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IUTIES OF THE COMMITTEE

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

8, The Auties of the Committee are —

(a) to examine the sccounts of the receipts and
expenditure of the Commonwealth and each
statement and report transmitted to the
Houses of' the Parliament by the Auditor-
General in pursuance of sub-section (4.)
of section fifty-three of the Audit Act
1901~1955;

(b) to report to both Houses of the Parliament,
with such comment as it thinks f£it, any
items or matters in those accounts,
statements end reports, or any circumstances
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 Parlisment any
alteration which the Committes 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

(d) to inguire into any guestion in connexion with
the public accounts which is referved 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
Committee by Jolnt Standing Orders approved by both Houses
of the Parliament,



JOINT CQ(ITIEE OF FUBLIC ACCOUNTS

FORTY-SECOND REPCORT

TREASURY REGULATION 52

Table of Contents

I. INTRODUCTION

II, THE (RIGIN AND HISTORICAL DEVELOFMENT OF
TREASURY, REGULATION 52

IIX. AN EXAMINATION OF THE EXISTING TREASURY

(=)
()

(&
(o
®

(®
(w)

REGUTATION 52

The Legal Position

An examination of certain terms used in
Treasury Regulation 52

"publicly Invited"

#0ontracts Taken"

'Person*

"Impracticable or Inexpedient!

The legal effsot of certain "authorisations”
by the Secretary to the Treasury

The approval of the Governmor-General

Certificates of Ins.pediency

The liinor Contracts Procedure of the
Australian Capital Territory Branch
of the Department of Works

Period Contracts

Treasury Regulations 46-53

Earlier proposals to change Treasury
Regulation 52

IV, THE IEPARTMENTS' PROPOSALS TO CHANGE TREASURY
REGULATION 52

V. THE DEPARTMENTS' REASONS FOR THEIR PROPOSALS

(a) Introductory

10

17
18
18
19

20
22
29

37

&8

42



v. THE IEPARTIENTS' REASONS FOR. THEIR FROFOSALS (Continued)‘
(b) The case of the Public Service Board
Change in Money Values

Statistical Analysis of Departmental
Procurement Transactions

Reductions in administrative costs

Procurement Arrangements in State
Goverment Services

Procurement arrangements in other
authorities:

(ig Private Enterprise
(i1} Trens Austrelia Airlines
( iiig Commorwealth Hostels Limited.

(iv) State Tlectricity Comnission of
Victoria

(v) Snowy Mountains Hydro-Electric
Authority

Arrangements in the United Kingdom
Summing up the Board!s case

(c) The cases of the Departments
The Postmaster-General!s Department

The Department of Supply and the
Departments of Navy, Ammy and Air

The Department of Works
The Department of Civil Aviation
The Department of Repatriation
The Department: of Territories
(8) The attitude of the Department of the Treasury

VI, THE TEPARTMENTS' HEASONS DISCUSSED
Changes in mongy value
Formal Contracts

Savings in time and reductions in administrative
oosts

Lower prices from quotations or tenders .
Advertising

Tenders from unknovn persons

Page

44
47

47
50

52

55
56
58
59
62
65
68

72

75
78
81

88

93
93

93
94
94
95



VI. THE TEPARTMENTS' REASONS DISCUSSED (Continted)
Stockholdings.
Procurement Arrangements in Other Authorities
(i) Privaete Enterprise

(iig Statutory Authorities
(iii} Government Deparitments

't VIIL, COMMENTS AND RECOMIENDATIONS

APPENDICES

ruf i
E‘l%
]
o+

Appendix No,1 Chronological record of amend-
ments to Treasury Regulation
52 or its counter parts, from
1902 to April 1959, .

Appendix No.2 Authorisations by the Secretery,
Department of the Treasury,
. under Treasury Regulation 52(2) 58

Appendix No,3 Preccurement arrangements in the
¢ New South Wales Govermment
Services 111

96
96
96
97

99

103

105

108



JOINT COMMITIER OF FUBLIC ACCOUNTS

FORTY -SECOND REPORT

IRBASURY REGUIATION 52

CHAPTFR T

INTROTUCTION

Treasury Regulation. 52 is one of a number of pro-
visions within Part TII of the Treasury Regulations wnder the
Audit Aot 1901-1959 concerned with the control of expenditure
on works, supplies and services, Its present form has remained
unchanged since amended Treasury Regulations were promulgated in
1942%, " Paragraph (1) of the Regulation reads:

" Subject to this regulation, tenders Tenders to be
shall be publicly invited and contracts invited and

taken for all works, supplies and services contracts taken
which are to be executed, furnished or for certain works,

performed within the Commonwealth end the
estimated cost of which exceeds Two hundred
pounds.”

2. The Regulation, therefore, enunciates the basic
principle that public tenders are to be invited for all Common~
wealth works, supplies and services, But this principle is
rodified by bthe exemption accorded to works, supplies and services,
the estimated cost of which is 5200 or less, and, in addition,

by two forms of exaeption provided for in paragraph (2.) of the
Regulation, These are:

(i) Expenditure on works, supplies and services. that
is authorised by the Governor-General (which,
by reason of section 17 of the fcts Interpret-
ation Act 1901-1957, means "fhe Governor-General
+veo acting with the advice of the Executive
Council"); and

(ii) Certain works supplies and services in respect of
which the Secretary, Departument of the Treasury,
or a person authorised by him, certifies that to
invite tenders is iupraoticable or inexpedient.
As quoted in Treasury Regulation 52 (2) these are:

#(a) works executed at and supplies issued from
the Commonwealth or a State Government
Printing O0ffice, Commonvealth factories,
Commorwealth workshops, Commonwealth stores
or Cosmomvealth dockyards;

(v) silver, nickel end bronze bullion purchased
for the manufacture of justralian coinage;

(e) purchases made or avyroved by the Commonwealth
Stores Supply and Tender Board;

& Statutory Rule No.523 of 1942.
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(a) purchases made or approved by the Gontract
Board of the Tiepartment of Supply and
Development;

(o) works, supplies and services for the Works.
and Services Branch of the Department of the
Interior;

(£) works, supplies and services for the Commen—
wealth Reilways Commissioner;

(g) works, supplies and services in comexian
with War Service Homes;

(h) pictures purchased for the Australian War
Memoxial;.

(1) works, supplies and services for the Marine
Branch of the Department of Commerce in
connexion with the overhaul of and repairs
to vessels, boats and launches;

() works, supplies and sexvices which by their
nature can be rendered by a State Government
Department only; and

(k) works, supplies and services relating to the
defence of the Commonwealth,"

X X X X X

3 Shortly before the appointment of the Fourth Joint
Committee of Public Accounts the Secretary to the Committee
received the fullowing communication, dated 13th February, 1959
from the Secrefary to the Treasury, Sir Roland 7ilson, C,B.E.:

" Treasury Regulation 47 is being amended, by Govern- Exhiplt No,
ment decision, to replace the amount of £3 by the amount Lo/

of £25, and to provide for oral quotetions for purchases

not excesding £50 in amount.

Proposals have also been considersd for an increase
in the amount of £200 prescribed in Regulation 52, It
has been decided that no change will be made in this
Regulation until there has been an opportunity for the
Joint Committee of Public Accounts to consider the
proposals and advise the Treasurer thereon. In this
connection you will, of course, recall the correspondence
between the then Treasurer and the Chairman of the
Copmittee in relation to amendments to the Audit Act
19011957,

Accordingly, it is suggested for the consideration
of the Committee that an examination might be made by it
in the near future of Treasury Regulation 52, The Preas~
urer is most anxious to have the Committee's views
quickly, and if this matter could be given reasonable
priority of attention, I am sure he would be grateful,"

4, At our first meeting on 10th March Your Committee
considered the Treasury communication and other information which
was available to us and decided that we should undertake an
inguiry into Treasury Regulation 52.. But in the light of that
information Your Committee also decided that owr inguiry should
embrace all the features of Regulation 52 and its inter relation-
ships with uther provisions such as Treasury Regulation 48 and 49.



5, - Your Committee then approached the Treasury, the Public
Service Board, the Audit Office and other departments that:were
considered to have a major interest in the observance of the
conditions prescribed in the Regulations, At a later stage the
Prime Minister's Department and the Deparitment of Health were
approached with particular reforence to the provision within the
Regulation which permits the rosort to the approval of the Governor—
General as an alternative to the public invitetion of tenders,

8, Broadly, the information sought from the various
departments was designed to establish:

(i) The neture of the procedures followed within each of
the departments in procuring works, supplies and
services;

(i) the current delegations of and in excess of £200
held under Treasury Regulation 48 (2), 49 (1) and

52;

(ii1) the value and number in particular categories of
orders in excess of 2200 (the amount at present
specified in Treasuty Regulation 52) placed over
a period of 3 months;

(iv) the views of each department on the present form of
Treasury Regulation 52 and current contract and
tender preocedurs; and

(v} the proposals of those departments for any chenge
in the Regulation together with reasons to support
their views,

7. Having received this information Your Commitice con-
ducted public hearings on Priday, 17th, liondey, 20th and Tuesday
morning, 21st April, on Friday, 8th May, the aftemoon of Yed-
nesday, 3rd and the morning of Thursday, 4th June and heard evi-
dence from the various departments concermed, The following
persons appeared before Your Comuittee:=-

Department of the Treasury
Sir Roland Wilson, C,B.E., Secretary.

Ur, C.1.S. Hewith, First Assigtant Scoretary (Budget and
Acocounting).

Public Service Board

Mr, G, G, Sutcliffe, G,B.E,, 4cting Chairman,
Mr, W. T. Gleeson, Senior Inspector,
Department of Supply

Mr, C. K. Davies, issistant Secretary (Supply) and Director
of Contracts,

Postmaster-General' s Department

¥r. E, W, Baston, issistant Director-General, Finance and
General, Services.
r, T, H, Skelton, Director, Stores and Contracts,
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Department of Gil Aviation

lir. B. Lewis, Chief Finance Officer
Mr. G. R. Woodward, Controller of Supply and Tramnsport,

Department of Works
ir, B. A. Davidson, Chief Finance Officer

lir. G, D. B. Maunder, Director of Works, Australian Capital
Territory Branch.

Ropatriation Department

1r. C. 4. Nettle, Assistant Commissioner (Institutions)
1ir, R. G, Kelly, Chief iccountant.

Department of the Navy

AL VI s M el

¥r, J. L. Flynn, Director of Navel and Air Stores
lir, C. li. Colgan, issistant Director of iccounts.

Department of the Army

ir. V. H. Long, dssistant Secretary (Finance).

Department of Air

Mr. R, I. Cemeron, assistant Seoretary (Finance)
Mr. P. D. Reid, Chief Adninistrative .ssistant, Branch of the
Air Meuber for Supply and Equipment.

Prime HMinister's Depavitment

ixr. M. C. Timbs, First sssistant Secretary,
M¥r. J. McOusker, Secretary, Federal Executive Council,

Department of Health

Yr. D, G. Denlop, sssistant Direotor, Establishment and Pinance
¥r., R. 0. ©arber, Financc MNenager, Goumorwealsh Serum Lieboratories.
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CHAPTER TI

THE QRIGIN AND HISTORICAL, IEVELORMENT OF
IREASURY REGULATION 52

8. Since Troasury Regulabions under the Commomeslth

Audit Aot 1301 were first promulgated in 1902, the principle of

publicly inviting tenders engd - taking contracts for works

and supplies has been cangistently followed, notwithstanding the
Regulations have been amended on many occasions, The Treasury

Submitted to Your Commitbee a most informative statement setbing Exhibit
out the various changes made to Regulation 52 (or its counter- No.43/5
parts) between 1902 and 1942 and, where they wexe available,

the reasons for those changes, A chronological recoxd of the

changes appears at Appendix Ho,1.

9. But the Treasury also informed us that the origin

of the principle of gpublicly inviting tenders was wuch earlier

than 1902. The yrinciple was, for instance, ewbodied in Reg- Code of
ulations end Instructions approved and issued in 1852 by the Regulations
Lords Commissioners of the United Kingdem Treasury "for conduct- & Instruct-
ing the duties of the Commissariat Department". Those Instruct- ions for

ions provided, inter alia, under the general heading of Stores conducting
and Provisions -~ Advertisements, Tenders and Contracts: - the duties
of the Comn~
"346.  All Supvlies and Services which may be reauired issariat
on the public account are to be provided, if possible, Department,
by public Tender,.,," . Printed by
Byre & Spott-
Other provisions dealt with advertising tenders and with the iswoade for
procedures to be followed when opening tenders, in addition to Her Majesty's
presenting that the principle of accepting the lowest tender Stationery
should be adopted. 0ffice 1852,
10. No specific exception was made to the Repulation Tbid p,139.

although departure was permitted "under extraordinary circum-
stances" providing a report was made forthwith to the “Treasury
Board", However, under the general heading of "Purchases",
Regulation 371 provided a further modification of the general
principle:

"37L. Whenever it may be necessary for a Comaissariat Ibid page
Officer to make purchases, or provide for the execution 144,

of Services, otherwise than by public competition, he

will use his utmost endeavours to do so upon the most

advantageous terms; and he will establish the price to

be paid by taking a Tender in writing from the Party,

upon the face of which he will ammex his reasons for

recommending its acceptance, and submit the same to

the Officer Commanding for approval."

This Regulation could perhaps be regarded as a forerumer,

Ffrom the Colonial days, of the provision introduced generally

in the Treasury Regulations in 1940 peruitting authorised
persons to certify that the inviting of tenders was impracticable
or inexpedient.

11, On 2nd Qctober 1857 assent was given to the first 21 Victoria
Audit Act of the State of Victoria and on 15th Decewmber, 1857 No. 24,
"general regulations respecting public accounts" were gazetbted,

Regulations 43-45 provided as follaws:- Gazette No.

146 of 15th
Deceniber
1857,
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"43, As far as practicable tenders are to be invited, and
contracts duly eutered into by the officer upon whom the duty
may properly devolve, for the supply during the financial
year of all articles in constent requirement for the public
sorvice, such as rations of provisions and forage, fuel,
light and water, medical comforts, stationery md stores.

44, In like manner tenders are to be invited and a con~
tract teken for the construction or repair of any public
work or building, the probable expenditure for which is
estimated to exceed one hundred pounds; and also for the
supply of stores, etc., involving an expenditure exceeding
£100, except in cases where the existence of a contract
for the supyply of such articles as required during the
financial year, may render such a course unnecessery or
inadvisable, :

45, Abstracts, duly numbered in arithmetical progressien,
of all contracts entered into by or on behalf of the Govern-
ment of Victoria, are to be published for general information
in the Government Gezette, and duly numbered for convenient
reference, and vrinted copies of such sbstracts, as published,
must be duly and regulerly transmitted by the Government
Printer to the Treasurer and to the Comaissioners of Audit.”

It will be noted that these Regulations introduced a gemeral Ordered by the
exemption set at 5100, New Regulations promulgated under the Legislative
Audit Act 22 Victoria No,85, retained provisions in substantially Assembly to
the same form (as Regulations 44-46), ‘be orinted

12,

20%h Qctober,
Following the passing of a new Audit Act in 1890, 1859,

new "general regulations respecting the public accounts" came e
into operation as from ist January, 1891, Regulations 26 and Act 54 Victor—

26A read as follaws: ia No.1066,
assented to
nas, All oontracts entersd into on behalf of the 10th July,
Government and all Orders in Council authorising the 1890,

construction of any public works without contract, oc
any purchases the amount of which exceeds One hundred

pounds without Tenders being previously publicly invited, Victorian

shall be published in abstract in the Govermment Gazette Government

as early as practicable. Gazette, 2nd
January, 1891,

264, Tenders shall be publicly invited emnd contracts
taken for all works, and for the supply of all goods,
tools, materials, machinery, etc., the estimated cost of
which shall exceed One hundred pounds, unless the ex—
penditure be speclally authorised by the Govemnor in
Council subjeot to the following exemptions:-

page 12,

The Railway Departments as regards the
whole of this Regulation, with the
exception of works of comstruction.

The Water Supply Department as regards
expenditure on works; and

The Water Supply Branch of the Public Works
Department, also as regards expenditure om
works,

The Public Health Depariment as regards in-
fectious and contagious diseases, and other
matters of urgency under the Health Act.®
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Regulation 264 thus esteblished clearly three categories of except~
ioni-
(i) works end supplies estimated to cost £100 or less;

(i1) expenditure especially authorised by the Governor
in Council; and

(#i1) partioular types of expenditure incurred by partic-
ular depariments.

New Regulations gazetted in 1897 retainsd a similar provision, Victoria

as Regulation 29, Government
Gazette No,45

13, The first Treasury Regulations under the Common- of 14th April,

wealth Audit got 1901 were gazetbed on 3lst Jamary, 1902, and 1897,
took effect from 1st Jenvary, 1902, Regulation 52 folloved
substantially the lines of Regulation 264 of the 1891 Victorian

measure and read as follows:-

" Tenders shall be publicly invited and contracts taken Exhibit No.
for all works and supplies, other than works end supplies 42/3.

for the Department of Home Affairs, the estimated cost of

wvhich exceeds One Hundred pounds, unless the expenditure

be authorised by the Governor-General in Council,"

It is noteworthy that the exenption gramted the Department of
Home Affairs was not limited in any way.

14, Between 1902 and 1922 a number of winor amendments

were made to the Regulation, more particularly for the exemption

of additional departments or types of transactions from the
Regulation, However, the 1922 amendment, to vhat by now was
Treasury Regulation 67, provided for the exemption of works,

supplies and services for the Postmaster-General!s Department,

the cost of which was less than £200. The Postmaster-General's Rxhibit No.
Department, had dravm attention to difficulties associated with 42/5
obtaining tenders for the supply of wpoles and had suggested

that the monetary resiriction be inoreased to £200 in order to
facilitate the purchase of poles in country districts, This,

it seems was the origin of the amcunt of £200, which was prescribed

in the Regulation in 1923, for general application,

15, The next variation of simmificance occurred in 1952
when provision was made to oxempt "purchases made by o under
the authority of the Contract Board of the Department of Defence:-

(:i.) where the urgency for the purchase is such that,
in the opinion of the Secretary of the Department
of Defence, btime would not permit of the calling
for tenders or of obtaining the epproval of the W
Governor-General in Council, "

(ii) where supplies are obiainable only from one source;
or

(iii) where there are more then one, and not more than .
four suppliers able to furnish the supplies
required, In such cases, each of the suppliers
shall be invited to tender under uniform conditions,"

16, Finelly in 1940 the Regulation (then Regulation 67)
was re-drafted into substantially the same form as it now appears.
The major alteration in principle was the exclusion of the pre-
viously unoonditional exemptions and their replacement by the
current requirement that a certificate be given that the invit-
ation of tenders was impracticable cr inexpedient. In ifs sub-
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nission to Your Comitte- on the history of Treasury Regulation:
52 the Treasury comnented as follows on the alterations then
made: ’

"1940. It is apparent from the conterporary papers Exhibit No,
that Statutory Rules 1940 No,48 were conceived to 42/3, peges
clarify the general application of the principle of 2-4,

public invitation to tender which was intended from
1902, In xecommending the amendment, it was recorded
that:

'it is doubtful whether it was ever intended to
exempt. these bodies from the principle that tenders
should be called whore possible, and in actual work-
ing, notwithstanding the exemption, these bodies
\_xsually call tenders in alwost every instance.!

The purpose of the 1940 amendment was said to be
to lay down clearly the principle that in all cases either
tenders shall be publicly invited or the Governor-General's
approval shall be cbtained - whilst still preserving the
same rellef that was available under the old Regulation.
The emendment required that, in future, a certificate
should be provided for each excevtion from the principle
of the public invitation of tender.

The 1940 amendment can.be seen to have derivations
from an Audit query of Pebruary, 1929, The Chief Auditor
for Vietoria had maintained thet the public inviting of
tenders meant publication in the pudblic press, However,
the Department of Defence believed that there was sufficient
compliance with the intention of the Regulation if selected
firms were invited to tender for supplies. In the con~
temporary corvespondence, the Auditor-General made it
clear that the intention of the Regulation was mot only
to give possible tenderers a chance of tendering, 'but
to prevent departmental favoritism to certain tenderers!..
He went on to elaborate the undesirability of increasing
the nunber of cases in which full publicity was not given
or in which favoritism might take place, The Auditor-
Generael said that he regarded the obtaining of quotations,
sometimes by telephone, as not being as satisfactory as
definite tenders resulting from advertisement, He reported
that recent experience had indicated that there was a
chance of a mere quotation 'being overlooked, or withheld,
or of possible suppliers being inaccurately informed (by
design or otherwise) as to requirements!.,

From this correspondence suggestions were
developed that, in cerfain cases, it would be impractioable
and/or ummecessary publicly to invite tenders by press or
Gazette advertisements, These were for items which
could be purchased from one or two suppliers only, or
for others which were sold, e.g. copper and lead, on the
basis of public market prices,  Thought then turned to-
wards the introduction of a further exemption in the
Regulation for purcheses by the Department of Defence;
+his was introduced in Statutory Rules 1932 No,8L.%

This alteration was accepted by the Audit Office and
by the Department of Defence as meeting the problems raised
in 1929,

The form of the amendment is important., It provided
for the exemption of specified purchases, namely, those
for which supplies could be obtained froam only one source,
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those from which there were not more than four supyliers
(in which case each should be invited to tender under
uniform conditions), or, those the urgency of which was
such that the Secretary of the Department of Defence
believed that time would not permit the calling of
tenders or the cbtaining of the approval of the Covernor-
General in Council, This form of the Regulation in 1932
was clearly the pattern from which the amendment of 1940
was developed, requir certification of the individual
purchases to be excepted from the principle of public
invitation of tenders. The 1932. amendment also provides
soms guide to the interpretation of the words !impracticable
or inexpedient' and to the consideration of the subject
in the Treesury in recent years e.g., the provision for
emergensy supplies required by “he Department of Civil
Aviation,"

The Treasury concluded the submission as follows:

17.

Regulation 52 is far reaching.

" In all its forms since Pederation there is expressed
in Treasury Regulation 52 the principle of public invitation
of tenders, The Auditor-General's reports in 1929 upon the
practices of the Department of Defence led to the prescrib-
ing of the circumstances in which public tenders need not.
be invited by that Department. The enquiries vhich pre-
ceded this amendment confimed that, in practice, dlmost all
the bodies then mentioned in the Regulation usually called
tenders in almost every instance, To remove any doubts.
that there were no general exemptions from the requirement
for public invitation of btenders a similar form of Regulation
was applied from 1940 to other purchases."

Under present. day conditions the effect of Treasury

upplies end services costing £9,000,000 per annum in 1922-23

{hen she nomste

Ibid,
page 4.

Estiaated to have spplied to works,

Exhibit

when the monetary 1i it was raised from £100 to £200), ennual ex- No.42/6,

penditure in excess of £150,000,000 now comes within its ambit,

Three quarters of that expenditure relates %o supplies, the remain-

der to works and services. Regulation 52, comsequently has become Exhibit No,

& provision of particular importance,

paragraph 7,

42/11, para-
graph 19.
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GH:PTER _TIT

AN EXAINATION OF THE EXTSTING
IREATIRY REGULATION 52

(a) The Legal Position

18. At an early stage of our Inquiry Your Commitbee, through
the Treasury, sought legal ozinion on a number of matters affecting
Regulation 52, One of ¥.: quentions “ve raised was whether the
Regulation was. validly waéz unfer “hz Auvdit et and the short answer
given by the Secretary, Aticrney-Gensral’s Department, Sir Kenneth
Bailey, C,B.E.,, in an opinion dated 17th April, 1959, was that:

"Except insofar as it wolsies to contracts for the purchase Exhibit
of stores, regulation {2 is, in my opinion, invalid," No.42/20,
vara, 2,
Awplifying this enswer in the body of the opinion, Sir Kemeth saids
"4, Regulation 52 lays down a deiailed procedure to be Thid,
observed in the precurement, execution sd furnishing of paragraphs
works, supplies end services for the Commonweelth in all 4-12,

cases in whioch the estimated cost exceeds £200,

5, The statutory authority for the meking of regulation
52 is to be found, if af all, in section 71 of the Audit
Act, Insofar as it iz material, that secbion provides:

' 71,~(1.) The Governor-General may make regulations
(not inconsistent with the provisions of this Act) for
carrying out tho provisions of *his Act and in perticuler
for - .

(a) the collection reveipt custody issue expenditure
due accomntbing for care and uanagement of all
public moneys and the guidance of all persons
concerned therein,

(b) the more effectual recond examination inspection
and departmenbal. chock of all receipts and ex—
penditure and the lesping of all necessary books
end accounis,

(c) prescribing tho iesessciy forms for all books and
documents whalover »equired vwnder the provisions
of this Ack nr *uo »e2gulctions,

(d) the purchasc, safe cwelody, issue, sale or other
Qdigposal or writing off of stores and other
propverty of the Couonweslth, and the vroper
accounting forr, an?l stock-baking of, such stores
and properiy.’.

6. A pawer to make regulations for the purchase of stores
and other property of the Commonwealth is explioitly pro-
vided for in paragraph (@) of sub-section (1,). The word
tatores'! is defined in ceoiion 2 of the Aot to mean
tohattels the property of, or in the possession or control
of, the Commorwealth!, Clcarly the execution or perform-
ance of works or services msb, on any view, fall outside
a power so expressed,

7, It therefore bsconss wnccazeary o consider whether any

other parts of section 71 provide authority for regulation
52 to the extent that it mwlatos to works and services.
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g, In this regard, the generel covering words of seation
7i{1.) call first for examinstion - i,s, the Power to make
regulations ffor carrying out the provisions of this Actf.
But in oréer to invoke a power expressed in these terms, it

18 necessary Yo be able to point %o some specific substantive
provisions o which the regulations in question may be ancill-
ary (Morton v Union Steamship Go. of New Zealand Ltd, 83
C.L.R, 402), The Awdit Act -seems to me to contain no such
provision,

9, There remains the possidbility what regulation 52 as a
whole may be supported as a regulailicn !for the management
of all public woneys: {scotion 71 (L.) (a)). I do not
think it cen,

10, In accordanse with a familier rule of statutory inter-
pretation, words take coler from their context and their
meaning may be narrowoé or extended by other words used in
association with them, In the context in which the words
'management of &Il public moneys' appear in section 71 -
that is to say in the context of the words fcollection,
receipt, custody. iscue, oxpenditure and due accounting
for all public moneys' - T think they should probably be
construed narrovly. But in any event the phrase !wanage-
went of public moneys' in ids natwral meaning does not
seem. to me to include all the processes of administration
and deciglon - making which are anterior to the expenditure
of public woneys, notwithstanding that they will ultimately
involve expenditure of public monsys. In wy view, it
would be as illegical to extend the meaning of the words
fmanagenent of all public moneys! to include the procedures
to be followed in the procurement of works and services for
the Commonwealth as it would be to extend their mesning to
include the vrocedure +o be followed in meking appointments
to the Commorwealth Service, In each case, the expenditure
of public funds would e ths nesessary result of the pro-
curement or the appoiniments., In other words, I would
regard the procedures o be folloved in procuring works
and services for the Commonwealin as too remots to be in-
cluded within vhe concept of !wamageuent of all public
moneys! .

11, To sum uy, ar view is that megalation 52 is invalid to
the extent to which 1% purpysrts o apply to the vrocurement
of works and services. The fact that some parts of the
regulation ere invalié¢ dess not, however, invalidate the
whole regulation. By zeason of sechion 46(b) of the Acts
Interpretation Act, rcguletion 52 has a valid operation to
the extent to which its provisions are not in excess of the
regulation - making poweyr coaferved by section 71 of the
Audit Act, It follows that the regulation is valid inso-
far as it relates Lo the presedures lo be followed in the
purchase of stores for the Cemorwealin,

12, If, in light of what I have said in paragraphs 7 to 1l
above, it should be decided to reccmmend the amendwent of
section 71, attention might usefully be given to the struct-
ure of section 71 (1.) (8). On a very strict and litersl
interpretation, the words 'purchase .,. of stores and other
property of the Comnonwealin' wigh’ be thought to be limited
- to chattels that already velrng to the Commomwealth, No
doubt, however, these words would be intervreted, as I think
was clearly intended, to wmeen 'the purchase of stores or other
property that are %o becare the property of the Commonwealth'.
But the expression as it shands is not altogether idiomatio.™
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19, The Public Service Board, when pursuing the earlier Q.1159

investigabion into Treasury Regulation 52 did not consider the
validity of that Regulation,

20, The opinion means that approximately £40,000000 per
annum or one quarter of Ehe ammual expenditure previousiy accepted
a8 coming within the ambit of Treasury Regulation 52 falls outside
its scope, The Department of Vorks, which is the anthority most
concerned with expenditure on werks and services, said that it
would not slter i%s procedures pending clarification of the
situation,

YCOMUITTES MEMBER: Can we take it now that in vier of Qs. 873-875
the legal opinion you would possibly interpret the

Department of Works to be a construction anthority for

a Commonwealth Department, and that therefore constructional

activities and works of that character would be outside

the ambit of this regulation?--- (MR, DAVIDSON)® That is

how I interpret it, but presumably some more water will

need to flow under the bridge, We will have to get a

clearer interpretation,

COMITTEE MEMBER: If that is the opinion held within your
Depertment, could you indicate to the Committee what you
might propose to do about the situation?—w- (MR, DAV IDSON)

I do not think the Deparbtment will initiate any action, We
will await the outcome of consideration of the opinien.

