of the Editorial Policies expected in 2005
(which is consistent with the established pattern of conducting major reviews
about every three years).

3.14 Inany event, the ABC indicated that it does not envisage the creation of
a single statement because the Code has a particular legislative status, while
Editorial Policies cover additional matters.

Conclusion

315 The ANAO considers that although a single statement of broadcasting
standards has not been developed, the thrust of the requirements of the
recommendation—to reduce confusion and improve consistency and clarity—
has been substantially achieved. Nevertheless, a single statement would better
demonstrate this clarity and ensure that alignment is maintained as the
Editorial Policies are revised from time to time.

3.16 The ABC indicated that any future refinement of Editorial Policies would
involve a review of the Code to ensure that the language of each reflects the
other.

Editorial arrangements (Recommendation No.7)

Major findings of the 2002 audit

3.17 The ABC Code of Practice for Broadcasting Programs contains separate
section dealing with News, Current Affairs and Information Programs’ and
‘News and Current Affairs Programs’. The ANAO noted that the content of
these sections overlaps with, and provides concrete specification of elements
of, material in the Editorial Policies. The guidance they provide also extends the
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3.19 Revisions made to the Editorial Policies since the 2002 audit now provide
sufficient clarity on their applicability to the news and current affairs genres.
However, there is still some ambiguity over the applicability of certain
editorial policies to particular information programs produced outside of the
News and Current Affairs Division.

3.20 Changes to Editorial Policies now require information programs to be
separated into two categories: information programs comprising both news
and information relating to current events; and those relating to factual
programs (for example, sport, lifestyle, history). Different editorial policies
apply to each category. News and Information programming is subject
specifically to the legislative requirements of independence, accuracy and
impartiality. The separation of information programs in this way is based on
legal advice obtained by the ABC after the 2002 audit.”

3.21 Although, Editorial Policies clarify their applicability to different
categories of information programs, its practical application is more
problematical. As the meaning of the term news and information relating to
current events’ is not defined, there is a risk that the relevant editorial policies
may not be consistently applied across the two categories of information
programs. The ANAO considers that the ABC should, as a priority, clarify its

'® The legal advice indicates that the term ‘information’ in s8 and s27 of the ABC Act means ‘information
programs comprising both news and information relating to current events’.
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meaning of ‘news and information relating to current events’ or specify which
of the categories each of its information programs falls into.

3.22  Responsibility for reporting internally on the ABC’s adherence to the
legislative requirements of independence, accuracy and impartiality lies with
the Directors of each ABC Division. Each month, the Directors certify to the
Board that, to the best of their knowledge, their Divisions are complying with
ABC Editorial Policies and the legislative requirements of independence,
accuracy and impartiality.

Conclusion

3.23 The ANAO considers that Recommendations (a) and (c) have been fully
implemented and Recommendation (b) has been partially implemented.

Summary of ABC response

3.24  ABC Editorial Policies (2002 edition) clearly differentiates between News
and Information programming (including Current Affairs) and other types of
Factual Content. However, there is a limit to which Editorial Policies or any
other policy framework can be prescriptive for every situation. The ABC
considers that the Editorial Policies are sufficient to enable program makers and
managers to make reasonable judgements as to what standards must be
applied to the hundreds of ABC programs that are broadcast daily through
Australia and internationally.

3.25 The ABC will nonetheless examine further the definition of News and
Information programming in the context of the next scheduled review of ABC
Editorial Policies. But, at this time, it is doubtful that any refinement will serve
to lessen further any risk of inconsistent application. The full text of the ABC’s
response can be found at Appendix 1.

Program Quality Reviews (Recommendation No.8)

Major findings of the 2002 audit

3.26 Internal program quality reviews were undertaken systematically by
the News and Current Affairs Division, for both radio and television
programs. However, the quality reviews for radio and television news
bulletins did not assess programs directly around the Charter concepts of
independence, accuracy and impartiality. Current affairs and information
programs generally, did not appear to be subject to the same process of regular
quality review.
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Recommendation No.8 from the 2002 audit

3.27 The ANAO recommends that, in order that the Board is more able to
assure itself and Parliament about the achievement of legislative requirements
for the ABC’s news and information programs, the ABC:

(@) extend the current system of quality review to include an assessment of
the Charter requirements of independence, accuracy and impartiality
and use the data to generate appropriate reports to the Board on the
achievement of these requirements; and

(b) apply a similar extended system of quality review to ABC current
affairs and information programs, including information programs
produced outside the News and Current Affairs Division.

Findings of this audit

3.28 ABC management undertakes program quality reviews after a program
has been broadcast. They are designed to provide formal assurance that
programs are meeting their brief, that program content adheres to Editorial
Policies (including the Charter requirements of independence, accuracy and
impartiality) and that high production values (for example, lighting, sound)
are maintained.

3.29 The ANAO considered program quality reviews in the context of the
broader editorial control exercised over news and information programs
broadcast by the ABC. The ANAO found that the ABC has systems and
processes in place to ensure the independence, accuracy and impartiality of
news and information before it is broadcast. These include:

o experienced professional staff appropriately assigned to programs;

o assigning editorial responsibility to senior program management for
every broadcast;

J ‘upwards referral’ of editorial issues as appropriate, to senior News
and Current Affairs management independent of programs; and

. production technology that supports the accuracy, integrity and
monitoring of broadcast content through all production stages.

330 A limited examination by the ANAO confirmed that these pre-
broadcast systems and processes are operating as intended.

3.31 In October 2002, an information paper was prepared for the Board that
summarised progress and planning for program quality reviews conducted by
the News and Current Affairs Division. The report reiterated that formal
reviews on all the news and current affairs programs were to occur from the
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start of 2003. The frequency of the reviews would range from monthly to twice
yearly depending on the nature of the program. Reviews would specifically
address independence, accuracy and impartiality as well as other Editorial
Policies, the program brief and production values. Serious issues arising from
program quality reviews were to be reported in the monthly governance
reports to the Board. A new section on program quality reviews was to be
included in ABC annual reports.

3.32 The ANAO found that program quality reviews are being conducted
regularly and in a professional manner. The reviews are addressing
compliance with Editorial Policies including legislative issues of independence,
accuracy and impartiality. The ANAO observed that there is an appropriate
mix of staff involved in the reviews. This includes senior editorial managers
independent of the programs, as well as program management and staff. Staff
discussions indicate that the program reviews are fulfilling a range of useful
functions. They provide a forum for immediate feedback to production staff,
are a tool for program monitoring by senior editorial managers, and promote
general staff awareness on quality issues.

