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9.1 Audit conclusion 

In 2002, the government announced its aim to reduce the volume of 
hardwood sawlogs harvested in Victoria’s state forests through the buy-
back of licences. The contractor assistance program (CAP) was established 
to assist contractors affected by the buy-back program and exiting the 
industry. The Department of Sustainability and Environment (DSE) had 
overall responsibility for the assistance program. 

In 2004, a number of correspondents raised issues with my office 
concerning the management of CAP. The issues centred on the 
prioritisation process employed to provide CAP assistance. Given these 
concerns, I decided to conduct an audit of the program. 

The program attracted 175 applicants, many more than originally 
anticipated. To assist all eligible applicants would have required funding in 
excess of initial and revised funding estimates. 

To address this situation, assistance was provided to 38 eligible applicants 
assessed as a high priority in a first round of the program. This exhausted 
funding available for the program at that time. A further 119 applications 
were put on hold until additional funding became available. The initial 
guidelines did not mention the prioritisation process and therefore 
contributed to the expectation that all eligible applicants would receive 
assistance. 

While additional funding was subsequently made available, it was 
insufficient to assist all remaining applicants. Program guidelines and 
priority criteria were amended that effectively limited eligibility for 
assistance to applicants from specific areas. Following assessment on this 
revised basis, 25 of the remaining applicants received assistance. The 
remainder still interested in receiving assistance were deemed ineligible or 
advised that their applications would not be considered further. 

Our review identified that many of the management processes used in the 
program were effective. However, we also identified a number of issues to 
be considered when developing and implementing future assistance 
programs. These included ensuring: 
• detailed funding estimates are developed in the initial stages of the 

program 
• potential applicants are fully informed of all aspects of the program, 

particularly where not all eligible applicants will receive assistance, 
applications are to be prioritised or provision exists for amending 
criteria during the assessment process  
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• decisions on assistance to individual applicants are fully supported by 
documentation 

• realistic deadlines are set for the receipt of applications and supporting 
information, and policies for late applications are clearly developed and 
complied with 

• processing of applications for assistance and notification of applicants of 
the outcome of assessment processes is timely.  

RESPONSE provided by the Chief Executive Officer, Rural Finance 
Corporation 

The conclusion states that “The initial guidelines did not mention the 
prioritisation process and therefore contributed to the expectation that all 
eligible applicants would receive assistance.” 
This statement does not disclose the full position as evidence that a priority 
process was in place as referred to in Section 9.7.1 of the report viz: 
“Reference to applications being prioritised was provided in: 

• the expressions of interest advertised on the RFC website 
• advertisements in Melbourne and regional newspapers 
• public information sessions 
• a covering letter provided to all contractors with the guidelines.” 

The statement in the audit conclusion in our view needs to be made in full 
context to give an accurate account of the situation. 

RESPONSE provided by the Secretary, Department for Victorian 
Communities 

I have noted the comments in the report on the processing of applications for 
non-business elements of the Contractor Assistance Package. 

9.2 Overview of the contractor assistance program 

Licences are issued to allow the harvesting of wood in designated areas of 
Victoria’s state forests. In early 2002, after recognising that those areas of 
state forest available for commercial harvesting were being logged at 
unsustainable rates, the government introduced its $80 million, Our Forests, 
Our Future (OFOF) policy statement. The Department of Sustainability and 
Environment (DSE) has overall responsibility for implementation of OFOF.  

The first step in the reform process was to reduce the volume of hardwood 
sawlogs taken under State licence by 31 per cent, to around 568 000 cubic 
metres a year. This reduction was to be achieved by a state government 
offer to buy-back sawlog licences, in whole or in part.  
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A contractor assistance program and a worker assistance program (WAP) 
supported the buy-back program, known as the Voluntary Licence 
Reduction Program (VLRP). The CAP was primarily designed to assist 
harvest and haulage contractors and other business owners, whose 
businesses were affected by the licence buy-back. The program also aimed 
to help contractors to find new jobs, obtain new work skills or voluntarily 
retire from the industry. The WAP was designed to financially assist 
workers directly affected by the buy-back of sawlog licences and the exit of 
contractors from the industry. 

The government aimed to complete the OFOF program by the end of 2006. 
DSE planned for the sawlog licence buy-back, the WAP and CAP to take 
place within this period. 

The CAP was announced in August 2002, and program guidelines were 
issued in November 2002. The program consisted of “business” and “non-
business” elements. Under the business element, approved applicants were 
to receive compensation for 100 per cent of the projected loss on the sale of 
operational plant and equipment, reimbursement of statutory redundancy 
entitlements paid to employees, and reimbursement of up to $1 000 
towards the cost of obtaining professional advice. DSE contracted 
administration of this element to the Rural Finance Corporation (RFC). 

The non-business element comprised a one-off, up-front industry 
restructure payment, training and other assistance to help contractor 
principals find a new job and, where necessary, relocate. DSE contracted 
administration of this element to the Department for Victorian 
Communities (DVC).  

A total of 175 applications for assistance were received. Applicants 
included harvest and haulage contractors, secondary processors and 
businesses providing ancillary and support services to the timber industry. 

The program consisted of 2 rounds of assistance payments, the first 
between December 2002 and May 2003 and the second commencing in 
December 2003 and largely completed by May 2004. 

This office audited CAP in 2003 as part of a broader review of the 
Voluntary Licence Reduction Program. The report, outlining the findings 
of this audit, was tabled in parliament in October 20031. At the time that 
report was prepared, round one of the program had been effectively 
completed.  

                                                 
1 Victorian Auditor-General’s Office, Managing logging in State forests, October 2003. 
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The report outlined that by 30 September 2003: 
• 36 applicants had received, or were assessed as eligible to receive, 

assistance through the business elements component of the contractor 
assistance program 

• 2 contractors were assessed as eligible for only the non-business 
elements of the program  

• 119 applications were on hold  
• 19 applications were assessed as ineligible for the program or had 

withdrawn.  

