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DUTIES OF THE COMMITTEE

S.ction 8 of the Public Accounts Committee det 1951 reads
as follows :-

3.
(a)

(b)

(e)

(a)

The duties of the Committee are -

to examine +the accounts of the receipts
and expenditure of the Commonwealth and
each statement and report transmitited to
the Houses of Parliament by the Auditor-
General in pursuance of sub-section (1.)
of section fifty~three of the Audit Act
1901-19613

to report to both Houses of the Parliament,
with such comment as it thinks fit, any
items or matters in those accounts, state-
ments and reports, or any circumstances
connected with them, ‘o which ‘the Committee
is of the opinion that the attention of the
Parliament should be directeds;

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

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

"nd include such other duties as are agsigned to the
Cormittee by Joint Standing Orders approved by both
ifouses of the Parliament.
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JOINT GOMMITTEE OF PUBLIC ACCOUNTS

SEVENTIETH REPORT

THE_REPORTS OF THE AUDITOR~GENERAL - FINANCIAL YEAR 1963/64

CHAPTER I - INTRODUCTION

In previous Reports Your Committee have referrcd
o the duty imposed by Section 8(a) of the Public Accounts
Committee Act 1951 to examine the accounts of the reccipts
and expenditure of the Commonwealth and each statement nd
report transmitted to the Houses of Parliament by the
Jduditor-General in pursuance of sub-section (1) of section
fifty-three of the duwdit Act. Each year since 1959 wc have
conducted 2 separate series of annual inquiries relating
gpeclfically to matters raised in each Report of the Auditor-
eneral.

2. The Report of the Auditor-General for 1963-64 was
presented to the Parliament on 19th August, 1964 and the
Supplementary Report on 21st October, 1964.

3. On 27th August, Your Committee discussed with the
duditor-General several items on which he hed commented in
his Annval Report. Subsequently written explanations werc
ebt2ined from certain Departments and, after further
consideration, we decided to investigate in detaill the
matters referred to in Chapber II of this Report.

4. On 27th October, 1964, Your Committee discussed with
the Auditor-~Beneral e number of items on which he had
commented in his Supplementary Report. Further written
explanations were obtained from Departments and after con-
sidering these statements we decided %o investigate,in
detail,the matters referred to in Chapter III of this
Report.

5. The items sclected for detailed examination werc
mede the subject of a public inquiry held et Parliament
House, Canberra, on i-

Tuesday, 13th October, 1964
Thursday, 4th March, 1965.

6. The following witnesses were sworn at the public
inquiry and were examined by Your Committee s~

Postmaster—General's Department — Mr. A, F. Spratt, First
Aspistant Director-
General, (Management
Division)
Mr. R. D. Marginson,
Deputy Assistant Director-
General (Finance)
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Attorney-General's Department - Mr, J. ¥, Davis, ecbing
Commissioner, Common-
wealth Police Force.
Mr. J, Harkins, Princ-
ipal Legal Officer,
Leputy Crown Solicitors
Office, Sydney, Now
South Wales,

Superannuation Board and Defence - Mr, L. K. Burgess,
Forces Retirement Benefits President of the Super-
Board annuation Board and

Chairman of the Defence
Forces Retirement
Benefits Board.

CHAPTER II . POSTMASTER-GENFRAL'S DEPARTMENT.

(a) Telephone Debtors,

Paragraph 206 of the Auwditor-General's Report for
1963 64 contained the following coments-

lReference was made in my 1952-63 Report to
excessive delays in the follow up of tele-
phone accounts rendered after termination of
service, The departmental review of staff re-
quirements mentioned in last year's Report has
not been finalized., However, action is in
course to oblain additional staff on a tempor-
ary basis to cope with the increased volume of
these accounts,

Audit reviews during 1963~64 sh~w that in
the majorlty of the Statos the number and
value of accounts outstanding in respect of
services terminated continues to increase. How-
ever, this position should be viewed :in relat~
ion %o the increasing volume of terminated ser-
vices.

