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Section 8 of
as follows:—

DUTIES OF THE COMMITTEE

the Public Accounts Committee Act 1951 reads

8, The duties of the Committee are —

(a) o

(b) o

(e) o

(a) to

examine the accounts of the receipts and
expenditure of the Commonwealth and each
statement and report transmitted to the
Houses of Parliament by the Auditor~General
in pursuance of sub-section (1.) of section
Pifty-three of the Audit Act 1901-1961;

report to both Houses of the Parliament,
with such comment as it thinks fit, any
items or matters in those accounts,
statements and reports, or any circumstances
connected with them, to which the Committee
is of the opinion thet the attention of the
Parliament should be directed;

report to both Houses of the Parliament

any alteration which the Committee thinks
desirable in the form of the public accounts
or in the method of keeping them, or in ‘the
mode of receipt, control, issue or payment
of public moneys; and

inquire into any question in connexion with
the public accounts which is referred to it
by eilther 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
SIXTY-SIXTH REPORT

IHE REPORTS OF THE AUDITOR-GENERAL ~ FINANCIAL YEAR

1962/63

PART I
CHAPTER I -~ INTRODUCTION

Your Committee have referred in past Reports to
the duty imposed by the Public Accounts Act 1951 to
examine and comment on each Report prepared by the Avditor-
General pursuvant to Section 15 of the Audit Act, afier its
transmission to the Houses of +the Parliament., ZEach year
since 1959 we have conducted a separate series of ennual
enquiries relating specifically to matters raised in each
Report of the Auditor-General.

2. The Report of the Auditor-General for 1962/63 was
presented to the Parliament on 15th August, 1963, and the
Supplementary Report on 30th October, 1963.

3. On 21gt August, 1963, Your Committee (the Fifth
Commit'tee) discussed with the Auditor-General a number of
items on which he had commented in his Annual Report.
Subsequently, written explanations were obtained from
certain Departments and, after further consideration, Your
Committee decided to investigate in detail matters referred
t0 in the following chapters of Part I of this Repoxt.

4, Our investigations were made at a series of public
hemrings held on each Tuesday, 8th October, 15th October
and 22nd October, 1963, We were agsisted in our enquiries
by the following witnesses:-

8th October, 1963:

Department of the Interior - Mr. D. M. ILalor,

Finance Officer.

Mr. J. Sharpe,
Officer-in-Charge,
Education Section.

Mr. D, W. Shoobridge,
Director of Parks and
Gardens.

15th October, 1963:
Department of Territories - Mr. L. L, Glllespie,

Aggistent Administrator,
Noxrthern Territory

Administration.
22nd October, 1963:
Department of Supply - Mr, J. J, Delany, Manager,
Commonwealth Clothing
Factdrya

Mr. D. J. O'Connoxr,
Assistant Secretary
(Finance)

Stores Supply and - Mr, F. R. McNemara, Chief
Tender Board Executive Officer.



Se The sudden dissolution of the Twenty-Fourth
Parliament late in 1963 did not allow sufficient time for
consideration by the Fifth Committee of matters commented
on by the Auditor-General in his Supplementary Report.
However, following the appointment of the Sixth Committee
early in March, 1964, these matters were discussed with
the Auditor-General on 17th March, 1964, and after
consideration of written explanations which were obtained
from certain depariments Your Committee decided to
investigate in detail the matters referred to in Part II
of this Report.

6, Our investigations were made at a series of publie
hearings held on Thursdey, 19th March, Friday, 20th March,
Tuesday, Tth April and Tuesday, 14th April, 1964. We were
assisted in these enquiries by the following witnesses:-—

19th and 20th March, 1964:

Department of Trade and -~ Mr. D. 0. Dickinson,
Industry Director, Establishments
and Finance.
Mr. K, P, Jorgensen,
Finance Officer.

20th March, 1964:

Department of Primary -~ Mr. B, C. Barlow, Land
Industry Settlement Officer.
Mr. T. T. Colquhoun,
Assistant Secretary,
War Service Land
Settlement Branch.

Tth and 14th April, 1964:

Department of ~ Mr, C., E. Reseigh,

Perritories Assistent Secretary
(Social and General
Services)

Mr. W. H. Scott,
Agsistant Secretary
(Finance and Economica)

CHAPTER II - DEPARTMENT OF THE INTERIOR

(a) Advances for the Purchase or Construction of Houses.

T. Paragraph 192 of the Auditor-General's Repoxt for
1962/63 contained the following comments:-

"During 1962/63 the Commissioner approved 492 new
loans (228 in 1961/62), The number of houses under
mortgage to the Commissioner at 30th June, 1963, was
1,701 %1,209 at 30th June, 1962). The balance of
noneys owed by borrowers was not available from
departmental records at the time of compilation of
this Repoxri.
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The liability of the Commissioner at 30th June,
1963, in respect of moneys made available by the
Commonwealth and lending institutions was -

Source of PFunds Balance
Outstanding

£
Consolidated Revenue Fund and Loan Fund, 2,684,346
Commonwealth Savings Bank .. .. +u .. 472,433
Private Banks .. +e ve 40 ee ae as 381,051
OBher v+ 44 oe 4we o0 a2 s we .. 905,000

Tobal v v we ee e ee e . 4,442,830

During 1962/63 financial statements of the
transactions of the Commissioner for Housing as at 30th
June, 1962 were made available for Audit examination.
The statements have been twice returned to +thé
Department for amendment. If available, further
comments on ‘the financial stafements as at 30th June,
1962 will be made in ‘the Supplementary Report.!

8. A written statement submitted by the Department of
the Interior explained that prior to 30th June, 1962, the
annual statements in respect of the A.C.T. Housing Trust
Account were simple statements of balances but, as at

30th June, 1962, a Trading Statement and a Balance Sheet
were prepared for +the purpose of reflecting the actual
results of Housing Loan transactions, The first Balance
Sheet, as at 30th June, 1962, was forwarded to Audit on
18th September, 1962, and subsequently became the subject
of geveral Audit queries ~ some relating to errors of

past years which had been thrown up and others relating

to matters of principle which were later referred for

legal opinion. Coinciding with preparation of the first
Balance Sheet a new accounting system which had been
recommended by 2 joint Public Service Board and Departmental
Organisation and Methods review was introduced. Audit
indicated that the new procedures would not satisfy their
requirements for future Balance Sheets. Investigations
were then carried out to determine an accounting system  Exhibit
which would meet Interior and Audit needs and a system No.66/1
similar to that in operation at the War Service Homes
Division was agreed upon. Approval to introduce the

new system has been obtained, It was explained also

that calculation of the figure "amount owed by

borrowers" to 30th June, 1963, would be possible once

Audit accepted the amended Balance Sheet as at 30th

June, 1962,

9. iir, D. M. Lalor, Finance Officer, Department
of the Interior, explained to Your Committee why,
under the current accounting system, it had not been
possible to provide a figure for the item "amount
owed by borrowers" to 30th June, 1963 -

"(Mr. Lalor).......The need for this particular item

was not considered in relation to the new type of
statements we proposed to prepare, namely, Balance
Sheet and Trading Statement of the operations.
Consequently, the system that wes in vogue did not

set up control accounts or proof accounts to enable

us to go to a card and determine the actual

balence., It means that the system that was in Q.3
vogue disclosed a theoretical balance provided that
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instalments were paid on due dates. If the
instalments were not paid on the due dates a
penalty interest was incurred and this, plus the
arrears, was manuelly posted on the back of the
card, To enable us to obtain this figure we

would have had to satisfy Audit on every calculation
that was done, A+t this stage, not having got the
30th June, 1962, Balance Sheet certified by Auwdit,
we have been unable to proceed to determine the
amount owed by borrowers at 30th June, 1963. The
Balance Sheet for 30th June, 1962, has now been
presented to Awdit, adjusted in accordance with
the errors that were brought to notice, and that
is' now with Auvdit awaiting their certification.
When we have been advised of that certification we
can prqceed to set up this 30th June, 1963, Balance
Sheet."

10. The Audit observer, Mr. A, K. Ragless, Senior
Inspector, advised that -+the Balance Sheet at 30th
June, 1962, would be acceptable to Audit -

"(Mr. Regless) I think the Committee would be
pleased to know that the Balance Sheet for 30th
June, 1962, will be acceptable bo Audit. I
think the Department will have official
notification of that shortly. I think Mr. Lalor
has covered the situation adequately. The
necessity for these financial statements stems Q.37
from & Cabinet request that the need for
financial statements in relation to housing in
Canberra should be investigated, and all sorts

of problems came to notice during the examination.
It has just been a matter of thrashing them out."

1. Mr. Lalor stated that, taking into account

the need %o change over to a new accounting system, it
should be possible for the Department to produce, Q.5
within three months, a Balance Sheet as at 30th

June, 1963,

i2. Mr. Ragless indicated that the action which

had been teken to resolve the difficulties should, Q.42
in Afuture, make the Balance Sheet generally acceptable

to Auvdit.

13, Your Committee point out that much time and
expense could have been saved had the accounting
procedures evolved by the joint Public Service Board
and Departmental 0, & M. review been referred for
Audit comment prior to their introduction. We accept
the assurances that the unsatisfactory features have
now been removed from the accounting procedures and
look t0 a more favourable report by the Auditor-
Generzl in respect of 1963/64.

{(b) Accounting.

14, In paragraph 192 of his Report the Avditor-
General commented -

"The need for annual submission of audited
financial statements covering the Commonwealth's
investment in dwellings in the Australian
Capital Territory was referred to at paragraph 51
of the 1957/58 Report,
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My 1961/62 Report mentioned the formetion of
an inter-~departmental committee to examine and
to report to the Minister for the Interior on -

(a) the feasibility of introducing a suitable
system of accounts for administrative
purposes and for public accountability
needss and

(b) +the cost of such a system end staffing
involved,

As requested by the committee, the Audit Office
has furnished comments end suggestions on the pro
forme accounts for rental housing and sales of
houses to tenants. The owbcome is awaited."

15, In a statement to Your Committee the Department
of the Interior advised:~

“"The inter-departmental committee examining this
matter is comprised of representatives of the
Department of the Treasury, the Department of
the Interior, and the Public Service Board.

The committee has made some progress in its
deliberations. A further meeting has been
arranged for the 27th September. An invitation
has been extended to a representative of the
Avditor-General +o attend this meeting."

16, In further explanation of the departmental
statement, Mr. Ialor disclosed that the inter—
departmental committee had been set up following a
Cabinet minute of 6th September, 1961. The
comuittee first met in May, 1962, and had held
several meetings since that date.

17, In reply to a question, Mr. Lalor referred to
several matters which had been considered by the
comnittees—

"(Mr. Ialor) A form of accounbing was
established based on the New South Wales

Houging Commission system of accounting and

this was referred to the Audit Office for comment,
The Audit Office and the Department have had
digcussion on several items, such as the total
amount of rents wveceivable during the year; the
question of rebates of rental; at what value
the house should be taken in the accounts - the
rebatable value or the original capital value;
whether the system would have regard to repairs
and maintenance provisions; how good the records
were and how adeguate they were in past years

to enable us to determine ‘the position at
present and the difficulties in determining
liability to Consolidated Revenue for the
opening entries in the Balance Sheet. That would
cover generally the principal items discussed."

18, The witness advised further that, although
finality had not been reached on any of the matters
mentioned, it had been decided that a working party

Exhibit
No0.66/1

Q.53
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should be established to examine these questions more
closely and to determine what records were available

on which to base a system of accounts, how accurate

the records werc and, if necessary, proceed to the

point where Audit would be in = better position to Q's 54
indicate whether it could certify any balance sheet to 56
that was prepared from the proposed system. To dnte,

the committee had made no recommendations to the

Ministers but its present aim and intention was to

have a balance sheet produced or a form of accounting
decided upon by the end of the current financial year.