3.33 However, the ANAO noted that formal documentation of the reviews
was inconsistent. Although some reviews specifically addressed programs’
adherence to Editorial Policies, others documented editorial policy issues on an
exception basis. Given the legislative requirements of independence, accuracy
and impartiality, it would seem prudent to formalise the structure of review
reports to always include specific reference to the adherence to Editorial
Policies. Increased consistency, in the format of program quality review reports,
would also assist summary reporting of their results and trend analysis. The
ABC indicated that it has since acted to make the format of these reports
consistent.

3.34 The ANAO observed that reports to the Board contained occasional
updates about the program quality reviews. Also, monthly Governance
Reports to the Board were noted to contain an explicit statement from each
Director that their Division adhered to Editorial Policies. However, in regard to
progress, no summary information on program quality reviews against
planned activity, as described in the October 2002 paper, had been supplied to
the Board. To provide additional assurance, the ANAO considers that
summary quantitative and qualitative information on the results of the
program reviews could be reported annually to the Board. This would
facilitate evaluation of issues such as frequency, coverage and scope. Summary
qualitative information might address notable trends and provide the basis for
future planning of program quality reviews.

3.35 In regard to annual reporting for 2002-03, the ANAO noted that the
News and Current Affairs Division included general qualitative information
about program quality reviews, including that no serious issues had been
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uncovered. Future annual reporting by the ABC may also benefit from the
inclusion of summary quantitative information.

3.36 The ABC has extended its program quality reviews to all programs
produced by the News and Current Affairs Division. In addition, program
quality reviews for news and information programs on ABC On-line began in
November 2003. For programs produced outside the News and Current Affairs
Division, the ANAO was advised that program quality review coverage has
been extended to those information programs categorised as ‘comprising both
news and information relating to current events’ (see comments against
Recommendation No.7). However, at the time of the audit, the ABC had not
explicitly identified which of its information programs fell into this category.

3.37 In addition, as the ABC has not defined the meaning of the term news
and information relating to current events’, there is a risk that formal program
quality reviews may not be undertaken for all relevant information programs.
The ANAO considers that this issue would be rectified should the ABC
implement the action suggested at Recommendation No.7.

3.38  Although not examined by the ANAO in great detail, documentation
for program quality reviews for information programs produced outside of the
News and Current Affairs Division does not appear to address programs’
adherence to Editorial Policies, including the Charter requirements of
independence, accuracy and impartiality. Further, there has been no recent
reporting to the Board on program quality reviews conducted outside of the
News and Current Affairs Division.

Conclusion

339 The ANAO considers that Recommendation (a) has been fully
implemented and that Recommendation (b) has been partially implemented. In
reviewing the issues relating to the original recommendation and
implementation progress to date, the ANAO has made a new recommendation
in this regard.

Recommendation No.1
3.40 The ANAO recommends that:

(a) all formal program quality reviews of news and information programs
conducted by the ABC, regardless of their origin, explicitly address the
Charter requirements of independence, accuracy and impartiality; and

(b) the ABC communicate the results of reviews, and progress against the
planned program quality review program, regularly to the Board.
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ABC response

3.41 Agreed. As noted by the ANAOQO, the ABC has acted to make sure that
documentation of program quality reviews is consistent across News and
Information programs. The Corporation remains committed to ensuring that
the results of the ongoing schedule of program quality reviews are reported
appropriately to the Board.

Audience feedback (Recommendation No.9)

Findings of this audit

3.45 The ANAO found that the ABC has instituted comprehensive processes
to provide information on audience feedback regularly to the Board. Each
month, the Audience and Consumer Affairs (ACA) section reports to the Board
on the numbers and nature of audience contacts for the month. Audience
contacts, including appreciation and complaints, are analysed for the events or
issues that instigated the contact and any significant trends are identified. ACA
also prepares an analysis of the month’s complaints for the Board that
separately identifies Bias/Balance and Factual inaccuracy complaints. The
details of all upheld complaints, including those determined by the ABA, are
also reported to the Board.
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3.46 The Board also receives periodic audience survey information such as
Newspoll statistical surveys. These address, among other things, general
audience perceptions on compliance with the Charter requirements such as
balance and even-handedness. The Newspoll survey also addressed community
perceptions of particular ABC news and information programs in this regard.

3.47  As reported in the 2002-03 Annual Report, 186 363 audience contacts
were logged. These comprised 44 408 complaints, 21 759 appreciation and
120 196 other contacts (such as requests for information and suggestions).
Newspoll audience survey results for 2003, had 81 per cent of respondents
indicating that the ABC does a good job of being balanced and even handed,
and only nine per cent indicated the ABC was doing a poor job.

3.48 In its August 2003 submission to the JCPAA, the ABC reported that it
had made significant changes to its complaint handling processes.
Consequently, the ANAO examined these revised processes in some detail.

Complaints handling at the ABC

3.49 Changes to complaints handling in August 2002 have significantly
enhanced the management of complaints in the ABC. ACA now provides an
effective complaints management role that is independent of program makers.
Within the ABC, ACA coordinates responses to complaints, examines their
quality and prepares the correspondence to complainants. ACA also prepares
regular reports for the Board, management and the public. The ANAO found
that ACA is adequately resourced, and is professionally skilled, in complaints
handling. The appointment of a Complaints Review Executive (CRE), in
November 2002, added an extra layer of review to the overall process. This
person has expertise in the Editorial Policies and, although internal to the ABC,
is independent of the day-to-day program management. The introduction of a
quarterly public report on complaint handling on the ABC’s website from
March 2003 has also enhanced the transparency and accountability of ABC
complaints handling.

3.50 The ABC has a tiered structure for complaints handling. This is an
effective and efficient strategy because it caters for a high volume and wide
variety of complaints. Complainants with serious issues can seek to escalate
their complaints to increasingly independent expert reviewers up to and
including the ABA. For written complaints, the major complaints handling
tiers are: ACA, the CRE, the Independent Complaints Review Panel (ICRP)
and the ABA.

3.51 Complaints examined by the ANAO that were handled by ACA, CRE
and ICRP, were processed in accordance with the procedures outlined in the
Editorial Policies. The ANAO did not assess whether individual adjudications
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were correct but did assess evidence of appropriate consideration being given.
Available documentation suggests that management and program staff of the
News and Current Affairs Division are generally responsive to complaints and
act to address issues upheld or of concern. Crucial documents such as
complaint letters and final responses are routinely retained in hardcopy or
electronic form. However, other documents such as internal emails from
program areas responding to complaints are less systematically retained,
although program areas may retain these documents. The ABC is in the
process of purchasing a new electronic document handling system that will
provide a range of enhanced functions. The ABC should consider, where
practical and cost-effective, retaining internal correspondence routinely for
quality assurance purposes.

