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THE DUTIES OF THE COMMITTEE

Section 8 of the Public Accounts Committee Act 1951
reads as follows :-

8, The duties of the Committee are -

(a) to examine the accounts of the
receipts and expenditure of the
Commonwealth and each statement
and. report transmitted to the
Houses of the Parlisment by the
Avditor-General in pursguance of
sub-section (1) of section fifty-
three of the Audit Act 1901-195L;

(b) to report to both Houses of the

Parllament, with such comment as
it thinks fit, any items or
matters in those accounts,
statements and reports, or any

» circumstances commected with
them, to which the Committee is
of the opinion that the attention
of the Parliament should he

¢ directed;

(¢) to report to both Houses of the
Parliament any alteration which
the Committee thinke desirable
in the form of the publtc
accounts or in the method of
keeping them, or in the mode of
recelpt, control, issue or pay-
ment of public moneys; and

(@) to inguire into any question in
connection with the public
accounts which is referred to it
by either House of the Parliament,
and to report to that House upon
that question,

and Include such other duties as arve assigned to the
Committee by Joint Standing Orders approved by both
Houses of the Parliament.
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PREFACE

Because of the Parlismentary and public interest
and anxiety created by statements relating to the Australian
Aluminium Production Commission, the Committee has strained its
resources o have its Report ready to present to the Parliament
before the current sittings end, It i'xas not been able to
report upon all the gquestions it has investigated, and 1t is
therefore submitting this Report as Part I, The Report covers
a discussion of all the more important matters, and the cenclu-
slons of the Committee in regard to all the matters into which
it has inquired.

Part IT will be submitted later, and will contain
the conclusions of the Committee in respect of matters that yet
have to be committed to writing, together with the bulk of the
Appendices, which again could not be prepared in time for

inclusion in Part I,
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JOINT COMMITTEE OF PUBLIC ACCOUNTS

TWENTY~-FIRST REPORT

AUSTRATL.TAN ATUMINTUM PRODUCTION COMMISSION

"PART T

CHAPTER I, INTRODUOTION

The Inquiry by the Committee into the affairs of
the Australian Aluminium Production Commission has been of an
unusual and exacting nature. Not only has the Committee had
to consider evidence of a kind that is not usually presented
before it, but it has had to reconcile often violently
conflicting statements by witnesses.

2 The Committee has held a large number of public
and: private meetings in connection with the Inquiry. The

publlc meetlngs were held :—

In Canberra 7th to 9th December, 1954
In Melbourne 21st and 22nd February, 1955
In Launceston 23rd to 25th February, 1955
and Bell Bay

In Carberra 15h to 17th March, 1955

In Canberra 13th to 15th April, 1955

The public mestings involved a total of 1L days' sittings and
two night sittings, and over 1,350 pages of Minutes of Evidence
were taken at the meebings.

3e The private meetings of the Commlttee to consider
its Report have been even more nu.mei*ous. Over the period of
the Inquiry the Committee has already met in privete session on
more than 35 occasions, some of them being for whole days at a
time.

le In addition to recelving svidence from the 29
witnesses, whose names are set out in Appendix No. 1, the

Committee received 36 Statements, some of them extremely
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lengthy, from persons affécted by the Inquiry, and 137
Statements from the Australian Aluminium Production Commission.
Details of all these Statements are set out in Appendices Nos.
1 and 2,

o

B 1

-
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CHAPTER __ IT

THE COMMITTEE'S DECISION TO INVESTIGATE THE
ACCOUNTS OF THE AUSTRALIAN ATUMINIUM
PRODUCTION COMMISSION

When arranging its programme for 1954, the

Committee of 1952-5L decided to investigate, amongst other

things, the affairs of the sustralian sluminjwn Production

Commissions The committee's activities were interrupted by

the Royal Visit and most of its programme remained unfinished

when the term of office of its Members expired with the

dissolution of the House of Representatives in April, 195U.

64

The new Committee, elected in August, 1954,

adopted the programme of the old Committee, and on the 27th

August, 1954, wrote to the Minister for Supply that it would be

jinvestigating the accounts of the sustralian Aluminium Production

Cormission. On further consideration of its time-table, the

Committee decided to defer its investigation to permit the

Commission to camplete the construction of the plent amd to

commence production (scheduled for Jamuary, 1955) free from the

distractions inevitably associated with a public inguiry.

Te

Shortly after this, on 28th October, 1954, the

following gquestion was addressed to and answered by the

Chairman of the Cammittee in the House® :-

“MR. BARNARD I wish to ask a question of the
honorable member for Warringah as the Chairman of the
Public Accounts Comittee,. Has the Government yet
referred the question of the £1,200,000 of unallocated
expenditure in the accounts of the Australian Aluminium
Production Commission at Bell Bay in Tasmania to the
Public Accounts Committee for investigation? If so,
will the Commitiee give the matter urgent consideration?
In any case, when will it cammence its investigations
and when may honorable members expect it to present its
report? R g

MR. BLAND @ The Committee has received a letter
from the Minister for Supply, but it must take its
directions from the House, not from the Government. The
letter from the Minister for Supply asked the Committee
to go into the matter mentioned by the honorable member
as soon as possible. The Commititee had already taken

#

Hanserd dated 28th October, 1954, pages 2407-2L08.
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steps to make preliminary investigations, and those
steps are proceedingo It will undertake the
investigations as soon as it is free from its ekisting
commitments, which will not be until the begimming of
next year,
8. On. 3rd November, 1954, the Comnmittee further
consldered its programme. It decided that an investigation
into the cmmission?i‘s accounts should be given precedence over
its current activities, considering thas the publiic interest
would best be served if an endeavour were madc to commence its
investigations immediately. Inquiries elicited the fact that
preliminary material could e mude availér-:ie in tire to permit
the first public hearings %c be held on 7th %o 9th December,
1954
9 On the same date, 3:d Movember, 195k, the Minister
for Supply made a stabement relating to the alfairs of the
Australian Aluminium Produc‘bioﬁ Commission, in the course of
which he said® :-
".oee the question of the Ccamission’s financial
administration will also shortly be ezamined by the
Public Lecounts Gommitbee, as a result of which an
impartial report will e tabled In this House",
10, The requirements of the Commitiee in respect of
this Inquiry were then discussed wi*th the Conmission and its
officers, An indication was given of the lind of material the
Committee would need, and statements cn a nurber of matters
were obtained from the Commission and other auth ~ities in time
to permit the holding ol he f£irat public wistirgs on the dates
appointed, )
1i. Arising from the .vbmilssions made to it and the
evidence taken at these mee*ings, the Ccunitics had $o obtain
further detailed infommation which necessitated much research
and a close examination of *the records and Minutes of the
Commigsion, It beceme obvicus “o the Conmitiee %hat it could
not resume the Inquiry before February, 1955, at the earliest,
This decision met the convenience of the Joammission which, as

already mentioned, was planning to commerce production of

# DPress Statemeit Crbuld D.Q Wowlhiter, wvile



-5 -

alumina on lst January, 1955, The Committee held furthexr
public meetings in Februery, March and April, 1955.

12, The Commities beliei/es that the duties wlth which
it has been entrusted by the Parliament can best be discharged
if there is a clear understanding of them and, at the same time,
an apprecistion of the technigues it has evolved for

making an examination of any matter within its quﬁhority. It
is the Comittee's view that - '

() It is for the Sommittee to decide whether or not
it will undertake an. inguiry, unless either House
of the Parliament refers a matter to 1t as
provided for by section 8(d) of the Public Accounts
Committee sct 1951, If a Minlster should wish
the Committee to examine any matter associnted
with his Department, the appropriate course is
for him to seek a referencé of the matter to the
Comuitbee by éither House of the Farliament in
accordance with section 8(d).

(b) To ensure that its inguiries are comprehensive and
effective, the Committee has found it desirable to
resort to written requisitions and written replies,
which ensure precision of statement and malie it
easy to appreclate the further material needed.
The techniqué may entail an initial delay, but it
does mean that once the inguiry is launched it
can proceed without being handicapped by the

absence of eséential information,
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CHAPTER IT
T AUSTRALTAN ALU‘MI‘NIUM PRODUCTTION COMMISSION:
A _STATUTORY GORPORATION*

(a) The Statubory Gorporation

13, The Committee has touched upon the particular
problems presented by the Statutory Corporation in its Reports
upon the Joint Coal Board - Plant and Bquipment (1lth Report),‘
the Postmastez:—General's Department (12th Report) and upon the
Repatriation Department (15th Report). In those Reports it
did not consider the problems of the Statutory Corporation in
any detail, for they were incidental to the main Iines of its
inguiry, On this occasion, its investigation into the accounts
of the Australian Aluminium Production Commission has called. for
a closer examination of the nature and character of the
Statutory Corporation.

1h, To inform its mind upon the legal, political, and
administrative consequences flowing from the creation of a
Statutory Corporation, the Committee obtained the advice of the
Solicitor-General (Professor K,H, Bailey, C.B,E.), and has
consulted many texts written by students of the Statutory
Corporation,

15, The views of the Solicitor-General concerning the
respective powers, duties, and responsibilities of the Parlia~
ment, the Minister, the Auditor-General and the Treasury vis -
& ~ vis the Australian Aluminium Production Commission are
stated at Iength in later sections of this Report,

16, The Statutory Corporation has been defined as a

% There is no settled nomenclature describing the Statutory
Corporation, although that name ig now in general use,
Amongst the more usual synonyms for "the Statutory Corpor-
ation" are "Public" corporations, "Government Proprietary"
carporations, "Public Utility" corporations, "Government.
Undertakings", "Govermment Business Undertakings", Through~
out this Report all those names have been used from time to
time by different persons, and all mean what the Committee
calls the "Statutory Corporation®,



-7 -

"financially autonomous non profit-making body created by an Act
of State to provide a monopoly of goods or services on a
commercial basis, ultimately responsible through a Minister %o
the Parliament and the public, but free from full and contin-
uous Ministerial control”,® Many of the Australian Statutory
Corporations would not conform to all the features in this
definition, the most important lack of conformity being in the
field of financial autonomy.

17. In the following paragraphs, the Committee deals
with the more general considerations associated with the
creation of Statutory Corporations,

18, There is wide agreement amongst authorities in this
field that the Statutory Corporation is the most suitable device
for ensuring the public management of economic enterprises,
where there is need for flexibility in administration, and for
independence from close political control, These attributes,
essential for successful business operation, are seldom present
in ordinary Government Departments,

19, The Statutory Corporation has had a long history in
Australia; Australis is usually credited with creating this
form of administrative organisation with the founding of the
State Savings Bank of Victoria in 1841, Since then, the
Statutory Corporation has been used for the management of trans~
port in all its forms, for communications such as broadcasting,
for generating and reticulating electric light and power, for
water conservation, irrigation, afforestation, mining, and the
manufacture of many types of material.,

20. An examination of the reasons for creating
Statutory Corporations leads to a further understanding of their
nature and charscter, In "Government and Parliament", the

Rt, Hon, Herbert Morrison, M.P. says+:‘ "If we establish the

# BSir Arthur Street, Deputy Chairman, National Coal Board of
the United Kingdom,

+  Govermment and Parliament, the Rt. Hon, Herbert Morrison, M,P,,
London, Oxford University Press, 1954, pages 282-283,
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Statutory Corporation, it must be for two reasons. What are
they? They are that we seek to combine the principle of

public ownership, of a broad but not too detail_ed public
accountability, of a consciousness on the part of the under-
taking that it is working for the nation and not for sectional
interests, with the liveliness, initiative, and a considerable
degree of the freedom of a quick-moving and progressive business
enterprise, Either that is the case for the Statutory Corpor-
ation or there is no case at a.ll". My, Morrison emphasises
that it inevitably follows that we must accept special limita-~
tions upon Parliamentary accounta'bil.i‘by. The Government has no
right, he says, to ask leaders of industry to accept the respon-
sibility for managing these corporations unless it is prepared
to give them "a reasonable and frankly recognised sphere of
managerial freedom, Otherwise we should run the grave risk of
irresponsibility - nobody being responsible for anything',

21, Mr., Morrison would go much further than we have in
Australia in accepting the consequences of the poliey of
establishing such Corporations, He would limit to general
policy the responsibility of the Minister to answer questions,
and would rule out any that touch on day-to-day administration.
He would glve the Corporations much greater financial autonomy
than is customary in Australia, including a power to raise money
for capital and working expenses and to let contracts, He
would, as we usually do, take their staffs outside the field of
control by Public Service Boards; and he would ensure Parlia-
mentary comtrol by building up a close informal relationship
between Minister and Corporation apart from more formal officisl
contacts, and by requiring each Corporation to submit annual
reports,

22, Because there has been a large expansion in the
field of activities undertaken by the Statutory Corporation,

much discussion is proceeding in English-speaking countries



_9_‘

regarding their creation and control,®* In England, a Select
Committee on Nationalised Industries was appointed during 1953-
5Lk, and a proposal has been made that a Standiﬁg Committee on
Corporations be established on lines and with duties similar to
the Public Accounts COmmittee.+ Present in all the discussions
has been an anxiety lest close control by the Parliament should
transform the Statutory Corporation into a conventional Govern-
ment Depariment, and also, lest restriction upon Parliamentary
control through questions should turn the Corporations into
self-governing underté.kings not accountable to anyone,

23, The form of the Corporation is as varied as are its
activities, The form is usually that of a Board or Commission
of one or more menmbers, who may be appointed or elected, expert
or lay and representative o%‘ varying interests, who have fixed
or indefinite terms of office and who may or may not have
restrictions imposed upon the private activities that they are
permitted to undertake, One outstanding feature of the Acts
constituting the Australien Aluminium Production Commission is
the economy of words with which they are drafted, an economy
that resulted in a failure to prescribe the powers, duties and
organisation usually set out in some detail in statutes creating
such Corporations, Thus the Commission originally consisted of
a part-time Chairman and representative Members (with deputies).
The purpose of the Commission, as defined in the 1944 Act, was
simply "with all possible expedition ,,.. to do all such acts
and things as are necessary for the production" in Tasmania of

ingot aluminium under the terms of an Agreement between the

# On these matters, see J.H, Thurston: Government Proprietary
Corporations, Cambridge, Mass., Harvard University Press,
1937: Sir Arthur Street: The Public Corporation in
British Experience, Westminster, Institute of Public Admin~
istration, 1947; W,A, Robson: Public Enterprise, London,
1937: F.A, Bland: Planning the Modern State, Sydney, 1937;
R, Else Mitchell: Australian Aspects of Government Corpor-
gg%ogs Canadian Bar Review, Ottawa, November, 1946, pages

-80 .

+ The Committee understands that a Resolution has recently been
passed in the House of Commons to provide for the appoint-
ment of such a Committee,
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Commonwealth and the State of Tasmania, There was no provision
to- prohibit Members of the Commission from having business
dealings with the Commission . In the absence of specific
directions in the Acts, executive control was assumed by the
Chairman with the assistance of a Secretary, Almost no
detailed provisions concerning the staff, the power and the

functioning of the Commission were included in the Acts,

(b) ZThe Constitutive Acts,

24, The texts of the Aluminium Industry Acts 294k,

1952 and 1954 are set oubt in Appendix No, 3; for the purposes

of the Committee, the more important provisions of the Acts are

as follows :~ )

(1) The e'stablishment of the Cormission was arranged in

two Agreements between the Commonwealth and the
State of Tasmania ~ the Acts give effect to the
Agreements and authorise the necessary ancilliary
measures,

(41) The Commission is a body corporate, whose Menbers
are appointed by the Governor~General; four of
them “pepresent" the Commonwealth, and one
(nominated by the State) “represents" the State,

(i11) Section 7 of the 194l Act, as amended by section 6
of fhe 1952 Act, states as follows the general
duties, powers and functions of the Commission -

"7, Subject to the provisions of this Act
and of the Agreement, as amended by the Supple-
mentery Agreement, it shall be the duty of the
Commisgsion, with all possible expedition, in
order to promote the naval, military and air
defence of the C.omonwe&lth and its territories,

to do all such actg and things as are necessary
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for the production of aluminium in primery form,
including aluminium in the form of ingots,
rolling and extrusion billets and wire bar, and
for that purpose it shall have and may exercise
the powers and functions, and shall perform the
duties and obligations, of the Commission set out
in the Agreement, as amended by the _Supplementary
Agreement",

(iv)  From 1944 to 1953 the Commission consisted of four
Members each having a Deputy Member, and from
1953 to date, of five Members.

(v) The Cosmonwealth and Tasmanian Acts of 194k provide
that each Government shall contribute £1,500,000
for the purposes of the Commission, Thereafter,
the Commonwealth appropriated further sums for
the purposes of the Commission: in 1952,
£4,250,000 and in 1954 a further £2,102,600
which, with £1,147,400 appropriated by the
Supplementary Appropriation (Works and Services)
Act 1951-52 has made a total of £10,500,000
available for the purposes of the Commission,

(vi) The staff of the Commission are not subject to the
Public Service Act,

(vii) The Aluminium Production Trust Account was opened
in 194k, In 1952, the Australian Aluminium
Production Commission was required to open and
maintain a bank account with the Commonwealth
Bank of Australia or such other bank or banks as
the Treasurer approves (1952 Act, section 13),

(viii) Both the 194k Act and the 1952 Act provide that the
books and accounts of the Commission shall be
subject to inspection and audit by the Auditor-
General of the Commonwealth.

(ix) The 1952 Act also provides that the accounts of the
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Commission shall be kept in a form approved by
the Gommonwealth Treasurer (by section 14a).

(x) The Commission 15 to keéep the Minister continually
informed of its operations and to submit to him
an anmmal Peport by 30th September of each year,.

(x1) Yo single project (1944 Act) or contract (1952 Act)
for more than £50,000 is to be entered into with-
out the prior approval of the Commonwealth.
Minister,

(xii) The prior consent of the Commonwealth Government
is to be obtained in respect of matters affecting
defence,

(xiii) A sale or disposal of the undertaking of the
Commission shall not be effected without the
approval of the Commonwealth Parliament,

(xiv) The 1944 Act lays down that all meetings of the
Commission shall, so far as practicable, be held
in Tasmania (section 6); the 1952 Act amends
that provision and directs that the Commission
shall meet at such times and places as are
directed by the Chairmen, or Vice-Chairman with

the approval of two other Members.

(c) Membership end Meebings of'
. the Commission

25, The Commission was formally constituted on ist May,
1945, as follows :-

Member Deputy Menber
Gonmonwealth: ‘
Chairmen G, H, Watson, A,A. Topp, Director of
Engineer; | Bxplogives, Depart-

ment of Munitions,
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Member Deputy Member
Menber W.D, Scott G. PN, Watt, Assistant
Management Secretary, Oommon=-
Consultant, wealth Depariment of
the Treasury.
Taemania:
Vice-Chairman L.R, BenJamin, H,B. Bennett, formerly
General Director of Indus-
Superintend- trial Development,
ent, Austra- State of Tasmania,

lian Newsprint
Mills Lbd,

Member WoH, Williams E. Parkes, Secretary,
Premier's Department,
Tasmanis,
26, Mr, Watt resigned on 3lst October, 1946, and Mr, P,

W, Nette, Pirst Assistant Secretary, Commonwealth Department of
the Treasury, was appointed in his place, Mr. A.A., Topp died
on 29th May, 1952, and Mr, J.E,S. Stevens, Secretary, Department
of Supply, took his place in July, 1952, Mr, Nette retirned in
June, 1952, and Mr, D.J, Hibberd, First Assistant Secretary,
Commonwealth Depariment of the Treasury, became "an informal
Deputy Member" as from lst September, 1952, and a full Member as
from 17th April, 1953,

27, Mr, Parkes died on 2hth March, 1953, and was not
replaced,
28, On 17th April, 1953, the Commission was reconstitu-

ted in accordance with the 1952 Act®and ite Members were :-

Commonwealths Chairman N, X.8. Brodribb
Vice~Chairman L.R. Benjamin
Members D,d, Hibberd
M. A, Mawby
Tagmania: ’ Member H.B. Bennett
29, There has been no further change in the membership

of the Commission to the date of this Report.

