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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 trans-
mitted to the Houses of' the Parliament
by the Auditor-General in pursuance of
sub-section (1.) of section fifty-three
of the Audit Act 1901-1957;

(b) %o report to both Houses of the Parliament,
with such comment as it thinks fit, any
items or matters in those accounts,
statements and reports, or any circum~
stances connected with them, to which
the Committee is of the opinion that the
attention of the Parliament should be
directed;

(e) to report to both Houses of the Parliament
any alteration which the Committee thinks
desirable in the form of the public accounts
or in the method of keeping them, or in
the mode of receipt, control, issue or
payment of public moneys; and

(4) o inguire into any gquestion in connexion
with the public accomnts 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 are assigned to the
Comnittee by Joint Standing Orders approved by both
Houses of the Parliament.



JOINT COMMITTEE OF PUBLIC ACCOUNTS

THIRTY-NINTH REPORT

PROJEOT 590 - S7. MARYS

During 1957 the cost, and matters relating
to the cost, of constructing a Munitions Filling factory
at 8%. Marys, about 23 miles from Sydney, aroused con~
siderable controversy. The subject of critical refer-
ences in the Reports of the Avditor-General for the
years ended 30th June, 1956, and 30th June, 1957, the
project has been debated in the Houses of the Parliament
and for some time vas a topic of major public interest.

2. The coapleted factory comprises 508 build-  Official
ings with a %otal floor area of 1,300,000 square feet. opening
The buildings vary in area from 100 square feet to one ‘brochure
of 148,000 square feet and two othsrs of 125,000 squave "8,

feet each. 333 of the buildings are new and 175 are Marys
reconditioned buildings which formed part of the old Munition
8t. Marys' wartime factory. Factory't,
3. The factory area is 62 sguare miles and

about 27 miles of security fence encircle it, Construct-
ion work included 20 miles of roadway, 4 to 5 miles of
cleanways, 11 miles of railway, some 90 miles of piping,
L bridges, and two reservoirs storing 1,150,000 gallons

of water; 1,500,000 cubic yards of earth were excavated
and 115,000 cubic yards of cmcrete poured.

L. Disregarding preliminary investigations, Special
the starting point of Project 590 was a letter dated Report on
10th January, 1955, in which the Department of Defence Project
Production requested the architectural firm of Messrs. 590 by
Stephenson and 'urner to censider a proposal to submit “.D. 8eot-

a report on the practicability of building a munitions & Co.
filling and assembly Tactory at St. Marys. The proposal pty, Litd..
envisaged the preparation of plans and an estimate of Section
cost for consideration by the Commonwealth Goverrment B page 1,
early in May, 1955.. The letter also pointed out that,

in the event of the Govermment approving the proposal,

it vas intended that the factory should be canpleted

and ready for operation by 31st Decenber, 1957.

5e Messrs. Stephenson and Turner submitted a Ibid,
comprehensive report to the Department of Defence Section
Production on 20th April, 1955.  Amongst other things B pages
they said that it would be possible to complete the 2 & 3.

proposed project by the end of 1957 provided a full
release was received by 1st June, 1955.. They estimated
the cost at £23,200,000, which inclvded 31,000,000 to
cover anticipated increases in costs over then current
rates, £950,000 for cmiingencies amd £2,250,000 for

the fees of the architects, th> catrol agency and the
contractor. Stephenson ard Turner pointed out that

the estimates of time and cost were based on the assump-
tion that adequate funds for the project would be avail~
able and said that it would not be feasible to complete
the job on time unless: -
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(a) a canplete process engineerinsg study was
initiated immediately;

(b) a central-control and expediting cmtrol
authority was appointed;

(c) = single prime contractor was appointed;
and

(a) the supply and installation of process
plant was included in the yprime contract.

6. In their report, the architects traversed Ibid,

the aivantages and disadvantages of three kinds of Section B.
contracts—- lump-sum contracts, nejotiated contracts and page L,
modified~lump~sue ¢ mtracts. Becausge ol the time factor and Appen-
it was considered that a lump-swm contract was unsuit- dix B,
able and, on the recommendation of the architects the page L.
Government agreed to a negotiated contract in the full

appreciation of its inhereni disabilities.

T In June, 1955, public tenders were called

for the management and organisation of construction,

and equipping ths 3%. Marys factory. The tender of Ibid,

the joint venture of Utah (Australia) Ltd. and Concrete Section B.
Constructions Pty. Litd., on the basis of a fee of 2615,000, page 10
was successful and work was commenced on the project

late in July. The contractor's fee was £385,000 less

than the original estimate by the architect.

8. Previously, in May, 1955, the Goverment

had established an interdepartmental committee, the main Ibid,
functions of which were to aivise the Minister for Ssction B,
Defence Production and to safsguard the interest of the page 7.
Commonwealth on all matters associated with the project.