3.52 For a complaints handling process to work well, complainants,
stakeholders and the general public must have confidence in its workings.
Complaints should be reviewed as objectively as possible through meeting
professional standards and community expectations. The cornerstones to
fostering and maintaining confidence are the independence, impartiality and
professional bearing of those who review the complaints; the transparency of
the complaints review process; and adherence to natural justice principles.
These cornerstones are generally evident through the different tiers of review
in ABC complaints handling—ACA, CRE and ICRP.

3.53  Although implicit in the operations of the complaints handling process,
the ANAO sees merit in the Program Complaints section of the Editorial Policies
being more explicit on how the ABC would ensure that natural justice
principles would be adhered to in each review tier. The Editorial Policies make
it clear that program makers review the original complaints and have an
opportunity to provide draft comments that are taken into account in the
responses. However, the Editorial Policies are not as clear when the ABC can
seek further information from complainants. Another issues is whether this
additional information should also be reviewed by program makers to allow
them an opportunity to comment.

3.54 The ANAO also observed that the Editorial Policies were ambiguous in
terms of the role of the Managing Director in vetting review reports from
ICRP. The Managing Director does not edit ICRP reports. His role is to be
informed of their contents before they are issued to the complainant and
others, and then made public. The next revision to the Editorial Policies should
better clarify the Managing Director’s role.

3.55 The ANAO review of recent ICRP cases noted that some took up to
four months to complete from initial referral. Nevertheless, responses
averaged less than 60 days and only two of the nine complaints completed in
2002-03, took greater than 60 days to respond. Reasons for the delays included
panel members being unavailable, especially around Christmas/New Year, the
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period between scheduled ICRP meetings, and delays in receiving legal waiver
forms from complainants. Although the over 60 days responses are in the
minority, complainants should be made explicitly aware of procedures or
events that may delay completion. Complainant correspondence indicates that
complainants may not routinely be aware of procedural requirements that
impact on the timeliness of final responses.

3.56 The ABA reviews complaints relating to the ABC’s Code of Practice,
where complainants are dissatisfied with ABC responses. As noted in the
2002-03 Annual Report, 10 matters were considered by the ABA in 2002-03 (17
in 2001-02 and 20 in 2000-01), with one breach of the Code of Practice upheld
(six in 2001-02 and 10 in 2000-01). The upheld breach related to the ABC’s
failure to respond to a complainant within 60 days. As noted in the ABC’s
2002-03 Annual Report, the ABC received 12 391 written/email complaints of
which 73 per cent were responded to with 28 days. Only 1.4 per cent of
responses took greater than 60 days. These occurred mainly in peak complaint
periods.

3.57 The ABC Board is receiving useful and timely information on
complaints handling to enable monitoring of compliance with legislation and
Editorial Policies. For the purposes of reporting to management, the Board and
the public, the ABC categorises the complaints it receives. Although
complaints involving serious allegations of bias or factual accuracy are
categorised correctly, there is a risk that less serious allegations may be
categorised inconsistently. This has implications for the quality of the
information presented to the Board and published in the Annual Report. The
current complaints ‘subject’ categories, on the complaints management system,
are not mutually exclusive and combine categories of legislative significance
with many others (47 categories in total). There is a resulting mix of complaints
subjects by ‘cause’ and ‘genre’. When categorising complaints, data entry
operators are required to choose between bias/balance and factual accuracy,
versus various program genres, sex and sexuality, management issues, and so
on. As part of the introduction of a new complaints document system, ACA
has initiated a review of subject categories. This should reduce the overall
number and create separate fields for cause and genre. The ANAO supports
this initiative.

3.58 The ANAO found that the ABC has a complaints handling system that
meets the broad criteria for better practice, as outlined in the Commonwealth
Ombudsman’s A Good Practice Guide for Effective Complaint Handling. The
criteria  categories assessed were: Commitment, Fairness, Access,
Responsiveness, Effectiveness and Accountability.
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3.59  Available comparative information suggests that the ABC complaints
handling process is at least equal to processes in other major public
broadcasters around the world. During 2002-03, ACA compared the ABC’s
complaints system to a range of media organisations including the BBC, CBC
(Canada), PBS (USA), SBS and Australian commercial television networks. The
complaints role of industry organisations, such as CTVA for commercial
television and the Press Council of Australia for newspapers, was also
considered. As is appropriate for a publicly funded broadcaster, the ABC is
significantly more transparent and comprehensive in complaints handling and
reporting than its commercial counterparts.

3.60 The ABC has put structured activities and plans in place to continually
review the effectiveness of its complaints handling system. For instance, the
Board Editorial Policies Committee has a standing agenda item for a bi-annual
review of complaints handling, including proposals to enhance the system.
From time to time, the ABC also compares its complaint handling practices
with those of relevant organisations nationally and internationally (such as the
exercise cited above). In line with better practice, the ANAO encourages the
ABC to continue developing its use of structured planning techniques such as
gap analysis. This is particularly useful for identifying information deficits,
emerging areas of risk and planning future quality assurance activities.

3.61 The ANAO considers that the ABC complaints handling process
adequately supports the achievement of legislative requirements and
compliance with Editorial Policies. The ABC has an accessible, responsive and
transparent process for handling complaints that relate to issues of
independence, accuracy and impartiality. The ABC currently has a
comprehensive and reliable reporting process to inform the Board, senior
management and the public of recent complaints. This includes details of
complaints reviews that consider issues of legislative significance such as
independence, accuracy and impartiality.

Conclusion

3.62 The ANAO considers that this recommendation has been fully
implemented.
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4. Performance Management

This Chapter considers the ABC'’s implementation of Recommendation Nos.11-14
from the 2002 audit concerning ABC performance measurement, monitoring and
reporting. The ANAO concluded that Recommendation Nos.11 and 12 have been
partially implemented and Recommendation Nos.13 and 14 have been implemented.

Outputs/outcomes-based financial and performance
information (Recommendation No.11)

Findings of this audit
Performance measurement and reporting

43  The ABC considers that its Corporate Plan is the primary document
against which the ABC demonstrates its performance and accountability.
Nevertheless, the ABC acknowledges the importance of the PBS as the
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common means that Parliament uses to hold all Commonwealth departments
and agencies to account for their performance.