The report indicated that delays in implementing the CAP created 
uncertainty for contractors and recommended the completion of the 
program as a priority.  

Following that report, in December 2003, DSE amended the eligibility 
guidelines for assistance. Assessment of the 119 applications (held over 
from round one) was made against these amended guidelines during the 
second round. Following this process, 25 applicants in the Central 
Gippsland and Dandenong forest management areas received assistance. 
The remainder were deemed to be ineligible for assistance or advised that 
their applications would not be considered further. 

9.3 Audit purpose and scope 

In 2004, a number of correspondents raised issues with this Office 
concerning the management of the CAP. The issues centred on the 
prioritisation process employed by DSE to provide CAP assistance. Most 
correspondents considered they were initially eligible for assistance under 
the November 2002 program guidelines yet ineligible when DSE imposed 
priority criteria in December 2003. 

Concerns were also expressed that guidelines were inconsistently applied 
when assessing eligibility for assistance, and the time taken to finalise the 
assessment process. 

Given these concerns, I decided to conduct an audit of the contractor 
assistance program. This audit examined the validity of the issues raised 
by assessing whether the: 
• CAP program was adequately planned 
• administration of the various elements of the CAP had: 

• complied with the contractor assistance guidelines  
• assessed applications in a fair manner. 

As the program is now effectively complete, the audit also assessed 
whether the objectives of the program were achieved. 
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9.4 Status of the contractor assistance program 

In December 2003, the Minister for the Environment approved the 
finalisation of the CAP. The program was effectively completed at the date 
of audit. Figure 9A details assistance provided through the business and 
non-business elements of the CAP. 

FIGURE 9A:  CONTRACTOR ASSISTANCE (BUSINESS AND NON-BUSINESS 
ELEMENTS) PROVIDED AS AT OCTOBER 2004 

Outcome CAP assistance 
provided - 

Business elements 

CAP assistance 
provided - 

Non business elements 

Total 

 (no.) ($m) (no.) ($m) ($m) 
Applications received 175 - - -  
Applications settled:      

• round 1 (a) 38 7.5 49 3.1 10.6 

• round 2 (b)  25 4.5 29 1.8 6.3 

Total  63 (d) 12.0 (e) 78 (e) 4.9 16.9 
Applications not proceeding:      

• declined (c) 48 n/a n/a n/a - 

• lapsed (c) 45 (d)  n/a n/a - 

• withdrawn (c) 19 n/a n/a n/a - 

Total applications not proceeding 112 n/a n/a n/a - 
(a)  2 applicants were assessed as eligible for CAP but did not receive business elements assistance, as 

they did not have plant and equipment. They were eligible for non-business element assistance 
and their employees were eligible for assistance under the Worker Assistance Program (WAP). 

(b)  One contractor delayed his exit to complete an existing contract. This process was finalised by 
mid November 2004. 

(c)  Declined: applicants were ineligible or did not meet priority criteria; Lapsed: applicants did not 
supply required information within the required timeframe; Withdrawn: application for 
assistance was withdrawn due to the contractor having ongoing work or not serious about 
exiting the industry.  

(d)  Payments totalling $24 367 were made to 32 unsuccessful applicants for the reimbursement of 
professional fees incurred in preparing their CAP applications. 

(e)  Figures exclude 10 applications not yet fully processed by DVC. Estimates for the Industry 
Restructure Package component of these applications are around $700 000. 

Source: Information provided by Rural Finance Corporation and Department for Victorian 
Communities.  
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9.5 Planning and management of the contractor 
assistance program 

As with all government programs, sound planning and management was 
important to achieving the CAP objectives. To assess, this we examined 
whether: 
• the program was structured to achieve objectives 
• appropriate budgets and timelines were established 
• roles and responsibilities of all parties were clearly stated and 

appropriate governance arrangements were in place 
• detailed program and communication plans were established.  

9.5.1 Program budget and timelines 
In 2002-03, the government provided $80 million for implementing the 
OFOF policy, which was allocated as follows: 
• industry transition ($47 million) 
• worker assistance program ($15 million) 
• other forest projects ($18 million). 

There was no separate budget allocation for the CAP.  

Based on estimates of the annual reduction required in wood harvested 
and the experience obtained from a previous restructuring package (the 
Forest Industry Structural Adjustment Package), DSE provided a 
preliminary estimate of the cost of compensating contractors under CAP at 
$3 million. This amount was to be provided out of the $47 million allocated 
for industry transition assistance. DSE intended to confirm the preliminary 
cost estimate following negotiations with industry stakeholders and 
finalising details of the program. 

From the date of its creation in early 2002, the Industry Transition 
Taskforce (ITT)2 expressed concern to DSE and to the then Minister for 
Environment and Conservation, on the adequacy of funding for the 
program.  

On 23 July 2002, the ITT informed the then Minister that it estimated the 
cost of contractor business exits, including assistance for principals, 
redundancy payments for employees and compensation for the projected 
loss on plant and equipment, would be around $15 million. 

                                                 
2 The Industry Transition Taskforce was established to provide the Minister for the Environment 
with strategic advice on the implementation of the OFOF initiatives. 
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This estimate did not take account of additional costs that could result 
from: 
• buy-back of sawlog licences in areas where resource reductions were not 

initially planned, for example, Benalla/Mansfield and Tambo 
• buy-back of licences in excess of what was originally planned. 

In June 2002, DSE engaged consultants to cost the proposals put to the 
government by the ITT. In 2 reports, the consultants estimated costs based 
on a number of scenarios as more applications were received than 
originally anticipated. These estimates are shown in Figure 9B. 