19. It is 2 matter of congiderable concern to Your
Committee that, although the matter was drawn to the
attention of the Department by the Auditor-General in
his 1957-58 Report, action has not yet been completed to
provide anpual sudited financial statements covering the
Commonwealth's investment in dwellings in the Australian
Capital Territory. Agreement having been reached that

a suitable system of accounting was to be instituted, it
seems reasonable that the Auditor~General's requirements
should have been met well within the time which has now
elapsed. Your Commlttee have noted the recent progress
of the inter-departmental committee and trust that the
entire system will be implemented and acceptable
statements submitted to the Auditor-General to obviate
further adverse corment,

(c) Hotels and Guest Houses.
Leased by the Department of the Interior.

20, In paragraph 193 of his Report for the year
ended 30th June, 1963, the Auditor-General commented:~

Departmental finencial statements for the year
ended 30th June, 1963 revealed an overall excess
of receipts over expenditure of £4,483. However,
the statements do not inelude provision for
interest on capital (£13,739) and depreciation
of buildings (£3,938) in accordance with a
Treasury requirements that costs brought to
account should include interest at 5 per cent,
per annum and depreciation at 1% per cent, on
the capital cost of the properties."

21, The Department stoted in a written explanation

that, in response to the Treasury recquest for inclusion

of details of interest and depreciation charges, the
Department had for the years 1959/60 and 1960/61

included the respective amounts in the Income and Exhibit
Expenditure statements. For the years 1961/62 and No.66/1
1962/63, however, the financial statements had been

presented in the form of statements of Receipts and

Payments with the amounts which would ve appliceble

for interest and depreciation calculated and noted

at the foot of the statements. Coples of the financial
statements have been forwarded to the Treasury ench

year without objection being raised by that Department.

22, In reply to 2 question seecking the Department's
reagon for altering the form of the financial state-
ments, the witness, Mr. lalor, stated:—

"(Mr, Lalor) Prior to this it wes submitted as
an income and expenditure statement but the
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Department felt that thcse statements did not

fulfil the accounting requirements because they

were more in the nature of receipts and payments.

In either case, neither of them fulfilled the Q.64
full technical accounting requirements of

either statement and that was why it was

decided that this should be done as a notational

entry only on the statement."

23. Mr, Inlor indicated that the Treasury had not

been consulted by the Department of the Interior Q.65
prior to the introduction of the amended method of
presentation.

24, We were informed by the Treasury observer,

Mz JStokes, Senior Finance Officer, that the Department
of the Treasury had overlooked Interior's change to a
receipts and payments statement and that Treasury would
prefer to see the previous form of the statement
maintaineds:~

"(Mr. Stokes) The Treasury did request the
Department of the Interior, on 14th December, 1959,
that the costs brought o account should be shown,
including interest at 5% per annum and
depreciation at 13%, on the capital cost of
properties. We had in mind that a proper income
and expenditure statement should be prepared and Q.66
that, in fact, was done, But we would still
prefer an income and expenditure statement

rather than the present form of the financial
gtatement, The fact thet the Department has
switched over to a receipts and payments

statement was wnfortunately overlooked in the
Treasury. We would still prefer to have the
previous form maintained.?

25, The Audit observer, Mr. A. K., Ragless, indicated
thet the form of the statement was more a matier for Q.72
Treasury than for Audit. The Audit's role was

simply one of drawing attention to 2 requirement which

"has not been observed literally".

26, Mr. Stokes informed Your Committee that now

that the matter had been brought to attention, through Q.79
the Auditor-General's Report, Treasury would pursue

it further with the Deparitment of the Interior.

27, Mr. Lalor expressed his personasl view thet
the statement was not one of receipts and payments
nor of income and expenditure. It was unlikely that
Interior would raise serious objections as to its
form of presentation:~

"(Mr. Lalor).......It would be more accurately
described, perhaps, as a statement of affairs.
Some of the items on the expenditure and
payments side, while not beyond our control,
are not recorded in the Department of the
Interior's set of accounts., They are
expenditure incurred by the Department of

Works on the maintenance side. Therefore, in
my mind, technically it does not fit a receipts
and payments statement nor does it fit an Q.81
income and expenditure statement because, while
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an income and expenditure statement takes into
account accruals, in this case the interest,
whilst it may be an accrual, is not paid.
Therefore I congider this 1s not an accrual.

It is not legelly payable. Therefore it is not
an income and expenditure statement. It is
probably a statement of affairs, Bubt I do not
think the Department will raise any serious
objections as to how it is to be presented.”

28, From the evidence, it is apparent that the
Department did not seek the assistance of specialist
advisors available in the Treasury and Audit Office.
Your Committee are of the opinion that all departments
instituting or seeking significant amendments to the form
of financial statements should obviate possible error or
criticism by seeking endorsement of their proposals by
the Treasury. The fact that the Department's change in
the form of presentation of accounts was overlooked by
the Treasury was surprising to Your Committee.
Corrections as requested by the Auvditor-General should
be acted on with much more alacrity and, whilst noting
that follow-up action is in hand by the Treasury, Your
Committee express the firm hope that action will be
completed before the next financial statement is
submitted,

(d) Parks and Gardens Scetion, Canberra,

29. Paragraph 194 of the Auditor~General's Report,
1962/63, contained the following comments:-

"A recent Audit examination of revenue,
expenditure, stores, costing and accounting of
the Parks and Gardens Section disclosed defects
in the internal procedures and controls.
Instances came under notice of delays in raising
charges, fallure to raise charges and lack of
systematic recovery procedures are evident, in
respect of recoverable maintenance services.

Except for recoverable work estimated to cost
more than £200, there is no system of detailed
costing; consequently, no proper basis exists
for the review of estimntes and costs of all
work performed.

No adequazte form of register of assets has been
egtablished and maintained for building, &c. under
the control of the Parks and Gardens Section.

The above matters were referred to the
Department for atitention and I have been
informed that departmental action and investigation
is in course to improve the accounting and to
provide more effective control."

30. The Department admitted its continuing

concern at the matters raised by the Auditor-General
but stated that they had not been overlooked. The
difficulties have arisen largely out of the accelerated
development of Canberra in recent years with its



-4 -

consequent incrcase in areag of developed parkland.

Staff limitations had not ailowed supervision, Exhibit
management and accounting fneilities to be expanded No.66/1
commensurately., Because of o lack of clerieal

ability at the field level where charges are

initiated, direct costing methods have proved

difficult to implemen®. Those difficulties led ta

the introduction of a sysbem of unit costr, as an

interim measure, Steps have been +aken to strenghhen

the staffing of the Finanee Branch of the Department

and priority will be given %o the investigation of

costing, revenue znd wiher accounting procedures

rolated to the Parke and Gerdens Section. The

Department maintains an inventory of Buildings

(indicating size, location and types of

construction) under the ontrol of the Parks and

Gardens Section,

31. We were informed by Mr. D. V. Shoobridge,

Director of Parks and Gardens, Department of the

Interior, that the area of parks and gardena under Q's 86
the control of his Section is ~urrently in she region <to 90
of #,500 acres, The area had probally trebled in the

past five years, 1,100 anies having been added in the

lagt financial year alone.

32. Mr, Shoobridge explained tha’ fhe bulk of
expenditure recoverable under Division 766/3/01 was
in respect of developmenlbal work carried out by the
Section on behalf of the Naiicnal Capital Development
Commissions—

"(Mr, Shoobridge) This, nf course, is

primarily development expenditure initiated by

the National Capitel Deveiopment Commission,

which hes the financial obiigation for the
development of Canbecrra, We are purely concerned
with the maintenance expenditure plus 2 small item
of £60,000 ox £70,000 for specifin development.
AlL expenditure oo development, and this Q.96
amounted to £350,000 in the year under review, is
recoverable before 30%h June and shows as an
expenditure agaiast “he Commission’s fundns asg

at 30th June. There i~ none carried through
from 30th June., Our accounss with the Commission
are balanced prior %o 30th June,"

33. The Treasury observer, Mr, S. G. Herring,

Chief Finance Officer. comzmentel on the absence of a
notation against Division 765,/3/01 to indicate that
amounts recovered may be credited to this appropriation:-

"(Mr. Herring) It is offen customary to have a
note in some par+s of the Estimates that amounts
recovered may be credited to -the appropriation.

I do not know why in this case there is not a
note against Division Jo. 766/3/01, but there is
authority for recoveries during the financial
year to be credited *o expenditure. That
authority is in ihc Auiit Aet., T cannot explain
why that note 28 no% here st the moment, but
this general question of deductions in the
Estimates is one to which Mr, Hewitt referred the
other day in Jizcussions with the Committee when Q.97
he saild we are hawving & rsich closer look at this
all round. T will roke ¢ aoje of this Division
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and Ttem number to see that this is covered in
the general review we have of this matter.®

34, With reference to the stated lack of an
adequate form of register of assets further
information was sought from the Audit obaserver,
Mr., 5. A, Huntley, Senior Inspector. We were
informeds -

"(Mr. Huntley).......I% 19 just that they do not
record everything. For example, there is no

adequate record of the watering systems at the
Yarralumla Mursery. We do not say there is no Q. 104
record; we meintain that there is no adequate

record. There is no asset register from which

you may check to sce that everything purchased

of an asset nature has been brought to sccount

against the Parks and Gardens Section,"

35. Heving regard to the accelerated development
of Canberra in recent years and the need for the Parks
and Gardens Scction to keep pace with that expansion,
Your Committee find it difficult to understand why
action was not taken at an earlier date to provide
adequate accounting facilitics and to revige existing
accounting procedures, It is particularly difficult
for us to appreciate the apparent inability of the
Department to expand a register of assets even in
times of rapid development. We accept the Department's
agsurances that the costing, rovenue and other
accounting procedures related to the activities of the
Parks and Gardens Section will now be given priority
in a programme of investigation and revision and we
hope that the Auditor-~General will be able to report
more favourably in future years.

(e} Furniture and Eguipment in Public Schools.

36. In paragraph 196 of his Report for 1962/63 the
Aunditor-General stated:-

"Public schools in the Australian Gapital Territory
and the Canberra Technical College are, by
arrangement, staffed and administered by officers
of the New South Wales Department of Education,
Expenditure on scrvices rcndered by that State is
charged to Division No. 766-5, Items 07 and 08,

The provision of furniture and equipment is met
from Division No. 980, Item 03, and the Department
of the Interior is responsible for the stocktaking
of such assets, It was mentioned in my Report for
1961/62 thet stocktakings had not been effected
for several years.

During 1962/63 the Department commenced
stocktakings and the keeping of accounting records
of furniture and equipment based@ on procedures
observed by the New South Wales Department of
Education, However, Audit review of the
inventories and related accounts prepared to date
disclosed a number of defects, including
inadequacies in the identifipation of equipment,
location descriptions and omissions in recording
of items. These matters were referred to the
Depaxrtment.
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The Treasury has informed the Department that
rules for the accounting, management and control
of the stores in question should be prepared and
submitted for Treasury concurrence; further, as
it appears that reconciliation with former
records will not be possible, it will be
necessary for Treasury approval to be given for
the stocktoking results to be used as a basis
for future stores recording.

37. In a writton submission to Your Committee the
Department of the Interior stated:-
n

R R R Y R R R R

Following full and careful consideration of all
agpects the Depariment has concluded that the full
procedures for the control of furniture and
equipment in the meny public schools in New
South Wales as laid down by the N.S.W. Department
of Education and accepted by the State Auditor-
General and State Treasury should be adequate
for the comparatively few schools in the Territory.

The procedures laid down by the State Exhibit
Department are dealt with fully in the No.66/1
Handbook of Instructions available to all
members of the teaching staffs of the schools.