44 The PBS has a significant planning and goal setting function, as it
presents to the Parliament targets for outcomes and outputs of an organisation,
coupled with estimates of the resources needed to produce them. Better
practice would suggest that an organisation’s management should, as a
minimum, regularly monitor their organisation’s achievements against the
financial and performance indicators and targets, as they appear in the PBS.
Some of this monitoring could occur on an exception basis, where performance
is only reported to management when an indicator/target is at risk of not
being achieved.

4.5 Historically, ABC management and accountability has been structured
on a divisional basis (see Figure 1.1). In the ABC, this does not easily align
with the reporting against the outputs/outcomes framework of the PBS.
However, since the 2002 audit, the ABC has continued to improve the type and
reliability of the performance information that is regularly presented on an
outputs/outcomes basis to the ABC Board. From May 2002, the ABC
introduced six-monthly Corporate Indicators Reports for the Board that report
on the ABC’s performance according to Output/Outcome measures in the PBS.

4.6 The ANAO found that the ABC regularly monitors its performance
against PBS performance indicators (and the more specific targets set in the
ABC Divisional Plans). In addition, ABC performance is regularly reported to
the Board, at least on an exception basis.

4.7 However, the ANAO did observe that the Board monitors some
performance indicators in a format different to the way they are reported
externally. For example, the Board monitors weekly reach for Television
whereas performance published in the Annual Report refers to four-weekly
reach. The ANAO considers that the risk in having different reporting formats
is that the Board may not be fully aware of the performance nuances disclosed
by the different indicators.

4.8 The ABC indicated that the next Corporate Plan will have a fully
integrated set of performance measures and to streamline information, it is
expected that reporting will be largely on an exceptions basis. This will result
in the Board receiving twice-yearly reports that will detail what Corporate
Plan targets are not being met or are in danger of not being met, the reasons
behind these results and actions being taken to address the circumstances. The
same report will provide an overall snapshot of how performance is tracking
against high-level indicators and key result areas.

4.9 The ANAO supports the ABC’s proposed internal performance
reporting framework but considers that it should also be extended to cover
reporting against PBS performance measures, at least on an exception basis.
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Better practice suggests that, as a minimum, monitoring should occur in the
format in which the performance indicators will be reported externally. This
does not preclude more frequent reporting to the Board on any performance
issue that ABC management considers the Board should be aware of, or where
corrective action requires the Board’s approval.

Outputs/outcomes financial reporting

410 Although the Parliament appropriated funding to each of the ABC’s
three Outcomes, the ABC determined the allocation of funding for Outcome 1
to each of its three outputs (that is, Radio, Television and New Media). The
ABC based the allocations on a costing allocation model developed as part of
the Output Pricing Review into the ABC’s activities conducted in mid 2002.
The PBSs contain estimates of ABC costs and non-government revenue for the
coming year allocated between the three output groups. Actual costs and non-
government revenue by output group are reported annually in a Note to the
ABC’s Financial Statements.

411 The ABC internal budgeting and financial management, and therefore
its support systems, are based on a divisional structure that reflects the three
output groups and other divisions of the ABC that support the outputs (for
example, News and Current Affairs, Technology and Distribution, Production
Resources). To arrive at the cost of outputs, the ABC allocates the costs of the
ABC support divisions across the three output groups. The ABC’s financial
management system (SAP) does not have the capacity to automatically
attribute costs incurred by non-output divisions to the output divisions.
Allocations are made outside the SAP system, using spreadsheets supported
by the ABC’s cost attribution model.

412 As part of the Output Pricing Review, in September 2002, the ABC
undertook extensive financial analysis of its 2001-02 costs and revenues to
derive a model that could reasonably attribute ABC costs and revenues for
2002-03 to the Output Divisions. This was done at the account level in SAP
Financials for each Division. Costs that could be directly attributed to one or
more of the outputs were so attributed (for example, maintenance costs for
properties where Radio solely broadcasts from were attributed fully to the
Radio output). Other costs were allocated according to a predetermined
allocation ratio. The ABC indicated that it will review the cost attribution
model in detail each year.

413 The ANAO found that the ABC’s cost allocation model allocates total
expenditure and total non-government revenue to the output groups on a
reasonable basis. Nevertheless, the ANAO considers that the ABC could
further enhance the logic of the attribution model of costs and revenues by
output group. The ANAQO’s approach would vary the proportion of estimated
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and actual expenditure attributed to each output. Expenditures and revenues
reported for each output group under this approach would not be materially
different to that currently reported. In addition, the surplus of operating
revenue over operating expenditure for each output would also be similar
under the two approaches.

414 As well as reporting total expenditure and revenue by output group,
expenditure and revenue must be reported at the line-item level (for example,
‘employees’, ‘suppliers’) in the financial statements.”" However, the ABC’s cost
attribution model cannot separately attribute costs and revenues at this level.
Consequently, they have been attributed in the same ratios as the distribution
of total costs and total revenues across the three output groups. The ABC notes
that this is the model’s first year of application since the Output Pricing
Review, and that it will be reviewed in detail in 2003-04 when this issue can be
addressed for future reporting periods.

Management information systems

415 The ABC does not yet have a single performance measuring, targeting
and reporting framework that also satisfies the external requirement for an
outputs-based system of accrual budgeting and accounting. However, the ABC
now has an improved ability to generate performance and financial
information on an outputs/outcomes basis.

416 As the ANAO noted earlier in this section, the ABC monitors its
performance against the PBS performance indicators, and has generated
outputs/outcomes based financial information for financial statement
reporting purposes. In addition, the ABC prepares financial reports on an
outputs/outcomes basis for the Department of Finance and Administration
each month. Each quarter, the Board also reviews output/outcomes based
financial information on actual expenditure and revenue to date; and forecast
expenditure and revenue for the year.

417 The preparation of the above performance and financial information
requires data to be collected from many separate systems of an operational
nature distributed throughout the ABC. The data is then re-organised and
collated centrally using various means—primarily spreadsheets. The lack of
integrated systems means the ABC has to devote extra resources to create and
manage the information, and it reduces flexibility.

418 The ABC indicated to the JCPAA, in its August 2003 submission, that
funding constraints limit the ABC’s ability to refine its management
information systems in the foreseeable future. As at November 2003, funding

" The Requirements and Guidance for the Preparation of Financial Statements of Commonwealth

Agencies and Authorities effectively requires agencies to disclose major classes of expenses and
revenues in line with disclosures in the Statement of Financial Performance.
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to enhance, upgrade, or develop any new, corporate management information
systems had not been allocated by the ABC committee responsible for
approving all significant capital works (including IT projects).