FIGURE 9B: COST ESTIMATES FOR CAP PROGRAM 

Date of estimate  Scenarios Estimated 
cost of 

assistance  
  ($million) 
1. 19 December 2002 50 exits to match licence reduction 16.6 
2. 19 December 2002 80 exits based on high level of applications received  26.0 
3. 14 February 2003 62 exits to remove excess industry capacity 17.4 
4. 14 February 2003 74 exits due to income of businesses impacted by more than 

50 per cent. 
20.8 

Source: Information from consultant’s reports.  

Based on the consultant’s most conservative estimate of $16.6 million, the 
preliminary estimate of $3 million was inadequate. 

In March 2003, DSE requested additional funding for the OFOF program 
and acknowledged that the funding previously available for contractor 
assistance was insufficient. It provided 2 funding options:  
• a full cost option of $23.1 million, providing for 74 business exits at a 

cost of $20.8 million  
• a reduced cost option of $14.9 million providing for 35 business exits at 

a cost of $12.6 million. 

The government approved the reduced cost option. 

The cost of the assistance provided to the 36 successful applicants in round 
one of the program roughly equated with the $12.6 million available to 
fund the program at that time. 

In late 2003, DSE allocated a further $6.8 million, from identified savings in 
the OFOF budget and from redirecting surplus funds available in a 
previous program, the Forest Industry Structural Adjustment Program, to 
fund contractor exits in round 2 of the program. 
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 Recommendation 

1. That when establishing future assistance programs, DSE ensure 
that detailed cost estimates are determined during the initial 
planning and that the availability of funding is used as a key 
determinant in the development of program criteria. 

RESPONSE provided by the Secretary, Department of 
Sustainability and Environment 

Recommendation agreed. To the extent that this is possible, given the quality 
of the data available to determine cost estimates.  

9.5.2 Roles, responsibilities and governance arrangements 
A number of government and industry bodies with industry expertise and 
skills were involved in the management and administration of the CAP, as 
outlined in Figure 9C.  

FIGURE 9C: KEY PARTIES INVOLVED AND THEIR ROLES AND RESPONSIBILITIES 
IN THE CAP 

Key parties Role / Responsibilities 
Department of Sustainability and Environment  Overall policy responsibility for implementation and 

reporting on OFOF policy and programs. Assisted the 
processing of round 2 CAP applications. 

Interdepartmental Committee (IDC) 
Department Secretaries or Deputy Secretaries from 
the Departments of Sustainability and Environment, 
Premier and Cabinet, Treasury and Finance and 
Victorian Communities 

 
Provide high-level policy and implementation 
oversight of OFOF decisions and projects. 

Industry Transition Taskforce  
Experts in the forest industry and representatives 
from the Departments of Sustainability and 
Environment, Innovation, Industry and Regional 
Development and Treasury and Finance 

 
Provide the responsible minister with strategic advice 
on the monitoring and implementation of OFOF 
initiatives. ITT ceased to operate from 28 October 
2003. 

Industry Consultative Forum 
Representatives from Construction, Forestry, 
Mining and Energy Union, Victorian Association of 
Forest Industries, Victorian Forest Harvesting and 
Cartage Council and Chairman ITT 

 
Specialist input into the activities of ITT and in 
development and implementation of OFOF programs. 

Rural Finance Corporation (RFC) 
Administration and legal staff primarily involved in 
CAP business elements program administration 

 
CAP administrator. Determines eligibility of contractor 
after consulting with ITT regarding priorities and 
processes business element assistance payments. 

Department for Victorian Communities (DVC) 
Department has established a Forestry Worker and 
Contractor Assistance Program Unit to administer 
non-business elements of CAP payments 

 
Assesses and administers non-business element 
payments to eligible contractor principals including 
initial one-off industry restructure payment, training, 
job search, relocation and reemployment assistance. 

Source: Information provided by DSE and contractor assistance guidelines, November 2002.  
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We concluded that many aspects of the management structure were 
effective. In particular: 
• the roles and responsibilities of the parties involved in the program 

were clearly outlined in the CAP guidelines and other terms of reference 
documents 

• the membership of the IDC was appropriate and the committee had 
access to the specialist advice needed to assist in decision making  

• decisions made by the oversight body were adequately supported and 
documented  

• appropriate reporting mechanisms were established, with the IDC and 
minister receiving regular and comprehensive reports on the progress of 
the program 

• Key staff involved in the program were specifically chosen based on 
their specialist skills and experience and largely worked on the program 
from the start to finish. 

We identified a number of areas where management of the program could 
be improved:  
• The main purpose of the ITT was to provide advice to the minister on 

implementation of the OFOF. However, under CAP guidelines, the ITT’s 
role was broadened to include consulting with the RFC on prioritising 
applications for processing. The expansion of ITT’s role created a 
potential conflict of interest for industry representatives on the 
taskforce. We saw no evidence that this potential conflict was 
considered and managed. 

• While a probity auditor was engaged by RFC (as required by DSE) to 
undertake an initial review of the proposed evaluation process for the 
VLRP (sawlog licence buy-back program), no mechanism was 
established for independent review of the ongoing management and 
administration of the CAP.  

• A post-implementation review of the CAP has not been planned. Such a 
review would enable an assessment of the outcome of the program and 
allow identification of potential improvements for the management of 
similar programs in the future.  
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 Recommendations 

2. That for future programs of this type: 
• potential for conflict of interest of industry specialists be 

clearly identified and effectively managed 
• a probity auditor be engaged to independently review key 

aspects of the programs, including the development of 
program guidelines, the assessment of applications and the 
ongoing implementation of the programs. 

3. That DSE undertake a post-implementation review of the CAP. 

RESPONSE provided by the Secretary, Department of 
Sustainability and Environment 

Recommendation 2 agreed. 
Recommendation 3 partially agreed. The two audits conducted by the 
Victorian Auditor General’s Office and DSE’s own internal audit of CAP 
have extensively reviewed program design and implementation and provided 
sufficient material to constitute a post implementation review.  