COMMITTER MEMBER: You would expeot that something now
will be done?-~-(MR., DAVIDSON) As the result of ths
opinion one would expect that works and services are not
covered by regulation 52 but we do not intend o stop our
presont procedures until this matter is clarified."

(b) An exemination of certain terms used in

Ireasury Repulation 52

21, "Publicly invited" The Regulations issued by the

Lords Comnissioners of the United Kingdom Treasury in 1852 pro-

vided that advertisements of tenders were ",,., to be published Peragraph 348
in the public Newspaper of the vlace in which Advertisements

usuelly sppear ...". However, the praotice in the Commonwealth Qs.1353 ard
is to advertise in the Commonweelth Gazette and this is aocepted 1354,

as satisfying the requirements of the Regulation. This precilce

was confimed in a Treasury @irection issued in 1955 which went  Exhibit No
on to say that "additional extensive advertising in the press 42/44,
should only be for the purpose of achieving practical results®,

Elaborating this the Treasury representative before the Coum~

ittee, ir. C.L.S. Hewitt, said:~

" In order to meet the suggestion of patronage and Q.40
favouritism, I think the solution is to require public-

ation in a Journsl which is knovm and available, For

instance, the Govermment Gazebte is available to anyone

who wishes to resd it, From there on, it becomes basically

the responsibility of the Chief" Officer of the purchasing
department because he is the person sppointed under the

Treasury Regulations to buy goods for which there are funds

availeble and for which his Minister approves, It is .
s ) . o thinks

& Mr. E. A, Davidson, Chief Finance Qfficer, Department of Works,
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bebter prices might be obtained by interesting a wider field
of suppliers through more extensive press advertising,.."

However, it is not mendatory that deparbuents should advertise in Q.1354,

Ene Gazette, the Departmens. of Territories, For one, has found it
oxpedient to edvertise only in the press. The Department of Works Ses rarag,

in Canberra is another that on occasions relys solely on press 70 and 185,
advertising,
22, "Contracts Taken" The phrasing of Treasury Regulation

52 in this respect ¥,., tenders shall be publicly invited and con-
tracts taken ,.." conforms exactly with the introductory wording

of Regulation 264 of the Victorian Regulations of 1891 vrommilgated
under the Victorian Audit Act of 1890. The 1857 Regulations in-
cluded somewhet similer phrasing (Regulation 44) viz. *,., tenders
are to be invited and a contract taken ,..". Buf the spirit of the
provision also appeared in the 1852 Regulations and Instructions of
the United Kingdom Treasury: Paragraph 351 of those Regulations
provided that "the Officer-in-Charge of the Commissariat will then Op cit
enter into a contract or other written engagement for the supply,
teking good and sufficient socurity for its performance. ...',

23, At the tine of our public hearings there were no

Treasury Instructions or direotions elaborating upon the words

“gontracts taken" and Your Committec found some lack of certainty

on the part of departments as to how the words should be interpreted.

Treasury Regulation 52 could be read to meen that once tenders had

been publicly invited, a formal contract should be exccuted, in

addition to the Purchase Order issued in accordance with Treasury

Regulation 49, However, it was generally agreed before Your Comn~  See para—
ithee that the execution of a formal contract was not essential; graph 201
that it was necessery only that a legal contract exist between the ‘below.
Conmernvealth and the ofher varty, it being the responsibility of the

department concermed to ensure that the Commonvealth was adequately

protected,

"COMMITTEE MEMBER: What does it mean by 'contracts shall be Q8,581
taken' ?7~~(4R, DAVIDSON) We have accepted that as meaning and 582,
oontracts should be taken for all work. We cither entor into

a forml contract or issue an official order, which is also

the conpletion of a contract, Ve have an offer and an accept~

ance, That is the contract, I do not think the Treasury

Regulation means anything more than that.

CORUMITTEE MEMBER: What you have just said is sufficient so
far as the word !taken' is concerned?---(1f. DAVIDSN) I think
80, That has been accepted as the position, We have accepted
it and Mr. Hewitt accepts it in so far as he said it was a
matter for the department Yo say whether it should be a formal
contract or not. (MR. HEWITT) Yes.”

24, “Person® Peragraph (2) of the Regulation provides that
tenders for certain categories of works, supplies and services need
not be publicly invited if ... the Secretary, Departwent of the
Treasury, or a person thereto authorised by him in writing, certifies

that the inviting of tenders is il.practicable or inexpedient."

25. Your Commaittee noted that among the suthorities issued
by the Secretary, Departuent of the Treasury were some to unincorp-
orated bodies such as the Commonwsalth Stores Supply and Tender Boaxd,
Doubts which we had that such a body could be regarded as a "person"
within the meaning of the Regulation were subseguently confirmed in
an opinion of the Secretary, Attorney-General's Department, who
advised:

" The primary meaning of the word !person! is an Exhibit
tindividual humen being' (Concise Oxford Dictionary). No,42/20
Paragravh

15,
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Where the word is used in an ict or regulation, however,
the vord is, unless a contrary intention appears, to be
interpreted as including a body »elitic or corporate as
well as an individual (icts Interpretation act, sections
22 (2) end 46 (a)). Lut even assuding that the word
‘perzon' as used in Regulation 52 may be given this ex-
tended meaning, there is no varrant for including within
";ts gomotation unincorporated bodies such as. contract
oards, "

Steps have since been taken by the Treasury to rectify the position,

26, "Impracticable or Inexpedient" The opinion given by
the Attorney-General's Department as to the meaning to be abtrib-

uted to these words in the Regulation is as follows:
" The vords !impracticable or inexpedient' are not, of
course, defined in either the Act or the Regulations, but
some guidance as to their meaning may be found in the
dictionaries, I mentiomtenly the definitions given in the
Shorfer Oxford English Dictionary, which are, I think,
appropriate for present purposes. These are -

!Impracticable' : Not practicable; that cannot be
carried out or done; practically
impossible,

! Inexpedient! : Not expedient; disadvantageous
in the circumstances; unadvisable;
impolitic,

The dictionary definitions of these words are, however,
helpful only in a broad general sense, The fact is that
the criteria laid dowm by the words !impracticeble or
inexpedient’ involve something more than the mere ascertain-
ment of facts, since the words themselves necessarily imply
some idea of a judgement, In any particular case, the
answer to the question whether a certain course of conduct
is 'impracticable or inexpedient' will usually depend, at
least to some extent upon the subjective appraisal of the
situation by the authority to whom the question is put,

This comes out most clearly perhaps in meanings such as
*practically impossible! or 'unadviseble', Of course,
any decision under the regulation must, like any other
administrative decision, be made honestly and by reference
to relevant considerations,

In some cases no real difficulty would arise in deciding
that it would be !impracticable or inexpedient! te call
public tenders - as, for example,

(a) where goods are required urgently and time does not
permit the calling of tenders; or

(b) where the goods required are known to be available
from only one source; or

(¢) where the cost of calling tenders would bte disproportion—
ate to the estimated cost of the goods required,"

The Treasury had not issued instructions to authorised officors as
to the way they should interpret the words when exercising their
authority; the issue of a certificate in any particular case has
been left to the judgement of the officer concerned.

08,1161~
1163,

Exhibit
No.42/20
paragraphs
14-16,
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(c) The legal effect of certain "euthorisabions" by
the Secretary to the Treasury

27. Paragraphs (a) to (k) of Treasury Regulation 52 list
various categories of works, supplies and services in respect of
which the Secretary to the Treasury, or a person authorised by him,
may certify that to invite tenders is impracticable or inexpedient,
However, the authorities iasued by the Treasury have not been
Limited %o those categories but have been extended *in antici-~
pabion of amendment to the Rogulation™ %o the following:

(i) Purchases made or approved by the Tender Board of the
Postmaster-General's Department - the authorisation
was issued to the Contract Board of the Postmaster~
General's Department on 17th August, 1949,

(i1} Purchase of pancreas end pituitary plands and chemical
glassware by the Commornwealth Serum Laboratories -
the current authorisation was issued to the Director-
Generel, Departument of Health on 10th ilarch, 1952,

(i3i) Emergency works » supplies and services for aerodromes
and airwvays facilities and, in respect of specific
accidents for accident. investigation, research and
rescue operations ~ authorisations were issued to the
Chairman, Central Contract Board and the Chairmen of
all Regional Contract Boaxds of the Department of
Civil Aviation on 8th Noverber, 1955 (amended 13th
June, 1957).

TFurthermore, two classes already specified in Treasury Regulation
52. - "works, supplies and services for the iiarine Branch of the
Department of Commerce in commection with the overhaul of and
repairs of vessels, boats and launches" (paragraph (1)) and "works,
supplies and services for the Works and Services Branch of the
Department of the Interior" (parsgraph (e)) - became inoperative
in 1942 and 1945 respectively when the particular functions were
transferred from one department to another - the Xarine Branch of
the Department of Commerce being incorporated in what now is the
Department of Shivping end Transport and the Works and Services
Branch of the Department of the Interior transferring to the
Department of Works., However, officers in both the Department
of Shipping and Transport and the Department of Works have cone
tinued to exercise "authoritics” to certify that the calling of
tenders is impracticable or incxpedient "in anticipation of amend-
ments to the Regulations",

28, in opinion was obtained from the Secretary, attorney-
General's Department upon the legal effect, if any, which was to
be attributed to these various "authorisations’. He advised:

"47, Since 1942, when repgulation 52 was made in its present
form, the Treasurer and certain officers of the Treasury
have, by notice in writing, vurported to authorize the mak-
ing of contracts for the supply of certain works, supplies
and services in accordance with the precedure laid down in
sub-regulation (2.) of regulation 52 in cases in which the
vworks supplies and services specified in the 'authorizations!
were not in fact referred to in that sub-regulation.

18, These 'suthorizations' were given, I understand, on the
assumption that regulation 52 would be amended by including
in sub-regulation {2,) references to the types of contracts
specified in the 'authorizations'.

Exhibit
No.42/5

Exhibit
No,42/20
paragraphs
17-20.
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19,  According to my instructions, thesc 'authorizations'
oould derive no support from sub-regulation (2.), oven if
the regulation is assumed to be valid in its entiroty,

The purported effect of the 'authorizations! was to dis-
pense from the necessity for compliance with sub-regulation
(1.) in cases that wore not speeifiod in sub-regulation (2.),.

20, In the case of !authorizations' for the procurcmont

of works and services, no dispensation from the requirements
of regulation 52 (%,) was necded since the regulation was and
is, in my viow, invalid to the extent that it purports to
npply to works and scrvices. In the case of authorizations
for the procurement of stores, those which foll outside the
list set out in sub-regulation (2,) would be inoperative as
inconsgistent with so much of rogulation 52 as was validly
made, "

29, ALt the time of our public hearings in april, lay

and June, 1959, over 9% years had elapsed since an "authority!

had first been issued to the ostuastor-Goneral's Department, with
. lesser but still substantial periods in the casss of the Depart-
ments of Health and Civil Aviation, (It was not until 1957 that
the Treasury became aware, aftor receiving an opinion from the
sttorney-General's Department, that the authorisations %o the
Departments of 'forks and Shipping and Transport werc ineffective.)
Your Comaittee are concerned that the Treasury allowed so long a
tine to elapse without amonding vhe regulations to Valilate The
anthorities; UAKING The NeoessAty aMenaments would have prosented
1ittle difficulty. hile accepting the statemont of Tho Lreasiry
that 1t Das boen operating With SHOrtages of STAIT YouT Uounitiec
do consider that this particular matter, involving as 1% di.d
certain doparizents AcLihg outside 1he CXiSTing 1aw, was one that
WATTeNted SOHe Priority of abLontiohs

30, On 4th ilarch, 1959, tho Parliamentary Draftsman was
asked by the Treasury to put in hand the dralting of these and
other minor amendments to Treasury Regulation 52,

3. There is one other aspect of this matter to which we
find it necessary to direct some attention, The Ludit Office

Exhibit No,
42/46

Qs.113,
1173,

Exhibit No.
42/45,
Appendix
No. 3.

conourred in the issue of the "euthority" to the Postmaster-General!s

Department in 1949, In this regard the advice of the Treasury to
the Departuent read:

" The difficulties experienced by your Department arc
fully appreciated and therefore the Treasurer has approved
that your Department be authorised to anticipate an amend-
ment of Treasury Regulation 52 (2). to add a further sub-
paragraph on the following lines:~

'Purchases made or approved by the Tender Board
of the Postmaster-General’s Department, *

The Jjuditor-General has given an assurance that this
approval by the Treasurer will cbviate amy query which.
would otherwise be raised by him in this matter,®

32, While successive suditors-General have drawn attention
in a number of their amual reports in recent years to the need
for a comprehensive review of the iudit act they have not in-
formed the Tarliament of these pursisting departures from the
provisions of Treasury Regulation 52,% Quis custodiet ipsos
custodest!

Q.1178

Exhibit

No.42/19,,
Staterment
D, para,2.

X Section 51 of the Awdit Act 1901-1959 provides, intor alias-

"The Auditor-Gencral shall forthwith examine such statement and prepare

and sign a report explaining such statement in full and showing:~-

ceee (D) full particulars of every case in which the provisions of The
Constitution or of this or any other Act or the regulations or any
forms shall not have been carried ovut or sdented or shall in any

@mmme hett v v hel g poerdsT Do, eweas
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(8) he approval of tho Governor-General

38, Since the promulgation of the Treasury Regulations
in 1902, the practice of sesking the approval of the Governor-
Generdl in Council to expenditure has been an important except-
ion to the general principle of public invitation of tenders,
Initially it was the sole alternative available to those depart-
rents that had not specifically been granted exewmptions from
the operation of the Regulation ~ more recently it has been one
of a number of alternatives open to a department that 4id not
wish publicly to invite tenders, & Victorian Stores and Trans-
port regulation of 1874 seems to have been the first occasion
on which the provision now embodied in the Commonwealth regula~
tions took shape. The action thenm taken, followed the recomm-
endation of a Cormittee which was of the opininn "thab important
public works should not be executed nor large supplies be obtained
without contract except with the sanction not alone of the
siinister concerned but of the Bxecutive Government,..,".

34, Your Comnittee considered the notifications of ex-
penditure approved by the Governor-General vhich sppeared in the
Commonwealth Gazette during a period of some months in 1958 and
1959,  Because of the apparently trivial naturc of some of the
items notified, we called before us representatives of the Jrime
lilnister's Department (Which provides the secretariet for the
Executive Council) and the Department of Health. (which submitted
the greatest nurber of items to the Zxecutive Jouncil in the
period reviewed).

35, During 1958, 363 items of expenditure, totalling
£903,804 were approved f)y the Governor-general under Treasury
Regulation 52, Of these, 147 items or 40% were for amounts bet-
ween £200 and £500 and a further 76 or 2i% for amounts between
£500 and 31,000, Thus some 617 of all orders so approved were
for amounts of £1,000 or less,

36. Of the remaining 140 orders, 57 were for amounts
between £1,000 and £3,000, 19 for amounts between £3,000 and
£5,000 and only 34 or 9.4% for amounts in excess of 35,000,
Executive Council liinutes submitting iteus of expenditure for
approval under Regulation 52 represented 6,6% of all Minutes
submitted by departments,

37, The four Departments which mainly used this procedure
for approving expenditure in 1958 were:

Department Number of Total

items smount

Submitted £

Department of Health 149 324,680
Department of Territories 73 117,274
Department of the Interior 52 265,927
Department of Civil Aviation 31 122,450

The items covered a wide range and included specialised equipment,
motor vehicles, -expenditure on special functions, printing and
clothing,

38, Of the 149 items submitted by the Devartment of Health,
59 (40%) involved smounts not exceeding £500 and our discussions
with the Department disclosed that it had come to use the Executive

Victorian

Gazette No,
37 of 30th
ilay, 1874,
page 1064,

gEs

See also
paras, 11
and 12
above,

Exhibit No
42/31,

Exhibit
No.43/31.

Council procedure as an easy expedient to avoid alleged tiue~consuming

methods., It seemed to Your Committee that, when the authority
could not be exercised to certify that public invitation of tenders
was impracticeble or inexpedient, it had become the rule to sesk
the approval of the Governor-General, and to invite public tenders
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the exception. This is reflected in the following statistics of
orders in excess of £200 placed by the Department of Health in a
period of three wonths in 1958:

Exhibit No
] X = 42/33,
Total Analysis of Orders
Value number
Category of Execut- Certifi~ | Public Pariod
ive cates of | Tenders | Con-
Council inexped- tracts
Approval ienc;
#
200- 500 32 9 (15) 20 2 1
501-1000 27 8 (9) 13 5
1001-1500 15 7 (3) 5 3 -
15012000 1 1 (2) - - -
2001-3000 3 2 (3) 1 - -
3001.-4000 2 1 (€] 1 - -
4001-5000 1 - () - 1 -
5001 & over 12 7 (9 1 4 -
93 . 35 (37) 41 15 Vo2
% The certificates related to purchases of special
glassware, pancreas and pituitary glends by the
Comonwealth Serum Laboratories. See paragraph
27 (ii) above,
# These figures represent quarterly averages based on
the statistics for twelve months submitted by the
Prime Minister's Department (Exhibit No.42/31).
59.’6 In its submission to Your Committee the Department
said:
" Except for the Commonwealth Serum Laboratories and Exhibit
the Northern Perritory Division of this Department, gther No.42/33

requirements in excess of 2200 are submitted for Executive
Council approval unless specifically exempted by Treasury
Regulation 53, In the Northern Teiwitory a Tender Board
has been constituted and where practicable public tenders
are called for period supplies, Otherwise Zxecutive
Council approval is obtained,

In the case of the Commorwealth Serum Laboratories
where orders are over £200, the procedure is as follows =

(a) Orders are placed under existing contracts of the
Coumonwealth Stores Supply and Tender Board for
items available in this manner,

(b) Vhere there are no contracts that can be used public
tenders are called wherever possible,

(c) Where it is not practicable to call tenders at least
three representative quotations are solicited and
Executive Council approval obtained, The only
exceptions to this rule are where there is only one
source of supply.
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(d) Por special glagsware, pancreas and pituitary glands,
certificates of inexpediency are obtained,

. . . . .

Yo difficulty is experienced in obtaining supplies

in accordance with the current procedure, The present
linit of £200 imposed by Regulation 52(2) is extremely low,
based on present-day values, The calling of public tenders
is now required to be undertaken in many instances for

what are comparatively small amounts. As a resulb, although
tenders are called, it is cumbersome and time-consuming To
prepare and execute contracts, 4 nuaber of items are
therefore. submitted for Bxecutive Council approval in lieu

of_executing contracts.

In a Department such as this one with many different
activities with widely different tasks to perform using
specialised equipment, the most expeditious way to obtain
supplies in wmany instances is by use of the lixecutive
Council epproval method.,,,v

{In both cases the underlining has been added by the
Committee

40, An amendment to the Treasury Instructions dated ist
March, 1959, and circulated late in April 1959, suggests that the
approval of the Governor-General should be sought only in special
cases. Paragraph 28 of section 13 of the Instructions reads:

"Tenders to be Invited and Contracts Taken,

28, The underlying intention of regulation 52 is that Treasury
tenders should be publicly invitesd, by press or Gazette Manual
advertisement, thereby giving to all persons interested Pagse 192,

an opportunity to tender, .... If, for specisal reason,

i% is necessary that quotations be obtained from only a
limited number of suppliers an? the droposed expenditure
exceeds £200, those provisions of regulation 52 (2) which
relate to the authority of the Governor-General in Council,
or to the obtaining of a certificate of inexpediency from
the Secretary, Department of the Treasury or a person
authorized by him, shall apply."

(fThe underlining has been added by the Commitbec.)

However, the earlier instructions made no suggestion of restrict-
ion and appeared to allow a department to exercise a clear
preference in the matter., Paragraph 28 then read:

"Tenders to he Invited and Contracts Teken.

28. The underlying intention of regulation 52 is that

" tenders should be publicly invited by press advertisement,
thereby giving to all persons interested an opportunity to
tender. .... ¥here it is found preferable to obtain quot-
ations from & Llimited rumber of persons or firms and the
proposed expenditure exceeds £200, that provision of
regulation 52, which relates to the authority of the
Governor-General in Council, operates,!

(The underlining has been added by the Comauittee,)

Paragraph 29 commenced "Regulation 52 lays down the principle
clearly that tenders are to be taken or the approval of the Govemor—
General in Council cbtained ,.." and, read in conjunction with
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paragraph 28, could have suplorted a view that a department might
either seek the approval of the Govermor-General or invite public
tenders, without evoking adverse oriticism,

4, The Department of Health maintained that there was

no specific restriction placed upon the use of the Executive Council
procedure and that. the Department had aperated in strict compliance
with Treasury Regulation 52,

"COIAITTER MEMBFR: ..,. First, do you interpret fron QS.762~
Regulation 52 that tenders shell be publicly invited 765,

and contracts taken for all requirements when the
estimated cost is £200 or more, except under approved
circumstances?—-- (:zt, TUNLOP)¥ Mo, T think the pro-
cedure that we have been following' is specifically
provided for in Preasury Regulations, and there is no
particuler restriction that I know of placed on that
particular regulation under which we operate,

COMSITTES MRMBER:  Would you say that to comply with
Regulation 52, the approvel cxceptions from the calling
publicly for ‘enders should be kept to a minimum?-~—

(MR, TUNLOP) There is no requirement that I know of
necessitating that to be done. IF there were a require-
ment, we would follow any particular procedure set out
in the Regulations.

COMITTEE }MEMBER; Do you not feel that the wording
of Regulation 52 establishes a basic principle and goes
on to provide several provisos or exceptions to the
rule?--- (MR. TUNLOP) No.

COIATIEE MRDIER: You would say, then, that the
Department of Health in your opinion has operated in
strict complisnce with Regulation 527-—-(iR. DUNLOD)
Yes, "

42 Althourh the Department of Health may have operated

strictly within the 1limits of Treasury Regulation 52 Your Committee
cennot support the Department's attitude in this mabter, e are
of the opinion that the Department did not cvince a proper
gppreciation of the standing of the Hxecutive Council, and the
Governor-General in the administration of Government, othervise

it would have hesiteted to submit to _the Governor-General some N

at least, of the items that rere the subject of wxcouhive Gouncil
ninutes,

43, We discussed with the Department seven items which
appeared smongst those notified in the Gazettes of 154h January,
12th February and 5th liercu, 1959, The explanations given by
the Department in respect of these items are:-

(a) "£980. - British Unived Dairies Pty. Ltd., 33 King- Exhibit No,
street, Melbourne, Victoria ~ Purchase of 5 tons 42/34
refined laciose, requived Ior the manufacture of Gazette No,
penicillin at Commonvealth Sexrum Laboratories, 4 of 15th
Kelbourne," January,

1959,

In this case the Department sought quotes from a number

of suppliers tut received two only, The successful Q8,778 and

supplier submitted the lower quotation. 779.

(v) "£650. - J. W. Handley, 649-655-7 Victoria street, Eaxhibit
Abbotsford N9, Viectoria, Purchase of cases and No,42/34

pocket-clips used in the asscmbly of hearing aids

& %r, D, G, Dunlop, Assistant Divector, Istablishment end Finance,
Department of Health.
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at Commomwealth scoustic Laboratories, Sydney."
The Department explained:

Y., ..About 1955 we first bought these items from Q.779
this firm, It was the only firm interested in making
the dies for them, So, na’cuzal:ky that firm having
made the dies, further orders are placed with it, I
would say that at some stage should ve change the form
of our particular hearing-aid, bringing in some modi-
fications, we would again cell guotations for the dies
and the placement of fhe order. But at present in
regard to that item, that firm gave the only quote for
the dies involved, I think that since 1955 we have
bought from that particular firm, ... We feel that we
get quite a good product at a very reasonable price from
this firm, ..."

(o) "£346. - Hardie Rubber Co, L$d,, 65-G5 Hansen-street, Exhibit
Adelaide, South Australia ~ Purchase of 528 vairs of TNo,42/34
sandshoes, various sizes required for use by the
inmates of the Bast Arm Leprosarium., Northern
Territory.*

In this instance the Depariment sought quotes from ten
potential suppliers located throughout Australia, The
quotation was accepted on the basis of guality and price,

(d) "£270. - D, & ¥, lurray (Aust,) Ltd., enr. Creek and Exhibit
Elizabeth-streets, Brisbane, Queensiand - Purchase No,42/34
of 288 pairs pyjamas, for use by patients in Alice
Springs Hospital, Northern Territory.

£290, - G, & R, Wills & Co., 573 Wellington-street,
Perth, Western Australia - Purchase of 288 pairs
winter pyjamas, for use by patients in Alice Springs
Hospital, Nortaern Territory,"

The Department said:

".... both (items were) dealt with at the same time, Q.783
In this case, we cbtained 26 quotes from 21 suppliers,

and again ve sought quotes in all States, The lowest
quotation was, I think, round about 11/~ or 12/- and

the highest about 52/- The one we accepted was of

the order of 17/6. ..., So far as that item is

concerned, the quote we accepted and the item itself

were examined by the mabron of our hospital and the
recommendation vas based on a quality-orice basis,”

(o) *£740. ~ Sterling Henry Liiited,, 509 Queen-street, Exhibit
Brisbane, Queensland - Purchese of clothing for use TNo, 42/34
by patients at Jast Arm Leprosarium, Northern
Perritory.”

Twenty-one quotes were obinined from all States and the Q.787

successful firm was chosen on the recommendation of the
matron of the Darwin Hospital.

(f) "£550, - Lebel (Aust.) Litd., Actil-avenue, Woodville, Exhibit
South Australia - Purchase of 400 white hospital sheets No,42/34
for use in Darwin Hospitel, Northern Territory."

Quotations were obtained from 25 potential suppliers, Q.7%4

Your Gommitiee consider that there were alternatives
avallable %o the Department of Henlth for dealing with these matiers
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that would have svoided the nesd to bother the Executive Counoil
and the Governor-Genoral with them, ~ Taking first the order
placed with 7%, Hendley, we suggest that, if the Department was
Justified in itd view that public tenders need not be invited
then either the Department of Supply Contract Board or the Commons
wealth Stores Supply and Tender Board would most likely have

been willing %o issue a certificate under sub-section (2) of
Regulation 52. We were told that such an arrangement existed
for special purchases by the Commonwealth Scienbific Industrial
Reseerch Organisation¥, ;~

"(MR. HEWITT).,.. This problem came before the Treasury
in connection with the Coumonwealth Scientific and
Industrial Research Organisation, which was perturbed

at what it believed to be the very large number of pur—
chases which it could make only from one source or one
supplier, or which were of an urgent nature, and it had
to resort to the Exscutive Council., The Treasurer took
the view that for reasons which the Chairman earlier
touched upon a new exception. should not be put forward
at this time, in anticipation of the amendment of the
regulations, but it was suggested to the Organisation
thet it could be assisted by the Commonwealth Stores
Supply and Tender Board which also provided an spportunity
to lessen the burden of work involved in making purchases
without the calling of tenders and quotetions, That
oourse was followed by the Organization and I tender for
the information of the Committee the record of the number
of purchases which have been approved on behalf of the
organization by the Stores Supply end Tender Board with-
out the public invitation of tenders, This covers ;:}xe
period from July, 1957 to the end of January, 1959."

45, In the remaining six cases where the Department of
Health obviously went to scme trouble to obtain quotes from a
large number of potential suppliers, the requirements of Reg-
ulation 52 would have been meb if, as well, en advertisement
had been inserted in the Commonwealth Gazette - a relatively
simple matter,

As mentioned earlier, because the Deparitment of

Health considered it cumbersome and VTime-consuming o prepare

and execute caontracts for some _items, it adopted the altermative

of submitting those items for the 2_approval of the Governor-General,

The Departuent explained this further:

" ... With regard to the cosment that the calling of
tenders is cumbersome and time-consuming, that is to be
read in relation to oux present procedure, particularly
in regard to our business undertaking, the Commomvealth
Serum Laboratories, At present we have no contract
forms as a reguler course of handling these things, so
if we are required to enter into a contract - and we do
in some cases - special documents have to be prepared,
In the light of that procedure end the fact that we do
operate minly under Treasury Regulation 52(9), it is
time-consuming and cumbersome. But it is in relation
to the present system that we have made that comment,
and it relates mainly to the faot that we have not a
normal contract procedure and the documents have. to be
filled in on each occasion.!