419 Nevertheless, the ABC will receive additional Budget funding towards
improving the capture and reporting of its financial information on an
outputs/outcomes basis.”

Conclusion

420 The ANAO considers that Recommendation (a) has been implemented
and Recommendation (b) has been partially implemented.

ABC response

421 The ABC acknowledges the ANAO view that the performance
measuring, targeting and reporting framework effectively reports performance
and financial information on an outcome/output basis. Nevertheless the
Corporation considers it important to focus continually on areas of
improvement to management information systems. The request for additional
Budget funding was in order to implement the recommendations of the Budget
Estimates Framework Review (BEFR) and was made as part of the 2003-04
Additional Estimates. The additional Budget funding allocated from 2003-04
will enable the ABC to improve its reporting framework but is less than the
amount requested to fully meet the Corporation's needs.

Linking the Charter to the Corporate Plan, PBS and
Annual Report (Recommendation No.12)

Major findings of the 2002 audit

422  Over the past 30 years the ABC has been consistently advised to
improve the measurement of corporate performance. The advice has addressed
the need, and recommended a range of practical methodologies, for measuring
productivity, efficiency, effectiveness and the quality of broadcasting services.
As significant initiatives to apply these methodologies have only begun in the
last two years, the ANAO finds that the quality of ABC performance
information published in the ABC’s key accountability documents and the use
of it by management did not maximise the ABC’s position. For example,
although the ABC collects a wide range of data there are significant gaps and
the data could be used more strategically.

2. The ABC's Portfolio Additional Estimates Statement 2003-04 indicates that the ABC will receive
$151 000 in 2003-04 and around $110 000 per annum thereafter.
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Recommendation No.12 from the 2002 audit

4.23 The ANAO recommends that, in order for Parliament and the public to
readily assure themselves that ABC programming adequately meets the ABC’s
Charter, the ABC:

(@) publish specific information of adequate detail and of sufficient quality
relating to the Charter in the Corporate Plan, the Portfolio Budget
Statement and the Annual Report; and

(b) publish expert research on a periodic basis (say every five years)
reporting findings about the extent to which ABC programming meets
the Charter together with the outcomes of surveys of consumer and
audience satisfaction with ABC programming.

Findings of this audit

424 The ANAO notes that the 2001-04 Corporate Plan and 2003-04 PBS
broadly reflect the ABC’s Charter and contain information on the Charter’s
importance to the ABC and its contents. However, linking the contents of the
Charter to the Corporate Plan and the PBS is difficult as the Corporate Plan
and PBS are structured differently to the Charter. The ANAO considers that
the linkage between the Charter and the Corporate Plan and PBS would be
strengthened if the ABC more explicitly clarified: the links between the
Corporate Plan’s Strategic Objectives and the Charter; and the links between
the PBS” Outcome Statements and the Charter. The ABC indicated that the next
Corporate Plan, due for completion in late 2003-04, would make the links to
the Charter more explicit.

425 In June 2003, the ABC reintroduced an annual Newspoll survey to
measure community appreciation of the ABC in both metropolitan and
regional areas. Survey respondents were asked questions relating to their
attitudes to:

° ABC Television, Radio and Online programming;
° nine other characteristics of the ABC Charter; and
. news and current affairs quality and coverage.

4.26  Results indicate that most people continue to feel the ABC performs a
valuable role; provides quality content; and is doing a good job in fulfilling its
various Charter obligations. The ABC has provided a fair summary of the
Newspoll survey its latest Annual Report.

4.27 Nevertheless, the ANAO found that reporting of the ABC’s
performance against some of the Charter requirements in the ABC’s 2002-03
Annual Report was not comprehensive. Of the nine aspects of the Charter
surveyed by Newspoll, three aspects were not reported. These were:
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o good balance between wide appeal/specialised interest programs;
o encouraging/promoting Australian performing arts; and
. innovation.

4.28 These were the only three aspects of the Charter surveyed that did not
have a statistically significant increase in the percentage of people who felt that
the ABC was doing a good job and/or very good job.

4.29 In addition, although the ABC Charter was reproduced in the Annual
Report, it was not easy to locate, and key references to the Charter in the
Report did not clearly identify the Charter’s importance to the ABC.

4.30 The ANAO considers the reporting of the ABC’s performance against
the Charter would be improved if future Annual Reports:

J acknowledge more explicitly that the ABC’s Corporate Plan and
activities are driven by the ABC Charter; and

. outline performance against all aspects of the Charter surveyed by
Newspoll.

Conclusion

431 The ANAO considers that Recommendation (a) has been partially
implemented and that Recommendation (b) has been fully implemented.

ABC response

432 The ABC demonstrated to the ANAO how the requirements of the
legislative Charter were validly interpreted and expressed through the
Corporate Plan. It is acknowledged there are differences in language used to
convert Charter requirements to strategy statements. Preparation for the
proposed 2004-07 Corporate Plan include an exercise to ‘map’ legislative
requirements to the Corporation’s planning and performance reporting
framework. It is anticipated that the new Corporate Plan will demonstrate the
linkage with Charter obligations more explicitly. This will also be reflected in
subsequent Annual Reports.

Audience reach and share analyses
(Recommendation No.13)

Major findings of the 2002 audit

4.33  Throughout the world, audience reach and share is an established
means for comparing the performance of broadcasters. The ANAO considers
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Findings of this audit

4.35 The ANAO considers that the ABC’s 2002-03 Annual Report contains
extensive information on audience reach and share; gives some insight into
potential reasons for unfavourable trends (that is supported by research); and
outlines the strategies the ABC intends to implement to address the
unfavourable trends.

436 The ANAO cannot form a definitive opinion on Recommendation (b),
as drafts of the next Corporate Plan and Corporate Business Plan were not
available at the time of the audit. However, an examination of the outline of
the proposed Plans indicates that the ABC is well placed to have strategies
included that will address trends disclosed by analysis of audience reach and
share.

Conclusion

4.37 The ANAO considers that Recommendation (a) has been fully

implemented and that Recommendation (b) is on track for implementation in
late 2003-04.

Regional audience research (Recommendation No.14)
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available from ACNielsen in some major regions, other rural regions remain
unmeasured. This is because the economics of providing the same in-depth
coverage as achieved in the metropolitan and major regions are unrealistic.
However, the ABC advises that it wishes to explore alternative means to
achieve measurement coverage of the whole of Australia.