Details taken from departwental records,
of the number of services terminated together
with the number 2:4 value of outstanding debt-
ors accounts in respect of such services at
30th June, 1964, compared with the threc pre-
vious years, are set ont horcundor -

Year Number of Ter- I Outstanding Accounts at 30th Jum)
minated Services |
. for Year erded iy Ko, Percenvage of Value
30th June, { Terminated
§ Accounts,
g Per Ceuncs, £
1961 112,467 264,127 23 ;651,022
1962 120,717 132,311 27 837 700
1963 171,05" {36,602 2i 965, 1788
1964 190,472 i39’303 21 1,100,292




My 1962-63 Report also mentioned the difficulty
being experienced by the Attorney-General's Depart-

ment in handling the number of cases referred to
by the Postmaster-General's Department. The pos

it
ition

is now generally satisfactory, except in New South

Wales and Victorie where, notwithstanding some

increases in staff, considerable delays are still

evident in the hendling of cases requiring locat
of debtors by the Commonwealth Police Force."

8. In para. 173 of his 1962-63 Report the
Auditor-General had stated that the number of telepho
accounts issued each year in regpect of cancelled
services had increased substantially follow1ng a
change in procedure introduced in 1960 in relation
to transfers of services. Previously the amount
owing on a service at date of transfer was a matter
for adjustment between the transferor and the trans-
feree; wunder the revised procedure the Department
issues a closing telephone account to the outgoing
subscriber,

9. A writtben statement submitted by the
Postmaster-General's Depariment showed the following
details of the number and value of Closing Accounts
outstanding as at 30th June, 1964:-

Postmagter-General 's Department - Telephone
Debtors

ion

ne

Exhibit
No.69/1

Number and Value of Cloging Accounts Outstanding

I

éa; less then three months 10,530 206,393
b) three months but less than
six months 3,472 92,864
(e) six months but less than twelve
months 6,823 183,379
(d) one year but less than two years 8,743 271,085
ée two years but less than three years 4,731 146,423
f) three years or more 201,663
39,917 1,102,407

Number of Accounts by Value & Period Ouisianding

Less 3 months]6 months |1 year]2 years|[3 years
than 3{but less|but less|butkss|butless| and Total
months |than 6 than 12 |than 2|than 3 | over.
nonths _ |months years |years
.ees *+han £10 5,521 1,366 | 2,506 {2,718 | 1,340 | 1,601 | 15,052
510 but less '
thoan £25 3,005 1,130 | 2,310 {3,052 | 1,655 [1,743 | 12,895
£25 but less .
than £50 1,280 583 1,212 1,637 938 | 1,178 5,828
£50 but less
than £100 491 256 539 904 548 721 3,459
£100 but less
then £500 223 128 246 421 241 365 1,624
2500 or more 10 9 10 11 9 10 59
TOTAL 10,530 3,472 | 6,823 |8,743 | 4,731 [5,618 39,917
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10. The statement indiceted that the total

value of oubstanding accounts at 30th June, 1964 Exhibit
(21,102,407) aiffered by £2,115 from the corres— (91
ponding figure shown in the Auditor-General's

Report. The difference was said to be due to the

fact that the figures supplied for the Auditor-

General's Report were subject fo reconciliation.

11. Mr., Marginson stated that "closing
accounts" referred to all terminated accounts Q's 2, 3,
regardless of the reason for termination. The and 5.

greater proportion of closing accounts are
voluntarily terminated. He attributed the
introduction of the new procedure, referred to in
the Audibor-General's Report for 1962.63, to
representations from Members of the Parliasment and
from the general community.

12. Mr. Marginson said the original arrange-
ment had, in his opinion, been satisfactory as far G's 6, 11,
as the Department was concerned. However, the 12 and 13.

transferee gains from the new procedure as he is not
liable for a debt he himself has not incurred. He
attributed the increased volume of work to the
difficulty of collecting payments from subscribers
"closing accounts" rather than fo the processing of
the "closing accounts" themselves.