This Department is in no position to instruct
the N.5.W, teaching staff to carry out any
additional duties,

In 2 memorandum dated 13th August, 1963, the
Department of the Treasury was approached for
approval 0 accept in toto the proccdures for
the control of furniture and equipment in A4.C.T.
schools as laid down in the N.S5.W. Education
Department Handbook of Ingtruetions,

The Department of the Treasury has since been
supplied with a copy of the Handbook of
Instructions and is eurrently considering the
matter,"

38. Purther clarification was sought from
departmental witness regarding the difference between
the procedures laid down by the New South Wales
Education Depariment and those reguired by Commonwealth
authorities. We were advised by Mr., J. Sharpe, Officer-
in-Charge, Education Section, Department of the
Interior:~

"(Mr. Sharpe) New South Wales introduced a system
of plent registers which were simply a matter of
local control. The registers were compiled to
record equipment supplicd to the school, equipment
donated by parents and citizens associations and
equipment obtained from any other source. We in
Canberra followed suit and introduced plant
registers. At present they are in use in 21l
schools but one phease of the New South Wales
system is different from Commonwealth require~ Q. 114
ments - there are no ledgers. Heed Office
controls ledgers. The plant control registers

are kept at the schools and they are inspected
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by the visiting district inspectors. Nobations
are made by the principal of the school as he
receives the equipment and they are test checked.
Under the New South Wales system a handbook is
distributed to every teacher which we must assume
has been passed by the State Troasury and the
State Auditor-General relating to the control
and management of stores in all New South Wales
schools., We understand that the handbook issued
by the New South Wales Department of Education
is the teachers' bible as far as stores management
a2nd control is concernecd."

39. My, Sharpe stated that if the Commonwealth

system of conirols was introduced functions which at Q's 124
present are carried out by school staff would then to 124
have 4o be performed by Commonwealth staff made

available by the Public Service Board.

40, In reply to questions Mr. Sherpe disclosed that

a start was made on the sompilation of plant registors Q's 136
in August, 1962, and that no records of +this kind & 137

were maintained prior 4o that date.

41, It is a matter of considerable concern to
Your Committee thet stockbtaking inadequacies whieh
were referred to by the Auditor-General as far back
ag his 1961/62 Report should 2gain be the subject of
adverse esomment. Ve note that the Department has
recently approached Treasury with & view to obtaining
approval to proposed procedures and trust that the
matter will be brought to a satisfactory conclusion
sufficiently soon to avoid further comment by the
Avnditor-General in 1963/64.

CHAPTER IIT ~ DEPARTMENT OF TERRITORIES

(a) Sundry Debtors

42, Paragraph 184 of the Auditor-General's Report
for 1962/63 contained the following comment in respect
of Sundry Dentors in the Northern Territory:-

"As at 30th June, 1963, outstanding accounts
btotalled £156,524 (£152,702 at 30th June, 1962)
being mainly for electricity supplies (£103,9515,
water supplies (£13,530) and sanitation services
(£9,883),  The Administration is conscious of
the need to reduce the outstandings and action
is continuing."

43, We were informed by the Deparitment that debite

raised during the month of June, 1963, included £101,337

for eleotricity and £17,764 for water supplied, The

amount outstanding in respect of electricity charges

raised in April and May, 1963, was less then £3,000.

The only lerge outstending electricity account was one

for £14,000 which has been outstanding for a number of

years but negotiations are proceeding to liguidate this

debt by the purchase of power lines owned by the dcbtor Exhibit
and required by the Administration. The amount No.66/2
outstanding for water was slightly higher then normal,

due to the fact that the rate had not been declared



- 18 -

wntil December which did not allow sufficient time
for billing and completion of recovery action prior
‘to the close of the financial year. The amount
outstanding for sewerage services appeared high but
the respective Ordinance does not allow recovery
action to be taken until six months after the charges
are raiscd. Miscellaneous debwors included
approximately £5,000 advanced under the Mining
Ordinance by way of assistance to miners which is
repayable from the proceeds of mining ventures.
Referring to action taken by the Department for the
recovery of outstanding accounis it was stated thats-

"The Administration by a rigid policy of

disconnection of electricity and water for non

payment of accounts has maintained the Exhibit
outgtanding accounts for these uwtilitieas as No.66/2
low as possible and the bad debts at 2

negligible amount. This policy is being

continued despite consiant criticism from the

local press and pressure from the elected

members of the Legislative Council."

44, The departmental wiitness, Mr. L. L. Gillespie,
Agslstant Administrator, Northern Territory

Administration, pointed out that the amount outstanding

in respect of eleciricity war approximately equal to Q.153
one month's charges only. He did not consider this

to be unreasonable as $he normal process of recovery,
prior to recovery, extended over three or four weeks,

Mr. Gillespie stated that, in Darwin slonec, Q'
approximately 2,000 conrumers are serviced with &
electricity and that very few of the outstanding
accounts exceed £200 or £300, the bulk of the
outstandings being comprised of small ascownts.

45, Mr. Gillesple referred o the fact that the
water rate had been deciared somewhat later than
normal, and stated:—

"(Mr. Gillespie) A recommendation has to be

made by the Adminisiration to the Administrator's
Gouncil. I cannot reaall clearly but I have an

idea that the recommendation was made at one Q.178
meeting of the Council and I think *he Council

deferred the matter until the next meeting,

which did cause some delay, I think the

Administration might have heen a little late

in making its recommendation in the first place.”

The rate is normally declared about October. Q.180.

46, We were informed that recovery action in

respect of sewerage and garbage services nccounts is  Q.203
not ag straight-forward as in the case of electricity

and water charges, Because of the possible

implications for public health, it was not always

possible to act promptly to discontinue these

services, This appeared o be the main reason for

the larger amounis oubstanding.

47, Referring to the advances wnder the Mining Q's 190
Ordinance, Mr. Gillespie stated that this is a means to 192
of agsisgting small operators and encouraging mining

in the Territory. There appeared to be not much

chance of non-recovery of advances because the
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advances are payable only againat ore produced.
Advances are repaid upon sale of the ore.

48, Your Committce note that the Department appears
to be taking appropriate action to recduce the amount
of outstanding accounts and trust that the Auditor-
General's Report for 1973/64 will reflect the success
of this action,

(b) Assets and Property Register.

49, Paragraph 184 of the Auvditor-General's Report,
1962/63, also combained the following comments-

"The implementation and maintenance of an Assets
and Property Register hes been the subjeet of
oorrespondence with Northern Territory
Administration for a considerable period.
Although certain departmental action has been
taken and is continuing, the Register, at 30th
June, 1963, was not complete or accurate."

50. The Department indicated the provlems invelved
in the maintenance of the Register and referred to
action which is being taken fo overcome them:-

"The problem that exists arises from the fact that

over 2 long period the Assets and Property Register

fell seriously into arrears and because of the

time lapse it is now a @ifficult task to compile

a complete list of assets and property. In Exhibit
particular it is difficult to establish the No,.66/2
cost of bulldings completed many years ago as

gome of the earlier records are not easily

located,

Apnother difficulty that has confronted the
Branch which is responsible for keeping the
Agsets and Property Register is the inadequacy
of the existing staff to cope with the task of
overtaking arrears which accumulated over a
period of many yeers,

Steps have been taken to improve the steffing
position and a2 proposal for increased staffing
is at present under consideration by the Public
Service Board.

The Assebs and Property Register is estimated
to be approximately 50% to 60% complete at
present, and every effort is being made ‘o over—
take the arrears. The existing procedure is
being reviewed and it is expected that when the
arrears are overtaken a procedure will be
implemented which will avoid further difficulty."

51 Mr, Gillespie informed us that the Register

had been in arrears for many years; there was some doubd
whether it had ever been up to detec. The unsatisfactory

state of the Register had first been brought to notice Qts 209

about eighteen months ago as the result of an Aundit & 210
query,
52. The witness was questioned on steps that had

been taken to secure staff to carry out the necessary
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work, We were informed:-

¥(Mr, Gillespie) We made application to the
Public Service Board for a temporary position,

+to tackle this work on the Assets and Property
Register, The application was approved by the

Board and the position has been filled. More Q.215
recently we asked for permanent provision to be

m2de for this work and that application is

under consideration. However, that is not

holding up the work because we have the

temporary position, which has been £illed,"

53, Mr. Gillesple stated that there was no

problem so far as current entries are concerned as

the information is available, However, some of the Qs 211
bulldings were constructed many years ago and, in & 216

respeet of these, the cost and other details were not
always readily available, Asked whether, in his opinion,
it would be possible to compile the Register which would
be in accordance with the requirements of existing
Treasury Regulations, Mr. Gillespie replied:~

"(Mr., Gillespie) I think it is possible to compile

a reasonably accurate Reglster of Assets; but I

do not think that we will ever get to the stage

of being absolutely 100 per cent. accurate, Q.227
because of missing records in relation to the

past., But it is possible to compile a reasonable
Regigter. Even if we only meke a complete list

of the buildings that we own and put an assessed

value on those for which we camnot find the actual
cost, that would viritually serve the purpose.®

54. The Avdit observer, Mr. A, K. Ragless,
commented on the position:—

"(Mr. Ragless)........This matter is a long

standing one and a very difficult one. 4udit
appreciated the problems that are involved in Q.217
this, where information is required in relation

to oubtlying properties and, in many cages,

records going back many years. We feel that the
Adminigtration is tackling the problems to the

best of its resourses.®

55 The Treasury observer, Mr, Herring, informed

us that until the comment appeared in the Auditor-

General's Report for 1962/63 Treasury had been unaware

of the position., Treasury had given instructions on Q.218
+the Asset Reglster and there was no suggestion that

the instructions had not been complied with, However,

the recording of extras in the register had fallen into
arrears.

56. Your Committee accept the Department's
assurance that steps are being taken to attend to the
unsatisfactory features referred to by the Auditor-
Generals We trust that effective progress will be made
in this matter in the course of the current financial
year.
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(¢) Construction of Dwellings Financed from
Capital Works and Services Vote.

57, Paragraph 184 of the Auditor~General's Report
1962/63 contained the following comment in respect of
repairs and maintenance of rented dwellings owned by
the Commonwealth:~-

"In 1962/63 £532,014 was expended from Division
No. 975, Item 01, on this form of assistance
(£593,127 in 1961/62).

Comparative figures are -

1962/63  1961/62

Number of Tenants .. . 1,273 1,180
Rentals received .. .s £196,636 £172,020
Expenditure on major repairs

and maintenance to

Commonwealth dwellings .. £75,118 £82,157

Number of former tenants
purchasging houses .. .o 97 19

Principal and interest owing
to the Commonwealth .. £528,892 £438,150

The delay in effeeting neeessary repairs and
maintenance to rented dwellings has been
mentioned in previous Reports. Audit has been
informed by the Administrator that due primarily
to the failure to secure an inercased appropriat-
ion for repairs and maintonance of rented
dwellings the five yezr maintenance programme
referred to in my 1941/62 Report did nob commence
in 1962/63, The estimated cost of overdue repairs
and maintenance is substantial.™

58, In a written statement submitted by the Department

of Territories we were informed that construction and
maintenance of dwellings owned by the Administration

is carried out by the Depariment of Works, The Works
Department estimated that arrears of maintenance work
outgtanding would cost about £215,000, and that the

amounts required annually to overtake the arrears

of work were £127,500 in 1963/64, £72,500 in 1964/65 Exhibit
and £15,000 in 1965/66, Additional provision would, No,66/2
of course, have to be mede for "current maintenance"

as required. An amount of £186,000 was appropriated

for maintenance work in 1962/63 and £183,947 of that

amount had been expended. Of the total maintenance
expenditure of £183,947, approximately £75,000

related to arrears of maintenance.