RESPONSE provided by the Chief Executive Officer, Rural Finance 
Corporation 

Similar processes for administering VLRP and CAP applications were 
implemented by RFC. Having obtained a probity audit of VLRP process, a 
further probity audit of the CAP was not considered necessary.  

9.5.3 Detailed plan  
DSE developed a detailed plan for the implementation of the program that: 
• outlined the activities to be undertaken 
• assigned responsibility for tasks  
• established timelines for completion of activities. 

The plan did not include cost budgets for each of the program’s key 
activities. Some budget information was provided in agreements between 
DSE and RFC and DVC. However, other budget information in relation to 
activities undertaken by DSE and ITT was not well-documented and cost 
budgets for various activities changed considerably during program 
implementation. 
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 Recommendation 

4. That, in future, cost budgets be developed for all key 
components of a program and included in the program plan. 

RESPONSE provided by the Secretary, Department of 
Sustainability and Environment 

Recommendation partially agreed. DSE does not accept that costs budgets 
were not developed for key components of the program but accepts the need for 
more effectively integrating costing information into program design decision 
in future programs. 

9.6 Adequacy of the assessment process 

9.6.1 Assessment processes used 
Initial CAP guidelines indicated contractor businesses that were proposing 
to totally or partially exit from the industry may be eligible for assistance if 
they could demonstrate that they: 
• directly participated in the native forest timber industry or 
• derived at least 50 per cent of their total gross income from working in 

the industry, and 
• were adversely (financially) affected by the reduction in sawmill 

licences. 

To provide guidance to the ITT in determining priorities, the IDC 
determined that the number of contractor exits required should be based 
on the reduced annual harvest of timber in each forest management area 
(FMA) (resulting from the sawlog licence buy-back). The buy-back of 
sawlog licences was completed in July 2003. 

Before any assessments of eligibility, ITT prioritised all applications. As a 
result, ITT was effectively responsible for the initial determination of the 
overall number of exits required. DSE assumed this role for the second 
round of the assessment process.  
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ITT’s prioritisation methodology, where applicants were assigned an A, B, 
or C priority rating, was based on whether:  
• the applicant was:  

• a bona fide harvest or haulage contractor  
• from the Midlands, North East or East Gippsland FMAs  
• serious about exiting the industry 

• the number of applications for assistance in each of the above-
mentioned FMAs, matched the number of contractors required to exit 
from that FMA. 

Applicants satisfying all 4 criteria were classified as an A priority, 
indicating that they were in the group with the highest need for funding.  

Applications, which met the first 3 of the criteria but not the fourth, were to 
be assessed against separate eligibility criteria, designed to assist the least 
efficient contractors to exit the industry. Applicants satisfying these 
secondary criteria were then to be included with the other A priority 
applications, the remainder were classified as B priority. Applicants not 
meeting one or more of the first 3 criteria were classified as a B or C 
priority. 

No specific mention of this prioritisation process was made in the 
guidelines issued to potential applicants. However, DSE advised that the 
prioritisation process was made known to applicants in other 
correspondence and during various presentations.   

Of the 175 applications received, 41 were classified by the ITT as an A 
priority. They were referred to the RFC for assessment against the 
eligibility criteria outlined in the guidelines and for determination of 
assistance under the business element of the program. At the same time, 
applicant details were provided to the Department for Victorian 
Communities to enable assessment of eligibility for the non-business 
component of the program and to calculate the assistance to be provided.  

Thirty-eight of the 41 priority A applicants received financial assistance to 
exit the industry. The remaining 3 applications were withdrawn, lapsed or 
declined. Assessment of the remaining applications was put on hold to 
enable DSE to consider: 
• the additional demand for logging contractors to assist with the 

harvesting of fire damaged trees, following bushfires at the start of 2003 
• reduction in annual sawlogs harvested, resulting from the VLRP licence 

buy-back process. 

Key aspects of the CAP process are outlined in Figure 9D. 
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FIGURE 9D: CONTRACTOR ASSISTANCE PROGRAM – KEY ASPECTS OF THE 
ASSESSMENT PROCESS 

Key aspects  Details 
Expression of interest to be lodged by 
applicants 

Closing date 29 November 2002. 

Supporting evidence to be provided 
within 14 days of the application being 
submitted. Other information may be 
requested to allow a proper assessment 
of a contractor’s position 

Evidence to be provided: 

• business engaged in native forest timber industry at date of OFOF 
policy announcement, 21 February 2002 

• registration of business 

• relevant income tax returns for 1999-2000, 2000-01, 2001-02 

• cash flow projections for 2002-03 and 2003-04 and a statement of 
financial position as at the date of application or as close to as 
possible 

• work performed in Victorian native forest timber industry 
e.g. contracts 

• how OFOF policy has adversely affected the business 
e.g. termination of contracts. 

CAP assistance is not an automatic 
entitlement of businesses electing to exit 
the industry. Assistance will only be 
approved where the contractor has 
demonstrated eligibility against the 
stated criteria 

Eligibility criteria: 

• direct participation in the native forest timber industry or 

• direct dependence on the industry. At least 50 per cent of total gross 
income derived from a contract for the direct supply of goods and 
services to the industry directly related to harvesting, haulage and 
processing of hardwood timber including the transport of woodchips 
for stock piling and dispatch and  

• adverse financial consequences directly and principally incurred 
because of the implementation of the OFOF policy (i.e. reduction in 
sawmill licences).  

The process for assessing applications 
and key parties involved 

RFC: 
• determine the completeness of each application. 
• send applications to ITT for prioritising 
• for ‘A’ priority applications, determine eligibility and advise applicant of 

that determination.  
• for reject applications, advise applicant of reason/s for the rejection. 
• refer applications to valuer, reimburse professional fees, and refer 

applications to DVC for assessing eligibility for the non-business 
elements of CAP. 

• pay projected loss on sale of plant and equipment. 
DVC: On referral from RFC, determine eligibility of contractor principals 
for non-business assistance.   