The “epartments of Dzferce Production, Treasury, Works,

Prime Ninister’s and Attorney-General's were permanently
represented on the Committee and a representative of

the Auditor-General attended most meetings.

9. In the terms of their earlier recommendation
for a central control agency the architects appointed
the firm of Messrs. A. 2. Hvistendahl and Associates to  Ibid,

£ill this role. This firm was succeeded by lessrs. Section B
Cameron and Middleton at +the end of Hay, 1956. page 11.
10. The process zangineering study, which was

one ol the essential requirements siipulated by the
architects was undertaken by the Braun Transworld Corpor-
ation, who submitted their final report during September,
1955, The report brought about radical changes from

the original design concept and of itself was sufficient

to delay substantially the comnletion of design plans Iibid,
by the architects. However, significant economies in Section B
the operation of the factory arc expected from the page 4.

alterations resulting fram the study,

1. Unprecedsnted heavy rains between November  Ibid,

1955 and April 1956, severely retarded operations; but, Section G,
notwithstanding, the project was substantially canpleted page L.
by the due date, 31st December, 1957. However, the

cost is exnmected to be some £3,000,000 in excess of the

original estimate of £23,200,000.

X X X X X
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12. The Auditor-General first made reference

to the St. ltarys progect in his report for the year
ended 30th June, 1956, He again made reference to the
project in his raport for the year ended 30th June, 1957,
and his comments on that occasion are recorded in.full
in Appendix B of the Raport by 7. D. Scott ard Co. Pty.
Ltd.. Your Committee cunsidered the Avditor-General's
report following its submission to the Parliament but
deferred an investigation because of our pre-—occupation
with two other important inquiries at that time into

the Trust Fund and the Northern Territory Administration.

134 In a letter dated 5th December, 1957, the
Chairman of Your Committee was informed by the then
Minister for Supply and Minister for Defence Production,
‘the Honorable Howard Beale, Q.C., M.P., that he had asked
W. D. Scott and Co. Pty., Ltd., Indusirial Management
Consultants, to investigate the comments of the Auditor-
General and allegations made in the Parliament about the
8t. Merys Filling Factory, and in particular, the alleg-
ations of lack of supervision, waste and mismanagement.
The Mini sber also conveyed to the Chairman the terms of
reference for the investigation.

1., In the light of the advice of the Ninister,
Your Committee, at a meeting held in Canberrva on 28th
January, 195C, deferred further consideration of the
matiter pending receipt of the consnltants' report.

15. In Pebruary, the Minister forwarded copies
of the regort of W. D. Scott and Co. Pty. Ltd., to Your
Committee under cover of the following lebtiter, dated Lth
Pebruary, 1958,~

" Bnclosed please £ind three copies of a
Special Report upcm Project 590 which the
Goverment has obtained from Hessrs. ". D.. Scott
and Co. Pty. Ltd., Management and Industrial
Engineering Consultants.

The Government considered that this
Report should be obtained from an outside and
independent organisation of spacialists in view
of various criticisms which had been made by the
Avditor-Gencoral and other norsons concerning
certain aspects of the.Project and its admin-
istration,.

I am sending the Report to you in case it
may be of sane assistance Go you and the menbers
of your Comnittee in connection with the enguiries
into the accounts of project 590 which you will
be undertaking in due course.

I have instructed my Secretary to furnish
you with further copies, should you require them."

The full report appears in the Appendix to this Report.ai

16. Having considered the special Report, Your
Comittee took evidence from the Auditor-Genzml of the
Commonwealth, Mr. H.C. Newman, O.B.E., in private session,

# The report o W. D. Scobtt and Co. Pty. Ltd., will
appear in the printed copies of this Report.
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on 13th March, 1958, in Canberra.® on Monday, 21st
April, we inspected the St. HMarys {mnitions Filling
Factory, aczompanied by Mr. 2 I Thomas, Construction
Manager, Utah ?Zustralia) Ltd. , Mo Y. J. Potis,
representing Jiessrs. Stephenson and ‘furner, and Mr. R.
W. Davies, Manager of the Factory and members of his
staff, Prior to the inspection we viewed slides and

photor.raphs of various stages of the construction of the

project. Your Committee saw the Pactory as a going
concern in limited production less than three years
al'ter initial construction had commenced. Yle were
impressed with the magnitude of the achievement.

i X X X X

17 ‘lhen the Avditor-General appsared before
us he expressed the view that everything he had said
in relation to the project in the vay of criticism
had been borme out by the report of the consultants.
Following up the discussion one of the que-tions we
put to him was whether the Govermment had received
value for the money spent on the St. Marys project -

HYOOMIITTEE MEMBER. — Having regard to the
inspection that you made, the audit that
has been conducted by you and your depart—
ment, and your previous expsrience as a
Treasury Officer in relation to contracts
of magnitude --! --~ (MR. JIVAN) And,

unf orturnately, 20 years with the vvepartment
of Works, too.