59. Mr. Gillespile clarified the respective roles

of the Depariment of Works and the Northern Territory
Administration, The Administration relies upon the
Department of Works to indicate what maintenance is Q.239
required and it is then Territories' responsibility to

submit the programme to Treasury. Referring to the
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amounts appropriated for this purpose in recent
years, Mr. Gillespie gvated that he regarded the
appropriations to be adequate to cope with a normal
year's maintenance but insufficient to bring arrears
up to date, Mr. Gillespie told of negotiations which
had taken place between officers of the various
interested Departments with a view to overtaking the
arrearsi—

W(Mr. Gillespie)s.......This was discuesed at
sone length. Some two years ago a full
assessment was made by an investigation officer
from head office of the Department of Works as
to how we could cope with the arrears, and as
to maintenance costs generally, At the time it
was considered that the cost of maintenance in
Daxwin was too high., Unfortunately, progress
has been a little slower than we had hoped in
implementing the recommendations of that
report, but I confidently expect that next
financial year we will be able to meke some
inroads on arrears,"

Action has been taken to reduce the cost of
meintenance. The cost of painting a house externally
had now been standardised at £20°0 compared with
estimates of up ‘to £600 which vere submitted some
years ago. The cost of frequent replacement of
wooden stairs had been up to £300 hut these are

now being replaced with me%al treads which have a

far greater life expestancy.

60. The Treasury observer, Mr, J. Hunter, Chief
Finance Officer, informed Your Committee that
Treasury had taken part in discussions which had been
held in recent years and was ro-operating in the
efforts of the Depariments of Territories and Workn:~

"(Mr. Hunter) We have taken part in these
digcusgions over the last three years. In
fact, I +hink we can elaim some small part in
initiating them. We are fully aware of what is
going on. This year, we have provided the
precise amount for overaoming arrears of
maintenance that the Department of Works
requested,"

and

*(Mr, Hunter) We believe the sysbtem now proposed
should go a long way bowards meeting existing
difficulties, overcoming arrears of maintenance
within two or three years; and providing an
adequate amount for day to day and specific
maintenance, "

61, Mr. Honter sought leave %o point out that

it was not strictly correct to say that the Treasury
determines ‘the amount of money to be made available -
the actual approprintion being a matter for
determination by the Government.

62, Your Committee share the Auditor-General's
concern at the lack of progress in overtaking the
arrears of maintennnce. Acdequate and timely
maintenance is essemvial %o the protection and

Q.244

¢.251

Q. 302

Q.309

Q.254

Q.259

Q.313
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preservation of Commonwealth property. We appreciate
the difficulbies which haTe confronted the relevent
Departments in the implementation of the proposed
five-year maintensnce programme and are particularly
concerned that efforts should be conbtinued with a view
t0 keeping maintenance cost within reasonable limits.
We trust that the combined efforts of the Depariments
of Works, Territories 2nd the ‘Treasury will result in
a rgo;g favourable Report from the Auditor-General in
1963/64,

CHAPTER IV ~ DEPARTMENT OF SUPPLY.

(a) Accounting for Clothing Factory and engine Worke
Activities

3. Referring o the produstion underinkings of the
Depariment of Supply, the Auditor~General commented in
paragreph 149 of his 1962/63 Reporti—

"The Engine Works, Port Melbourns and the

Clothing Factory, Ffouth Melbourne operate on a
commercial basis and budget for recovery of full
production costs. During the year the closing date
for the financial statements of all factories was
changed from 30th June to 31st May. Results of
operations of these two faoctories, as disclosed

by the financial statements for the period ls¥
July, 1962, to 31st May, 1983, were -

Clothing Factory - Profit £62,601
(1961/62 £148,090 profit).

Engine Works - Loss £176,020
(1961/62 £43,573 losa).

It was obaerwed that the profits of the
Clothing Factory for 1961/62 (£148,090)
represented § per cent. of manufasturing «ost.
This compared with profits of £123,325 (8 per
cent,) in 1960/61 and £51,180 (3 per cent.) in
1959/60.  Portion of the 1960/61 and 1961/62
profits were used to finance increased stock-
holdings,

Audit expressed the view to the Department
that, although exact recovery of costs could
not be expceted, the profit margin should be kept
to 2 minimum and the benefit of lower prices
passed on to other depariments. It was also
contended that surplus funds in the Trust Account
arising from profits should be paid to Revenue
and funds for any additional working capital
required, unless of a temporary nature, obtained
by appropriation.

The Department hos agreed to review its price
1list and has reduced the stocks held by the
factory. It has approached Treasury for a permanent
addition to working capital by way of appropriation
to enable the payment o Rewenue of accumulated
profits nnd to meet the needs of expanded
production.”
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64, The Department, in a written submission, claimed

that 1t should budget for a small profit even though

such profit is paid to Revenue, ap a profit target was

an incentive to more efficient production, To this end

price lists had been amended at the close of the

1961/62 financial year 2nd prices for the year

1962/63 had ween reduced. The profit of £62,601 in

1962/63 represented 3.6% on the rescorded value of

garments produced (£1,736,000), Price lists were

again amended downwards for application in 1963/64,

despite higher costs, Referring to the retention of  Exhibit
profits, the Department steted that in the years No.66/4
1959/60 to 1962/63 accumulated profits totalled

£385,497 and in the same period £401,801 was repeid

‘o Revenue,

65. Mr. J, J. Delany, Manager, Commonwealbth
Clothing Factory, explained that, as prices are set
at the commencement of the financial year, the
eventual profit is dependent upon factors which
arise during the course of the year:~

"(Mr, Delany).......The finance people concerned
with all our customer departments expect from us
a firm price to be given them for all our
commodities on Ist July every year......0n lst
July we send out price lists to 2ll customer
departments fixing a firm price for that year.
Any efficiency we make during that year becomes
profit., Over the years, I have expected at Q.322
least to improve our efficiency by 2 per cent.
each year, but at the beginning of the year I
cannot guarantee that, So we budget on what

we have actually done."

66, Mr, Delany mentioned the factors which had
influenced profits during the past three years:~

"(Mr. Delany) Taking the three years back, in
the two years in question where excessive profit
appears to have been made, they were quite big
increases (in turnover). We increased our Q.325
staff by 100 to 150 in the year, and as there
were a lot of orders, we worked <~onsiderable
overtime, By the same *oken, our expenses

did not increase to the same extent. This was
reflected in our overhead which dropped by
gsomething like 7 per cent, and this automatically
influenced our profit, Also, in those two years
we had quite a quantity of material which had
been procured through disposals. Circumstances
came about which enabled us %o use that material
on unexpected orders and this also resulted in a
profit from raw material from which we normally
did not benefit,!

67, The Clothing Factory hed slways aimed at a

profit margin of between 2 and 3 per cent. and, except

in the two years 1960/61 and 1961/62, which were subject

to the abnormal Factors mentioned above, profits have

in fact been between 13 per cent. and 3 per cent, Q.328

68. The Audit observer, Mr. A, K, Ragless, indicated
that the Audit comment had been directed at the profits
of 8 per cent. in 1960/61 and 1961/62 rather than that
of 3 per cent, in 1962/63, He added that the profit
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ratio was not the main object of the comment in the Q's 315
Auditor-General's Report which was mainly concerned & 316
with the retention of profits within the accounts,

69, The Treasury observer, Mr., A. J. Pond, Chief
Pinance Officer, stated that the retention of funds
in the account was a matter of concern to Treasury also:~

"(Mr. Pond)...,Treasury is concerned at any accumul~
ation of profits and asked the Department as late

as June to ensure that accumulated profits were

repald to Revenue, I think thet £180,000 of the Q.386
accumulated profits was paid to Revenue, leaving
something of the order of £60,000 still in the trust
account, I think that we have repeated the

request this year that this amount be repaid to

Revenue, "

70. We were informed by Mr. Delony thet in the
month of June the balance of the trust account reaches
its highest level for the year:—

"(Mr. Delany)....By 30th June, our trust account is

at the highest level for any period of the year,

From then on, as we deliver goods there are very

minor payments made against the orders because we Q.378
may have received up to 70 per cent. of the value

of the balance still to be peid because that is in

raw materi2l which we have already purchased and

put into production."

1. The witness declared that any additional working
capital which was required was obtained by way of
appropriation. Action has boen taken in the current Q. 384
year's Estimates to obtain an appropriation of £100,000

to make @ permanent increase in its working capital,

T2. We are satisfied that the rate of profit which
attracted comment by the Auwditor~General was due to

the unusuel circumstances reported by the Department.
The retention in the trust fund of portion of the annual
profite does, however, disregard the usual governmental
procedure, As the Audit Office has indicated, surplus
funds should be paid to revenue and any increase in
working capital obtained by further appropriation of
funds, unless of a temporary nature. Your Committee
believe that in this particular case Treasury should
resolve the amount for transfer to revenue, in consultation
with the Department.

(b) Costs of Maintaining Capacity of Factories.

73 In paragraph 149 of his 1962/63 Report the
Auditor-General also commented:—

"Unrecovered overhead costs and other costs
involved in maintaining the capacity of factories
to meet war production are recouped from the
appropriation, Division No. 562 - Government
Factories - Meintenance of Production Capacity.
In 1962/63 exponditure relnted to production
undertokings fron Division No. 562 wns £1,358,906
(£1,314,639 in 1961/62).

Audit examination of payments to Trust Accounts
from Division No. 562 and 576 disclosed that, in
some instances, in 1961/62 the poyments exceeded
the actual expenditure from the Trust Accounts,
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‘the result being that moneys were carried over
to the finaneciasl year 1962/63 which otherwise
would have formed part of the unexpended
appropriations as at 30th June, 1962. The
matter was represented to the Department and
corrective action was tzken in 1962/63

‘o adjust the excess payments,

4. We were informed by the Department that funds
are made available to the establishments on orders
raiscd by the Central Administration. The orders state
that funds lapse at the ocnd of the financial year.
Departmentel accounting instructions require that cl=aims
raised against these orders should be for actual
expenditure only, except that in the final 2ccounting
period of the year claims are raised for estimated
expenditure and an adjusting entry is made in the Exhibit
following period. Ho,66/4

75, When Commonwealth Aucit and Departmental
Internal Audit examiners reported thot some
establishments were crediting their Factory Trust
Accounts with the full amount of funds provided
without proper regard to expenditure, appropriate
depaxrtmental a2ction was taken. For example, at the end
of the finaneial year 1962/63 clzims were lodged only
for expenditure incurred to that date, additionel
instructions were issued to establishments emphasizing
their responsibilities, and Interal Audit was directed
to give particular attentlion to the matter in this and
subsequent years.

76, Mr. D. J. O'Connor, Assistant Sccretary (Finance),
Department of Supply, informed Your Committee that aboub

six factories were concerned in the Audit comment which  Q.394
related to funds of approximately £50,000 from Division

No. 576 and about £20,000 from Division No. 562. The
Department had recently recruited 2 team of officers

who had set up 2 centralised internal audit organisation Q.398
but, as this team had not been long in existence, the

subject of “he query had mpparently been brought to light

by 2 Commonweazlth Auvdit examination.

7. The Treasury observer, Nr. Pond, indicated that
there is no provision for a check of expenditure by

Treagury officers prior to the issuc of Warrant Authorities
for the following querter. A Trunsury officer mey, in his

own wisdom, query payments but it wns genernlly considerecd
Commonwealth Audit nnd Intern-l Auvdit examinntions were  Q.400
sufficient safeguards, & 401

8. Your Committee agrse that audit staffs should
provide an adequate safeguard ngrinst p2yment of
Commonwenlth funds in excuss of amounts properly pproved.
The rcsponsibility for sceing thnt deparimental procedures
relating to the appropriation of funds must, of necessity,
rest heavily ~nd at least initially on the Department's
own system of internal audit, We note that steps have been
taken to recruit 2 qualified and effective internnl audit
staff and that 2dditional instructions have been issued

o estblishments regarding their responsibilities in

the matter, We trust that these combined measures will
prove to be adequate in preventing & repetition of the
irregular events referred to by the Auditor~General,
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CHAPTER V - COMMONWEALTH STORES SUPPLY AND TENDER BOARD

79 Questions relating to the Boardts constitution
and related inastructions have been the subject of
comment by the Auditor-General in his various annual
Reports for a number of years past., The Auditor-
General's Reports for 1960/61 and for 1961/62 referred
to the comments made in the 1959/60 Report of the
Auditor-General which, inter alia, stated in
paragraph 48:-

"The Commonwealth Stores Supply and Tender
Board was created by Government direction in
1918, and its constitution was notified in

the Commonwealth Gazette of 5th December, 1918.