% A similor arrengement operates for purchases by the Depart~
went of Territories - see paragraphs 186- 167 below,

¢ In this period 44 reguests were approved covering items such
as livestock, wool and equipment - See Exhibit No.42/9,

Q.772
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47, Your Committes make three comments. Firstly, it
may not have been essential for the Departaent to have executed
formal contract documents¥ but if so, then there should have been
Tev problems sbout establishing a standerd contract document.
Secondly, we consider it hardly eppropriate that the time of the
Governor-General and his Executive Council, of the Minister of
the Department and senior depantmentel officers should be taken
up simply because it was conszidered tiae-consuning to prepare
and execute a formal contract. Thirdly, assuming that a formal
contract was necessary adequately to protect the Commonwealth,
then thet protection was lost when, in lieu, the Department
sought and obtained the Governor-General!'s spproval,

48, The attitude of the Priwe ilinister's Department

2150 caused us some concern, 01his Department ©Droviies thne

secretariat $o the Executive Council an? Ixecutive Council

minutes are channelled through it. The Department contends

that since such minutes are prepered by responsible officers and Q.745
approved by a responsible ifinister it is quite oubside its

prerogative to question the appropriatencss of a minute so pre-

pared,

49, Discussing the use that has been made of the Execut—
ive Council by the Department of Health, My, M. C. Tiubs, First
Assistant Seoretary, Prime Minister’s Department, said:

"The Department of Health is using the Executive Council 08,749
precedure in accordance with its right under the Reg- and 750
vlation. It is not sbusing the principle of the Reg~

uletion in so doing, Having said that, T would go back

to my original observation that these matters having been

considered in that department by responsible officers, and;

wore perticularly, having the approval of the Minister for

Health, we would regard it as quite outside our prerog-

ative to query them, or even to form an opinion on whether

the use of this procedurs was in any way doubiful. ....

COMIITTER MIMBER: Does the Council itself regard it

as satisfactory that it is used as a vehicle in connection
with such a large number of small orders?e-- (MR, MGGJSKZ‘R)?{
The Council has not expressed a view in those terms, bub
there is a genersl feeling that it would be desirable if

the number of minutes involved could be reduced without
affecting efficiency, in view of the beavy load that the
Governor~General cerries already in the signing of a

large number of documents every week,”

At a later stage lfr, Tiwbs said:

"..es We would think that ainisterial responsibility having Q.755
been exercised, and a Minister having decided that he

wants to put a matter threugh the Executive Council, it

is no part of the function of a public servant to tell

bim that this could not be done.?

50. Of course, Your Comaittee would agree that it is

not the function of a public servant to tell the Hinister of
another depariment what he can or cannot do and the witness Ynew
quite well that the question is not posed or decided in this bald
fashion, But as the body servicing the Ixescutive Council we feel

& For en earlier discussion on this question see paracraphs
22 and 23 above,

4 ¥r, J. licCusker, Secretary, Federsl Txecutive Council,
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it_inocumbent upon the Prime Minister's Department to review from
time to time the practices and procedures associated with the
Council, including the nature end substance of the mabtters sub-
mitted to™iT.X

51, As we comuented earlier, Your Commitbee consider
that the use made of this provision in Treasury Regulation 52
has not always been appropriate and we sugeest the Urime
Minister’'s Depertment might review the situation. loreover,
if, as seems possible, the lack of review has extended beyond
the field of Regulation 52, we recommend that a general review
be undertaken of the type and nature of matters beinp submibted
Go_the Executive Council snd the Governor-General,

(e) Certificates of Inexpedienay

52, The origin of the provision that the Secretary,
Depertment of the Treasury, or a person authorised by him may
certify that to invite tenders publicly is ipracticable or

inexpedient is discussed in Chapter II, while earlier in this Paragraph
Chapter Your Committes have considered the meaning of the 16

words "impracticable or inexpedient" and the legality of

certain authorities issued by the Secretary Department of the Paragraphs
Treasury, 24-32,

53, Prior to 1940, the exceotions to the Regulation

vicre in the form of exemotions which were listed in sub-paragraphs
(a) to (J). The 1940 amendments were achisved ‘broadly by re-
taining the list of exceptions but making them subject to the issue
of a ‘certificate of inexpediency". The form of the auendment
had certain defects; some types of expenditure, which now be-

came subJect to certification, in fact still warranted an un-~
restricted exemption from the Regulation. Two items in this
category are at present specified in sub paragraphs (a) eand (3)

of the Regulation, viz:

“(d) works executed at and supplies issued from the Treasury
Commorwealth or a 3tate Govermment Printing Regulation
Office, Comonwealth factories, Commonwealth 52, sub-
workshops, Commorwealth stores or Commonwealth section
dockyards; 2).

(J) works, supplies and services which by their nature
can be rendered by a State Government Department
only."

These defects were recognised by the Treasury in a Treasury In-
struction, subseguently issued, which purported to exempt gener—
ally these two classes of expenditure from the statutory require-
ment that tenders be publicly invited,  Instruction 32 of
section 13 of the current Treasury Instruction reads:

" A general exemption has, however, been granted by Treasury
the Secretary, Department of the Treasury, that the in- Hanual,
viting of tenders is impracticable or inexpedient for: page 1924,

the follawing:~

% Sub section (2) of Section 25 of the Public Service Act

1922-1957 reads:-

"The Permenent Head of a Department shall be responsible for
its general working, and for all the business therecof, and
shall advise the llinister in all matters relating to the
Department, " .
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(1) works exocubed at and supplies issued from the
Comonwealth or a State Government Printing
Office, Commorwvealth factories, Coimonwealth
workshops, Commonwealth stores or Commonwealth
dockyards; and

(i) works, supplies and services which their
P
nature can be rendered by a State Goverment
Department only."

54, In the light of this Instruction, Your Committee
wvere interested to find that the Treasury had recently questioned
the validity of' a certificate under Treasury Regulabion 52 issued
in 1941 by the Secretary, Departuent of the Navy, dispensing
generally with the calling of public tenders in the following
cases:-

"(a) Works, supplies and services for the Deparitment
of the Navy in connection with ship building,
the fitting out of, overhaul of, and repairs to,
vesgels, boats and launches.

(t) Preight paid to shipping companies.

(c) Urgent purchases by H.2L,A. Ships when time will
not permit of public tenders being invited,

(d) Purchases made from State Supply and Tender Boards,"

In this context the Treasury and the Audit Office considered that
individual certificates vere necessary on each occasion that tenders
were not publicly invited, The Navy did not agree.

VCOMUITTEE ME2BFR: lir. Hewitt, under Regulation 52, can
there he such a thing as a general certificate of inexped-
iency?---(tR. HOWITT) I do not think so.  (MR. COLGAN)
Might I disagree with that? Regulation 52(2) indicates
the occasions when the certificate of inexpediency sy be
utilised, There is no restriction in that particular
sub-regulation to say that an individual certificate only
st be issued. If you veed Regulation 52 (2) (k) in
conjunction with the preamble to that sub-regulation, I
think it speeks in the plural and could easily be taken,
at least by a layman, to suggest that a general certificate
is adequate or anpropriate in certzin circumstances. Te
have been working under a general certificate for many
years, and also during the war poriod, which suggests that
it was legal in thosz days with the Treasury, and no doubt
it still is legal. (OR. NEMGAN) T would not agree with
that, that any blanket authority is given at all, I
should sy that the certificate of inexpediency must be
given in reletion to each particular undertaking or work,
or individval order, that is being issued, I would not
read Regulation 52 as giving a blenket authority, despite
the fact that the inexpediency provisicn does relate to
works included in. the defence of the Commonwealth.

(MR, COLGAN).... The Treasury issued a general certificate
to the Department in 1941, That would suggest that it was
legal then. The regula®tinon has not been altered since, so
is it illegal now? het is the point I am trying fo make,

Exhibit
Ho,42/43.

Document
T.R,40.

(s.658,
659 and
682,
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CODITTEE MABER:  Would you cere to explain that matter in
a little more detail, i, Hewitt?--- (MR, HEWITT) I an try-
ing to turn up the 1941 advice. I have not got it in front
of we at the moment,¥ It was an authority to the Departwent
of the Havy consistent with the authorities that had been
given in the past to departmonts, There was no thought
expressed in the papers that semeone would have been able to
say that all purchases of that class henceforth were exempt
from public tenders, The matter came under the nobice of
the Treasury in correspondence in 1957, and the Navy was
advised in March 1958 that while the previous wartime
delegation virtually provided for a block excmpiion of
certain categories, it explained that it was considered
that the issue of this fype of certificate was not in accord-
ence with the intention of Regulation 52 and that the
Treasury did not agrees to its continuance. The belief was
that there should be individuzl certificates on individual
occasions,!

Should Regulation 52 be retained in its present fomm, the validity
or otherwise of general exemptions such as have bean given by the
Secretary, Department of the reasury and the Secretery, Department
of the Navy, would need to be determined.

55, The following statistics, based on a Ytypical® periocd
of three months in 1958, show the extent to which major purchasing
departments have availed theuselves of certificates of inexpediency.

Total Total No. Relationship - Certificates
No. of | of Cert- to Orders.
Department | oraers | ificates

Overall | £201- | £1001- | Over
£1000 | £5000 £5000

Postmaster-y| 2,538 | 147 5.8% 6.06 | 5.3 | 4.%%
General's ‘

Supply 2,074 728 35,04 37.0% 36.0% | 28.0%
Works I 2,118 s60 || 26,08 | 50.0% | 24.00 | s.8%

56. The statistics show a wide variation in use .of certifi-

cates between the Postmaster~General's Department on the one hand

and the Departments of Works and Supply on the other, But what

perhaps is more significent is the rclative stability in the rela-

tionship between certificates issued and the total number of orders;

over the whole range of value categories. the only warked drop in

the over 25,000 group is in the case of the Devartment of Works,

Additional statistics which Your Committee obtained from the

Australian Capital Territory Branch of the Departuent of \orks See para-
suggests that this drop is a characteristic of the works and ser- graphs 60~
vices activities, as disbinct from the stores purchasing activities 65 below,
of that department,

57, Both the Departments of Supply and Works have used the
certificates to add flexibility to their purchasing arrangements and

this agreed with the Treasury view of the purpose of the provision.

The Treasury emphasised that the procedure vlaced responsibility Q.1393
where it should rest when individual purchases were nede without the
invitation of public tenders.

k& See Exhibit No,42/43,
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58, Authorisations by the Secretary, Department of the

Treasury to persons to certify that the calling of public tenders

is impracticable or inexpedient have not been extended to all

degartments,  Only the Department of Supply (through its Contract

Board) ,. the Postmaster-General's Departuent and the Departaent of

Works, and three other organisations - the Commomwealth Stores

Supply and Tender Board, tho Commonwealth Ryilways and the War

Services Homes Commission - have what might be termed full power

to issue certificates in respect of their operations; Timited

authority has been extended to the Departments of Civil Aviation,

Health, National Developuent, Shipping and Transport, and Navy

and the Commorwealth Scientific Industrial Research Orgenisation, Exhibit No.
Details of the authorisations current at April , 1959 appear in 42/5,
Appendix No, 2,

89, The extent to which authorisations could be igsued

by the Secretary, Department of the Treasury, has, of course, been

limited by the form of the Regulation; however, this hes not, as See para~
earlier mentioned, prevented the Secretary from issuing authorities graphs 27—
beyond the limits of his power, However, since 1940, the Treasury 32.

has also refused a number of requests from departments to be

granted auwthority in the terms of the Regulation. Regarding this

the Treasury said:

n In congidering the requests it has been the practice Treasury

in the Treasury not to extend the authorities unless there memorandum
has been a real need demonstrated. The Treasury has con~ B.A.59,/1026
sidered that in principle, a wide extension of the authoris- of 10th
ations that would be infrequently used is not desirable," August,
59,
60, So that we might examine the use made of the

certificates, Your Committee arranged for the Australian Capital
Territory Branch. of the Department of Works to submit details

of the certific~tes issued by the Branch between ist January,

1959 and 3lst tarch, 1969, In this Branch, three officers - the
Director of Works, the Assistant Director of Works (Censtruction)
and the Construction Manager, have been authorised by the Secretary,
Department of the Treasury, to issue certificates,

[ The information was submitted in two broad categories -
purchases made by the Stores Scotion of the Branch and expenditure
processed through the Contracts Scction, The stetistics of

orders placed over the three months! period in the two categories
are as follows:

STORES SECTION ORDERS

Value Category Hio, No. in each Category
Publie Certifi~ Period
Tenders cates of Contracts
Qver Up to Invited Inexpad- Used
& £ Jency
200 - 500 73 14 14 45 Exhibit
500 = 1000 19 4 3 12 No.42/25,
1000 -~ 1500 8 4 3 1
1500 -~ 2000 47 11 4 2
2000 - 3000 16 3 6 7
3000 ~ 4000 1 - - 1
4000 -~ 5000 - - - -
5000 ~ 2 1 - 1
Totals 136 37 30. 69
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CONTRACTS SECTION ORDERS

Value Category No, No, in each Category
Public Cerbifi- Period
Tenders cates of Contracts
Over Up %o Invited Inexpediency Used
£ £
200 - 500 21 - 21 Exhibit
500 ~ 1000 23 6 18 1(£780) No.42/25
1000 - 1500 10 6 4 Appendix 2,
1500 - 2000 12 6 6 i}
2000 - 3000 7 3 4
3000 - 4000 5 4 1
4000 ~ 5000 10 9 1
5000 4“4 43 1(£7080)
Totals 132 77 54 1
82, The reasons givon by the Branch for ths issue of
certificates may be sumaarised as follows:
Urgency ole or Logcal Hinor Con-
pecial Supplier tracts Pro-
uppl ier cedurel
Stores Section 10 11 9 -
Contract Section 33 1 1 18

% This procedure is discussed in paragraphs
66-~71 belaw.

63, In relation to the Stores Section Orders Your Committee
note that:-

(i) the relationship between public tenders and
certificates issued is relabively static over
all value categories; and

(i1) oxtensive use has been made of period contracts
particularly in the lower value categories;
61% of all orders of a value between £200 and
£1,000 wers vlaced under period contracts,

These characteristios follow fairly closely thosc shown by the See pare-
statistics relating to the Postmaster-Genoral's Dedartment and graphs 55
the Department of Supply whose activities under Treasury Regulation and 56
52 relate essentially to the jurchase of stores, supplies and aboveo.

equipment. Only the Department >f “‘orks has any anpreciable
activity in the field of works and services,

64, The statistics for the Contracts Section show sub-
stantially diffevent characteristics; here there is a clear
inversc relationshin betweon the use of certificates and the
value of orders,

65, There ave two other matiers associated with this
provision %o which Your Committec wish to refer, Firstly,
although there is no legal requirement, the departments generally
agreed that, as o matter of sound administrative sractice there
would, or should be, a record of why a certificate had beon

Sought or granted in any perticular case, _ Secondly, it was also
agreed that the certificate should at loast be given before the
contract was arranged, although we Pfind evidence in the data sub-
mitted by the Australian Capital Territory Branch of the Devart-
ment of Works that this did not always occur; on ocoasions tenders
have not been oublicly invited and orders have been placed in antici-
pation of the igsue of a certificate.
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(£) The Minor Contracts Procedure of the Australian
Cepital Territory Branch of the Department of Works

66. In September, 1958, by advertisement in the lacal
press, the Cenberra Branch of the Department of ‘Torks invited Exhibit Vo
oontractors, who were interested in quoting for work up to the 42/24,

value of £2,000 to vegister with the Department., It was stated
that those ocmtractors who registered would be given the oppor-
tunity to submit quotations for work of the type in which they
were interested, Classes of work specified in the advertisement
were small buildings, tuilding alterations, plunbing, electrical,
painting, hot water and heating, ventilation, concreting kerbs

and gutters, footpaths, drainage, fencing and termis and basketball
courts, These firms which registered then formed the basis for
operating a procedure which proviled for the issue of a cerfificate
of inexpediency and the call of quotations from a Limited number
of operators, in lieu of publicly inviting tenders. In the three
months, ist January to 3lst Merch, 1959 the procedure was imvoked
on eighteen occasions for jobs ranging in cost from £274 to

£1,321.
67. The Department informed Your Committee that the pro-
cedure had been introduced for two main rveasons:
(i) Following an investigation of the Department!s day Exhibit No,
labour activities, the Public Service Board had 42/25,
recomnended thabt greater use should be made of page 1,
small contractors. paragraph 3,

(ii) There had been difficulties in arranging for small
Jobs %o be done under the normel tender system,
The Department said generally the response to
invitations to. tender for small jobs had not been
good because of the extent of larger straight-
forward jobs on the market. Moreover, it had
been necessary o cancel a number of suall con-
tracts arrenged under normal tender procedure,
particularly in the painting category, because
of the contractors' failure to carry out the work,

68. The procedural instructions¥ established by the Gomnittee
Branch required a record to be kept in respect of each class of* Daocument
work, showing the names of interested contractors, the various 7,R.50

dates on which they had been invited to quote for work, whethen
quotes had been submitted, and the successful contractor for
each job, This record served as a rotetion register., 4s
well, a ocard was maintained for each contractor while other
cards recorded details of interviews with persons seeking in-
clusion on the departmental list. New contractors could be
added to the lists at any time, The instructions provided for
six contractors to be selected to quote for each job scleot-
ion being on the basis of nomination by the officer requiring
the quotes to be oalled with the balance, if any, being chosen
in strict rotation from the rotation register.

69, When }r. G. D, B, Maunder, Director of Works, Canberra,

appeared before Your Committee in llay, 1959, he told us that the Q.893

"ainor works procedure" had operated satisfactorily and that no

complaints whatever from contractors had come to his attentien, Q3,898 and
899,

& The first instructions issued were on a verbal basis,
Brief written instructions were issued in February, 1959,
and a more comprehensive set in June, 1959. (Committee
Document. TR, 50)
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He added that he was quite sure that the prices that were being
obtained under the procedure were equally as good as, if not better
than, would have been obtained by elling for public tenders; but
he went on to sey that he did not wish it to be assumed that the
procedure could be extended beyond the narrow limit to which it
was confined, He continued:

"... Wo ave operating here in Canberra in a field where
the: contractor potential is very heavily committed on
capital works, It has been wmy experience that no con~
tractor will tender for one of these aessy little jobs

if he can get a clear-cut Job like building a new cottage.
Alteration work and things of that natuxe ave wmost
unpopular,”

70. Subsequently, however, the Departuent found it
advisable to vary the procedure; as & result of an inguiry
directed to the Carberra Brench by Your Committee early in August »
1959 we were informed:-

" Although the small contracts procedure was function-
ing satisfactorily, experience disclosed that it had minor
weaknesses:

(a) Persons ar firms in nesd of work might not have the
opportunity to submit a quotation at the critical
time.

(b) Persons or firms with sufficient work in hand -
Departmental and/or other - might be invited %o
quote under the rotational system and not respond
because of the work in hand,

In either of these instances the Department would
not know the positien with the person or fimm when requests
for quotations were being prepared.

It vas decided that invitation of mublic quotations
by advertisement, in addition %o the rotation system,
would prove advantageous to the Department and small con—
tractors. “hilst it would not overcome (b) above, it
would help versons or firms coming within (a) above,

One distinct Departiental benefit is the dispensing
with the need for the Certificate of Inexpediency for jobs
over £200,

The new scheme was introduced with one quotation
that closed on 28th July, 1959, and it is too early yet to
form any real conclusiens, Hawever, of the four (4)
quotations that have been advertised to date, results have
been:-

(a) Number of registered contractors to whom
invitations were sent under the rotational
system: 18
(v) Huwber as per (a) who responded: 7

(o) Nuuber of registered contractors not invited,
but who submitted quotations:

(d) Number of "outside" contractors who submitted
quotations:

Under the new scheme, any prospective contractor may

Q.900

Committes
Document
T,R.56

request information (plans, specificetions, quotation Form, etc.)
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as 2 result of the public advertisement. A record is kept
of the names. of such contractors and of quotations submitted
by them.

It will be appreciated that the short time involved
prevents advertisemont in the Gazette, but all quotations
accepted as a result of public advertisements will be pub-
lished in the "Gasette" in accordance with Regulation 53,

71, The arrangements now made by the Branch for small
contracts are of particular significance because they illustrate
a degreo of flexibility which is already available to departments
within the limits of the prosent Treasury Regulation 52,

(g) Period Contracts

72, Recourse o existing period contracts is both a permiss—
ible way to avoid the calling of quotations or public tenders and

& means of ensuring efficient and economie purchasing, Once a
period contract has been arranged - us. : after the invitation

of public tenders - orders may be placed with the supplier with a
minimum of delay. Departments, generally, agreed that the nego-
tiation of period contracts was a most setisfactory way of obtain-
ing regular supplies; indeed the practice is most exbensive

amongst Couronvealth Government departments,

75, According to the statistics submitted by the Public
Service Board covering eight departments over a period of three
monthg in 1958, 42,9% of all orders in excess of £300 were placed
under period contracts. The following table, which has besn
compiled from the Public Sexrvice Board stetistics, shows the sit-
uation in more detail:

Value Category Number of Period Partic- Other
Dxaers Tontracts ULax
Yithin Utilised” Contracts

£s. Category 2 i3 %
200 - 500 4998 55.2 6.4 8.4
500 ~ 1000 1996 41,5 51,9 3.6
1000 ~ 2000 1146 34,4 60.3 5,3
Over 2000 1708 14,3 81.4 4.3

& Supplies obtained under certificates of
inexpendiency or with Governor-General's
approval,

74, The extensive recourse to weriod contracts for
purchases of comparatively low value is well illustrated by the
following table which is based on information submitted to the
Committee by the departments concerned:

Total Ratio of orders placed under period
Department Orders contrects within particulsr walue
| for & categories.,
. Months
£800- £500- - £100¢ over
. £500 £1000 ' £2000 £2000
% % % %
Civil Aviation 238 I 62.6 71,4, 50,0 Nil
ol w8 || s9.6 | 56,0 50,5 20.5
(Teble colntinued on fdllowing paze)
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Total Ratio of orders placed under periocd
Del;a rmont Orders contrats within particular value
for 3 categories,
Months ;
£300- | £500- £1000- over
£500 £1000 £2000 £2000
| % %
Repatriation| 659 59.3 49.5 I 46,0 31,3
Supply’ 1193 50,6 5,2 , 51,1 4.6
Works 2116 37.1 .‘ 20,7 12,1 4,3

% Pigures include canitracts placed on behalf of the Post-
master-General' s Departuent by the Commonwealth Stores
Supply and Tonder Board, the Department of Supply and
the various State Govermments.

# These statistics represent orders placed for delivery
to and payment by the Department of Supply. Contracts
acceptance and purchase orders issued by the Department
of Supply Contract Board for delivery to and payment by
any other deparftment are not included,

The lower ratio evident in the case of the Department of Works
probably stems from that Department's extensive work and services
activities which do not normally lend themselves to the letting
of period contracts.

75. The extent of the use of period contracts by depart-
ments is such that it becomes an important factor in any consder-
ation of the impact of Treasury Regulation 52 on deparitmental supply
activity,

(h) Ireasuzy Regulations 48 %o 53

76. Treasury Regulation 52 is only one of a series of
Regulations, nuibers 46 to 53 which are-concerned with the order-
ing of works, stores and services; these Regulations establish a
set of basic rules within which departments are required to oper-
ate, The following stetement, which was submitted by the Treasury
sets down in broad texms a sequence of actions which comply with.
those rules:

" Treasury Regulation 47(1) and Form 11 provide for Exhibib
supplies to be aobtained under a contract, The sequence No,42/4
of action if there is a contract (eitiher Commonwealth ox

State) or if supplies can be obtained frowm Commonweslth

factories, Commomrealth workshops, Comonwealth stores ete.,

is:~

(1) Requisition (Form 11) -
(2) prepared by the officer requiring supply;

(b) submitted to the futhorising Officer for a
certificate that 'Funds are available!;

(c) submitted for the approval of the Minister
administering the Department or that of an of
officer appointed by the Minister for the
purpose. N

(2) Upmn approvel of the Requisition (Form 11) the Chief
Officer or an officer suthorised in that behalf by the
Chief Officer issues a urchasing Ordes in accordance
with Form 13.
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Lf there is no contract Treasury Regulation 47 (3) and

52 provide for the public invitation of tenders prior to
the issue of the Purchase Order except that:~

(a)
O

if the estimated cost is between £25 and £200
quotations may be obtained;

if the estimated cost of the supplics. exceads
5200 and they are supplies described in (a)

to (k) of Treasury Regulation 52, certification

may be sought of the Secretary, Departuwent of the
Treasury, or a person authorised by him, thet it

is impracticable or inexpedient. to invite tenders;

(o) the Governor-General's authorisation may be sought

to the expenditure without the public invitation

of tenders,®
77, The Regulations thus extend to devartments a large
degreg of autonomy in the field of supply management. 7The See Chap-
appointment of officers to approve requisitions (Regula’aion 48) ter VII
and purchase orders (Regulation 49) and the arrangement of supply
rrocedures are all matters which are the concern of a department
itsel.f. This relative freedom of deparitments to manage their See¢ para-
own affairs became an importent consideration as our inquiry pro- graphs 14,
ceeded, 22 and 23,
below.
(i) Barlier proposals to change Treasury
78. Between 1942 (when the present Treasury Regulation
was promlgated) and 1958 when the Public Service Board initiated See para-
proposals to amend Treasury Regulation 53, which later rosulted graph
in the reference of the wmatter to Your Committec, there have been 83
a nurber of proposals mafe to the Treasury to vary the amount of below.
£200 at present specified in Treasury Regulation 52, Those of
which Your Committee have been informed are: Civil
Aviation
1948 - Depertment of Civil Aviation. menorandum
461/11/8
The Deparitment proposed that the amount be increased of 14th.
to £300, its main reasons being the "marked increases October,
in costs of production end distribution.”  since the 1948,

linit of £200 was promulgated, and the need to speed up
certain types of purchases,

1951 - Department of Supply

An inorease to £300 was pronosed because of the Exhibit

"difficult supply conditions®, No,42/10,

1952 - Department. of Defence Production

It was provosed that the amount be raised to £500,

A number of reasons were given including:

changes in the cost structure since the Hime the
limit of £200 was estaeblished;

(b) the purchase of certain stores could be greatly

% This is not entirely true of Service Departments which are

required by the Supply and Developnent Regulations to chamel
their purchases through the Contract Board, Department of Supply.
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facilitated; and

(o) having regard to changes in money value and the
present (1952) cost structure the interests of
the Govermnment and the Treasury would be no
less well protected than they were when the limit
of £200 was established,

1953 ~ Department of Trade and Customs

The increase proposed was to £500, The main
reason given was the alterotion in the wvalue of monsy,

1956 ~ Department of Works

The Department proposed a figure of £500 which it
considered was more in keeping with the original
intention of the Regulation., The Department said:

"the retention of the £200 limit during an extended
period in which prices have doubled, or in many
cases trebled, has greatly increased the proportion
of instances in which tenders should be called; it
has meant the epplicatirn of full temnder proceduxe
to purchases which ten ysars ago would have been
well below the £200 limit,»

1956 ~ Custons and Bxcise

A figure of 2500 was suggested as being nore
realistic in the light of present day costs,
Reference was made to the "considersble savings"
which would arise from such an increase. The
Department added:

",.. At present tenders must now be called for
all items of expenditure over 2200, Owing %o
the high cost of advertising, the actual cost is
considerably increased, particularly for itews
within the 2200 to N500 range. In addition,
there are other costs (which are incaloulable)
concerned with the preparation of drafts for
advertising, as well as the time taken in
obtaining initial quotations which, if the re-
striction was raised to £500, would be eliminated
in mogt cases."

79 Major alterations to the Regulation (which, however,
did not involve any change in the amount of £200) were proposed
by the Treasury in 1951 and notice of these was given to depart-
ments in Treasury Circwlar 1951/A8 of the 24th April, 1951, A
draft of the Regulations which still had to be confirmed by the
Attorney-General's Department was attached to the circular,
Subsequently, however, the Parliamentary Drafismen cast doubt
uoon the validity of some of the alterations suggested and the
proposals were left in abeyance for consideration with dudit Aot
amsndments, The matter was still in suspense at the time of
Your Committee's hearings,

80, A proposed new Regulation 47 provided that three
representative quotations should be obtained for purchases. cogt-
ing over £10 but not more than £200. The proposed Regulation
52 contemplated three major changes:-—

Ibid,

Ibid,

Exhibit
No. 42/1

Q.89
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(1) there was no provision for approval of expenditure
by the Executive Council;

(2) & generel power was conferred uvon the Secretary,
Department of the Treasury, to certify and to
authorise persons to certify, that to invite tenders
vwas impracticable or inexpedient; and

(8) there was a general requirement that purchases be
made through Contract Boands.

81, The Rogulation 52 proposed by the Treasury im 1951
read as follows:

"Tenders to be invited and confracts faken for supplies

(1) Subject to these regulations, tenders for supplies
shall be publicly invited and contracts taken -

(a) in regard to the defence of the Commonwealth
by the Contract Board of the Department of
Supply or, subject to delegation by that
Board, by the Commonwealth Contract Board or
the Controct Boart of a Department; and

(b) in regard to other requirements of the
Commonweglth, by

(1) tho Comomvealth Contract Board;

(i4) the Contract Board of the Depart-
ment of Supply; or

(111) the Contract Board of a department,.