Establishment of an Independent Review 
Panel 

To consider applicants’ objections to RFC and DVC decisions. 

Source: Our Forests Our Future Industry Transition Program contractor assistance program - 
application guidelines, issued November 2002 and information from RFC and DSE. 

Exit assistance provided to priority A applicants in round one exhausted 
available funding for the CAP. DSE estimated that the cost of assisting all 
119 applicants on hold after completion of round one would be around 
$39 million.  
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In mid October 2003, DSE commenced the final stage of the CAP. As 
information originally provided by the remaining 119 applicants was 
almost 12 months old, RFC requested updated information from applicants 
if they still wished to be considered for assistance.  

All applicants with the exception of 16 applicants from those Otways and 
Central FMAs who were not part of the OFOF, were contacted and asked 
to update the information provided in their application. Applicants not in 
the Dandenong and Central Gippsland priority FMAs were advised that it 
was unlikely they would receive assistance. However, they could still 
provide updated information for consideration. Assistance was limited to 
the Central Gippsland and Dandenong FMAs, as DSE considered: 
• they were the remaining areas most affected by the resource reductions 
• a strengthening residual log market increased the demand for haulage 

capacity in other areas 
• there was no need for additional exits in other FMAs given the 

contractor exits that had already occurred. 

Of the 103 applicants contacted by RFC in mid-November 2003, 65 
indicated that they were still interested in exiting the industry and 
receiving CAP assistance. These applications comprised: 
• 36 harvest and haulage contractors in the Central Gippsland and 

Dandenong FMAs 
• 13 harvest and cartage contractors in other FMAs 
• 16 secondary processors or businesses providing ancillary or support 

services to the industry. 

Initial estimates of the likely cost (under the December 2002 guidelines) to 
provide assistance to the 65 applicants was around $20 million.  

The initial program guidelines stated that “the guidelines may be subject to 
further review in light of developments in restructuring the native forest industry 
and achievement of the Government’s objectives”. The guidelines were 
amended in December 2003 given limited funding to meet the cost of all 
applications for assistance. These amendments effectively limited: 
• contractor assistance to the Central Gippsland and Dandenong FMAs 
• contractor assistance to harvest and haulage contractors and specifically 

excluded applications from secondary processors and support 
businesses 

• the level of assistance available to eligible applicants. Relocation 
assistance was reduced from $30 000 to $10 000 and plant and 
equipment assistance was limited to specialists. The amount of time in 
which approved assistance could be accessed by contractor principals 
was reduced from 24 months to 3 months. 
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While some applicants withdrew due to ongoing work in the industry, the 
change to the guidelines effectively reduced the number of applicants to 
36 of which 25 were found to be eligible. The estimated cost to finalise 
round 2 of the program at November 2004 was $6.3 million.  

9.6.2 Outcome of assessment processes 
The level of contractors (harvest and haulage contractors) estimated to be 
in excess of industry requirements following the licence buy-back, and the 
actual CAP exits are shown in Figure 9E. 

FIGURE 9E: REQUIRED AND ACTUAL CONTRACTOR EXITS BY FMA 

Forest Management Area  
(FMA)  

Estimated contractors in 
excess of future 
requirements (a) 

Actual CAP  
contractor exits 

 (no.) (no.) 
East Gippsland 17 22 
Midlands 6 8 
North East 0 2 
Portland 2 1 
Tambo 1 1 
Benalla/Mansfield - 1 
Central Gippsland 29 18 
Dandenong 7 8 
Central  (7) - 
Otway (b) 5 - 
Mid Murray - - 
Bendigo - - 
Horsham - - 
Mildura - - 
Total 60 (c) 61 
 
Legend:  Round 1 Priority FMAs  Round 2 Priority FMAs 

(a) Estimate of required contractor exits submitted to the Inter Departmental Committee, 30 January 
2003.  

(b) Resource reductions in Otway were the subject of a separate government policy initiative and 
not part of the OFOF policy. As a result, no contractors were exited from Otways as a part of the 
CAP. 

(c) An additional 2 applicants were assessed as eligible for CAP but did not receive business 
elements assistance as they did not have plant and equipment. They received assistance for their 
employees under the Worker Assistance Program. 

Source:  Information provided by DSE and Victorian Auditor-General’s Office, Managing logging in 
State forests, October 2003. 
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DSE largely achieved its target to reduce the total volume of hardwood 
sawlogs taken under state licence. Under the contractor assistance 
program, 61 contractors were assisted to exit the industry compared to a 
preliminary estimate of 60. While the majority of successful applicants 
were selected from the areas identified for priority, we identified that: 
• the number of contractors exited in each FMA did not necessarily equate 

with the preliminary estimate of contractors to be in excess of 
requirements 

• applications from the Portland, Tambo and Benalla/Mansfield FMAs 
were exited despite these not being identified as priority areas 

• 2 of the applications prioritised in round one were from ancillary 
businesses despite a priority to exit harvest and haulage contractors. 

DSE advised that estimates of the number of contractors required to exit 
each forest management area were intended only as a general guide. 

Information obtained during the audit indicated that generally contractors 
who received assistance under the program were satisfied with the amount 
of assistance received.  

Not all applicants impacted by the reductions in logging activity received 
assistance. This is particularly true of businesses providing support and 
ancillary services to the industry. 

The government’s objective was to complete its OFOF program by the end 
of 2006, 4 years after it commenced. DSE planned for the sawmill licence 
buy-back, the workers assistance and CAP programs to take place within 
this period. With the CAP largely completed in March 2004, the 
management of the program was timely. However, the time taken by DSE 
to resolve some applications was excessive with over a year expiring 
between the lodgement of initial applications and notification of the 
outcome of the application for some applicants. 