Recommendation No.14 from the 2002 audit

439 The ANAO recommends that, in view of the ABC’s responsibility to
broadcast to the Australian public, the ABC adopt cost effective strategies to
assess ABC performance in relation to the whole of the Australian population,
especially the population of regional and rural areas outside the main
population centres.

Findings of this audit

440 In conjunction with other broadcasters, the ABC uses various methods
to determine the extent to which programming is viewed/listened to by
Australians in both metropolitan and regional areas. The ABC also surveys
Australian’s attitudes to the ABC, including those people who do not watch or
listen to ABC programming.

441 The ABC has indicated that it is committed to conducting Radio ratings
research in all major regional centres over time. Between August 2002 and June
2003, 14 rural and regional areas were surveyed, covering 31.7 per cent of the
population of regional Australia. Subject to funding, the ABC is considering
extending its survey coverage to areas not normally or regularly surveyed
under the current industry approach. In 2002-03, the ABC also held numerous
focus groups in regional areas, many outside the regional centres surveyed
thus far, in an effort to improve its service to these areas.

442 With respect to Television, daily ratings for aggregated television
markets in regional Australia are available through Regional TAM, the
audience viewing measurement system used by the industry. Regional TAM
covers 86 per cent of people in rural and regional Australia. The only major
regional centres not covered by Regional TAM—Darwin, Griffith and the
Imparja broadcasting region—have been surveyed annually (over a two week
period) using the diary method. The ABC anticipates that the same Regional
TAM and diary surveys will continue in 2004.

443 The ABC uses web-based tools to monitor the performance of ABC
Online, including the use of ABC Online by rural and regional Australia. ABC
Online also has a guest book where Internet users can record comments or
observations on ABC programming (The Backyard). The ABC indicated that
feedback received via the guest book is taken into account at program reviews.
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The ANAO considers that this could be extended to broader analyses of ABC
programming performance.

444 The ABC has reintroduced an annual Newspoll survey to measure
community appreciation of the ABC in both metropolitan and regional areas.
Regional respondents comprised 43 per cent of all respondents, who were
selected randomly after a quota had been set for each non-capital city area and
a quota set for each telephone area code within each area. The ANAO is
satisfied that the survey substantially represents a cross-section of the views of
rural and regional Australia.

4.45 The Newspoll survey contains analysis that, among other things,
identifies the views of non-capital city respondents to most of the major
questions asked in the survey, including the coverage of country news and
information.

Conclusion

446 The ANAO considers that this recommendation has been implemented.

Report No.38 2003-04
Corporate Governance in the Australian Broadcasting Corporation—Follow-up Audit

65



5. Addressing JCPAA Report 393
Recommendations

This Chapter considers the ABC’s implementation of the three recommendations made
by the JCPAA in its review of the 2002 audit report. The ANAO concluded that
JCPAA Recommendation 1 has been implemented, Recommendation 2 has been
partially implemented and Recommendation 3 has been substantially implemented.

JCPAA Recommendation 1

51  The Committee recommends that the Australian Broadcasting
Corporation develop and implement a process for measuring performance
data in urban, regional and rural Australia which provides timely and effective
information in relation to its fulfilment of Charter obligations.

5.2 Progress against Recommendation Nos.9 and 14 from the 2002 audit is
the relevant consideration here.

5.3 The ANAO considers that the ABC complaints handling process
adequately supports the achievement of legislative requirements and
compliance with Editorial Policies. The ABC has an accessible, responsive and
transparent process for handling complaints that relate to legislative issues of
independence, accuracy and impartiality (ANAO Recommendation No.9).

5.4 The ABC uses various methods or processes to determine the extent to
which programming is viewed /listened to by Australians in both metropolitan
and regional areas. Through the annual Newspoll survey, the ABC also surveys
Australian’s attitudes to the ABC including those people who do not watch or
listen to ABC programming. Survey respondents were asked questions relating
to their attitudes to:

° ABC Television, Radio and Online programming;
° nine other characteristics of the ABC Charter; and
J news and current affairs quality and coverage.

5.5 Results indicate that most people continue to feel the ABC performs a
valuable role; provides quality content; and is doing a good job in fulfilling its
various Charter obligations (Recommendation No.14).

Conclusion

5.6 The ANAO considers that JCPAA Recommendation 1 has been fully
implemented.
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Addressing JCPAA Report 393 Recommendations

JCPAA Recommendation 2

5.7 The Committee recommends that the Australian Broadcasting
Corporation, as a matter of priority, develop and implement a process for
using performance data to inform Corporate planning.

5.8 Progress against Recommendation Nos.1, 2, 4, 11 and 12 from the 2002
audit is the relevant consideration here.

5.9 The ABC is on track for its next Corporate Plan to include improved
performance indicators and targets (Recommendation No.1). In addition, the
ABC indicated that it had brought the PBS and Corporate Plan into
appropriate alignment, notwithstanding the fact that certain performance
indicators used in the PBS do not reflect exactly those in the Corporate Plan
(Recommendation No.2). However scope exists for the ABC to include a
greater range of efficiency performance indicators for Television, and to a
lesser extent, Radio, such as those used in the international benchmarking
survey (Recommendation No.1).

510 The ANAO found that the plans that drive the scheduling of
programming in Radio, Television and New Media Divisions demonstrate the
use of qualitative and quantitative research in the schedule management
process. However, the Television Division can improve the assurance it gives
to the Board, that television programming is expected to meet Corporate
performance objectives for which the Board is accountable. The ANAO
supports an ABC Television proposal made to the ANAO during the audit to
address this observation (Recommendation No.4).

511 The ABC does not yet have a single performance measuring, targeting
and reporting framework that also satisfies the external requirement for an
outputs-based system of accrual budgeting and accounting. However, the ABC
now has an improved ability to generate performance and financial
information on an outputs/outcomes basis (Recommendation No.11).

512  Although the Corporate Plan broadly reflects the ABC’s Charter, the
linkage between their contents is difficult to identify as the documents are
structured differently. The ANAO considers that the linkage between the
Charter and the Corporate Plan would be strengthened if the ABC more
explicitly clarified the links between the Corporate Plan’s Strategic Objectives
and the Charter. The ABC indicated that the next Corporate Plan, due for
completion in late 2003-04, would make the links to the Charter more explicit
(Recommendation No.12).

Conclusion

513 The ANAO considers that JCPAA Recommendation 2 has been
partially implemented.
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JCPAA Recommendation 3

514 The Committee recommends that the Australian Broadcasting
Corporation specifically report on its performance against Charter obligations
in its annual report to Parliament.