13. The procedure for collecting payments for "
closing accounts was explained in owtline form. The Q'
recovery process commences at the expiration of °8,
fourteen days afber the closing account if the 3
subscriber has not made payment. Aafter the service

has been cancelled,the subscriber is billed within

three weeks. Delays of wp to gix weeks have

occurred, though Mr. Spratt considered that an

increased staff establishment would reduce the

period considerably. If the subscriber fails to

pay his oubtstanding account after his service has

been cancelled, his account is forwarded to the
Attorney-Gehexd 's Department for rdcovery action,

If the subscriber's address is not known, the
Postmagter-General's Department asks the Commonwealth
Police to establish the whereabouts of the debtor.

14, Mr. Harking stated that the Attorney- Qs 40 g
General's Department sends to the subscriber a 41.
letter of demand within 48 hours of receiving
notification from the Postmaster~General's Department.
He claimed that these letters of demand produce
approximately a 50 per cent respounse from debtors

and about a one-third payment or part payment of
accounts. Where replies are not received, a summons
is igsued and served, judgment entered and an
eznforcement process is then commenced in the form

of garnisheeing wages, executing a process on

property or exsmination orders. Garnishee is the

most effective method of collection.
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15, Mr, Davis indicated -that either of two
sources would involve the Commonwealth Police FPorce Q's 62
in these recovery processes. One was an inguiry and 49.

from the Postmester-General's Department to esteblish
the whereabouts of a debtor; +the other was a
reference from the Deputy Crown Solicitor, Sydney,

In either case, the inguipy or refeiréneet is

returned back to the department initiating it.

The Deputy Crown Solicitor, in some cases, requests
an investigation of a debtor's financial position,
generally following the issue of a summons.

16. Collecting payment is primarily the respon-
51bility of the Accountant in the State Branch of the
Postmagter-General's Department.  The lccountant of Q!'s 15,
that Branch has limited suthority to write off 17 and
irrecoverable amounts under Section 70(c¢) of the 19.
4fudit v,  Mr. Spratt stated that the Pogimaster-
General's Department is alert to changes in the

soundness of a subscriber's financial affairs.

The Department may reguest security from potentially
unsound subscribers or it may bill the subscriber

with greater frequency. Mr. Marginson considered

that the provision in the system of charging

telephone subscribers for payment of rentals six

months in advance broadly covers most of the general

run of subscribers' accounts. Only a small number

of residential subscribers’ accounts exceed £25.

17. Mr. Davis was questioned about the concern
expressed by the iuditor-Genersl in his Report of Qts 60
1962-63 regarding the delay in handling of cases and 61,

requiring the location of debtors by the Commonwealth
Police Force. Mr. Davis supplied us with the
following numbers of outstanding Postmaster-General's
Department's telephone debtors' inguiries in New
South Wales and Victoria for the years 1961-62,
1962-63, 1963-64.

YRR VICIORIA NEW SOUTH WALES
196162 102 1,166
1962~63 309 1,333
1963~64 1,074 2,276
18, Mr., Davis informed us that a recent increasc
of five members of the staff in the Sydney Office Qts 50,
of the Commonwealth Police Force would considerably 61 znd
assist in alleviating the position, although he 65.

thought that more staff assistance was still
required. He stated that the essence of the
problem was in regard to arrears not in regard to
the ability to cope with increasing work.

19. ¥Nr, Harkins said that the addiftion of

the Posimaster-General's Department's recovery
action hed increased ‘the total number of recovery q.92.
actions handled by the Crown Solicitor's Office

in Sydney from 3,000 to 4,000 per year, representing
‘the processing of 700 recovery actions for each
recovery clerk employed. He felt that this

figure was too high, By comparison, clerks in

the Recovery Section of the Taxation Depariment

were said to handle 500 recoveries each. The
temporary employment of a pool clerk and some
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improvement made to procedures had slleviated the
situation. However, the addition of the pool

clerk and the adoption of improved procedures Q.92
together were not congidered sufficient to

establish a permenently improved situation.