The constitution provided for the creation
of Local Boards in States other than Victoria,

A Tocal Board was established in New South P.P.No.
Wales in 19193 in the other States the Tender 50 of
Boards of the Postmoster-General'!'s Department 1960,

carry out the functions of the Commonwealth
Stores Supply and Tender Beard.

Under prcsent Treasury Instructions, the
Board 1s responsible for the purchase of all
stores, including office machines, in general
uge throughout departments and for the printing
requirements of departments which cannot be
satisfied by the Government Printer or a State
Government Printer,

The constitution and functions of the Board
have been under review by the Department of the
Treasury since 1956, together with the question
of purchasing by the Board and separate
purchasing by departments."

80, In paragreph 44 of his 1962/43 Report the
Auditor-General made the following comment:—

"Mention was made in my 1961/62 Report of
correspondence with the Board concerning the
need for revision of the Board's constitution
and related instructions. Audit views on the
natters requiring revision were furnished to the
Board in July, 1962, In reply the Treasury
recently advised that when the present backlog
of work is overtaken, the Board will proceed
with a review of its Constitution. However, at
present, certain accounting problems are being
examined with a view to designing improved methods."

81. We received from the Department of Supply a
written statement on this matter which included the
following comment:~

"The references in the Auditor-General's Reports
for 1959/60 and 1960/61 to the contemplated
review of the Constitution and functions of the
Commonwealth Stores Supply and Tender Board were
discussed with the Committee by the Chairman of
‘the Board and the Chief Executive Officer in
Auvgust, 1961,
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Following the Committee's request at those
discussions, the Chief Executive Officer Exhibit
forwarded to the Committee on 12th October, No,66/5
1961, a gtatement giving details of +the staff
position in the Commonwealth Stores Supply and
Tender Board over the previous four years. The
ghatement was given in support of the views
expressed to the Commitiee that the review of
the Constitution, whilst desirable, must be
deferred whilst the work of the Board was not
up to date.

In the intervening period, persistent efforts
have been made to obtain the requisite staff o
meet satisfactorily the Board's obligations.
Details of efforts to obtaln staff, since the
statement to the Committee in October, 1961, are
contained in the atbached statement.

Whilst there has been an improvement in the
routine work position over the past five months,
this does not mean that the Board is satisfying
all its obligations in the field of stores
procurement. Bub, if this improvement continues
it will then be possible, as notified to the
Audit Office in the Boerd's memoranda of 30th
April, 1959 and 3rd April, 1962, to examine
requirements antecedent to the review of the
Constitution, viz,, a review of the Board's wider
functions and responsibilitiesSiseececcsscsenceans!

82, On 8th May, 1962, the Department sought from
the Audit Office details of particular soncern about
the constitution of the Board. In reply the decretary
and Chief Auditor mentioned a number of instances of
the need to consider revision of the Sonstbitution of
the Board. The Department undertook to +take theze
matters into consideration when the congtitution ias
being revised. The Department supplied Your Gommiittee
with a very detailed summary of action which had been
taken during the paat three years in an effort %o
bring the Board's staff up to current requirements.

83, The Chief Executive Officer of the

Commonwealth Stores Supply and Tender Board, Q.413
Mr. F. R. McNazmara, appeared before Your Commitiee

and indicated tbthat he was in accord with the Audit

view that the Board's Constitution was in need of

revision., Mr. McNemsra went on to say:—

"(Mr. MeNemara),......Up to date, there has

becn no attempt to review the Constitution.

This was considered at the time of +the
Avditor-General's first Report. I think it Q.415
waes discussed at the Board. I was not associated
with it at the time. I +think a decision was
taken that there were a number of anomolies

which should be cleared up before we sitart to
review the Constitution. Quite a number of
departments were not buying their supplies
through the Board. It was decided that a review
should be made of all items which were belng
purchased by departments outside the Board to

see whether the volume and the administrative
cost involved were such that it would justify
having all these items purchased through the
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Board, A report was made to the Board
containing quitec 2 number of items which it
was suggested should now be purchased through

the Tender Board. Another category was where it
was considered that departments should not obtain

their supplies through the Board but through the
major uvser. For instance, quite a lot of
departments buy builders' hardware and it was
suggested that those departments should obtain
their supplies against contracts arranged by the
Deportment of Works, which was the major user of
that type of equipment. It was suggested that
departments requiring certain drugs should buy

against the Department of Health contracts......"

84,

The Audit observer, Mr. A. K. Ragless, commented

on the deficiencies in the Constitution znd the delays

which had been encountered in attempting to rectify
them: -

85.

"(Mr. Ragless) The matter is one which has been
long outstanding. It was first raised by the
Audit Office in about June, 1958. The reasons
given, as stated by the witness, largely concern
staffing problems. The points listed in regard
to deficiencies in the Constitution, I ‘thinlk,
were in themselves only indicative of the fact
that the whole set-up is somewhat out of date.
It was laid down in 1918 and has had only one
minor amendmont since., The present instructions
are somewhat fragmentary. I understand that the
basis of them was 1nid down in 1932. They have
been supplemented by certain subsidiary
instructions, We feel that there ls 2 need for
consolidation of the instructions 2s well 2s a
need for revision of the Constitution."

The Public Service observer, Mr. F. C. Nordeck,

expressed the view that, from a study of the relevent

papers, the staffing situation had apparently now been

met to the satisfaction of the Tender Board.

86,

Mr. McNemara, for the Tender Board, confirmed

this opinion:-

87,

"(Mr, McNamnra).......At the moment we have all

positions filled, except two vital ones which are

examiners. In this case, the Public Service
Board did not give us the classifications we
thought were necessary, We advertised the
positions and did not get anybody suitable, but
at the Board's instigation, we advertised a
second time and were able to select ‘two very
suitable candidates, So ‘the classification hes
proved to be adequate to get occupants for -the
job. Generally speaking, the staffing position
of the Stores Supply and Tender Board is quite
satisfactory and the work is up to date for the
first time for a long period."

Whilst the way had now been cleared for a

review of the Constitution and related instructions,
Mr. McNamara pointed out that some major problems could
be expected to be encountered in the course of such a
review., The constitution as laid down in 1918 would
be found to conflict with certain statutory authorities.

Q.422
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For example, the constitution set down that nobody
has authority to purchase anything except with the
Board's approval. The Supply and Development Act, on
the other hand, imposes the full responsibility for
purchasing for the defence group on the Contract Q.424
Board of the Depexrtment of Supply. When the
revision is commenced the repercussions are likely
to be fairly widespread. This was one of +the
considerations which had influenced the Board to
defer consideration of a review until & more
opportune time.

88, Your Committee are not satisfied that
reasonable steps have been taken to meet the
Auditor-General'!s repeated criticisms and we intend
to direct our efforts towards an early review of the
existing position in relation to the points raised
by him,

PART IT
Supplementiry Report of the "Auditor—General, 1962/63

Chapter VI - Department of Trade.

89. In paragraph 13 of his Supplementary Report for
the financial year 1962/63 the Auditor~General commented:-—

"Audit represent2tions were made during the year to
the Depariment of Trade concerning defects noted in the
financial controls exercised by that Department over
the receipt and expenditure of public moneys.

The principal unsatisfactory features related to -

(a2) the lack of supporting documents and the
inadequate examination of vouchers relating to

expenditure incurred and revenue received at overseas

pogts;
(v) the recording n~nd adjustment of temporary advances;

(¢) the reconciliation of amounts paid from Special
Appropriations with related amounts of revenue
collections; and

(a) the recording and recovery of debts due to the
Dopartment,

Concern was also expressed by Audit during the year
at the continued employment of the internal auditor on
other duties nd the consequent cessation of internal
audit checks as prescribed,

The Department has advised of action faken or
proposed to remedy most of the defects brought to notice
by Auwdit, and a recent review indicated improvement in
several features of the accounting. The unsatisfactory
position was atiributed by the Depariment largely to
staffing difficulties, Pending completion of a
departmentel investigation into staffing requirements,
the Public 3ervice Board provided temporary assistance."
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90, The Department c¢laimed that the unsatisfactory
features referrcd to were "largely attributable to the

inereased work~load imposed on the Accounts Section ag a

result of the incrcased activities of the Department,".
Accounting machine breakdowns had aggravated the Exhibit
position and an unusually high rate of staff No,66/6
turnover had, at times, necessitoted the employment of
inexperienced staff,

(a) Accounting at Overseas Posts.

92, Referring to the lack of supporting documents

for vouchers received from overseas posts and the

inadequate examination of those vouchors in the

Canberra office, the departmental witness, Mr. D. O, Q.445
Dickinson, Director, Establishments and Finance,

stated that the unsatisfactory features had becn brought

to the Department’s attention by Audit late in 1962.

92, We were informed by Mr. Dickinson that a
weakness in accownting procedures had been revealed
both at overseas posts 2nd in the Department's central
office, In some instances Trade Commissioners who had
been recruited from outside the Public Service nnd who
posgessed little knowledge of Public Service procedures
had been appointed to overseas posts without being Q. 446
adequately briefed., 1In these circumstances they were
not fully equipped to ensure that locally engaged
gtaff observed strictly the procedures laid down,

5taff shortages in the central office resulbted in
insufficient attention being given to the examination
of vouchers received from overseas posts and, as a
result, unsatisfactory features of overscas necounting
procedures had not been brought o notice within the
Depariment.

93, Evidence supported tho Department's claim that,

over a relatively short period of time, the activities

of the Department had inercased considernbly, placing

an additional work-load on the staff of the Accounts

Section, Some months elapsecd before it was possible Q.448
to adjust stoff numbers in the Accounts Section to

cope with the addition=2l work,

94. Steps ~re being taken within the Department

to ensure th2t ~ccounting procedures 2t overseas posts are

more rigidly observed. Detniled procedural instructions

for the staff of Trade Commissioners arc in the course

of preparation and considerntion is being given to the Exhibit
possible implementotion of 2 training scheme for No,.66/6
oversgens examiners.

95, Your Committee are conscious of the staffing
difficulties which a Department faccs during periods of
repid expension but are disturbed at the apprrent breaking
down of accepted stnndards of mccountability for

finnneial tronsactions at overseas posts. We note that
steps are being ‘teken to improve the training and
instruetions of officers engaged in this phase of the
Department's activities and trust th~t these efforts will
be reflected by more favourzble comment on the pnrt of

the Auditor-General in future years.
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(b) Temporary Advances.

96, Mr. Dickinson informed Your Committee thnt the
Auditor-General's criticism related to temporary Q.493
advences made to officers travelling overseas on short

term tours or in connexion with conferences znd to

trade commissioners procecding oversens on sppointment.

The officers concerned were generally of senior rank and
difficulty hnd boen experienced in obtaining vouchers

from them to enable a reconciliation of thelr

advances to be mede, In some instsances, before o
reconciliation could be offected, reference had to be

made to vouchers received monthly from oversens posts Q.498
and, when thes2 vouchers contained insufficient

information, correspondence h2d to be entered into

with the posts concerned., Until recently the

Department's Sub-Accountant had been responsible for

ensuring that temporary advances were acquitted within

the prescribed time but, due to pressure of work, he

hod been unable o devote sufficient time o the task.

97. The Treasury observer, Mr. 8. G. Herring,

Chief Finance Officer, advisad that Treasury

Regulation 77(2)(b) provides for the adjustment of

these advances within seven days after completion of

& journey in respect of which the advance was made. Q.503
In cases where the regulation is found to be

impracticable of achievement, application can be

made to the Treasurer to have the time extended.

98, Mr. Dickinson claimed that the time allowed
for scquittal of temporary advances was insufficient -

"(Mr., Dickinson) The Trezsury Regulation provides,

I think, thet it should be done within seven days.

This is an impossibility, with =211 due respect to

the Treasury Regulation. If we have not the Q.501
informntion we just cannot adjust the advance.