9.7 Potential for improvement to assessment and 
management processes 

Our review of the assessment and management processes used for the 
program identified a number of matters, as set out in the following 
paragraphs. 
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9.7.1 Adequacy of communication to potential applicants 
Information about the CAP was conveyed to potential applicants through a 
number of means, including: 
• program guidelines 
• website information  
• public advertisements 
• published material, including a fact sheet and expression of interest 

document 
• responses to queries regarding the program 
• industry association networks 
• public meetings and information sessions 
• correspondence to applicants. 

The following specific references to the assessment process were included 
in the guidelines: 
• the processes were designed to ensure that applications would be dealt 

with in a coordinated and understood manner 
• eligibility for assistance would be determined after consultation with 

ITT and applicants would be provided with advice of that 
determination 

• where an application was deemed ineligible, the applicant was to be 
advised of the decision and provided with a written explanation. 

No reference was made in the CAP guidelines (November 2002) or in the 
CAP fact sheet (August 2002) to a prioritisation process. Reference to 
applications being prioritised was provided in: 
• the expressions of interest advertised on the RFC website  
• advertisements in Melbourne and regional newspapers 
• public information sessions 
• a covering letter provided to all contractors with the guidelines. 

DSE believes that potential applicants reading these documents or 
attending presentations should have been aware that their applications for 
assistance were likely to be prioritised as part of the assessment process. 
However, expectations amongst contractors who contacted my Office were 
that all would receive assistance if they could demonstrate an impact from 
the reductions in logging. The absence of mention of the prioritisation 
process in the guidelines or fact sheet contributed to these expectations.  

Applicants were first told of the criteria used in the prioritisation process 
when they received advice on their priority rating (around mid-December 
2002). However, an explanation of why an application received a particular 
priority rating by the ITT was not provided.  
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The CAP guidelines and fact sheet did not disclose sufficient information 
on the assessment process, in particular the basis for assigning priorities to 
enable applicants to understand how applications were to be assessed, 
funds available and how such funds would be allocated.  

 Recommendation 

5. That documentation provided in future assistance programs be 
more specific on: 
• the level of funding available for the program 
• all criteria to be used to determine eligibility and priorities 

for assistance 
• the assessment process 
• the basis to be used to allocate assistance funding where the 

total assistance likely to be paid to eligible applicants 
exceeds the funding available 

• indicative timelines for decisions such as determining 
eligibility for assistance and calculating assistance 
payments. 

RESPONSE provided by the Secretary, Department of 
Sustainability and Environment 

Point 1 of recommendation 5 partially agreed. DSE does not accept that the 
level of funding available for a program should in all cases be publicly 
available. The Rural Finance Corporation can provide a number of examples 
where the budget available for particular assistance programs has never been 
made public knowledge and asserts that for program administration purposes 
it is more manageable if budget funding limits are not known by potential 
applicants. 
All other Points of the recommendation agreed. A major unforseen event, such 
as the 2003 Alpine Fires which had a major impact on DSE’s capacity to 
quickly resolve outstanding CAP applications, can occur to hinder the 
efficient administration of future programs.   

9.7.2 Late submission of information supporting 
applications 
Supporting information was to be provided by applicants within 14 days 
of the closing date for applications, 13 December 2002. In practice, 
applicants often submitted supporting information well after this date.  
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At the expiry of the 14 day period, RFC allowed a further 14 days for the 
receipt of supporting information (to the end of December 2002). This 
extension was to ensure “maximum availability and uptake of the package”3. 
However, there were many instances where supporting information 
continued to be provided in the period January 2003 to July 2003.  

In one instance, RFC continually requested information from an applicant 
over a 4 month period. At one stage, the application was rejected on the 
basis that the information was not forthcoming. However, when the 
information was eventually supplied, the application was accepted and 
assistance provided. 

In accepting late information, RFC was assisting applicants who may have 
been unable to meet deadlines. However, allowing applicants to provide 
supporting information after the advised date can create potential 
inequities where some applicants are allowed more time to provide 
information to support their applications than others. 

 Recommendation 

6. That, in future, guidelines clearly stipulate agency’s time 
requirements for providing supporting information and that 
programs are administered in accordance with these timeframes.  

RESPONSE provided by the Secretary, Department of 
Sustainability and Environment 

Recommendation agreed. 

RESPONSE provided by the Chief Executive Officer, Rural Finance 
Corporation 

The suggestion that RFC’s decision to allow applicants to provide supporting 
information after the advised date can create potential inequities is in our 
view without foundation in the administration of CAP.  
RFC believes it exercised sympathetic and sound judgement and 
demonstrated an understanding of the impracticality of insisting on 
accompanying data being supplied within 14 days, when clearly accountants 
representing a number of contractors were physically unable to complete 
company and personal income tax returns by the time allowed. 
Sensible discretion was exercised by RFC in granting extensions in individual 
circumstances thereby avoiding a potential rash of complaints from aggrieved 
applicants. 
In our view no applicant, or potential applicant, was disadvantaged by RFC 
allowing reasonable opportunity to submit supporting information. 

                                                 
3 Memorandum to Chairman ITT from Manager ITT Secretariat, 12 December 2002. 
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9.7.3 Treatment of late applications 
Closing dates are specified in programs, such as the CAP, to establish a 
structure for administration of the program, to ensure timely completion 
and to facilitate equitable treatment of all applications. 

While program guidelines stipulated that applications were to be lodged 
by 29 November 2002, they did not specifically address the treatment of 
late applications. 

Nine late applications, received from one week to 5 months after the 
closing date, were accepted. The reason given for late applications were 
that applicants were unaware of either the program or the closure of the 
sawmill for which they supplied logs.  

Accepting late applications makes a program administratively more 
difficult and increases the risk of inequitable treatment of applications. For 
example, a contractor may not submit an application if the closing date has 
passed as they consider it unlikely to be accepted. In this situation, they are 
at a disadvantage compared with someone who has a late application 
accepted. 

 Recommendation 

7. To minimise the likelihood of late applications, the department 
should ensure that realistic deadlines are created for the receipt 
of applications for future assistance programs. The process for 
handling late applications for assistance should also be clearly 
stated in program guidelines and complied with.  