5.15 Progress against Recommendation Nos.5, 8, 9, 12 and 13 from the 2002
audit is the relevant consideration here.

516 The ABC now publishes quarterly statistics of Audience Comments and
Complaints on its Internet website. Complaints are categorised according to
subject, with one of the subject groups related to the Charter requirements of
independence, accuracy and impartiality (Recommendation Nos.5 and 9). This
information also appears in the ABC’s latest annual report.

5.17 Program quality reviews address issues of independence, accuracy and
impartiality and exception reports are generated for the Board. In regard to
Annual Reporting for 2002-03, the ANAO noted that the News and Current
Affairs Division included general information about program quality reviews,
including that no serious issues had been uncovered. Future annual reporting
by the ABC may also benefit from the inclusion of summary quantitative
information (Recommendation No.8).

5.18 Although the ABC Charter was reproduced in the Annual Report, it
was not easy to locate, and key references of the Charter in the Report did not
clearly identify the Charter’s importance to the ABC. Further, performance
against some of the Charter requirements was reported in the ABC’s 2002-03
Annual Report, but not comprehensively. Of the nine aspects of the Charter
surveyed by Newspoll, three aspects were not reported. These were:

J good balance between wide appeal/specialised interest programs;
o encouraging/promoting Australian performing arts; and
o innovation (Recommendation No.12).

5.19 The ABC’s 2002-03 Annual Report contains extensive information on
audience reach and share; gives some insight into potential reasons for
unfavourable trends (that is supported by research); and outlines the strategies
the ABC intends to implement to address the unfavourable trends
(Recommendation No.13).
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Addressing JCPAA Report 393 Recommendations

Conclusion

520 The ANAO considers that JPCAA Recommendation 3 has been
substantially implemented. The ABC’s Annual Report can better reflect the
ABC’s performance against all of the Charter obligations, as determined by the
Newspoll survey.

Canberra ACT P.]. Barrett
31 March 2004 Auditor-General
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Appendix 1: ABC Response to ANAO Draft Report

Draft Summary—ABC Response

The ABC welcomes the acknowledgment that it has achieved considerable
progress towards implementation of the original 14 ANAO recommendations
and the related three JCPAA recommendations.

It may be noted that the 14 major ANAO recommendations consist of 25 parts.
According to the ANAQ'’s assessment, the ABC has fully implemented or is on
track to implement 19 of these parts (76%) and has partially implemented the
remaining six.

This reflects the strong and continuing commitment of the ABC Board and
management to achieving high standards of corporate governance. The Board
has received quarterly progress reports on implementation and is represented
on an ANAO Implementation Steering Committee convened by the Managing
Director.

Chapter 2: ABC Corporate Planning

The ABC notes that Recommendations 1, 2, 3 and 10 are considered to be
implemented or on track for timely implementation. The following comments
relate to Recommendation 4(a)(b), which is partially implemented.

Recommendation 4(a)(b)—Schedule Management
Noted.

Chapter 3: Independence, Accuracy and Impartiality

The ABC notes that Recommendations 5, 6 and 9 are considered to be fully
implemented. The following comments relate to Recommendations 7(b) and
8(b), which were partially implemented.

Recommendation 7(b)—Editorial Arrangements

ABC Editorial Policies (2002 edition) clearly differentiates between News and
Information programming (including Current Affairs) and other types of
Factual Content. News and Information programming is subject specifically to
the legislative requirements of independence, accuracy and impartiality.
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Other types of programs of Factual Content, by their nature, explore or present
particular points of view (eg educational, review, documentary, magazine,
sports and lifestyle programs). These programs, although not impartial, are
required to comply with all relevant Editorial Policies. Every effort must be
made in these programs to ensure that factual content is accurate and in
context and does not misrepresent any viewpoint.

There is a limit to which Editorial Policies or any other policy framework can be
prescriptive for every situation.

Necessarily the ABC requires program makers and editorial managers to
exercise professional judgement in applying Editorial Policies, appropriately—
especially in those cases where the lines of demarcation are less clear-cut. This
does not currently arise in ABC Television: the network does not broadcast
News and Information programming apart from those supplied by the ABC’s
News and Current Affairs Division. In ABC Radio, on the other hand, some
program formats encompass both News and Information and Factual Content.
Presenters on ABC Local Radio, for example, conduct current affairs-style
interviews during parts of their on-air shifts before altering the tempo to
include material such as lifestyle, film reviews and other general interest
stories.

The ABC believes it is appropriate to impose a test of reasonableness on the
detailed application of Editorial Policies. It considers that the Editorial Policies are
sufficient to enable program makers and managers to make reasonable
judgements as to what standards must be applied to the hundreds of ABC
programs that are broadcast daily throughout Australia and internationally.

Although the ANAO identified a risk of inconsistent policy application, it did
not provide specific evidence as to where the ambiguity might lay or instances
in which programs were incorrectly classified.

The ABC will nonetheless examine further the definition of News and
Information programming in the context of the next scheduled review of ABC
Editorial Policies. But, at this time, it is doubtful that any refinement will serve
to lessen further any risk of inconsistent application.

Recommendation 8(b)—Program Quality Reviews
As noted by the ANAO, the ABC has acted to make sure that documentation of
program quality reviews is consistent across News and Information programs.
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The Corporation remains committed to ensuring that the results of the ongoing
schedule of program quality reviews are reported appropriately to the Board.

New Recommendation 1
Agreed.

Chapter 4—Performance Management

The ANAO found that Recommendations 13 and 14 had been fully
implemented. These comments relate to Recommendations 11(b) and 12(a),
which were partially implemented.

Recommendation 11(b)—Outputs/Outcomes-based Financial and performance
Information

The ABC acknowledges the ANAO view that the performance measuring,
targeting and reporting framework effectively reports performance and
financial information on an outcome/output basis. Nevertheless the
Corporation considers it important to focus continually on areas of
improvement to management information systems. The request for additional
Budget funding was in order to implement the recommendations of the Budget
Estimates Framework Review (BEFR) and was made as part of the 2003-04
Additional Estimates. The additional Budget funding allocated from 2003-04
will enable the ABC to improve its reporting framework but is less than the
amount requested to fully meet the Corporation's needs.