If the information is overseas we cannot really

fulfil the regulation.

99. In reply, Mr. Herring pointed out that the
regulation provides for an extension of the period of

seven days where good renson cwn be advanced in support

of such an extension. Mr. Herring stated that in the Q.503
light of experience to date, 4 case had not been

egtablished for veriation of the seven days period

as a general rule -

"(Mr. Herringl)v......The lag in adjustment of
advances was brought to the notice of the Treasury
by the Audit 0ffice the year before last and, s a
result of Treasury representations to us, we sent
out 2 Treasury Circular drawing to the notice of
departments the fact that the Audit Office hod said
that many advances were long outstanding. We drew
attention to the provision of the regulation that
each auwthorizing officer is required to see that
advances are adjusted as soon as possible, Where
advances have not been adjusted within the
preseribed period, ‘the circumsbtances should be
advised by the authorizing officer to the chief
officer, to engble nppropriate action to be taken -
for example, 2n appronch to the Treasury to have
the period for ndjustment varied. I understand
from our administration section thet there has been
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no response 2t all to the circular, So, in the
absence of any roprescentations by deportments
for o varintion of thtt period, we have not scen
‘the need to vary it,"

100, The Audit observer, Mr. J. K. Iawrence,

Secretary and Chief Auditor, cxpressed the view thrt

n general laxity il not exist throughout the Publie

Service in regird to tempernry 2dvinces but indiented

that the Audit Office was aware of instances of Q.514
laxity in depnriments othor than Trade.

101, We were informed by Mr, K. P. Jorgensen,

Finance Officer, Depnrimont of Trade, thnt the

situation within the Department of Trade had improved

since the Audit comment was mnde. 4n additionnl Q.507
position hnd been crented lnte in 1963 and a

recoveries clerk appointed fto handle such matters as

the reconciliation of temporary advances., As 2 result,
overse2s travel claims were now normally eleared

within two months 2t the outside.

102, Your Committee draw attention to the faet

that Treasury Regulation 77(2)(b) specifies seven

days for the adjustment of temporary advances, unless
the Treasurer otherwise directs. Whilst it remains in
this form, the Auditor-Gencrnl is completely justified
in adverse comment when the requirements of this
Regulation are not observed. Notwithstonding the efforts
of the Treasury to h-~ve this Regulation complied with,
there is evidence of loxity. Your Committec express the
belief that temporary ~dvances should menn what the term
indicates and recommend nccordingly that specific
instructions be sent from the Secretary to the Treasury
0 211 departmentnl Chief Officers, pointing out that
whilst this Regulation rem~ins in its present form, it
is to be observed implicitly.

(e) Specinl Approprictions.

103, Mr. Dickinson explnined the necessity of »

periodic reconciliotion betwecn 2mounts rececived 7nd mounts
paid from the Special Appropriations. The Commonwenlth,
through various departments, acts as = colleceting agency

for 2 number of levies ~nd oxport charges. Acting on

advice from the various collecting departments regarding
amounts rueeived; the Depnrtment of Trade then makes Q.529
approprinte payments from Specinl Approprintions to

gsuch bodies as the Australian Dried Fruits Board and the
Ausgtralian Driry Producc Board.

104, Certnin errors hnd occurred in comnexion with
advices from collecting departments and had not been

adjusted until the end of the financial year when 2 full
statement of collections was mnde nvailable by the Treasury
for reconciliation purposes, Following the Audit Q..529
comment, the Dep-riment of Trade arranged for monthly
collcetion statements to e made available by Treasury

thus facilitating frequent reconciliations and, where
appropriate, speedy adjustments,

105, Departmental witnesses advised that the
Department become awarc of the nced for frequent Q.532
reconciliations in Junc, 1963. Prior to the particular &

cage being brought to notice by Audit, there had beun Q.533
no evidence of any large-scnle errors occurring in
payments,

106, The Audit observer, Mr. Lawrence, stated §.535
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that the Department had taken effective steps to
correct the unsatisfactory position.

107, Your Committec are satisfied that the
Department acted promptly 2nd correctly to rectify
the inadequate procedures which gave rise to the
Auditor-General's criticism,

(d) Recording =nd Recovery of Debis.

108. The Departmentnl witness explained that the
Department!s failure to properly record and recover

debts had been due to two factors - first, inadequate

and inexperienced staff and, secondly, an increased

work~load which had overtaxed the capacity of the

machine accounting facilities. Because of the Q's 554
relatively small amount involved in the Sundry Debtors & 570
Ledger, priority had been given to other work within

the Accounts Branch - work which had, of necessity,

to be kept up~to~date to meet Treasury deadline. A4s a

result, the sundry debtors' work had fallen into arrears.
Action was taken within the Department to rectify the
unsatisfactory position (a second accounting machine

and machinist were sought) but, due to the impending

transfer of some of the functions from the Department

of Trade to the Treasury, this request was not acted

upon, 4 second machinist was then employed on an

overtime basis, thus alleviating the position but the

greatly increased work-load at that time of the year
prevented the work from being brought up-to-date,

109, Mr. Jorgensen estimated that the amount

outstanding by way of Sundry Debtors would have

totalled approximotely £2,000, made up largely of Q. 556
small amounts renging from 10/~ to 30/-

110, We were informed that following the transfer

of appropriation ledger accounting to the Treasury

in July, 1963, and the nppointment of a recoveries

clerk, work on the Sundry Debtors' Ledger had been

brought completely up-to-date. The ledger is now Q's 554
reconciled at frequent and regular intervals and & 560
there is g0od reason to believe that the present staff

will be adequate o cope with the work.

111, Your Committee are satisfied with the
explanations offered in this instance and trust
thet the Auditor-General will not again have cause
to comment adversely on this aspect of the
Department's operations,

(e) Internal Audit.

112, Mr, Dickingon stated that an officer appointed

o the position of Intermal Auwditor in June, 1962, had

not taken up those duties but had been employed instead Q's 587
on the examination of vouchers, an activity which had & 590
to be mainteined in the interests of overall

organisational efficiency. In the absence of an

internal auvditor, some internal checks had been

instituted and carried out on an overtime basis,

Difficulty had been experienced in recruiting a Exhibit
suitable officer to fill the vacant position of No.66/6
internal auditor but, after advertising the vacancy
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that the Deportment had taken effective gteps to
correct the unsatisfactory position.

107. Your Committec are satisfied that the
Department acted promptly =2nd correctly to rectify
the inadequate procedwres which gave rise to the
Anditor-Genernl's criticism,

(a) Recording and Recovery of Debts.

108. The Departmental witness explained that the
Department's failure to properly record and recover

debts had heen due to two Pactors - first, inadeguate

and inexperienced stnff and, sccondly, 2n increased

work-~load which had overtaxcd the capacity of the

machine accounting facilities. Because of the Qs 554
relatively small amount involved in the Sundry Debtors & 570
Ledger, priority had been given to other work within

the Accounts Branch - work which had, of necessity,

to be kept up~to-dnte to meet Treasury deadline. As a
result, the sundry debtors' work had fallen into arrears,
Action was taken within the Department to rectify the
wnsatisfactory position (a second accounting machine

and machinist were sought) but, due to the impending

transfer of gome of -the functions from the Department

of Trade to the Treasury, this request was not acted

upon, 4 second machinist was then employed on an

overtime basgis, thus alleviating the position but the

greatly increased work-loed at that time of the year
prevented the work from being hrought up~to-date,

109, Mr. Jorgemsen cstimated that the amount

outstanding by wey of Sundry Debtors would have

totalled 2pproximately £2,000, made up largely of Q. 556
small amounts ranging from 10/~ to 30/~

110, Vie werc informed that following the transfer

of appropriation ledger accounting to the Treasury

in July, 1963, and the appointment of a recoveries

clerk, work on the Sundry Debtors® Ledger had been

brought completely up-to-date. The ledger is now Q's 554
reconciled 2t frequent and regular intervals and & 560
there is g )04 reason to believe that the present staff

will be adequate %o cope with the work.

111, Your Committee are satisfied with the
explanations offered in this instance and trust
that the Auditor-General will not again heve cause
Yo comment adversely on this aspect of the
Department!s operations.

(e) Internal Audit.

112, Mr. Dickinson stated that an officer appointed

to the position of Internal Auditor in June, 1962, had

not taken up those duties but had been employed instead Q's 587
on the exomination of vouchers, an activity which had & 590
to be mainteined in the interests of overall

organisational efficiency. In the cbsence of an

internal auditor, some internal checks had been

institubted and carried oubt on an overtime basis,

Difficulty hed been experienced in recruiting a Exhibit
suiteble officer tc £ill the vacant position of No.66/6
internal auditor but, after advertising the vacency
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on four sepnrate occasions, it appeared likely that
an appointment would soon be made,

113, Your Committee apprcecinte the Department's
gtaffing difficultics and would not question the wisdom
of giving priority to the cxamination of vouchers.
However, we believe that the attention of

dcpartments gencrally should be drawn to the

necessity of maintaining the establishment of

internal audit sections at full strengith or as near

Yo full strength as is rensonzble in the circumstonces.
We shall give increasing attention to the operation
and adequacy of internal audits wherever they exist
end would expect departments to regard the function =s
one of paramount importance.

CHAPTER VII - DEPARTMENT OF PRIMARY INDUSTRY

114, In his Supplementary Report for the year ended
30th June, 1963, the Auditor-General commented in
paragraph 39:~

" War Service Land Settlement.

During the year Audit discussed with the
Department of Primary Industry the control
excrcised over finsncial assistance provided to
the States of South Austrnlia, Western Australia and
Tasmania. Subsequently, necessary approval was
obtained for substantial expenditure which h2d been
incurred in excess of amounts previously authorized.

The Department 2lso advised of other proposals
which were designed to improve the supcrvision over
‘the Commonweszlth's interests under the scheme and
intimated that it would explore with the States

concerned the administrative difficulties, inherent in

& scheme of this nature, which had contributed to
the delay in approvals of expenditure, At the date
of coppiling +this Report departmental action had not
been concluied.

Audit also questioned the legrlity of crediting
to the Loan Fund all repayments of advances when,
in fact, certain of the advances being repaid had
been made from the Consolidated Revenue Fund.
The Department subsequently sought the view of the
Treasury on the matter 2nd was directed that, as
from lst July, 1963, nll repayments associnted
with War Service Land Settlement advances are to
be credited to approprinte sub-heads of Primary
Industry Revenue,"

(a) Expenditure in Excess of Amounts Authorized.

115, Under ‘the States Grants (War Service Land
Settloment) Act, 1952, moneys appropriated for the
purpose of financial assistance to a State or States in
connexion with war service land settlement ~re payable
to the State or States in such amounts, and subject to
such conditions, as the Minister determines. The
Hinister approves of moneys being made aviilable to the
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States up to the estimated cost of acquiring the land
end developing the farms.

116, The Department explained that, on ocecasions,
although it had been known that the approved estimates
of cost for projects would be inadequate -~ due to
such factors as increcased costs and natural hazards -
the praoctice had been adopted of not regquiring the
Stntes to submit revised cstimates of costs until
expenditure on the particular project was nearing
completion., All known factors affecting costs were
then tzken into account at the one time rather than
making a series of revised estimates as veriations
beceme apparent. The departmental explanation
continued:~

"Expenditure has, on occasions, exceeded approvals
before further Ministerial authorizations have
been obtained. This has occurred mainly because
of the time requived by the States for the
preparation of reliable estimates, particularly
in respect of large projects, and for examination
by the Commonwealth of these esbtimates. Where, for
any reason, it was not possible to correct this
position promptly the Minister has been advised,
usually orally, of the circumstances and his
agreement obtained to money being made available
to the States to allow the work %o continue in
the meantime,"

117, In evidence, Mr. T. T. Colquhoun, Assistant
Secretary, War Service land Settlement BRranch, stated
that the payments in excess of authorization were
largely incurred on Tasmanian projects ~ the major
amownt (£2,685,875) being incurred on Flinders Island
in connexion with the Furneaux project., IMr. Colgquhoun
explained why costs on this project have exceeded the
estimate by such a large amount:-

"(Mr, Colquhoun)........Purneaux Island is one of
the most outstonding examples of where e survey,
teken on trust, has not been as effective as we
would have liked. A considerable area of land was
brought to the state of sowing down on that advice
but, for the purpose of wtilization by a farmer it
wasg practically worthless and considersble cost
was incurred in this field. Furneaux was approved
at a very early stage so far as costs were
concerned and I think jhe effect of cosbts on two
factors was not recognised, One was the impact
on inwards freight costs for heavy plant and
meterials, vast supplies of superphosphate,
building materials and things of that nature. The
second factor was the availability of suitable
personnel umnder island conditionSeeesese”

118, Vhen the excess costs became apparent the
Minigter was advised orally end had agreed that,
provided the Department was satisfied that the area
upon which further work was to be undertaken was of a
suitable type, the work could be put in hand and
eventually the approval sought for that work and the
cost of the work.