(2) The last preceding sub-regulation shall not apply
in relation to eny supplies

(a) which sre executed at or issuod from a
Printing 0ffice of the Comnonwealth or
of a Comonwealth Authority, a State Goverrment
Printing 0ffice, Commonwealth stores or
Commonwealth dockyards, or the factory, work-
shop or store of a Commomwealth juthority;

(by vwhich by their nature cen be rendered by a
State Goverrment Department only; ox

(c) in respect of which the Secretary, Depart—
ment of the Treasury, or a person thereto
authorised by hi: in writing, certifies that
the inviting of tenders is impracticable ox
inexpedient and the purchase of which is
made or approved by the Commonwealth Uontract
Bonrd, tho Contrdcl Board of the Departucnt of
Supply, or the Contrict Boand of a Department,"

The Commoywealth Contract Board was to handle those purchases
which at present are made or approved by the Commonwealth Stores,
Supply and Tender Board, The Contract Board of the Department
of Supply is the existing Contract Board established under the
Supply and Developwent Regulations,

82, phe Contract Board of a department" was defined as
follows:

"(a) the Contract Board;

(b) = Regional Contract Board within a State or Territory
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of a Department of the Commonwealth appointed,
and to which powers and funotions, subject +to the

approval of the Treasurer, have been delegated, by
the. Minister; or

(c) a person employed by the Commomweslth to whom,
in relation to any matter or class of mattors
and subject to the approval of the Minister,
any of those powers and functions have been
delogated by thatlcnntmct Board, "

It is of some relevance that the definition provided that a

Contract Board could delegate any of its powers and functions
to an individual.
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CHAPTER IV.

TR DEPARTIENTS' PROPOSALS TO

CHANGE TREASURY REGULATION 52

83. The events that ultimately led to your Committee considering
Treasury Reguletion 52 commenced when the Public Service Board, in

June 1958, submitted to the Cabinet Committee considering Public

Service functions a proposal that the amount in Treasury Regulation 52

be increased to £500. Subsequently, and working %o a time limit of three
months fixed by the Government, the Public Servise Board circularised

the majoT purchasing departments and organized a small working party Q.1093
to examine the purchasing procedures prescribed by Treasury Regulations
47 and 52, As a Tesult of this activity in which the Treasury did not
participate to any appreciable extent, the Public. Service Board in dus
course proposed to the Government, amongst other things, that the

amount of £200 in Treasury Regulation 52 be raised to £2,000 or perhaps
£5,000 end that the inexpediency provision be liberalised substantially.
A number of the departments that were represented in these activities
supported the Public Service Board's views on that occasion.

84. The following table shows the various amounts proposed by
dgpartments in their initial submissions to Your Committee i~

Wo change

Department proposed £500 £1,000 £2,000
Air i x
Army , z
Auditor-~General x(worka) | x(supplies)
Civil Aviation x (a)
Health ' x
Navy x
Public Service )

Board i f (b}

Repatriation x
Supply x

Territories ' x
Preasury X
Works: x |

(a) The proposal of Civil Aviation was "not less than

£1,000"
(b) In the course of the public hearings the Publio Sce para-
Service Board changed its proposal to £1,000 or h 145
£2,000, grap
‘below.
85. The proposal of the Public Service Board that the amount be

increased to £2,000 was subject to two imporiant quelifications, viz.:-

(a) that public tenders should be called for all period
contractsy and

(b) +that it be left to the discretion of departments
whether tenders would be publicly invited for
purchases where the estimated expenditure did not
exceed £2,000.

« The Public Service Board also proposed that the existing restrictions Exhibit
upon the power of the Secretary, Department of the Treasury, to No.42/32.
authorise persons to certify to inexpediency be abandoned, The Auditop-
Generel, on the other hend, while slso suggesting a general authority,
proposed that it be vested in the Treasursr.
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86. Two ather proposals relating to the inexpediency

provision are of some interest, The Department of Civil Aviation suggested

that sub paregraph (a) of paragraph (2) of Regulation 52, which permits Exhibit
cortificates of inexpediency to be issued in respect of 'wurks executed No.42/22.
at and supplies issued from Commonwealth and State Government Printing

O0ffices or Qommonwealth factories, etc." might be amendsd to read "works,

supplies and services from Comtonwealth Departments or instrumentalities,

State Government Departments or instrumentalities or local Government
authorities," 'The Department of the Nevy proposed that those persons who Exhibit
were authorised by the Minister of a department, under Trezsury Regulation No. 42/
48, to incur expenditure should also bo empowered to issue certificates of .
inexpendiency. This, of couwss, would represent a svl:tantial liberalisation

of the inexpediency provision. ’

X X X X X
87. In judging the effect of the various departmental
proposals for variation in %hs amount of £200 it is first necessary to
congider in conjunction, the nverall pattern produced by Treasury Regulations
47 and 52, Treasury Reguiastion 47 is designed to deal with expenditures
of lesser amount than those which come within the ambit of Treasury
Regulation 52.

88. Under existing Treasury Regulations 47% and 52 the minimum
requirements (if public tenders are not ceiled) are as follows:

(a) BExpenditure up to £25 :~ If possible advantage should
betaken of existing contracis.

(b) Over £25 bub not erceeding £50:~ At least three
representative quotations, either orally ox in
writing, shall whensver possible be obtained, In
the case of oral quotations the details of the
quotations shall be recorded in the appropriate
departmental file.

(c) Over £50 but not exocseding £200. i least three
representative quotations shall be obitained in
writing,

(d.) Qver £200. As provided in Treasury Regulation 52.

89. Thus the offect of the Public Service Board's propogals,
subject to the proviso that public tenders will be called for all period
contracts, is to enlerge, from £50..£200 to £50-£2000 the area within which
throe written quotations would represent the minimum requirements of the
Roguiations, It is upon this change inrange_and the results which might
accrue from it that the ereater part of Your Committee’s inquiry has been
centred.

* As varied by Statutary Rule No. 9 of 1959,
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CHAPT®R ¥

IHw DeRPARTMENTS! REASONS FOR THEIR

PROPO3SALS

(a) Introductory

90. In seceking the views of the various depertments as to

wha¥ might be done with Treasury Regulation 52 Your Committee
aske@ for clear justification of any proposals pat forward.
0f _the gupporting arguments end reasons later submitted to us,

e found that many could not withsbtand eritical examination,

that i T'e_glroneous or misleadin Ve were forced to
X b_some devartments had no
understood thy se_or effach of T; ury Regulatio

or. the rorelation between the R ation and ot T

inker-relation betueen the Rsgulabion and other Tregsury
Regnlations connegted with the sxpenditure of money, and this
Wi .

s_distyurbin Youyr Commi tt,

91, We make that comment in the knowledge that our
inquiry followed an investigation by the Public Service Board
and certain departments. The subject of TIreasury Regulation
52 vias not novel to those depariments that we approached and
the majority had, after due consideration, supported, at
least in principle, the proposals for substantiel. alterations
in Treasury Regulation 52 which weres submitted to the
Government by the Public Service Board late in 1958,

(b) The case of the Public Service
Board

92, : OF those submissions to Your Committee proposing
a_change in the amount of £200, that of the Public Service
Board is, of course, the most important. The individual
departmentel submissions reflected (or should have reflected)
a view related to their own individual needs or requirements;
the Public Service Buard's submission, however, was the
result. of a general investigation; it represented the troad
approach: what the Public Service Board considered would be
the best way of conducting the business of government
procurement..

93, Broadly the Board's submission was based on

(a) discussions with departments end procurement
officers about problems of supply. _

(b) a detailed statistical analysis of departmental
supply trensactions and the general pattern of
those activities.

(c) the cost of alternative procurement processes snd

(4) consideration of the purchasing procedures of
other governmental bodies and outside agencies.

See para-
graph 83

above,
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The purposes which the Public Service Board considered would
be achieVed by its proposals were agserted to be fgster
procurement action and lower administrative and other costs',

' Ihe following extracts from the Board!s summary
of Ats initial submdssion to uhg Commi ttee explain the Board!s
approach to_tha problem of Treasury Regulation 52 in more
detail.

"(The Board's arguments) are based on the following
guiding principless

Consistent with procedures which ensure reasonable
prices and are abcve public eriticism

(a) to apply the nimplest ond most expeditious
procedures to the greatest possible number of
transactions; .

(b) to restrict the use of more detailed and formal
procedures to those transactions where the value
involved is significant or other circumstances
warrant such action.

The Board's recent survey on which the suggestions
for revision of Treasury Regulation 52 are based. cover a

representative period of (in the main) three months! orders

placed by the ‘major ordering Departments and one
representative of the smaller purchasing Departments.
(Postmaster~Generalls, Works, Civil Aviation, Supply,
Navy, Army, &ir and Repatrlahon)

Diring the survey, the views of representatives of
the State Tenders Boards of Victoria and N.S.W., of the
N.S.W. State Auditor~General, of the Commonwealth i
Departments which collaborated with the Boatd in the
exercise, and of the Commonweaith Auditor-General were
secured, _Some d:.scuss;wns were also had on related

problems with repressntabz.ves of' commercial and industrial

enterprises, The comments and suggest:.ons ineluded in
these papers reflect the Board's views after discussion
with representatives of thes; various asuthoritles.

It will be noted from the schedules of statistics
attached o the devailed statement that, in respect of
those arders which would Le affected by the proposed
amendment, in an approximate three months' period, only
£2,2 million worth of orders. representmg 641% by value
(out_of a total of £37 million) fell in the £200-£2000
group, while These orders constituted 35.9% of the total
number of orders placed."

The Board's submission continued :~
" It is important to note:

(a) that while the suggested amendments would increase
flexibility and reduce costs in Departmental
admlmstra’c.:.on, they would alse provide for
public invitation of tenders in the area where
by far the greatest supply requirements by
value fall;

wxhibit
No.42/11
Summary
page 4.

oxhibit
No.42/11
Summary
page 2.

wxhibit
Nou42/11
Summary
Pages 3-
FA
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(v) thaf: the suggested amendments considered in conjunction
with other existing Treasury Regulations would
provide:

(1) for the greatest possible use of period
contracts,

(11) for the public invitation of tenders for
supply transactions under 22000 if the
circumstances warrant it,

(iii) thet other orders for supplies estimated to
cost more than £50 but less than £2000 must
be the subject of at least three written quotes
whersver possible,  Departments are not re-
stricted to three guotes and should cbbain
additional quotes if circumstances warrant it.

The particular figure to which the present 2200 in
Regulation 52 should Pe raised is & matter of opinion,
This opinion must be based on a balance betweon:

. Public interest and the yossibility of malpractice
through collusion; and

. Application of the primoiple of calculated risk and
the desirability of providing the means for flexible
and economical administration.

4s it is not feasible to publicly advertise all Comnormwealth
supply requireaonts, this opinion must also be influenced
by:

. The relative importance, according to the value and
the numbes of transactions involved, which eny
particular area of supply (provosed fo be excluded
from public advertisement) bears o the total field
of supply transactions; and

. The safeguards for reasonable price and protection
of ‘the public interest which otherwise apply to such
particuler area of supply activity.

The Board considers that 2000 would be a realistic
figure ,,. 'Thile this opinion was arrived at independently
by the Board as a result of its survey of departmental
purchasing, it iz interesting to note that the provisions
of a relevant N,S.%W, State Public Service Regulation pro-
vide for public invitation of tenders above £1510 for any
one item, while the suggested variations to the present
Commorwealth Treasury Regulation provide for a figure of
£2000 for each tramsaction, which may include several items,

Comments on possible savings a included in para-
graphs 20~24 of the detailed report,” for the reason
stated therein the figures quoted should be treated
cautiously, Generally, the Board considers that more
flexible arrangements based on sensible yracticability
require amendment to presont procedures to bring them into
line with current needs, The purposes ta be achieved by
the smendmonts proposed by the Board may be summed up to
be faster procurement action and lower administrative and
other costs,*

% Soee paragraphs 105-107 below.

See also
paragraphs
107-113
‘below,
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Change in Money Values

954 The hublic Service Board drew attention to the Exhibit
changes in price indexes since the figure of £200 was 42/11
established in 1923 and said that it could be argued, on the Paragraph
basis of those index figures, that there was a prima facie 1.

case for raising the amount of £200 to £500 or £600, Hovever,

the Board considered that it would be unsatisfactory to propose

a variation of the financial limit merely on the basis of con-

version of the 1923 figure of £200 to ifs current equivalent,

The Department of Civil Aviation was another to draw attention Exhibit

to the change in noney values, That Department submitted 42/22
statistics (wholesale price index mumbers) which suggested that Statement
the amount of £200 in 1959 was approximately one quarter as. No. 5
effective as it was in 1923, Paragraph
.
96, In his formal submission the Auditor-General, after
referring to the change in the amount in 1923, continued:
" I have no recollection that £200 was ever Exhibit
challenged as being excessive, Due to the decrease in 1‘10.42/32,
the purchasing power of the £ during the years 1923 to paras e

1959, it would not seem unreasonsble that the limit of
£200 imposed in 1923 by Regulation 52 should be increased
to a comparasble amount in terms of present day costs and
values,"

Later, however, at our public hearings, he observed;

" It was considered at that time that £200 was a Qel7
reasonzble figure. It obtained for meny years subsequent

to that, even during the depression years, The figure of

£200 was regarded as adequate being neither too high nor

too low, It is a matter of opinion or a matter for

decision whether on present-day values the £200 is now too

low to allow the efficient administration of the depart-

ments. If it is tco low it is then a matter of determining

vhat the figure should be, It is purely o matber of

opinion as to what the ceiling should be,"

97. Your Committee agree with the Public Service Board, see also
whose view was also shared by the Treasury, that the change in paragraph
purchasing power between 1925 and 1959 is not, of itself, 200 below
sufficient justification to very the smount in Treasury

Regulation 52, Yo accept the change as a basis, it would be
necessary to assume that the amount of £200 when established
in 1923 was accurately assessed and thet since then conditions
other then purchasing power had not varied. There was no
evidence to support these assumptions.

Statisticel Analysis of Departmental Procurement Transactions.

98, Detailed statisticel analysis of departmental
procurement transactions was an esgential prerequisite to any
comprehensive study of what variations might be made in Treasury
Regulation 52, It enobled the level of Commonwealth procurement
to be gauged, the extent to which the various alternative
processes were being adopted, and the value levels gt vhich
transactions were most frequent, While the Public Service Board
has not claimed that the figures cbteined by its review are
completely accurate they are sufficiently so to ensble broad
conclusions to be reached,
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99. The following statistics of orders pleced in excess
of £200 were provided to Your Committee by the Public Service
Board, Except in the case of the Depariment of Air they
represent a "typical" three months' transactions during 1958,

Departnent Stores Works & fLotal Exhibit
Services Ko b3/
£ [3 & 11, page
Postmaster— I8
General's 11,150,000 786,000 11,936,000
Vorks 924,000 7,215,000 8,139,000
famy % 5,337,000 115,000 5,452,000
Navy ¥ 2,144,000 495,000 2,639,000
Supply 1,809,000 234,000 2,243,000
Civil Aviation 227,000 54,000 281,000
Repatriation 248,000 10,000 258,000
Conmonweslth Stores
Supply & Tender 143,000 ~— 141,000
Board
air ¥ (1 year) 3,677,000 - 8,677,000

30,657,000 9,109,000 39,766,000

Annual approx~ 116,000,000 37,000,000 153,000,000
imations
% To a large extent these transactions would be passed
through the Contract Board, Department of Supply.

4 This would not include purchases made by other
departments under contracts errenged by the Board.

100. In its submission the Public Service Board provided
also a deteiled schedule showing, over a wide range of value
categories, the total number and value of orders placed under
three main headings ;-

b) Period contracts; and
c) Certificate of inexpediency or Executive Council
approvals

§a§ Individual contracts,

It is not proposed to reproduce that schedule entirely, but the
following teble, viiich shows only total orders and orders placed
under particular contracts, is based upon it. It is in the
area. of particular contracts where the Board expected to achieve
the mein administrative gains from its proposals.
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101, It will be noted that while the great majority of
orders fall within the under £2000 category - 82. 6% ~ the value
of those orders represent only 12.4% of the total. The Board,
however, directed attention particularly to the characteristics
shown by those orders placed under particular contracts; in
the £200 ~ £1000 category, particular contract orders accounted
for 28.9% in number but only 3.57% in value; in the £200-£2000:
category, the relative ratios are 35.9% and 6.1%.

102, The Public Service Board and, indeed, some of the
departments, abtached a degree of importance to these
cheracteristics. We do not regsrd them as specially
significant and suggest that the presence of a few orders

of substantial smount introduce to the value ratios an element

of distortion. What we think the more importsnt is the pross
yalue of orders which would be affected by the proposed

variations in the mohetary limit. These are (for the period
of three months) ;-

Value Orders under QOrders under

Category ontracts all Categories

£3. No. £ No, £
200-1000 2,852 1,306,975 6,99, 2,998,556
200-2000 3,543 2,270,475 8,140 4,572,767

Projected on an annual basis, these figures provide the
following approximations:

Value Orders under Orders under
Category Contracts all Categories
£s. No, £m. No, £m,
000's 000's
200-100¢ 1L.4 5.2 28,0 12,0
200-2000 W.2 9.1 32,6 18,3

Thus the Public Service Board proposal mesns that, say, 14,000
orders to a value of £9,000,000 per annum, which previously
have been put to public tender, would not be subject to that
requirement. If the limit were £1,000 then seme 11,000 orders
valued at £5,000,000 p.a. would be affecteds This, we suggest,
places the proposals in & clearer perspective,

Reductions in administrative costs

103, " Benefits which the Public Service Board saw
would be gained from its proposals were :

(a) Notsble reductions in the time reguired to secure
supplies or arrange contracts,

(b) a reduction in administrative costs.
The Board accordingly attempted to assess the administrative

costs and time involved in various procurement processes,
fbout these assessments the Board said :

See
paragraphs
202-206
below,
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" vee It will be appreciated that it is virtually
impossible to gain more than an approximate comparison
of these factors becouse conditions vary from one
transaction to another. Comparisons were made between
orders based on written guotation procedures and those
based on publicly invited tenders., The assessments
made, which are necessarily generalizations but which
are based on detailed analyses of specific cases, were
as follows :~

Viritten Quotetions
10/- to £1 - 2/3 weeks.

Public Tenders

£5 %o £40 = 6/20 weeks, depending on nature of
supplies, area of supply, completion of
formal contract, etc. (Probably £5 and

6/8 weeks could be taken as the approximate

figures applicable to those cases which,
under the amendments suggested hereunder,
would be transferred from tendering

procedure to written quotation arrangements.

On the figures quoted in the previous paragraph, it
will be seen that it would cost about £4 per order less by
way of direct costs to place an order under written
quotation procedures than to place a similar order on
the basis of publicly invited tenders,”

Assuming, for the purposes of example, that, of the 3543 orders
within the value category £200-£2000, only half would have been
processed by vritten quotations instead of public tenders, the
Board assessed that there could have been a direct saving in
processing costs of approximately £7,200 for the three months
surveyed or an anmual saving of £28,000, According to the
Board "this figure could only be taken as a very approximate
indication of probabilities so far as direct savings are
concerned, Considerable importance should be attached to the

ossible indirect savings... (which) are not readily measurable
less elaborate planning and control, less disruption of work
schedules, smeller stock holdings,)! The Board's assessment
made no allowance for savings in advertising costs,

104 Later, when forwarding to Your Committee copies
of some of the departmental statements on which the
assessments of savings were based, the Board said:

w You will appreciate that the information included
in the statements was prepared at very short notice and
that any inconsistencies between the various statements
were not followed up by the departments or the Beard at
the time, as thelr only immediate purpose was to secure
a general apprecistion of the comparative administrative
cests and delays involved,"

In not devoting closer attention to the nature of the
ccmparigons submitted we think the Public Serviee Board erred.
The comparisons received varied sreatly; it seems that the

assessments were based on existing procedures within the
departments concerned and were not necessarily adjusted to
ensure that the assessments related to like items, Had the

Board devoted more time to analysing these comparisons and

Exhibit
Ko.42/11,
pages 7
and 8,
paras.
20 & 21,

See
paragraph
102

above.

Ibid
page 9,
paragraph

.

See
paragraphs
209215
‘below

P.2.B.
Hemor=
andum
of 22nd
June,
1959,
Pars, 2.
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then to considering whether the existing departmental procedures
were appropriate to the area of purchases under consideration
i,e. the £200-£2000 category, it is possible that the Public
Service Board's conclusions would have been different.

105. There is, we suggest, little doubt that quite
noticesble savings would be achieved by replacing the
procedures, which at the time of our inquiry were being
applied by many departments to particular contract orders
between £200 and £2000, with the procedures being applied
to orders of a volue of £200 or less, What, it seems, was
not considered in any defail was :

(a) Whether inefficient or unnecesssrily imvolved
procedures, as distinct from the requirements
of Treasury Regulation 52, were the main cause
of the current problems;

(b) whether the savings contemplated, or the bulk of
them, could, in fact, be achieved within the
framevork of the existing Treasury Regulation 52;
and

(c) whether the procedures being applied to particular
contract orders of a value less than £200 would
be appropriate for application to contracts of
higher value, say, £5C0, £1000 or £1,500.

Your Committee consider these guestions later in this Report.

Procurement. Arrangements in State Government Services

106, The submission of the Public Service Board made
reference to the procurement arrangements in the Government
services of Victoria and New South Vales, Regarding Victoria
the Board said:

" In Victoria, the Public Accounts and Stores
Regulations provide that tenders shall be publicly
invited and contracts taken for 1l works, services,.
geods, tools, materials, machinery or other chattels
the cost of vhich is estimated to exceed £100 (£250 in
the case of the Board of Lend and Works) provided that
where stores not on contract are required :-

(a) if the amount involved does not exceed £25, the
Permsnent Head may authorize the purchase;

(b) if the amount involved exceeds £25, three or more
quotations shall be obtained where practiceble
and a requisition, approved by the Minister,
transmitted to the Tender Board to give a direction
as to purchase, which may be onr the basis of the
quotations submitted or on any other basis
determined by the Tender Board,"

107. The Public Service Scard then drew attention to
New South Wales Public Service Regulation 203 governing the
State Contracts Control Board:

" Tenders or quotations shall be obtained for the
supply of all stores or other material or requisites
vwhere the estimated value of any one item exceeds the
sum of £20, as provided hereunder:

See:
paragraphs
202 -206
belows

Exhibit
No.42/11
page 9,

para, 26,

See also
para, 225
belows

Exhibit
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(i) Tenders on the authorised forms shall be invited
for all period contracts and in all other cases
vhere the estimated value exceeds £1,500 for any
one item, Tenders mey be invited where the estimated
value is less than £1,500 for any one item,

(i1) Quotations shall be imvited® vhere the velue does
not exceed {1,500 for any one item and where it is
not proposed to invite tenders in terms of paragreph
(1) of this Regulation.

At least three written quotations shall be invited..."

The Board also pointed out that in New South Wales. the State
Contracts Control Board is the authority for imviting and
accepting tenders and quotations, determining conditions under
vhich tenders are invited and completing contracts for all
gepartments: however, the (IMN.8.V,) Public Service Board is
empowered to grant exemptions fram the Regulations,

108, The Board used the New South Wales provisions as

a forceful argument in support of its proposals.. We discussed
these provisions with the Board and because of some uncertainty
asked that further information be scught on twe aspects:

(a) whether relief was provided, as in the Commonwealth
provision, to the requirement that tenders should
be publicly invited for items of an estimated value
in excess of £1500; and

(b) %o whet extent public tenders were called for items
of an estimated value of less than £1500,

109, The information was later submitted to Your
Conmittee under cover of Public Service Board memorandum
59/2334 'of 27th July, 1959. Broadly, the answers given to
aur two questions were:

(2) Because of certain problems vhich had arisen
£
Regulation 203 had been amended {on 6th Merch
1959) by adding the following paragraph :-

% Regulation 204 reads: "Tenders shall be invited
at such times as mey be considered most advantageous, by
advertisement in the Government Gozstte and in such newspspers
a5 may be deemed advisocble. Quotations may be invited by
advertisement or otherwise, but they shall be invited in such
a way as to induce the greatest possible competition, The
Bosrd may delegate to the Manager the power to determine the
times at which tenders shell be imvited and whether quotations
shall be invitéd by advertisement,"

@s,
1524

Q.1527

Conmittee
Document
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"Provided that vhere to comply with normal business
practice or for other good reason it is considered
by the Board that the preacribed procedures should
be varied, such action may be taken, subject to the
approval of the Public Service Board, prior to the
placing of an order or the signing of a contract
or letter of acceptance,"

(b) that, generally, invitetions to quote for items
estimated to cost over £20, are publicly advertised,

110. As an addendum to the information then provided the
(Commonwealth) Public Service Board commenbed:

i In giving evidence to the Committee, the Public
Service Board's witness described the general practice
of the Hew South Wales Public Service in obtaining
supplies vhere the value did not exceed £1500 for any
one item as being based on invitations to guote sent to
suppliers recorded on quotation and tender lists, This
understanding was gained from discussions (during
August, 1958) with interested officers of the New South
Wales Public Service.

The use (in July 1959} of the words 'written
public quotations' (in the statement received from the
Kew South Wales PubMc Service Roard) led the Board to
make further enguiries about the procedures described.
These enquiries disclosed that, in addition to sending
quotation forms to all listed firms the State Board
advertises publicly the requirements in respect of vhich
it invites written quotations. This means that
requirements above £20 are generally the subject of
publicly-advertised imvitations to guote,

The procedure outlined is inconsistent with what
the Board had been given to understand was the practice
followed; it also conflicts with the Board's understanding
that one of the reasons for enactment of Regulation 203 in
its present form was to eliminate the need for publicly
advertising requirements below £1500, Apparently the only
significance in practice of the figure of £1500 quoted in
the Regulution is to restrict the more formal requirements
of 'tenders' (e.g. consideration by & Tender Committee,
lodging of' deposits with tenders etc,) to items in excess
of £1500, leaving transactions below that amount to be
dealt with on the less formel basis of 'quotations',”

X x ES X X X

111, Because of the importance of the New South Wales'
rovision to the case submitted by the Public Service Board
and the provision was aleo a major argument presented by the

Department of Civil 4viation in its proposals to have the

amount increased) Your Committee considered it desirable

formally to approach the Public Service Board of New South

Wales to establish, so far as possible, the procurement

arrangements within the New South Wales Government services

and in particular the interpretations placed on Public Service

Regulation 203 and other associated Regulabtions {197 to 242),

Extracts from the advice given by the Public Service Board as a

result of the Committee's request appears in Appendix Mo, 3,

Committee
document
TR
page 3.
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112, That advice indicetes that there are important
differences between the Mew South Wales arrangements end those
of the Commonwealth, The ordinary Comnonweslth Department has
a large measure of autonomy in the procurement field; the
ordinary liew South Wales department has not, The basis of the

New South Vales system is the maintenance of comprehensive H.S.W.
lists of prospective tenderers, classified under various Government
headings of goods, to whom invitations to quote or tender are Stores
distributed. Superimposed are :- Manual
Section
(a) the practice to invite quotations, by advertisement §-02

in the press, for items estimated to cost over £20
but not more then £1500 (Regulation 204 requires
that quotations "shall be invited in such a way as
to induce the greatest possible competition”, ).

(v} the requirement that invitations Yo tender for items F.8.4.
estimated to cost in excess of £1500 be advertised in  Public

both the Government Gazette and "such newspapers as hervice
may be deemed advisable®, Regulation
203,
113. Thus, in practice, the progurement syrangements in

the New South Wales Government services are More restrictive.
then those of the Commonwealth and introduce accepted safeguerds
against patronage and melvpractice at a much lower monetary level
viz. £20, It is significant too that the present Treasury
Regulation 52 provides no barvier to Commonwealth Departments
following, for all purchases in excess of £200, the public
guotation procedure adopted by the lew South Wales State
Contracts Beard for items costing between £20 and £1500,

Brogurement arrangements in other suthorities

12 Apart from the references to the procurement

arrangements for the Victorian and New South Wales Government

Services, the Public Service Board had little to say in its

first submission regarding procurement in other Government

agencies, However, at a later stage of the Ingquiry the Board

submitted a further document, commenting upon certain aspects Exhibit
of the evidence so far taken, putting forward further views in No,42/40
support of its proposals and, as well, submitting advice vhich

it had received regerding the procurement arrangements of the

following four authorities:

Trans Australie Airlines;

Commonwealth Hostels Limited;

Stote Electricity Commission of Vietoria; and

State Rivers and Water Supply Commission of Victoria.

The Board told us that it had not had this information at the
time of its earlier investigation; that it had decided to
obtain it following the public hearings on 2lst April,

"GR, GLEBSON)... After the last day™of heaving evidence  Q.1134
en we left this Committee and went back to our offices,

we felt probably we should go a little wider in

endeavouring to get support for the proposals which we

had put to the Committee, We were not looking for

biased support but only for information which might

either support it or not support it.”