Recommendation 12(a)—Linking the Charter to the Corporate Plan, PBS and
Annual Report

The ABC demonstrated to the ANAO how the requirements of the legislative
Charter were validly interpreted and expressed through the Corporate Plan. It
is acknowledged there are differences in language used to convert Charter
requirements to strategy statements. Preparation for the proposed 2004-07
Corporate Plan included an exercise to ‘map’ legislative requirements to the
Corporation’s planning and performance reporting framework. It is
anticipated that the new Corporate Plan will demonstrate the linkage with
Charter obligations more explicitly. This will also be reflected in subsequent
Annual Reports.
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Series Titles

Audit Report No.37
National Marine Unit
Australian Customs Service

Audit Report No.36

The Commonwealth’s Administration of the Dairy Industry Adjustment Package
Department of Agriculture, Fisheries and Forestry—Australia

Dairy Adjustment Authority

Audit Report No.35
Compensation Payments and Debt Relief in Special Circumstances

Audit Report No.34 Performance Audit
The Administration of Major Programs
Australian Greenhouse Office

Audit Report No.33 Performance Audit
The Australian Taxation Office’s Collection and Management of Activity Statement Information

Audit Report No.32 Performance Audit
‘Wedgetail’ Airborne Early Warning and Control Aircraft: Project Management
Department of Defence

Audit Report No.31 Business Support Process Audit
The Senate Order for Department and Agency Contracts
(Financial Year 2002-2003 Compliance)

Audit Report No.30 Performance Audit
Quality Internet Services for Government Clients—Monitoring and Evaluation by
Government Agencies

Audit Report No.29 Performance Audit

Governance of the National Health and Medical Research Council
National Health and Medical Research Council

Department of Health and Ageing

Audit Report No.28 Audit Activity Report
Audit Activity Report: July to December 2003
Summary of Outcomes

Audit Report No.27 Performance Audit
Management of Internet Portals at the Department of Family and Community Services

Audit Report No.26 Performance Audit
Supporting Managers—Financial Management in the Health Insurance Commission
Health Insurance Commission
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Audit Report No.25 Performance Audit
Intellectual Property Policies and Practices in Commonwealth Agencies

Audit Report No.24 Performance Audit
Agency Management of Special Accounts

Audit Report No.23 Performance Audit
The Australian Taxation Office’s Management of Aggressive Tax Planning
Australian Taxation Office

Audit Report No.22 Financial Statement Audit

Audits of the Financial Statements of Australian Government Entities for the Period Ended 30 June
2003

Summary of Results

Audit Report No.21 Performance Audit

Special Employee Entitlements Scheme for Ansett Group Employees (SEESA)
Department of Employment and Workplace Relations

Department of Transport and Regional Services

Audit Report No.20 Performance Audit
Aid to East Timor
Australian Agency for International Development

Audit Report No.19 Business Support Process Audit
Property Management

Audit Report No.18 Performance Audit
The Australian Taxation Office’s Use of AUSTRAC Data Follow-up Audit
Australian Taxation Office

Audit Report No.17 Performance Audit
AQIS Cost-recovery Systems Follow-up Audit
Australian Quarantine and Inspection Service

Audit Report No.16 Performance Audit
Administration of Consular Services Follow-up Audit
Department of Foreign Affairs and Trade

Audit Report No.15 Performance Audit
Administration of Staff Employed Under the Members of Parliament (Staff) Act 1984
Department of Finance and Administration

Audit Report No.14 Performance Audit
Survey of Fraud Control Arrangements in APS Agencies
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Series Titles

Audit Report No.13 Performance Audit
ATSIS Law and Justice Program
Aboriginal and Torres Strait Islander Services

Audit Report No.12 Performance Audit

The Administration of Telecommunications Grants

Department of Communications, Information Technology and the Arts
Department of Transport and Regional Services

Audit Report No.11 Performance Audit
Annual Performance Reporting

Audit Report No.10 Performance Audit
Australian Defence Force Recruiting Contract
Department of Defence

Audit Report No.9 Performance Audit
Business Continuity Management and Emergency Management in Centrelink

Audit Report No.8 Performance Audit
Commonwealth Management of the Great Barrier Reef Follow-up Audit
The Great Barrier Reef Marine Park Authority

Audit Report No.7 Business Support Process Audit
Recordkeeping in Large Commonwealth Organisations

Audit Report No.6 Performance Audit
APRA'’s Prudential Supervision of Superannuation Entities
Australian Prudential Regulation Authority

Audit Report No.5 Business Support Process Audit
The Senate Order for Departmental and Agency Contracts (Autumn 2003)

Audit Report No.4 Performance Audit
Management of the Extension Option Review—~Plasma Fractionation Agreement
Department of Health and Ageing

Audit Report No.3 Business Support Process Audit
Management of Risk and Insurance

Audit Report No.2 Audit Activity
Audit Activity Report: January to June 2003—Summary of Outcomes

Audit Report No.1 Performance Audit

Administration of Three Key Components of the Agriculture—Advancing Australia (AAA) Package
Department of Agriculture, Fisheries and Forestry—Australia

Centrelink

Australian Taxation Office
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Better Practice Guides

Management of Scientific Research and Development
Projects in Commonwealth Agencies

Public Sector Governance

Goods and Services Tax (GST) Administration
AMODEL Illustrative Financial Statements 2003
Managing Parliamentary Workflow

Building Capability—A framework for managing
learning and development in the APS

Internal Budgeting

Administration of Grants

Performance Information in Portfolio Budget Statements
Life-Cycle Costing

Some Better Practice Principles for Developing
Policy Advice

Rehabilitation: Managing Return to Work

Internet Delivery Decisions

Planning for the Workforce of the Future

Contract Management

Business Continuity Management

Building a Better Financial Management Framework
Building Better Financial Management Support

Managing APS Staff Reductions
(in Audit Report No.49 1998-99)

Commonwealth Agency Energy Management
Cash Management

Security and Control for SAP R/3

Selecting Suppliers: Managing the Risk
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Dec 2003
July 2003
May 2003
May 2003
Apr 2003

Apr 2003
Feb 2003
May 2002
May 2002
Dec 2001

Nov 2001
Jun 2001
Apr 2001
Mar 2001
Feb 2001
Jan 2000
Nov 1999
Nov 1999

Jun 1999
Jun 1999
Mar 1999
Oct 1998
Oct 1998



Better Practice Guides

New Directions in Internal Audit Jul 1998
Controlling Performance and Outcomes Dec 1997
Management of Accounts Receivable Dec 1997

Protective Security Principles

(in Audit Report No.21 1997-98) Dec 1997
Public Sector Travel Dec 1997
Audit Committees Jul 1997
Management of Corporate Sponsorship Apr 1997
Telephone Call Centres Handbook Dec 1996
Paying Accounts Nov 1996
Asset Management Handbook Jun 1996
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