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Responses to recommendations

® Queensland
® @ Audit Office

Better public services

Department of Regional Development,
Manufacturing and Water

Appointing and renewing government boards

Response to recommendations provided by Graham Fraine, Director-General, Department of Regional
Development, Manufacturing and Water on 10 May 2022

Recommendation Agreel Timeframe for Additional comments
Disag impl it
(Quarter and

financial year)
We recommend that the Department of Agree To be determined  Actions to implement this
Regional Development, Manufacturing and subject to delivery  recommendation will be
Water implement the whole-of-government timeframe and determined following delivery
framework developed by the Department of outcomes of of Recommendation 2.
the Premier and Cabinet in Recommendation
Recommendation 2 2
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Comments received from the Director-General,
Department of Employment, Small Business and Training

Queensland

Government
Department of
Employment,
Small Business
and Training

Qurref: CIC-430

Mr Brendan Worrall
Auditor General
Queensland Audit Office
Email: gao@gao.gld.gov.au

Dear Mr Worrall

Thank you for your letter dated 13 April 2022 regarding your proposed report Appointing and
Renewing Government Boards and for the opportunity to provide feedback on the report.

The Department of Employment, Small Business and Training (DESBT) supports
recommendation 5 of the report to implement the whole-of-government framework developed
by the Department of Premier and Cabinet as detailed in Recommendation 2 of the report.

| note the appointment timeframe in Figure 4C of the report relates to a process commenced
in 2020 and is not reflective of the shorter appointment timeframes that DESBT usually meets
for board appointments.

DESBT is committed to best practice with appointment processes and increased diversity on
government boards. The Department routinely uses skills matrices to assist in appointment
processes and will continue to implement practices that support good governance outcomes.

Yours sincerely

&S \

Warwick Agnew

Director-General

Department of Employment, Small Business and Training
10/05/2022

1 William Street Brisbane
Queensland 4000 Australia
PO Box 15483 City East
Queensland 4002 Australia

ABN 84 375 484 963
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Appointing and renewing government boards

Recommendation DESBT division Agree/Disagree Timeframe for implementation Additional comments
{Quarter and financial year)
We recommend that the Department of Engagement Agree To be determined subject to the
Employment, Small Business and Training Division outcomes of Recommendation 2
implement the whole-of-government Investment
framework developed by the Departmentof  pivision

the Premier and Cabinet in
Recommendation 2
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B. How we prepared the Audit insight

About this Audit insight

The objective of this audit is to assess the processes used by entities to appoint and renew government
boards. The audit addressed the primary objective through the following key questions.

e What is the makeup, diversity, and skillset of Queensland government board members?
o What is the range of board appointment practices?

e Do current guidelines reflect good practice?

Entities subject to this audit

e Department of the Premier and Cabinet (which we only reviewed in relation to its role with guidance
materials; not for the appointments it manages)

e Queensland Treasury
e Department of Employment, Small Business and Training
e Department of Regional Development, Manufacturing and Water

e Department of Health

Audit scope and methods

Performance engagement

We performed the audit in accordance with the Auditor-General Auditing Standards, incorporating, where
relevant, standards on assurance engagements issued by the Auditing and Assurance Standards Board.

We have not provided a reasonable level of assurance on the results of the first key question; we have
provided observations only. We did not audit the source data.

We addressed the second and third key questions under ASAE 3500 Performance Engagements. This
standard establishes mandatory requirements and provides explanatory guidance for undertaking and
reporting on performance engagements.

The audit assessed the processes used to appoint and reappoint board members of large entities. It did
not assess the merits of individual appointments and did not audit the due diligence assessments of
individual candidates performed by departments.
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In conducting the audit, we:

interviewed key contacts from central agencies and other relevant entities
consulted with relevant stakeholders such as board members

analysed data including the Department of the Premier and Cabinet's Queensland Register of
Appointees to Queensland Government Bodies and the Queensland Register of Nominees

reviewed documentation including annual reports, legislation, and guidelines

reviewed Cabinet submissions for significant appointments for the in-scope boards from 2017 to 2021
for evidence of the process used to manage recruitment and appointment

interviewed 11 board chairs and members. (We acknowledge this is not a representative group and do
not extrapolate the results to represent the experience or opinions of all government board members.)