% The anmual fees paid to the Menibers of the Commission are:
Chairman, £1,000; Vice~Chairman, £500: Members, £400 (be-
tween 1906 and 1947 the Chairman’ received £600;  Deputy
Members received £200), The fee of" the Treasury official
is credited annually to Consolidated Revenue Fund, In
addition, a daily travelling allowance, as approved by the
Minister, is paid ‘o Members attending meetings of the
Commission,
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30, Meetings of the Commission have been held as
follows :=
Sydney| Melbourne| Launceston{Bell Bay|Hobart|Total

To 30th June, :

w9L6°  (a) 2 3 - - 2 7
1946-L7 1 2 - - 1 L
i9L7-U48 2 - - - 1 3
191849 1 1 1 - 4 - 3
1949-50 X 5 2 - ()| -~ 8
1950~51 1 5 2 1 - 9
195152 2 & 1 - gcg - 9
1952-53 2 3 1 1 (el{ - 7
1952-53 (D) - 2 - 1 - 3
1953-54 - 10 - 3 - 13
6 Months to

31st Dec., |

954 - L - 3 .- 7
Total | 12 | m | 7 9 Ll 73

Eag The meetings of the old Commission,

b The meetings of the Commission, as reconstituted in
April, 1953,

(¢) During a meeting at Launceston, Bell Bay was in-

spected,

31, As can be seen from the above table, the ola
Commission met seven times at Launceston (on three occasions it
visited the Bell Bay works site) and twice at Bell Bay, The
Cormittee considers that it did not inspect regularly or with
sufficient frequency, the works site and progress made, But -
the Committee notes that personal visits were made from time to
time, chiefly by the Tasmanian representatives, and that
Ms, Watson commented :—
"eevs it can be truthfully stated that the
Commission met sufficiently often to keep Members fully
advised of developments, In later stages, when con-
struction work was progressing and orders for equipment
could be placed, an endeavour was made to hold meetings
at approximately monthly intervals, but this was often
difficult as all Members were not only part-time but
were also located in different States, and could not
always arrange to be free from their main activities".
32, The reconstituted Commission meets every four weeks,

one out of every threée meetings being held at Bell Bay.
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(4) The Relationship between the Minister
and the Commission

33, The Solicitor-General was asked to advise the
Committee on the responsibilities of the Minister in relation to
the Commission and the pertinent section of his written QOpinion
is as follows™® :-

"The relevant provisions of the Act are relatively
few and specific, But the mutual relations of the
Minister and the Commission cannot be ascertained from
the terms of the law alone. Resort must also be had to
the pattern or system of constitutional conventions,
understandings or practices within which the statutory
provisions are intended to operate. The constitutional
conventions in, this field, however, are by no means
clearly established, and leave room for much diversity
of opinion,

Though the 1952 Act greatly enlarged the represen-
tation of the Commonwealth on the Commission, and the
Commonwealth's financial stake in its operations, and

ave to the Treasurer the specific powers set out .,....
vide Report, paragraph 24), the legal powers and respon-
sibilities of the Minister for Supply have not been
gsubstantially changed since 194k,

~ These legal arrangements may be summed up as
follows :-

(1) the Commission is not an ordinary Department of
State, and the ordinary day~-to-~day administra~
tion of its business undertaking is vested in it,
though there are some few important business
steps which it may not take without the approval
either of the Minister or of the Treasurer;

(ii) on the other band, the Minister is entitled to
receive, from the Auditor-General and from the
Conmission itself, much information about the
affairs of the Commission, and (apart altogether
from the specific cases where the Commission
cannot act without his approval) the Commission
is subject generally to any directions he may
give on behalf of the Commonwealth. and the State;

(1i1) in addition, four out of the five members of the
Commission are appointed not as so many
individusls chosen to conduct a business enter-
prise but as "representatives of the Common-
wealth", and as such are undoubtedly subject to
instruction from the Minister on behalf of the
Government,

In the result, it is I think clear, if one looks
at the legal position alone, that the Minister is in a
position to make himself just as fully responsible for:

# Opinion of the Solicitor-General dated 30th November, 1954,
attached in Appendix No. L.
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the operation of the Commission, if he so wished, as he
is for the affairs of his Depar%ment. But the question
is whether, as so often in our constitutional system,
the Minister's legal powers are intended to be exercised
in full, or whether the Minister should in practice be
guided by speciaml conventions or understandings, and if
so what they are. In my opinion, constitutional
practice does not regquire the Minister to assume, and
would not justify him in assuming, the same degree of
detailed responsibility for the Commission as he does
and should for his Department, The sections and
clauses reserving specific matters for Ministerial
approval or direction seem to me radically inconsistent
with any assumption that detailed Ministerial control
will be the rule.

The Commission belongs, clearly enough, to the now
familiar category of the "public corporation", created
to conduct a business undertaking which none but Govern-
ments could establisgh, The participation in the scheme
of the State of Tasmania (more prominent under the 194l
Act than since the 1952 amendment) gives the Commission
a special character as a joint Commonwealth-and-State
enterprise, but does not in my opinion destroy the rele-
vance of the growing body of accepted principles which
may fairly be regarded as now applicable to public
corporations in general,

Bach statutory corporation must be considered in
relation to its own individual Act. Where the Act
expressly requires Ministerial approval, the Minister
must of course be responsible either for giving or with-
holding his approval to what the Commission proposes.

As to the role of the Minister in matters not expressly
reserved, however, differing views have been expressed
by writers of standard works on the subject. Neverthe-
less, I think constitutional practice may with fair
confidence be summed up in the following propositions :

(i) that the establishment by Parliament of a public
corporation rather than a Department of State as
the chosen instrument for the conduct of a
business undertaking implies an intention that
the corporation should enjoy a substantial
measure of freedom from political direction and
control;

(i1) that Ministeriel control over the public corpor-
ation should be restricted to matters of general
prolicy and principle, and should not extend to
the details of management;

(iii) +that in order to promote business efficiency and
flexibility it is necessary to accept some
derogation from the complete measure of Minister-
ial accountability to Parliament which is
insisted on, in the constitutional systems of
the British Commonwealth, in relation to the
Departments of State,¥®

# On these matters see Government and Parliament, op cit, B
pages 255-285, esp., 26L4~5, 282~3; The Public Corporation,
edited by W, Friedmann, S'i;evens,‘ 195L, pages 576-593;
State Socialism in Vietoria, by Sir Frederick Bggleston
P.S, King & Son, London, 1932, pages 41-56; Ministerial
Control and Parii‘amez;taz-y Respongibility of Nationalised
Industries, by Ernest Davies, M,P,, (1950) 21 Political
Quarterly, 150,
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3, The more important points that emerge from the
Poregoing Opinion of the Solicitor-General include :-
(1) Whether Ministerial control over a Statutory
Corporation should be in general terms,
(1i) Whether day-to-day management should be within
the Minister's direct control,
(1ii) Whether the specific reservation in the 1944 and
1952 Aluminium Industry Acts of some matters
for the decision of the Minlster or the
Treasurer could result in either intruding into
the details of management.
35.. Although the Minister 1s not concerned in the
normal course of events with the details of management, it is in
part hils duty to keep in touch with the running of the Corpor-
ation, and if he learns of actioﬁs or defaults that may affect
his accountability to the Parliament, he should then take what-
ever action seems appropriaté, and is within his powers,
36.. How far the Minister should develop informal
relationships. with the Conmission, or alternatively, should
remein aloof altogether, will depend upon circumstances, It is
conceivable that situations could arise in both cases that might
be er}nbarrassing to all concerned, These matters have not.
hitherto been considered in Australia, where practices are less
clearly defined than in England.
37, The Solicitor-General drew the attention of the
Committee to the following passage in 'Government and Parliament'
by the Rt, Hon., Herbert Morrison, M.P, ,’E which reviews English
methods and attitudes concerning Ministers and Boards :-—
"Clearly it is desirable that the Minister should
keep himsgelf familiar with the general work of the Board
or Boards with which he is concerned. It is wise for
him with his Parliamentary Secretary and principal
officers concerned from time to time to meet the Chairman

and, indeed, the members of the Board, to discuss matiers
of mutual interest either formally or informally. On

® Op cit,, pages 264-65,
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such occasions both the Board and the Minister will be
conscious of their legal rights: the legal right of the
Minister to give general directions or to withhold
approvals, and the legal righte of the Board within the
fileld of deay-to-day management; but it is also desir-
able that such discussion should be free, frank, forth-
coming and co-operative, It is well that the Minisber
should have a sympathetic understanding of the diffi-
culties and problems of the Board and should not wish
needlessly to harass or humiliate them, otherwise he
might unduly damage the Board's sense of respohgibility
to the nation which is an obligation upon them and a
public asset, 8imilarly, the Board has to understand
that the Minister may have to answer criticisms in
Parliament and that he is not bound to defend the Board
unless he understands its position and thinks that it

is right, Therefore, these informal discussions between
the Minister and the Chairman frequently take place and
in themselves are good, It is very necessary, however,
that the Minister should not be drawn into acquiescence
in policies which he would find difficult to defend in
public and that a Board should not take a course which
it believes to be wrong and against the interests of

the undertaking or the public merely because the Minister
agks it to oblige him, The Board has a perfect right
to say to the Minister, 'Give us a general direction in
writing which will be published and we will obey, but
otherwise we are sorry that we camnnot act as you would
wish', What is wanted is friendly co-operation without
prejudice to the rights and responsibilities of either
the Minister or the Board,

It may be that in the opinion of the Board the
Government is restricting them unduly on matters of
development and capital expenditure, or that controlled
materials of some sort are not being made available to
them by the Government, The Minister should never
resent them putting their case to him with frankness and
vigour, and if he is convinced they are right he should
urge their case to the appropriate authorities, If the
public corporation is being criticized because it cannot.
do things, and Government policy is the cause, it might
even be right for it to give a frank explanation to the
public without becoming involved in vicious controversy
with the Government of the day. On the other hand, the
Minister, who has to answer for the general work of the
Boards in Parliament, must (without taking over the
essential duties of management) have the right to
question Boards on aspects of policy or management about
which he is apprehensive and to urge appropriate action.
These matters involve subtle relationships, for whilst
the rights and responsibilities of the Boards have to be
respected, their Chairmen must not become arbitrary
Emperors of Industry, These vast public undertakings
must not become economic empires resenting ministerial
criticism or inspiration any more than the Minister
should take a line that the Boards have no right to
question such aspescts of Government policy as affect
them, or publicly to explain that some of their dAiffi-
culties are the consequence of Government restrictions,
After all, these are rights which should and do exist
in the private sector of industry™,
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(e) The Responsibilities of the Commission
and -its Members to the Minister

38, In the Opinion referred to in the previous section,
the Solicitor-General dealt with the responsibility of Mewbers
6f the Australian Aluminium Production Commission to the
Minister as follows :—

"In pelation to the position of members (past and
present) of the Conmission, I am not altogether confi-
dent of having directed my mind to the points contempla-
ted by the Committee, The Aluminium Industry Act does
not deal specifically with this matter, but by inference
some hints may perhaps be gathered. The Committee will
be eble to elucidate by oral questions any further points
on which advice is desired,

The Act and the Agreement, as stated (vide Report,
paragraph 2), designate the members of the Commission
as "representatives” of the Commonwealth or the State,
as the case may be, The choice of this word is I think
significant, A representative, in ordinary usage, is
gomething more than & mere servant or agent, The
Agreement does indeed expressly contemplate that the
views of the Commonwealth will be made known to the
Commission, on certain major voints such as matters
affecting defence and external affairs, through its
"representatives®, But the specific mention of this
matter seems to me to suggest that in ordinary day to day
administration the members of the Commission will not be
subjected to Government control, The relation to the
Minister, therefore, of the individual members of the
Commission seems to me to be affected by very much the
same constitutional understandings as apply to the
Commission itself,

If a member of the Commisgion were to disregard
the views or instructions of the Government which he
represents, his appointment would no doubt be terminated.
The terms and conditions of appointment are fixed by the
Governor~General, I understand that members are not in
practice appointed for specified periods, They must
therefore, I think, be regarded as holding office during
the Governor-General's pleasure,

So far as concerns the accountability in the
ordinary Courts of menbers of a public corporation such
es the Conmission, the established rules are that -

(a) a member of the Commission is not personally
liable for any act of the Commission or for
any act done by him as a member of the
Commission;

() a member who actively participates in an act
which is beyond the powers of the Commission
to perform is, to the extent of his partici-
pation, liable personally for the conseguences,

The question might arise whether the Commonwealth
has any administrative remedies against individual
menbers of the Commission, But advice on such a matter
geems. gcarcely required for present purposes",
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39 The Committee draws attention to the Solicitor-
General's. view that & Member of the Commission, as such, is
not liable personally in the ordinary Courts of law for any »
act of the Commission and that, in day to day affairs of the
Cormission, he will not be subjected to Government control.
ho. So far as the Commonwealth Menbers are concerned,
the Solicitor~General regarded them as representatives of the

Commonwealth appointed by the Governor-General, and not as

_representatives of the Minister, Nevertheless, the Minister

will normally be the channel through which Commonweslth policy
will be conveyed to the Commission and through which decisions
by the Commorwealth Government will be sought,

L1, The Committee notes that the Aluminium Industry
Acts impose upon the Commission as a whole a clear duty to
report to the Minister, Section 1LC of the Aluminium Industry
Act reads in part: "The Commission shall keep the Minister
continually informed of its operations”; in addition to that,
it is to submit to him each year an Annual Report,

L2, The Committee inguired from the present Chairman
of' the Commission whether "the records show how frequently the
Minister was informed of the operéti‘ons of the Commission in
the years 1950, 1951, and 1952Y, It has received from him a

statement the particulars of which are, he says, "derived from

" the Commission's records, and information supplied by the

Minister",

L3, The present Minister for Supply took office in
March, 1950, and shortly after his appointment the then Chair-
man and Secretary of the Commission called upon him and gave
him a progress report on the activities of the Commission,
Apart from Annual Reports, which the Minister must present to
the Parlisment, and two progress reports written on 25th May
and 4th July, 1950, no written reports were sent to the
Minister, From time to time, however, the Chairman called to

report on or discuss matters with the Minister,
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Ly, Other comntacts with the Minister arose from the
operation of section 4 of the Aluminium Industry Act, which
prevents the Commission from proceeding with any single project
(194l Act) or contract (1952 Act) without the prior approval
of the Minister, During 1950, eleven contracts or projects,
involving a cost of more then £50,000, were submitted to the
Minister and approved: in 1951 there were three, and in 1952

a further three such projects or contracts, Many of these
proposals required consultation and additional explsnation as
a condition of approval,

45, The Minister was also kept informed of the
activities of the Commission when, to advance the interests of
the Commission, he intervened with other Govermments or with
Government Departments, Amongst such interventions were
efforts to obtain sterling or dollar import licenses for
materials required by the Commission or the Tasmanian Govern-
ment, support at the Loan Council of applications by Tasmanian
Statutory Corporations to borrow additional sums for such pro-
Jects as the establishment of a hydro-electricity station at
Trevallyn, housing for George Town and water supply for Bell
Bay,

L6, At no time during 1950 or 1951 was any repori made
to the Minister suggesting that the Commission's accounts were
unsatisfactory, The Auditor~General wrote a letter to the
Secretary of the Commission on 27th July, 1951, advising him of
weaknesses in the sccounting arrangements and practices at Bell
Bay that had been revesled during the visit of the Chief Auditor
for Tasmania in June, 1951, Neither the Commission nor the
Auditor-General brought the matters raised to the notice of the
Minister, The Minister received no communication from the
Audif.or-(}eneral regarding the accounting or other aspects of
the Commission until hs received the letter of 3rd December,
1954, quoted below in paragraph 78,

L7, Towards the end of September, 1951, the Commission
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approached the Minister for additional funds, and tl}is was the
occaslon for many conferences before the amount of &l,250,000
wes approved, Cabinet approval to the application was given
on 15th January, 1952 (see paragraphs 231-233), At these

) conferences, the Minister learned of the shortage in accounting
staff, and was told by the Secretary that there were accounting
delays which were now being overcome,
48, During late 1951 and early 1952 the Minister also
learned of the proposal to undertake the Wessel Islands survey,
but as it was understood that the cost would be less than
£50,000, no approval by the Minister was needed (see paragraph
169).  While the Minister knew in general terms of the pro-
posal to purchase a vessel, at the time of the contract with
Augtralasien Civil Engineering Pty. Ltd. he did not know of the
connection of Mr, Watson with Australasian Civil Engineering
Pty., Ltd. (see paragraphs 190-191).
L9, When. the Auditor-General's Report for 1950-51 was
tabled on 2lst May, 1952 (quoted in paragraph 77 below), the
Minister inquired from the Secretary, and was again advised of
the arrears of work and shortage of staff and was again assured
that work on the preparation of the Balance~sheet was proceed-
ing, and that there would be no difficulty in obtaining the
Auditor-General's certificate.
50, Whén Mr, Topp died on 29th May, 1952, the Minister
decided to appoint Mr., J,E.S. Stevens, Seeretary. of the Depart-
ment of Supply, as Deputy Member with instructions to go into
the accounting affairs of the Commission and to report back to
him as soon as possible.
51, , The Supplementary Report of the Auditor-General
for 1951-52 was tabled on Lth November, 1952, and in it the
Auditor-General indicated that he had refused his certificate
to the Balance~sheet of the Commission for the year 1950-51,
At about the same time the Minister obtained a report from
Mr, Stevens which stated that the accounting, costing, and

stores controls were in great confusion,
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52. In November, 1952, the Minister saw Mr, Waison,
the then Chairman, who admitted the weaknesses in the account~
ing system, refused to accept responsibility for all accounting
details, urged that he was entitled to rely upon the presence
on the Commission of a cost accountant and an experienced
Treasury official, and finally pleaded illness in hespital for
some time, The Minister told the Chairman that he intended to
reconstitute the Commission and Mr. Watson expressed a willing-
ness to retire, bub agreed to stay on until the reconstitution
was effected, The Commission was reconstituted in April, 1953,
53 The records show that from the end of 1952 the
Commission has been in constant contact with the Minister, He
was kept in close touch with the affairs of the Commission and
on many occasions issued directives regarding them,

54, The Committee concludes that up to the time when
the Commission was reconstituted in April, 1953, the Minister
was not always kept "continually informed" of the affairs of
the Commission, particularly on some matters of high importance,
While the omission to keep him fully informed about a matter
such as the Wessel Islands Survey can be understood, the
failure to inform him of the gravity of the position which led
to the deteriorating condition of the Commission's accounting
arrangements during 1951 and most of 1952 can be neither under-
stood nor condoned. The Committee considers that a breach of
the constitutional conventions was certainly committed in a
nunber of cases, and that in regard to the accounts, the
failure to report was probably alsc a violation of the
statutory duty on the Commission to keep the Minister contin-
ually informed, On the other hand, the Minister showed a
greater understanding of the seriousness of the action of the
Auvditor-General in withholding his certificate than did the
Commission itself: witness his appointment of Mr, J.E.S.
Stevens to wateh the accounting affairs of the Commission on

his behalf and to report direc'h to him,
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(£) The Position of a Tyeasury Official
as a Member of the Commission

554 A Treasury official was a Deputy Menmber, and from
17th 4pril, 1953, the date when the Canmission was reconstituted,
a Member of the Commission, and this factor gave riss to
questions whether or not he would have any special responsibilit-
i{es for the financlal and accounting arrangements of the Comm-
isslon, The Committee noted that other Members of the Commission
had special gqualifications in respect of finance and accountings
for example a management consultant. At the inaugural meeting
of ‘the Commigsion in Hobart in mid~-1945, the Minister for
Munitions stated for the guidance of the Commission that &~

"The selection of membership has been influenoed
largely by a care that each member shall possess
qualifications and resources which can be employed in
achieving the purposes of the Commission',

He expressed the wish that 3=—

"The members no doubt will agree among themselves
a8 to how qualifications and resources will be best
employed't,.

56 His comments applied with equal force to Deputy
Members and to Menmbers,

57e Mr. Watson stated that when questions of finance
arose most of the Commission looked towards the "Treasury
representatives? for assistance and -

"I think it appropriate to point out that in view
of the Minister's emphasis on the specilal qualifications
of Menbers and Deputy Menmbers, accounting problems were
more the function of those Commissioners at that time
appointed for their expert knowledge and experience in
commercial and Treasury accounting, rather than my own's

Other representatives on the Commission shared his view,

584 Their visw was contested by both Mpr. Nette and the
Treasury, who pointed out that because of the position of a.
Treasury offlcial, he would have a knowledge of Commonwealth
financial policy and. of finame, Yet his status, functions
and responsibilities were no different from those of othér‘

Deputy Members and Members, The Solicitor-General supported
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these viewss In his Opinion, it would not be correct to say
that an individual Member of a Statutory Gorporati(.)n is in
any sense, legally or constitutionally, accountable to an
outslide body. He is a representative of the Commonwealth.
He went on to say :-

Y.see IFf difficulty avises in the operations of a
Gommission because the Commission's instructions or
directions from the Minister administering the Act are
embarrassing or unacceptable from the Treasury's point
of view, the only way of resolving that difficulty, it
seems to me, is the canstitutional way of raising it
through the Treastrer to Cabinet level or Cabinet
Committee level as the case may be, in which case 'the
“instructions of the Minister will be either confirmed
as instructions from the Commonwsalth or modified, if
I may say so respectfully, I do not think that there is
warrant for regarding any member of the Commission as a
representative of a Department or of anybody but the
Commonwealth, This, too, it seems to me, is a sphere
of convention rather than law", .

