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DUTIES OF THE COMMITIEE

Section 8 of the Public Accounts Commitiee Ach
1951 reads as follows:~

8, The Auties of the Committee are -

(a) to examine the accounts of the receipts and
exponditure of the Commonwealth and each
statement and report trensmitted to the
Houses of the Parliament by the Auditor-
General in pursuance of sub--section (1)
of section fifty-three of the Audit Act
1951-1955;

(b) %o report to both Houses of the Parliament,
with such comment as it thinks fit, any
items or metters in those accounts,
statements and 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 Parliament ony
alteration vhich the Committee thinks
desirable in the form of the public acccunts
or in the method of keeping them, or in the
inode of receipt, control, issue or payment
of public moneys; and

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

and include such other duties as are assigned to the
Committee by Joint Standing Orders approved by both Houses
of the Parliament.
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JOINT COMMITTEE OF PUBLIC ACCOUNTS

FORTY-THTIRD REPORT

EXPENDITURE FROM "ADVANCE TO THE TREASURER"

Commonwealth Consolidated Revenus Fund

for the Year 195859

CBAPTER I

INTRODUCTION — THE 1958-59 INQUIRY

Alded by changed accounting arrangoments utilising hew
equipment instaelled in the Central Office of tho Troasury, tho Sec parc-
Departmont of the Troasury wes able to provide Your Committec, on graphs
15¢h July, 1959, with tho draft of the statomont of expenditure from  12-14
Advonco to the Treasuror, together with the departmental explanations. bolow.

2. A Sectional Committoe appointed by the Committoo at its
Eloventh Meoting met in Sydneoy on Wednesday, 22nd July, 1959, to
congider tho statement and to oxomino certain votes where finel
expenditure had fallen substantially below tho estimate for the
yeor. Your Committee approved the Sectional Commitiea's sclcetion
of items for considoration, wheroupon the dopartmonts concerncd
weore advisod and asked to make arrangemonts for their represent-
ativos to appoar boforo us.

3. Your Committce conducted public hoarings on Monday
afternoon, 14th, and Tuesday morning, 15tk Soptomber, 1959, and
took further ovidence in priveto on o confidential matter from
the Depertments of Supply ond Works on the morning of Friday, 18th
Septoenber. Those who appoored boforo Your Committee were cs
follows:

Attorney~Generalts Department .. .. Mr. N, E. J, Soinsbury,
4oting Assistont Socrotary
(Administration).

¥r. J, P. Knox, Finance
Officer.

Pos tnastor-Gonorel!s Depertnont «+ Mr. B. W. BEoston, Assistont
Director-Goneral, Pinance
ond General Servicos.

Mr. I. Tarbit, Diroctor,
(Buildings.

Dopartment of Shipping and «s MUr. J. Russoll, Assistont
Pransport Socrotary (Administration)

r, W. L. Tynon, Accountant

Mr. L. P, Kolly, Assistent
Scorctery (Shipping) and
Chairmen, Commonwoalth
Explosivos Port Facilities
Comnittoo.

Department of Supply «s HMr, R. W, McG. Boswoll, 0.B.E.,
Controllor, Weapons Rosoarch
Batoblishment.

Mr. D. J. O'Connor, Acting
Assistant Secretery (Finence.)
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Depertmont of tho Treasury .. .. Mr, C, L. 8, Howitt, Firat
Asgistont Seoretery.

Deportmont of Works . .s +s Mr. C. D. Osborne, Director
of Architecturo

Mr. A, T. O'Moera, Director
of Engincering

Mr, R. B. Lewis, 0.3.3., Deputy

Diraector-Genoral

Mr., XK. M. Delanoy, Administr-
etive 0fficer (Works).

4, In addition to oconsidering tho reasons for exponditure
from the Advanco, Your Comnittec, in this Inguiry, agoin dovoted
considerable attention to tho underspending of votos. Vo 2lso ex—
amined why certain departments had, without proper authority, ex-
pended moneys in excess of the legal appropriation  and because

of our concern with a situation in the Attorney-General's Depart-
ment, discussed with that department and representatives of the
Public Service Board, chenges which had been made as a result of
Your Committee's Thirty-Third Report.

P.P. No.39
of 1957,
tabled 9th
October,
1957.
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CHAPTER IT

TOPICS OF SPECIAL INTEREST

(2) Some comments on the level of expenditure

from "Advance to the Treasurer!

(April 1959) penditurc
. £m, .

Texation (Income, Seles, Payroll,

Estote, Gift) 23.2 25,2
Custonms end Exciso 5.8 5.8
Businoess. Undortokings 1.0 1.0
Othexr items 0.3 0.3

30.3 32.3

Rofunds of Income Tax. (other than that collected by
instalment deductions which is refunded undor a spocial
appropriation)en-untd t £15.7 million in 1957-58 and Tose
$0 £24.4 million in 1958-59, Tho Taxation Branch has ad-
vised thet the inorease in rofunde has followed tho declino

5. Agein in 1958-59 as in the previous yoar, the Treasury See 41st
3id not seek an Order-in-Council in torms of section 37 of the Audit  Report,
At 19011959 and all expenditure in excess of spucific appropriation pages T & 8.
was met from Advanco to the Treasurer pursuant to section 36A of the P.P.No.65
Act, There was little change in the overall level of expenditure of 1958.
from the Advence but somo substantisl variations did occur in the Pabled 25th
incidonco of expenditure: this is apparent from the following table: Sep;ember,
) 1958.
Pinan~ | Refunds {Dofence |[Mis- | Bus— Othor | Total |Capital | Total
cidl of Services | celan~ | iness Ordin- | Works &
Year Revenue eous Undex- ary Services
Serv-~ | takings Expond-
. ices A iture
£m. Sm. &m.. £m. fme { &m. £m. &m.
1953-54 0.1 0.9 0.5 0.9 100 3.4 0.7 4ot
1954-55 - 1.9 0.2 1.2 0.9 | 4.2 0.1 4.3
1955-56 - 2.5 0.1 3.1 1.1 6.8 0.5 7.3
1956-57 - 0.2 0.5 1.4 1.3 | 3.4 0.3 3.7
1957-58 - 5.1 " 0.2 1.5 0.8 7.6 1.0 8.6
1958-59 2.0 . S.4 0.3 0.1 .0.8 8.6 0.3 8.9
6. The most notable varistion involved expenditure of £2,015,897
charged to tho head, Refunds of Rovenuo (Division 231). This was
in addition to on cmount of £25,000,000 included in the Appropriation Act No.60
Act 1958-59 and a further cmount, £5,300,000 provided in tho o;‘ ] °é ‘
Appropriokion Act (No.2) 1958-59. Tho Troasury cxplained tho mood o, 35 o
for the edditionel expenditure as follows: ct No.34
of 1959.
"2, The ostimates which formed tho basis of the additional  Committes
appropriztion of £5,300,000 mey be compored with actual ex— g"i‘“;;?z
pendituro for the yoor as followw: paragrapl’xs
Bstimetcs  Actual Ex- 2 and 3.
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in certain incomes, perticularly in rural industries,

for 1957-58 comparod with 1956-57. The decline

in incomos has led to the refunding of excess provisional
tax and although o higher level of refunds was foresoen,
the full oxtont of tho increcse did not becomo apparent
until ofter the Additional Bstimates had besn presentoed to
Parliamont."

In th.s context Your Committes noto that in 1958-59 Income Tex
rocolpts from individuals fell over £14,000,000 short of tho cstimato
of £403,400,000 while tho final receipts from Income Pox on Companies
exceeded the Estimate of £207,000,000 by £13,000,000 approximately.

T Defonco Services wore again responsiblo for approximetoly
60% of tho total expondituro mot from the Advanco. However, of the
anount of £5,377,591, £2,510,933 involved in three itoms did not
repronont; in fact, incroased exponditure. An amount of £1,019,901
chargod egninst Division 158, Forcos Overseas — Maintonance, item 2
"Gurremey advances and other oxponditure to be charged to this

Divisi . panding recovory" was largoly offset by increascd recover-
ios cradited to tho deduction item 3 “Recoverics'. Division 158 is
discussod in more deteil in Chapter VI. Amounts of £403,094 charged
againgi Division 185, item 2 and £1,087,938 charged ngainst

Divisicn 194, item 2, roprosented not incrossod expendifurc, but
reductions in the contribution of the United Kingdom to the Unitod
Kingdow/Australic Joint Project. An explanction of the finencial

basic of this project was given in Your Committce'!s Forty-First Op.cit.
Repor® end it is agein discussed in Chapter V below. pazugrgphs

126-128.
8. The demends upon the Advanco by the Postmaster-Gener—

al's Department for Rovonue items were reduced slherply from
£1,486,245 in 1957~58 to £86,240 in 1958-59. This roduction was
lergel; 2 rosult of the increased use made by tho department of
tho Ldditional Bstimetos of Expenditure during 1958-59 (£1,875,000
in 15.3-59 against £39,000 in 1957-58), = changc which secords with
ples onuncinted by Your Committeo from timo %o time. As
nts teke advantege of moro modern technigues for financisl
manag. sent and control, so their need to resort to the Advence to
tho Tronsurer in the closing steges of oach financial year should
dininioh, o devolopmont which would moot with tho approval of Your
Cormrit ba0.

(b) Changos in the Form of the Statoment of
Expenditure

2. In Your Committec's Forty-First Report we reforred to Op cit.
disci: cione we had hed with Mr, G, L. S. Howitt, Pirst Assistent paregraphs
Secrotary, Deportment of the Trossury, rogerding the nature of the 23 to 27.

solary informotion eppooring in the Statoment of Hxponditure., Those

discussions covered o wide rango and nany of the points then can-

vessod have yot to be resolved, However, it was at that time 41st Report
suggosiad to the Treasury that the existin, selary information could M. of E.

be ro~crronged in such 2 way as would nvoid duplicetion of dotail and Q@s.555,559

rosuls in worthvlil. sevings. Tho Treasury hos ccted upon those & 566-569.,

suggosiions in tho 1958-59 Statoment and os woll hes used smeller Q.9.

type for the salary mriiculars,

10. Directly ng o rosult of theso rovisions in tho form Trgosury

of th. snlary information, the sizc of the documont wes reduced Hemorandum

from ©7 poges in 1957-58 to 63 pagos in 1958-59, while tho cost of BA59/1745

each copy was roduced from £1.12,11 to £1.1.8, of 28th
Soptember,

1959.
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(c) ghanges in the form of the Bstimateg of Roceipt
and Expenditure 1959-60

1. Your Committce discussed with tho Trocsury tho changes
mede in the meeans of identifying divisions, subdivisions and itoms
in tho Bstimatos of Receipt and Expenditure for the year onding
30th June, 19603 o numorical clessification has been introduced
in place of the numericel and alphabetical system hithorto in usc.
The following excmplo shows tho effoct of the change:

1958-59
DIVISION NO.137 - PERMANENT NAVAL FORCES

A. - Poy and Allowancos in the naturo of Pay -
1. Pay end allowances as per Schedule, pago 211.

1959-60
DIVISION NO.471 - PERMANENT NAVAL FORCES

1. - Poy and Allowances in the nature of Pay -
01, Pay and cllowances ag per Schedule, page 212,

Qs.13-27.