20, Mr. Spratt indicated that two courses

»f action hed been taken by the Postmaster- Qs 77,
Jeneral's Department to improve its sitation. One and 78
nethod is to render accounts more guickly in some and
States than they have been rendercd in the past. Committee
another method introduced on 5%th August, 1964, File No.
is to collect the remtal in advance for telephone 1964/5/70.

gervices previously regarded es transferred services.
In conjunction with its couversion to electronic data
processing, the Department would consider the
advisability of more frequent billing of subscribers,
barticularly where larger accounts are involved.

21, Your Committee are disturbed to find that
in the space of four years and notwithstanding a
decline in the proportion of terminated ‘telephone
service accounts being outstanding, the value of
outstanding accounts relating to these services has
risen from £651,022 to £1,102,407. Your Committee
vre also disturbed to find thgy more than one half
of this amount has been outstanding for more thanm
twelve months whilst more than 30 per cent. has
been outstanding for more than two years.

22, Your Committee notes that in 1960 the
Postmaster-General ‘s Department made a change in
procedure, in relation to transfers of telephone
services, but did not institute the payment of rental
in advance %0 cover this new arrangement until

5th Auvgust, 1964, In this period of time the

level of uarecovered debhs on telephone services

rosc from £435,457 (1° * " accounts) to £1,102,407
(39,917 accountsj. Ve are of the opinion on this
gvidence, that the decision to abolish the +transfer
system was not accompanied by an adequate detailed
analysis of the probable outcome of the new procedure.
The Department set aside a vital principle which it
had followed in respect to telephone rentals -

namely, collection of rent in advence, which after

8 costly experimental period it had to reinstate.

We believe that in teking the decision to treat
fsuccessive subsceribers to a telephone service as
though they were initial subscribers to a new servicc
and not simply as the recipients of a iransferred
sexvice, the Department should have collected from
cach successive subscriber, six months rent in advance
in accordance with its own established treatment of
initial subscrivers. By discerding this principle
temporarily, the Department lost its valuable
deterrent against the defaulting subscriber,

permitted accounts to be established without the
protection of any pre-payments and placed an undue
strain on the resources of the Commonweslth Police
Porce and the Crown Solicitor's Office in Sydney.

This absence of foresight by the Department calls

for criticism not only on the grounds that recovery
action has multiplied dbut also because increased
unrecovered debts which must be written off ultimately,
$1ll affect adversely the profitability of the Post
(ffice. Your Committee also believes that the Department
being aware of the deterioration, should have instituted
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appropriate action at an earlier date,
(b) Internal Auvdit

o2 Paragraph 207 of the Auditor-~General's
Report for 1963-64 contained the following comments:

"My 1962-63 Report mentioncd the departmenteal
conclusion that the existing internal andit
staff establishment wes inadequate to implement
the approved audit progremme snd thet eppropriate
staffing proposals were in the course of
preparation.

The proposals have since been examined
by the Public Service Board which has approved
an increase in internsl audit staff. In the
meantime, internal audit work remained
substantially in grrears in all States."

24. In & statement to Your Committee the Post~
noster-General's Department stated that internal

checks have been an essential part of accounting

vractice in the Australian Post Office since its
inception. The neture and extent of these internal
checks have been subject to review from time to time

in the light of circumstances and the development of Exhibit
new procedures and practices. Following discussions 69/2
with the iudit Office, it was decided some years

og0 to.prepare a manual which would constitute a

progrgmme of work Tor internal audit to supplement

the existing checks and assist the Auditor—Genecral's

staff in their work.

25, Concurrently, staffing proposals were

developed for the establishment of an Internal Audit Dxhibit
Section on the basis that it should be reviewed in 69/2.
the light of actual experience, afier two years'

opewhion. In June, 1960, the Public Service Board

approved an organisution involving an establishment

of 25 positions.