59. A further discussion brought this answer from the
present Treasury official on the Commission :-
"COMMITTEE MEMBER : What would the Treasury
Member of the Commission Ao if there was a conflict of
interest between those of the Treasury and those of the
Commission?
¥R. HIBBERD : Well, the responsibility of' the
Treasury officer would prevail, It would be my
responsibility, if I thought that there was a conflict,
to advise my permanent head or the Minister that this
conflict existed, i Professor Bailey indicated on
Tuesday, if there was then a disagreement between the
Treasurer and the Minister, it would be a matter for
determination by the Cabinet".
60, It is obvious that a Treasury official who is o
Menber of a Statutory Corporation, and who oversees its finances
as part of his duties as a Treasury officiel, faces that most
difficult of all problems, a conflict of layalties,
61 There will always be a tendency on the part of the
Members of & corporation who are not as skilled in finance as he
could be expected to be, to rely on the Treasury official, just
ag they wculd rely, in his particular field, on any other Member
with special experience, The Committee is sympathetic with
this inclination and quotes the following views of the United

Kingdom Public siccounts Committee®, These views were expressed

# Fourth Report, Session 1920~51, page x1ixX.
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about the most direct type of Treasury representation on a
Government corporation, where the Treasury Representative is in
fact a nomineecs This is what the Committee said &bout
Treasury nominees t-

“"In recent years an incredsing volume of
governmental activity has been entrusted, not to
Government Departments with their own dccounting
Officers, answerable directly to the Committee of Public
Accounts, but to independent or semi-independent bodies,
generally appointed by Ministers and financed from
public moneys but not directly responsible to Parliament.
Your Committee have therefore looked into the guestion
of Treasury control over the expenditure of such bodies,
and in particular have enquired whether the Treasury
normally appoint a nominee on the governing body of the
organisation, as they formerly did on the Boards of
Special Arsa Tpading Egtates Companies, The Treasury
sald that in their experience such appointments were of
doubtful values; bankers did not put a bank director on
the Board of every campany to which Shey lent money,
and the Treasury would regret any general rule that they
themselves should 4o s0,

It has unfortunately been the experience of your
Committee that there has been some laxity of control of
public expenditure in a number of bodies of this type
and, while they appreciate thc reasons which make the
normal departmental system of control inappropriate,
they think that some tighter degree of control is called
for over the financial transactions of sane of these
bodies, particularly where the whole of their income is
derived from the Excheaquer. They suggest therefore
that, with this end in view, Treasury nominees should be
appointed to same of these bodies, either as full menbers
or as assessors -~ not with any power of veto over
expenditure but with the duty of advising their
colleagues in financial matters and of wreporting from
time to time to the Treasury on the {inancial policy and
prospects of the body, It seems to be a rsasonable

assumption that, if there had been Treasury representatives

on the Boards of Festival Gardens Limited and the
Medical Research Council, the Treasury wculd at least
have had advance warning of the circumstances to which
reference is made in paragraphs 18 to 26 of Your
Committee's Third Report and in paragraphs 38 to 48 of
:his Eeport,, and some preventive action might have been
aken'ts

62, The United Kingé.om Treasury in iis Winute in Reply
to the Report of the Public Agcounts Commitiee, made the point.
that in meny cases it was inappropriate for the Treasury to
provide nominees with direct and independent responsibility
10 the Treasury and that the proper sanction was to ensure
capable and gfficient management, Their Lordships sald t—~
"My Lords take note of the Committee's suggestion
that, in order to improve conbtrol over the financial

transactions of organisations largely or entirely
supported out of public funds, Treasury nominees should
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be appointed either as full members or as8e850rS. My
Lords desire to emphasize, in the first place, thet,

with the large majority of independent organisations
which are financed out of public funds, it it not the
Treasury but sane other Department which has the
immediate rvesponsibility for controlling the finances

of the body, It is only within the class of
organisation where the Treasury itself is accountable

for the grant that My Lords would regard it as appropriate
to consider the appointment of a specirically Treasury
representative, Where the primary responsibility lies
with another Department, My Lords would consider it wrong
in principle, and likely to lead to confusion in practice,
to instal Treasury nominees with direct and independert
responsibility to the Treasury rather than to the parent
Departmente My Lords consider, however, that the
substance of what the Committee have in mind would be
secured by the appointment in appropriate cases of
representatives of the Department concerned,

The basic safeguard against the waste of public
funds, in the hands of grant-aided bodies 1lies, in Their
Tordships' view, in the character and capacity of the
management (including the permanent officials of the
organisation, in addition to the members of the governing
Boaxrd or Council) and in close aml intelligent co-operation
with the parent Department; and my Lords would be
opposed, in principle, to any step which tended to weaken
‘the sense of financial respongibility of the body
concerneds They recognise, however, that, in cerfain
circumstances, the appointment of Departmental represent-
atives can provide an imporbtant safeguard on the
expenditure of public funds, and They assure the Committee
that They will conaider the appointment of Treasury or
Deparimental nominces, as occasion arises, either when
new bodies deriving substantial support from public funds
are being contemplated, or when circumstances arise in
the case of existing bodies which might make such & course
desirable',

(Comitteets italics)
634 Canadian experience seems to have 1e;1 to the same
broad general conclusions and the following extract is taken
from the speech made on 27th April, 1936, by the Hon. C.D. Howe,
then Minister of Railways and Canals (Canada), on an amendment
of the Canadian National - Canasdian Pacific asct 1933% :—

"It is not the intention to reappoint the deputy
minister of railways to the board of directors, If it
were consldered desirable to do so, the present deputy
minister of rallways has very excellent qualifications for
the post, by training end experience not only with the
Canadian National,.but with other railways, and as a
professor of transportation at MeGill for some years. The
decision of the government, therefore, involves no reflect-
ion upon the present deputy minister of railways, but
merely indicates that the govermment intends to appoint a
board of directors and then permit it to function without
necessity to have regard to the presence at the directors'
table of one who may be assumed to represent the view of
the govermment upon such matters as may be under discussion,

# Debates Session 1936, Vol, 111, page 2183,
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as to which the government is properly concerned with
policy only. The government intends to see to it that
the directors are in a position to discuss freely and
among themselves any and all matters coming before them".
6L, The Committee believes it to be inevitable that in
certain fields, great weight 7111l be placed by the oth:r Members
of the Commission upon the views and judgment of the Treasury
official, and that he will in consequence tend to see his
general duty as a Member of the Commission in the light of his
position as a Treasury officials While he is a Member of the
Cammission and thereby directly represents the Government on
the Commission, it is not possible for him to dissociate from
his duties as Commissioner- his other duties as an officer
of the Treasury and in that capacity he may, as Mrs Hibberd
stated in the portion of his evidence quoted above, feel
called upon to advise his Permanent Head, or the Treasurer,
of the situation that is causing him concern.
65, The Committee feels constrained to pursue this
.decision about relationships and possible conflicts of loyalties,
for it is obvious that both the ordinary Members and Mr, Nette,
the Typeasury official who was a Deputy Member of the Commission
from late in 1946 to June, 1952, did not believe that he had
any special obligations as a Treasury officials
66, It seems to the Committee that, if the view be
accepted that the status, functions and responsibilities of a
Tpeasury official are no different from those of any other
Member of the Commi‘ssion, there is little purpose in such an
appointment, Indeed, as it is inevitable that in certain
fields great weight will be placed by other Members of the
Gommission. upon the views and judgment of the Treasury official,
some confusion may, and in this case probably did, results
67 The view of the Commission as then constituted is
jllustrated by the appointment in July, 1951 of a Committee
to revise the report to the Mihister concerning the increase to

£7,250,000 of the estimate of the total cost of establishing the



- 29 =

workse The Treasury official, who was then a Deputy Member
of the Commission, was not included on the sub-Committee,
although the then Chairman stated that when que stions of
finance arose, most of the Commission "“looked towarda the
Treasury representative for assistance",

684 The. Committee discusses later, in paragraphs 238
and 245, the decision of the Commission in December, 1952,
when the estimate of £10,500,000 was being prepared, that its
discussion should be kept confidential to the Commission until
a firm estimate was available for presentation to the Minisiter.
It questions whether, had there been a Treasury official on
the Commission at that stage, he would have been under any
obligation to make a report direct to the Treasurer upon the
matter, If he had no such obligation - and it is a matter

of judgment whether he had one - it gives the Committee
further cause to doubt whether any useful purpose is serwed in
appointing a Treasury official to such bodies.

69a The refusal of the Auditor-General to certify to
the correctness of the accounts for the years 1950-51, 1951~52
and 1952-53 is referred to elsewhere in this Report. The
Committee appreciates that efforts have been made and vigorous
action is now being taken to meet the requirements of the
huditor-General, but considers it impossible that the
unsatisfactory condition to which the Auditor-General drew
attention would have been allowed to continue if it had been
regarded as coming within the special province of the Treasury
official who was then a Dgputy Member®,

70« If it be considered that a Treagsury offiociel should
be a Member of the Commission, the Committee notes that although

5 PR

# For an interesting discussion of the legal position
concerning the responsibility of the Treasurer and. the
Avditor~General in regard to the obligation upon the
Commission under the 1952 Act to keep its accounts in a
form approved by the Treasurer, See Appendix No, 53 see
also Conclusion No. 16 at the end of the Report.
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Mp, Nette's last attendance at a meeting of the Gommission was
in June, 1952, I\@r. Hibberd did not attend a meeting until
Septenber, 1952, and wes not officlally made a Member of the
Commission until its reconstitution in April, 1953,

-(g) The Auditor- neral and the

Commissgion

1. The Aluminium Industry Acts of 1944 and 1952

empower the Auditor-General to inspect and audit the accounts

of the Australian Aluminium Production Commiss‘ lon. In

addition, the Auditor-General is under an obligation :=

(1) Under the 194h Act, to supply the Premier of
Tagmania with such information in his possession
as a result of his inspection and audit as the
Premier requires; and
(2) Under the 1952 Act, to report to the Minister as

well as to inform the Premier, No time limit
is fixed within which the Auditor-General must
report to the Minister, although section 14C in
fact requires him to report on the accounts to
the Commission within 3 months of the end of
the financial year: his report has to be
submitted to the Minister, with the Commission's
statement of accounts, not later than 30th
Seg‘bem‘ber Pollowing the financial year in
question,

72, . Under the 1944 Act, no duty was imposed upon. the

Auditor~General to report to tl}e Minister, and he therefore

reported to the Parliament under the provisions of' the Audit

Act, for the financial years up to 30th June, 1953,

73 The first problem that confronted the Committee in

connection with the audit of the accounts of the Australian
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Aluminium Production Commission was whether or not they were
subject to the provisions of the Auwdit Act. The Auditor-
General pointed out that the 194Y} Act established the Aluminium
Production Trus;b Account and that this account was a Trust
Account for the purposes of section 624 of the Audit Act,
Seotion 62(2) of the Audit Act provides that all the provisions
of that Act relating to the péwers and duties of the Auditor-
General apply to money collected, received or expended for the
Trust Accounts, In his view, so long as the Trust Account was
in existence - and the Account was not closed until 30th June,
1953 = the accounts of the Commission were subject to the
provisions of the Audit Act,

Th. The Treasury suggested that in determining the
application of the Addit Act, attention should be paid to the
inclusion in the Aluminium Industry Act 1952 of a new obliga-
tion, making it necessary for the Commission to open its own
bank account, This Act was proclaimed in October, 1952 and,
although the Trust Account continued to operate until 30th
June, 1953, it was suggested that it would be proper to regard
the Audit Act as applying only to October, 1952,

75. The Opinion of the Solieitor-General has been
sought on the question of the strict application of the Audit
Act and Treasury Regulations to the accounts of the Commission,
both for the perigd up to October, 1952 and for the period
between October, 1952 and Jume, 1953, when the Trust Account
was closed, Of course, if the Audit Act and Treasury Regula-
tions did not apply in the strict sense to the accounts of the
Commission during the period up to October, 1952, many of the
eriticisms that are based on breaches of their provisions would
not be valid on that basis.

76. The second problem confronting the Committee was
that no Balance-sheet of the Commission has been certified by
i;he Auditor-~General since 1951.. In November, 1952, the
Auditor-General reported his refussl to certify the Balance~



- 32 -

sheet of the Commission for 1950-51 and as a consequence the
Commission has been unable since then to prepare a financilal
statement guitable for his certificate,

T7. The conments made by the Auditor-General in his
Annual Reports to the Parliament on the accounts of the
Commisgion for the years 1350-51 to 1953~54 have been as

Pollows :~

Commission's Accounts for 1950-51: (Paragraph 121 of
the Auditor-General’'s Report, presented to the
Parliament on 2ist May, 15525:

"Audit examination of expenditure to 30th June,
1951 has been continuous, but has not been completed as
the accounts and Balance-sheet were not finalised at the
time of compilation of this Repovt.

An examination of the accounts, etc,, at the site
in Tasmania was carried out during the period by my
officers, Comments on ‘the position disclosed were for-
warded to the Commission and action has been taken to
improve matters where necessary'.

Commission's Accounts for 1950-?1 and 1951-52: (Para-
aph 23 of the Auditor-Genepral’'s Supplementary Revort,
regented to_the Pariiament on Lth November, 1952).

'The Balance~sheet at 30th June, 1951 which was
not available at the time of compilation of the previous
Report, was presented for my certificate in July, 1952,
In my opinion the figures in the Balance-~sheet for stock
on hand did not present a true and fair view and the
certificate was withheld,

At the time of compiling this Report the
Commission had not finalised the preparation of the
financial statement for the year ended 30th June, 1952V,

Commission's Accounte for 1251—?2 and 1952-53: (Para-
graph LO of the Auditor-General's Sup}glementa% Refort,

presented to the Parliament on 11%h November, 1

"The Balance-gheet at 30th June, 1952, which was
not. available at the time of compilation of the Supple-
mentary Annual Report for 1951-52, has not yet been
submitted for my certificate, Preparation of the annual
firancial statement for the year ended 30th June, 1953,
had not been completed by the Commission at the time of’
compiling this Report. Section 140 of the Aluminium
Industry Act 1944-1952 requires that the Commission
furnish to the Minister the statements of accounts for
the year ended 30th June with the relevant report of the
Avditor-General not later than 30th September,

Adequate controls and accounts in relation to the
financial transactions of the Commission have not been
consistently maintained and in consequence my officers
have been unable to complete a satisfactory audit of the
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accounts up to November, 1952, Subsequent to this date
accounting has improved, but the unreliable records of
previous transactions hinder the preparation of accurate
financial statements",

Commission's Accounts for 1950~51 to 1953-5L; (Para=-
graph 13 of the Auditor-General's Supplementary Report,
presented_to _the Parliament on 2nd November, 12515:

“The defects in the Commission's accounts up to
November, 1952 and reported in previous years, have not
yet been remedied, In consequence the Commission has
‘been unable to prepare annual financial statements suit~
able for my certificate in respect of the years 1950-51,
1951-52, 1952-53 and 1953-54,

In my view the previous unsatisfactory accounting
records will not permit reliable asset values to be
ascertained for Balance~sheet purposes and it is quite
possible that the Commission will have to obtain an
independent valuation of its assets by technical and
costing experts,

The Audit review has disclosed wasteful expendi-
ture, the general trend of which may be exempliried by
transactions involving the purchase of two barges and two
small ships by the Commission.

One 52-foot trawler purchased for £6,250 cost the
Commission approximately £40,000 until sold for £l4,600,
Very little effective service was obtained from this
vessel, There is no indication of reference prior to
purchase to any Commonwealth or other technical authority
regarding the condition or suitability of the vessel and
certain features relative to purchase and recondition
are unsatisfactory,

The other vessels were purchased for the convey-
ance of limestone which has not commenced, One barge
was s0ld recently at a loss of more than £7,000 and the
other ship on which considerable costs were incurred on
refitting is stated to be unsuitable for towing the
remaining barge and is to be sold,

The Commission recently instituted a special
investigation of certain features regarding past trans-
actions and the resultant reports are now receiving
consideration®,

On 3rd December, 1954, the Auditor-General, in

accordance with the procedure laid down by the 1952 Act,

reported direct to the Minister on the accounts of the

Cormission for the year 1953-54 :-

MAudit of the accounts of the Commission in
accordance with section 14A(2) of the Aluminium Industry
Act 1944~1954 has been completed to 30th June, 195l.

Prior to 30th June, 1953, the Commission's
finances were controlled through the Aluminium Production
Trust Account, and were reported upon each year in my
Report to the Parliasment prepared under section 51 of the
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Audit Act, The Trust Account was closed at 30th Juns,
1953: as a consequence it became necessary under
section 14A(3) of the Aluminium Industry Act 194L-195L
to submit this Report to you.

Difficulties.with its accounting in the past have
resulted in the Commission being unable to prepare
annual financial statements suitable for my certificution
since those of 19L9-50, Thig has been reported by me
to the Parlisment in successive annual Supplementary
Reports for the years 1951~52, 1952-53 and 1953~54,

In November, 1952, following upon certain starf
changes within the Commission, the accounting was placed
on & more satisfactory basis, It is apparent, however,
that reliasble asset values suitable for Balance-sheet
purposes cannot readily be ascertained from past
accounting records, To overcome this difficulty it is
possible that an independent valuation of assets by
technical and costing experts may be necessary,

The Commission is now considering reports it has
received following a recent special investigation of
certain past transactions'.

79. The accounting years to which the Committee has
given particular atiention are 1950-51, 1951-52 and 1.952-53,
80, Up to May/June, 1952, audit of the Commission's
accounts was undertaken by the Chief Auditor, Sydney, and the
Tasmanian Branch of the Audit Office assisted by aunditing in
Tasmania the local transactions,  Since May/Tune, 1952, the
Chief Avditor, Tasmania, has conducted the audit of the
Commission’s accounts,

81, The Auditor-General explained to the Committee
that, under present-day conditions, it is rarely possible for
his gtaff to audit every transaction, Responsibility for the
accuracy of accounts and the proper control of the funds rests
on the Department or Authority concerned, which should, if
necessary, appoint an internal sudit staff, It is the
practice of the Audlt Office, and necessarily so, %o consider
the strength of the internal audit system and, if it is sabie-
factory, to place a good deal of reliance upon it,  The Audit
Office then makes test checks to satisfy itself that the
various systems and controls are operating satisfactorily.

82, In the case of the Commission, the trensactions at
Bell Bay were small until 2950 and although no internsl audit

system had been established, the position was, in the Auditor-



- 35 =

General's view, satisfactory, 4t the beginning of 1951,
construction was commencing in esrnest and the rate of
expenditure was rising steadily: it was five times greater

in 1951~52 than in 1950-51 (see paragraph 256) In February,
1951, an Audit Inspector fram the Sydney Audit Office discussed
with Mr, Dodd, the Seeretary of the Commission, the introduction
of more effective accounting sefeguards, Mr. Dodd stated
that he wished to posipone the expense of internal checks over
‘the accounts until the establishment periocd was completed.

Phe Audit Office again raised the question with Mr, Dodd, in a
letter dated 27th July, 1951, and quoted a report from the
Chief Auditor, Tasmania :-

"Phe Accountant considered that the time had nob
arrived for the appointment of an internal auditor, but,
in my opinion, such an officer should be appointed as
early as possible",

83 In his reply, which was not written until 1lhth
May, 1952, Mre, Dodd stated :-

"The re-~organised accounting organisation at Bell
Bay has not yet settled into stride, and although more
adequate Internal checking provisions have been made no
separate internal audit section has yet been created.
This however is only a matter of time, and it is hoped
that within the next few months, when arrears of
accounting work have been overtaken, an internal auditor
will be appointedv,

In his statement to the Committee, he reiterated that it had
always been hisg intention to organise an internal audit system
when suitable staff could be obtained. The appointment of an
internal auditor was made in October, 1952,

8l The 4udit Office had therefore nv :riernal checking
system of any kind upon which to rely until Octdber, 1952.

Once the accounts and stores records of the Commission became
suspect, +the Audit Office was not in a position to vouch for
their accuracy, nor was it able to satisfy itself by its
inspections of the facts to a degree sufficient to justify the
Auditor~General's certificate to the accounts and Balance-sheet,
85, Furthermore, the Sentor Finance Inspector, Mrs

Viret, who was appointed internal auditor in October, 1952,
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said that since that time he had had little opportunity to
carry out his proper duties as an auditor because he had been
requested to undertake a mumber of mejor investigations, such
ag an exemination of the Wessel Islands surveys Indeed, he
agreed that his occupancy of the office of internal auditor had
been only “"nominal" because of the other activities he had
imder‘bakep in order to assist in bringing the Commission's
accounts up to date and into working order. Alth;::ugh the
Camission has recently been concentrating all its avalilable
resources upon catching up with the arrears and setting errors
right, the Commititee considers 1t unsatisfactory in the extreme
that the internal auditor appointed by the Commission in 1952
was for so long & period engaged on other dutles.

86, The Carmittee asked the Audit Office to report its
experience with other Statutory Corporations during their
establishment period, in respect of their accounts and stores
control and costing. The Committee also asked the bAuditb
Office 'bo. describe the measures adopted by those corporations
to correct any faultss

87a The Audit Office submitted a statement comcerning
the Australian Whaling Commission, the Australian Natlonal
Airlines Commission and the Snowy Mountains Hydro-Electric
Authority and it is set out in full in Appendix No, 6.