The substential differonce botweon the two Division numbors, 137 and

471, hes resulted from the introduction of frequont gops in the
sequence of numboring.

12. Tho chaenges which have been mede arc connected with the
introduction of now equipment to the Central Treasury and Sub-
Trecsuries throughout Australia and dhe utilisation of clectronic
installations in Canborra.  iLbout them, Mr. O. L. S. Howitt, First
wssistont Scerotary, Dopartmont of the Troasury, said:

"The change had two purposecs. The first was to identify
the printod estimates uniformly with tho code which is the
most convenient one to use for our monthly accounting
purposcs throughout the Commonwealth. It is convenient,

on the telotype cquipment, which tho Committee sow in usc

at the Treasury, to change from figures to lottors and to
use ‘At 2nd 'B' es descriptions of divisions and subdivis-
ions of divisions, The fiold for orror was too great ond
2lso the time woeste in transmission, so over the lest year
or morc wo usod a numorical code throughout the yeor, con—
vorting to the mixture of numeral-alphabet code., That
continued until tho ond of this yoor. Then we considered

it worthwhilo to have uniformity end to print the estimotes
as thoy were printed 30 odd yenrs ago with figures through—
out, and drop tho alphabet. That wos the first roason.

The socond ronson wns to provide for the problem that hos
oceurred from time to timo ovur tho ycars connccted with

new items, subdivisions and divisions. in tho Estimates.

They usod to bo numbored numerically in soquenco and if a.
row division hed to be insorted at tho beginning of the new
financinl year, it cronted o mochanical problem of ro-number.
ing from '1' to '199' through 209 divisions and changing tho
order of divisions with which people hed bocomo familiar
during the year. In the Bstimates this year, woe introduced
also & serics of block numbors. Thoy do not run completoly
in nunorical soquonce from '1' %o whatever tho last number is.
There are gaps ot the ond of the dopartments to provide for
additional divisions to be introduced if, ond when, necessary,"

The Trocsury oxpocts to rotain tho new clossifications indofins+ely.

Q.13

Q.18
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13. Eerlier this year at the invitetion of the Treasurer,
Your Committee inspected the new equipment in the Treasury and wore
shown how it operated. Usc of tho egquipmont has resulted in the
more repid and effective closing of tho accounts at the conclusion
of the financial yoar, has simplificd the preparation of major
finencial statements and has avoided duplicated effort. There
have been also worthwhilc savings in cost and an importent diminu-
tion in presgsuro upon steff at the close of the fineancisl yoar.

14. We wore told that tho finencial tronsactions of the
Commonwealth in 1958-59 were of the order of £5,000,000,000 which
were anclysed end recorded under some 4,000 different headings.
Further developments in the uso of the special cquipment are pro-
Jeotod, of which Your Committec oxpoct to be kept informed.

Treasury
Memorondum
B.A.58/63
of 24th
Septomber,
1959,
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CHAPTER IIT

CONTROLL ING EXPENDITURE WITHIN THE LIMITS OF THE APPROPRIATION

() Introduction

15. Of the many items of expendifure listed in the Statement

of Bxpenditure from the Advance to the Treasurer there were. &

number which related to votes where the amounts provided by the

Appropriation Act 1958-59 and Appropriation Act (No.2) 1956-59 had Acts
been exceeded, without adequate authority. While the amounts con— ¥os.60 of

cerned were not unduly large they invelved infringements of certain 1958 and
basic principles of Parliamentary control of oxpenditure, which 34 of
Your Committes considorcd should be brought to the notice of the 1959,
Parliament,

16, Section 83 of tho Commonwealth Constitution, in part,

providos that:

"No money shall bo drawn from the Troasury of the Common—
wealth excopt under appropriation made by law."

Sub section 2 of soction 34 of the Audit Act 1901-1959 reads:

"No {Authorising Officer) shall authoriso the payment

of any account .... until ho shall have ascertained that
the payment thercof, in addition to any accounts already
authorised for payment, will not excecd the amount of the

appropriation.”
Your Committee have accopted the view that each of the itemised
amounts eppearing under divisions and subdivisions in the annuel Qs.39
appropriation moasures, is an "appropriation", & view which is in and 311-
line with that takon by the Treasury. 313.
17, In the ebsence of further appropriations approved by

the Parliament thore arc two ways in which amounts in excoss of
specific appropriation may be logitimately oxpended by deperiments;

(i) as a debit ngeingt tho head “Advence to the Treasurer"
for charging to such other hoads as dirscted by the
Treasurer, in pursucnce of soction 364 of tho Audit
Actsy end

(i1) by utilisation of tho unspent balance of anothex
item under the same sub-division in the terms of
saction 37 of the set; theso transfers, however,
require the opproval of the Govornor-General,

As we have previously statod, an Order-in-Council in terms of Seo para-
section 37 was not sought in respect of the financial yoor 1958-59 greph §
and the Treasury informed deportments of that intention from time abovae.

to time during the yeer.

18.. It is the responsibility of the cuthorising officer

appointed by the Treasurer for the particular voie to ensurc that
expenditure doos not exceed tho appropriation without propor

authority. Should more thon one authorising officer operate on 2 Q.61,
particular voto, the finnl rosponsibility rosts upon the authorising
officer in the Central Offico of the dopartment concerned.
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19. The neced to control expenditure within the limits of
the approprintion, unless specifically authorised to exceed it, is
one restriction placed by the Constitution and the Parliement upon
the spending of departments. Yet another, but one which relates
not to appropriation items but only to divisions or subdivisions of
expenditure, is the requirement to limit expenditure to the
aveilable warrant authority issued in the terms of scctions 32 and
33 of tho Audit fct, and the Troasury Regulations. Governor-
General's warrents mey bo issued as ofton as is nocessary but the
amount shovm in oach warrant undor cach head of expenditure is
limited, by section 32 of the Audit Act, to expenditure requirements
for e poriod of not more then three months.

20. Paragraph (1) of Treasury Regulation Y0 specifies that
"an Authorising Officer shall not authorise expenditure .... until
a Varrant Authority for expenditure .... hes been obtained from
the Secretary, Department of the Treasury", while Regulation 92
places the responsibility upon cach Authorising Officer to see that
the totel amount which he has euthorised to be paid out of a
particular hoad of expenditure (which by definition in the Regule—
tions moens, broadly, a division or sub-division in tho Schodule
to the ennual Appropriation Act) does not oxceed tho total amount
includsd in warrant authoritics for thet hoad of expenditurs,
Thus the authorising officer has a dual responsibility - to keep
exponditure within the limits of the quarterly werrant authority
issued in respoct of the perticular division or sub-division and
at tho same time to ensure thet the appropriation for 12 months
for any item within that division or sub-division is not oxccedod.
These twin dutios of authorising officers were expleined to us by
Ur. C. L. S. Howitt of the Pressury:

"suss Thero are two distinet and soparate problems here.
Regulation 90 refors to warrant asuthorities which limit
the amount of monoy to be spent evory throe months under
a sub~division. Four or five years ago instructions
were issued to the effect that if therc wore more then
one authorising officer operating upon a vote, the
warront authority for tho quarterly emount to be spent
should be split up among the authorising officers.

That is one control and 2 rolic of old times.  Whother
it is good or bad I think should bo left on one side for
debate at some other stage and should not confuse this
present issuc. Werrant authority and werrant advice
deal with the rate of expenditure under & subdivision

for three months, in the ordinary course, but distinet
from that therv is o provision in the Audit Act itself
which seys to on cuthorising officer that the amount of
money that con be exponded under an itom of Parliamentery
opproprietion is the amount that the Parlizment hes
appropriated. Thet lapses at the 30th Juno. It is
current for twelve months. If you were to look through
the ledgers you would find coses where money might be
spent undor an item during thoe quarter at a much groater
rate than one-quarter of the year's voto but it is still
within the warrant authority and werront advice bocauso
the warrant outhority gives a2 flexibility within the
entire subdivision. .... But the amount (could be) in
excess of the Parliamentary approprisiion which is
something seperato. It could be writton into the in-
structions, if tho Committce considored it noecessary, but
thio normal prectice, independently from a warrant authority
and a warrent advice is to advise the branchos what thoir
share is, item by item, of the Parliamentery appropriztion
for a period of twelve months. It is a2 fairly streight-
forward thing to do booause for the most part the Bsti-
mates of Expenditure which are put up for consideration in

Q.17
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edvenco of the finencial year are composed of the various
roquests which como from the spending outposts. They are
edded togethox to moke the totaly thoy go to the Treasurer
who gocs through the normel procedures for arriving et the
Estimptes for the yoor. The normal practice is to writo
thon to tho outposts and to aay, 'The grand total is this,,
ard your portion is that. That is what you aro to spond
undor that itom during the yoor.?!.

In the casc of tho threo cuthoritivs who appoarod before us, the
Attorney-~Genoral's Dopartmoeni, the Audit Office and the Dopartment
of Shipping and Transport, we found that, while conscious of the need
to live within the aveileble warrant cuthority, they hed overlooked
the necessity to limit oxpenditure to tho logal appropriction.

(b} Attorsey-General's Department

21. We congidered si: votes under the control of the
Attorney~General's Department where the appropriation was exceeded
without proper aunthority during 1958-59. The appropriations cone
cerned, together with information about the breaches which occurred,
were as follows:

Head of Date xpond- Dute additional  Date on which Final Exhibiy
Expend-  iture first warrant author- additionsl gxceas No.43/6,
iture exceeded ity sought from  warrant over pege 1.
approp- the Treasury. anthority specific
riation. provided. approp-
riation,
[3
57.B.1 April, 1959 26th June, 1959  29th June 1959 8,969
59.B.1 May, 1959 26th Juno, 1959  29th June 1959 4,112
59.B.3 Mey, 1959 2lth June, 1959  29th June 1959 2,171
59.B8.8 Moy, , 1959 26th June, 1959 29th June 1959 2,274
63.B.1 April, 1959 2nd July, 1959  14th July 1959 251
276441 Mey, 1959 ith July, 1959  16th July 1959 3,656

The Department noted that alihough expenditurc first exceodod the

appropriation in the months shown. in the second column of the table
above, this was not apvarent %o tho Contral Office until tho follow-
ing month when expondsture re¢surns had been received from cach State
and the informetion on the r:surns had beon aggrogated and exemined,

22. The Department ¢ Imitted thet the breaches woere the Te- Ibid
sult of insdequato control within the dopartment; we wers told

that, in the past; it had beer the department's practice only to

issue warrant advice on a divisional or subdivisionel basis to

authorising officers und not so allocats to them o sharo of oach of

the annual appropriations app.aring as itoms in the subdivisions.

In at least onc case ta authorising officer had also excesded the

available warrant in enticipalion of the provision of further funds, Ibid,
Authorising officers Jor the -arious State branches of the Attorney- page 2,
Genoral's Department are situsted in the Sub-Treasuries. ," Q.110

23. The depeximent « rreod that the infringements wore
gorious and told us that new yrocedures had been introducod as from Q.106.
15t July of the curront finensial yeor (1959-60).
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" In order to avoid expenditure in excess of approp- Exhibit
riation, the Department has instituted the practice of No.43/6,
issuing -arrent advices under items. In the past, the page 4.

practice has been to issue these advices on a sub-divisional
basis only, with the result that Sub-Treasuries and Stete
Branches have not becn aware of the limit placed on expend~
iture for each item within & subdivision.