26. By the time of the review it hod become

apparent that the staff provided in the initiasl

organisation was inadequate to carry out the Tohivit
programme as set down in the Department's Internal ‘6'3/ v
4udit Manual., The position was, however, -
complicated by the fact that an oversll reorganisa-

tion of the Department was in procass. However, in

view of the importance of the internal auwdit

Tunction and problems experienced in coping with

its work, it was decided to proceed with an interim
re~organisation of the Internal Audit Section

pending the overall Branch reorganisation. A

submission was made to the Public Service Board

late in 1963.

27. In July, 1964, the Public Service Board Exhibit
epproved the provision of the additional positions 69/2.
requested.

28, The Department claimed that the new

interim organisation should ensble the full audit

programme to be carried out, provided staff in

sufficient numbers and of appropriate calibre for Lxhibit
audit work could be found to fill the positions. 69/2.
The Department also stated that it is reviewing its

internal audit programme,particularly in regard to the

scope and extent of the work necessary under modern
conditions.
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29. The indit observer, L. J.X. Lawrence,

comm»nted that the Auditor-General's office looks

upon .nternsl audit functions as being of great

importence in any sdwinistrotive activity. He

stated that the Auditor-General's office would Q.93.
temper its own degree of examination according to

the efficiency of the Departmental internal sudit.

30. We were informed by Mr. Spratt that the new

staff egteblishment of 38, approved in July, 1964,

had only been partially staffed, in some cases on a
temporary basis. There were 6 vacant positions,

4 in New South Wales and 2 in Queensland. The New Q's 9C
South Wales Branch had suffered from staff changes and 98.
and staff wastage in the past six months. The staff
required need previous experience, preferably with

some training in Jccountancy.

31. Mr., Spratt stated that the staff establish-
ment of 38 should be sufficient to meet the programme

of audits prescribed in the Department's Internal

sudit Manual but that it would be necessary to discuss
further with representatives of the Audit Office, other
areas within the Depariment to determine whether the Q.99
present internal audit end other checking procedures e
are satisfactory, Until such discussions took place

he could not say whether the newly proposed establish-
ment would be adequate to meet the Deparitment's long-
“erm needs. Mr. Lawrence assured us that the Audit
Office would give its fullest co-operation in respect

of the audits that are proposed by the Deparitment,

32. Mr. Marginson emphasized the developmental
nature of the internal audit programme. This was Q.99
said to have complicated the position as the Department
must obtain experience regarding the time required to
complete each audit. There are about 2,000 separate
audits involved.

33. Neither Mr. Spratt nor Mr. Marginson were

able to give us an assurance that the criticisms made

by the duditor-General in his Reports for 1962-63 and
1963-64 would be resolved during 1964-65.  Mr,Spratt
stated that as the Department had been in arrears for '
the first four months of 1964-65 it could not meet

the requirements of its Audit Manual for that year. 0,103
He expressed the hope that the .uditor-General would

be able to state in his Report for 1964-65 that the

gtaff of the Department had reached a satisfactory

level to achieve the prescribed audit.

34. Your Committee agrees fully with the view
cxpressed by the representative of the iudit Office -
that internal aundit functions are of great importance
in administrative activities. Your Committee is
surprised that as internal checks have been an essenticnl
port of accounting practice in the .ustralian Post
Office since its inception,the problem encountered by
the Postmogter-General's Department has not been
brought to a satisfactory conclusion sooner and trusts
that the discussions proposed between the Department and
the Audit Office will be held without delay. Your
Committee will continue t¢ pursue this matter until a
setisfactory conclusion has been reached.
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CHAPTER III - DEFENCE PORCES RETIREMENT BENEFITS BOARD
AND SUPERANNUATION BOARD

Paragraph 8 of the Auditor-General's Supplementary

i%esp'ort contained this comment -

"Mention was mede at Paragraph 13 of my Report
dated 19th Auguat, 1964 that details of the
financial stetements of the [Defence Forces
Retirement Benefits] Fund for the year ended
30th June, 1964, if available, would be
included in my Supplementaxry Report.

At the date of preparation of +this Report
the financial statements had not been received."