88.. The Auditor-General also commented on thess bodies
in the course of his Annual Reports to the Pa;'liamant. His
caments relating to them contain more detailed information
about wealmesses than did his reports on the Australian
Aluminium Production Canmission, but all are phrased in general
termse None is specific as to exact details of the V
unsatisfactory features noted, and no examples are given,

89 The Comittee was told by the Tasmgnian Audit Office
that. it was not fully aware of themBtual condition of the
accounts at Bell Bay until 195'3,‘ aithough there was a growing
avareness by the Avdit Office of the gravity of the position.
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In extenuation, it may be suggested that if the Audit Office
had not fully appreciated the significance of the state of the
accounts of the Commission before 1951, it would not suddenly
become very suspicious of serious shortcomings merely because
the stores records for the year showed deficiencies. This
might also explain the terse comment in the Auditor-General's
earlier Report, and the different tenor of the comment in his
1953~5) Report, when he had become aware that the matbers to
which he had drawn attention were not being rectified as they
ought to have bsen. .
90. In June, 1951, an audit inspection of the Bell Bay
organisation was mede by an officer of the Tasmanian Bpanch

of the Audit Office and a report drawing attention to the
weaknesses was sent to the Secretary of the Commission on 27th
July, 1951 by the Chief Auditor, Sydney. A copy of this
report was sent direct to the Accountant at Bell Bay, but no
reply was received by the fudit O0ffice until May, 1952.
Further inspections were made in June and November, 1952,
during which perioé. there was a steady deterioration in the
accounting and stores positions

9l. The Committee discussed at length with the Auditor-
general the course of action that might have been taken
(especially in the light of later revelations) and in particular
whether the audit Office could or should be put in a position
to take effective action to prevezi‘b or remedy the weaknesses
t0 which its‘ inspections and reports have drawn attention,

The Auditor~General emphasised his view that the responsibility
for its own affairs rested with the Australian Aluminium
Production Commissiont his responsibility, he said, lay in
the audit of the statements, and the submission of his

report to the Parliament (and after the 1952 Act, to the
Minister and the Parliament)s The responsibility for action.
consequent upon the report by the Auditor-Generdl rests in the
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first place up.on the fccounting Officer of the Department onr
Instrumentality, and ultimately upon the Parliaments

92, The Committee pressed the Auditor-General to
discuss also his powers and duties under section L45 of the
Audit Act¥, It was suggested to him that this section
indicated a desire on the part of the Parliament to provide

an extraordinary method by which he could draw attention to
unsatisfactory features disclosed by his audit, The Auditor-
General declared, however, that while he did use the procedure
provided by this section upon appropriate occasions, he did
not regard the disclosed position at Bell Bay as an occasion
apprepriate for the exercise of his discretion to report direct
to the Treasurer. On further pressure, he said that he was
entitled to believe that. the Tpeasury already knew the
position because there was a Treasury official on the Commission
who would know what was going one This view was strongly
criticised by the Treasury official concerned, who argued

that it was the duty of the Auditor-General to report the
positions (See paragraphs 55~60).

93 At this stage, the Conmittee records its surprise
that the several authorities affected wers not provoked to
take prompt action to deal effectively with the defects in the
accounts implied by the refusal of the Auditor-General to give
his certificate, especially when the fact of his refusal was
reported to the Parliament in successive yearss (See paragraph

77 above)s Furthermore, the Committee doubts whether the

# BSection 45 of the Hudit Act reads -

45, = (1) The suditor=General shall, at such intervals as
he thinks £it, and whenever required so to do by the
Treasurer, inspect, examine and audit the books and accounts
of any accounting officer, and of any person charged with
the custody or control of stores belonging to the
Commonwealths

(2) The Auditor-General shall report to the Treasurer
all irregularities discovered by him which, in the opinion
of the Auditor~General, are of sufficient importance to be
80 reporteda.
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extent of the audit carried out during the years 1951~52~53

was sufficient for the purposes of an underfaking of the

nature of the Australian Aluminium Production Commission. It
suggests that this matter, as well as the powers and duties of
the Auditor-Genersl in respect of the Statutory Corporations
engaged in trade or manufacture, should be carefully considered
when amendments to the existing Audit Act are being prepared
Por presentation to the Parliament.

Sl In this connection, the Commitiee observes that in
the United Kingdom the arrangements for audit of the nationalised
industries are different from those for the various public
Departments, The Select Committee on Nationalised Indusiries,
whose report was ordered to be printed on 23rd July, 1953,

paid™® :-

"In the case of the Nationalised Industries, a firm
of professional avditors is appointed by the Minister to
each Board, The reports of those auditors follow the
pattern of ordinary reports of commercial auditors. The
nature of the accounts of the public departments, which
are audited by the staff of the Comptroller and Auditor=-
General, are in many respects different from those of
the Nationalised Industries, which are commercial
undertakings. The former are, in general, the subject
of annual cash votes by Parliament, and Parliament
thereforé insists on the most detalled examination and
control, seoe The accounts of the Nationalised
Industries are, on the other hand, only the reflection
of the results of the year's trading. They are presented
in the usual commercial form of Trading Accounts, Profit
and Loss 4ccounts and Balance Sheets. These accounts
are certified as correct by the firms of professional
auditors appointed by the Minister!,

95 Thus in the United Kingdom, the Comptroller and
Auditor-General does not audit the accounts of the nationalised
industries. The Camptroller and Auditor-General (Sir Fprank
Tribe) said that he could perform the audit if the Parijament
8o desired; _'but he pointed out that it would reguire a much
lapger staff and special training, and that scme guidance would

be necessary on how the audit should be done.

# House of Commons Paper Nos 235: Report, paragraph 29,
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96 The Committee notes from §ir Frank Tribe's
statement ® that in the United States of America, it was
decided in 1945 to place the accounts of the Government
Corporations under Govermment audit -
"Up to then the Government Corporations in

America were not subject to government audit at ali,

but in 1945 Congress passed a Government Corporation

Control Act which subjected the corporations to

budgetary control by Congress and to annual audit by

the General Accounting Office (that is the American

counterpart of Department though it is very much

larger than mine)e The Comptroller General had to

report upon them although he was not given the power

which he had in the case of Government Departments of

disallowing expenditure".
97 The Committee places these contrasting methods on
record as an interesting indication of the way in which the
problem of the audit of Statutory Corporations has been tackled
in the United Kingdom and the United States of America. It
cells attention to the significant fact that in each case, the
position of the Statutory Corporation was regarded as requiring
audit arrangements different from those for ordinary Government
Departments, In the dustralian Cammonwealth, the Auditor-
General is usually under a statutory cbligation to audit the
accounts of the body in question, and no specific directives are
given to guide him in his audity nor are any special arrangements
mades  The form his audit will take is left in the discretion

of the Auditor-Generals

(h) Terms of appointment of Menbers of the
Commisgsion: the auestion of their

having a Pecuniary Interest in
Iransactions with the Cammission
98, The Committee has obtained an. Opinion from the
Solicitor~General on whether or not there is any legal or
ethical prohibition on a Member of the Commission having a

¥ Ibid, Mimtes of Evidence, Question 88,
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pecuniary interest in transactions with the Commission whilst a
Menber of the Commission, This Opinion is included in full in
Appendix Wo. 7. '

99, The Solicitor-General took the view that there
was at present very littled settled law dealing with the
position of menbers of a Statutory Corporation, Equity has
developed a substantial body of rules regulating the conduct of
those who stand in a fiduclary relationship to others and these
have been applied to the director of an ordinary public company
incorporated under the Companies Acts, in connection with
eontracts made with his company. The Solicitor-General doubts
whether this body of law would apply to members of a Statutory
Corporation, which appears to be in a unique position :-

"Nor do I myself think that the equitable rules
which govern the relation of a director to his company
can be saild to extend also by analogy, as a matter of
law, to the member of a public corporation, in his rela-
tions with the corporation itself, The fiduciary
position of a director under the Companies Acts springs
from his subordination to the shareholders, by whom the
directors are usually elected and with whom in general
meeting lies commonly the ultimate authority in the
company, There 1s no real parallel in the case of the
public corporation, for while the members (Conmissioners
or as the case may be) actually constitute the public
corporation, it is the shareholders and not the directors
who constitute the ordinary company, I do not find it
hard to accept the proposition that a member of a
statutory public corporation has fiduciary duties, But
they are I think owed to the Crown, or in personal terms.
o the Minister, not to the corporation of which he
himself is a part.

In a real sense, the shareholders in an ordinary
commercial enterprise are the company, But the Crown,
or the Minister, stands outside the public corporation,
The corporation could hardly be allowed to escape its
ligbilities under a contract in which one of its menbers
had an interest, merely by reason of the fact that in
making the contract the menber had acted in breach of his
fiduciary duties to the Crown, But on the other hand
the Crown would have no liabilities under such a contract,
so there would be nothing which the Crown could set
aside, In other words, there is no strict analogy
between the position of the company director and that of
the member of a public corporation, Iff the company
rules, or something like them, are to be applied to a
gtatutory corporation it must in my opinion be done by
the Legislature'",

100.. The Solicitor-General considers that it is probably
because there are no relevant rules of common law or equity

directly applicable to the members of a Statutory Corporation
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that express statutory provision is so often made for the term-
ination of their appointment, This express statutory provision
would be more necessary where the term of office was fixed than
where, as in the case of the Australian Aluminium Production
Commission, Members hold office during pleasure,  He continues:-

"It might perhaps be considered that a member has
an ethical duty to bring his conflicting interest
expressly to the notice of the Minister rather than to
rely on the Minister obtaining the information from a
reference in the Minutes; but that matier is outside the
realms of law,

What I have said above will indicate that in my
view a member of the Australian Aluminium Production
Commnission who had a pecuniary interest, either person-
ally or through s company in which he was the major
shareholder, in a transaction with the Commission did not
thereby commit an offence, nor was the transaction itsels
illegal or voild, nor did the entering into the trans-
action render vacant the office held by the member, The
remedy” of the Minister, if not satisfied with the actions
of the member, is to recommend the termination of his
appointment, Where, as here, the member is ho longer in
office, no further action at law would seem to be called
for, or, indeed, to be possible®,

101. The Aluminium Industry Act 1944-195L4 provides that
(seetion 6(4) ) :-

"The members of the Conmission shall hold office
on such terms and conditions as the Governor-General
determines®,

102, The Governor-General's appointment of the present
Commissioners is in this form :-

"In pursuance of section 6 of the Aluminium .
Industry Aet 1944-1952, I, Sir William John McKell, the
Governor-General in and over the Commonwealth of
Australia -

(a) hereby appoint the following Members of the
Australian Aluminium Production Commission -

Members representing the Commonwealth -

Noel Kenric Stevens Brodribb,
Louis Reginald Samuel Benjamin,
Maurice Allan Mawby,

Donald James Hibberd,

Member representing the State of Tasmania -
Harold Bruce Bennett; and
(b) hereby appoint the said Noel Kenric Stevens
Brodribb to be Chairman of the Commission and

the sald Louis Reginald Samuel Benjamin to be
Vice~Chairman of the Commission,
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Dated this seventeenth day of April, One thousand
nine hundred and fifty-three,
W.J. McKELL
Governor-General,

By His Excellency's Command,

HOWARD' BEALE
Minister of State for Supply".

103, Little detailed statutory provision is thus made
coverin, the terms and conditions of appointment of the Commiss-
loners and the Committee recommends thaet now that the production
of aluminium hes commenced, the Governments of the Commonwealth
and Tasmania give consideratic_m 'i;;u a general review of the
legislation, bearing this aspect in mind,
1ok, This lack of detailed provision is in contrast
with the careful setting-out of disabling qualifications in some
> of the other Acts forming Commonwealth Statutory Corl_:orations.
The clause included in the Australian National Airlines Act
1945-1952 is typlcal of provisions in many other constituting
Acts®, After reciting the more usual conditions under which a
Commissioner is deemed to have vacated his office, e,g. in the
event of bankruptcy, insanity, resigmation, or absence from
meetings, the Act proceeds to make pecuniary interest a dis-
qualification. Thus section 14 of the Australian National Air-
lines Act 1945-1952 reads that a Commissioner is deemed to have
. vacated his office :-
' "If he, in any way, otherwise than as a menber,
and in common with the other members, of an incorporated
4 company consisting of more than twenty-five persons -
(1) Dbecomes concerned or interested in any contract

or agreement entered into by or on behalf of
the Commisesiong or

# Vide Snowy Mountains Hydro-Electric Power Act 1949-1952,
section 13; Overseas Telecommunications Act 1946-1952
section 15; Whaling Industry Act 1949-1952, sectiom 11
Flax Industry Act 1953, section 9; Australian Atomic
Energy Act 1953, section 13,
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(11) participates, or claims to participate, in the
profit of any such contract or agreement or in
any benefit or emolument arising from the
contract or agreement",

105, In the case of the Jolnt Coal Board the position
regarding the interest of a Member of.'bhe Board is even stricter,
Section 5(4) of the Coml Industry Act 1946-1952 veads in part :-

"A member of the Board shall be deemed to have
vacated his office if

(a) he becomes in any way (otherwise than as a member
of the Board) concerned or interested in any
contract or agreement entered into by or on
behalf of the Board or in any way (otherwise
than as a menmber of the Board) participates or
claims to be entitled to participate in the
profit thereof, or in any benefit or emolument
arising therefrom",

106.. The Committee draws attention to the special
position of the Commissioners appointed to the Australian
Aluminium Production Commission under the Aluminium Industry Act
1944~1954, in that their term of office is not fixed, nor is
provision made for any of the usual disqualifications from
office,

107. Apart from the fact that the Aluminium Industry
Act does not provide specific disqualifying conditions similar
to those prescribed for other Statutory Corporations, the
Committee regards the holder of any high public office, such as
a menber of a Commomwealth Statutory Corporation, as being
placed in a position of trust and responsibility for moneys and
property belonging to the public, Such & member should have
ever present to his mind an appreciation of that trust and
should therefore be most scrupulous in his actions, forswearing
other avenues of benefit, however small, that may arise from his
association with the Corporation,

108,. Although the members of these public offices are
not in the strict sense of the word Public Servants, the
Committee considers that as persons placed in positions of
public trust and responsibility they should, in carrying out
their duties, comply with the same high standard of conduct as

is expected of Public Servants, The Committee quotes with
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approval several short extracts from the Report of the Board of
Enguiry eppointed in 1928 to investigate the activities of a
prominent English Civil Servant who had been trading in Prench
francs® ;-

¥,ueoo The civil service, like every other pro~
fession, has its unwritten code of ethics and conduct
for which the most effective sanction lies in the public
opinion of the service itself, and 1t is upon the main-
tenance of a sound and healthy public opinion within the
service that its value and efficiency chiefly depend.

The first duty of a civil servant is to give his
undivided allegiance to the State at all times and on
all occasions when the State has a claim upon his
services, With his private activities the State is in
general not concerned, so long as his conduct therein is
not such as to bring discredit upon the service of which
he is s member, But to say that he is not to subord-
inate his duty to his private interests, nor to make uss
of his official position to further those interests, is
to say no more than that he must behave with common
honesty, The service exacts from itself a higher
standard, because it recognizes that the State is en-
titled to demand that its servants shall not only be
honest in fact, but beyond the reach of suspiclon of
dishonesty.

esve A civil servant is not to subordinate hig
duty to his private interests; but neither is he to put
himgelf in a position where his duty and his interests
conflict.  He is not to make use of his official
position to further those interests; but neither is he
so to order his private affairs as to allow the suspicion
to arise that a trust has been abused or a confidence
betrayed, '

«s.s The public expects from them a standard of
integrity and conduct not only inflexible but fastidious,
and has not been disappointed in the past, We are
confident that we are expressing the view of the service
when we say that the public have a right to expect that
standard, and that it is the duty of the service to see
that the expectation is fulfilled".

109, Two instances came before the Conmittee in which
Members of the Commission had a pecuniary interest in trans-
actions with the Commission, The first concerned Mr, Watson,
Chairman of the Commission between 1945 and 1953, and the second
Mr, Bennett, who is the Member representing the State of

Tasmanla and has been a Member or Deputy Member of the Commission

# Report of the Board of Enquiry appointed by the Prime Minister
to Investigate Certain Statements Affecting Civil Servants
{cma, 3037?,a 1928, pages 21 and 22, See Appendix No. 8
1i;;or ati‘uller quotation of the relevant section of the

eport,
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since its inception,

110, Mr, Watson was Chairmen of the Australian
Aluminium Production Commission from lst May, 1945 until April,
1953, but was not reappointed when the Commission was reconsti-
tuted at the latter date, He has financial. interests in. two
firms, and had them at a time when those firms had dealings with
the Commission: +the firms are G.H, & J.A, Watson Pty., Ltd, and
Australasian Civil Englneering Pty. Ltd,

111, From May, 1951, until early in 1954, the
Commission used the services of G, H. & J.4, Watson Pty. Litd. in
Sydney as purchasing and inspecting agents, although there was
no formal contract covering the arrangement, The charge
normally consisted of a labour cost plus & percentage of' labour
costs to cover overhead, and appears to have been reasonable, In
May, 1952, at the request of Mr, Keast, the Melbourne Contracts
Committee of the Commission reviewed the arrangement of inspect-
ions by the Company in Sydney and veported that it was more
economical than sending inspectors from Melbourne. Mr, Dodd
stated that the basis of charge by the Watson Company was actual
cost, The Commission itself reviewed the position in the
following month and Minute No.925 of 6th June, 1952, reads :-

"Ag requested at the last meeting of the
Commission details of orders placed with G.H, & J.A,
Watson were submitted for inspection, The Secretary
advised that through this Company's experience with
engineering projects and their close connection with a
number of valuable and substantial workshops they were
in a position to offer better prices than the Commission
would normally be able to obtain, A moderate percent-
age is added for supervision, overhead and profit,

In view of the Chairman's association with the
firm of G H. & J.A. Watson Pty, Ltd,, Mr., Watson vacated
the Chair during the discussions which were carried on
by Mr, Benjamin,

The Commission confirmed that the facilities of
G.H, & J.A, Watson be retained by the Commission and the
Contracts Committeesin connection with services and
purchasing of engineering supplies wherever found of
advantage to do so,

The arrangement was terminated on 17th June, 1954, by direction

of the Commission,as being no longer necessary,
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112, The payments to the Company were, the Commission
stated, as follows® :-

Inspection fees and travelling expenses,

August, 1951 - February, 1954 £ 949,13, 6
Purchasing Commissions 1,573. 0. O
£2,522.13. 6

b o

113, The other company with which Mr, Wateon was con-

cerned, Australasian Civil Engineering Pty, Lid,, commenced
transactions with the Commission in connection with the
prospecting survey of bauxite deposits on Wessel Islands because
the Commission had no organisation of its own with which %o
carry out field work (see paragraphs 157 and 158), . The
Secretary to the Commission recommended Australasian Civil
Engineering Pty, Ltd, for the survey, and the relevant Minute of
the Commission meeting held on 17th January, 1952, continues :~

"Mr, Williams advised that he knew of no other
Company which combined these services,

The Chairman reported that he had & financial
interest in Australasian Civil Engineers (sic) Pty, Ltd.,
and vacated the Chair, taking no part in the ensuing
g.%l:gussion.' The Vice-Chairman, Mr, Benjamin, took the

r, .

After full consideration of all the circumsiances,
the Commission, excepting the Chairman, unanimously
decided that negotiations be undertaken by the General
Manager with Australasian Civil Engineers (sic) Pty. Ltd,,
with a view to arranging a contract with that Company to
carry out the prospecting survey at Wessel Island,
including provision of engineering equipment and a suit-
able vessel, 1% formally recorded the Chairman's
declaration at the outset of his financial interest in
the Company™,

11y, The Commission subsequently, at its meeting on
21st February, 1952, approved the contract that had been drawn
up with Australasian Civil Engineering Pty, Ltd,, for the organ-
isation and execiution of the Wessel Islands. mirvey, The relevant

Minute reads :-

# In this connection Yr, Watson submitted statements to the
Comnmittee showing that the profits on these transactions
were very small,
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"The Commission éonfirmed the action taken, the
Chairman vacating the Chalr in favour of Mr, L,R.
Benjamin during discussions: on the Australasian Civil
Engineering Company's contract, which was approved".