2, As a furthor measure of control, and to facilitato
the forward funding of requisitions for supplies, it is
proposed to advise Authorising Officers in the Sub-Treas~
urics and State Branchos of the State allocation under
oach itom, as provided in annuel estimates.

3. In addition, Treasury has beon asked to instruct Sub-~
Treasuries —

(u) $0 rofrair. from passing any accounts for paymont
whore incufficient fynds are availcble under
warrent 2ivices held ; and

(b) +to advise this Dopartment as soon as it is
apparent wiat tho annual allocation under an
item will be insufficiont to meet 2ccounts
presented by Branches for payment and known

liabilities to bo met during the ycar,

4. This ection should cnable adjustmont of allocations
between States, or additional funds to be sought, as the
case may be, before over-~exporditurc occurs.”

(v) The Audit Office

24. Our discuszaons with the Audit Office concerncd item 4
of Division 11B ~ "Audiv Office, Genoral Expenses - Freight and
cartege including removel oxpenses". Expenditure of £1,760 in
excess of specific apprupriastion totalling £2,560 was met from the
Treasurer's Advonce in ihe closing stages of the financial year.

25, fe were intsrmod that the appropriation was first ox~ Exhibit
ceeded without suthority during Mey, 1959, cond this bocame apparent No.43/4.
to the Centrel Office ol the Audit Office oarly in June when returns

of expenditure for the twnth of Uay were rocoived from the various

exponditurc points in Avstralia, tho Australian Territories and

overseas. Warrent autlority for £1,600 from Treasurer's Advance

was sought on 10th June, 1959 cnd a furthor application for £160 was

made on 7th July, 1959, whon finonciel roburns for June were

received following the ciose of the financial year. The warrant

authority for £1,600 wo~ receivsd by the Audit Office on 18th June,

1959, and that for £16° = 14th July, 1959. .

?6.' Like the 1' .orney-General's Departmont, tho expenditure
limits which the Audit fice had ostoblished (by the issue of
warrant advice) for the .fficors outhorising exponditure on votes
under its control, relatod to divisions or subdivisions of tho annual
Estimatos. Heving rertvd, howover, to its oxperience in 1958-59,

it became ovident to ti. Audit Offico that unauthorised oxpenditure

* In amplification the Dopartmant lator saids

"(Mr. Sainsbury) Tho roason for thel requsst to tho Troasury was that

we had actually exper:~iced the paymont of accounts in exceas of warrant
advice; I want to make that point cleor - warrant advico, not necesserily
warrant authority. o.." (Q.11%)
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in excess of appropriation could not be offoctively provonted unloss
the authorising officers concernod wore informed of the amounts
which they would be pormitted to spend undor each item of approp-
riation,

27+ Accordingly, tho Audit Offio¢ has amonded its pro-
cedures, with effoct from the 1at July, 1959, to evoid & recurronce
of the heppening.

(d) Depertmont of Shipping and Transport

28, Your Committee considered onc cppropriation itom under
the control of the Department of Shipping and Trensport whero the
eppropriation wos exceedod during the yoor without suthority. In
respoct of the item concerned - Division 114B, Item 9 - "Marine
Branch - General Expenses - Incidental 2nd othor oxpenditure"
£14,600 was provided in the Appropriation Act 1958~59 and a further
£1,500 ir the Appropriction Act (No.2) 1958-59 meking & total pro-
vision of £16,100, Howover, final oxpenditure charged to the vote
amounted to £18,136.

29, We wore informed that the appropriation was oxcocded
during day, 1959. On 5th June the Department sought from the
Departmont of tho Treasury an additional werrant for £2,280 4o
neot unforoseen additional expenditure. A warrant for £1,780 was
provided on 12th June and o further werrant for £500 on 23rd June.

30, ¥hilo the Dopartment may have beon under some mis-
approhension as to what constituted an "appropriation within tho
torms of scction 34 of the Audit Act and considercd that its
actions were govorned principelly by Treasury Rogulation 92, it was
clear also thed, in this field, tho dopertment did not properly
appreciete its responsibility Yo comply with thoe oxisting law and
to live within tho limits of the funds from timo to time mede
evailable to i% spocifically by Parliamentary appropristion or
from "Advance to tha Treasurer'.

31, The following extract is token from the initial state—
mont submitted to the Commitbtee by the Department:

"¢oos Bstimates when subnittod to Trecsury by this
Dopartmont cre besed on known minimum requirements

after caroful excmination of all likely commitmonts

during the year concorned. In the procoss of oxomin-
ation by Troasury Officors .... it sometimes hoppens thet
the actuel emount provided is roducod to tho extent that it
iz ingufficient to meet requiromonts for the yoar, ...,

The allocations given to the States based on the
annual eppropristion would in thet case be less than the
original ostimotes submitted by thom and it is likely
shat, towards the close of the financial yoar, the
a2llocations moy be fully expended.

At that stego any oveor-oxpenditure could be avoided
by instructing all authorising officers that their oxpend-
ituro must be limited to the emount of funds actually
available.

Under this arrengement, howover, thore would bo o
aistinct dangor of the State being deprived of somo
ensential roquiremont or sorvico. It could also result
" somo underspending in that whilc onc State mey spend its
fuld ellocstion another may not and, as & result, surplus
funds which might have boon mode ovaileble to other States
rorein unexpondod.

Q.62

Exhibit
No.43/4

Exhibit
¥o.43/9,
page 3.
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This Department therefors, does not favour any action
on these lines and considers that it is not desirable or
prudent for any such restrictions to be placed on officers
who are responsible for the operations of the Brench in the
various States. ..,."

This attitude of the department is contrary o the whole concept of
Parlismentary control of finance. As Your Commititee have on other
occesions stated, the existing arrangements for provision of funds,
viz., an annual appropriation and additional appropriation, coupled
with a substantial eppropriation to "Advance to the Treasurer",
provide a lorge degree of floxibility to depertments. To operate
effectively within this frame-work of control involves only a
relatively simple problem of management but requires an insistence
by depertments that their officers comply with certain rules,

32. Towards the conclusion of our discussions on this sub-

Ject the Department told us that it would, in tho future, insist 2.277
upon its authorising officers immediately notifying the central

office if their allocations were in donger of being overspent. fle

also would oxpoct thoe Department to make such other amendments to
its procedures a2s might be necessary to avoid any furthor infringe-
ments of section 34 of tho Audit Act.

(e) Conclusions

33. Had thesc various infringoments of section 34 of tho
Audit Act resulted from simple errors thoy could, to a large extont,
have been discountod. Whet is important is that, of the three
authorities concernad, two did not have procedures in operation
designed o avoid such occurrencos, while the third was prepared

to ignora tho law,

34. The Audit 0ffico suggested to Your Committcs that some
elarification of the oxisting provisions of the Audit Act, tho
Trecsury Regulations and Treasury Instructions dealing with the
control of expenditure within the 1limits of the appropriation and
available warrant authority, was necossary. Although the Troasury
Instructions include o numbor of rcforences o warrant suthority

and currently provide for the allocetion by the Head Office of o See Treas~
dopartment of warrant euthority omongst & number of authorising ury In-
officors where more than ono operate on a particular vote, the noed struction
2lso to inform authorising officers of an annual allocation of each 22/1 -
appropriation item, hos not beon medo clear. Governmont
Printor,
35, While, perhops, it could be argued that section 34(2)(b) Canberra.

of the fudit Act is sufficiont in itself and should not require
clarificetion, we consider that the Troasury might mcke cloar in the
Treasury Instructions:

(i) what constitutes an "eppropristion" in the terms
of section 34, and

(11} that, when more than one authorising officer is
operating on & porticular vote, it is the response
ibility of tho dopartment controlling the vote to
ensurc that procedurcs are in force which will |
avoid the appropriotion boing overspent without
authority.
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CHAPTER IV

THE ATTORNEY-~-GENERAL'S DEPARTMENT —
4 FOLLOW-UP OF THE COMMITTEE!'S THIRTY-THIRD REPORT

36. In the Thirty-third Roport Your Committoe criticised
the financiel methods of the Atbtorney-General's Department.
Amongst other things Your Committee said that the Department did
not seem to appreciate the necessity for accurate estimating nor
had it used the best methods for properly controlling expenditure;
it proposed that the Department should immediately review its
mothods and suggested that it might be wise to seek the assistance
of tho Public Servioe Board and of the Treasury in such & revision.

37. Following the presentation of the Report to the
Parliament on 9th October, 1957, the then Attorney-Gemeral ~ now
Senator the Hon. Sir Neil 0'Sulliven, K.B.E. - said in the Senate
on 25th October, 1957:

"When I read the Report of the Public Accounts Committeo

I osked the Dopartment for an oxplanation and I understand,
after consultation with officers of the Public Service
Board, that what was commented upon adversely by the
Public Accounts Committoe is not likely to occur again.!

However, our proliminery inquiries into the accounts for the
financial year 1958-59 indicated to us that the position of the
Department's finonces was still unsatisfactory and we deemed it
desirable to pursus thce matter further, Those furthor investi-
gations confirmed our opinion that, during 1958-59, the standard
of the Departmentts financial administration had left much to
be desired and that thore hed been little improvoment since
Your Committee's Thirty-third Report.

38, The lack of contrel mentioned carlier is one indi-
cation of the stato of affeirs which has oxisted. Yet another
is the nature of the formal oxplanations Your Committee received
regarding serious underspending of the vote 57/A/1 - "High Court,
salaries and allowances”, in 1957-58 and a significant under-
estimnte of tho vote for 1958~59, which drew attention to the
neglect to usc quite clemontary forms of chocks and controls.
The explanations were:

(i) Undorspending 1957-58 (Vote £23,500, Expenditure
£9,173).

" It hes boon the practice in the pst to include in
this item the s2laeries of the Associctos and Tipstaves to
Justices of the High Court. Howovor, as the occupants of
those positions arc oxempt employees, their salaries have
been paid from Division 57/A/2. Tho result has been thet
the amount ostimated to remain unoxpended was too low. It
should have included the total amount of tho salaries of
the Associatos and Tipstaves. The presont practico of
including thosoc omployees in a specicl lino in tho Schedule
of Salariss and Allowances in the Dstimatos! Papers is
being discontinued. It is unlikely, therofore, that this
error will occur again,”

(ii) Undorostimate 1958-59 (Initicl vote £9,000; Expond-
ituro £15,380).

(2) The Department's firet explanation was:

P.P, No.
39 of
1957
tabled
9th Oct-
ober,
1957,
page 32.

Perlia-
mentary
6 BLIZ,II
Vol. S.11

p.854.