119, Commenting on the legality of the procedure of
obtaining oral approval from the Minister, subject to

Exhibit
No.66/7

Q.622

Q.623
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written approval at a later date, Mr, Colquhoun
stated:~

"(Mr. Colquhoun) From my knowledge of the Audit
Act, I would say thnt possibly it is not reguler,
I think it is 2 point where the practical
implications of this particular clags of expenditure
by the government concerned must be ba2ken into
account. There would be a waste of considerable
investment money if the funds were not mede
available 2t & particular phase and in view of the
understanding of the Minister, if work were to
cease you could get n certain phase in the
development wherc, if you did not carry on with
the work, you would be faced with a further cost
just as great as hed already been incurred......"

120, The Audit observer, Mr. Lawrence, expressed
Audit's view of the procedure:- Q,625

"(Mr. Lawrence) From our point of view no
expenditure should be authorlsed or pnid unless it
has competent approval and our view was that
there should be approval from the Minister.

We have no evidence in relation to the
authorization of certnin poyments mentioned by
the witness,"

121, We were informed by the Trensury observer,

Mr. H. 5. Amos, Chief Finwce Officer, that in July, Q.627
1963, Trensury hed mode it clear to the Department

that expenditure could not be regularly incurred in

excess of the Minister's approval.

122, The Department advised that:~
"Ag fnr as the fuburc is concerned, it is
confidently cxpected that necessory revised Exhibit
estimntes will be submitted for Ministerial No.66/7

approval before any furthcr expenditure occurs.”

123, In this regard, Mr. Colquhoun stated that as

2 result of consider~ble correspondence and discussion

with representatives of the relevent States it was now
understood that any approach to +the Commonwenlth for
extension of agreed estimntes must be supported by Q.636
adequate information.

124, Your Committee are greatly concerned +that the
Department should adopt the procedure of making payments
which were in excess of written Ministerial approvals
2and thus clearly in contradiction to the provisions of
the Audit 4Act, We point out that even the most
extenvating circumsinnces would not excuse disregard

for legislative provisions. We note that the
Department is confldent that correct procedures will

be adopted in the future.

(b) Repayment of Advances.

125.. Referring to the Audit query regarding the
legality of crediting to the Loan Fund 2ll repayments
of advances notwithstanding the fact that some of the
advances have been made from the Consolidated Revenue
Fund, the Treasury observer, Mr. Herring, explained that
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it would have becn impossible to Aistinguish between

the repayments or proportion of repayments relating Q.659
%o each of the Loan Pund and the Consolidated Revenue

Fund. Bubscquent to the Audit query the practice

had been reviewcd by Treisury. Legal opinion hnd been
obtained from the Attorney-Ceneral’s Department and,
accordingly, it hnd been ogreed that 211 such moneys

could and should be credited to Revenue.

126, Hr. Colguhoun sinted that the matter had

been referred tu his Depariment by Audit on 4th July,
1963, It had immedintely been referred to Treasury Q
for dircation Aand. following receipt of Treasury &
Girection, action was taien to crudit all repayments

to the Consolidated Revenuc Fund.

's 661
2

]
66

127. The Audit observer, Mr. Iawrcnce, indicated

that, subject to 2 check of the legal opinion referred

to by Treasury, the Audit Office »2s satisfied with Q.663
the procedure now being adoped,

128, Your Gommitiee commend the Deparitments of Primary
Industry anil the Treasury for vhe expeditious manner in
which they acted to rectiiy the procedures questioned by
the Auditor-Genernl.

CHAPTER VIIT — DEPART'WINT OF TERRITORIES.
(a) Business Undexbtakings and Public Utilities.

129, In paragraph 4% oi hi:z Supplowentary Report for
the year ended 30th Jwae, 4953, bthe Auditor-General
commented:~

"Paragraph 184 of my Reprrt dated 15th August, 1963,
mentioned thet, it awnilnble, comment would be made
in the Supplemcntary Report on the 1962/63 financial
gtatements for bhe casentinl services, namely, Cold
Stores, Electricily Supplies, Sewerage Services and
Pown Water Supplies. 45 the dnbe of preparation of
this Repord, ths firancin® s$nitemcnts were not
avallable for andzs,®

130, The Depertment ndvisci that finwncial statements
for the Electricity Underioking werc submitted to

Internal Audit in Januery, 1964, but orrors in the assets
register had been discovored and 2 complebe review of

them was nccessary befors ihe statements could be Exhibit
corrected, Prior to Janurry 4ifficulty had been No.66/8
experienced in reconcilinrge rcverme with the Sundry

Debtors Ledger accomnz=s, I% was osbimated that the
statements would not be ovailable to Auwdit for =

further three months. Lae delay in finslising statements
for the Water and Sewcrajc Serviccs was due to the innbility
of the General Serviccs Branch t2 supply details of assets.
The basic problem wag one 2f si~ffing and, in this regard,

a submission for inercnsed sifT had recently been

submitted to the Public Ssrvice Board. Here again a

further delay of il.ree menihs wag iikely bofore statements
were ready for submisticr <o Aulii. Statements relating

o Cold Stores activiwy wern Je.agyed by nn increased
work-load in the Costing Sictioa dut hed been submitted

o Audit on 10tk Mersh, ,964. The Public Service Board

had recently tecn r.quecied 4 mrovide three additional
positions for Hie Jrsiin; nanv b,
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131, Mr, C. E. Reseigh, Assistant Secretary (Social
and General Services), Department of Territories,
expressed the view that, in order to overcome inherent
delays in the preparation of financial statements for
the Electricity Undertsking, the staffing of the ledger
section should be reviewed urgently in consultation
with the Public Service Board, Present arrengements for
staffing of the Northern Territory Administration Q.683
provided for the Administration to deal directly with
the Public Service Board - the Department being

informed of action after it had been taken,
Notwithstanding this the Department hnd suggested

to the Administration that staff of the ledger section
be taken up with the Board,

132. Referring o the various points of criticism

raised by the Auditor-General in relation to

accounting procedures in the Northern Territory
Administration, Mr. W. H, Scott, Assistent Secretary Q.710
(Finsnce and Economics), t0ld of efforts being made by

the Department to assist the Administration:-

"(Mr, Scott)e,....We realize that the Northern
Territory Administration operates under a number

of difficulties which arc not expericnced by
departments in the normal Australian scene, We
have come to the conclusion that occurrences of
this kind will not be remedied unless some
asslstance is given by the Department to this

body which is part of the Deparitment, nlthough

it operates in an nutonomous fishion. Accordingly
we recently re-organized our Finance Bronch and
obtained from the Public Service Board some
additional positions with the express intention of
sending officers from the finwce side to Darwin

at frequent intervals to tackle these matters of
unsatisfactory accounting, delays and other

things vwhich feature in the Auditor-General's
report and which are, even if they do not feature,
wnsatisfactory in any event, Those additional
people have not yet taken up duby in the department.
There is always some delay in getting steff but
already one visit has becn mede to Darwin by the
officer in charge of the Finance Bronch and a finance
officer, who spent two weeks there recently backling
the problem of getting a background to the
departmental estimates and additional estimates.

Ve regarded this as being the first task of the
department in providing assistance because unless
estimates are accurate and properly controlled

and unless expenditure is properly controlled, you
will have nothing but chaos unless you are very
lucky. These visits are planned to occur at least
once a quarter, On different visits different
veaknesses will be tackledsissssss....We see our
role as one of assistance without which we feel

the Administration would be unable properly to
atbain satlgfactory accounting and we intend o
press ahead with this practical assistance throughout
this year with the utmost vigour,"

133, Your Committee are aware of many of the problems -
particularly those relative to staffing - which confront
the Northern Territory Administration. We are disturbed,
however, by the persistent and, at times, greatly
protracted delays in the submission of finaneial
statements for Audlt scrutiny. We note
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that the Department of Territories has
moved to provide expert guidance and assistance to
the Administration in an effort to rectlfy the situation
and we shall observe the results with very great
interest.

(b) Housing Commission.

134, In paragraph 45 of his Supplomentary Report, the
Auditor-Ceneral commented ~lso on thc accounts of the
Housing Commissions:—

"At the time of compilation of this Report,

finencial statements for 1962/63 hod not been
submitted for audit., St~tements for 1961/62 were
received but have been returned to the Administration
for amendment."

135, The Department advised that the finsncial

statements for 1962/63 had not beeon submitted becanse

the 1961/62 statements had not yet been accepted by

Audit as being in a satisfactory form. The 1961/62

statements had been sent to and returned by Audit Exhibit
on five separate occasions, In April and again in No,66/8
May, 1963, they had been returned by dudit due to

their not conforming with the format prescribed by the
Treasurer. They were returned in July, 1963, hecause

certain figures did not conform with those shown in

the ledger., Due to o lack of suitable explanation on

points raigsed by Audit, they were returned again in

August, 1963. On 9th lMarch, 1964, the statements

were returned because the method of reflecting

adjustments was unacceptable o Audit.

136, On Tth April, 1964, the Auditor-General

reported to the Winister for Tcrritories that the

Housing Commission's financinl statements for +the Qs 725
finaneial year 1961/62 were in A form acceptnble to & 726

Audit, The Auwdit observer, Mr, J. K. Iawrence, stated
that, because of Audit's acceptance of the 1961/62
statements, he was hopeful that the statements for
1962/63 could now be prusented in an acceptable form,

137, The depoartmental witness stated that the
Administration had been at some disadvantage in Qs 723
preparing financial statements on the Housing 729 &
Commigsion's activitics, The Commission was quite 735

recent in origin - having commenced to function
fully in 2bout 1960. There was, thorefore, a
complete absence of well-estnblished principles and,
in addition, the officer responsible for the
preparation of the mccounts possessed no previous
knowledge of such work. In the Northern Territory
considerable difficulty is experienced in obtaining
suitable officers with acndemic qualifications,

138, Your Committee are not sotisficd that the
Administration took adequate and timely remedial
action to rectify the unsatisfnctory state of

affairs referred to it by Aundit. We draw the
Administration's attention to our comment in

paragraph 28 of this Hport concorning the availability
of specinlist advisors in Treasuvy snd the Auwdit Office
who could be consulted when proccdures amd the forms
of accownts are in doubt. Ve trust that, having now
satisfied Audit with thce form of the 1961/62 financial
statements, it will be possiblec to submit future
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statements in 2cceptable form and with o minimum of
deley.

(c) The Corporation of the City of Darwin,

139, The Auditor—Gencral commented in paragraph 46
of his Supplementary Report for the year cnded 30th
June, 1963:~

"Mention has becn mrde in previous Supplemcntary
Reports to the Parli~ment that the form of the
annuval stetements of accounts of the Corporation
hnd not becn prescribed, This position remains
unchanged. Annu2l statements for the year ended
30th June, 1962, were not rcceived by my officers
until 24th M2y, 1963. 4nnusl statements for the
year ended 30th June, 1963, had not been received
for audit at the time of preparation of this
Repoxrt.