Later, at our request, the Board also obtained and submitted Committee
information about the Snowy Meuntains Hydro-Electric document
Aathority. TuRe 526

% Tuesday, 21st April, 1959..
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(1) ZPrivate Enterprise

115. In its initial submission the Public Service
Board had this to say:

" Understandsbly, the general approach to procurement
of supplies in private enterprise is fundeamentally
different from that adopted in Government Departments,
In private enterprise, the emphasis in material swply
is on minimum inventories, which demands a flexible
buying code, Consequently, the most common practice

is negotiated buying, vhere the many factors involved,
such es trade inter-relations, reliability of suppliers
in terms of quality of goods and delivery undertakings,
price bargaining etc,, are taken into account to derive
the best possible investment of shareholders' funds,

To enable Government Departments to operate on
such a basis, it would be necessary to grant Departments
full discretion of action and exempt them from present
regulatory provisions. Any such proposal could hardly
be considered sericusly in the light of the strict
measure of accountability required in the conduct of
Government business."

The second paragraph of the Board’s comments is particularly
significante

(ii) Trans Austrelis Airlines

116, The Airline valued Jts annual purchases of supplies
(excluding sircraft fuel and oil™) at approximately £1,565,000,
the three major items being:

&
Aircraft spares and specification
materials. 750,000
Sundry storss 325,000
Airport handling and aircraft
maintenance ground equipment 175,000

The bulk of this expenditure would be represented by coniracts
not exceeding £250,

1174« Contracts for aircraft fuel and oil and certain
recurring services are let by calling tenders but otherwise
purchases are made on the basis of verbal and written
quotations, Wherever possible at least three quotations are
obtained except in the case of low value orders of a none-
recurring nature for commitments subject to a uniform price.

% Zxpenditure on fuel and oil in 1957-58 was 2,481,128, Seo
Thirteerth Annual Report of the Australian MNabional
Airlines Commission, page 29.

Exhibit
No.42/11
paras.

31 & 32,

Exhibit
Nouk2/50
Attach-
ment A,

Ibid
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Frequently receipt of written quotations is followed up by
negotiations vhich resuld in reductions in basic price, more
attractive discounts and improved delivery conditions,

118, However, the dirline stated that, in many
instences, it has little choice in its source of supply; for Tbid
most sireraft parts, specification material, oils, lubricanis
and many other products the sources of supply are determined
by menufacturers' werranties (written or implied) governing the
operation, meintenance or overheul of aircraft components, In
some cases avenues of procurement are limited by specific
requirementz and/or standards laid down by the Department of
Civil Avietion {4ust.) the Aeronautical Research Bureau (U.K.)
and the Civil Aeronautics Buresu (U.8.4.). As well there is

an over-riding contsol exercisable by those authorities in
determining who may menufacture aircraft perts and meterials
for sele under the terms of certified inspection and release
reguirements, In most cases, specific aircrafi parts are
available only from a single supply source and it is,
accordingly, rarely possible or practicable to cbtain
competitive quotations,

119. One of the guestions the Public Service Board
asked each authority was "whether it is considered that the
most favoursble prices can be secured by means other than by
public invitation of tenders", In reply to this question the
Airline said :-

"... the limitation of sources of supply... precludes Ibid

a system of tender in many cases, In those cases where .  Attachment
operating supplies might be procured by tender, there are A, page 2
other very powerful considerations, One of the major ’ !
requirements in airline stores procurement policy is that paragraph 4,
it shall kesp a nice balance between the normel minimum

of inventories necessary to keep the fleet in operation,

and the additional requirements for emergency use, and

the capitel investment involved, Miscaloulation can

ground aircraft on the one hand or result in over- .

stocking at the expense of available capital on the other,

Where operations are carried on at great distance from the

sources of supply this calls for highly technical

assessment and sbility to obtain supplies with as little

delsy as possible,

It is considered that the purchasing staff of
T,A.A. cen cbtain the necessary continuity of supply
necessary for the meintenance of minimum stores
inventories because of its specialised knowledge of
supply chaunnels and of the producks it reguires, its
appreciation of values and proved ability to negotiate
minimm prices. In this course it follows world practice
in airline supply procurement,

Our centralised procurement and stores stocking
policy is designed o ensure constant flow of spares
and material representing 90,000 items valued at
£3,000,000 which compels T.A.A. ‘o consider closely its
costs of acquisition, also costs of possession,
Purchasing by tender where competitive markets exist
would inevitebly involve a much larger reserve inventory
than we now maintain and for reasons already mentioned,
it is considered that prices negotiated under our present
procurement policy would compere quite favoursbly and
indeed in many instances would be much better than would
be achieved by public tender,"
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120, Your Committee note:

(a) The bulk of the expenditure of £1,565,000 is
represented by contracts not exceeding 2250;

(b) Expenditure on fuel and oil {expenditure in 195859
of £2,481,128) and on certain recurring services,
ig subject to tender procedure; and

(¢) Under Treasury Regulation 52, provision eiists
vhereby purchases of urgent requirements of
specialised eguipment, etc. need not be subjected
to the public tender procedure.

In the circumsbtances it seems to Your Commititee that the

Commonwealth Departments operating under the existing Treasury
Regulation 52 and holding en inexpediency delegation, can

achieve much the same flexibility in their procurement

arrangements as does Trans Australis Airlines.

(iii) Cormonwealth Hostels Limited

121, One of the principles established when Commonwealth  Ibid
Hostels Limited was formed in 1951 as a Company was that the Attach-
Company should operate on the basis of commercial business ment B,
practices. In the , year ended, 30th June 1958, the Company's

expenditure on supplies and services totalled £1,774,000, b0
of that expenditure related to purchases of foodstuffs,

122, The Company does not publicly advertise tenders or
quotations; +the most Tavoured procedure is 4o seek written
quotations which are followed up by direct negotiation, However,
other methods are widely utilised as is indicated by the
following statistics vhich show the relationship on an expende
iture basis between the various metheds: -

Written quotations followed by direct

negotiations [
Direct negotiation 260.9%

Fixed prices ~ negotiations where
racticable, for concessions

(discounts, etc.) 19.2%
Fixed prices and suppliers {(no
concessions available) 9.5%

The Company congiders that in its class of business the seeking
of written quotations followed by further negotiations must
generally result in price advantages as compared with a system
of public tendering,

123. Amongst its comments the Company said:
" The tender system relies upon procedures rather Tbid
than officers expert in the knowledge of products and pages

in the art of buying - when, where and how much to buy. 2 & 3.
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Specifications laid down for tenders by the client
'departments' are, for the Company's class of business,
too inflexible. They can and do involve ’'tooling up'
costs, whereas a minor varistion from a standard product
can freguently be bought to better advantage « a product
good enough for the purpose required,

When negotiation is possible the client (in this
cese, the Company) can and does frequently assist the
manufacturer by indicating sources of cheaper raw
materials - resulting in an end product much cheaper
‘than manufacturers could supply left to their ovm
resources (as they would be as public teaderers). The
purchaser must, where possible, educate the supplier
to the mutual adventage of both.

It is importent that the buyer must know:

(a) who are the suppliers in the market who can supply
the product specified and maintain a continuity of
supply on the conditions specified;

(b) the processes of manufacture and vulnersbility of
suppliers because of idle time in their processes
of manufacture, (Recently the Company has obtained
bread price advantages by convincing the supplier
that he would gain by baking the Company's bread at cost
because it is prepared to accept later than normsl
deliveries);

() the “iricks" of every suppliers' trade and trends in
the market prices for every product,"

124, Your Committee note that the Company was careful to
relate its comments to “ifs class of business",

(iv) State Flectricity Commission of Viectoris

125, The value of supplies purchased by the Commission Thid
in 1957-58 approximated £19,000,000, the main categories being: Abtach-
2 ment Ceo
Plant. machinery and equipment 7,100,000
Purchaged fuel for pover stations 5,100,000

Materials direct to. construction jobs 1,000,000

In the category of "Other materials! involving expenditure of
£5,800,000 the main items were:
£

Miscellaneous 1,000,000
Cablea and wires 800,000
Accommodation supplies, building

materials, etc, 800,000
Distribution Transformers 750,000
Poles and cross arms 550,000

Oils, paints and bitumen 550,000
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Approximately 50,000 orders were issued, spread as follows:

Under £50 37,700 75,45
£51 2200 7,200 Ure
£200° -£500 3,200 o 4%
over =£500 2,000 LaOR
126. It is the Commission's policy to advertise publicly

for all orders in excess of £2,000 so as to ensure that all
interested parties have an equal cpporbunity to tender, However,
the Purchasing Officer has discretionary authority to approve
the calling of quotations by direct negotiation or by formal
quotation provided the estimated value of the order does not
exceed £5,000. Should the estimated value exceed £5,000 the
prior approval of the Mansger of the Supplies and General
Services Department of the Commission is necessary before there
can be a departure from public tender procedure. Broadly, if
the estimated value of the order does not exceed £2,000 the
following arrangements epply:

Under £2 = No special requirement.

£2 - £560 = Oral quotations mey be sought from selective
suppliers by telephone inquiry. Where
practicdble three quotations are cbtained
for each item,

£50-£2000 « Wiritten quotations are required which may
be obtained in two forms:

"(1) Purchase Enquiry lists, (This method is) used for Ibid
requirements obtainable from suppliers vwhose page 2.
representatives regularly call at our Purchasing
Branch and are subject to a limitation of £200 in the
value of any one item., The lists are prepared daily
and are laid out in a public section of the office
for perusal by all interested supnliers.

Quotations for items included in the lists are
submitted in writing by interested firms and lodged
in the Quotation Box providea for the purpose.

(i1) Formal Qumtations are invitations to quote and are
mailed to the verious firms from whom the Commission
usuelly obtains the type of item required, firms whe
have asked to be put on the mailing lists for the
type of item required or any other fims whom it is
thought might be interested in guoting. These
quotations are usually sought vhere the estimated
value of the order does not exceed £2,000,"

127.. The following table shows the extent of use of
each method on a value basis:~

Public Tender 5%

Viritten quotations o

Oral quotations 1%

VWhile there is alsc provision for quotations to be obtained by
Qirect negotiation it is strictly supervised and very few
contrects are arranged by this method,
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128, Commenting generally on the various methods of
procurement the Commission said:

" Taking all factors into account, the public tender
method is considered the best way of obbtaining prices for
items having considersble value. ¥For items of smaller
value, the public tender method is not favoured as it
takes lenger time end involves more administrative work,
Whilst in some cases it might be possible to obtain
keener prices it is also a fact that new suppliers are
not always femiliar with the quality of goods required
and procurement delays must be taken into sccount as an
element of cost. The purchasing enquiry list and formal
quotation method both preserve keen competition among
suppliers and prices obtained are considered very
comparable with those procured by public tender, It is
contended that Public Tenders tend to work better under
a buyers' merket. In times of short supply, it is the
seller who has o be chased and under such conditions
more informal methods of procurement are more successful
in dbbaining the goods.

The Commission's supply policy is aimed at keeping
inventory investment at the lowest practical level
censistent with the need for making stores materials
available as and when required, Hence, procurement
practices, vhilst designed to protect the sanctity of
purchasing, routines, must also eneble speedy ordering
and delivery particularly of items for operational
requirements, the need for which camnot always be foreseen
or estimated, These cannot casily be subjected to the
public tendering system vhich involves a lengthier time
factor than othrr methnds. However, the bulk of stores
materials are items in repetitive demand and these are
purchased under annusl or two year contracts, generally
after public tenders have been called, These tenders
provide for unspecified quantities to be made available
by the supplier st contract prices on receipt of a simple
delivery instruction originated from time to time by any
store in need."

129. The information submitted by the Commission is of
parbticular interest because the extent of its purchases tends
towards the levels achieved by the Commonwealth Departments
mainly concerned with procurement, Bearing in mind the

preposals of the Fublic Service Hoard, Your Committee note that:-

(i) The Commigsion's three quotation procedure is limited
generally to recuirements not exceeding £50 in value.

(ii) Between £200 and £2000, where the written quotation
procedure functions, the minimum recuirement is not
that three guotations be obtained but_that
invitations o guote should be forwarded to all
those Firms:

(a) from whom the Commission usually cbtains the
type of item required;

(b) which heve asked to be placed on the mailing
lists for the type of item; and

(c) other firms vhich the Commission considers
might be interested in quoting,

Tbid,
page 3.
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(v) Snowy Mountains Hydro-Blectric Authority

130,

During 1957-58 the Authority's purchases vere

valued at £2,483,500 but this does not include purchases of
heavy electrical and mechanical plant and equipment which is
ingtalled in power stations, dams and permanent structures.
Such eguipment is purchased under separate contracts which

are let after calling public tenders in Australia and overseas;
the annual value of those purchases is between £1,500,000 and
£2,000,000,

131,

The main items in the purchases totalling

£2,483,500 were :-

£
Electrical and Mechanical

Stores and Equipment. 670,000
Construction Plant and Motor .

Vehicles 467,000
Construction materials 320,000
Poodsturfsa 270,000
Fuel and Oils 240,000

To achieve those purchases 9,156 orders were placed in the
following value categories. :

Value Number of Percentage
Category Orders
Under £50 6,613 72,2
£51 - £200 1,572 17.2
£201 ~ £500 435 b7
Over - £500 536 549
" 9,156 100, 0%

On a value basis the orders were divided between the three main
methods of procurement as follows:

1324

Eag Oral quotations 1%
b) Viritten quotations including

standerd and proprietary lines 30%
(c) Public Tenders including Govern-

ment contracts 60%

Generally, the Authority adheres to the following

purchase procedures:

"(a) Oral Quotationg

Where the amount involved does not exceed £50°
only one quotation is required and may be oral or in
writing. In the case of an oral quotation details of
the quotation must be recorded on a quutation file and
signed by the Purchasing Officer receiving the
quotation,

(b) ¥ritten Quotations

Where the amount involved exceeds £50 but is less
than £2,000, at least three written quotations are
obtained.

Conmittee
document
NosP.R. 52,

Ibid
page 2o

Ibid
page 2.

See
following
paragraph,
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(c) Public Tenders

Tenders are invited puplicly where the amount
exceeds 2,000 or the period of supply is for one year
or more,"

However, the procedures are varied in the following cases:

" Where the goods are availeble under Commonwealth
or State contracts,

Proprietary or standerdised lines ave availeble
from only one supplier, In this case a current
quotation from the supplier is considered adequate.

Where a variation is directed or approved by the
Commissioner or an Associate Cormissioner usually on
the grounds of inexpediency of using the stenderd
procedure."

133, To operate its written quotation procedure the
Authority meintains comprehensive trades lists designed to
cover the full range of interested and reputsble  uppliers in
each field of supply in which it is interested. The Authority
said:

" As a general rule, invitations to quote are not
sent to all listed firms interested in a particular field.
It will be appreciated that there are numerous suppliers
for some types of goods, Usually, at least 4 and in some
cases up to 20 suppliers are invited to quote, the actual
nurber and selection depending on the number of fTirms
interested in the perticular field, the range of goods
required and the expectation of price variation,
availability and delivery. In certein cases, for example,
when a new line comes on the market, we would call public
tenders to test the market even though the standing
instruction does not require this,"

134 On the subject of procurement generally, the
Authority commented as follows :

" Whilst the Authority subscribes o the principle
of public tendering and considers it essential in the
case of major purchases, it has nc hesitation in
departing from the principle in other cases where there
is en advantage to be gained in quality, time and/or
expense. Although it is difficult to generslise in such
matters, we agree with the State Electricity Commission
of Victoria that in the field up to, say, £5,000 the
calling of public tenders in all cases can be too slow
and expensive from the administrative point of view.

Advertising and administrative costs are guite
formideble and we think that these should be kept to
the absclute minimum consistent vith giving all suppliers
an equal opportunity in their particular field, We
£ind it far more effective and efficient to employ a
reduced nurber of experienced and well-paid purchasing
officers than a large mmber of lower grade clerks
handling the routine peper involved in an exiensive
public tendering system. Conseguently, we use the
'Invitation to Quote' system(end subsequent negotiation,

Tbid
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if necessary) quite extensively and are convinced thet
equally as good, and in some cases better, prices can be
obtained by these means.

Another factor that has a big influence on the
Authority's policy in this matter is time. The Authority's
holdings of stores and materials at 30th June, 1953 were £2.3m,
winereas today they are sbout £500,000, and we are thus
avolding heavy interest and storekeeping charges as well
as keeping depreciation of value through obsolescence
to the minimum. This has only been achieved by e positive
and relentless policy of purchasing direct to works
wherever possible., As a consequence, we now have the
situation vhere the Authority looks to suppliers to meet
our demands as required, Some of these demands are
necessarily made at short notice and we just could not
afford the time to call public tenders, We plan our
purchasing as far as possible, of course, and make
extensive use of Government Contracts and owr owm annual
contracts which are arranged on a public tender basis.

There is a further set of circumstances where the
Authority has found that the most favourablr prices are
not obtained by public tenders. This is where the
members of a trade association or group submit level
prices in their individual tenders for the same product.
This practice of 'level tendering’ is designed to defeat
one of the main purposes of the public tendering system
by eliminating competitive bidding by suppliers. Cn at
least two occasions the Authority has felt compelled to
resort to direct negotiation with one of the tenderers
to obtain what it considered to be an appropriate lower
price. The difficulty in these direct negotiations is
to determine what that price should be and which
tenderer should be chosen, The Authority's approsch has
been to refer to past btenders or existing contracts to
establish an appropriate price; and to choose the
tenderer who, in the Authority's knowledge or estimation,
is most likely to provide the best service in the way of
delivery and other contractual conditions,"

135, In a perconal letter to Mr. W.T. Gleeson of the
Public Service Board, who appesred before the Committee, the
Business Manager of the Authority, Mr. X. See said:

" You will see that the Authority's view is that Ibid

whilst we subscribe to the principle of public tenders 5
and consider it essentisal in the case of najor
purchases, it is too slow and expensive for the day-to-
day operations of a construction organisation such’es
the Authority. GCenerally speaking, the Authority calls
public tenders where the value of the purchase is
estimated to exceed £2,000. However, where there is
good and sufficient cause there would be no hesitation
in dispensing with tenders in the field up to, say,
£5,000,

. The primary aim of the Authority is to build
the Snowy Scheme as quickly and economically as possible.
As e sbabutory corporation we are expected to apply, and
do apply, a commercial approach to achiéving this end,
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At the same time, we are conscious of our responsibility
as a Commonwealth Authority to act consistently with the
public interest, We are convinced that our approach to

the public tendering system conforms to these

requirements, !
Arrangements in the United Kingdom
136, The Treasury first made reference to procurement

arrangements within the United Kingdom Covernment services on
the opening day of our Inguiry, Subsequently, the Fublic
Service Board incorperated advice about the Unitzd Kingdom
system in a formal statement and later submitted additional
information at the public hearings of Friday, 8th May and
Thursday, 4th June,

137 It ig not the practice publicly to advertise
tenders in the United Kingdom ~ the emphasis there is upon the
distribution of invitations to tender to firms appearing on
Trade Lists maintained in departments, The Treasury stated that
cne reason for this system was the conditions vhich existed
there - if a department were publicly to advertise for tenders
the result, in terms of numbers of traders, could well be so
great as to be unmanagesble, The Australian High Commigsioner's
Office in London follows the United Kingdom practice and normally
does not publicly invite tenders by press advertisement,

138. In an extract from a letter read to Your Committee
the representative of the Public Service Board stationed in the
United Ilingdom had this to say about the United Kingdom Trade
Lists procedure with particular reference to arrangements in the
Ministry of Supply:-

"essrCompetitive offers for supply of goods snd services
are never invited by public advervisement, Before 1939
it was the custom to imnsert a yesrly advertisement in the
press explaining how to apply for inclusion in the Trades
Lists of Government departments, This is no longer done
because it is considered that the great public attention
given to govermment purchases during and since the
1939-45 war have made tho procedure well knovm and the
advertisement is unnecessary.

The judicious selection of firms invited to tender is
fundemental to the advantageous placing of contracts.
The essence of effective tendering is the skilled use of
an appropriately constructed Trades List. .o

In the selection of firms, the primery object is to
obtain a proper field of tender, i.e,, one which will
lead to the keenest competition end leave no firm with a
legitimate grievonce at not having been invited, without,
on the other hand, causing unnecessary work by extending
the invitation to too many firms or to firms who are not
likely to be interested,

If for any reason (e,g. lengthy list or limited mmber of
drawings or specifications) it is not possible to invite
all the firms on the list, special care has to be
exerciseds The general rule is that invitations are
always sent to the immediately previous satisfactory
contractor, and to other firms who have held recent
contracts for the stores required, oxr who have been well
in the running in recent tenderings., In this regard
gpecial advantages are also enjoyed by firms in certain
unemployment areas, and by what are known as priority
suppliers, e.g., certain organizations employing wholly
disebled ex-servicemen.

Q.,1393

Q.1367
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The ectual number to be invited is a matter Jor the
exercise of judgment by the responsible officer of the
Conbracts Branch. Cbviously, the amount of money
involved is a relevant factor. There are no rules
providing for a minimum mumber or for invitations to be
rotated,”

139. It will be noted that emphasis is placed upon
achieving the keenest competition: confirmation of this approach
appears in a booklet "Government Contracts" issued by the United
Gngdom Treasury in October 1954 for official use, Therein
competition is termed the first principle of government
contracting and on this theme the booklet continues:-

"eseOne fundamental principle of contract procedure....
is that contracts should be let as a result of
competition by tender unless there are convincing
reasons to the contrary, Competition avoids any
suggestion of favouritism or of encouraging monopoly,
and also has the healthy effect of promoting efficiency
and ‘economy in manufacture,”

Earlier, when drawing the distinction between Goverrment and
conmercial contracts it is stated: -

"...ihile an outside body cen freely cheose the suppliers
with shom it wishes to deal, a Government Department is
not only responsible to Parliament and the public for
laying out the taxpayers' money to the best advantage,
bib must avoid even the appearance of favouritism, and is
thus obliged to consider the claims of all qualified
firms wishing to work for it,*

140. A United Kingdom Committee, when reporting in 1944
on the Flacing and Management of Building Contracts {the Simon

Report), while favouring competitive tendering, spoke strongly

against vhat it described as indiscriminate tendering,

“seedny system of tendering which does not suitably
limit the nunber of firms invited to compete throws upon
the industry en unnecessary burden of time, effort and
expense in the preperation of tenders. The more serious
consequence, however, is that it gives an advantage to
those firms which work to the lowest standards and seek
opportunities to avoid their responsibilities. We have
already shown that very low prices resulting from
indiscriminaste tendering lead to bad building; this
system is bad for the ovmer, unfair to the honest
builder, encourages unscrupulous methods by the builder,
and lowers the standards of honesty and craftsmanship
in the industry., Any builder who has quoted too low a
price and is faced with a heavy loss if he does a good
joby, will almost inevitably cut the quality of his work,
There is much truth in the saying that the ovmer gets
not the building that is specified by his architect N
but what he pays for.

There is only one definite guarantee of a good
job; a competent and honest builder, who has obtained
a contract at a fair price, and is just as determined
as the architect to maintain a good standard of work,

It is therefore a fundamental condition of good building
that every contract shall be placed at a fair price
with a responsible builder.

"Government
Contracts
October
1954"
Para.l.
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Competitive tenders should, therefore, in all cases
be called from a limited number of firms carefully
selected as being capable of and likely to do work of
the standard required,"

Wl. In relation to Government departments the Simon
Report said:

" Government Departments, when placing orders for
building, have, in the past, in order to avoid criticism,
generally considered it necessary to advertise for
tenders and accept the lowest, In war-time, however,
they have tended to work from selected lists of
contractors recommended to them by their advisers as being
suitable and competent o carry out works of appropriate
extent and character. Such lists in rur view form a
setisfactory basis for selecting contractors to tender.
There is, however, a tendency for these lists to become
rigid, and we consider that it is essential that they
should be kept up-to~date, and completely reviewed at
least once a year and that transfers from one list to
another should be carried out in suitable cases according
to the experience gained from employment of the firms.

In making selection of contractors to tendexr, due
consideration should be given to the employment of local
firmgs The lists should be availsble both to Government
Departments and Locel Authorities and, on application, to
private architects,

We recommend that Govermment Deparitments should in
no circumstances revert to the habit of issuing
indiscriminate permission to tender but should always
confine permission to tender to a limited number of
selected firms who work to the right standard. It is of
the first importance that Government Departments, and
above all the Ministry of Works, should set a good
example to building owners in this matter,"”

142, These views were echoed ten years later by a Joint
Cermittee on Tendering Procedure, representative of the Royal
Institute of British Architects, the Royal Institution of
Chartered Surveyors and the ational Federation of Building
Trades Employers, which reported in March, 1954, That Committee,
which recommended that selective tendering should be universally
adopted, accepted that in Government Departments it could be
based on a Trade Lists procedure rather than a process by which
firms were first invited te apply for permission to tender,

"There are two main methods of selection, The first
is to advertise each contract and call for firms to
apply for permission to tender and then tc make a
suitable selection frem the applicants. The second

is to maintain lists of firms in different areas
suitsble and competent to carry out works of verying
extent and character. In principle the former is
preferable because all wishing to tender can ask for
and receive consideration, but we recognise that a
Government Department such as the Ministry of Works
would face a very serious problem if reguired to
advertise the large number of contracts with which
they are concerned, Having been assured by them that
their lists sre regularly reviewed and kept up-to-date,
both by the addition of new firms and the transfer of
others to different categories, we do not wish to
criticise their practice. Indeed, we see nc objection
%o it being followed where thought desirable,"

Tbid
para=
graphs
W & 45,

The
Journal
of the
Royal.
Britieh
Institute
of Arch-
itects,
Third
Series,
Vol,bl,
No, 6,
April,
1954,
P.219,.
para,ll,



68,

Regarding the number of tenders to be invited on each occasion

the Committee said:
unber of Tenders,
42, This will depend on the size and type of contract. Ibid
We consider that the schedule of ratios between numbers para=-
of tenders and costs of works which the Ministry of Works graphs'
uge is sabtisfactory and might well be followed generally. 42 & 43.
43..  This schedule is as follows

For contracts

below £500 4 Pirms
between £5600 and £10,000 6 "

" £10,000 and £50,000 g

" £50,000 and £200,000 0 "
over £200,000 2 "

For very large and important jobs the list may be
restricted to a. smaller number of firms kmown to be
suitable for the particuler type of work involved, and
thought to have availsble capacity at the particular time."

3. Your Committee note that the Simon Report and the
Report of the Joint Committee on Tendering Procedure both
related to the building industry and not to the field of stores

LSS AR,

and supply procurement, &

Summing up the Board's case

144, The initial proposal of the Public Service Baard to
Your Committee was that the present Treasury Regulation 52 should
be replaced by a new Regulation on the following lines:

¥, ...Tenders shall be publicly invited and contracts Exhibit
taken for all supplies which are to be executed, furnished No.42/11
or performed within the Commonwealth, the estimated cost page 13,
of vhich exceeds £2,000, provided that:w paragraph
(a) tenders shall be publicly invited for all period

contracts and the greatest possible use shall be made

of this type of contract in obtaining supplies for

which there is a recurring need;

(b) tenders may be publicly invited where the estimated
cost does not exceed £2,000;

(¢) it shall not be necessary to invite tenders publicly
vhere the expenditure is authorized by the
Governor-General, or the Secretary to the Treasury
or a person thereto authorized by him in writing
certifies that the inviting of tenders is
impracticable or inexpedient,"

& These references to the Simon Report and the Report
of the Joint Committee on Tendering Procedure did
not form part of the case of the Public Service Board.
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As we explained earlier, this proposal would mean that, for
expenditures estimated to exceed £50 but mot more than &2 ,000,
the requirements of the Regulations would be meb (except in
the case of period contracts) if at least three representative
written quotations were obtained, JIn its initial submissiong
and_evidence before the Committee, the Board did not propose
that_any additional requirements or procedures should be
gstablished outgide the Regulations. In fact, the Board's
intention peemed to be that these matters should be left to
the discretion of departments. This is implied in two of the
reasons which the Board gave to support its figure of £2,000:

".s«  While it would not be obligatory for departments.
to invite tenders or quotations publicly where the value
involved is less than £2,000, there will .be circumstances
in which it would be desirsble to do so, This decision
would be a matter of discretion for the Department which,
of course, must accept responsibility for operating on a
bagis which is beyond public oriticism,

Orders for supplies estimated 4o cost more than
£50 but less than £2,000 which. are not based on public
tenders must be the subject of at least three written
quotes, vherever possible, Departments are not
restricted to three quotes and should obtain addifional
quotes if circumstances warrant doing so."