Sce
paragrephs
21 to 23
above.,

Exhibit
No.43/8,.

para.l.
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" The Depertment's originel estimate of £16,200 was BExhibit
reduced by £6,000 et tho Revision of the Dstimates on the No.43/7
grounds that the oxpenditurc of £9,173 the rovious year

did not warrent an appropriation of more then approximately

£9,000. However, subsoquont invostigation disclosed thet

incorrect chargings of expondituro hed reduced whet should

have been the normal figurc of epproximately £15,000 to the

lower cmount of £9,000.  Additionel funds (£6,000) were

obtoined from Additional Estimotes. ..."

('b) Following o zequest for further informetion, the Depart-

ment seids
" The oxplanation furnished to the Committee on 1st Exhibit
August, 1958, was correct in so far as it related to the No.43/5.

incorrect estimate of the amount ostimated o remain un-
expended, However, the initial inquiries did not roveal
that incorrect chargings had been made.

Subsequent investigations disclosed that the
szlaries of soveral permancnt officers located in Melbourne
were being debited to Division 5’1!\/2 in lieu of Division
57!;/1, and this incorrect charging had commenced during
1957, Also that in tho financial year 1957-58 an amount
of £5,536 had boen incorrectly debited to Division 574/2
in lieu of Division 5’(A/1. Tho further investigation
zlso revealed that for the same financial year an amount
of £935 hod beon dobited to Division 571\/1 in licu of
Division 574/2. I addition, it was found that. on
unauthorised arrangement was in existence whereby the
sclaries of the cleaning staff in the High Court Building,.
which are appropriated to Division 57A/2, were being
apportioned and dobited against the voies of other
Branches of the Dopartment located in the High Court
Building, Molbourno.,

The oxpenditurc shown against Division 574 for the
year 1957-58 was 2s follows:

574/1 49,773
574/2 £ 21,720

If the nllocation of oxpenditurc wes corrected on the basis
outlined in tho proceding paregraph tho true expenditurc
for 1957-58 would have been:

514/1 813,774
574/2 £20, 365

It is clenr thot the incorrect debiting of oxpond-
iture would have been revealcd if checks had boen
instituted to cnsure that saloery payments were boing debited
to the corroct item of oxponditure. A system of check has
been institutod.”

The Department did not deny that the occurrences of

two yoors beforo, about which Your Committee had heen so criticel,
hed been repocted.

"COMMITTEE MEMBER: You have nlready referred to tho Qs.161
Thirty-third Report of this Committeo end I teke it that and
you are aware that in the conclusions o that report your 162.

dopartment was rather strongly criticized on onc or two
points? ~-- (MR. SAINSBURY) I think you are boing kind
thore.
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COMUTTTES MEMBER: I want to romind you that the main
oriticisms fell under these headings: Faulty estimating
as a result of using incorrect information and unreliable
figures, the impression that over-expenditure had not been
carefully investigated, the possibility that the depart—
ment did not appreciate the necessity for accurate esti-
mating nor had it used the best methods for properly con-
trolling expenditure and, finally, the opinion was ox-
prossod that tho Department should immediately review its
methods and it might be wise to soek the assistence of
the Public Sexvico Board. The explanations which your

department has already submitted on soveral queries raised
by the Committo. on this occasiom would sugnest thot, in fact,

these mettors whiock wore raisod two yoors ~go have occurred
asvin.  Would yu, in goneral terms, concude that?--—{MR.
SAINSBURY) I think that is possibly right."

The nature of the action taken by +the Dopartment

following Your Committoe's Phirty-third Report was explained to
us by Mr. Scinsbury:

41,

"ovss As suggosted by the Committee, we had discussions, Q.185.
and wore very fortunate indced in being able to have dis-
cussions, with the Board's reprosentative who was then the
Observer on tho Committee, Mr. L. O. Brown. He gove us
quite & lot of advice. One of our difficulties has boen
that we havo, in tho Contral Office, been functioning on a
tomporary organizetion, and one of his suggestions was the
croation of the position of Finance Officer in the Central
0ffice to strengthen our establishment. It woas not until
November (1958) that we were able to get this post Filled
and occupied so rozlly, as for as the last financial year
was concerned; wg had the strengthening of our orgenization
to cssist us on tho finonce sido for only about half the
year, Another matter ho sugg.sted which will be imple~
mented as soon es we heve time, is the issuc of an
accounting booklet or brochure to our branches containing
instructions on the preparation of estimates, responsibil-
ities end so forth, A third suggostion made dy lr. Brown
was to includo in our organization methods work in tho
States, chocking on the finencial aspects. Unfortunatoly,
we heve not hed such an officer for the lest cighteen
months, o have not included those itoms in our minute to
tho Committee. A further step which it is proposed to
toke 1s to ask the Pormanent Head to call togother the
branch heads ond discuss with thom general ostimnting and
finencicl contrel throughout tho various divisions,"

Thus, at the timo of the public hoarings, the action

teken by the Depertment in the two yoors approximntely since our
Report could bo summed up as follows:

(i) With the approval of the Public Service Board o
position of Finence Officor in the Central O0ffice
of the Department hod been ostablished and filled,

A chronological rocord of this nctivity appoars in Seo pago

the Appondix to +this Report. 42 below.

(ii) The nccounting instructions rocommended by tho
Public Service Board had not been issuod.

(1i1) Thero was gtill no organisation and mothods work
in tho finenciezl field.

(iv) Thore was en intontion to propose to the Permonent
Hood that he call togethor the heads of the Depart-
ment in the various Statos for discussions on osti-
meting end finaneial conbrol,
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In eddition we werc informed that prior to the posentation of
Your Committee's Thirty-third Report in October, 1957, the
Department had proposed to the Public Service Board that positions
of Administrative Officer be created in Sydney and Melbourne.

The Sydney position has been established on a temporary basis for
some time but the Melbourne position is still the subject of dis-
cussion between the Department and the Board.

42, This case raises the question upon whom does the
rosponsibility lie for dealing with Your Committoe's criticisms
and suggestions. Primarily it is a metter for tho Department
concerned; but it is also clearly the responsibiliiy of the
Public Servico Board, under the Public Service Act, to ensurc that
prompt action is taken to correct & sorious area of weakness such
as was disclosed in the Attorney-General's Department.

43, Your Committoo view with concern the seeming indiffor-
encoe shown both by the Departmont and the Public Service Board to

a pogsition that has been so patently unsatisfactory. It is diffi-
cult to understsnd why they should have permitted tho situation to

have continued as long as it aid,

44. During Your Committoo's discussions on the position in
the Atbornoy-Goncral's Department our attontion was once again drawn
to tho fact that there is & shortego of proporly treined, oxporicnced
and compotent eccounting end financial officers in the Commonwoalth
Public Service. Your Committee rocall that in tho course of our
inquiry into the Northern Torritory Administration in 1957-58, wo
discussed with the Deparitments of Treasury and Territories the pro-
vision of short term assistance to onable the Administration to
overcome & back-lag in work and to place its accounting mothods on

o satisfectory basis.

45. Mr. C, L. Howitt of the Troesury spoke thon of a dearth
of people in the Public Service within this field oné ho has since
re-affirmod this viow.

"evso I think thet thore is o dearth of well-trained and
well-quelificd people in this field. Like moet things,
the law of supply ond domand comes into it. I think
thet you will got quality according to the price thet
you pay. I think thet there is o considerable shortage,
in relation to tho amount of skilled work called for in
the Public Sorvice and outside the Public Service, of
people who have a knowledge of and training in
ccoountancy.

. . . . . .

COMMITTEE IMMEMBER: Is the position worsening year by yoar
or is it improving 2 littlo?---(MR., HEWITT) I find thot
quostion vory difficult to answer primerily boczusc tho
tasks which are called for in this field are incroasing
ot a greator rate than tho supply of treinod poople who
are compotont to do them. VWhen you ask me whother tho
position is becoming bottor or worse, I do not think that
it is bocoming any better, not becouso of complete failure
to do somothing nbout the supply problom but bocause of the
rate of increase in tho work to be handled."

46, In the caso of the Attorney-Genoral's Department, tho
problems are both short and long term. Tho short torm problem
involves tho romodial action that should have been takon to dcal
with o condition that the Dopertmont scomod incapable of handling.
The immnedinte answor in such 2 case is not tho cppointmont of
cdditionel staffy; as Your Committoe have so frequently found, for
a numbor of reasons, tho procoss by which & position mey be croated

Soo
Thirty-
scronth
Report,
P.P.No.
26 of
1958,
paragraph
262,

Q.208

Q.211,
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and an officer appointed in the Public Service is long-drawn and
thus does not usuwally provide, as it did not in the Attorney-
Generalt!s Department, a means of prompily remedying an unsatisfactory
situation.

47. What seems to be needed is recourse to a specialist
staff which can be sont out to sid 2 department in difficulties.
This stoff would preparc appropriate internal instructions, and
establish necessary controls and so forth while longer term
remedies such as re~-orgonization of, and additions to steff, are
boing sought.

48, The Public Servico Board has the power in Section 17 to
toke the action mentioned, end it hes an eppropriete ageney at
handin j4s Orgonisetion and Methods staff.

49, We ropeat that it is a matter of concern to Your
Committoe that tho Public Service Boerd did not take more positive
action to ensure thet the situstion in the Attorney~Genoral's
Department wes remedied quickly.

50. The long torm problem is also primarily o matter for
the Public Service Board which is rosponsible for staffing tho Public
Service. The Board should, therefore, sec to it that thore are
aveilablo sdequate numbers of properly trninod  rsons crpoble of
meeting the evor increasing demands of post-war financicl admin-
istrotion. In the sccond ensc, it is o matter of orgenisation

and mencgoment whioh aro becoming increasingly compliceted as a
rosult of the rapid post-war growth in Commonwealth activity . and
of modern developmonts in oquipment, methods and technigues.

51. VWe note Mr. Howitt's viow that the tasks in the field
of accounting, control and financial managoment are increesing at
& grodtor rate then the supply of trainod puople who are competont
to do them, ond it scoms clear that the position will deteriorate
furthor unless positive action is tckon to onsurc that thore is
avail blo o larger number of persons able to do this type of work.
It hes boon suggosted to us that one roason for the shortoge of
properly skilled p.rsonncl in the fiold is relatively low salary
classificotions which rosult in o tendoncy for bettor cless staff
to graviteto o more rocently dovoloped fiolds which offer more
attrective long torm prospects.

52, We oursolves have observed an inclination on the yrt
of somc depertmonts that have appeared before us, to regerd cccount-
ing puroly os & mettor of recording transactions rathor than in
torms of the modern concopt of financial menagoment,  From those
observations, we bolievo that thore is ample scope for improved
methods in some departments ond gencrally for improvomont in the
attitude of the Public Scrvico to tho question of financial meanago-
ment. In our view, cffcctive finoncial management in the modern
sonse forms the bosis for the officient operation of departments,
irrespactivo of thoir functions.