Paragraph 9 of ‘the Auditor-General's Supplementary

6.,
Y?epor'b for 1963-64 contained this comment -

"Paragraph 20 of my Report dated 19th Auvgust,
1964 stated that, if avaeilable, details of

the financial statements of the Csuperannuatioxﬂ

Fund for the year ended 30+th June, 1964 would
be included in my Supplementary Report.

The financial statements hed not been
received at the time of compilation of this
Repoxrt".

237. Mr. Burgess, Chairman of the Defence Forces
{vtirement Benefits Board and President of the
Superannuation Board provided us with an outline
Eistory of the two Boards. The Superannuation Board,
crcoted in 1922, included provision for pensions for *
mombers of the armed services. In 1949, +the Defence
Forees Retirement Benefits Act separated the pensions
of the armed services from those of public servants.

he Superannuation Board has three members, comprising

% president, a member elected by the contributors

«nd the Commonwealth dctuary. The Defence Forces
ILetirement Benefits Board has six members, comprising
> chairman, one representative of each of the armed

cirvices and the Treasury and the Commonwealth Actuary.

Exhibit

69/5,

L )
G,

10°, -n¢

1A,

8. Mr. Burgess' appointment as President and Chairmen

:gs made directly by the Governor-General in Council.
It is Mr. Burgesz! responsibility to attend to the
daily administration of both Board. Until 1959,

the two administrations were quite separate, However,
in May, 1959, when the defence group of departments
moved to Canberrs, the Treasury's Defence Division,
gprrt of which handled the Defence Forces Retirement
Jenefits Board work, accompanied them. As the staff
of the Board's were adjacent, it was considered that
their similarity of function and the number of
services they had in common, justified the joining
of their staffs. In 1963, the Public Service Board
ngreed to integrate the staffs. Accounting and
odministrative staff provide integrated services

ag far as practicable for both Boards although
<2parate accounting and other identifiable records
nre meintained. As far as possible, experts in

ore field, for example, benefits, deal with the
benefits problems for both organizations.

G.106

177,
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%g. Mr. Cowie, the Treasury's observer, stated

at the pregence of a Treasury representative on
the Defence Forces Retirement Benefits Board was
historicsl, possibly because of the Board's former
association with the Defence Division of the Treasury.
However, the Treasury is linited in the extent 1o
which it cen intervene in the daily administration
of the Superannuation Board. The legislative
activities of both Boards are considered by the
Treasury which is concerned in all policy metters
ariging from the two Funds. Mr. Cowie stated that
a great deal of co-operition had existed betweon the
Treasury, the Superannuation Board, the Bureau of
Census and Statistics end the Taxation Branch in
recruiting programmes., He stated that the Super~
annuation Board had not been neglected in this regard.

The existing organization of the two Boards

40
i§ divided indo four Divisions. The Contributions

and Benefits Division attends to all matters

related to contributions, pensions, invelidity
pensions and medical matters, as provided in the Acts.
Tre Investments Division supervises the investments
of both Boards. The Automatic Date Processing
Division deals with developments associated with the
application of computer operations to the work of
both Boards. The Secretary's Division is an admin~
istr tive unit. However, we were informed that the
organigzation and administrative arrangements of both
Boards are under continuous review for the purpose of

Gle. 216
217, 219
wnd 225,

linking methods, staffing and organization arrangements

to the changing needs and growth in work volumes.
It was roposed to amalgamate the Automatic Data
Processing Division with the Secreiary's Division
into a Management Services Division. This new
Division would represent e considerable expansion
on the existing two Divisions. The total staff
establishment of both Boards, under this proposal,
would be increased from 171 to 224 positions. By
comparison, there had been 135 staff members (100
in the Superanmustion Board and 35 in the Defence
Forces Retirement Benefits Board) in July, 19%9.