145, As our Inguiry developed, the character of the
Board's proposals chengeds Towards its close the Board suggested
two amo'nts for consideration by the Committee =~ £1,000 and
£2,000, Earlier the Board had said:

#(1R. GL™S0K). .., The Board considers that present needs
would be substantially met by a figure of £1,000,
However, for reasons that the Board stated to the
Committee, the Board suggests that 22,000 would be an
appropriate figure, particularly having in mind the fact
that the current level in Commonwealth supply activity
is approximately £153,000,000 annually on. orders over
£200, and that transactions under £2,000 in this field
are of relatively small value - 6 per cent, - which brings
in 35 per cent., by number, of the transactions in that
field,"

At this sbage, too, the Board linked its proposals with the
United Kingdom procedures stating:~

U(3%.. GLFESON)....the Board is not susgesting that the
Committee should recommend thet the United Kingdom's
system be applied completely at this stage, It is only
suggesting that a very minor step be taken in the
direction of the United Kingdom approachsss."

We were thenn also informed that when the Regulation was amended
the Board visualised the issue of a Treasury Circular "o tidy
up the situation in the light of the evidence governing
quotation procedure and so on". The Board continued:

Hee
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"(3R. GLZESON....We visualise that (in the Circular) the  0,1372
Treasury would prescribe that departmental instructions
be issued to ensure adequate safeguards in handling
quotations end tenders so that all interested parties
would have an assurance against irregularity in connexion
with competition for Government business, and that it
would prescribe that departmental. instructions should

be issued to ensure appropriate use of a well-organized
trades list. Many departments - perhaps all of them =
have trades lists st the moment, Whether they are the
best organized, we do not know, but we think the
Treasury instruction should prescribe. that departmental
instructions should be issued to ensure the sppropriste
use of a well organized trades list,

We consider, too, that the Treasury instructions
should provide an explanation that the use of the
Governor-General-in-Couneil's spproval. should be
restricted to the wmsual, exceptionsl type of case.
That would amount to some elsboration of the present
Treasury instructions, We visualize also that the
Treasury instructions should provide an elaboration of
the term impracticable or inexpedient, and thet they
should prescribe that the reasons for granting an
inexpediency certificate should be adequately recorded
in the departmental papers,"

The Board added:

" So we would bave the general situation vhere, Q.1372
consequent on. the receipt of a Treasury circular, the
department would be required to issue instructions or
amended instructionis covering the safeguard of tenders
and the maintenance and proper use of trades lists. We
would envisage at that stage that the Board would play

an assisbing and co-ordinating role in helping departments
to work out quickly along uniform lines as between
departments, the details of action to be taken on these
aspects of the issue of any necegsary amendments to
instructions, or the issue of any new instructions, on
these aspects.

In addition, we would help them to work out the
most appropriate procedure for hendling the guotations
and tenders system in the most efficient and sppropriate
monner; that is, whether they have to remain open for
two weeks, whether all these steps are necessary and so
on., That is the sort of action we visualized could be
taken to cover adequately the needs of the moment in this
field if the amount under Regulation 52 were increased,"

16, One of a nurber of possible alternatives %o the
Board's proposals is, of course, the use of inexpediency
certificates. About this the Board said:
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(MR, GLEESON I think it might help if I outline as
quickly as I can the Board's views on thiz matter of
certificates of inexpediency generally and refute any
suggestion that greater use can be made of certificates
of inexpediency instead of increasing the amount of £200
to some higher figure. The Board does not consider that
that sort of approach is appropriate. The Bosrd desires
to see departments given discretionary authority to apply
a simplified, but adequately controlled, purchasing
routine based on vritten quotations in cases vhere the
value does not exceed £2,000 and where it is considered
there would be nothing to gain but something to lose by
inviting public tenders, In many of these cases it
could not be substantiated that the public tender system
could not be applied and therefore a certificate of
inexpediency could not honestly be given without a
substantial widening of what is considered should be the
spirit behind the granting of inexpediency certificates,
particularly having in mind that they are applied also to
transactions of very high value vhere you should have the
detailed reasonas specifically recorded on the file. The
Board visualises that the vresent guiding instruction
would be elaborated, as I mentioned earlier, to provide
a clear basis upon vhich responsible officers will
determine the basis. of purchasing in each case. This
would provide the type of control which would operate
under the former granting of inexpediency certificates,
without the formalities., We cannot see any usefulness
in following formality for the sake of formelity. 4s I
bave said previously, that is just red tape, The
inexpediency approach as we see it should be applied to
the unusual type of case and not to the large nunber of
run-of-the-mill cases, Thirty~five per cent of orders
fall in that latter category, The Board considers that
certificates of inexpediency should be regarded as a
very important instrument of authority to be used by
sendor officers in particular circumstences, and in
relation to unusual cases yvhich ere of more significant.
value, In other vords, it should be genuinely demenstrated
in cases over £2,000 that the use of public tenders is
impracticable or inexpedient,"

147, Your Committee conclude this summing up of the
Beard's case by quoting from the last of the series of
statements formally presented o us by the Public Service
Board:

"5, The Board was m~red to seek an increase in the
financial limit gover.ing application of the public
tender system in order to facilitate departmental
administration in the processes of obtaining stores,
vorks and services,

17, In the field of Supply, of which purchasing
represents an important element, there are many problems
vhich can only be solved by a well-informed, constructive,
broad~thinking approach on as wide a front as possible,

Q.1385

Zahibit
Fo.h2/h0
page 5,
paragraphs
lo-21.



72,

18,  As mentioned in document T.R.7¥ the Board is
endeavouring to encourage Departments to adopt this type
of approach to ensure the greatest possible efficiency
and economy in this important field of Supply Management.
(The Board is teking similar action with respect to
Finance Management to assist in improving certain festures
of administration which have been criticised by the Public
Accounts Committee). .

19, A substantial increase in the amount of £200 at
present prescribed in Treasury Regulation 52 and the
inbelligent application of the principles involved
generally in the Board’s proposals would undoubtedly
facilitate improved efficiency and produce econcmies in
departmental administration,

20, The Board, therefore, reiterates its proposals
which involve:;=

+~ use of the public tender system in connection with all
period contracts,

« use of the public tender system in all cases where the
amount involved is in excess of £2,000 (except where
circunstances render the public tender procedure
impracticable or inexpedient),

« use of the quotation procedure in cases vhere the
amount involved is less than £2,000 except where
cirocumstances warrant use of the public tender system,

« use of the Governor-General's approval and certificates
of inexpediency to cover exceptional cases where the
amount involved is in excess of £2,000 and circumstances
Jjustify such action.

21, In submitting these proposals, the Board is fully
supported by practices followed in the State and

Commonwealth Authorities mentioned and in the J.X, Civil
Service. "

(c) The cases of the Departments.
The Postmaster-General's Department

148, Of the departments surveyed by Your Committee,
the Postmaster~General's Department has the highest expenditure
upon works, supplies and services; based on the statistics
submitted by the Department the current level of this
expenditure would be in the vicinity of £45,000,000 to
£50,000,000 per annum, In the three months' period ended

30th June, 1958 s the number and value of orders in excess

of £200 placed by the Department were as follows:=

X Exhibit Nu.‘}Z/_ll
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In its initial submission to Your Committee the Department drew
attention to the rise in costs of works, stores and services sinoce
1923 and suggested thet an inorease to £600 in the smount specified
in the Regulation would merely restore relativity. The Department
noted that 74% of the total number of orders were for supplies
valued at less than £1,000, and then ocontinued:

" In view of the great volume, and comparatively low Exhibit
value, of orders in the £200 to £1,000 range, it is 2!0.42/19,
considered that it would now be reasoneble to raise the paragraphs
general limit under Treasury Regulation 52(1)} to 7 and 8,

£1,000, This higher amount would be appropriate having
rsgard to changes in the price level and other factors,
such as the extent of administrative effort involved

and improved budgeting and estimating procedures introduced
in the Post Office, which ensure adequate control of
expenditure under delegated authority.

The Hain advantages which would stem from the ruismg
of the limit to £1,000 would bei-

(1) Senior Officers would be able to devote more time
$o planning and the overall direction and control
of aotivities; adequate confrol of purchasing
under delegation could still be maintained.

(1i) The spesdier placing of orders would tend to
minimise shortages of materialsg,

(i1) The maintenence of a regular flow of msterials
%o the largs field staff, thus assisting in
achieving maximun efficiency, would be facilitated."

The Department also said:

" The extension of delegated financial authority Ibid,
under Regulation 52(1) to £1,000 would not necessarily paragraph
nmean thet the calling of pubiic tenders would be dispensed 12,

with entirely for supplies up to this 1imit. The use of the
quotation system, which would supersede the existing
contract procedure on the raising of the present limitation
would not be desirable nor necessary in all instances of
obtaining supplics up to £1,000.%

The Department added that it would not automatically increase the existing
financial delegations to offiders upon a rise in the amount contained in
Regulation 52.

249. Following the first appearance of the Department before
Your Committee a further statement was submitted in which the Depariment
said, inter aliai-

" Generally, the chief advantage of the written quotation Exhibit

method, with proper safeguards and ressonable limiftation of No.42/37

delegations as already suggested by the Post Office are:- paragraphs
6 and 7

'(a) Substantial reduction in time required to secure supplies;
(b) Savings in clerical and typing labour.

The selective invitation of quotations for a wider range
of supplies would not, in the view of the Post Office, result
in higher prices being paid. This aspect has been examined in
the light of the inquiry. There have been gsome ingstances where
tenders wore invited but not acoepted because the price offered
was considered unreasonable., At a later stage, written
guotations were sought and the suppliers offered at a lower
figure,"
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150, Our inquiries established that the Department Q8,1033/4.
operated a trade list procedure under which it was the practice
to issue invitations to quote to all firms registered for a

particuler olass of material, rather than a selection of those Exhibit No.
firms; two examples were given where lower than tender price 42/37

had heen obtained after seeking quotetions. The Department paragraphs
placed much emphasis upon the additional time involved under 7 and &,
its tendering procedure as compared with quotation procedurs Sog para.

including the delay associated with the advertising of tendors in 203 below.
the Gezette, and, in goneral, advocated strongly that the monetary Qu.285-288

limit in Treasury Regulation 52 be lifted from £200 to £1,000. Seo also
paras, 209-
Phe Department of Supply and the Depariments of Kavy, Army 211 velow.
and Air,
15%. The Contract Board of the Department of Supply Statutory
is a2 major purchasing agency esteblished under Regulation 29 Rule No.59
of the Supply and Development Regulations. Regulation 33 of 1949 as

provides that "the Contract Board shall be charged with the duty amended.,
of arranging for ths performance of services and the purchase of g
supplies including foodstuffs for the Naval, lilitary and Air Forces

and for tho Depariment (of Supply) except as otherwise determined and
directed by the Uinister." By sdministrative arxangement the

Contract Board also acts as a purchesing avthority for many other

Government departments e&nd instrumentalities and is the medium Exhivit
through which all purchases are arranged on behalf of the No.42/15,
Colombo Plan, United Nations and similar organisations. Your page 2.

Committes were advised that the value of contracts arranged by

the Boerd approximated £40,000,000 each year but that it plays

no part in formulating the Tequirements of any of the user depariments
and is purely a purchasing organisation: it arranges the contracts
and places the orders.

152, The following table relating to the three monthat!

period ended 30th June, 1958, rofers to those orders in excess of

£200 placed by the Departwent of Supply for delivery to ard payment Exhibit
by it. The table does not includs details of contracts accepted and No.42/15

orders issued by the Contract Board for delivery to and payment Statement
by other departments: No.8,
Valug Total Total Partic~ Period Arranged by
Gategory Value No« ular Contracts other
of Orders | of Orders | Contracts. Departments.
£8. £ :
200 - 500 206,537 644 308 289 | 47
500 - 1000 168,066 241 126 87 28
1000 - 2000 190,119 135 65 64 6
Over - 2000 1,678, 372 173 100 67 6
TOPAL 2,243,094 | 1,193 599 : 507 i 87
153, The Department of Supply in its submission to us did not

specifically recommend that the amount in Preasury Regulation 52 be
increased: it did say, however, "that it would endorse the requirement
for the compulsory invitation of public tenders being inoreased to
£1,000". It geve as its reason the change in money vaelues whick had
ocourred since the existing limit of £200 had been established. The
Department went on to say:

"  Bowever, because of the adventages of the tender system Exhibit
and the fact that the Contract Board must accept responsibil- Ni~.42/15
ity for operating sound and efficient purchasing procedures onpage 7.
a basis which is beyond public eriticism the amendment of

Regulation 52 to make the invitation of tenders

obligatory only in those cases where the e stimated amount

involved exceeded £1,000 would not result in any msjor
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change in the present practicss of the Board which
would continue to invite public tenders wherevew
practicable. The principle effect of the amendment
would be to roduce the number of occasions on which the
Board would be required to certify thet the invitation
of tenders was impracticable or inexpedient."

The Department claimed that where competition was available the invitation
of public ienders was the most officisnt and economical method of obtaining
the bulk of the requirements purchased by the Board., The Department

added:

" Chargos of partiality or faveuritism are avoided by 1-id,
inviting wherever possible all gualified Zirms to compete rage 5.
for Government business, but, important as this consideration

is, the invitation of public tenders serves other useful

purposes. Through the encouragement of competition prices are

kept at rezsonable levels, new sources of wupply which

might not otherwise present themselves are tapped and all

potential suppliers have the same opportunity to submit

their offers,"

154« In evidence before Your Committes, Mr. €, K. Davies,

Assisient Secretary and Direccor of (ontracts, Department of Supply,

spoke strongly in favour of retaining the public tonder system for

purchases above £200. He s~vno difficulty in operating under the

existing Treasury Regulation 52 with iis monetery limit of £200 and

indicaeted that there was little additional work involved in issuing
ocertificatos of inexpediency when it was not appropriats to invite .
public tenders.

"COLMITTES HEMBER: Leaving aside the £300, your Q4256
Department indicated that a rise to £1,000 would

help to reduce the number of certificatos of

inexpedisncy. Therefore therc would be some benefit?-—

(¥R, DAVIES) I would say not, quite seriously. The only

difference it would mean is that there would be fewer

certificates given, That only means a stemp on the

business paper, end somepody signing it."

The Dopartment also submitted details of cases where the insistonce of BExbibit
the Contract Board upon calling tenders after quotations had been No.42/18,
obtained, had resulted in better prices for the Commonwealth.

155, Although subject to Treasury Regulation 52, the extent
and the wey in which the Departments of Army, Navy end Air way aTTranye
their purcheses are determined essentlally by the Supply and
Development Reguletions and in particular by the Minister for Supply
and the Contract Board of that Depariment. Exocept in one case (an
unlimited delegation %o the Secretary, Department of the Navy, to
arrenge for the repair and refitiing of HJdi.4. ships) delegations from
the Contract Board to officers within the three departments have not
exceeded the amount of £200. All other purchases by them, except
purckases made from or through certain Commonwealth or State agencies,
should be axrranged through the Contract Board.

156. 1t was oloar that all three Departments considered the

existing delegations from the Contract Board too low. The DeparTiments
of Favy and Army, in particular, were inclined to associzde tho 1limit of
£200 on the Contract Board delegations with the amount specified in
Treasury Regulation 52 end their answer to their problems was to propose
an increase in Regulation 52 in the expectation that an increase in
Contract Board delegations would follow.

157. There is, of course, no essential connection between the
Contract Board delegations and Regulation 52. Hr, Davies of the

Depertment of Supply agreed that the Contract Board could, with the
approval of the Minister for Supply, delegate unlimited power to the
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Departments of Navy, Army and Air to arrange their own purchasas.
Mr. Davies also said that for & number of reasons the Contract

Board had not considered it necessery to increase tho delegations
beyond %200 and added later thal, to his knowledge, thers had not

been a request from any of the Departments for delegations greater Q.20
than £200. We were informed too, that an incrcase in Contract Exbibit
Board delegations to the Service Departments would not necessarily Ho, 42/15
follow a veriation in the amount specified in Regulation 52. page T.
158, Your Committee note that it bhas alvays been open to

Departments of Navy, Army and Air to:
{a) seck higher delegations from the Contract

Board; and

(b) seck suthority from the Secxotary, Department
of the Treasury, to certify that the calling
of tenders publicly is impracticable or
inaxpedient.

That the Deportments have not _done so is not without its signifioance.

159. One of the srguments put to us against inoreasing the
delegations under the Supply and Development Regulations, while the
limit in Regulotion 52 remained at £200, was that the Departments
would need to invite public tenders and o establish contract

boards which would duplicate the existing machinery in the Department

of Supply. This, of course, is not correct: there is no See paras.
reguirement that tenders must be considered by & tender or contract 203-209
board or *nt slaborate machinery is necessary $0 process tenders for balaw
relatively minor purchases.

160, 0f the threo Depariments concerned, the Department of

Air seemed bost to understand the situation and the relative impacts

of the Supply and Development Regulations and Troasury Regulation 52,

That Department, while generally in favour or arranging its purchases
through the Contract Board, felt the need for some alternative way to

handle special purcheses up o £1,000. The Depariment ggreed that g
delesation of £1,000 from the Contrast Board under the Supply and Q.T724
Development Regulations, tcgether with authority from the Secrstary,
Department of the Treasury, to certify that the calling of tenders

publicly is impracticable or inexpedient, would solve its prolilems.

161, Because of the oonfusion as %o the relative effects of

the two sets of Regulations (and this was particularly evident in the
submissions of the Departments of the Nevy and Army) Your Committee
gpaider it must discount. to a lerge extent, the initial proposals

of the Departments_of Navy, Army and Air Togarding Preasury Regulation
52, While go doing we must point out that each of the Departments
obviously feels that some relief is necessary from the present
zoguirement of the Contract Board that “"outside" pruchases costing

more than £200 should be chennclled through it; the general consensus of
opinion was that 2 1ift in the upper limit of Contract Board delegations
to £500 ox £1,000 would meet the situation, Whether such an increase
could only be effective if parslleled by an increase in Treasury
Regulation 52 is very much open to doubt; certeinly it wes not a
questlon which hed properly been considered by the thres departments,

162, Following the appearances of the Departments of Supply,
Navy, Army and Air before Your Committes, the Public Service Board
submitted a formal statement dealing with purchasing arrengements
for the Armed Services. The Board saids:

" The Board envisages that any increase in the present Exhibit
financial limit of £200 in Treasury Regulation 52 would: Ko, 4./40
be followed by some ertension of delegetions. from the page 4,
Department of Supply (\mder Supply and Daveloyment para~-
Regulakticns) to the Sorvice Departments. This would result graphs
in more economical and flexible administration and the 11-15.

reduction of lead in procurement.
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Such an extension of authority would not necessarily
apply to all clesses of purchasing, The Deparwment of
Supply hes 2 role to play in formulating end co-ordinating
procurenent policy for the Defence Services in addition to
its part as o buying agency. Therefore, the neture and
extent of delegations granted must be determined within
the framework of the overall procurepment policy,

However, as has already been mentioned to officers
of the Dopartment of Supply*, the Boerd considers that an
objective review siould be made of the whole field of Service
procurement, due consideration being given to the various
types of purcheses being mado by and for the Serviece
Departments, both in Austrzlia end overseas, and procedures
introduced to ensure:

(i) that certain typos of requirements will continue to be
processed through the public tender system operated by
the Department of Supply, including rocurring items which
lend themselves to consolidation and the arrengement of
poriod contracts ... and non-recurring items to which the
application of the public tender system would be appropricte;
and

(ii) that the Service Departments are givon appropriate delegetions
to enzble them to purchese certein iypes of supplies (a woney
figure 2lone is not likely %o provide the most appropriate
basis for such delegntiona).

If higher delegations were given to Service Departments the
Department of Supply could oversight such transactions through a
system along the lines of the present arrangement whereby the Service
Departments provide Supply with details of orders between £100-£200
placed by those Departments.

What is required in the ¢ase of the Service Departments  Sec Chapter:
is a carefully designed system of decentralization consistent VII, Para
with overall Defence conwrol. Insistence thet an outside _34('b)
buying agency must oversight every transaction of & customer velow
Service Depariment has been seen in other matters to have
had the most adverse effects on efficiency and economy. ..."

The Department of Works.

163, While the expenditure of other depariments concerned with
Troesury Regulation 52 reletes essentially to the purchase of stores and
gsupplies, thet of the Department of Works is mainly on works and services.
0f an expenditure of £8,139,000 on works, supplies and sorvices in a

throe months! period in 1958, £7,215,000 or approximetely 897 was spent on -
works and services.

164. The: number and velue of orders in excess of £200 placed by the
Dapartment in a "typical" period of three months in 1958 were as follows:

* VWhen the Bublic Serviecs Board representstive, Mr, W.T. Gleeson, was
asked when this metter was taken up with the Department of Supply
he replied:

" +.e At whet I have referred to as the round table discussions

in Melbourns on 5th September (1958) I nmentioned that spzcifically
to Mr. Devies, who was the Depariment of Supply representative at
these discussions. At 2 later stage, I deliberately approached
Mr. Sumner, the Deputy Secretary of the Department and put the
same tling to him. In fect, I wont further s#nd said, !'Whether

or not there is any amendment of the Treasury Regulation, I think
you should be doing just this.t."

(Question 1148 of Minutes of Evidence)
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In its formal statement tho Dopartment informed Your Committeo that it Exhibit
found the current contract ond tender procedures satisfactory although No.42,'23
a docided adventage would be gained by extonding the present limit in

Treasury Regulation 52 from E200 to £1,000, The Depertment told us

that such a change would nsoivd roaatly in Ystreamlining procedure, ™

and thet & saving in time and ezpenditure would result from "the

elimination of initisl work at present necessary prior to the

invitation of tenders and the subsequent receipt and prepavation

of formal contract documents,”

165. Thuce arguments were later amplified by the

Departmont when its representatives appsared befors us. We wers told

that beosuse of the limited number of suthorities granted to officers .860
under Regulation 52(2) to certify to inexpediency, it was on occasions
necessary for officers, who kad & financial delegation to approve

of expenditure up to, say, £1,000, to refer, to other officers,

situated perhaps in other areas, cases in which it was considersd

inappropricte publicly to invite tenders. .

166. Other advantagos which the Department saw if
quotation procedure could be applied to purchases betweon £200 and
£1,000 were:

(a) fewer copies of specifications would be needed; Q.537

(b). cames. would not bo submitted to a tender boord
for consideration unless there were speciel
circumstances;

(¢) quotations need be invited only from firms which
the Department kmew were reputable and could do
the job (the Department said that if public

tenders were called and the lowast tender was Q557
Toceived from & firm unknown to the Department
it might be necessary for its oapacity, See paras.
organisation and other aspects of its operation 214~218
to be investigeted before & decision was made.) ‘below,
167. The Department did not press the point mede in its
original statement that savings would result from eliminating the
praparation of formal contract documents: i% reelised. that whether Q4545
or not a formal contract was prepared and uxccuted was not determined See param.
by the monetary limit specified in Reguletion 52. 22-23
above.
168. The Depariment agroed +that tho sape specifications
would be issued for a particular order irrespective of whether quotations Q.555
of tenders were oslled. The Department also agreed that thers wasg, in Q.868
.

faot, no requirement thet tendors should be put to & tender board and
went on to say:

Y.esoIt is just a procedure considered to be a satisfactory Qs.868
one by the Department. It has been operative in the and 869
Department for years and yeara. It is the standerd

accepted practice and we cornsider it a very good practice.

COMMITTEE MEMBER: Apert from it being a practice, and a.

/there is good one - which may be 2 astromg reason ﬁvhy small tenders

no reason of, say, £80C: should not be approved by an individual
officer vad thereby save the time - consuming procedures
of the bosrd? ~-- (MR. DAVIDSON) We are doing something See also
along those lines at the present tims. We are endeavouring parag,
to improve the position in that very respect. .. We are 203-204
endeavouring to draw up a quotation form with a set of below

conditions on it. We will use it for jobs that are mors
in the nature of minor tenders which will be dealt with by
& lower-status committee or tendexr board than the existing
one, It will be used solely for tlah purpose and molely
cut down some of the documentetion associated with the
standard form of torlers when publicly invited.”



81.

169 Ve were also informed by the Dopartment that its
Sydney Office was operating & '"minor quotation procedure" involving
public edvertisement.* About this Mr. Davidson said 3

"...An zdvertisement is insorted calling for quotations.
Sydney has found that practice to be quite good over the
last couple of ycars end that branch had advertised

for quotations, It has used thevord Tquotations' apparently
to indicate to prospective tenderers that they are minor
Jjobs. But they are not sdvertised in the Gezette.
Acceptance only is notified therein.”

170, The Department spoke of occasions when it was
difficult to obiain a satisfectory tender beoause of demands from

other sources. The Departments generally accepted thet there was

no great disadvantage in inviting public tenders but said that
disadvantage did occur if public advertisement failed to attract
suiteble tenders. In diffiocult ereas it wes sometimes possidle to obtain
suitable quotations as a result of & direct approach by departmental
officers when the ocalling of public tenders had failed.

171, Ur. Yaunder, Dircotor of Works, Canberra, expressed the
opinion thet the calling of public tenders was not more cumbersome than
a quotation system; <that the procodure only became cumbersome when the
response to the public invitation was not satisfactory. But Mr. lisunder
also seid that the present limit of £200 in Treasury Regulation 52 would
bs & very serioushandicap to the Depariment of Vorks if departmental
officers bed not boen granted authority to issue certificates of
inexpediensy.

The Department of Civil 4dviation.

172, This. Department proposed an increase in the amount
specified in Treasury Regulation 52 from £200 to “nmot less than £1,000",
but saw no objaction to the Public Service Board's proposal of £2,000.
The Department considered that such an increase "would Voth preserve an

Q.854

Q5.863
and
864.

Q.914

Q.9754

Exhibit No.
42/22,
State-
ment No.

adequate degree of control and provide more flexible administrative processes 5§

relating to purchases." Details of orders placed by the Depirtment
in the three months' period ending 30th April, 1958, are as follows:

para. T«

Value  Total Velus |[No. of Public Cortifw ’ Period
Category., of orders. Orders in | Tenders icaton Contracts
in each cach Called of Utilized

. category category Inoxped-
iency

200 - 500 45,053 139 38 14 87

500 - 1000 38,771 56 12 4 40

1000 - 2000 19,072 14 4 3 7

Over - 2000 182,409 29 26 3 Nil

Totals 285, 305 238 80 24 134

* For information about & eimilar procedurs operating in Canberra
soe paregrephs 66-70 above.
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173 In support of its proposals the Department, in its formel

submission to Your Committoe, said:

i Considerable work load and cxponse are involved in

the inviting of public tenders and the placing of
contracts, including -
(a) the preparation of the invitations to tender;

(b) advertising in the Commonwealth Gazotte and
pressi

(c) the preparation of technical roports;

(4) the preparation and processing of Contract Board
Business Papera; end

(

o

) the preparation and dstribution of lettors of
acceptance end non-acceptance.

Exbibit Vo,
4222,
Statemont
No.5,
paragraph
3.

In that submission also the Depariment outlined the steps involved in ~

(a) Obtaining quotations for the supply of & simple non
technical item cstimeted to cost not more than
£200 (20 steps); end

(b) calling tenders and letting contracts for the supply
of a simple tochnical item estimated to cost more
than £200 (63 steps).

However, during our public heerings it was esieblished that the two
statenents; did not represent an acourete oomparison of the essentisl
procedureg which would be followed in purchasing a simplo item
costing, say, €800. For instance, the Department of Civil Avietion
egreed that if ‘the amount in Regulation 52 was incressed it would

Qe436

need 10 introduce addifional chocks to the existing quotation procedure.

174. The Department emphasised the additional time involved

in tender processesj it has been the practice of the Department to
submit all tenders to a contract board.

"COMMITTREE (WMBERz..., Would the tender procedure be much more Q.426

aaerous thanthe quotation procedure?——-(lR, LEWIS) I think
our main point on this is the amount of work involved.
People who should be predominantly getting in touch

with suppliers have to devote a lot of their time to
administrative functions and submitting memoranda to the
Choirmen of the Contract Board.