53. Your Committeo consider theot tho timo is appropriate
for ¢ full ond co-ordincted investigation of this subjoct which, we
suggest, might be undoricken jointly by the Public Service Boord and
the Trecsury, oided by roprosentetiveos from tho Audit Office and
departments, ~nd ouwtside oxports if necessary. Wo would expoct
such on investigation should cover:

(i) the opplication of modern techniques of accounting
and finencial menagenont to the oporations of dopartments;

(ii) the further use of mechanical and eloctronic equipmont for
accounting oand control purposess
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(iii) financial organisations within depertments;

(iv) the availebility of suitebly qualified and trained
staff to man those organisations; and

(v) other staffing aspects such as selection of personnel
Tor finance ond accounting work, finencial rowards,
qualifications and training.
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CHAPTER V

UNDERSPENDING IN 1958-59

DEPARTMENT OF SUPPLY

Division Wo.194 ~ Item 1 ~ Defence Research
and Development - Buildings, works, fittings

and furniture - gross oxpenditure.

54. Division 194 was one of three divisions of appropriation
in 1958-59 which made provision for the United Kingdom/Australia
Joint Project. The other divisions were 185 - Dofence Research and
Dovelopment, and 196 - Defence Research and Development - Maintenance.
Division 194 comprised two appropriation items: Item 1, which
represented the gross expenditure on buildings, works, fittings and
furniture and Itom 2, a deduction, which roprosentod the amount
oxpected to be recoverod from the United Kingdom under the Agroemont.,

554 Tho position for the financial year 1958-59 was as follows:
Iton Approp~ Expond~
riation iture
£ [ £

Gross Expond- 4,056,000 2,993,583 1,062,417 gross undorspending
iture

Loss amount 1,171,000 83,063 -1,087,937 under- racovery

recoverable debitod against

from the Troagurer's

United Advanco.

Kingdom,

Net Exponditure 2,885,000 2,910,520 25,520 net overspending.

56. In Your Committoe's Forty-first Roport we explained that  Prosonted
the Agreomont between tho two governments provided that in oach year 25th

of the Azrecmont tho Commonwoalth Govornment would moot oxponditurc Scptember
up to a limit of £9,500,000, tho Unitod Kingdom being rosponsible 1958,

for expenditure in coxcess of that amount. In viow of the complicated pages 32
and obscuro manner in which tho cost of tho Joint Projoct was re- and 33,

flected in the annual Estimates, Your Committee then set out in

doteil the way in which the respoctive contributions of tho Australian
and the United Kingdom Governments had beon asscssed in that year.

Wo note that tho votes concerned have beon re-arranged in tho 1959-60

Bestimntes in such a way as to mako readily apparont the cost of Sev P.P.
operating the Weapons Rescarch Establishment and the respective con- No.46 of
tributions of tho two governmonts under the Agrooment. 1959

presonted
57 Division 194 formed mrt of the Dofonce Works Programmo, 11th Aug-
the oporation of which was examined by Your Committec in the course ust, 1959,
of their inguiry into oxpondituro from Advance to the Troasurer in p.91.

1957+58, and strongly criticised in the subscquent Roport, the Forty-
first. Although this voto could not thon be investigated in detail, Minutes

the Dopartmont of Supply agroed that, in common with tho remeinder of Evi-
of thu D.fonco Works programmo, cortein programming tochniquos had donca. to
not been properly eppliod in framing the programme of works ropresont- Forty-
ed by the vote. In the light of tho substantial short fall in the First
gross oxpondituro in 1958-~59, which resultod in a much smaller Roport,
rocovery from the United Kingdon then enticipatod (a pattorn which Govorn—
hag been ropeatod in each of tho last threc yoa.rs) Your Comnittec mont
congidorcd it desirable to lock furthor at this voto for tho yuars Printer
1957-58 cnd 1958-59. Conberra.
Q8326

331.
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58. In froming the works programmc it is customary to.
differentiato betweon works in progress and new works which are to
be commenced during the financial year. In cach of the yecars 1957-
1958 and 1958-59 there was substantial undorspending of both works
in progress and new works provisions in Item 1 of Division 194, as
the following figures show:-

1957-58
Appropriation Exponditure Undorspending
£ 4 £
Vorks in progross 1,641,000 816,000 825,000
New vorks 1,222,000 827,000 395,000

2,863,000% 1,643,000% 1,220,000

1958-59
Appropriation  Expenditure  Undorspending
& £ £
Works in progress 2,038,000 1,523,000 515,000
Now VWorks' 1,788,000 15 302,000 486,000
3,826,000% 2,825,000% 1,001,000

* Note: Tho difforence betwoon these amounts a2nd the
total appropriation and exponditure reprosents tho
Dopartmont of Works' administrotive charge, which
varies in dircet rolation 0  the lovel of oxpond-
iture.

59. By roason of the nature of the Joint Projoct Your
Comnittce deemed it proper to conduct our investigations of this
matter in privete and wo are therefore not reporting in any detail
upon. thom. However, we consider it appropriato to sey that »t a
private hearing on Friday, 18%h Soptembor, Your Committce lhed most
frank ond interosting discussions with roproscntatives of the
Dopartments of Supply and Works, led respectively by Mr. R. . McG.
Boswoll, 0.B.E., Controller Weapons Resetorch Establishment, and

Mr. R. B. Lowis, 0.B.E., Deputy Director~Goneral, Department of
Works, when tho bases of the appropriaticns for the two yeers woere
examined closely., While omphasising that circumstences associated
with the Joint Project present mony obstaclos to accurate estimating,
thero wes cloar evidonco that morc rcasonablo ostimates of tho likoly
gross exponditure on works could have been made hed ostablished
principles of progromming been applied, where oppropricte; by the
Department of Supply. As 2 rosult of our discussions, wo &ro suro
thet more caro will be taken in the proparation of the Bstimatos in
the future.
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DEPARTMENT OF SHIPPING AND TRANSPORT

Division 213K ~ Construction of Jetty for hundling of
explosives

60. This voto providos: tho funds for an oxplosives jotty
being constructed ot Port wWilson in Port Phillip Bay, Victoria.
As tbe following statistics show, over the last three financial
years, actual cxpendituro bas represonted something less then one~
thirl of the oppropriations providoed:

1956517 1957-58 1958-59  Throe ycars
£ & 14 5

Appropriction 185,000 500,000 550,000  %,235,000

Exponditure 28,634 172,672 204,670 405,976
Undomsponding 456 366 327,328 345,330 629,024
61. The Department of Works, under the goneral dircction of

the Dopartment of Shipping and Transport, in which the Commonwcalth
Explosives Port Facilitios Committee is locoted, is tho constructing
authority for the project including design, celling of tondors,
acceptance of controcts, supervision of contractors and so forth.
Howevor, the votc is under tho conirol of tho Departmont of Shipping
and Trensport, which, we wore told, rolied heevily upon the Depart-
nent of Works for advice as to tho annual gllocation of funds requirod,

62, The following extracts taken from a statemont by the
Chairman of tho Commonwealth Explosives Port Facilitics Committee ond
submittod to Your Committeo in 1958, give the background to the
projoct and the Chairman's reasons for the undorspending in 1956-57:

" Tho original submission in 1955 was based on an Exhibit
estimate proparod by the Depertment of Works for an No.43/12,
expenditure of £1,305,000 for construction, plus poges 1
£30,000 for land acquisition. It was realised thot and 2.

the estincte prepared wis based or incomplcte inform—
ation and it might heve to bo varied in tho lighi of
later investigations and my Committee decided thet
detnils of the estimete and annual expenditure should be
subject to review by & Finance Sub-Committee which wosg
set up in 1956, (‘l‘he estimnte was altered in 1957 to
£1,607,300. )

The Sub-Committee's first task was to review
estimetes of expenditure for the financial year 1956-57,
for which the Departmont of Works had supplied nn estimate
of oxpenditure of £171,000. Following the Sub-Committoo's
reviow, this figure was rcduced to £159,000 which emount
wes included in the departmentel estimatos. The Sube
Committos also roforred back to tho Department of works
the dosign of the office ond amonitios block on iue jotty,
the cost of which wes originally ostimeted ot £16,000 end
with modifications suggostod by the Sub-Committoc was
ultimetely reducod to £10,000.

During the yoar 1956-57 periodical roviows indicoted.
that the full emount provided, of £151,000 (plus » revote
of £8,000 provided in 1955-56 for proliminary investigations)
for construction ond £26,000 for acquisition, would not be
spent in thet yeear. The Dapartmont of Works wes asked for
an oxplanntion, In reply it was steted that expenditure
of the full amount was unlikoly owing to difficul#ies thnt
had orisen in tho propoaration of plans and specifiontions
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prior to the calling of tenders. In December, 1956, a
review was made of the probable expenditure as a result of
which the Depariment of Defence was advised that the esti-~
mate of the amount to be expended by 30th June, 1957,
should be reduced to £99,000, for construction and
£26,000 for land ascquisition, & total of £125,000. The
balance of £60,000 was diverted by tho Department of
Defenco to other projects of the defence programme.

At the end of the financial year sdvice was received
from the Depertment of Works that because of additional
design work necessary in the preparation of plans and delays
which had occurred in the checking of estimatos, oxpenditure
for the full year hed been only £9,473.0.11.  The Dopart-
ment of the Interior advised that expenditure on land
ocquisition had been £19,160.15.9. Tho balance of the
ascquisition would be delayed pending completion of plans
by the Department of Works for the overpass on the Princos
Highway. ..."

63. BExplanations recoived from the Deparitment of Works Exhibit
indicate that the Department expoctod to incur exponditurc on the No.43/14
embankment to the jetty, olcotricity and wator supplios and the

access road im 1956-57.  Of the £159,000 provided for works,

£40,000 wes sot osido for road works with 2 bolence of £119,000 for

othor works.* In the ovent, the only works cxpenditure incurred

during the yoor was approximately £3,500 on the access road and

86,000 on other works. Commencemont of work on the ombankment

end water and olectric suppliss was deforred boceuse it was found

seonomic, on tho completion of detailed dosigns, to amend those

sections of the projoct, Work on the access road was slow to

stert as a result of & neod to nogotiate with the lowest tenderer

before his tonder could bec accoptud.

64. The main itoms making up an appropriation of £500,000
and oxponditure of £172,672 in 1957-58 woro*:

Appropristion Bxponditure
£ £

Main Contract 200,000 nil
Drodging 180,000 112,000
Road Works 80,000 50,000
Water Supply 30,000 Nil

About this the Chairmen of the Explosives Compittoc said in his 1958
statoment:

"eess A mooting of tho Finance Sub-Committoc was hold in Exhib}t
April, 1957, to review & proliminary ostimate of oxpend— Wo.43/12,
iture for the financial yoar 1957-58. The Department of page 2.

Works had asked for £150,000 for the first four months of
the yoor and tho Sub-Committos folt that in viow of the
low oxpunditure in the provious yoar, this amount might be
oxcossive. Advice was subscequontly received that this
figure included £81,000 rovoted from the previous yoar
and the Sub-Committeo's objoctions woro thon withdrawn.

The first estinate submitted by tho Deparitmont of
Works for expenditure in 1957-58 was for £400,000 which
included the whole cost of the drodging, the construction
of the access rond and some cxpenditure on other big con-
tracts, This fiGure was later amended to £500,000 on

# For doteiled information see paragraph 72 below,
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advice from the Department of Works that a contract for
the approach embankment would be let and some expenditure
incurred.