41. Much of the additional staff would be
allocated to task forces to overtake the arrears in
the automatic data processing programme of work.
In a subseguent letter, Mr. Burgess stated that
1854 men weeks of work had been programmed until
30%h March, 1966 for the automatic data processing
operation, He advised us that 4 task force teams
had been recruited, each of 6 members, Two of the
teams were still in training as at 24%h March, 1965.
4 proposal for two more teams was pending the
absorption of two existing teams in training into
the task force. Mr.Burgess stated that although
the overall sutomatic data processing progremme is
behind schedule, he hoped to have overcome the
arrears by September, 1965.

42, Pwo graphs included in the exhibits
indicated that the Superamnuation and Defence Forces
Retirement Benefits Boards are subject to wide
fluctuations of work loads. It was claimed that
these wide fluctuations pose very considerable
probvlems in endeavouring to determine staffing

to meet changes in work volume om the one hand

and on the other, to avoid overstaffing which would
follow from work estimates based on peak loads.

It was stated that, to some extenk, tThe adminis-
tration vrohlems of beth Bozrds ape dependent

on the timing of decisions for changes in legislation

Q.120 and
Exhibit
69/5.

Qfs 125
and 150
and
Coumittce

1le
1964/5/70

Exhibits
69/3,69,
and 63/5
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ond pay codes, particularly when they occur in the
final quarter of a financial year. In the first
instance, contributor adjustments are made by
Departments and Authorities. This was said to
place an unusual burden on their Staff Sections.
When 2ll necessary documentation has been completed,
including the incorporation of the changes into

the accounts of the Defence Forces Retirement Pxlibits
Baonefits Board snd the Superannuntion Board, two 6§/3 6§/4
+t0 three months could often have elapsed since the a0t é

commencement 4f adjustments by Departments and
Authorities. It was olaimed that if an increase in
the basic wage is determined in the first half

of 1965, and is reflected in the pay codes of the
armed services, 150,000 adjustments will be necessary
in the finnl quarter of 1964-65. Normal
~dministrative practices would not be sufficient

to enable the preparation of annual accounts by

30th June in time for their inclusion in the
Auditor~General's Supplementary Report. Subject

to this exception, however, it was felt that it

would be possible to meet the timetable set by

the fuditor-General to produce the financial statements.

43. We were informed that when computer operations

have been properly established, it should be possible

to reduce the wide fluctuntions of work loads referred

to and, at the same time, to keep all records

reasonzbly current. The first investigations into

the scope for applicntion of electronic data processing

te financial and administrative records were made in

1958. It is expected thot 200,000 contributors' and
pensioners' historical records should have been taken

up on the computer by the end of 1965. It was claimad

that this would enable decimal currency conversion o
to be arranged by February, 1966. We were informed Brhibit
thet weys and means for overcoming the problem waused 69/5
by o basic wage addition are being taken into congid-
cration by the dutomatic Data Processing Division in

\he designing of new procedures for use with computers.
While the numbers of staff and organization pattern
provided for in current negotiations with the Public

Sorvice Beard should enable the programme o be

~chieved by February, 1966, it was said that there

could be delays Que to availability of staff and

other factors. To meet this situation, it was

anticipated that extensive overtime of available

pcrsonnel would continue during 1965 and possibly

into the early part of 1966. The following table

was submitted fto show the amount of overtime worked

in the Superannvation and Defence Forces Retirement
Benefits Boards in recent years :-

Year Amount Estimated Estimated
Man Hours Man Weeks
H960-61 £20,036 22,262 602
1961~62 £20,712 23,013 622
1262~63 £ 9,998 11,100 300
1963~64 £19,421 21,560 582
£70,167 77,935 2,106
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YR We were told ‘that the expansion of Cash
asceaunts, t0 provide for accrusls and other trans-
actions in Commerciel Account form, is arranged
by the ugse of 62 additionsl agcounts. It was

stnted that accounting mechines have been in use Exhibit

for some years to provide for accumuletions for
Investments, Contributions and Benefits and certain
other basic material which is readily available =t
the end of each financial year. Further calculat-
ions are necessary however for accrual accounting
adjustments for & number of items, Thesc are
cxtracted from the records and are incorporated

in the 62 accounts mentioned. The range of
recording in 9 of these 62 accounts was said to be
well suited to computer operation.