R A

COMMITTEE UEMBER: How would increasing the delegation
to £1,000 speed things up?---(UR, LEWIS) There would be
savings in time, as we havo pointed out. There is the work
loed thet lr. Woodward has pointed out. There is a lot of
promulgation with tender procedure. (In the quotation Pield
we do not exclude anyone, certeinly no one of importance.)
We would not haeve %o invoke all ‘these tender procedures,
which would teke time. As we have pointed out, it is very
difficult to say how long tender procedurs takes, but it
takes a lot longer then quotations, and there are lots of
delayse eesese

Thers will not be the preparations internally - the
preparation of minutes to the Board, ete. We will not
bave to await the full Board. 4s was pointed out %o you
this morning, the membera of the full Board are quite often
in different places. The time factor in the technical
branches is such thet we bring in with the relatively small
jobs backyard suppliers. It takes time to aesess their

Q.428

Q429
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ability o do & job. In most cases we have found that thoy
are not capable of doing these jobs. We know in the first
plece the pesople who ocan do the partiouler task. In point of

faot, I think we bave some 200 items in this bracket that we are

considering., Assuming we put 90% to quotetion procedure

and kept the tender procodurc for the other 10%, or, say, 15%,
we would seve the steps that I have mentioned. Admittedly
the number of cases is small comparad with the figures that
have been presented to you by the Pcsimastor-General's
Depertnent, but $hey are significent as far as we are

concerned.’
The Departuent of Civil Avietion put forward 2 view siniler to the Spe pare,
Departaent of Works, that the receipt of tenders fron unknown firms 166
could result in additional work, above.
175, The Departuent told us that it had based 1ts case Q521
for an increase on the way it was handling its purcheses ai the
present times it had not, it seems, considered whether tenders
involving relotively low expenditurc could be decided by an
individual rather than by referencs to a full contract board. On
this question of the necessity or otherwise of processing tenders
through a contract board Mr. C.L.S. Hewitt, representing the
Treasury said:
"evve I meke it cleer that the involving of the mejor Q.513
adninistrative head of the Department in deciding
which tender to accept or not accept has nothing to do
with Treasury Regulation 52 whatever. That Regulation
rogquires tenders to be called in certein circumstances.
Treasury Regulation 49 soys that the Purchese Order
shell be issued by tho Chief Officer of & Department or the
delegate of that Chief Officer. If the Chief Officer does
not delegete under Preasury Regulation 49, ond if the najor
administrative head of the Depariment les to consider the
tenders, thet hes nothing to do with Treasury Regulation
52 end it is not the restriction inposcd by the Regulation."
176, The Departnent alroady maintains comprohensive trade Q.418
lists and gave us some indicationm as to how they are esteblished.
"o..We have o speciel pro-forma prepered. Bvery Qo438
supplier who calls on us is givon this proforns which
covers every type of equipuent thet the Departnents
buys or is likely to buy end they are interested
in, irreapective of prico. That is coded onto 2 mechine
whioh will select appropriate suppliers when we want to
invite tenders or guotations.”
The Department also mekes extensive use of 4rede journals. It was
clained that use of the Trade lists hed resulted in the Department Q.494
obteining better quotations.
*..osWe have had exanples in which our technical people Q.438
have already received quotes and subnitted & requisition
t0 uvs and ny superior officer or myself - my superioxr
officer having a high delegation than I have - insisted
thaet other quotes be called for. We have been 2ble *o
oblain lower giotes because of our knowledge of the market,
and beczuse of our system relating to our mailing list,.,,"
177. It was the opinion of the Depariment that within the range
of £200 to £1,000 better prices on the average would not be obtained by
calling public tenders.
"eusaIn the bracket from £200 o £1,000, firstly you must Q4717

admit that the officers conducting the purchases pust build
up & background of the frade in their area. Sscondly, the
supplier himself is not backward in this natter and he
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becones almost & problem., Suppliers are often in the
purchasing office gelling their wares. ... Thirdly, we
oust remember that we will s1ill be celling tenders for
£1,000 or whatever the limit may be end this helps us
to gauge the market for those orders under £1,000
provided that they are for the seme category of goods,"

The Department of Repatriation.

178, Except for urgent requirenents the Repatriation Q.607
Departnent hes found 1little difficulty in operating under the

present Treasury Regulation $2. However, in the ubaence of authority

to certify that to ¢all tenders is impracticable or inexpedient the Qs.629
need to replaoce special medical squipnent at short notice hes and 636
resulted, on at least one occasion, in the Depariment infringing

the Regulation. The Departunent accordingly proposed that the

nonetary linmit in the Regulation be raised to £1,000 or that

particular officers be authorised to certify to inexpediency; Exhibit
however, for administrative convenience it preferred an increase No.42/26,
in the limit. The Department also suggested that the raising paregrapke
of the limit would enable reductions in adninistrative costs 4 and 5.

agsociated with tonder procedure generally but did not emplify this
claine

179. The. £ollowing statistics of orders placed, Telate
to the six months' period. ended 30tk June, 1958:

~

Total Value Total No. Public Poriod
Value of" Orders in of Orders Tenders Contracts
Category each category in each Called, Utilized
category

200 - 500 141,020 459 187 272
500 - 1000 80,814 121 61 60
1000 - 2000 87,715 63 3 29
Over - 2000 57,538 16 11 5
Total ‘, 367,147 . 659 293 366

Like tha Department of Civil Aviction, the Repatristion Department

maintains trade lists and endeavours to solieit quotetions from as Q.623
nany sources 8s possible. All purchases, with the exception of

emergency requirements, are made through proourement and coniract

boards established within the Deparfment. A large number of’

purchages already are mode under period contracts and the Department Q.612
did not think thet the practice could bs extended further.

180. The Depertment informed us thet, in the event of

an increase in the monetery limit to £1,000, it would continue its

present practice ¢f publighing invitations for formel tenders for Q.619
purcheses in excess of £200, except in the case of urgent requirenments.

In answer to a question whether the issue of authority to a number

of officers within the Departnent to certify to inexpediency would

meet ita voguirements as well 2s an increase in the monetery linit,

the Departuent representative, Mr., C.A. Nettle, Assisitant

Commissionor (Institutions) saids

"I think the answer nust be that it would be met as Q.620
effectively if tho delegaiion were sufficiently spread,

but perhaps not as efficiently in thet there would be a

longer line of communicetion.”

181, lirs Wettle agreed that efficiency within the Department
agsisted it considerably in operating effectively within the existing
limitations imposed by Treasury Regulation 52 but added that the Department
was itself eided by the nature of its operations., The Department, he seid,
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vies e continuing ontorprise which did not come up ageinst some of
%he procurement problems which confronted other departments. The
Public Service Board represéntetive, MUr. W.T. Gleeson, made a
sinilar suggestion to us:

"Some othor departments have problems similar to those
of the Post Office, but certainly there are departments
which have different problenms. Xor example, there is
the Departnient of Repstriation, as you cen well
inegine, Thot Depertment is running hospitals, ond the
type of supply lends itself to period contracts. There
is less need for calling written quotations, by
comparison with the Post Office.”

182, It is of some intorest that from 1921 wniil 1932,
the (then) Repatriation Commission enjoyed o full exemption from the
provisions of Treasury Regulation 52, The Treasury informed us that
in May 1932 the Commission hed indiceted that a continuance of the
exemption was unnecessary scying that cases where tenders wers not
publicly invited were very rare. The exemption wes cencelled by
Statutory Rule No.8 of 1932,

The Department of Territories.

183, The Departuent of Territories was not included in
the Public Service Zoard's survey in 1958, nor were reprssentatives
of the Department asked to agpesr before Your Committee. However,
in the closing stages of our Inquiry the Depertment submitted two
statenents outlining its current procurement arrangemonts snd
nentioning certein changes which hed occurrsd in the preoeding two
years.

184. It appears tkat as a rgsult of intervention by the
Minister for Territories, who was concerned to ensure that the
Department was 'getting the best possible value for the public funds
expended", the number end value of orders in excess of ¥200 (in
respect of purcheses of the Papua and Now Guinen Administration)
placed by the Depariment without inviting tenders decraecssd from
446 orders valued at £359,200 in 1956 to 88 orders valued at
£85,771 in 1958. OFf the latter sun 59 orders valued at £38,982
were for purchases of medical equipment and supplies made under
arrangements approved by the Corwionwezlth Stores Supply and Tender
Board.

185. Phe following stetistics relate to purchases
in excess of £200 nade by the Department for the Papua and New Guinea
Administrotion during the three months ended 31st tliarch, 1959.

Q.610

Q.373

Exhibit
No.42/8,
Para.3e

Committes
docunments
T.R48
and 53.

Conmittes
docunent
T.R.48

Committee
Doounent
T.R.53.
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I% is the practice of the Departuent not only to invite tenders
by public advertisement but also to distribute copies of the
tender sohedule to all known likely suppliers of the class of
goods concerned. Terders are advertised in the press only

and not in the Commorwealth Gazette; the Department said that
generally only two weeks were allowed for the closing of fenders,
end this did not permit sufficient time for the notification in
the Gazette to be of practical value to tenderers. A1l tenders
received are examined and approved by a tender board consisting
of two officers of the Department of Territories and en officer
of the Treasuxy,

186, The only difficulty being experienced by the Depart-
uent under the existing provisions of Treasury Regulation 5%

is when an urgent purchase is necessary. During the period

1st Januery to 31st March 1959, ton certificates of inexpediency
were sought by the Dspartment and obtained from the Commormvealth
Stores Supdly and Tender Board for purchases valued between £300
and £1,000 while the Governor-General's anproval was cbbained

on four ocoasions. The Department said that the procedures
involved in obtaining certificates of inexvediency and the
Governor-General's approval required a certain amount of time
and clerical work; in particular the procedure involved in obe
taining the Governor-General's approval was bime consuming and
caused delays.

187, On the 21st June, 1956, the Department sought from
the Department of the Treasury authority for its tender board to
issue certificates of inexpediency; the request was refused and
the alternative of obtaining the certificates from the Common-
wealth Stores Supply and Tender Board in Sydney was adopted,
The Department claimed that the granting of this authority to
its own tender board would lessen aduinistrative work and speed
purchases,

188, Of interest is that Treasury Regulation 52 does not
apply %o purchases wade by the Administration of Papua and New
Guinea, However, the Department of Terrifories has adopted the
ettitude that, as the Sydney office of the Department (which
arrenges these purchases) is staffed by Commonwealth Officers and
as payment for the purchases is made from the Commornwealth Public
Account from grents wmade available by the Commonwealth, the pro-~
visions of Treasury Regulation 52 should be invoked,

189. The Department of Territories provides another
example of how procedures meeting the requirements of Treasury
Regulation 52 can be adapted to_provide for rapid procurement.
The Department said:

", +s If purchases costing between 2200 and £1,000 were
nade on the basis of quotes and not tenders there should
be no great saving in time, The essential processes

are the same whether tenders are publicly imvited or
quobes obtained from selected suppliers; so far as Sydney
office is concerned the maximum tine saving should he

one weeok, i,e. the time between Board mestings, and

if the business on hand Justified it this could be

avoided by holding wmeetings more frequently."

The saving in time could also be achieved by vesting the power
to approve purchases up to £1,000 after public tenders have been
called, in an individval officer.

Tbid
paragraphs
3 to b,

1bid,
paragreghs
6 amd 7.

Ibid,
peragraph
See also
paragraph
44 above,

Comnittee
Document
T.R.53

Committee
Document
?.R,55,
page 2,
paragraph
6
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I
(@) The atbitude of tho Departmont of the Preasury

190, The Depariment of the Treasury did not, in its Pormal Exhibit
submissions $o the Committes put forward any fim proposals for No,.42/6
variation in, or retention of the amount of 8200 in Treasury
Regulation.sz,‘Rather, it contented itself ~

(a) with setting out the principles on which it
considered the Govermnment's procurement
arrangements should be based;

(b) commenting upon verious facets of the Public.
Service Board's proposals; and

(c) making suggestions sbout the form of some parts
of the Regulation,

191, Later, when Sir Roland Wilsen, C,B.E., Secretary to
the Treasury,. appeaxed before Your Committes we sought from him 98,1218
an opinion whether there was any reason to alter Regulation 52 and 1220

from a Treasury point of view. After covering, ‘broadly, some
of the main issues he saw involved, he said:

"eues It is for the Committee, after informing itself Q.1220
as far as it can on the feots and relative consider-
ations which might be brought to bear, to exercise ifs
collective wisdom ond say, 'We who, in this matler, are
acting as representatives of the citizens of Australia,.
think it would be fair and proper not to arranga the
busginess in this particular fashion but to do it in this
way.', If you ask me what is the 'official' Treasury
point of view, that about sums it up, To the extent
that the Treasury has specific factual information, or
specific persons experienced in this particular matter,
or to the extent that we can produce information from
some obher quarter to lay before the Committes to help
it to form a judgmwent, we are happy to do so. I repeat
that for myself I em entirely heppy to accept the
Judgment of this Committee."

Subsequently, Sir Roland went on to say that any view upon amend-

ment of the Regulation expressed by tho Treasury representative Qs.1260~..
sitting with the Committee, Mr. C. L, §. Hewitt, would be .z, 1294,
Hewitt's ovn and not the official view of the Treasury.

192, Expressions of Treasury opinion in this Report,

accordingly should be judged on that basis,

193, In the Treasury's main statement entitled "Public Exhibit
Invitation of Tenders" it was suggested that the amount of £200 No.42/6,
in Treasury Regulation 52 was not an end in itself. The Treasury paragraph
thought it necessary in considering eny proposal for increasing 4.

the amount to go beynd a comparison between the amounts of £200
end various higher alternatives end beyond movements in prices
during 1923 to 1959, to study the effect in terms of the value
of purchases which would be withdrawn from public invitation to
tender end the probable offects of such a withdrawal, The

Treasury noted that some £10,000,000 of purcheses spread over Ibid,
some 666,000 orders, each worth less than £200, were now being paragraph
made each year without the public invitation of tenders, and 5.

said that the proposal of the Public Service Board would authorise
the placing of yet amother 14,000 orders worth £9 ,000,000 without
publicly inviting tenders,

194, The Treasury continued:
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" Whilst agreeing with the statement by the Public
Service Boord that the amount in the Regulation is a matter
of opinion, there are yet thought to be three matters of
Paramount importance to be considered in deciding whether
or not very largely to inorease the present volume of
p\:\rchases made without the public invitation of tenders,
viz:~

(a) the prices paid by the Comonwealth must be
reasonable;

(b) the procedures that are observed in the expenditure
of public money must be, and must be believed to be,
above public criticism; and

(c) all persons who are interested should have the
opportunity to participate in public business to
the maximum extent reasonsbly possible.

The Public Service Boardfs proposal is in effect
to modify these primciples according to the value of
individual transactions, and to authorise those trans-
actions, the value of which is not greetly significant
(to the Commonwealth) to be withdrawn from public invitation
of tenders,"

The Treasury said that there could be no doubt but that the open
competition which accompanied the public invitation of tenders
was the best means of ensuring lower prices to the Commonwealth
and cited three cases where the Commorwealth Stores Suwply and
Tender Board had effected substantial savings by insisting upon
the public invitetion of tenders after declining proposals that
particular quotations be accepted, The Treasury then gave
numerous examples of the wide range of prices which could result
from the public invitation of tenders and these, it said, were a
further demonstration of the incentive of open competition. The
Treasury added:

" Those who tender in response to a public advert-
isement have decided, in their individual circumstances
of the moment, to seek a share of that public business,
Their circumstances will change and the sams supplier
will tender on one occasion but not on another. ...

The alternative that is proposed by the Public
Service Board is the selection of three suppliers to
quote, Perhaps one of the three to be selected would
have submitted the lowest suitable tender in response fo
a public advertisement. But among the total field of
suyppliers this is not probable. And if one who would
have submitted the lowest suitable tender is excluded from
the thrce who are selected to quote, then the cost of a
purchase may be substantially higher than need be,"

195. Under the headings of "Public Criticism" and "Public
Interest", the Treasury said:

b A public advertisement for tenders is a notifica~
tion to all who may be interested ané wish to participate
in the business, The selection of three suppliers to
provide quotations is an administrative decision open to
all the obvious criticisms and imputations by those who
are excluded from the opportunity of tendering. ...

Exhibit
No.42/5,
paragraphs
9 and 10,

Ibig,
paragraph
12.

Ibid,
paragraphs
14 end 15,
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+vo Government orders in excess of £200 are important
to many smell traders. They are unlikely to acoept 2s s
reason for their exclusion from public business the reply
thet the order wes reletively insignificant to the total
value of purcheses by the Commonwealth. To them it is the
relation of the order to their own business transactions
that is inportent., Hor are they likely to be satisfied with
the statement that, perkaps,more clerical effort may be
required by the Governmont department in +the preparation of
an advertisement for tenders than in seeking written
quotetions from those thres of their competitors which
have been selected by the department.

It is of the utmost importsnce that there should
be no. room for suggestions of patronage in the selection
of those who are to be suppliers to the Commonwealth,”

The Statement concluded:

" The sxisting volume of purcheses made without Exhibit
the public invitation of tenders by the Departments from No.42/6,
which the Public Service Board hes collated statistics is para.2d.

£10nm. per annum. That is already ten times the value of
the purchases that were so authorised by the decision

to establish the amount of £200 in 1923, It is thought
thet reasons of considersble substance are needed to
Justify now gny significent increese in these purchases
apart from a doubling of their volume to £20m. per annum.
The direct savings, estineted by the Public Service Board,
at £28,800 per annum are not Believed to bs of great
significance by contrast with the public policy consider—
ations put forward above."

and, on the question of exceptions to the principle of public tendering
and exemptions from the Regulation:-

#...Probably there is reason to provide in the Regulation Ibid,
thet other individual purchases cen be mede *ibout the paras,
public invitetion of tenders on the certificats of a 26 and
delegate of the Secraetary to the Treasury, ané provided 27,

that the purchases have been scrutinised by & contrect
boerd, which should ensure all reasonable precautions
against, for exemple, patronage or favouritism.

It would also be desirable to continue the
provision that purcheses mzde from Commonwealth or State
Government sources need not bo the subject of public
invitation of tendors and completely to exempt from the
Regulation those whose practices ere regulated otherwise,
e.g. the Commonwealth Railways Commissioner -~ Commonweslth
Railways Act 1917-1957 Section 22."

197. . The Tressury representetive, Mr, C.L.S. Hewitt,
wout to_some lengths to explain what he saw would be the effect of
permitting orders up to £2,000 in value being pleced subject to thres
representative quotations being obtained. At an sarly stage of his
evidence befors Your Conmittec, he said:

"eeeIl go to the extreme of being realistic., Hy conviction

is that if the statutory requirement in the regulation

is to call at leest three reprasentative quotations the
circunstances nmostly will mean that people who wish to
oxereise @ discretion and think there is some gein in it

will exercise it. They will secek three representative quotes."

198, Later he said:
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"In wy humble opinion, it is not formality for the sake

of formality; it is placing responsibility where it should
rest in relation fo individual purchases, ¥ The altermative
is for this Committee in its advice, and for the Parliament,
the regulations being the instrument of the Parliament, to
accept a blanket responsibility. Let us not talk about
hedging instructions, hedging qualifications or anything
else, The plain fact would be that, in respect of any
purchases of up to £2,000, £5,000 or more than £5,000 the
Parliamend has said, 'We will be satisfied with three quot~
ations being obtained.n

198, While baving serious objections to the initial propos-
als of the Public Service Board, Mr, Hewitt made it clear that he
would not have the same objections to procurement arrangenents
somewhat along the lines of those operating in the "nited Kingdom:

"(MR. HEWITT). .. If the proposition of the Committes is
that purchases under Regulation 52, so far as the public
invitation of tenders is concerned, should mean

(a) the establishment of lists of all who are willing
and fit to supply; and

(b) when supplies are to be obtained the despatch of
invitations to all who are on the lists,

then in my opinion, as I said on the first day, the spirit
of the public invitation of tenders is completely met,.."

Pinally we asked Mr, Hewitt his opinion as to whether the figure
of £200 ought to be altered. He replied:

I think that, if the various reasons that were given

by departments as being attributable to the £200 are seen
in their true perspective as having nothing to de with

the £200, the first task is to clear them up., I would be
the first b suggest - and T so suggested in the original
Treasury document - that some reframing of the regulation
is necessary in relation to the availability of certifi-
cates of inexpediency. I would be the first to agree that
the notion of establishing a trade list and checking

on the capacity and bona fides of potential suppliers be-
fore they ere admitted to the list, and the circulation

of inguiries to all who are on the list, is the type of
improvement that ought to be wmade. In ay opinion, when
those changes were made and when 2all the smoke had dissolved,
very little reason would have been adduced for waking any
change in the 200, I can only say that, no matter

how 'stick in the mudf my reputation may be, I have seen
nothing in the remeining reasons thet would lead me to
recommend that the amount be changed, I cannot see in all
the papers and in all the evidence specific concrete
reasons in relation to the other considerations that are
involved to Justify making a change.

& Mr. Hewitt was here referring to the present requirement
that a certificate be given if nurchases in excess of
£200 are to be made without Tirst publicly inviting
tenders, 4

Q.1393

Q.1399

9.1405
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COIMITTVE MEMEER: «+os Can we toke it then that your Q1411
personal expression of opinion, which doos not
vepresent the Treasury, is that on the evidence to
which you have listensd, you do not feel that 2 sound
oase hes baen made out to very the figure from £2007
Is that now, 2% this stage at the conclusion of the
Inquiry, your opinion?--~(iR, HE«ITT) Yes.!
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CHAPTER VI

THE DEPARTMENTS' RZASONS DISCUSSED

Changes in money value

200, Chenges in money value sinoe 1923, as such are, in
the view of Your Commitice, of minor importance in deciding whether
the present Treasury Regulation 52 unduly hampers departments in
obtaining works, supplies and services.

Formal Contracts

201, The time involved in the execution of formal
contracts bas little relevance to_ the matter at issue. It is
axiomatic that the same protection in the form of a legal contract
should be smought by a department, irrespective of whether a
particular order is placed after obtaining one quote or many quotes
or publicly calling quotations or temders. If is a matter for the
department to decide whether it will rely upon the formal placing
of a purchase order or seek some other form of legal contract,

Savings in time and reductions in administrative costs

202, These were the two main reassons put forward by those
dopartments which proposed an inoreage in the smount of £20C(in the
Regulation . While it was clear that in most cases the kind of
procedures that the Public Service Board and the departments
envisaged introducing would save time in comparison with some
ourrent departmental practices, it was also clear that insufficient
consideration had been given to whether those current procedures
were the most efficient that could be established within the
existing framework of Treasury Regulation 52. We would agree that
if, in practice, the Public Service Board's proposal would result

in departments seeking and obtaining in writing only three
representative quotations for expenditure up to £2,000 there would
be some savings in time and costs over a system based upon the
public invitation of tenders or one which sought to achieve similar
objects. But the three quotation procedure would make those savings,
we suggest, 2t the expense of higher prices over all and could open
the door to the development of patronage and other undesirable
prectices.

203, One advantage seen to be gained from a variation
in amount wssthat it would not then e necessary to submit proposals
involving expenditures up to £1,000 or £2,000 to a tender board
comprising senior departmental officers. Qur comment is that, if
deperiments consider such & procedure time~consuming, ocumbersome, ..
&nf unnecessary, thon the remedy is already in their hands.

There_is nothing in Treasury Regulation %2 which requires such a
procedure tobe followeds the diffjculties are of & department's

own making,

204+. The estimates of savings sutmifted by the Public
Service Board and later by the Postmaster-General's Department both
suffered from that fault; their assessmenis of cost of tender
procedure generally involved processing through a tender boards
their assessments of quotation procedure generally did not. We
suggest that if, at present, a department considers it necessary
to subject public tenders for en item costing, say, £800 to the
serutiny of a tender board then there is no less reason (and

See alao
para~

graphs

95~97 above.

See also
para-

graphs
22-23 above.

Boe para-
grepis
103-105
above

See para~
graphs
159-168 and
175 above.

See para~
graphs
103-105
above.

perhaps morse reason) why the same order should not also submit to tender
board examination if public tenders have not been vidlled. The converse

is also true.
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205. The olaim that cubstantial savings in time would See para-
result from removing the requirement to call public tenders is disproved  graphs 209
by the arrangements made by the Department of Territories in Sydney, 213 below

and more recently, by the Depariment of Works in Canberra, Each meets
the requirements of the existing Treasury Regulation 52.

206.. One additional administrative cost clearly See para-
associated with public invitation of tenders is advertising, but graphs
apart from that, there seems to Your Committes to be no obstacle in 209-213
the wey of depariments achieving now most of those savings in time below.

and expense which some have claimed could only be gained by an
amendment of Trsasury Resulation 52,

Lower prices from guotations or tenders.

207, There was some. variation in the opinions expressed
by departments on this question. Your Committee have concluded thet
under competitive conditions there should be little difference between
the prices obtained after publicly celling tenders and under 2 trades
1list procedure providing for the issue of invitstions to quote or
tendor to all or a substantial proportion of listed firms. We agree
that a2 system which Tequires only that & minimum of three quotations
be obteined, or whick would permit, as & general practice, a
relatively small selection of the available suppliers only to be invited
0o quote, would result oversll in higher prices to the Commonweelth.
Whers, however, there is no competition or restricted competition or
conditions of under supply, we consider tbat the trades list procedure,.
followed if necessary by direct negotiation, could show %o some
advantage. However, this adventage would be largely offset under a
tondering system based on public advertisement, by use of the
inexpediency process.

208, In this context it is appropriate to repeat a comment
by the State Electricity Commission of Viectoria:

"uves The purchasing enquiry list and formal quotation See para.
method both preserve keen competition among suppliers 128 avove.
and prices obtained are considered very comparsble with

those procured by public tender.It is contended that

Public Tenders tend to work better under a buyers!?

merket., In times of short supply, it is the seller who

has to be chased and under such conditions more informal

methods of procurement are more sucoessful in obtaining

the goods."

The New South Wales Public Service Board saids

... Generally the system of public tendering is Commi ttee
thought to result in the most favourable prics, except Pocument
where prices are fixed and no tenderer is prepared to No.T.R.51,
breek the agreement..." page 3.
Reference %» the statistics submitted by the Public Service Board See para.
{which covered eight depaTtments and the Commonwealth Stores Supply 98102
and Tender Board only) discloses that within the velus area of £200 above.

to £2,000 an overall inerease of price of only 1% for those orders

at _present placed after calling public tenders could raise expenditure
by at least £90,000 annually: within the value area £200 to £1,000,
the resulting increase would be ab least £50,000.

Advertising,

209. When outlining the case presented by the Public
Sarvice Board Your Committee noted that the Board's agsessment of the See para.
reduction in administrative costs likely from its proposals, made no 103 above,

allowance for savings in cost of advertising. lixe Gleeson told us
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that the Board bad not conducted an examination into those costs as it Q.1349
hed foreseen some difficulty in making a reasonable assessment in

respect of thoge items costing between £200 and £2,000. However, based See paras.
on the statistics of the Public Service Board, Your Committee 98-102
estimate that there would be some 14,000 orders betweon £200 and above.,

£2,000 put to public tender each year and advertised either in the
Commonwealth Gazotte or public newspepers or journals. These orders
would not necessarily be advertiscd singly; a number might be listed
in the one advertisement, thus reducing cost. While the oversll
expenditure for advertising those 14,000 items would not be
inconsiderable, it would represent only a small proportion of the
ostimated annual cost of the items incurred viz. £9,000,000.

210. Barlier we noted that, while an advertisement in the See para.
Commonwealth Gazette was accepted as meeting the requircments of 21 above.
Preasury Regulation 52 1t was not mandatory to use this medium. We

have referred glready to two departments which have preferred public See paras,
advertising to insertion of notices in ths Commonweelth Gazetie - 70& 185
the Department of Territories and the Depertment of Works in Canberra above.
under its. minor works procedure. Both thrse Departments and that of the See pora,
Postmaster-General said that there were delays involved in advertising 150 above.

in the Gazette.

211, A%t present the Commonwealth Gazette is published on Thursday

of each weeck and departments are reoguired to have material for publication
in the hands of the Gazette Officer, Prime linister's Department,
Canberra, by 11.30 a.m. on the preceding Friday. Accordingly, unless
special steps are isken which of themselves would involve additional
expense, tender notices originating from Departments and Branches not in
Canberra are subject to a delay of at least a week and possibly more
before publication., Wkile suck a delay, to which should be added the time
agsociated with distributing the Gazette, might be of little moment in

a large contract, we do consider it of significance when thinking in
terma of rapid procurement action for items of lower value.

212, The Public Service Board's proposal and those of the d epartments
who supported en increase, would avoid those costs and delay by removing
the need tc udvertise for items wp to £1,000 or £2,000. The trades list
procedure also avoids thosse costs. But ib is interesting, too, to remember
that the deparimenis could have overcome the delays associated with
notification in the Gazette by relying upon other avenues of advertising.
The Gazette, of course, bas certain advanteges; it is a regular publication,
freely available, with an Australia wide distribution, and its advertising
rates are comparatively low. Your Committes mote the lag of six days between
the closing date for receipt of notifications and the issue of the Gazette
end it seems to us to bo excessive. e vecommond that the Prezsury and the
Qovernment Printer examine the situstion o see whether the time lag can le
appreciably reducad withoub unduly adding o the cost of publication,

213, Generally, there was no suggestion from departments that, under
competitive conditions, advertising did not achieve the purpose of atiracting
competitive tenders and keen prices. The impurtant question is, of course,
whether those purposes ¢on be achieved at leest 85 well by some frocedure and

at lesser cost. Jother

Tenders from unknown persons.

214. One of the advantages the Departments of Works and ¢ivil Aviation caw

in a selective guotation sysiem was that only knovn and reputable firms would be
invited to quote. Both Departments spoke of the need at present, when an See para,
unknown firm submitted the lowest tender, to investigate such rslevant 166~174
factors as tho fizm's capacity, the guality of its work and previous record, above.
before placing the order, thus involving dslay.

215. There is substance in the comment of the departments: although
invegtigation of firms is required whether quotations are invited by public
advertisment or from & list, the investigation would in the latter

case precede the issus of an invibation to quote and would not delay the
placing of an order. However, on the evidence that was presented to us ,
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some at least of the major dopertments in the procurement field, although
working under a public tendor system, are maintaining comprehonsive trades
lists. Thus most firms supplying wibhin their scope of requirements
should already be well known to them; we therefore would not expect this
kind of delay %o bo & serious problem.