A review was made by the Sub-Committes at the end of
1957 indicating that the anticipated expenditure would not
be made and the Department of Works was asked to review tho
position. As a result, the provision for tho financisl
year was reduced to £300,000. The reduction was necegsary
becouse of delays in letting the contracts for the approach
embenkment, cte. becauso of a docision by tho Dopartment of
Works to call one tender for a numbor of items rathor then
separate tendors for individual itoms and by the deletion of
oxpenditure on the wator supply arising from the recjection
by the Finance Sub-Committee of & proposal put forward by
the Goelong Waterworks and Soworage Trust, whick was con~
sidorod to be unreasonably favourablo to the Trust, +++"

The various roasons given by the Department of Works for

the underspending in 1957-58 are:

66,

(2) Main Contract

"... Tenders for the main contract closed on 18/2/19583 Exhibit
howevor, acceptance of o tender wos delayed until No.43/14
14/4/1958 due to necessary negotiantions with tenders

The contractor, whose tender was finally accepted, imposed

originelly certain conditions which were unaccepteble to the

Deportment and had 4o be withdrawn bofore the tender could

be considercd. The contrector finally withdrew the con-

ditions 2nd the tender was ccceptod.

The contractor then requested & reduction in the
amount of embankment specified, with a similar increesc in
the length of piled structure, end offercd & reduction in
his price of £11,000.

This wes not finalizod until 27/5/1958, and with the
contractor's doley in commencing site work there wes no
progress possible to werrant e progress paymont in 1957-
1958, oot

(b) Dredging

The undersponding ropresented o saving, We wore told
that after dredghy commencod rock pinnaclos and tongues wexe
un-expoctedly oncountered rosulting in a relocation of the
arca to bo drecdged. Concurrently & small roduction in tho
s8izo of the basin was nado.

(e) ¥Weter Supply

Protracted negotictions with the Geclong Water Trust,
from whose main the weter supply was to be obtained, preventod
work boing commenced.
(4) Roed Works

The contrzctor did not maintain his scheduled progross
and the contract did not provide for demagos to the Common-
wezlth in the ovent of lato complotion.

the

Thoe main itoms of/ cppropriction and oxpondituro in 1958-

1959 word®

* For detailod information see paragraph 72 below,
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Appropriation Expenditure

£ £
Main Contract 468,000 167,000
Road works 15,000 20,000
Water supply 35,000+ ¥il
Blectricity 25, 000% Wil
Land acquisition 7,000 3

* Combined as a provision of £60,000

The lag in expenditure on the main contract resulted from the con-
tractor being unable to maindain the schedule on which the estimate
for the yeer was based. About this the Department of Works said:

" Based on the contractor's anticipated progress the Exhibit
cash requirement was £616,000, but the Depariment reduced Ha.43/14
this o £550,000; however, the contractor was uneble to page 2.

maintain his schedule.

The Department exccuted continual pressure on con-
tractor to revise his methods, plant, otc., o achieve
progress but contractor meintained that job was under-
going initial troubles which would be ovorcome, and that
completion dete would still be met. He maintained that
he had provided adequate equipment, plont and labour ond
had ohenged his resident engincer several times because
torgets were not being met, and that his progress would
improve. He then supplicd the Department with a rovised
weekly production schedule which he stoted he could moet
and would have ensured satisfactory progross.

The Departmont suggested that the contractor commence
work on the wharf hoed at the same timo as the approwch waes
being constructed but to dete tho contractor although
giving favourable considoration to tho suggestion has beon
unwilling to act., His unfamiliarity with the type of
marine construction, although be has had experience in
bridge work, caused a lot of initiel difficultiscs and
tricl and error methods and tho onset of the winter con-
tributed to this decision, He is now in the process of
transferring & spud barge from Sydney to expedite the pile
driving and is sceriously considering & 'second grent' by
commencing work on the wharf hoad. He still maintains
that completion dete (14/11/1960) will be mot and this is
considered possible if the contractor uses cdeoquatc ro-
sourcas which arc understood to bo available to him,
However, he is mony months bohind schedule. It is agein
pointed out that tho altewation in the longth of the embank-
ment was et the contractor's own roquaest end against tho
advice of the Dopartment. The initial difficulties have
been almost totally concorned with the pile structure and
the contractor lost 2 greet doel of time in abandoning the
embankment which presented no consiruction difficulties.”

67. Agein the negotiations with tho Geelong Water Works Trust  Exhibit
precluded any expenditure being incurred on wator supply. Howevor, Nc.43/
it wes pointed out to us thet, by reason of these negotiations, tho 10.

Commonweelth hod since boen able o accopt & contrect for £27,000
approximotely, which ropresents & saving of over £7,000 on the
original cstimato. Contributions from the Trust and private cone
sumers will increese this saving to something over £15,000.

68. The provision of £25,000 for clcctricity covored:
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(2) an anticipoted contribution of £10,000" to the State
Electricity Commission of Victoria for comstruction of
a high voltage line to take supply to the area; and

(b) $he purchase, bub not installation, of transformers,
switch gear and high voltage and low voliege cable.

Howsver, when the Electricity Commission was approached it would
not offer any terms or conditions for supply until the project was
reasonably advanced. An offer wag received from the Commission
late in June, 1959, which reguired the payment of £7,602, rTeturn~
able over a period of years; +his offer was accepted and the
amount paid in July, 1959. Beoause of the delay in arranging
for the supply of electricity, the purchase of the items of
slectrical eguipment was deferred,

69. 4Ac unts of £10,000 and £7,000 werd provided in 1957~58
nd 1958-59 to purchase the balance of land not acquired in 1956-57.
The land is required for the building of an overpass on the

Princes Highway end the acquisition has been delayed pending
completion of plens by tho Department of works. Br. G'Meara of
tho Department of Works said:

"seeo final plons cannot be propared until we geot &
requisition for the job. That reachod us in January

1957 but that does not say that wo started planning that
piece of work in Januery 1957 beceuso we have not completed
the plans yot. We have so much work to do for all
departmwents that we have to percel work out among the
engineers available, and we arce short of staff, Ve
cannot recruit ongincers nowadays. Anothor complication
in connexion with this item is that it is tied up with

the Country Roads Board's plans for converting Princes
Highwey into a super highway with a four~lans rosdway.
Part of thot work has bocn done alroady, This particular
part is included in the section that is being converted,
but, at the boginning of 1957, the Country Roads Boord

did not have firm plans for it, It could only give us

an approximate idoa of tha leyout, Thet is boing worked
out with the Country Roads Boazd. In fact, I am not

sure thet oventually we will not got the Country Ronds
Board to do the job for us."

T0. Your Committoe discussed this projoct with the Depart-
ments of Works and Shipping and Trensport a2t some longth. We

have concluded that the ropresentatives of the parties mainly con-
cerned (the Departmonts of dorks, of Shipping end Trensport, and
the Dopartment of the Prossury, which is represonted on the
Commonwealth Explosives Port Facilities Committee and the Finonco
Sub~Committee appointed by it) have failed to ensure that the
ostimates represented an zccurate assossment of the funds likoly to
be required to finance the project, in tho light of the information
available to thom, the stegc their proparations had roached ond what
thoy themsolves, a2s well ss the vorious contractors, could foirly
oxpoct to achicve. Thoir judgomon® on each of thoso matters, we
believe, was unsound.

Ti. On the ovidence bofore us we are of the opinion thet
the Dopariments feiled in their duty to offer to the Govornment the
best possible advice on the finoneial roguirements for the poriods
in question., There is room in the time thet remeins o rotriove the
situation by prosenting more realistic ostimetes of oxpenditure from
this vote.

Depart-
ment of
Works
UWenorandum
59/1621

of 30th
September
1959.

Q.319
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T2. Your Committeo wish to refer to cne cther espect of

this matter. It eppeered to us that tho Departmeat of Shipping

and Trensport sought to avoid criticism by claiming that it wes in Qs.315~
the hands of the Department of Works and it could only accept what 320.

it was told by that Department. In fact, the vote has been under
the control of the Department of Shipping and Transport, and it has
been within its province to check and to accept or reject the advice
of the Department of iorks. The responsibility to proffer advice
to the Minister lay with the Deparitment of Shipping and Transport.
In this regard we record thet,at tho time of Your Commitiee's public
hearings, the Department of Shipping and Trensport did not have a
knowledge of the break up of expenditure amongst the various
components of the project while some of the information provided

to us by the Department of Works wes inaccurete. Since then, at
our requost, the Department of Shipping and Transport has sub-
mitted the following statement which sets out the position in
detail.*

" BOINT WILSON PROJECT
Statement of Approprictions and Evpenditure

1956-57 1957-58 1958-59
Anprotl Expond—  Approp-  Expend-  Approp- Expend-
riation iture riation iturc rietion  ifure
£ & 2 £ 4 &
Acquisition
of 1and 26,000 19,161 10,000 Wil 7,000 3
Nein Con=
tract 80,000 Wil 200,000 Nil 468,000 167,499
Drodging Nil Nil 180,000 111,992 il 877
Road works 40,000 3,515 80,000 49,685 15,000 20,071
Water supply 10,000 Nil 0,000 il
er supply 10, 30, géo,ooo Wil
Electricity 11,000 Wil ¥il Nil
Other 18,000 5,958 Nil Ril Nil il
Supervision
ete. Wil Nil Nil 10,995 Nil 16,220

185,000 28,634 500,000 172,672 550,000 204,670

yf Note: Expenditure of £10,995 in 1957-58 and £16,220 in
1958~59 are the amounts chargod by Department of
Works for Supervision feces ond Works office oxpend-
iture. Provision for those had been included
within the appropriation for the particular Works
items in each year. The Department of Works
intonds showing Supsrvision fec as & separste item
from and including financial year 1959-60.

* Shipping and Transport memorandum No.55/193 of 13th November,
1959.
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BROADCASTING AND TELEVISION SODRVICES

Capital Works and Services Division No.58 -
Item 1 - Buildings, works, fittings and furniture
for sound-broadcasting transmission

13, On Tuesday, 15th September, 1959, Your Committee dis-
cussed with representatives of the Postmaster-Generall!s Depariment
and the Department of Works, the substantial underspending of this
vote in the three financial years 1956-57, 1957-58 and 1958-59.
However, as a result of the ovidence then adduced and later develop-
ments, we have decided to extend our investigations and to meke the
operation of this vote in recent years the subject of a later and
separate Report. )
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CEAPTER VI

EXPLANATIONS OF SOME MAJOR ITEMS OF BRPENDITURE
FROM "ADVANCE TO THE TREASURER"

Concessional Postage for Scrvicemen - Payments to
Postmaster-General's Department

Division 141/9 - Depertmont of the Wavy £65,230
Division 155/13 - Department of the Army £138,400

Division 169/11A ~ Department of Air £ 84,870
£ 288,500
nm——
' 14. Prior to the financiel year 1958-59 concessions on

postage, telegraph and tolophone services oxtended to members of
the forcos both within and outside Australia were a charge against
the accounts of the Postmoster-Gonoral's Dopartment. Following
consideration of the matter by tho Governmont, it was docided
during the year that tho costs of thosc concessions should be
borne by the Service Depariments concernsd as from 1st July, 1958.