115, The fees paid to Australasian Civil Engineering

Pty. Ltd. under the terms of the contract were™ :-

5% on Purchases £2,096, 7,11
124% on Services 5,591, 2. 2

£7,687,10, 1

116, The Minister for Supply informed the Committee
through Mr. Brodribb that he learned of the interests of Mr,
Watson described above - and then only in regard to the Wessel
Islands survey - in Novenber, 1952,

117. Mr, Bennett, the Member of the Commission repre-
senting the State of 'l'asmz;nia, and hls family, have financial
interests in the firms of Tip Top Paint (Australia) Py, Ltd,
and Tip Top Paint {Tasmaniz) Pty, Ltd.,  Purchases of Tip Top
Paint by the Commission during 1953 and 1954 amounted to £885.
118, Mr, Bennett was a Member of the Tasmanian
Contracts Committee of the Commission, He stated that he did
not disclose his interest for record in the Minutes or withdraw
from any Commission or Contracts Committee meeting when pa:int
was in question, and that he thought the Commission would know
of his assnciation with the Tip Top Paint Companies through
reports of the fact in newspapers,

119, In the case of the paint contracts given to Tip
Top Paint (Australia) Pty. Ltd. and Tip Top Paint (Tasmania)
Pty, Ltd., the amounts were small, and when the lowest tender
had been accepted by the General Menager, the procedure was that
the Tasmanian Oontracts Committee would approve his decision
without further discussion,

120, The Committee repeats that the Aluminium Industry
Act 194L-1954 is silent regarding penalties or prohibitions

éz In thig comnection Mr., Watson submitted statements to the
Gommi%‘bae showing that the profits on these transactions
were very small,
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attaching to‘ finencial trensactions by Members of the Commission.
In such & case it becomes rather a matter of the wisdom of
pursuing a course of action than of appealing to the absence of
legal prohibltions to justify that action, The Committee
refers in this context to the we;l-estahlished maxim mentioned
above, that not only should justice be done but it should mani~-
festly be seen to be done.

121, In Mr, Watson's case, his relinquishing the Chair
when the Commission discussed its financial arrangements with
Companies in which he was interested, makes it clear that both
he and the other Commissioners wished to act with propriety.

It ig to be regretted that My, Watson did not carry his action
a stage further by recognising that these contracts fell within
the category of things for which there was statutory direction
to keep the Minister "continually informed",

122, In Mr, Bennett's case, the Committee mentions that
his interest, small as it may have been, was not disclosed

either to the Commission or to the Minister,

3
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CHAPTER __ TV

THE CONDUQT OF THE ACTIVITIES OF THE COMMISSION

123, For several reasons the Australian Aluminium
Production Commission has always hed more than one location for
its activities. This geographical separation militated
against effective co~ordination between Sydney and Melbourne
and increasingly, as time went on, between the malnlend
offices and ‘the works at Bell Bay. These difficulties were
in part caused and in part aggravated by the lack of any clear
and accepted lines of authoritys

(a) The Location of the Staff of the Commission

120, In paragraphs 30 to 32 the Committee has discussed
the location of' the meetings of the Commissions The activities
of the Commission's staff were also carried on in various
placess. In June, 1950, for instance, they were performed ag

foliows® :-

Functions Location Officer in Charge
Head Offioce Sydney Mr, Dodd, Secretary
Control of Accounts, Sydney Mr, Dodd, Secretary

Costing and Stores

(The office at Launceston carried out local account—
ing, costing and stores procedures under the
Secretary's control),

Preparation of Plans Melbourne Mr. Leckey, Acting
and Degigns Chief Engineer
Construction Launceston Mr. Boyd, General

& Bell Bay Superintendent.
125, During the years 1950-51, the Commission commenced

an extensive construction programme that resulted in
expenditure during 1951-52 being five times that of 1950-5L.
The Committee inquired whether the scattered nature of the

# For outline organisaetion charis as in 1952 and 1954, see
Appendix No, 13,
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organigation was suited to the management of these accelerating
activities and in particular, whether it warld not have been
preferable for the control of the eccounts and the design work
to be transferred to Bell Bays The Cammittee noted that after
Mr, Boyd's vesignation in June, 1950, Mr. Leckey, who remained
in Melbourne, took charge of the work at Bell Bay in addition
to the design work and ordering of plant; and that in February,
1951, Mre Keast, who at that time was also resident in

Melbourne, was appointed General Managers

(b) Discussion by the Commission of Office Organjsation

126, From 1949 onwards, the problem of achieving the
most efficient office organisation was repeatedly discussed at
meetings of the Commission,and only came to an end with the
transfer of the Head Qffice of the Commission to Melbourne in
March, 1953 and the establishment of a more effective
organisation on the site at Beil Bay.

127 The Minutes of the Commission tell the story of
the gradual rationalisation of the positions One of the
earliest discussions was on 6th May, 1949, when ‘the Minute of
the special' meeting of four of the Comissioners Yo discuss
re~organisation vas -

"Phe Chairman said that the special meeting
of the four Commissioners had been called to consider
& re—organisation of technical and executive
administration now necessary 1o ensble the design,
manufacture and erection of the aluminium plant at
Bell Bay site, and all ancillary asctivities, to be
developed as rapidly and efficiently asg possible,
with the object of achieving the production of
alumina in 1951, anl the operation of the full plant
in 1952, As questions of engineering organisation
affecting the Melbourns staff woeuld arise, Mr, Topp
had also been asked t0 be presents

The meeting reviewed the existing organisation,
with Mr, E.E.G. Boyd as Chairman's representative
and General Superintendent, and Mr. K.F. Carmichael
as Superintendent of Development, both officers being
now located at Head Office in Sydney.
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The Chairman saild thet he had now established
his office in the same premises as the Commission's
new office at No, L. Albert Street, Sydney, and would
be able to give more personal attention to the
Commission's affairs,

The Commission agreed thet it was essential
for the early development of designs, the ordering
of plant and supplies, and the exscution of works that
Messrs, Boyd and Carmjchae} should henceforth be jn
closest contact with the organisations carrying out
these duties, and accordingly should be transferred
from Sydney, The Head Office should remain in
SydneyMe..

(Committee's italics)
128, In May, 1949, then, it was agreed that while the
Head Office should remain in Sydney, Messrs. Boyd and Carmichael
should be transferred to Melbourne,
129, Slow progress in the establishment of the Bell
Bay works tegan to cause the Commission concern, and in March,
1950 the Chairman called another meeting specially to d:'Lscuss‘
further the need for re-organisation. Deficiencies in
executive co~ordination still appearel to be the main trouble,
coupled with an inadequate appreciation of the need for wide
delegations to the senior executive officer working on the site
at Bell Bay -

“The Chairman said he had called the meeting to
discuss specially the need for re—~organisation of the
executive staff, in view of the slow progress being
made in the establishment of the Bell Bay works, He
attributed this to his own inability, due to exitreme
pressure of affairs, to glve as much time as was
essential to the direction of the technical staff, with
the result that there was insufficient executive
co~ordination, and to the indecisiveness of the
Technical Superintendent, who in his opinion was an able
Chemical Engineer but apparently lacked experience in
mechanical engineering matters and the administration of
large works projects. There was evidence also that the
arrangeme; a Conmission to place responsibility
for design apd ocurement of plant in the hands of the
Technical Superintendent, and for construction and
erection in Tasmania with the General Superintendent,
had not resulted in the co-ordinated efifort anticipated.
The British Aluminium Company as Technical Consultants
had canplained that difficulties in reaching fimality
in discussions with Melbourre office were delaying the
construction programme". =

(Committee's italics)

% Minute No. 495 of 9th March, 1950
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130, Progressively during 1950, the main works staff
was cenbred at Bell Bay, At a meeting of the Commission in
April, 1951, the removal of the purchasing and accounting
gtaffs from Launceston to new offices at Bell Bay was approved
and the General Menager's recommendation that the Commission's
accounting be centralised in Melbourne "pending the canpletion
of the permanent administrative offices at Bell Bay' agreed to,
Thus Melbourne énd Bell Bay were gradually becoming the centres
of operations. Nevertheless, the Commission deciled at the
same meeting that the Secretary should remain in Sydney “to
exercise Head Office functions ard an overall control of
accounts as regquired by the present Treasury system',

131, In July, 1951, attention was concentrated upon
the progress of construction work. Minute No. 732,dated Lth
July, 1951 reads $-

"The General Manager made 2 special report on
ateps necessary in his opinion to expedite the progress
of construction work, He paid a high tribute to the
capacity of Mr, G.W. Leckey as Chief Engineer but
advised that it was impossible for Mr. Leckey to control
the large construction programme at the same time as he

was engaped in completing design work in Melbourne, He
considered that the appointment of a constructional

engineer thoroughly experienced in the organisation of
large works was necessary, but that such men were
aiffieult to obtain; consequently he proposed to take
control personally of construction works at Bell Bay
until the construction engineer was appointed, making
Resident Engineer Debepham his assistant and freeing
Mre Leckey from the necessity of supervising the Bell
Bay project in detail, until he moves to Bell Bay on
completion of the design work at Melbourne.

The Ohief Bngineer agreed with Mr. Keast's view
that more senior direction was needed to organise the
construction programme,

The Commission endorsed the General Manager's
tribute to Mr. Leckey and expressed appreciation of
Mr, Keast's decision to transfer to Bell Bay at this
stage despite much personal inconvenience, It approved
in principle the plan submitted and authorised the
General Manager to re-organise the staff as suggested
and to proceed with the appointment of a Construction
Engineer at tke appropriate timeY,

(Committee's italics)
132, In August, 1951, the problem of co~ordinating the
design staff, located in Melbourne, and the construction staff,

located at Bell Bay, was dealt with by a direction
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that the design staff should be transferred as quickly as
possible 40 Bell Bay,
133 The control of theé books of account was
transferred to Bell Bay in April, 1952, after vigorous action
by the General Manager; but not until May, 1953, was the
design office transferred =~ after most of the design work
had been completed.
134, The attention of tle Comnmittee was repeatedly
directed to the dilfficulties associated with the management and
construction of a plant when, before a full~time General
Manager was appointed, decisions had to be taken by a body of
men who could devote to the operations of the Commission only
the time that remained after they had dealt wiph their own
affairs™, The position was aggravated when the Commiseion did
not meet regularly on or near the site of the works.
135, The lack of a full~time General Manager may also
account in part for the slowness with which the Commission's
decisions to establish an effective: organisation at Bell Bay
were carried outs In this comnection, the Committee quotes
with approval the conclusions of Mr. Keast contained in a
statement submitted on the subject dated 29th November, 1954 :-
(a) at the inception of the project, and even before
the site was finally approved, a fullebime fully
qualified Chief Executive Engineer should. have
been appointed, with full authority to initiate
and organise 1ln proper seguence, all staffing,
designing and functional operations, amongst tle
first of which world have been the establishment
of an account and stores department adequately
gtaffed by qualified personnel;
(b) it was the absence of recognition of the need for
such. authority that was the fundamentel cause of
subsequent accounting delays and difficult.ies 3

® See paragraph 28 and footnote.
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(e¢) whilet such accounting control as did exist
seemg to have been adequate during the first
few years of comparative inactivity, it proved
incapable of coping with the acceleration when
construction activity got properly under way;

(a) +the organisetion that did exist’ was hampered until
late in 1952 by the lack of mac‘hine accounting
and by the absence of clearly defined instructions
designed to meet the needs of a rapidly expanding

projects

(c) Staff-Management Relationships

136, It was not, however, only geographical separation
that hindered the smooth operation of the activities of the
Commissions Running alongside the problems caused by the
distribution of various activities in Sydney, Melbourne,
Launceston and Bell Bay, were frictions created by j:he
differing views of the senior staff members of the Commission.
137. When the General Manager was appointed in 1951, he
considered that he should have more canplete control and that
the Chairman of the Comnission, Mr. Watson, should permit him
to assume that centrol, The General Manager's stand placed
the Secretary to the Cammission in a difficult position', because
the conflict as he saw it between the Chairman and the General
Manager necessdrily involved his own standing and authority.
Further, relationships between the Chief Engineer and the
General Manager became strained when delays in design
embarrassed the construction enginczers. In all these cases it
seemed to the Committee that the absence of any clear line of
authority was a primary cause of the friction that occurred at

the executive and managerial levelss
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138, Under the terms of the Public Agcounts Committee
Act, 1951, the Coqmittes is empowered to report upon "any
circumstances conmected with the accounts fo which the
Committee is of the opinion that the attention of the
Parliament should be directed"s  The frictions described in
the foregoing paragraphs are matters which do not, in the
ordinary course of its business, come before the Committee;

but because the resulting stresses and strains seriously
affected the efficient and economic management of the work of
the Cammission, the Committce has found it necessary to examine
the reasons for them.

139 The Committee considers that a result of this
clash of persomalities was the lack of effectlive control and
direction of the affairs of the Commission during the years
1950~52, The strain caused by the rapid expansion of the
activities of the Commission during those years called for
special qualities and attitudes in those holding the senior
managerial and executive posts of the Commission: it was
aggravated by the difficulty of getting qualified staff during
that pericd of full~employment and by the absence of proper
direction and oversight of the staff that was induced to go to
Bell Bay, All these things revealed the weaknesses in the ‘
organisation - weaknesses that were generally acknowledged

by those who gave written or oral evidence to the Comittee -
and resulted in a higher staff turn-over than was Justified
solely in terms of the difficult conditions, of work at Bell Bay.
Appendix No. 9 lists those who in 1949-50 were Members of the
Commission and those who were senior staff, and catalogues
subsequent changes,

140, It is clear from the Mimutes quoted sbove that the
Commission was aware of the problem; but it took many monthse
before their decisions were adopted. For instance, the then

Chairman resisted the transfer of the staff responsible for
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design for reagons that secmed adequate to him, but which led
to tension between the General Manager and the Chief Engineer
in charge of design.

141Le In defence of the separation of the varlous
activities of the Commission and its staff, 1t wes suggested

t0 the Committec that large private industrial undertakings
operate successfully with works far removed from the Head Office
and fran the centrdl accounting and designing offices. In the
case of the Australian sluminium Production Commission, however,
such a separation of activities did not work ocut satisfactorily
because its organisation lacked the essential sxecutive
direction invariably present in private enterprise,

142, Mr. Watson emphasised that the scale of the
organisation warranted a full-~time Chairman, but Mr. Benjamin
thought that the Commission would have functioned effectively
from its inception with a part-time Chairmen provided there had
been a full-time General Manager, Most of the Members of the
Commission wanted to appoint a General Manager at an early
stage, but, even when the need became pressing, Mrs. Benjamin
said that the Commission had to convince the Govermment of the
day that the expenditure involved was necessaryx.

143, In the cases of both the Secretary (Mr. Dodd) and
the Chief Designing Engineer (Mr. Leckey), the difficulties
arose because of the refusal of the former Chairman of the
Commission to lay down the functigns of the staff. Mre Dodd
believed that his position as Secretary gave him status as
Chief Executive Officer of the Commission and a position of
independence in relation to the whole o ganisation, while Mre
Keast regarded him merely as Secretary to the Chairman and the
Commissioners, The difficulty with Mr. lLeckey arose because the

% It may be worth mention thet the Australian Broadcasting
Commission functions with a part-time Chairman of the
Commission and a full-time General Manager, On. the other
hand, the N.S.W. Metropolitan Water, Sewerage and Drainage
Board has a part~time Commission with a full-time
President of the Commission as its Executive Head,
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Chairman refused to transfer Mrs Leckey's staff to Bell Bay,
which would have brought design under the control of Mr. Keast,
Mre Keast felt frustrated because of the delays that occurred in
supplying him with essential plans, and this ripened into an
open conflict that was only resolved with the retirement of

Mro Leckeye

bk, In both these cases, the Committee feels that

the former Chairman was blameworthy by reason of his refusal

to determine the functions and responsibilities of the
respective officers,

145, In estimating Mre Keast's attitudes and methods to
the staff, the Committe: records his treatment of Mr, Green.

Mre Green was appointed Stores Superintendent by Mr, Keast in
August, 1951, and to give him further experience in handling
stores and installing systems, Mr. Keast sent him in February,
1952, to look at the methods of Broken Hill Proprietary Co. Litde
at Port Pirie and Broken Hill, When he returned, Mr. Keast
encouraged him to apply his lessons, but found that he was nc_:'b
handling the stores work effectively and in April decided to
seek a replacement, On representations by Mre. Green that
dismissal would be very embarrassing to him at that stage,

Mr. Keast offered him a lower position. Mr, Green indicated
to the Committee that he was not altogether happy about the
manner in which he finally learnmed of his replacement; but the
Committee feels tlnt the whole incident does not reflect badly
upon the methods of Mr. Keast. For further details regarding
the Stores System, see paragraphs 309-322.

146, The Committece considers that, in addition to the
weaknesses displayed at the higher executive level, there was a
deplorable absence of foresight and of forwarding plamming in the
organisation established by the Commission in anticipation of
full-scale construction, Here, too, the pcsition was aggravated
by the failure to define lines of responsibility and to give

comprehensive instructions to the staff. A General Manager was
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appointed in 1951, and to him must largely be attributed the
rapid increase in the rate of construction. But as the tempo

of construction increased, so were the latent frictions amil
animosities revealed,
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CHAPTER __ V

SURVEYS CONDUCTED. BY THE COMMISSION

(a) Exploring for Bauxite

kil From its inception in 1945, the Commission prosecuted
a search to establish the location, natuve and extent of
deposits of bauxite =~ the ore of aluminium ~ in Australia, The
purposes of the search were first, to establish whether
adequate local reserves of the basic ore existed for use in
time of war; second, to determine the type of ore available,
because that hes an lmportant bearing upon the processes that
are necessary to extract alumina from it.

148, For the economic production of aluminium, an ore
of high alumine content and low silica percentage is desirable.
It is necessary, therefore, to determine not only the existence
of bauxite deposits, but to ascertain the grade of the ore
available, In carrying out its surveys, the Commission
employed its own technical staff in co-operation with the State
Departments of Mines, and received geological assistance from
the Commonwealth Bureau of Mineral Resources,

149, When the Commission began its sux'*veys, deposits
were known to exist in Tasmanta, Victoria, New South Wales and
RQueensland. Those located in the Mirboo-Morwell district
(Gippsland) of Victoria were of the highest guality, having
alumina and silica percentages of 53% and 8% respectively, and
compared ressonably favourably with an alumina content of 5%
to 62% and a silica content of F% in the ore used by North
American producers. The Victorian deposits were, however,
concentrated in areas already alienated from the Cpown under
mining leases, only 100,000 tons being available to the
Commission out of proved deposits of 800,000 tons.

15Ce The Commission regarded it as a matter of great

importance to establish the existence of deposits in Tasmania,
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because it had a statutory obligation to erect its reduction
plent there, and an adequate supply of suitable ore close to
the plant would have been of great economic value. The
Commission, therefore, authorised the continwation and extension
of & bauxite survey that had been commenced by the Tasmanian
Mines Department in 1941 and was resumed by the Commonwealth
Bureau of Mineral Resources in collaboration with the Mines
Department in 194l The Commission contributed towards the
cost of the later surveys. They revealed the existence of
560,000 tons of ore in the Ouse District (4O miles north-west
of Hobart) that were within econcmic mining limits and of a
grade suitable for processing, and of an additional 200,000
tons of a marginal qualitye In the St. Leonards area (south~
east of Launceston) a further 200,000 tons of economic grade
ore was proved by June, 1948

151. Explorations commenced at Inverell in Northern
New 3outh Wales in Jamary, 1947, following investigations

by the State Department of Mines, revealed deposits estimated
at fourteen million tons. Of this quantity, six million tons
were in areas unalienated from the Crown, The Commission's
surveys led to the discovery of further deposits, with the
result tlat by June, 1949, available reserves centred in the
Inverell~Emmaville region amounted to 7,750,000 tons.
Although the alumina content of this ore was not high, the fact
that the silica content was remarkably low, and that the over-
burden was small, made the use of the ore an economic .
propogition.

152 With the co~operation of the Queensland Department
of Mines, the Commission instituted a series of surveys in the
Toowoomba and. Kingaroy districts of that State early in 1947.
The results in the Toowoomba area were not encouraging ani
although the Kingaroy deposits were of a better quality, they

have not yet been proved to be of economic value.
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153 By the end of 1949 the Commission had established
the existence of reserves of over eight and one half million
tong of bauxite in Australia, However, at this time, the
Commisaion. notéd» that rising internal freight cosis and
reductions in overseas shipping rates placed local ‘bauxite

at an economic disadvantage in comparison with high grade ore
produced overseas, particularly in Malaya.

1544 The Commission took the view that local deposits
should be reserved while ore could be imported at an economic
price, and until ‘1951 was less active in its searches for
bauxites Late in 1951, reports of large deposits in Northern
Australia were received and the Commission encouraged further
searches by a system of rewards to successful prospectors.
155, An examination of samples submitted by prospectors
led to a visit to the northern coastline of Arnhem Land by

Mr., H.B. Owen, Senior Geologist of the Bureau of Mineral
Resources, and after consideration of his report the
Commission decided. to undertake a survey of the Wessel Islands,

situated off the north-eastern coast of Arnhem Lands

(1) Dhe Wessel Iglands Survey

156, The Committee devotes a section of its Report to
this survey because it illustrates the manner in which the
Commission operated both on the executive and at the
administrative leveld

157 Thé Chairman was authorised in November, 1951, to
proceed with plans for the survey of the Wessel Group and the
ad jacent northern coast, an, to arrange for the provision of a -
suitable sea-going vessel and prospecting equipments At a
meeting held on 17th Jamuary, 1952, he repoited to the
Commission that he had received. offers of geological assistance
from the British Aluminium Company and had opened negotiations:
for the purchase of a suitdble vessels The Commission decided

that the offer of the British Aluminium Company should be.
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accepted and that the geologists should work under the
direction of Mr. Owens It algo decided that the services of
a commercial enterprise should be employed for the survey,
which promised to become a large-scale venture.