We did not audit the individual boards. We audited the appointment and renewal processes used by the
4 in-scope departments for a selection of large entities (listed in Appendix D).
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C. Better practice principles
assessment

This appendix lists our assessment of the recruitment steps used by the 4 departments we audited:
e Department of Health (DOH)

e Department of Employment, Small Business and Training (DESBT)

e Department of Regional Development, Manufacturing and Water (DRDMW)

e Queensland Treasury (QT).

Departments do not approve appointments. They undertake the process on behalf of ministers and work
with the relevant ministers’ offices on it. The ministers then recommend appointments for government
owned corporations and statutory bodies to the Governor in Council (Governor in Council is the Governor
acting on the advice of Executive Council, which in practice is the Governor and at least 2 ministers
(executive councillors).

Figure C1 shows the results of our comparison of the appointment and renewal processes used by the

4 departments with better practice principles. We acknowledge that most elements listed in Figure C1 are
based on better practice from the ASX Corporate Governance Council and the Australian Institute of
Company Directors (AICD) and are not mandatory for government board appointments.

Figure C1

Comparison of the processes the 4 departments use to appoint and renew
government boards with better practice principles

Steps in the recruitment process DOH DESBT DRDMW QT

Identify the skills the board needs

Maintain a register of current appointees and expiry dates v v v v

Consider performance evaluations of current board members

Consult with chair/department on skills/expertise required v v v v

Formally identify skills gaps using a skills matrix™ 2 v

Search for people with the skills

Engage external recruitment agency v v v
Publicly advertise positions v v v
Search the Queensland Register of Nominees (QRON)3 v v v v
Consult networks of board members, departments, ministers v v v v




Appointing and renewing government boards (Report 17: 2021-22)

Steps in the recruitment process DOH DESBT DRDMW QT

Use a panel to assess candidates against selection criteria v v v

Check suitability of candidates

Conduct due diligence checks (bankrupts, disqualified v v v v
directors)?

Conduct additional probity checks (media searches) v v v v

Verify education qualifications v

Recommend and appoint

Recommend candidates to minister/s3 v v v v
Seek approval of significant appointments by Cabinet® v v v v
Evaluate
Complete project evaluation v
Note:

' This is a mandatory step for Queensland Treasury only from its Guide for Board Appointments to Government Owned
Corporations, Queensland Rail and Seqwater (Feb 2019).

2 In 2020, DESBT completed a skills matrix in consultation with a recruitment consulting firm.

3 These are mandatory steps for significant appointments to boards for all departments.

Source: Queensland Audit Office assessment based on review of documents and interviews with departments.
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D. Large government entities

The Queensland Register of Appointees identifies 325 different government bodies and boards. The
bodies have various functions including advisory roles, steering committees, courts, and tribunals. The
boards lead government owned corporations, statutory bodies, and companies.

The focus of this audit was the recruitment processes departments use to appoint and reappoint board
members of 50 large government entities. Figure D1 shows which departments manage the recruitment
of the board members of these entities. Figure D2 lists the large entities considered materially significant
based on their operating results (greater than $5 million) or assets (greater than $100 million).

We did not audit the boards or the appointment of specific individuals, and we excluded the grammar
schools and universities, as departments do not manage the appointment of all board members for these

entities.

Figure D1
Departments that manage recruitment for boards of large government entities

50 large government entities

Queensland Health (17)

Department of Communities,
Housing and
Digital Economy (5)

Department of Regional
Development, Manufacturing

and Water (2)

Department of Tourism,
Innovation and Sport (2)

Department of Employment,
Small Business and Training (1)

Department of Justice and
Attorney-General (1)

Queensland Treasury (15)

Department of Education (2)

Department of State
Development, Infrastructure,
Local Government and Planning

(2)

Department of Agriculture and
Fisheries (1)

Department of Energy and
Public Works (1)

Department of Transport and
Main Roads (1)

Source: Queensland Audit Office from the Department of the Premier and Cabinet’s Queensland Register of

Appointees.
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