Stock holdings,

216, The Public Service Board considered thet a reduction Qs.141-149
in stock holdings in depertmonts was an advantage which would flow from

the introductien of ite proposals. The Postmaster~Generalts Department,

on the other hand, considered that stock holdings would not be affected Q307
greatly. The basis of the Board's view was the substantial reduction in

proourement time which it expected to flow from its proposals - from

8ix to eight weeks under public tender procedure, to two to three weeks

if quotation procedures were adopted. We have already suggested that See para,
these time comparisons are unsound. 103~105 and
202~206

217, 4s & genersl proposition, Your Committee consider above.

that sny excess gk holdings in departments would stem from factors
other than Proasury Regulation 52. We have found thet the Treasury

Regulation with its inexpediency provision, presents few obstacles to
fegt procursment when fast procurement is necessary and advisable, In
the ordinary case, we are satisfied that, in terms of time teken, an
efficient public fender system need suffer little in, comparison with a
quotation procedure which incorporates adequate safegiurds against
patronage and malpractice.

Prigurement Arrangements in Other Authorities.

218, The orgonisetions zbout whose procurement arrangements
Your Committee sought, or received, information from the Public Service
Board foll into three classes:

(1} Privete enterprise; ) See paras.
(3i) Statutory Authorities; and 106-143
: (iii) Governmont Departments, above,
219, (1) Private Bnterprise. Your Committee inolude in See peras.
this category Commonwealth Hostels Limited, 2 Company limited by 115 &121
guarantee without share capital, registered in Victoris, %z 124
above,
220, Your Committee consider that the requirement of publio -

interest preoludes Commonwealth Departments generally from adopting oommercial
business methods which, for legitimate busineas purposes, may involve favouritism,
linitation of suppliers or exclusion of suppliers on grounds which could

not be aoccepted as valid in government enterprise, While we agree that

the absence of any regulatory control, as is enjoyed by commercial enterprise,
oould permit faster proourement, whether proper advantage is taken of this
depends essentially upon the quality of mensgemant and control in the
enterprise concerned. There was no evidence submitted to us to suggest

that commercial business methods in fact resulted in better prices an that

in practice private enterprise procurement was faster than wag already
possible undor Troasury Regulation 52 by following efficient procedures

and making extensive use of period contracts.

221, (3i) Statutory Authorities. In a previous Chapter See paras,
Your Committes summarised information submitted to us about the 116-135

proourement arrangements of three Statutory authorities,, Trans Australia above,
hirlines,.the “t~te Dleotricity Commission of Viotoria 'and the Snowy lount-

ains fivdro Jlectric Authority, Such authorities are subjeot less to Parliament—
ary and regulatory control than a Govermment department, WNeither Trans

hustralia hirlines nor the BSnowy lountains Hydro Electric Authority, which are
both established by Commormeslth legislation, are subject to the Commonwealth
Avdit Act, although the accounts of both are audited by the Auvditor-General

for the Commorwealth,
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significant points from the statements received from these

222,
three authorities are:

(2) Orans Austrelis Airlinos. The major share vy velue of
the Airlines axpenditure on goods and gervices (including
fuel end oil) is pub to public tendeT. For much of

the remainder the Airline has 1ittle choice in its
source of supply.

(v) The State Bleotrisity Compission of Victorie. For
orders in excess of £50 (€100 in the oase of proprietary
goods obiaineble from only one source) but not exceeding

£2,000 the Conmission preserves the principles of public
tendering by:-

(i) Purchase  Enjuiry Lists (1imit £200) which are
prepared daily end are 1aid out in & public
section of the office for perusal by all
interested suppliersj and

(41) formal quotations which axre mailed to firms
£rom whom the Commission usually obtains the
type of item requirod, firms. who have asked %0

be placed on the mailing 1ist, and any other
f£irms whom the Commission thinks may be
interested in quoting.

(c) The Snowy Mountains Hydro Electric Authority. Except
dure,

Tor the Purchase Inquiry List proce the arrangements
of this Autbority appeal broadly in line with those of the
gtate Blectricity Commission of Victoria. HoweveXy under
its trades list procedure, it is not the Authority's
practice 4o forward invitations %o quote to all listed
firms 2ble to supply the particular requirement. The
number of firms invited may very from 4 up 1o 20,

223 Importent to eny consideration of the practices of
statutory authorities is tho fact that they are usually estoblished with
a degres of independence from public control end criticism, nob enjoyed by
Government Departments.

224. (ii1) Government Deparitments. The information made
available to Your Committee aboul the arrangerents in the United
Kingdom wes broad in nature; it is gufficient to 83y that two principles
fundemental to the United Kingdom trades List procedure are:d

(a)‘ that contracts ahould be let &s & result of competition bY
tonder; end

(b) that there is an obligation %o consider the claims of all
qualified. £irms wishing Yo work for the Government.

225, The closer oxemination given to the arrangements in the
New South Weles govemment service as 2 result of the Committee's inquiries
has shown that the ordinary Hew South Wales departments have far less
independence in the metier of procurement than Commonwealth Departments.
Control of purchasing ig vested in the State Contracts Control Board. It
is, with some exceptions, the practice of the Board publicly to

advertise for the supply of items the value of which is egtimated 1o

excesd £20 a8 well as %o distribute invitations to quote or 4eonder to

firms appearing on trodes lists maintained by the Doard, The New

South Wales Government service bas thus not only retained the principle

of public invitation of tenders to & much greater extent than the
Gommonwealth but has also dcreloped the gystem in such a way as 1o
facilitate repid pmcurement.

226, The Public Service Board cleimed thot the rocurement:
rrangements fOr {hese various authorities rent sup ort to its

&
Aocepting the Board's groposal as ong which would enable departments to

See. paras.
116~120
above.

Sgo paras.
125129

ghove.

See parase
130135,

See paras.
136-143

above.

see paras.
107-113
aboves
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sasrefy the law by obbaining et lesst three representative quotes for ordexs
of' & value not exce ding £2,000, it is our view that, generally, they do not.
They do, however, give support to arrangements providing for the meintenance

of trades lists in departments and the issue of invitations to quote o
Shosg firms interested in supplying the government.
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CHAFTER VIT

COL:ILIES AND RECOLIIENDATIONS,

1. The origin of the present fori of Treasury Regulation 52 will be
found in Regulations promulgated in 1€91 under the Audit Act
of Victoria, waich provided for the public invitation of
tenders for works and supplies subject to three categoriecs of
oexemptions

(1) works and supplies estinated to cost £100 or less;

(4i) expenditure espscislly authorised by the Governor
in Gouncil; and

(1i1) particular types of exponditure incurred by specific
departments, (Parngreph 12).

2, It is to be noted that the limit of £100 had first appeared 33
years earlier in & regulation promulgoted under the Victorian
Audit Act in 1857. (Paregraph 11).

The amount of £200 was first prescribed in Commonwealth Treasury
Regulations for gemeral application in 1923, The principle that
2 certificate should be issued when it was not desired to invite
tenders publicly was introduced into the Preasury Regulations in
1940, (Peragraphs 14-16).

3. The present Treasury Regulation 52 is invelid to the extent that
it purports to apply to the procursment of works end services.
(Paregrepbs 18-20).

4. Advertising in the Commonwealth Gazette or a public newspaper or
Journal setisfies the requirement that tenders be publicly
invited, (Paragraph 21).

5 The Regulation dees not necessarily require that & formal confrect
be executed, ALl that is needed is that a legal contract ecxist
between the Commonweslth and the other party., (Paragraphs 22 and 23).

6. Certain authorities issusd by the Secretery, Depertment of the Twsasury,
to unincorporated bodies such as the Commonwealth Stores Supply and
Tender Board have not met the requirements of peregrephk (2) of the
Regulation, (Paragraphs 24 and 25).

Te ~ Some other suthorities issued by the Secretazry, Department of the
Treasury, sinece 1949 in anticipation of omendment of the Regulation
could derive no support from the Regulation, (Paragraphs 27 and 28).

The then Auditor~General concurred in the issue of at least one of those
authoritiss. (Paregreph 31).

8. Your Committee regord those actions of the Secretary, Department of
the Treesury with concern. e note also thet successive Auditors—
General have not drawn attention to these irregularities in their
annual Teports to the Parliament, (Paragrapbs 29 and 32).

9. Your Committee consider thet, while acting within the letter of the law,
the Depariment of Health has wnreasonably sought the approval of the
Governor~General to expenditure. (Paragraphs 38-47).

10. We are critical of the attitude adopted by the represenitntive of the
the Prime liinister’s Department towards the review of matters submitted
to the Executive Council., Your Committes, therefore, recormend
that consideration be given to 2 general review of the type snd nature
of matters being submitbted to the Executive Council and the Governor-
General. (Paragraphs 48-51).
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Your Commitiee suggest that the validity or othorwise of general
certificates issued by the Secrstary, Depertment of the
Treasury and the Secretary, Departmont of the Navy, mey need to
be determined. (Poerngropk 54).

Thers was sotie evidence of looso practices in the Department of
Works in the issue of certificetes under peragraph (2) of
Treasury Regulation 52. (Paregreph 65).

The extensive use of period contracts offsets the restrictions imposed
by the Regulation. (Paragraphs 72-75).

The Tresaury Reguletions sxtend to Deportments o large degree of
autonomy' in the field of supply menagement. (Paragreph 77).

Your Committee note that proposals by the Treesury in 1951 to
amend the Regulation did not contemplate a variation in the
amount of £200 prescrived. (Parograpbs 79—82).

Your Committee's inquiry was preceded by & departmentel investigetion
which culmineted in the submission to the Government of proposals to
change Treasury Regulation 52. (Paragraph 83).

Your Committee consider oxcessive the existing time lag. of six days
between the closing dete for receipt of "motices for insertion”
and the issue of the Commonwealth Gazette. (Paragraphs 210-212) .

Wo, therefore, recommend thet the Treasury and the Government
Printing Office exemine the position to see whether this. time
lag could be approciebly reduced without unduly incrensing the
cost of publication. (Peragraph 212).

In Chapter V (paragraphs 90-199) Your Committec outline the ceses
presented by the various dopertments. Your Committee were disturbed
by what seemed to us to e a lack of understanding by some departments
of the purpose cnd effect of Treasury Rogulation 52, and the inter-
relation between the Regulation end other Treasury Reguletions connected
with the expenditure of money. (Pmragraph 90).

In Chepter VI (peragra.phs 200-226)‘ Your Committee comment upon the
Teagons submitted by departments in support of their respective views.

X X X X X X X X X X X

The weight of the evidence presented to Your Committee does not support
the pronosels to vary the amount in Treasury Rogulstion 52 from £200
to £2,000, in such & way as would permit departments to meet the
requirenients of the law by obtaining three representative gquotations
in writing for orders (excluding period contracts) not exceeding an
estineted cost of £2,000. Yor does the evidence support the proposals
to increese the amount to £1,000 on a similar basis.

It does, however, show thot the present methods of procurement need
recongideration in the light of the repid developments thet are teking
place in the Ausiralian economy.

While we found evidence that some existing quotation procedures did not
provide, in the opinion of Your Commitiee, effective smafe-guards against
patronage and malpractice, we also found that many of the difficulties
which departments contended had arisen from the present Treasury
Regulation are, in fact, of their own meking. It seems to Your
Conmittee thet certzin deperiments have indiscriminately followed long
accepted practices and have persisted with wnwisldly, expensive and
inefficient procedures, the effects of which they have inaccurately
attributed to the restrictions imposed by Treasury Reguletion 52.

We balieve that it is the naturs and éxtent of the delegations by the
Minister and the Chief Officer-of the Department under Treasury Regulatiors

48 and 49, and not Treasufy Regulation 52, whioch determine largely whethex
departmental procuzemeﬁt Izgoceéums axe ei‘f{cient or not, 8y
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are efficient or not.

(2) Wo accept as a general proposition that all who wish bo
participate in government business should be given the
opportunity to so do within reasonable limits.

(b) \ie agree that govornment procurement procedures must bo
beyond reproach.

(o) We consider it important thet government services should
naintain 2 reputation of fair dexling in their contect
with the public.

(4) We agree thed prices paid 1y the Cormonwealth must be
the lowest obtainable subject to quelity and the purpose
for which the goods ere required.

Those are conditions associated with government enterprise which
should only be modified or rolaxed if they are unnecessarily costly
or there is evidence thet their applicaiion is unduly hampering
departmental activity.

In other works, Your Commitiee consider it fundamental to government
procurement activity that the public at large fesl confident that
Jjustice is being done, that patroncge is being minimised and that
money is being spent effectively and economically. In our view this
cen best be achieved by & public iendering aystem or by o trades
lists procedure which incorporates similar safegucrds.

In the body of our Repori, Your Committce record the several proposals
submitted for amending Treasury Regulation 52. It seems to us,
howsver, that there could be advantages in replacing the present
Regulation with the system known as the Trades List procedure subject
to the conditions tie lay down in later paregraphs.

The system of inviting tenders by public advertisement for works, supplies
and services has certein inherent disadvantages; it involves the time
and cost of advertising and is effective mainly in a truly competitive
merket, The vrades list procedure on the other hand, does not involve
advertising, can bc oxpected *o be more effective in a market not
truly competitive, and con be zdapted readily to machine operation,

The present system of procurement control, as embodied in Treasury
Regulntion 52, was devised in 2 different era, for 2 different age
end for dealing with different conditions of supply and demand in
the far-flung perts of the British Empire. As adopted and adapted
by the Commonwenlth it provides & measure of control above the limit
of £200 tut far too little control below that level, thus leaving
available what cen be a fruitful area for patronage and malpractice.

Your Committee, a&s indicated zbove, consider thet the control over
departmental procurement should be completely reviewed. It seems
o us that the introduciion of the trades list procedure could well
give better control for purchasing below £200 and also provide a.
more ¥lexible and efficient jrocurement system es compared with the
procedures under Treasury Reguletion 52.

Howsver, Your Committee emphasise thet we did not conduct 2 detailed
investigetion into how the %rades list system would operate in practice.

We recommend, therefors, the prompt appointaent of a2 Working Party,
representative of the Troasury, the Audit Office, the Public Service
Board and depertments with both a substantial and e minor interest
in procurement and works to examine all the factors invelved in the
introduction of the trades list procedure for each depariment. Amongst
the things which we consider the Working Party would need to examine are:
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(1) whother the principle of invitation to tender by
public advertisement should continue to apply to
certain classes of goods or activities or above &
particuler monetary limitj

(ii ;. whether an inexpediency provision and the aliernative
of obtaining the Governor~Generaslfs approvel should
be retained in the Regulations

(111) whether the protection afforded by Treasury Regulation
53 should remain;

(iv) whether the procedure could, with adventage, be invoked
at a level lower than £200, say, at £50 or £100;

(v) the basis on which tho trades lists should be established,
meintained and reviewed;

(vi) whet arrangements should apply to thosa departments without
a mejor interest in procurement or workss

(vii) whether all firms listed for particular requirements should
be invited to quote or tender on each occasion; end

(viii) whether the directions 4o departments in this matter should
be by Treasury Regulation or by some other means.

32. In the light of our recommendations regarding the Trades List systenm,
Your Committse make no proposals ab this stage for altering the
provisions of “Preasury Regulation 52,

3. Because so much is involved in any systen of procurement, Your Committee
have decided thet we will, at an early date, review the actions that
have been taken to give offect to our proposals.

34, Your Committee also recomuend:

(a) that ell departments review immediately their existing
tendor and quotation procedures and related financial
delegations to ensure that the procedures are efficient,
2pe not unnecessarily involved or restrictive and that
they provide reasonable safeguards against petronage
and malpractice.

(b) that, ooncurrently with the activities of the Working
Perty proposed above, the existing arrongements under
which the Sexvice Depariments obitein their supplies
be invesiigeted by the Treasury, the Public Service
Board and the departments concerned to determine whether
they are unduly resirictive or uneconomical, and if so,
what alternative arrangements should be made.

For and on behalf of the Coumittee.

R. C. Davey, Esd.,

Secretary,

Joint Committee of Public Accounts,
Parlisment House,

CANEERRA, A.C.T.

22nd sSeptenber, 1959,
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APPENDIX NO. 1.

Report Paragraph 8.

CHRONOLOGICAL RECCRD' OF AMENDMENTS-TOn TREASURY
REGULATION 52 OR ITS COUNTER PARTS FROM 1902 TQ.APRIL 1959,

(Exnibib N6;43/%)

Regulation Statutory Rules Amendment
Ne.. No.
52 Commonwealth Gazette No.5 Original.
218t January, 1902
61 1906 No.19 Re~nunbered, No amendment.
1915 No.2h Additional exception

Printing Offices and Common-
weelth factories.

1917 No.137 Depaxrtment of Home Affairs
abolished; Department of
Works and Railways created -
excepted.

1918 No.268 Additional exceptions
Commorwealth Line of Steamers;

Silver and bronze for coinage;
Commonwealth workshops,
stores and dockyards,

67 1919 No.159 "Works supplies and services",
inserted.

Additional exception
Var Servicc Homea. “

Nickel for coinage.

1921 No.14i Additional exception
Repatriation Commission,

1922 No.146 Additional exception
P.M,G, Department

1923 No,211 Increase in limit from £100
to £200.
Postmaster-General's Department
and Commonwealth Line of
Steamers eliminated from
axceptions.

1924 No.65 Additionel exception
State Government Departments.

1927 No.158 Additional exceptions
Commonwealth Stores Supply
and Tender' Board.
Australian ar Memordal.

1929 No.31 The C.S.8, & T.B. - exception
extended to include purchases
approved by the Board,

1929 No,104 Additional exception
Freights paid to White Star
Line Limited.

1932 No.81 Department of Works and

Railways aliolished functions
taken over by Works and
Service Branch of Department
of Interior,
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Regulation. Statutory Rules
No. No.

1932 No.111

1935 No,97

1940 No. 46

1940 No,145

52 1942 No.523

Amendnent

Adaitional excepilon,
Contract Boaxrd, Departmsnt of
Defence,

Additional exception
Marine Branch, Depariment of
Commerce.

Additional exception
Commonwealth Railways Commissionar..

Regulation re-draf'ied.

Provision included for Certifi-
cates of inexpediency to be
issued. Defence sxcepbion
transferred to Contract Board,
Department of Supply and
Development,

Works supplies and services ...
"to be exocuted.... githin the
Commonwealth",
added in sub»«re@".&tion (1).

Additional exception
Defence of the cammo'xwea.lth.

Consolidated. o amendment,



AUTHORIZATIONS BY SECRETARY, IEPARTMENT OF THE TREASURY UNDER TREASURY REGULATICH 52(2)

(Based on Exnibit No.42/5 presented by the Deparibment of +the T reasury)

APPENDIX M0, 8
Report Baragresh ©a

SUPPLIES TESCRIBED IN TREASURY
REGULATION 52(2)

AUTHORIZATION ISSUED T0

Department

Office

DATE OF TSSUBX

Works executed at and supplies issued
from the Commornwealth or a State
Government Printing Office,

Commorvzealth factoriss,

Commorwealth workshops,

Commonwealth stores or

Commonwealth dockyards

Purchases wade or approved by the Coamon-
wealth Stores Supply end Tender Board

Purchases made or approved by the
Contract Board of the Department of
Supply

411 Departments requiring supply

Department of
Supply

Commonwéalth Stores Supply & Tender Board)

Commonwealth Local Stores Board, Sydney )

Chief Executive Officer, Commormvealth
Stores Supply & Tender Board

(Limited authorization to approve pur-—
chases of certain 6ffice wachines up to
a valué of £500 only.)

Contract Board & District Contract Boards

Provided in Tréasury
Instructions
currently No.13/32

11, 4,40

28, 2.56

29. 3,40

X The date shown in the "Date of Issue” Column is Hhe date of the latest durrent authorization.

# In enticipation of amendment to the Regulations.



AUTHORIZATIONS BY SECRETATY, IEPARTMENT OF THE TREASURY UNDER TREASURY REGULATIGH 52(2)

(Based on Fxnibit No.42/5 presented by the Department of the Treasury)

AFPENDIX MO, &
Report Paragraph S8

SUEPLIES DESCRIBED IN TREASURY
REGULATION 52(2)

AUTHORTZATION ISSUED TO

Deparitment

Office

DATE OF ISsUER

Works executed at and supplies issued
from the Commorwealth or a State
Government Printing Office,

Commonweal th factories,

Commorsrealth workshops,

Commonwealth stores or

Commonwealth dockyards

Purchases made or approved by the Coumon~
wealth Stores Supply and Tender Board

Purchases made or approved by the
Cantract Board of the Department of
Supply

A31 Departments requiring supply

Departument of
Supply

Commonwealth Stores Supply & Tender Board)

Gonmonwealth Lodal Stores Board, Sydney )

Chief Executive 0fficer, Commomvealth
Stores Supply & Tender Board

(Limited authorization to approve pur-
chases of cértain office machines up to
a value of £500 only.)

Contract Board & District Contract Boards

Provided in Treasury
Instructions

currently No.13/32

11, 4.40

28, 2.56

29, 3.40

% The date Shown in the "Date of Issue" Column is the date of the latest current m:?o«.ﬁw&.wo?

# In anticipation of améndmént to the Regulations.



SUFPLIES DESCRIBED IN TREASURY
REGULATION 52(2)

SUTHORIZATION ISSUED TO

cpariment

0ffice

| R op IssuET

108,

# Worke sipplies and services for the
Department of Works

Works, supplies and services for the
Conmonweslth RailWays Commissioner

Works, supplies and services in
connexion with War Service Homes

Pictures purchased for the Aust-
ralian War Memorial

Works, supplies and services for the
Marine Branch, Department of Shipp—
ing and Trahsport in coymexion with
the overhgul of and repairs to vess-
els, boats and launches

Depaximent of Works

Depariment of
Interior

Director-General
Deputy Director-Géneral
Assigtant Director-General (Constructicn)
Assistent Director-General {/dmin-
istration),
Director of Works (4ll States & Terri-
tories except Tasmania)
hssistant Director (Construction)
411 States & Territories except W.4.
Tasmenia and N.T.)
Construction Manager mbHH States &
Territories except Tas. & Papua & N.G.
Assistant Construction Manager (W,S,W,
Victoria),
Controller of Yorks, Tasmania
Executive Engineer L.R,W. Projects
D.9.0., Alice Springs,
Wagga, Townsville, Rockhampton, W

~

(AN N D N NI N N

Bathurst, Newcastle

Commonwealth Railways Commissioner

The Comissioner

Secretary

Director of Navigation

Deputy Director of Navigation, each
State )

12, 3.52

25, 7.52
8.11.55

10. 4.56

2. 5,40

29, 3,40

5. 5.40

30. 7.40




SUPPLIES TESCRIEED IN TRRASURY
REQULATION 52 (2)

AUTHORTZLTION ISSUED TO

D wﬁm&&ﬁmn&

T
i

Office

DATE OF ISSUEX

Vorks, supplies and services which by
their nature can be rendered by a
State Government Department only.

Works, supplies and services relating
to the defence of the Comndnviealth

ditto

ditto

107,

ditto

# Purchases wade or approved by the
TPender Board of the P.}.G. Department

# Purchase of pancreas and pituitary
glands and chemical glassware by the
Commeriwealth Serum Laboratories

# Bméergency works, supplies and services
for aerodromes and airways facilities
and, in respect of specific accidents
for accident investigation, research
and rescue operations,

411 Departments requiring supplies

Navy

C.S8.1.R.0.

Health

National
Dévelopment -
Bureau of
Hineral
Resources

Department of
Health

Civil Aviation

Secretary

(NOTE: Purchase in comiexion with ship-
building, overhaul and repairs to vessels,
boats and launches; urgent purchases by
H.i.A. ships, etc.)

Secretary
(NOTE: In relation to Defence services only)

Director, Commorrealth Serum Laboratories
(HOTE: In relation 16 Defence services only)

ngammamu.bmmdv W
Officer-in-Charge, Rum Jungle Operations
(NOTE: In respect of supplies for the
mining of urenium ore in the Nortliern
Territory, within the limits of the delege~
tions of the Minister for Supply.)

Contract Board

Director-General

Chairman, Central Contract Board )
Chairman all Regions )

Provided in Treasury
Instructions
currently Fo.15/32

1. 5.41

15, 8.40

21.11.44

27, 8,52

17. 8.49

10, 3.52

8,11.55
(emended

13, 6.57)
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Appendix No. 3e
Report Paragraph 11i

FROCUREMESTT ARRANGEMENTS TN THE NEW
SOUTH WALES GOVERNMENT' SERVICES

EXTRACT FROM ADVICE RECEIVED FROM THE NEW SOUTH WALES
FUBLIC SERVICE BOARD IN A MEMORANMDUM DATED 118 AUGUST,
19 COMTTTER DOCUMENT NO.TR5S5. )

(a) (i) Major Departments or Orgenisations subject to (Naw Souh
Wales Public Service) Regulations 197 to 242 (are):

Bublic Health

Bducation

Government Stcres

Fublic Works

Lands

Agriculture

Government Printing Office
Pechnical Education.

(i) Major Departments or Organisations not subject o
Regulations 197 to 242 (are):

Railways

Main Roads

CGovernment Transport

Metropoliten Water, Sewerage and
Drainage Board

Meritime Services Board

Electricity Commission

Water Conservation and Irrigation
Cémmission

Housing Commission

Forestry Commission

Soil Conservation Service.

ALl listed under (ii) above are entitled to purchase under
contracts arranged by the State Contracts Control Board, The Department
of Railways arranges. a number of contracts and publishes a "contract
schedule" similar to that issued by the State Contracts Centrol Board,
but much smaller in size and covering only a limited range of goods..
Under their constituent legislations these orgenisations and departments
are authorised to make their own purchasing arrangements.

b The Regulations do not apply to works as distinct from
DP.
stores and materinls, 3Briefly, the following
procedures are followed by the Department of Public
Works: -

Congtruction jobs cther then schools ~ Plaus,
specifications, bills of quantities are prepared
by the Department, Tenders are advertised in the
press and’ Govermment Gazette. Interested parties
apply to Department for tender forms etc, On odd
occasions in special circumstances, tenders have
been restricted to a limited number of selected
firms, without advertisement.

Construction of Schools ~ Generally advertised as
above, but in the last year or so, in respect of a
number of secondery schools required urgently
individual firms have been selected to prepare plans
ete, and submit a price for a particular school,
During preparation of plans etc. a close liaison is.
mainbained between Department and builders, The
builders' proposals, including price, are closely
examined and subject to further negotiation if
necessarya



(o)

(q)

(e)(1)

(i1)
(111)

Maintenance jobs - Specificetions are prepared and
advertised, Interested parties snply to Department
for tender forms etc.

Painting other than schools ~ As above for mainbenance,

Painting of schools in imner metropolitan area - A list
of painters is kept end meinteined by the Department
from those contractors who have been successful and
satisfactory for other public tenders. Five or six
are selected from the list and are invited to tender,
The selection ensures that a particular paixnter is
given only such work as can be carried out by the
required date, and that tenders are Cistributed over
a nmumber of contractors. Erices tendered can be
easily checked by reference to the. specification and
the area to be painted, and prices being continually
tested from these and public tenders.

Regulation 202 provides for the delegation to "other
officers of the Public Service approved by the Public
Service Board, the power to ..."arrange invitation and
acceptance of tenders and quotations. This is a
general exempbtion as distinct from the usuwally specific
exemption in terms of Regulation 242(B), and is Litile
used. Present delegations are fo two nominated officers
to the Department of Technical Education to invite and
accept quotations for items not exceeding £50 in value,

A list of exemptions under Regulation 242(B) is attachedd,,
The exemptions permit Depertments to arrange purchases without
going through the State Contracts Control Board, and are
reviewed annually.

(The attachment indiceted thet this kind of exemption was
granted ..., "either because of tie difficulty in cbtaining
competitive tenders and arranging contracts or where the
circumstances are such thet local knowledge is an important
factor in determining the most advantageous method of
purchasing without reference to this Department," ...
Amongst the many items listed in the attachment wore
foodstuffs for aboriginal stations and reserves, the supply
of free milk to schools, the conveyance of' school children
by motor transport, laundry work for Baby Health centres,
clothing for State wards and, in respect of the Goverrment
Printing Office, tenders and quotes for printing by private
printers,

Quotations sre publicly advertised except where prices are
obtained orally or by dirsal negotiation .,...

Where necessary brisf specifications are incorporated in
the guotation, which is surd to all firms listed.

Quotations are not advertised in the Gazette,

The. periodf"r vhich quotes remain open is based on the date
on which the quotation is distributed, not the date of
adavertisement, and is entirely dependent upon the urgency
cf supply and the nature of the goods. In ordinary
quotations about a fortnight is allowed to cover postal
delays and clerical work involved in the preparation of the
quotation by the firm, If the gcods ere aveilable only from
intersiate or overseas sources theclosing date is extended
accordingly. The period of a fortnight may be reduced if
goods are urg:...}y required.