1584 Mr, Dodd, the Sgcretery, recommended the

engagement of a campany known as Australasian Civil Engineering
Pty. Ltde , because it "had within its organisation, technical
officers skilled in mining surveys and management, ship design
and purchasing, actual experience on bauxite surveys,

technical menagement and extensive experience in the purchase
of general engineering supplies, drilling egquipment and stores',
?he Commission unanimously adopted the Sgeretary's
recanmmendations, (Mr. Watson withdrew from the discussion
after disclosing to the Commission that he had a financial
interest in Australasian Civil Engineering Pty. Ltds )e

159, At the next meeting of the Commission, held on
21st February, 1952, it was announced thct the vessel "Illawarra"
had been purchesed to assist with the survey and that she was
expected to sail from Sydney during April, (For details,

see paragraphs 188 to 192), The Generel Manager presented =
draft contract with dustralasian Civil Engineering Pitys, Litd.,
which provided that the Company would organise and execute

the survey at cost (including services of the Field Manmager)
plus 5% on purchases and 12§% on other charges for wages and
services, for the approval of the Commission. The contract
was approved and took the form of an order on Australasian
Oivil Engineering Pty, Ltd. dated 22nd February, 1952: it is
set out in Appendix Noe 10,

160, The Committee noted that tenders were not invited
for the contract ard gquestioned the then Secretary and Chairman
of the Commission, Messrs. Dodd and Watson respectively, on
this omission, because it constituted a contravention of
Treasury Regulations, with which the Commission was ocbliged

at that time to camplys
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161, Mz, Dodd, stated that the Oomission was influenced
by the urgency of the survey both because it desired quickly
to establish the existence of the deposits and because the

area is monsoonal and the survey would have to be completed
‘between monsoon seasonss Mr., Watson gave a similaxr
explanation, but added th.t he thought it desirable also that
he know the persons who would be carrying out the work because
of the unusual ar;d djfficult conditions they would experience
on the Iglands.

]'.62. '-lfhe‘ Chairmn reported to the Commission on 20th
March, 1952, that a small pariy of geologists and engineers
would make a reconnaissance early in April, prlor to the
arrival of the main working party. He said that he had not
authorised heavy exp'enditure on plant and equipment for the
survey because the Bureau of Mineral Resources had advocated

a conservative course of action; and concluded on an
optimistic note by stating that the latest reports from Mr,
Owen, made after an intensive study of air photographs of
Marchinbar Island, one of the islands in the Wessel group,
Ywere much more encouraging'.

163 Given the reasons advanced by Mr. Watson for
undertaking the survey at that time, the Commitdee is in
agreement with him, 4t the same time, the celerity with which
the contract with Australasian Givil Engineering Pty. Litd.

was conciluded in February, when the Bureau of Mineral Resources
advocated a conservative policy, meant that tenders were not
invited. The Committee considers that they might well have
invited during the period when further investigations were
being made in the Wessel Islands area.

16k The reconnaissance and the subsequent prospecting.
were centred on Marchinbar Island, and on 28th April, 1952 -
the Chairman reported t0 the Commission that the reconnaissance
party had confirmed that the bauxite depcsits ivere sufficiently

extensive to warrant a full investigation, Preparations were
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made for the transport of men and materials to Marchinbar
Island,

165, It was intended that the "Illawarra" should be
used for inter-island and island-to-mainland transport, but
‘because of its failure to arrive in the survey area before

the conclusion of the project, charters of ailrcraft and ships
had to be arrangeds Their cost was a little more than £L,800.
166a On 2nd October, 1952, the Commisslon received a
report on progress at Marchinbar Island indicating that it was
proposed to close the survey on the Island at the end of
October and %o transfer the field geologists to the mainland
for a reconnaissance of bauxite deposits in Arnhem Lande

The veport contained an estimate that the total cost of the
survey, including the work in Arnhem Land, would reach £122,000
by the end of Décember; 1952, 45 a result of this report a
recommendation was made to the Minister that approval be given
for the extension of the survey to Arnhem Land and the
establishment of a special fund of £125,000 from which the
Commission could recoup its survey expenses. On 2nd December,
the Sgeretary reported that the geological recomnaissance of
Arnhem Land would be campleted 'within a few days ard that in
the absence of the Minister's agproval to the recommendation
made in October, the survey work in Northern Australia would
"be discontinued, (The Minister's directive is mentioned in
paragraph 184).

167. The Committee draws attention to the absence of
references in the Minutes vo discussions of the cost of the
survey until October, 19%52. The question of cost had, however,
been a matter of considerable concern to the Secretary and
Chairmn prior to that times On 9th July, 1952, the
Secretary wrote to the Chairman, who was at that time in the
United Kingdom -
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"The question of financing the bauxite survey
in the Wessel Tslands is giving me some CONCErN eeee
8o far we have incurred expenditure of £50,037 esoe
It is now clear that the Wessels survey is going %o
cos8t eese very much more than the original rough
foreeast of £50,000,"
168, In his reply of 22nd July, Mr. Watson stated =~
' "eves I have always been very doubtful of the
estimated costs submitted by A.C.E, for the surveys
wess
sses The new fipgures are very worrying indeed
and on the present basis we could end up with an
expenditure of' £200,000 which is far beyond the
financial ability of the Commission to meet ...."
169 The Committee notos that the Commission’s Minutes.
do not record any report of this correspondence and considers
that the Chairman and Secretary acted improperly in their
failure to keep the Comnission fully informed of the progressive
and probable final costs of the survey. It would appear,
however, that some Commissioners at least had considered the
cost, because Messrs. Bennett and Benjamin, when discussing
the question of obtaining Ministerial approval for the survey,
stated that such approval was unnecessary since the cost was
not expected to exceed £50,000, (It will be remembered that
the Commission is under a statutory cbligation to obtain
Ministerial approval before proceeding with any single project
estimated to cost over £50,000),
170 The cost of the survey was approximately £140,000,
and Australasian Civil Engineering Pity. Ltd. received fees and
commission of £7,687.10, 1d, In return for this expenditure,
the Commission established the existence of 10 million tons of
economic grade bauxite in the Wessel Islands. The
preliminary reconnaissance in Arnhem Land revealed deposits
estimated at 30 million tons.
171s Having discussed the history of the curvey and its
cost, the Committee now proceeds to discuss some of the more
striking features associated with the delailed conduct of the

survey,
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1726 The accounting procedure introduced by the
Secretary for the Wessel Islands survey embracéd a subsidiary
set of books showing details of the expenditure in addition
to the main account in the general ledgers The subsidiary
records were retained by the Secretary when the accounts were
transferred to Bell Bay in. April, 1952,

173 When the Balance-gheet as at 30th June, 1953,

was in course of preparation, the Chief Accountant (whose
office was at Bell Bay) requested details of the Wessel
Islands expenditure. Mr, Dodd submitted a2 Balance~sheet for
the project, but withdrew it and submitted another shortly
afterwards. This actilon was repeated approximately two weeks
later when a third Balance-sheet was submitted with a
certificate by the Chief Auditor, Victoria, to the effect that
it was in accordance with the books of the Commission, The
phrasing of this certificate, "together with the withdrawal

of two Balance-sheets submitted by Mr. Dodd, prompted Mr.
Conde, the Chief Accountant, to make a full investigation of
the Wessel Islands expenditur e,

17k This invesbigation, which was completed in May,
1954, revealed a number of unsatisfactory features in the
administration of the survey and departures from the Tpeasury
system of accounting which the Commission was required to
Follows Of these, the most important are discussed in the
following paragraphs,

175 It was suggested that the terms of the contract
with fustralasian Civil Engineering Pty. Ltd. did not provide
an adequate safeguard over Commission funds. The standard
practice adopted by Commonwealth Departments entering into
cost~plus contracts was to define the costs to be reimbursed
to the contractor and those which he was expected to bear from
his commissions When the estimate exceeded £50,000, a
Commonwealth officer was usually stationed on the site in

order to maintain a check on expenditwre by the contractor.
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The contract approved by the Commission neither defined the
costs that were to be subject to adjustment, nor provided for
the presence on the site of an officer of the Commonwealbhs
When questioned by the Committee on the form of the contract,
Mre Dodd asserted that the interests of the Comnmission were
safeguarded, Mr, Watson considered that the form of the
contract "was appropriate to the simple intentions of the
partiest,

176. The Committee calls attention to the fact that

the terms of the contract for the survey were approved without
demur by the Commission, which included at the time both a
senior Treasury officer and a business management experts

1776 The attention of the Committee was also drawn

to the fact that the Conmission did not hold in its possession
proper supporting evidence that payments made by the Commission
to the Company had been incurrei: on the project, Mr. Dodd
claimed that, because of the close assodation between the
Company and the Commdission ~ they occupied adjoining offices -
he or the Accountant knew of all purchases made in respect of
the surveys, He added that "original invoices, certified as to
receipt of goods, were sighted and compared with orders and
authorities and any matters in doubt were referred to me for
confirmation that they were known to and approved by me", The
Comittee was informed that the provisions of the Audit Act
require that the documents mentioned by Mre. Dodd should not only
be sighted, but should be retained,

178 The failure of' the contracting company to maintain
stock records for the survey was another subject of adverse
commente Mpr, Dodd maintained thot there was amall
poseibility of stores being wrongfully removed from the
isolated island and that the goods were issued for immediate
use under the supervision of en accounts officer of the
contracting companye He added that as all issues were

chargeable to the one project, there was no necessity to
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dissect costs, and that in any case the Commission maintained
itw own record. It is noted, howsever, that the Commission has
advised that it is unaware of any stock records maintained by
its organisation in relation to the survey.

179 The Commitbee records as an interesting example of
the detailed conduct of the survey, the history of the bulldozer
used on Marchinbar Island, In april, 1952, early in the course
of the survey, Mr. Owen informed the Secret-ry that because of
the terrain, the climete and dense vegetation, heavy earth-
moving equipment was required at the Island. On 29th April,
1952, an agreement with the Depariment of Works was signed in
Darwin, on behalf of the Commission, for the hire for a
period of gbout eight weeks of a cable-operated D2L bulldozer,
By July, 1952, payments for hire were in arrearss

180, No further payments had been made to the Department
by 21st October, 1952, when the Field Manager of the Company
informed the Department that he proposed at the end of that
month to discontinue work on the Island, and that he was
unable to return the bulldozer to Darwin, Logal barge-owners
refused to undertake the trip to the Island because of seasonal
conditionse The Director of Works in Darwin requested
immediate payment of the accrued hiring charges in a letter

to the Company dated 13th November, 1952, The letter also
informed the Company of the rates which would be charged while
the machine was not in use and mentioned a proposal by the
Field Manager for the outright purchase of the machine by the
Commission. A copy of this letter was forwarded to the
Commission with & minute pointing out the unsatisfactory record
of the Company in regard to the payment of hiring charges and
suggesting that the Department would consider favourably an
offer by the Commission to purchase the machine,

181, The Minutes of the Commission contain no record of
‘the Department's suggestion, but the Secretary replied in
Decenber, 1952/January, 1953 informing the Department that the
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Commission was unable 40 purchase the machine. In March, 1954,
when climatic conditions were favourable and the return of the
bulldozer was again under counsideration, inquiries were made
by the General Marager regarding the comparative costs of
purchase and returns Without knowledge of the original
suggestion by the Director of Works, he requested the Dsgartmen‘b
+to nominate a price at which it would be willing to sell the
machinss. The price, £3,500 without rebates for rent paid,
was unsatisfactory, and after the matter had received the
consideration of the Commission appointed in 1953, the
Department was informed in April, 1954, that negotiations for
purchase would be discontinued and that hiring charges would be
paid to the date of return,

182, In the meantime, efforts were being made to return
the bulldozer to the Department of Works in Darwin, It was
thought that the M.V, "Illawarra' would be available to
transport the machine from Marchinbar Island, but repairs to
the vessel which were being undertaken in Cairns delayed its
arrival at the Island until October, 1953, shortly after which
it ;nas damaged in an accident at sea, While the "Tllawarra"
was being repeired, attempts were made to charter another
vessel, but these were unsuccessful. The bulldozer was taken
back to Darwin on the "Illawarra® and finally returned to the
Department of Works on 30th Juns, 195U,

183, The total cost incurred by the Commission for the
hire of the bulldozer amounted to £2,595 of which £1,516 was
payable for the periocd from 1st November, 1952, to 30th June,
1954, during which time the machine was not in use.

18k, In a sbatement submitted to the Committee, Mrs Watson
declared that the contracting company was directed to leave the
bulidozer on Marchinbar Island because the Commission anticipated
that further surveys would be made in Arnhem Land in 1953,

and that the responsibility for leaving the machine on the
Island rested with the Commission. The Minutes of the
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Commission meeting held in January, 1953, record a statement by
the Chairman that he had discussed with the Minister testing
the deposits in Arnhem Land reported by the geologists

who had mode a preliminary survey at the end of 1952., and that
he was awaiting the Minister's reply. The Minister issied a
directive in April, 1953, that the survey was to be closed down
and ‘that the bulldozer was to be returned to Darwin, but as
mentioned sbove, this was not done until 30th June, 1954,

185, The Committee notes that, when related to the amount
of bauxite proved, the cost of the survey was particularly

low in camparison with bmixite testing ventures in other parts
of the world; but considers that the criterion by which the
survey should be judged should take into account the efficiency
with which the survey was organised. The Committee considers,
for reasons set out above, that the Commission did not organise

the survey as efficiently as was possible in the circumstances.
(i1) The M.Ve "Iljawerra®

186, The M.Ve. "Illawarra" was mentioned briefly in the
preceding section of this Report in connection with the Wessel
Islands survey (paragraph 159); its purchase was an integral
part of that venture. The circumstances of its purchase and
the unusual features of its refit and later service provoked
50 much criticism by various witnesses, including the Auditor—
Geners1, that the Commitiee reports the relevant facts in some
details |

187, The Minutes of the Commission reveal that the
Chairman, who was authorised in November, 1951 to seek a suitable
vessel for the survey, reported on 17th January, 1952 that
negotiations had been opened for the purchase of a vessel,
subsequently known as "Illawarra", but that "the Minister was
unwilling to authorise (the purchase of the vessel) until

Cabinet had given its decision on finance", The OCommission
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agreed to the purchase of the vessel at a total cost of
£10,000 including refit, subject to the Minister's approvale
According to the Minutes of the meeting held on 21st February,
1952, the Chairman reported that the Minister had given his
approval and that "Illawarra" had been purchased at a cost

of £6,250. (See paragraph 191). He informed the Commission

that the vessel was undergoing refit and was expected to leave

Sydney in April.

188 The detalls of the purchase are more involved than
the simple story told by the Minutes would suggeste Winen
seeking the vessel in accordance with the Commission's

authority given in November, 1951, Mr. Watson bad used the
services of engineers from G.He & Johe Watson Pby. Litde, a firm
of which he was a Director and which Mr, Dodd had recommended

to0 perform inspection duties for the Commission in May, 1951.
189, 4t the Commission meeting held on 17th January, 1952,
Mre Dodd recommended australasian Civil Engineering Pty. Lid.

for the Wessel Islands survey, stating that the Company "had
within its organisation technical officers skilled in «eees ship
design and purchasing" and the Commission, apart froam Mr, Watson,
decided that the proposed contract with the Company should
embrace the provision of a sultable vessels The Committee
points out that Mr. Wabtson state‘d in evidence that it was

Ge He & Jeiie Watson Pty. Ltde, not sHustralasian Civil Engineering
Pty. Ltds, which employed an officer skilled in ship design and
purchasing,

190 Despite their lack of technical knowledge,
sustralasian Civil Engineering Pty. Ltds, on 22nd Jamary, 1952,
formally offered to arrange the purchase of the vessel "Illawarra!
for the Commission at a price of £6,500 and to submit an estimate
of the cost of conversion, for a fee of F% on total delivered
coste i(Trawling gear was. subseguently removed from the vessel
and the price was reduced to £6,250),. On 2hth Jamary, 1952,
Mre Dodd. replied to hustralasian Civil Engineering Pty. Litd.,
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stating that the vessel had been found suitable afber inspection
by Mre Watson and himself. He enclosed the Commission's

cheque for £6,250 and an order for the purchase of the vessel

in sea~going condition in Sydney Harbour, to be refitted
according to plans and estimates to be submitted, with a proviso
that the cost of refit should not exceed £3,750.

191, The references in the Minutes to Ministerial
approval being obtained for the purchase of "Illawarra" are
difficult to understand, partly because the Minister's approval
was mandatory only for projects estimated to exceed £50,000,

and partly because in evidence Mr, Watson said that he did

not remember seeking approvals Mr, Dodd maintained, when he
was giving evidence, that the Minister's approval was soughi
and obtained verbally by Mr. Watson and that the Minutes
confirmed this. The Committee is of the opinion that some
misunderstanding must have arisen between the Chairman and
Secretary in the matter, but notes that the Minister was
consulted by the Chairman about the general advisability of
undertaking the {lessel Islands survey.

192, although the Commission's omder for purchase and
refit of the vessel was placed with australasian Civil Engineer—
ing Ptys Ltde, the purchase was actually conducted by GeHs & Jele
Watson Pty. Ltde, who on 12th March, 1953, informed the
Secretary that the refit was estimated to cost £5,320. Without
referring the revised estimate to the Conmission, Mr, Dodd
authorised the Company to proceed with the refite GeHe & Johe
Watson Ptys, Ltds. thereupon placed an order with Messrse Wele.
Holmes & Co.. for the works

193 The Committee directs attention to the fact that
tenders were not called either for the purchase of the vessel

or for the refit. Mre Watson attributed the failure to call
tenders to the necessity of securing a suitable vessel in the
short time available and to the scarclty of suituble vessels at

the times but the Committee notes that although "Illawarra" was
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purchased on 24th Januery, 1952, the order for refit was not
placed until 19th March, 19524
194, The orders on Australasian Civil Epgineering Pty.
Ltde for the conduct of the Wessel Islands survey and the
purchase of "Illawarra" required the Company %o comply with the
requirements of the Commonwealth Director of Navigation and
State Navigation Authorities,  Although the services of the
Department of Shipping and Transport were not sought prior to
purchase, Mr, Dodd informed the Deputy Director of Navigation
of the proposed refit of the vessel and the purposes for which
it would be used, and arranged for the contracting Company to
submit the vessel for the Department's survey.
195 The refit did not progress as quickly as the
Commission had expected, and as time progressed the costexceeded
the estimates In spite of the fact that the Secretary claimed
that the Commission was informmed of these rising costs at every
meeting, the Minutes contain no such reference, Furthermore,
when referring to progress reports on ths cost of "Illawarra*,
Mre. Benjamin stated st
"o ees Az far as I am aware no details of the cost.
of getting her to sea were submitted until after the
survey work ceased".
1964 The Minutes do refer, however, to the delay
experienced in cbtaining the certificate of the Director of
Navigation that the vessel was seaworthy. Messrse Watson and
Dodd cleimed that the delay was caused entirely by the Department,.
Mr, Watson stating t=
"eese The Nautical Surveyor could hardly have
delayed the work more effectively if he had seb out with
only this intention in minds eees The attitude of the
Nautical Surveyor was highly unco-operative so mich 8o
that the Seoretary and others were obliged at times to
interview the Deputy Director concerning his demanis sese's
It should be mentioned, however, that the actions of the
Surveyor were supported by his superior officers in the Depart~
ment, In fact, the Prineipal Surveyor of the Dgpartment, who
inspected the vésssl with representatives of G.Hs & Jed. Watson
Pty. Ltds and W.L. Holmes & Co0a., not only agreed with the
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alterations required by the original surveyor but added others.
The performance of the refit was not completely satisfactory
to the Department even after this inspection, and it was not
until 27th August, 1952 that a permit to sail was issued,
It is the opinion of the Committee that Mr. Watson accurately
described the position when he wrote to the General Manager
on 12th June, 1952 i~
"We are probably to blame for not having ascer-~

tained requirements (of the authorities) before purchasing

the vessel',
197, The failure of those responsible to ascertain the
requirements of the Commonwealth Navigation Lct before the
decision to purchase was made involved the chnmiésion in
additional payments of several thousand pounds in order to
make the vessel comply with the requirements of the Navigation
Authorities, Had these requirements been investigated in the
initial stage, it is possible that the vessel would not have
been purchased. There appears to be a clear failure by an
agent to protect the interest of his principal, who did not
choose to hold the agent financially responsibles
198, The final cost of the refit and overhaul, including
the provision of lifeboats, was £15,914 (original estimate
£3,7503 revised estimate £5,320). The Auditor~General has
commented adversely on this cost and directed special attention
%o the cost of repairs to the engine, to the gquantities of
materials used and to the cost of labour.
199, It was suggested that the fitlas engine in "Illawarra
was at best second~hand in 1945, and that it would have been
more economical to have substituted a new engine for that
already installed. In reply to these suggestions, Mr. Watson
submitted a copy of a Statutory Declaration signed by the vendor
of "Illawarra' declaring that the engine in "Illawarra" was
imported in new condition from the United States in 1945 and
had given no serious trouble during the period of ite use, He

also presented figures showing that its replacement would have
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cost £3,063, which was much more than the amount originally
estimated: ag the likely cost of the engine overhauls

200, Regarding materials and wages, the Department of
Shipping and Tpansport advised that the asmount of pine and
copper used in the refit was approximately double what they
would expect to use and that the £960 paid in wages for plunb-
ing was irreconcilable with the work done.