RESPONSE provided by the Secretary, Department of 
Sustainability and Environment 

Recommendation agreed.  
However, developments during implementation of the Our Forests Our 
Future licence buyback scheme, particularly the policy decision by 
Government to buy back a greater sawlog volume than was required to 
achieve the required resource reductions in some FMAs, can make it 
inequitable not to accept late applications, as the affected contractors would 
not have been able to properly assess their likelihood of being affected. 
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RESPONSE provided by the Chief Executive Officer, Rural Finance 
Corporation 

The deadline for accepting applications (as distinct from supplementary 
information referred to in 9.7.2) was strictly controlled by RFC. 
The only deviations from this stance were: 

• from late applicants who were able to demonstrate that the application 
had in fact been posted in time to arrive by the due date based on 
normal Australia Post delivery expectations and, 

• late applications from non priority FMA’s following the closure of 
mills in those areas on advice from DSE or ITT. 

9.7.4 Need for improved documentation of decisions 
Our review of applications for assistance and ITT records disclosed very 
little documentation supporting the ITT’s prioritisation strategy or the 
actual prioritisation of applications. Most application forms indicated: 
• the assigned priority rating  
• details of the type of business (harvest or haulage)  
• whether or not the contractor was serious or not about exiting the 

industry (where ITT had contacted the applicant).  

Information to support the ITT’s prioritisation decision was not always 
evident on the application. Some applicants received assistance but there 
was no evidence indicating they were serious about exiting the industry or 
to support that they were harvest and haulage contractors.  

In addition, there was no documented justification for why: 
• some applicants were rated an A priority, when they were located 

outside of a priority FMA or were not a harvest or haulage contractor  
• more or less contractors were exited from FMAs than identified as 

necessary 
• a particular application was selected for assistance, when a number of 

applications that met the criteria for an A rating did not receive 
assistance.  

DSE advised that there was limited need for documentation of these 
matters due to the small size of the industry with applicants generally well 
known to the members of the ITT.  However, despite this knowledge, it is 
desirable that all decisions are fully supported by documentation. 
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 Recommendation 

8. That all decisions on prioritisation be clearly documented and 
adequately supported to ensure the integrity of assistance 
programs. 

RESPONSE provided by the Secretary, Department of 
Sustainability and Environment 

Recommendation agreed. 

9.7.5 Notification of outcomes to applicants 
All applicants received initial notification of their priority rating around 
mid-December 2002. They were advised that, if their priority status 
changed, they would be further notified. Formal communication with 
applicants occurred almost one year later, in November 2003. 

Although this information was in the guidelines, letters of regret sent to 
applicants in December 2003 following round 2 of the program did not 
make mention of: 
• the independent review process available to applicants wishing to object 

to priority or eligibility decisions 
• an applicant’s entitlement (notwithstanding they were ineligible for 

other assistance) to receive up to $1 000 to reimburse professional costs 
incurred in preparing their CAP applications. A reminder of this 
entitlement was however included in offers of assistance to eligible 
applicants. 

 Recommendation 

9. That, in managing future assistance programs, DSE ensure 
communication with applicants is timely, particularly where 
administration and assessment processes continue over an 
extended period. 

RESPONSE provided by the Secretary, Department of 
Sustainability and Environment 

Recommendation agreed. 
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RESPONSE provided by the Chief Executive Officer, Rural Finance 
Corporation 

All applicants received initial notification of their priority rating around mid 
December 2002 and were told that they would be communicated with again 
when there was a change in their priority status. 
In cases where the status did not change and the applicants initiated a request 
for an update on their status the applicants were responded to accordingly. 
This position needs to be made clearer in the report which currently gives the 
impression that applicants had not been contacted for up to 12 months. 
On the issue of notification of an appeals process RFC took the view the 
guidelines clearly explained this process and did not require repeating. 

9.7.6 Appeals process 
Program guidelines specified that RFC was to determine the eligibility or 
ineligibility of each application. For applications deemed ineligible, 
applicants were to be informed of the reason for their ineligibility. 
Provision was also made in guidelines for unsuccessful applicants to 
appeal the eligibility decision. 

The program provided a 2-part process to review assessments, where 
applicants were unhappy with eligibility decisions. This process consisted 
of: 
• An internal review of assessment decisions following a written request 

from the applicant. These reviews were conducted by RFC, who were 
required to advise the applicant within 5 days of the review outcome.  

• examination by an independent panel where applicants appealed 
against the outcome of the RFC review. 

To successfully appeal, the guidelines required applicants to demonstrate 
how they satisfied selection criteria and provide grounds on which their 
appeal against the eligibility decision was made. The guidelines did not 
provide for applicants to appeal the priority rating assigned to their 
application. 

The 119 applicants on hold after the first round of the assessment process 
could not use the appeal process as no decision had been made as to their 
eligibility. 

Following the revision of the guidelines in December 2003, the right to 
appeal was effectively removed as applicants not in priority areas were no 
longer eligible for assistance. 
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Deficiencies in the appeals process were highlighted in a legal opinion 
obtained by DSE. 

“It seems to me that where an application is deemed not eligible, the reasons for 
that decision were to be set out.  Looking at paras [of the guidelines], it seems to 
me that the required written response was intended to give some indication to 
the applicant as to why the application has been deemed not eligible to enable 
the applicant to determine whether or not an internal review should be 
requested or an objection lodged.  Simply stating the criteria on which the 
decision has been made does not seem to me to be sufficient to comply with the 
guidelines.” 

 Recommendation 

10. That the reasons for decisions on priorities in future programs 
are clearly communicated to enable applicants to utilise 
available appeal processes.  

RESPONSE provided by the Secretary, Department of 
Sustainability and Environment 

Recommendation agreed. 