Tho amount of £288,500 providoed from the Advance represents the Conmittec
agsessod cost for fthe twelve months and was apportioned botwoon documant
the throo Doparimonts on o por capita basis. T.A.59/26.
T5e This docision of the Govornment is in line with the
proposals mede by Your Committec in the Twelfth Roport, and sub-
sequently adopted by the Government, that the Postmastcr-Generalts P.P. No.
Dopartmont should receive paymont from the Department of the 14 of
Interior for metcorological tclogrems and the carriago of 1954,
electoral motter, pagae 50
Dopartmont of the Army
Division 158 ~ Forces Oversoas ~ Maintenance - Tiom 2
Currency advances and other oxpenditure
(Charged to tho Division ponding rocovery)
16. Thero aro thres relatod appropriztion items under
Division 158 of the Bstimetes. Appropristions and expenditure in
1958-59 were as follows:
Ltem Appropristion  Dxpenditure
3 £ 1
1o Maintenonce of forxces
overseas 1,674,000 1,444, 355 229,645+
2. Currcncy advances etc.
(recoverable) 1,475,000 2,494, 900 1,019,900¢
3,149,000 3,939,255
3. Less rocoverios 1,475,000 2,411, 309 936,309%
1,674,000 1,527, 946

*  Underspent
Additional Advences
+ Additionel rocovories.
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The additional advances of £1,019,900 were chaxged to Item 2 in
pursuance of Section 36A of the Audit Act. Your Committee sought
from the Treasury a written explanation for the additional expend-
iture under item 2 and recoveries under item 3 and, as well, asked
wky these items did not appear under the comparshle Division 509 in
the Bstimates for 1959-~60.

11, The explanations submitted by the Treasury were in the
form of a memorandum from the Department of the Army which read as
follows:

“eves 3. Ifems 2 and 3 were introduced in the 'Forces Over~
seas, Maintenance! Vote in 1955-56 following criticism by
the Joint Committec of Public Accownts in its Twentieth
Report, of tho earlier practice of charging advances to
overseas Army Paymasters to the A.R.A. Pay Vote. The
Committee pointed out that elthough the latter vote is

for pay and allowences of A.R.A. orsonmel, it had boen
uged for other purposes, includingi-

t(a) Pinancing the exponditurc of the British Common-
woalth Forces in Japan and Korea. When accounting
statements are roceived from the chief paymaster in
Jopen, the oxpenditure is apportioned to Division
221: Other Administrations - Rocoverable Exponditurc
and to the Royel Australian Air Force votes, the
belance remaining as a chorge against the vote for
the cost of the Australian Regular Army.

(b) Serving as & moans of romitting canteen receipts
in Japan to the Australian frmy Canteons Service in
Molbourno.

(c) Purchasing in London sterling credits $o meot the
expenditure for the British Commonwoalth Forces in
Japan.*

4, The Committeo pointed out that the usc of the A.R.A.
Pay Vote for purposos other than the pay and allowances of
the Australien Rogular Army had no legal authority and,
whilst acknowlodging the difficulty of the accounting
problem confronting the Treasury, recommended that the
Troasury !should review the position in order to arrive ot
aprocedure in keeping with that authority.!

5e As o rosult, the 1955-56 Army Eetimetes mede spocial
provision for this type of exponditure ond the resulting
credits under the Army Vote for !Forces (verseas, Neaintenance!.
Ttem 1 of the vote provided for the expenditure on maintenance
of fustralisn hArmy Forces overseas which was ultimately to
romein o charge to Army votes. The currency advences to
overseas paymasters and other recoverable oxpendituro werc
provided for separately under Item 2 of the vote. A

third itom (Item 3) wes included to soparately rocord the.
'recovories's  The wording of this item in the Printed
Estimates was ag follows -

t3. Loss rocoveriest,

so that it would be cleor thot the itom reprosented 'crodits!
arising from the advances otc. recorded in Item 2.

6. Boch item was seperately ostimated. In the earlior yecrs
in which tho systom oporated it was extremely difficult to
assess what totel advonces the paymaster would need because
of the many extreneous factors beyond our control. As to the
estimate of recoveries, this wos usually fixed at the same



-3 -

amount os the total of advancos on the basis that the arresrs
of recoveries &t the end of any financial year would approx—
imate tho srroers at the ond of the previous year. The
ostimate for both items 2 and 3 boing the same, the not
effect was that tho estimato for tho Divigion as a whole was
as for Ttom 1+ svae

Te At the time that this sltcration was medo, the
principal overseas Australien Army Force was the contribution
to the British Commonwealth Forcos in Korea, The Australion
Army Chiof Paymestor in Japan wes the controlling paymaster
for the various nationcl components, and his accounts in-
cludod many high volue trensactions which were not diroctly
related to the Australien dwvmy perticipation in B.C.P.K..
Those troansactions involved considercble expenditure on
bohalf of othor countries which wes the subject of later
recovory from tho Other Administrations concernod.

8, The curront situction is quite difforent, Phe only
overscas paymester is with the Austrelien irmy Force in
Singapom/Mal.zya. The difficultics which gave rise to tho
meedure for charging cdvances to Item 2 of the Forcos
Qverseas, Maintenance Vote are not present. A4ll transactions
now relatc to the Austrelion Army Force only and subsoquent
recoverics from Other ldministretions do not arise, The
fustrelion army Centoons Soxvice (now mexrged in tho Austrelian
Servicos Canteens Organisetion) doos nod operate in singapore/
Malayn, the cantoons sorvice for Australisn sorvicemon in

thet arco being provided by the Unitod Kingdom N.A.ALF.I.
Orgonization,

9. With this chonge it becamo possible to institute a
procedure under which currency advances to the Australian
Army Paymaster in Singapore are dissectod into amounts which
aro for poy of the Austrnlian Amay Force ond those which are
for the other mrintonance costs of that Force. Such
advances con thoreforo be cherged immediately against the
LeReds Poy Voto ond the Forces Ovorseas Maintenance Vote
ragpectively.

10, Following some querics raised by the suditor-Gencrol
in 1957 rolating, mainly, to the accounting for yen belances
hald by the thon Paymester in Japan, and having regard to tho
complete change in the situation following the withdrawal

of Austrelian troops from anan/l(oreu., representations

were mado to the Trensury on 13th Jenuery, 1958, proposing
that, as from the beginning of 1958-59; Items 2 and 3 of
Division 158 bo omittod. It was proposod thet advances in
DB-59 be cherged dircet to the a.R.A. Pay Vote and the
Forces Ovorscas Mainfenance Vote fin accordence with the
clagsificetion of the disbursements which heve given rise

to the noed for roimbursemont' (of tho paymsstoer's advences).

11,  However, the chenge was not introduced for the 19%8-59
Bstimatos, but wos subsequently epproved for the curront
(1959-60) Bstimetes.

12, oeeoTho Bstimote provided by this Depertmont for both
Item 2 (advoncos) and Item 3 (rocovories) wos £1,475,000.
Unfortunately, tho working pepers showing how this estimate
wes crrivod ot cannot be locatad, However, from a chock of
the information which would have heen availeblo at tho timo
the estimate wes modo, it would appoar thet. tho £1,475,000
must have rolatod only to peyments and recovorios expected to
be mado through the transactions of tho Paymaster in Singapore
othor thon for A.R.A. poy. A«Refs Poy ond Allowences poid
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by the paymaster during 1958-59 totalled £998,870. If this
were teken as a round figure of £1 m. the resultant estimate
of £2,475,000 would have been fairly close to the actual
expenditure and recoveries figures (0.8% and 2.6% error
respectively).

13. The error should have been picked up in later reviews.
However, it is & fact that tho expenditure reviews were con—
centrated on establishing the correctness or otherwise of
the appropriations reflecting actual expenditure which would
remein debited to this appropriation. For this roason,
attention was focused on Item 1 of Division 158, and Items 2
and 3 were watched mainly to see only that recoveries did
not lag too far behind tho advances. This aspect was, in
fact, very closely watched by mcans of continuous scrutinies
of tho record of advences to paymasters.

14. Whatever the reason, it is, unforiunately, a fact that
tho roviews failed to draw attention to the inadequacy of the
original estimate until late in the year when recourse
became necossary to Treasurer!s Advance."
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CHAPTER VII

OTHER ITEMS CONSIDERED

18. As in previous years, Your Committee were provided with
and considered the departmental oxplanations for the many hundreds
of itoms appearing in the Treasuror's Statemont of expenditure from
Advonco to the Troasurer.  But, os woll, Your Committec sought from
departments oxplanations for the substantizl underspending of o
number of votcs. Somo we have elroady reported upon; tho remainder
we list bolow, :

Prime Ministor!'s Department
National Library - Division No.14/B/7, 8 and 9.

Department of External iffairs

Divisions No. 20/B/3; 21/B/2 end 75 26/B/T3 31/3/1;
40/B/5; 42/Bf3; 209K; 217/14; C.\.5.4/2.

Attorney-General's Department

Divisions No. 54/B/4; 58/B/5; 64/B/2 end 3; 219/7.

Department of the Interior

Divisions No. 65/B/2; 65/C/3; 66/B/5; 69/B/6; 70/B/2; 210.

Department of Civil Aviation

Division No.75/12

Department of Primary Industry
Division No.224/15.

Department of Social Services
Division No. 112/B/2.

Deportment of Tmmigration

Division No.227/B/1.

Department of Labour and Nationel Service
Division No.126/C/3.

Deportmont of tho Novy
Division No.144
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Department of Air
Divigions No.169/9; 172/4.

Department of Supply
Divisions No.183/i/1 and 25 183/B; 188.
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CHAPTER VIIT

COMMENTS /AND CONCLUSIONS

Topics of Special Interest

1. Agein in 1958-59, the Treasury did not seck an order-in-Council in
torms of section 37 of the fmdit Act. (Parcgmph 54)

2. Bxponditure in excoss of specific appropriation mede from the
hdvance to the Treosuror reached £8.9 million, an increaso of
£0.3 million over the level of the previous year. (Paregraph 5).

3. Your Committee briefly commented upon some of the mejor expenditures
from the Advence and rccord the reasons for the addition2l expond-
iture of £2,015,897 charged to tho heed, Refunds of Revenue (Div-
ision No,231). (Paragrephs 6 ond 7.)

4. Wo note with approval the sharp reduction in the demands upon tho
Advence by tho Postmestor-~Goneral's Department as a result of the
increesed use mede by that department of the idditional Estimatoes.
(Parcgraph 8.)

5. TYour Committee draw attention to changes in the form of the State~
ment of Expenditure following suggostions mede by the Committee in
1958. The size and cost of the Statomont heve boen substantially
reducod as a rosult. (Paragrapks 9 and 10.)

6., Tho ronsons for chenges made in the mothod of idontifying divisions,
sub-divisions and itoms in the Estimates of Receipts and Expenditure
for)’che yoar ending 30th June, 1960, arc discussed. (Parogrephs 11 —
14.

Controlling expenditure within the limits of tho eppropriation

7. Your Committee accept the view that each of the itemised amounts
appearing under divisions and sub-divisions in the annuel appropriation
measure is on appropriation within the terms of the auwdit Act and
the Constitution. (Peragraphs 15 and 16.)