201, It was also suggested that the auxiliary Blackstone
engine originally installed in “Illawarra" had been removed
after purchase and was later repurchased at a cost of £340.
4Lustralasian Oivil Engineering Pty, Ltd., informed the Commissbn
that the auxiliary engine, which had been used for operating

a winch, was at first thought to be unnecessary, but later,
when. the requirements of a cool room were recognised, it was
decided to repurchase it to lighten the load on the main engine
and to avoid rurning the main engine for refrigeration purposes
when the vessel was idle, The value of the engine was
estimated by Mr. Watson at £200 and installation costs at £140.
202, During the voyage from Sydney to Darwin the dtlas
engine did not perform satisfactorily, the Captain of the
vessel stating that the engine 4id not once run for 36 hours
contimiously and only on rare occasions for 24 consecutive
hours, Mr, Watson attributed this to inefficient engineers
and pointed out timt the Engineer-Surveyor issued a clearance
for the vessel after it canpleted trials satisfactorily. This
opinion was also held by a Director of G.H. & J.A. Watson Piy.
Ltde, Mre Burt, who supervised the reconditioning and inspected
the engine at Cairns on the vessel's initial journey north,
203, i After a major breakdown occurred between Marchinbar
Igland and Thursday Island, Mr. Dodd considered taking action
against W.L. Holmes & Coe. for the cost of all repairs required
after the reconditioning performed by that firme As the
contract for refit had been arranged by G.H. & J.A. Watson Pty.

Ltde s Mre Dodd discussed the matter with Mr. Burt, whose viewwas
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that both Companies were free from responsibility after the
vessel was cleared by the Ccmmonwealth Navigation Authorities.
Mrs Burt requested the Cgrrmxission to inform his Campany in
writing whether or not it held G.Hs & J.A. Watson Pty. Litde
regponsible for engine breakdowns, so tmt the position of the
Company could be clarified, Apter discussing the matter with
Mr, Watson and obtaining his approval, Mrs Dodd wrote to G.He &
Jehe Watson Pty. Lide absolving the Company from responsibility
for engine failures which occurred after YIllawarra' left
Sydney.

204, The vessel reached Marchinbar Island on 25th
September, 1952, after which it made two voyages to Thursday
Island for supplies. In December, 1952, it broke down en
ro;.xte to Thursday Island and was towed to the Island, suffering
superficial damage on the voyages In February, 1955, it was
sent to Cairns for an overhaul under the supervision of the
Cairns Harbour Board. This orerhaul, which cost £2,633,

was not completed until September, 1953, when the vessel was
directed to Marchinbar Islands Two weeks after its arrival
it struck a reef while transporting plant and stores to the
mainland,and was towed by a naval vessel to Marchirbar Island
to unioad its cargo, and thence to Darwin, reaching theére on
5th November, 1953,

205 The Commission was faced with the alternmative of
disposing of the vessel as it lay ~ practically a total write~
off - or having 1t repaired so that eguipment, ingluding a
bulldozer, could be shipped from Marchinbar Island to Darwin.
The Conmission chose the latter course, because the removal

of the bulldozer was an urgent matter, and it was thought

that the cost of repairs could be more then recouped in a later
sales "Illawarra" was repaired at a cost of £2,703 anml after
conveying the bulldozer to Darwin was offered for sales Public
tenders were invited and the highest offer, £4,600,was accepted
on 26th July, 1954, .
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206, The total cost of "Illawarra" was £38,756, made up

asg follows &=

£' £'
Purchase Price 6,250
Refit in Sydney 12,84l
Boats and Equipment 34070 22,16h
Repairs = Cairns 2,633
~ Darwin 2,703
Towage =~ ReliaNe 656 5,992
Operating Expenses 10,600
£38,756
207 Although the contract was placed with Australasian

Civil Engineering Pty Ltde and the purchase price of the
vessel was pald to that Company, commission of £1,039 on the.
purchase and refit was pald to G.Hs & Jedle Vatson Ptye Litde.
The apparent confusion in the division of functions between
the two Companies becomes a 1little clearer if the purchase of
"I1lawarra" is viewed as an integral part of the Wessel Islands
survey and. if the work of preparing the vessel for the survey
is regarded as an arrangement in the nature of a sub-contract
between Lustralasian Civil ;Engineeriﬁg Pty, Ltde and GeHe & Jelo
Watson Ptye Litdea

208, The Committee is of the opinion that, although a
proportion of the expenditure on "Illawarra" was necessitated
by uncontrollable Pactors and some benefit was derived from
the vessel, the Commission did not receive sufficient value
for the total expenditure it was forced to incur, However,
the most disturbing featurs of the venture is the lack of
candour(dispiayed by Messrse. Watson and Dodd, who, it would
appear from the Mimtes, failed to provide the Commission with
complete details of the circumstances of purchase and of the

progress and costs of the refit.
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(b) The Seilechtion of a Site

209, There are two dlstinct processes in the production of

aluminium ingots;‘ Phe firet is the alumina process in which

the bauxite ore is treated to extract alumina; +the second, the

reduction process, involves the‘processing of the alumins in a

reduction plant to produce aluminium ingots. The two processes
are nob necessarily or usuallyv performed on the same site.

210, By the Aluminium Industry Act 194k, that was
assented to on 7th December, and ratified the Agreement between
the Comonwealth. and the State of Tasmania, the Commission was
required to esteblish a reduction plant in Tasmanie — mainly
because of the availability there of electric power in
sufficient quantities and at an economic price - bud it was
free to decide where it would build the alumina works.

21l. In the production of aluminium, the reduction process
depends especially upon adequate supplies of electricity.
Because direct current, which cannot be transmitted over long
distances, wasg at the time more econcmical than alternating
current, the Cammission conducted a number of surveys in areas
suggested by the Tasmanian Hydro~Electric Commission as being
suitable for the development of direct current generating
schemess, As a result of these investigations, the Commission
decided, in Jamary, 1947, to erect its combined alumina and
reduction plant at Trevallyn on the Tamar River, approximately
three miles from Launceston and adjacent to the site for a
power station generating direct current. The decision was
subject to a favourable report by the engineering officers of
the Australlan Aluminium Production Commission and the
Tasmanian Hydro-Elettric Commission who were carrying out N
technical examinations on the site,

212, Although the foundation-bearing oualities of the
site were generdlly satisfactory, their examinations revealed

that difficulties would be encountered in providing suitable
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wharf facilities. The problems connected with the construction
of wharves had not been solved by December, 1947, by which. time
objections had been raised to the site because' of its proximity
4o expanding residential areas, Furthermore, the Commission
was infomed of changes in the relative costs of D.C. and N.C.
power, the price differential in favour of D.C. being consider-
ably reduced. Having in mind the wider choice of site
available if £.0. were used, and the unsatisfactory features

of the Trevallyn site, the Commission abandoned its plans for
Trevallyn and appointed a Site Selection Committee to seek a
more suitable locality.

213, In December, 1947, the Commission considered the
possibility of establishing the alumina works at Inverell in
New South Wales, where the existence of large deposits of
‘bauxite had been proveds The Canmission directed two menmbers
of its technical staff to compare the advantages of establish-
ing the alumina plant at Inverell ani' the reduction plant in
Tasmania, with those to be gained fram a combined plant in the
Tamar district of Northern Tasmanies They reported to the
Cammission in May, 19L8, that it would be more economical to
produce alumina at Inverell if Inverell ore exclusively were
used, but that there would be little or no advantage if use was
made of other ore, Australian or foreign, ' For this reason and
because of defence considerations, the value of a unified plant
and administration, and the greater flexibility of operating
from a seaboard site, the Comnission rejected the Inverell
proposals

21k In February, 1948, the Site Selection Canmittee
recommended the construction of eilther the reduction plant or
a combined plant at Native Point on the Tamr River, sixteen
miles north of Launceston, However, tesis conducted by
technical officers of the Camission aml a cansuliing engineer
revealed that the foundation-bearing qualities of the site were

unsatisfactorye Further surveys were made until March, 1949,
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_ when alternative localitiss were recommended to the Commission,

one. at Windermere, 15 miles north of Launceston, the other at
Bell Bay, some 20 miles north of Windermere. On both sites
ample space wes available and adequate wharf facilities could
be provided, and tests revealed that the subsoils were in
both cages suitable for the necessary foundations..

2154 Because of oriticism made to the Cammitiee during the
course of its Inquiry to the effect that the Bell Bay site was
geologically unsuiteble for the establishment of a reduction
plant, the Committee draws attention to the fact that
comprehensive tests were made of the geological structure of
the Bell Bay site, and indeed, of all the sites considered
suitable, before any irrevcocable decisions regarding sites were
mades

126, A Bub-Committee of the Commission appointed to
investigate the economics of production on both sites reported
that its estimates showed a margin of £25,000 per annum in
favourof Bell Bay, mainly because it was accessible to deep sea
shipping, whereas ships over 8,000 tons could not navigate the
Tamar River as far south as Windermere, The only disadvantage
associated with Bell Bay was the absence of rail transport ~ the
nearest station bei:ng 25 miles distant - but the Commission was
advised by local authorities and marine consultants that it
could be overcane by using barge transport between the site and
Launceston.

217, After full consideration of all relevant factors,
particularly the availability of adequate power and water
supplies, the Cammission on 24th March, 1949, decided upon Bell
Bay as the site for both the alumina and reduction plants and
dmediately informed the Minister and State Premier of its
decision,

218, The acquisition of the site at Bell Bay was pro-
claimed in the Canmonwealth Gazette on 27th October, 1949, and

by the end of that year work on the site had commencede
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CHAPTER VI

ESTIMATES OF THE COST OF THE PROJECT

219, The Committee devoted much time to examining the
several estimates of the cost of the project made by or on
behalf of the Commission, It did this for a number of reasons:-

(a) because the accuracy of the estimates of cost,
especially the later ones, is directly affected
by the efficiency and accuracy of the accounting
gystem generally (the accounting system is dis-
cussed in more detail later, in Chapter VII);

(1) because the successive estimates that were made
show clearly the difficulties assoclated with a
large-scale ploneering project such as the Bell

- Bay aluminium works;

(c) because the problem of the responsibility of a
statutory body such as the Commission, and in
particular of the Chairman of %hat body, to the
Minister, is aptly illustrated in connection
with the estimates of the cogt of the project;
and

(a) because the authority of the Parlisment is much
diminished when it is unable %o consider, in
authorising further expenditure, accurate esti-
mates of the cost of the project.

220, The lack of accuracy in the various estimates of
the full cost of the project is a theme that runs right through
this section of the Report and must be ascribed, in different

stages of the development of the project, to different causes.
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(a) The Barlier Batimetes of the
Cost of the Project

221, The first auvthoritative estimate appears to be
that made by Sir Ronald Charles who, at the request of the
Gommonwealth Government, drew up & report on the subject in May,
1941,  The report was based on & plant to produce 5,000 tons of
aluminium per annum and estimated the cost of the alumina
factory at £500,000 and the smelter at £1,000,000. Although
this report sets out the major items of plant required for the
project, itemised costs were not given,

222, After considering the foregoing report, the
Government. in 1943 decided, as s matier of policy, to enter into
an agreement with the Government of Tasmenia to proceed with the
manufacture of ingot aluminium in Avatralia, preferably frox.n
Augtralian bauxite, each Government contributing 21,500,000,
223, Official inguiries were made overseas from that
time on, direcied both to deciding upon the type of plant to be
installed and to meking a further estimate of total cost, It
was discovered, during talks with local aluminiuvm interests,
that a plant producing 5,000 tons of aluminium a year would not
meet requirements‘ and therefore estimates for a plant to produce
10,000 tons a year were prepared,

224, In 1943, Messrs, A.J. Keast and H, Hey (losned
respectively from Zinc Corporation and Electrolytic Zinc
Company) visited Canada and the United Kingdom at the request of
the Commonwealth Goverament, With information supplied by the
British Aluminium Coy,, they estimated that the plant alone,
excluding such items as operating capital, general stores and
spares, bauxite surveys, wharf, coal depot and housing, would
cost some £2,250,000. It was increased by the Department of
Supply and Shipping to £3,000,000 to take account of most of
those items except housing, although the estimate specifically
did not relate to any particular site, Further details of the

egtimate can be found in Appendix No, 1I.
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225.. This estimate appears to have provided the basis
for the financial provisions of the Aluminium Industry Act 194l
which validated the Agreement between the Commonwealth and the
state of Tasmania.

226, In 1946, the Dorr Company of New York produced a
report which put the cost of a reduction plant to produce
10,000 tone of aluminiwm per annum at $lt,765,000, which at the
current rate of exchange amoun'bed to £A1,489,900,

227. In February, 1947, the Australian Aluminium
Production Commission appointed a Commitiee of BExamination to
investigate the estimated capital cost of the project. The
Committee consisted of a Deputy Menmber of the Commission, two of
its technical officers and a Commonwealth officer (who later
becaeme the Commission's Chief BEngineer).

228, This Committee put the estimate at £2,822,000,
Later in 1947, the estimate was revised to £2,940,000,

(v) The Bstimate of £7,250,000
185152

229, In November, 1948, the projected plant capacity
was increased from 10,000 tons to 13,000 tons a year, and in
1949, as described in Chapter V of the Report, Bell Bay was
selected, after much investigation, as the site for a combined
alumina and reduction factory.

230, During 1950, the detailed features of the site
were ascertained and it became clear that the rising level of
costs and the need to provide for additional major items in the
project made the 1947 estimate inadequate.. The Commission
directed that a revised estimate be prepared in February, 1950,
and the then Minister for Supply was informed of the Commission's
decision, The Chief Engineer commenced the preparation of a

fresh estimate in the latter half of 1950, and it was completed
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in June, 1951, Although the engineering plans and specifica-
tions were far from complete, the estimate was intended to
provide a complete picture, For that reason, an amount of’
£1, 86,000 was inciuded for working capital and development
expenses, and the estimate smounted to 26,865,000, based on
costs in Janvary, 1951.

231, In September, 1951, the estimate of £6,865,000
wag submitted to the Minister, and two months later an amount
of £385,000 was added to cover further possible price rises.
Thus the total amount was set at £7,250,000, The submission
incorrectly referrved to the estimate as being at and based upon
current price levels: it was actually based upon price levels
and costs in Janvary, 1951, and by the time the eatimate was
presented to the Minister in September, prices and costs had
moved rapidly upward, and therefore the amount of additional
funds to be provided was already inadeguate, Details of the
estimate are included in Appendix No. 11,

232, The Committee notes that the Minister had not been
kept continually informed of the probable cost of the project,
and in a letter dated 7th August, 1953 to the Chairman of the
Commission, he said s~

"On September 21, 1951 the Commission, out of the
blue as it were, wrote to me stating that the estimated
cost of bringing the Project into production, including
working capital, was now £6 ,865,000 instead of &3
million, saying ~ “this figure will be exceeded if costs
continue to rise as appears likely". Less than two
months later the Cormission revised this figure and
increased it to £7,250,000, which meant that the
Commission. was asking for an appropriation of £AL,250 000
in addition to the £3 million. originally granted,

During the detailed discussions which ook place
between the Chairman, the Secretary, Mr, Nette and myself
when we drafted the Cabinet Agendum seeking this
additional appropriation, I specially asked whether
£l, 250,000 would be sufficient to bring the Project into
production, and was told that, as far as could be esti~
mated, this sum would be sufficient. Paragraph 10 of
the Agendum uses the words "present day costs™, but it
also includes an item of £385,000 as the "estimated
margin to cover further price rises", Nowhere in the
Agendum is there any suggestion of the possibility that
large additional funds would be needed, and T have no

doubt that, in advising me, these gentlemen believed that
the sum asked for would be approximately sufficient, ..."
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233, The Government considered the position In
December, 1951. This led to a review of the Agreement between
the Commonwealth and the State of Tasmania, the negotiation of
which. took some time. . The Tasmanian Government indicated that
it could no longér afford to retain its financial interest at
half the total cost of the undertaking, Accordingly, the
Agreement had to be altered and this led to a change in the
‘mmber of Members of the Commission and the relative represen—
tation of the Commonwealth and Tasmanian Governments, The
amending Commonwealth legisla’c:l.on’E authorised the expenditure
of a further 84,250,000 on the project and brought the total
amount providéd by the two Govermnments to £7,250,000, lrcluding
the £1,500,000,that has been made availsble by the Tasmanian
Government,
23, At this stage there were many sections of the
work for which designs had either not beem commenced or were as
yet incomplete, such as the alumina plant, final drawings for
which were not commenced until mid-1951. But in addition to
the inaccuracies in estimating caused by incomplete designs,
thé Committee draws attention to such unstable and unpredictable
economic factors as :-
(a) the shortage of and delays in shipping;
(v) the shortage of essential supplies, e.g. steel,
cement and tinbery
(e) the inflationary condition of the economy,
including such factors as the absence of any
stable wage or price level and the continual ’
rise in costs of labour and material;
(a) the consequential rapid turnover of labour during
this period of full employment.
235.. It seems to the Committee that the error in esti-~

mating occurred not so much on the technical side as in. the

= Act No. 16 of 1952, passed by the Commonwealth Parliament in
May, 1952 and proclaimed in Oetober, 1952,
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interpretation of the economic conditions of the time*.‘ It
observes that while, in the first place, the error was a result
of the lack of appreciation of the economic conditions by the
Chief Engineer (Mr, Leckey), it was the responsibility of the.
Commission itself to consider the broader aspec'l_‘.s of the esti~
mete that had been made; and it regards the failure to report
on the cost basis of the estimate to the Minister as unfortunate.
Nevertheless, the Committee appreciates tlpe difficulty of making
any firm estimate at the time, and the unsatisfactory character
of any estimates that attempted to include an allowance for
increases in general costs,

236, The Committee points out that because of the error
in estimating, the Government was not in a position to consider
the problem of the Australian Aluminium Production Commission in
its true 1light, and therefore could not present to the Parlia-

ment a proper assessment of the Commission's need for further

funds,
(¢) The Estimate of £10,000,000
1952-53
257 In March, 1952, the General Manager instructed the

Chief Engineer (Mr. Leckey) to make a fresh estimate of the
total cost of the project. The Chief Engineer not having
produced an estimate by May, the General Manager and the Sydney
Accountant (Mr, Robertson) made a broad estimate of the total
amount required, which it was said was given to the Chairman of
the Commission, Mr, Watson, on the eve of his departure for
England, Mr, Watson contested this statement and said that if
the estimate were so made it would have been gquite useless,

because it was unsupported by essential data, The estimate

% See Appendix No. 12,
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mentioned by the General Manager and the Sydney Accountant
indicated that the cost would be between nine and ten million
pounds,

238, At its meeting in October, 1952, the Commission
was informed that the £7,250,000 made available by the Common-
wealth and Tasmanian Governments would be insufficient to
complete the plant; 1t requested information as to the final
estimated co_st of the project, The relevant Minute reads :-

",.,.. The Chairman advised that this matter was
receiving concentrated attention but that the estimates
were not yet at a stage where they could be submitted to
the Commission as firm figures, The General Manager
advised that it was expected that the estimates would be
ready in final form in approximately three weeks' time,
All sections of' the staff were seized with the import-~
ance of this work,

The Conmission directed that the estimates when
submitted should provide an adequate comparison with the
previous estimate, details of increases and reasons there~
for, and other information as listed in a questionnaire
prepared by Mr, Hibberd, A special meeting to discuss
the financial position would be held in Melbourne at
9 a.m, on the 3lat October,

The Commission further decided that while the
Commonwealth and State Governments would be advised as
quickly as possible of any increase in the estimated cost
of ‘the plant, it was advisable to keep the discussions
conf'idential at the moment, as the tentative information
was too inadequate to warrant disclosure to the Minister
at the present stage. The position should, however, be
clear following the special meeting at the end of
October",
239., The Commission advised the Minister orally through
its Chairman that funds additional to the appropriation of
87,250,000 would be required to complete the project, whereupon
the Minigter intimated that he would attend the meeting of the
Commission to be held in January, 1953, to discover from the
Commission the real position,
240, The General Manager submitted an almost final
revision of the estimates to the meeting of the Commission held
in Sydney on 28th January, 1953, the meeting at which the
Minister was present, The relevant Minute of the Commission

reads as follows :~
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"Phe @General Manager submitted revised estimates
of capital cost, showing that the amount to complete the
plant at prices of Jamuary, 1953 was £9,525,000,

Working capital, cost of housing and bauxite investiga-
tions brought the total to £11,468,000 of which £295,000
could be saved by modifications and deferments of non~
essential sections. Any delay in the startlng-up date
at %urrent prices would cost an additional £16,000 per
month,

The Commission considered the estimates and
supporting documents and prepared an amended statement
allowing for the proposed sevings, and assuming that
£500,000 would be available by way of bank overdraft for
financing production operations until the industry be~
came. self-financing, The capital cost under these
conditions was reduced to £10,638,000,

The discussion was. adjourned.