9.7.7 Contractor applications on hold 
After completing its prioritisation and assessment process in round one of 
the CAP process, DSE was left with 119 applications, which were not 
assessed. The department considered that most of the remaining 
contractors would be needed over the next 2 years to salvage timber burnt 
in the 2003 bushfires.  

The 119 applicants assigned a B or C priority, received a letter indicating 
that their application would not be assessed against the criteria in the 
guidelines at that time and advised that they would be contacted when 
there was a change to their priority status.  

DSE stopped processing CAP applications in May 2003 until the resources 
required for the salvage operations and funding required to finalise the 
CAP, were determined. At this time, the 119 applications had been on hold 
for 6 months. 

With no progress made on these applications, an increasing number of 
complaints from applicants were received by DSE, outlining the economic 
hardship they were suffering due to the sawmill closures. Applicants were 
also critical of the CAP process especially given their expectations of 
support following announcements when OFOF was introduced.  
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Early in June 2003, RFC recommended to DSE that a public announcement 
be made “to address ongoing frustration applicants are experiencing …” and to 
inform applicants that there might be no further assistance provided4. This 
announcement was not made. 

The change in guidelines in December 2003 had a range of impacts on the 
applicants on hold and considered in round 2, in that: 
• A more rigorous process of checking the eligibility of applicants was 

employed in round 2 than in round one. This was due to the amended 
guidelines requiring more stringent testing of the information, 
supporting each application, against the eligibility criteria. Testing 
involved more detailed analysis of the information provided by 
applicants relating to the level of income they derived from working in 
the industry and their attempts to find alternate work. 

• The level of assistance (for business elements) provided to applicants in 
round 2 was, on average, 13 per cent less than that provided to 
applicants in the first round. This was due mainly to the December 2003 
guideline changes. Several contractors were also unable to receive full 
compensation for their operational plant and equipment, as they had 
sold off items since submitting their CAP application in November 2002. 
In these cases, the sales were undertaken in order to meet pressing 
financial commitments. 

Restricting eligibility for CAP to ensure there was sufficient funding was 
allowed for in the November 2002 guidelines. However, as reported 
previously, applicants did not have information on key aspects of the 
priority assessment process. For example, the criteria to be used in the 
assessment process, how the department was to prioritise applications for 
assistance, funding available for the program and the basis for allocation 
should funding be limited.  

The allocation of assistance under revised guidelines raised questions 
concerning the equity of the program as: 
• although many of the 119 applications on hold after round one may 

have satisfied the eligibility criteria outlined in the initial CAP 
guidelines, only 25 received assistance 

• eligible contractors in round 2 received less assistance than those 
assisted in round one 

• eligible contractors in round 2 had to wait around 12 months longer for 
assistance than eligible contractors in round one. 

                                                 
4 Letter to Professor Lyndsay Neilson, Secretary, Department of Sustainability and Environment 
from RFC, 3 June 2003. 
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 Recommendation 

11. That, where a need exists to change an established program’s 
guidelines or eligibility criteria, these changes be clearly 
communicated to affected applicants. Consideration could also 
be given to closing the program and establishing a new one with 
revised requirements, rather than amending the guidelines. 

RESPONSE provided by the Secretary, Department of 
Sustainability and Environment 

Recommendation agreed. 

9.7.8 Processing of applications for non-business elements 
assistance  
DVC, on referral from RFC, determined the eligibility of contractor 
principals to receive assistance in respect of the non-business elements of 
the CAP. At the date of audit, a total of $4.9 million has been provided to 
contractor principals who exited the industry. Figure 9F outlines the key 
aspects of this assistance. 

FIGURE 9F: KEY ASPECTS OF CAP NON-BUSINESS ASSISTANCE 

Key elements Details 
Eligibility criteria Eligibility to receive a CAP contractor exit package (from RFC).  

Continuous work in the Victorian native forest timber industry for at least 19 hours per 
week in 9 out of the 18 months prior to receiving CAP assistance. 

Assistance 
elements 

Industry restructure payment (to a maximum $80 000) 

• 3 weeks pay for each year of continuous service in the industry 

• over 45 years old, additional 3 weeks pay for each year of service over 45 years 
of age 

• Deemed rates of pay:  

• Harvesters: $57 000 per annum / $1 096 per week  

• Haulers: $55 000 per annum / $1 057 per week  

• Other principals (secretaries, office managers, etc): $31 200 per annum / 
$600 per week. 

Training and job search assistance (pre- and post- business closure; skills 
assessment; vocational training). 
Relocation assistance, up to $30 000. 
Employment incentive scheme for employers who propose to employ a contractor 
principal, wage subsidy up to $5 000. 

Source: CAP guidelines issued November 2002.  
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Contractors’ applications were to be supported by appropriate 
documentation including group certificates, taxation returns and statutory 
declarations. 

We examined the files of 22 contractor principals (11 in each round). We 
found no evidence of incorrect payments to applicants. However, the 
following matters were noted in relation to the processing of applications:  
• DVC processed applications without appropriate documentation to 

substantiate length of employment in the industry for 7 of 11 round one 
applicants. There was a significant improvement in DVC quality 
assurance processes for round 2. All payments reviewed were 
adequately supported.  

• The objectivity and independence of applicants’ supporting information 
i.e. employment history, was limited by the fact that it was often 
certified by family members involved in the business. 

• In round 1 the taxation implications for contractors were not properly 
assessed by DVC. This resulted in taxation not being deducted from 
assistance payments as required. This situation was rectified in round 
2 with appropriate tax deducted from assistance payments. 

By 15 September 2004, over 75 per cent (64 principals) of eligible contractor 
principals had secured another job and 13 per cent (11 principals) had 
retired voluntarily.   

DVC has, in the main, complied with the CAP guidelines in assessing and 
processing contractor principal applications for assistance. In particular, 
the department took appropriate action to rectify taxation and quality 
assurance deficiencies identified in the processing of round one 
applications. 

 