The amual stetements for 1961/62 have been
examined and I have rcported that the statements
are in ogreement with the accounts and records and
show fairly the finoncinl operntions of the City
of Darwin for the year ended 30th June, 1962 and
the state of affairs of the Corporation at that
date,

In my reports on the annual statements for
1961/62 to the Corporation ond the Administrator,
I a2gain dirceted attention to the breach of section
204 of the Ordinance by the late preparation of
annuel statements ani to the necessity for the form
of the strtements to be prescribed."

140, Regarding the Administrationts failure to
preseribe the form of the annual statemont of accowunts,
the Department advised that action on this had been
commenced in 1959 but it had not been possible to bring
the matter to a satisfactory conclusion. 4 rough draft
of the rcgulntions and forms of account, based on the
Queensland Locwl Govermment Finoneial Regulntions, was
compiled by the Town Clerk in 1959 2nd, in May, 1960,
the Crown Ioaw Officcr was consulted re final drafting Exhibit
but this was not possible due to the heavy drafting No.66/8
programme at that time. As an investigation of the
Council's affairs was imminent it was decided to

defexr further nction pending the report and
recommendations, Early in 1962 a Select Committee of
the Tegislative Council enguired into matters of

Loc2l Government and it was decided that the matter
should be deferred again pending the outcome of the
Sclect Committee's enquiries. The Committee's
findings were released in November, 1962, but little
progress has been made since then - partly due to the
fact that the draft which was prepared in 1959 could
not be located, In September, 1963, o request was made
to the Head Office of the Deprtment to carry out the
work but, due to staff shortages, it woas not possible
to provide assistance at that time, The Department
planned, however, 4o make this assigtnnce available at
an early date,

141, Mr. Scott provided Your Commitiee with some
information regarding the loss of the draft Q.745
regulations prepared in 1959:-
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"(Mr, Scobt),....In 1959 when the council's accounts
were to be set up and the regulations were to be
made, the then local chief auditor took an sctive
part in assigting the Administration to draw up
these reguletions and the form of accounts.
Considersble work wns done =nd 2 laymen draf+t wag
put up, This went to the Crown Iaw Officer but at
the time he was unable to put it into proper form.
The chief eunditor who it szeemed +0 me was one of
the prime movers in this particular work finished
his term in the Territory, The impetus went out
of the work, Other people were reposted and the
thing was lost for 2 time, When they came to chase
this up and to get on with this task which was
outstanding, and which had been mentioned in the
Auditor-General's Report, nobody could find any
sign of this draft,"

142, We were subsequently advised by the Audit
observer, Mr. Iawrence, that a copy of the draft
regulation referred to above had been located in the
Audit Office and would be made available to assist the
Administration,

143, On the question of late presentation of
financial statements, the Department advised:~

", . e.essorepented representations were made to

‘the Council to produce the statements by the due

date. The statements for the yemr ending 30th

June, 1963, were available to Audit in December 1963.
It was an improvement of several months over

previous years. ?

The Council has had staffing and organisation
aifficulties in the past in relation to their
accounting functions but it is expected that the
:}mgzoxement shown in 1963 will continue during

964.

144, Mr, Scott expressed the view that it was

physically impossible 4o produce the Corporation's

financial statements by 31st August each year as Q.755
required by Section 204 of the Ordinance:—

"(Mr., Scott).....It is physically impossible to

do it, This is duwe partly to the complicated
form of accounts of the corporation. I
endeavoured to obtain reasons why 31st August

was included in the legislation becmuse that

dnte is not uniform with other dates as prescribed
for the submission of accounts, I think that
generally legislation says that the accounts shall
be presented as soon as possible after the close of
the finaneial year and leaves it at that., I have
not been able to find out why 31st August was
inserted in the legislatioNeseeeeseeoecsasss SOme
States do not prescribe 2 date in their local
government legislation. One State provides 31st
October and another provides 31st August. They
gre Tasmanie and Western Australia, Recently the
Corporation requested the Administration to amend
the legislation to prescribe 30th September as
belng 2 more realistic date 4o enable them to
produce their accounts, but the Adwinistrator has
informed the Council that he is not prepared o
moke this changeeseeevseeso
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145. Asgked whether there was likcly to be any delay
in presenting financinl statements for 1963/64, lir. Scott
expressed the view thot delays would 21lmost ccririnly
continue unless 2 simpler form of accounts wns instituted.

146, From the evidence it is apparent that the
Administration hns beecn lax in not pressing nhead
vigorously to have the form of the Corporation's annual
statements prescribed. Your Committee note thnt a copy of
the rough dreft, prepared some five years ago, has now
been located by the Audit Office and point oubt that this
would almost certainly have been discovercd much earlier
if the Administration had 2pproached the task with more
diligence. Ve trust that, with the assistance of
officers of the Audit Office and the Treasury, the
Administration will act speedily to obviate further
adverse comment by +the Auditor-General., We suggest too
th=t the Administration might turn its attontion agiin
to the practictbility of Section 204 of the Iocal
Government Ordinance which provides for the submission
of annual statements by 31st August,

(&) Internal Audit (Papus and New Guinea)

147, Paragraph 53 of the Auditor-General's
Supplementary Report 1962/63, contained the following
comment in relation to internal audit in the Territory
of Papua and New Guinea,

"The failure to fully 2nd effectively staff the
Treasury Inspection and Internal Audit scetion hag
dtracted comment in Supplementary Reports for 2
number of years. The effective oper~tion of this
Section is o positive menns of inecrensing the
efficicney of the Administration’s financinl 2nd store
accounting and controls.

During the year, the scetion was re-~organised
on 2 District basis, but none of the positions
crented was occupied.

The results of inspeections during ¥ths yenr of
elghteen outstations by the Internal Audit staff
amply demonstrate the urgent need for regular
ingpection of all outstrtions,"

148, The Depertment outlined the basic rerson for the
under-staffing of the Treasury Inspection and Internal
Avdit Seotion:-

"The failure to fully and effectively staff the

Internal Audit ~nd Inspection Section of +the

Department of the Treasury in the Prpua nd New Exhibit
Guinea Administrotion is attributed to o short-f2ll No.66/9
over the years of the target of the Administration
recruitment programme in reltion to Clerks., The

only clerks availnble for appointment to Treasury

in recent years have been to replace wagtage of

staff through resignations. The Treasury's staff

has not at 2ny time been at full clerical strength

2nd in general recruits have becn obtzined by the
employment of married women 2nd local temporary

gtaff of doubtful celibre, Por example, the

approved recruitment programme for Trcasury in

1962/63 was twelve clerks; none of these was

received, the only appointment being to replace

wagtage,”
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149, The Depnrtment disclosed that, ~lthough the
Trecgury estrblishment stood at 225, only 204 gersons
woere 2ctu2lly employed nnd, of these, nll but 86

were temporary employees possessing 2 gencrnlly lower
standard of work performnnce. The position within the
Internnl Audit Section was far worse by compnrison -
at the time of our enguiry only two officers were
employed within the Section although the establishment
stood 2% nine, During tho past eight yeors 115
inspections of outstntions have been carried out dbut
37 of ‘the 96 stations have never been visited by =
Treasury Inspector, Repeated cfforts had been mnde to
reeruit qualified staff to these vacancies but withoutb
success,

150, Bzcause of the acute shortage of intcrnal

auditors, senior Treasury field officers have been

required to undertake limited inspections at oubstations.
Whilst this hes been of some assistance on the audit Exhibit
side, it has reduced the effectiveness of such officers No.66/9
in their own poaitions.

151, We were informed by Mr. Scobtt that the Q.763
shortage of ataff is common to all departments of the
Administration., The shortage is due o a number of

factors including the genernl shortage of qualified

persons in various fields, the difficulty of supplying
accommodation to recruits and the reluctance of many

people to serve in the area. The Administration

realised that an improvement in the housing situation

would ease recruitment problems but there was 2 need

for a balanced works progromme as between housing Q.766
and esgsential services.

152, Mr. Scott stated that he could see no prospect

of £filling the vacant oudit positions in the near Q.780
future. The Treasury rccruitment target last year was

twelve clerks but, in fact, no new recruits had been

obtnined and wastage had probably reduced the tota

number employed. The Treasury recruitment target for

the current year hnd been reduced to three clcrks.

153, Referring to the fact that the lack of staff
is more pronounced in the Internal Andit Section than
in other sections of the Treasury, Mr. Scott spoke of
the relative importance of internnl audits as against
finance personnel in other categories:-—

"(Mr. Scott).....I suggest that whilst thore might
be a dnnger in over-emphasizing the performance of
jobs to the exclusion of internnl audit there is a
contra danger of neglecting performonce merely to
provide 2 check and give assistance to other

people, It is a matter of balance and judgment.

The Administration - Treasury in particular - in

my view has exercised this with extreme care and full
awareness of its rcsponsibility. In many ways the
Treasury is so short of permanent staff, as you will
see in the st temont, that there is a danger in many
places of & breakdown in procedures. This cannot
be countenanced at "ny cost. You must sece that
there is not this breakdown, fThere is another
agpect 2lso and that is that the man at the out-
station who gets along with simple procedures - and
sometimes not very good accounting - does not rely
solely upon the visit of on intermal auwditor to put
him on the right track, Internal checks operate
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within the system itself. Vouchcrs 2nd other
accounts which a2 man at an outstation propares
come into o sub-treasury and then gec through to
the main Treasury. The controls and checks
exercised ot these points are sufficient to give
the people controlling this an indication of how
good or how bad the position is at an outstation.
The usual practice in Treasury is to bring under
notice outstations where accounting is the most
unsatisfactory ~nd to send out an internmal auditor
‘o that particular station. Sometimes it is
evident that 2 station's control has completely
broken down., An internal auditor goes out 2nd
checks UPeseosas”

154, Your Committee arc satisfied that in the
circumstnnces the Administration has taken reasonible

gteps to ensure maximum sttention to internal audit
functions, We realise thrt the position cannot be cntirely
to our satisfaction until such time as the overall staff
position in the Territory improves., We trust that continued
and determined efforts will be made by the Administration
in this regnrd ond we shzll, at every opportunity in the
future, observe progress made,

CHAPTER IX - ACKNOWLEDGMENTS.

155, With the completion of the Twenty-Fourth Parliament,
two members with n splendid reccord of ascrvice on the
Committee terminated their sssociation.

156, Frank John Davis, M.P., who was Chairman of the
Fourth antt Fifth Comnittees from 16th March, 1960, w~s
closely associated with his predecessor in office, Profossor
F, A. Bland, C.M.G. Mr. Davis scrved on the Committce from
25th September, 1952 o 14th October, 1958, and from 16th
March, 1960, to 30th October, 1963. His contribution to the
Committee proccedings was marked by thorough preparntion,
great capacity and unswerving loyalty. We place on record
2lso our deep appreciantion of his wise counsel 2nd leader~
ship as Chairman.

157. Alvert Victor Thompson was o dcdicebted member of

the Committoe. He advocnted constantly the value of its work
in respect o the preservotion of the rights of thc Parliamcnt.
As a foundation Committee member, from 25th Scptomber, 1952,

he continued to serve until his retirement from the House of
Representatives at the end of the Iwenty-Fourth Parliament.

He was appointed Vice~Chairman on 22nd March, 1956, and in

this cnpacity contributed 3istinguished ond valuable leadership.

158, Your Committee take this opportunity, also, of
recording our apprecintion of the services of Mr., T. H.
Cranston who returned to the Treasury in December, 1963,
after serving for three years as Seerciory to the Committee.
48 Secretary, Mr. Cranston displayed o knowledge of public
administration which was of considerable assistonce to Your
Committee in the discharge of our duties.

For and on. a%gfej the Committec,
W W'ﬂ e FAeertan
. CLEAVER, Chairman.

DAVID N. REID,

Secretary,

Joint Committee of Public Accounts,

Payliament House, Oanberra, A.C,T.,
18th May, 1964,