The Conmigsion resumed its discussions on Capitel
Estimates, and agreed that to give the Minister full in-
formation, an analysis of expenditure on the lines
drafted by Mr, Scott should proceed, Mr, Scott under-
took to pursue this in conference with Comission
of'ficers on Thursday wmorning, 29th January, and for this
purpose his further attendance at the meeting was
excused,

Decided that the draft report to the Minister be
prepared for consideration at the Commission's next
meeting".

241, In March, 1953, the complete revised estimate of
£10,500,000 was presented to the Minister with a detailed
explanation of the increase over the previous estimate of
£7,250,000%,

242, It should be pointed out that this revised esti-
mate represented a substantial reduction on successive estimates
submitted by the General Manager to the Commission, the highest
of which, submitted fto the meeting of the Commission held in
November, 1952, emounted o some £11,500,000,

243, The Comnittee heard evidence from the former
Chairman of the Commission, Mr, G.H, Watson, concerning the

revision of the estimate of total cost that fook place in 1952,

‘ Although. Mr, Watson denied that prior fo his departure for

England in July, 1952 he had been told by the General Manager of

the upward revision of the estimate of total cost that appeared

¥ For details of the estimate, see Appendix No,1l, and for the
items in which en increase took place, see Appendix No, 12.
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to be inevitable, he admitted that he had told the Secretary of
his concern at the upward trend and had directed an urgent
examination of‘ the figures, Bearing in mind all the informa-
tion it was able to obtain, the Committee is of' the opinion that
Mr, Watson must have hed some misgivings over the correctness of
the estimate of £7,250,000 before he went to England - and if
that were the case he had a clear duty to inform the Minister
immediately of the changed position,

2Uky, The Committee regards Mr, Watson's actions in this
matter, both towards the Minister and the Committee, as somewhat
aisgingenuous,

245, Furthermore, the Committee noted that although the
Commission decided, at meetings held in October and December of
1952, that the Commonwealth and State Governments should be
advised as quickly as possible of any increase in the estimate
of total cost, it also decided that its discussions were,
pending the compilation of more reliable data, to be treated as
confidential, The Committee has noted the Minute (quoted in
paragraph 238 above) of the Commission's discussion in October,
and adds the following Minute of the Commission meeting held in
December, 1952 :- )

"The Commission agreed that while the Estimates in
£inal form should be presented to the Minister as early
as possible, they must first be acceptable to all Members
and thoroughly supported. In view of amendments and
further information now wanted, there was little prospect
of placing the Report before the Minister this month.

It was therefore decided to finalise the matter at a
meeting to be held early in January, 1953, Meanwhile

it was agreed that the subject be treated as confidenw
ial, uniess the M

linigter sought informstion, when he.
should be informed of the pogition as now estimafed

subject to further examination',

246, The Members of the Commission were obviously in a

dilemma during the last gquarter of 1952: ‘their Auty under the
Act was "to keep the Minister continually informed of its

operations" (section 14); but at the same time they desired,
especially in view of the recently submitied estimate of total

cost that now appeared to fall so far short of the probable



4

- 91 -

,.

"}:d‘b-él cost, not to provide him with andther estimate that also

could prove to bé substantially inaccurate, It may ve diffi-
cult to see what other course the Commission could have adopted,
but the Committee counsiders it did not take sufficient steps to
keep the Minister informed of the position,. The Committes also
observes that because the then Chairmen was smarting under the
pungent gomments made by the Minister in regard to the
Commission's estimates of capital cost, and described in Mr,
Watson's letter to Mr, Keast of 15th January, 1953,‘JE an atmos-
phere was created rendering informal communications still less

easy to make,

(4) Over-Gommitment by the Commission

247, The 194l Acts of the Commonwealth and Tasmanian
Parlisments appropriated a total of £3,000,000 for the purpose
of the Australian Aluminium Production Commission, of which.
£1,206,000 had been spent by 30th June, 1951, Conmitments
entered into, at the same date, amounted to a further
£1,927,000, so that the actual expenditure, added to comitments
entered into by the Commission, amounted to £3,133,000, or
£133,000 above the expenditure of £3,000,000 authorized by the
194) Acts,

248, The Solicitor-General advised the Committee that
in the system of responsible govermment established under the
Commonwealth of Australia Constitution Aet 1901, the Executive
Govermment may, by virtue éf statute or otherwise, have power to
enter into a particular contract, The fact that the contract
involves the expenditure of public funds in excess of or in

advance of Parlismentary appropriation will not, as a2 matter of

# The Committee has noted the correspondence between Mr. Watson
and Mr, Keast at this time, relating to estimates of the
cost of the project,’
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‘J:aw; of itselP invalidate the contract, Assuming that the

) Minister, in the exercise of this power of the Executive

Government, could approve the making of such a contract by the
Commission, he could in this case have authorised the Comnission
to continue to incur commitments in excess of the appropriation
of £3,000,000, in anticipation of obtaining the Parliament's
approval for the additional amount®,

249, . Actually, the Commission did not expend moré than
had. been appropriated by the Parliament, The Committee noted,
however, that it was not until October, 1952, when the Aluminium
Industry Act 1952 was proclaimed, that a further appropriation
of £h,250,000 was authorized and that the Commission was able to
honour fully commitments it had entered into,

® This important issue is discussed irn gome detall in the
Comniittee's Bighteenth Report, paragraphs 80-91. The.
Committee has not, however, considered or sought advice
upon, the posi‘bion of the Tasmanian -Government,
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CHAPTER' _ VIT

THE. 4CCOUNTS OF THE COMMISSION

(2) History of the control of the Accounts

A 250, During the period 1945-1948 the Caumission's main
activities were surveys of bauxite deposits and inveatigation
of the design and structure of an aluminium works, The
aceounting transactions were small and were controlled from the
Head Office at Sydney, which used the Dgpartment of Munitions
as its agents In December, 1946, the Secretary of the
Commission (Mre Dodd) was appointed Authorising and Certifying
Officer under the Audit 4Lcet and thus was empowered to authorise
expenditure on behalf of the Australian Aluminijum Production
Canmission, subject to the accounting rules laid down under
- the Audit Het and Tpeasury Regulations, As from that date,
the Canmission set up its own system of accounts, and claims
" for payment were submitted by the Commission dirvect to the
Sub~Treasury, Sydney.
251, On 27th August, 1948, with the need for a bark
account in Tasmania near the site ofthe projected factory, an
advance account with a limit of £800 was opened at the
Camnonwealth Bank, Leunceston™, which the Field Engineer, Mr.
McDowell, was authorised to operate for the payment of wages.
In May, 1951, that account was closed and, with the approval of
the Commonwealth Treasury, a new one was opened with the
v Launceston Branch of the Commercial Bank of Australia, because
it provided banking facilities at George Town which is situated
much closer to Bell Bay than Leunceston. Expenditure through

this advance account rose rapidly as the work on the Beill Bay

#* Mr, McDowell had operated an advance acccount when conducting
the survey at Inverell in 1947 and 1948, and when he
returned to Tasmania in 1948, he was authorised to operate
the advance account mentioned,
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""éi‘be gained momentum, the maximum permitted advance at the

following dates being :»-

. £,
June, 1950 1,500
1951 30,000
1952 130,000
2524 In August, 1950, Mr, Matterson was transferred by

the Commission from Sydney to Launceston as Accountant ard
Administrative Offioer. In April, 1951, the Launceston Office
was closed, and the local administrative organisation was set
up in Bell Bay; the Commission agreed in its Minute No, 690
of 17th April, 1951 &~

"eese that the Commission's accounting be central-
ised in Melbourre pending the completion of the permanent
administrative of fices at Bell Bay, the accounts functions
now carried out at Head Office in Sydrey to be removed to
Melbourne at a convenient time as arranged between the
General Manager and the Secretary,

In view of the reatrictions imposed by the Treasury
accounting system on commercial operations it was agreed
that an amendment to the 4ct be sought at the earliest
practicable date, to enable the Commission to handle its
accounts wholly on a coammercial basis, Meanwhile the
central accounts esystem in Melbourne should be made as
flexible as possible,

Decided also that the Secretary remain in Sydney to
exercise Head Office functions and an overall conirol of
accounts as required by the present Treasury system".

253 The position of Chief Accountant was created and
advertised in July, 1951. An appointment was made bub the.
appointee withdrew before taking up office, and eventually,
after further advertisements, the services of Mp, Wilmshurst
were secured in Jammary, 1952. He took up his office at Bell
Bay and held 1t until 29th September, 1952, when Mr, Conde was
appointeds  Mr, Conde resigned on 15th September, 1954, and
was succeeded by Mr. Badman as Business Manager (see Appendix
Noe 13 for outline Organisation charts).

25 From its inception until 30th June, 1953, a Tpust
Account was operated for the funds of the Commission, in
pursuance of section 12 of the Aluminium Industry Act, 19k,

The Cammission mede repeated representations to the Tpeasury for
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“permission to operate an ordinary bank account and to use a

cammercial accounting system; but the Treasury ruled that
‘because, under the Aluminium Industry Lct, a Trust Account

had been established, the Audit Lct and Treasury Regulations
should apply to operations upon ite 48 mentioned above, the
Secretary was appointed Authorising and Certifying Officer in
December, 1946, and had his headquarters in Sydney.

2554 In Aprili, 1951, the Commission decided that the
accounts should be moved to Melbourne; but they remained in
Sydney under the céntrol of the Secretary (Mr, Dodd) for a

year longers In April, 1952, the ledgers and the work of
preparing the financial statements were talken to Bell Bay.
Until March, 1953, the main fund of the Commission was retained
in Sydney, when it was transferred to Melbourne with the Head
Offices In view of the discussion earlier in the Report
concerning the Wessel Islands survey, 1t is worth recording at
this point that the books of that survey, also, were kept in
the Head Office until the end of 1953, and were then transferred
to Bell Bay.

256, The following figures show the way in which,
inerezsingly from 1951-52, the expenditure of the Commission
was made through the Tagmanian office rather than through the
Head Office, even though the main fund was retained at the Head

Office until the end of 1953 :-

Expenditure from : Tobal
Head Office . Tagmanian
£1000 Office £'000
£000

1949-50 ' 334 ‘ 15 3L9
1950-51 52 221 573
1951~52 ‘ 1,388 - 1,322 2,710
1952~53 - 579 1,825 ‘ 2,40l
1953-54 i 364 2,061 ‘ 2,425
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" 257, The following Minutes of the Commission are quoted

in oxder to record the responsibilities for its accounts as the
Commission allocated them $-
Mimite No, 386 of 8th July, 1949

Phe. Commigsion directed that following the transfer
of Mr. Boyd to Launceston, the Sgcretary should exercise,
as Authorising and Certifying Officer, full control of the
Commission's accounting system, and that accounts prepared
for payment should no longer be submitted to the Chairman
or his representative as required by its Minute of the 9th
Meeting of 27th Jamuary, 1947.

Minute No, 8 of 20th April 9]

In regard to clerical and accounting services, the
Commission directed that these matters be administered
by the Secretary, who should be responsible for the
engagement of staff and the installation of systems to
give the necessary asdistance to the technical sections
and adequate financial control, Po do this the Secretary x
should visit the Melbourne and Launceston offices regularly
and should also take steps to close the Launceston office
and transfer its activities to Bell Bay as early as
practicable,

Minute No, 690 of 17th fipri has already been quoted
above (at paragroph 250)e

Minute No, 960 of 21st July, 1952

It was noted that the accounts and stores
organisation now set up at Bell Bay was providing a more
adequate check on stores accounting and recording, that
arrears were being overtaken steadily, and that the
1951-52 accounts should not be so long delayed.

Minute No, 1042 of kLth December, 1952
The General Manager submltted recommendations by the
Chief Accountant for re-organisation of the Accounting and
Stores Sections at Bell Bay. These were considered, it
being noted that the organisation provided Pfor present.
requirements and was adaptable to fluctuations as they
would occur from time to time during the construction period
No permanent positions were being established.
2584 With the appointment of a General Manager in
February, 1951, the place from which the accounting system was
to be controlled became a live issuc.. The Secretary considered
that control should stay with the Head OFffice in Sydney, the
General Manager that it should be transferred 1o Bell Bay. The
ensuing conflict is recorded by the Committee as a typical

example of the differcnces that arose between various menbers of

# There is 1little evidence to show that this direction was
observed.
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the staff and to indicate the loss of efficiency that resulted.
259, Mr, Dodd, Secretary of the Commission, told the
Committee that he had been responsible for the accounts up to
¢he date of Mr. Wilmshurst's appointment as Chief Accountant,
Tasmania, on 1yth January, 1952, and that, thereafter, his
responsibility ceased $=

"For all practical purposes, my control as

Authorising end Certifying Officer over stores accomunting

ended, as with general accounting, on the appointment of

a Chief” Accountant in Jamary, 1952. But for months

previcusly, &ll accounting controls at Bell Bay were

exercisable by me only to the extent permitted by the

General Manager',

260, On the other hand, the General Manager, Mr. Keast,
saild that during 1951 he had been unable to teke control of the
accounts because they remained in the hands of the Secretary in
Sydney and only in April, 1952, by which time they were seriously
in aprrears, was he able to assume complete control of and
responsibi 1ity for thems, The Chairman (Mr. Watson) said that
from February, 1951 (the date of Mr., Keast's appointment) the
General Manager had wanted to take over control of the accounts
at Bell Bay, He himself agreed that “ultimately, but only at
the appropriate time, the best organisation would be to transfer
all the main accounting functions to Bell Bay where the money
was principally being spent" ;" but he considered that the
arreaprs should first be overtaken, and only acceded to Mr.
Keast's demands under some pressure, in April, 1952,

261, The difficulties to which this uncertain situation
gave rise are aptly illustrated by the following passage from
the statement of Mr. Matterson, Accountant at Bell Bay and up

to the appointment of Mr, Wilmshurst in Januery, 1952, the
senior accounting officer at Bell Bay :=-

. "In February, 1951, I gained the information from
newspapers. that a General Manager had been appointed to
the Commissions Mr, Keast arrived at the Launceston
Office later in the month and introduced himself as the
General Manager, T waited a few weeks expecting to be
advised by the Secretary as to where my responsibilities
would be following upon the appointment of the General
Managers. My responsibility for the Launceston O0ffice up

to this time had been directly to Mr, H.A. Dodd as
Secretary, :
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Having failed to receive any advice from the
Secretary, I approached Mr. Keast on one of his subsequent
vieits and in the presence of the late Mr. A.E. Woodall
and Mre G.W. Leckey, Chief Engineer, I was informed my
immediate responsibility for the Launceston Office would
be to Mpr. J.W. Debenham as Resident Engineer who was to
be regarded as the Senior Officer in Tasmania. Through
Mr, Debenham, I was to be responsible to him as General
Managers 1" world, however, for the time being continue
to look to Mr, Dodd for direction in Accounting matters.

I thus continued to correspond with Mr, Dodd in all
accounting matters and address queries 0 hims

In April, 1951, at Mr. Keast's direction the
Launceston Office was closed and I moved to Bell Bay.

At this time Mr. Keast commenced regular visits
t0 Bell Bay, and also gradually btook more and more active
interest in the accounting organisation. A%t his
direction accounting matters were referred bo hims He
would give a decision or request the matter be referred
to the Secretary. The practice of referring Accounting
matters to Mr. Keast arose as the result of the Secretary
being situated so far_away in Sydney and his most
infrequent visits to Bell Bay, As the tempo of
construction work deaily increased the need for immediate
decisions for higher authority on accounting matters
became paramount, and Mr. Keast readily filled this need".
2624 It seems, from the evidence given by Mr., Wilmshurst,
Chief Accountant at Bell Bay between January and Septenber,
1952, that during 1952 some clear lines of authority were being
settled at last, even if the means of their establishment was
not wholly satisfactory :~
"Upon taking up duty, I was under the early
impression that I wes responsible immediately to the
Secretary, but I was soon left in no doubt that such was
not the case, I was informed that I should regard
Mr., Dodd as the Secretary to the Commissioners, not the
Secretary of the Commission, and that henceforth I was %o
be responsible only to the General Manager".
263, The Committee notes that when the accounts were
transferred to Bell Bay, they were transferred in the middle of
the monthe The Senior Finance Inspector of the Commission,
Mre Viret, aptly comments that "no Accountant should have made
this transfer in the middle of the month and it was no surprise
to me that various errors were perpetrated" only to be adjusted.
months later.
26le The Committee considers that the then Commission,
and in particwlar its Chairman, were primerily responsible for

permitting this fantastic situation to develop and draws
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attention to the fact that it took more than eilghteen months
to bring order to the accounts. The steps taken are noted
belows,
2654 While he was Chief Accountant, Mr, Wilmshurst
attempted to remedy the position by preparing a report on the
requirements for a satisfactory costing system and by
endeavruring to catch up sane of the arrears in the ledger
and plant tudget cards after their transfer from Sydney in
April, 1952,
2664 Some indication of the state of affairs with which
the Accounting staff was grappling during 1952 is given by the
description presented to the Committee in the course of a
statement by the Senior Finance Inspector, Mr, Viret :-
"There is no shadow of doubt but that the accounts,
costing and stores positions were deplorable when I came
to Bell Bay in Decenber, 1951 Everything was in
arrears - the 1950~51 Balance Sheet was at a complete
standstill, creditors claims to the extent of some 2,000
were strewn everywhere without any attempt at control,
the Stores Clerks were attempting to maintain Stores
Records in a manner which ndbody appeared to unierstand,.
& very inadequate costing system was very much in arrears .
and the general office appeared to be toiling along
listlessly",
267, The OCommittee now turns to indicate the differing
efforts that were made fram time to time to put the accounts in.
order in each of the several fields. In the following
paragraphs a brief acoount is given of the institution of a
suitable stores system, of a system of machine ledger—posting,
of the overtaking of the arrears, and of the attempt to
rationalise the uncosted expenditures which gave rise, in the
latter half of 1953, to the various statements made by Mr,
Storey. The lack of a system of accounting is dealt with in
section (b) of this Chapter and the stores system in section
()3 the neglect to appoint an internal auditor was discussed
in paragraphs 82-85,.
268, The person in charge of stores had to face an
enormous. increase in stores work during 1951-52, The occupant.

of the position of Stores Superintendent during the first half
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of 1952, Mr, Green, was unable to cope with the work and to
institute a proper system of stores control, and in October,
1952, was replaced by Mrs Wheeler, In a short time the system
wag completely re-orgaenised, and the stores system has since
operated, in the opinion of all the witnesses guestionsd on
this matter, with complete efficiency. The Auditor-General
has indicated that he also is satisfied with the stores system
now in operation, (For further details, see section (c) of
this Chapter).

269 Mr. Conde, the second Chief Accountant appointed by
the Commission, took up office in October, 1952, and
energetically set about the task of bringing the accounts of the
Commission into some order. When he took up office, no formal
statement of duties was available to him and no written
instructions vere issued, He set about overtaking arrears in
postings and payments, took steps to see that the stores control
position was corrected, proceeded to introduce proper safe-
guards over the incurring of expenditure and the custody of
funds and sought to institute an adequatevcos‘bing system,
including the allocation of all costs to job numbers,

2706 The 1952-53 ledgers were transferred to a machine-
posting system and from October, 1952 onwards, monthly trial
balances have been extracted and presented to the Conmissions
Further, the expenditure incurred by the Commission after 30%h
June, 1952, was dissected on a more sati‘sfactory basis into
both cost classific ations and job numbers, in order that as
the production phase commenced, the costs of construction
could properly be allocated,

271, However, the dissection of the expenditure for the
year 1952-53 just dexcribed left unsolved the problem of the
expenditure of the Cammission prior to that dates When the
books were transferred from Sydney to Bell Bay in April, 1952,
it was found that they had been written up only to 30th June,
1951, and it was not until the advent of Mr. Conde in October,
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1952, that any serious inroad was made on the arrears. in
order to overtake the arrears in posting for 1951-52 it was
arpanged that the Bell Bay Accountant should be set free to
concentrate wholly on that objectivee. Not until September
1953, were the accounts for 1951~52 finally posted, end in that
m