COMIITToE MRMB3IR. ~ Having regard to all

those factors, are you prepared to say whether
you think the Govermnent, in relation to the
projected total cost nov, has received value
for the monsy spent?--- (MR. NaSWiAN) That is
a leading question. 1 thin: any answer to it
must be related to the time factor. I shall
put it this way+ I would not be prepared to
say that, in the light of all the circumstances,
it has not recszived value. I could answer
the quesiion only to that extent."

Mr. Newmen also said +that he thought the Commititee
could achieve little by undertaking a detailed inquiry
into the project: -

"COMWMITIE" MEMBTR.- This question too, perhaps
asks for an opinion: Do you feel that any
separate investigation by this Committee wounld

be likely to r3veal any other matiers of sub~
stance or conssquence?~--- (MR, NEWAN) To

answer the question briefly, I cannot see that

it could go any further or cover mors than has
been covered by this rsport of Scott and Company
Proprietary Limited., who ars completsly independ-—
ent. As I mentivned earlier, they had no axe to
grind. My owvn personal viey is that I do not
see what further evidence could be adduced or
what other conclusions this Committee could come
to even if it spent & lot of time on the job.

I do not see how it could go beyond what has
been stated in Scott's riport, especially when

# The Auditor-General has approved that evidence taken
at this meeting may e disclosed.

Q.1

0s.45
and L6.

247
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we examine the conclusions that have been reached,
particularly in relation to specific matters that
were put to that firm by the Minister. ....%

18, Vour Committee note that the comments of
the Auditor-General in his annual reports refer to the
progress of the project up to 30th June, 1957, only.
He has inspected the completed project and he has
informed us that he will, when examining the accounts
for 1957-58, deal with matters that have arisen since
1st July, 1957, in relation to the St. Marys project.

O
'}

=
&

19. Your Committee consider it important that
nejither the Auditor-Gensral nor W. D. Scott and Co. Pty.

Ltd., made any suggestion that any malpractice, menipul~
ation or defalcations occurred. Indeed, the Auditor-
General emphasised this to Your Comnittee, particularly Q.28
in regard to —ages, while the cmsultants have said, in

relation to materials, ",.. the small discrepancies in Op.cit.
stocktaking were a tribute to th= control over materials.”s‘:ctﬂon [¢]

page 12,
20, The criticisms of the Auditor-General and

allegations made in the Parliasent are dealt with at
length in the report by the consultants and we do not
censider it necessary to traverse this ground again.

Wle note in this connection that the Auditor~General,

the Interdepartmental Comaittes, and V. . Scobt and Go.
Pty. Ltd., after examining all h: circumstances, regard
the canpletion of the projecti within the specified time
as "a magnificent achievement" (Auditor-General);

"a noteworthy performance” (Interdepartmental Committee);
"a splendid performance” (W. D. Scott and Go. Pty. Lid.
e note the criticism of the architects by both the
Av@itor-General and the consultants but we point out,

as the consultants have so clearly done, that it related Ibid,
to a comparatively small part of the overall functions Section
of the architects. 1In “he words of "I, D. 8cott and Co. D, page
Piy. Ltd., ".,. much of vhat they did was unquestionably U.
acceptable and ve have no doubt that their wide exper-

ience and unexcelled technical knowledge must in many

ways have been a most material factor in the provision

of a noteworthy achievement.".

21. Prom the start, the whole tempo of this
project was dztermined by the predominating requirement
of the Govermmant that the work should be completed by
318t necember, 1957. It is not for Your Committee to
query this decision nor to seek the reasons for it; our
interest has been in criticisms made by the Auditor-
General and subsequently by th2 investigating consultants.

22. Your Committee have examined the conclusions
reached by the Auditor-General and 'Y, D. Scott and Co.
Pty. Ltd., we note the many problans which confronted all
concared with the project because of the time factior
assoclated with it and comment thawv, when speed of
operation is the predominant factor, somebthing less than
the ultimate in efficiency is, perhaps, to be expected.

23. i Having regard to the advice of the Avditor-
General and the report of thz cmsultants, and to our own
observations, Your Committee have concluded that no
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useful purpose would now be achieved by our undertaking
a full and detailed investigation -into Project 590.
However, in view of the important role the report of

W. D. Scott and Co. Pty. Ltd. has played in our reaching
this conclusion we publish it in its entirety as an
Appendix to this Report.

For and on behalf of the Committee.

7

R. G. Davey,

Secretary,.

Joint Commitiee of Public Accounts,
Parliament House,.

CANBERRA.  A.C..

13th May, 1958.

# The report of W, D. Scobt and Co. Pty. Ltd., will
appear in the printed copies of this Report.