8. 1In the absence of & further appropriation approved by the Perliament
there are two ways in which omounts in excess of specific approp-
riation may be legitmately expended by departments:

(i) from the Advance to the Treasurer in pursuance of
section 36A of the Audit fct; and

(ii) with the approval of the Governor-General in terms of
section 37 of the Act. (Peragraph 17.)

9. It is the responsibility of the authorising officer appointed by the
Treasurer under the fudit fct, to onsure thot expenditure does not
exceed the legnl appropriation without proper authority.
(Paragreph 18.)

10. Your Committee note the distinction between the control of expenditure
within the appropristion and the limiting of cxpenditure to the
ovailable quarterly warrant authority issued in terms of sections
32 :)znd 33 of the Audit Act end the Treasury Regulations., (Paragreph
19.)

11. We note 2lso thot the authorising officer has & dual responsibility -
to keep expenditure within the limits of warrant authority for the
division or subdivision issued on a quarterly basis and at the some
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time to ensure that tho appropriation for twelve months for any
item within the division or subdivision is not excoeded.
(Paragraph 20.

Your Committee found that the Attorney~Ceneral's Depariment, the
Audit Office and the Departmont of Shipping and Transport,
while conscious of the need to live within the available
warrant suthority bad overlooked tho nocossity to limit expend~
iture %o the legal appropriation. (Paragraph 20,)

We examined six votes under the control of the Attorney-Goneral's
Dopertment whore tho appropristion was excoceded without proper
authority during 195859,  (Paragraph 21.)

The Department admitted that these breaches of section 34 of the
Audit Act wore the result of inadequate control within the
Dopartment and agreed that the infringements were serious.
(Paragraphs 22 and 23.)

New procedures have been introduced as from 1st July, 1959.
(Paregraph 23.)

The authorising officers for the verious State Branches of the
Attornoy-Genoral's Dopartmont are stotioned in the Sub-Treas—
urioes. The Department has had oxporience of accounts being
peid in oxcess of warront advico and has found it nocessary to
ask the Treasury to instruct its Sub-Trecsuries to rofrain from
pesaing accounts for payment where insufficient funds are
aveilable undor warrant advices held. (Paragraph. 23.)

Your Committee exomined on appropriation under the control of
tho Audit Office which wes coxcooded without authority during
the yoar, (Parcgraphs 24-27.)

The Audit Office has amended ite proceduros with effoct from 1st
July, 1959, to avoid a recurrcnce of the happoning. (Pr\.ra—
graph 27.)

An cppropriation under tho control of the Dopartment of Shipping
and Transport was also oxcoeded during the year without
authority. (Par~graphs 28-32.)

It wos epparent that the Department did not properly eppreciate
its) responsibility to comply with the oxisting law, (Parngmph
30.

We comment that for = department to operate effoctivoly within
tho exigting frame-work of controls involves a rolatively simple
problenm of managemont and a compliance with certein rules.
(Paragroph 31.)

Your Commitboe oxpoct the Depnriment of Shipping and Transpori so
to omend its proceduros as to aveid any further infringsements of
sechion 34 of tho Audit Act. (Paragroph 32.)

In rovicwing theso various infringenonts of soction 34, we consider
it important thet, of tho throc authoritics concerned, two did nod
havo procedures in oporation designed to avoid such occurronces,
while tho third was prepored to ignore tho law.  (Perngraph 33.)

As o rosult of o suggestion by the Audit Office that some clarification

of tho existing rulos was necessary, Your Committco consider thet
the Treasury might meko cletr in thoe Treasury Inatructions:

(i) vhat constitutes on appropriation in the torms of séction 34
of the Audit fot.

(ii) what rosponsibility the dopartmonts have to ensure that pro-
ceduros are in oxistence for proventing appropriations being
overapent without authority, (Parngraphs 34 and 35,)
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The Attornoy- norel!s Depsriment ~ A Ffollow-up of the Committes's Thirty-
3hird Repori -

25. In the Thir{y-third Revort You Jomriiice criticised the Financial
methods o lue Abtorrey-General's DNepartment. We proposed
that ‘the Depariment sould immsdiately reviow its methods and
suggaated that 1t might be wise to seok the assistance of the
Public Servicc Board &nd of the Treasury in such a revision.
(Paragraph 36.)

26, Our latest invessigitior.s into cesiran trensacsions in 1958-59
indicate %ha? thers L.d been livile improvement since Your
Committea's Rapert in 1957, (Furvegraphs 7 end 38.)

27. The Attornuy-Uonaral . bep’ rines’ 3id not dury 2ot the actions of
two yoars before, which nad provoled oriticism from Your Committee,
had been epoated. (Peragraphs 39.;

28, Your Committec inwvessizated w)
Service Tonrd did e watioi. and record our con-
cern 7t the seeming xzndifferonco v botk by the Department
end tne Pooaré %o a posiition whiclh h. Leen patently unsatisfactory.
(Pnragraphs 46-43. )

2t the I.perinent and the Public

29. Vhile p. aparily tke Atiow
with Your Commitioo's ¢
Service Board alse had o onsibil %y under the Public Service
Act o ensure +thnt action wvelron promptly fo correct tho
sorious woakmesses in the finaneisl arrangemonts of the Attorney-
Generel's Depertment. (Paragrapis 42 end 43.)

Separtment should heve dealt
susges bions, the Public

30. In our Thirty-third Report we indicabed the role of the Public
Seivico Board might play +n nueh casce,

31. Tho weoinossos dinclosed in the cdminisirahion of e Attorney-
Generalis Iopartient revaal both short and long term problems.
(Parngraphs 45 - 53.)

32. The short teri prodlem involves remvaial action which should be
taker. whon 2 department is in Gifficvliies. The immediate
enswor in such a c¢us2 seems %0 be net to roly upon the appoint-
ment of additional sbeff .. a tize conasuming oporation - but could
be found in detailing a body spocially traincd to mect such
situations.  (Parogrepha 46 and £47.)

33, The Public Servico Bowru hosm %Le pewor und.r Secsion i7 of the
Public Sorvise Acs %2 tale wuch cchion ead already han an approp-
riate agency at hand un iws Orgenizesion 2nd Motvhods sioff.
(Paragraph 48.)

34. In examining the lon: %em porlliws four Commiiice discvss again
stotoments made that Y.eres §s w shortege of competent sccounting
and financial officcas in ile Sommommalbh Public Service,
(Paragrophe 4.4, 45, 50 aad 59.)

35. o beliovo that thore is omple scopo for improving financial
methods in. some depariments end for a change in the attitude of
tho Public Dowvico gencrally o the question of financial manage-
ment. (Parographs 51 and 52.)

36. Your Committco accerdingly propose thaat o full investigation of the
financial organisaetion tad roguiremonts of depariments be under~
taken jointly by the Public Sorvice Board and ihe Troasury, aided
by represoniatives from tho hudit Offico cnd dopariments, and
outside experss if*nsccasaxy. (Pazegreph. 33.)



Underspending in 1958-59

37. Your Committee consider that more reasonable estimates could heve
been mode of the likoly gross erponditure on buildings, works,
fittings and furnitura connocted with the United Kingdom/
Australia Joint Projecth. Your Committee does not doubt but
‘that more care will be %taken in the preparation of these esti-~
mates in the future. (Paragraphs 54-59.)

X x X X x

38. Ve report upon the substantial uacerspending, over three Tinancial
years, of the vote Division 213K, which has provided funds for
the construction of a jetty for she handling of explosives at
Port Wilson in Vietoria,  (Paregraphs 60 %o 72.)

39. Your Committee concludo that the parties mainly concerned (the
Departments of Works., Shipping and Transport and 'J.‘reasury)
did not ensure that -ho estiwates rerresented an accurete assess-
ment of the funds likely to be required %o finance tho projoct
in the light of the information aveileble %o them. It geems fo us
that their judgment in tkose matiers was unsound. (Paragraph 10.)

40. WVe consider that the Departments failedi to offer to tho Government
satisfactory advice regarding the financial requirements for this
project. (Paragraphs 70 and 71.)

41, Wo noto tho attempt of the Depariment of Shipping cnd Transport to
ovade responsibility for edvice to the Minister on tho administ-
ration of the voto in guestion.  (Paragraph 72.)

X x x X X

42. Your Committee report that we are continuing our investigations into
the vndorspending, over a period of yoars, of the vote providing
funds for buildings, works, fittings and furniture for sound-
broadcasting trensmission, ond this will bo the subject of a
leter and separato report, (Paragraph 713.)

Explaenations of some major items of oxponditurc from Advance to_the Treasurer

43. Your Committee record the reasons for expenditure of £288,500 from
Advanco to the Troasuror ropresenting payments to the Postmastor-
General's Departuent for concessions on postage for Servicemen,
(Paragraphs 74 and 75.

44. An exyl-nation is given for tho amount of £1,019,901 debited agoinst
the Advence and charged to Division 158 - Forces Ovorscas,
Meintenance; Iten 2 - Curroncy Advances and other exponditure
charged to the Division pending rocovery. (Paregraphs 16 and 77.)

Por and on bohalfl of the Comittes.

R. C. Davey, &
Socretery,
Joint Committes of Public Accounts,
Parlianent Houso,

CANBERRA.. A.C.T.

B

12th November, 1959.



42 - APPENDIX .
Report. Paragraph 41.

A chronological record of the processes involved in
creating and filling a position of Finance Officer
in the Attorney-General's Department.
(A stetement taken from Attorney-General!s memorandum
of 16th Septomber, 1959.)

“"21st Jonuary, 1958 ~ The Department formally recommended to the Board
the crestion of the position in this office, the duties of which
would bo primarily concerned with the preparation of estimetes and
fineneial control.

6th March, 1958 - Following discussions with the Board as %o the
level of classification of the post & position wes advertised to
test the field before a firm decision was given in the matter,

26%h Moy, 1958 - After interviewing all the applicants (fourteen) and
making enguiries as %o their suitability for such a position the
Department discussed tho morits of the epplicants with. the Board
and it was then dgreed that a position should be crocted at the
lovel advertised. The Department of the Treasury was esked to
make the necessary funds available to enable the position to be
created.

4th June, 1958 ~ The Depariment of the Treasury cdvised thot funds
were availablo.

9th June, 1958 - The Board was advised that funds were availedle and
nsked to issue the cortificate for the croation of the position.

27tk June;, 1958 - The Board issued its recommendation to the Governor—
Gonerel for the creation of the position.

3rd July, 1958 - Formal rccommondation submitted to the Executbive
Council for the creantion of the position.

19th July, 1958 - Executive Council approvod the oroation of the
position,

7th August, 1958 - Provisional promotion of tho successful applicant
was notified in the Gazeito.

S5th _September, 1958 - The provisionnl promotion wes confirmed and the
Department to which the officer was ettached wos asked to roleacse
him for duty.

21st October, 1958 - Tho officar was released for duty in the Depari-
mont and by errangement with the Boord he immediantely cttended at
& training school (2 woeks) on financial management conductod by
the Public Service Board.

Jrd November, 1958 -~ The officer commenced duty in tho Departmont.”