45. The information required for ‘the Provident
seoount has been taken on to punched card recerds

~g the first step towards computer operation. The
remrining information for Reserve Bnits and Deferred
Contributions is assembled on monuzl records. It
wns claimed that the availability of information

for the Provident Account can be adversely affected
by delays in coding of variation statements which,
in turn, are adversely offected by arrears in the
automatic data processing (computer) area. The
current programme for conversion to computer operation
provides for fhis problem to be resolved within the
financial year, 1964~65. It was stated thnt the
~dditional staff being considered by the Public
Service Board for the Accounting Section would be
responsible for maintaining the manual records

for Reserve Units and Deferred Contributions in

2 current condition and balanced with cash trans-
‘ctions pending the design of new computer methods.
Wl. were informed that there arc certain complexitics
in this phase of accounting which justify the
parellel operation of manual and computer records
vrior to the total process being placed on computbers.

46, In recent years there have been delays in
the presentation of the certified nnnual financial
statements of each Board to the Auditor-General. In
the case of the Defence Forces Retirement Benefits
Joard the certified financial statements for 1960-61
were submitted to the .uditor-General on 14th August,
1962; for 1961-62 on 1st March, 1963; for 1962-63
on 27th April, 1964; and for 1963-64 on 20th
February, 1965. In the case of the Superannuation
Board, the certified financial statements for 1960-61
vere submitted on 14th fugust, 1962; for 1961-62

on 31et January, 1963 and for 1962-63 on 28th April
1964, It was expected that the Superannuation
Board's certified financial statement for 1963-64
would be presented to the Auditor-General in

Mnrch or ipril, 1965.

. Your Committee was informed that the delays
in presentation of the accounts of boith Boards had
been a by-product of large fluctuations in work
londs arising from chenges in legislation and pay
codes, referred to earlier. It had been necegsary
to temporarily divert as many Accownts sbaff as
possible to urgent current duties, resulting in an

69/5

Exhibit
89/5

Exhibits
69/3 ~nd
69/4

Exhibit
§9/3 and
69/4
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accumulation of work essociated with accounts and
supporting records. Another aggravating factor

had been the difficulty in retaining an officer Exhibit
in the position of accountant. The question of 69/3

a rcelassification of this position had been and 69/4
ploced before the Publio Service Board for

consideration.

48, A further revision of the organizetion
of the integrated staffs of both Boards had been

made to ensure that accounting staff is not diverted

to other duties and that progressive recording of

all necessary information can be maintained, using

methods which will permit the completion of

financial accounts soon after the end of the fin-

ancinl year. New accounting machines are being Exhibit
installed and supporting records, previously pre-

pared 28 incidental to contributors! and pensioners!
recording will be integrated into the accounting

system. A further feature of the new arrangements

will be the adoption of accounting methods which

can be merged into the computer recording of infor-

mation for Defence Forces Retirement Benefits

Contributions and Benefits. The adjustments in

staffing necessary to put the new system into

operation are being examined by the Public Service

Board.

49. Mr. Burgess stated that the preparation of
annual accounts with accrual information is only a
snall part of the overall problems confronting the
Boards. The most important problems are those of
keeping the accownts current and meeting other
requiroments of the administration, actuarial
v-lurtions and meintaining flexibility to meet the
consequences of chenges in policy. He indicated

that it is his intention to have the 1965-66 accounts
produced by August or September, 1966.

Q.125

50. Mr, Burgess drew a distinction between cash
nccounting information and the annual accounts'
gtatements. Cash accounting information, which
forms the basis of his office's progressive control
of cash and progressive management, was said to be G.125.
quite suitable and adequate for that purpose. He
stated that, in addition, his office has to develop
acerual information that would not be maintained
during the year and is significant only at the end

of the financial year. In this regard the 62 accounts
mentioned in Exhibit 69/5 must be built up and
sufficient staff have been sought to ensble this

%o be done. Mr. Burgess felt that the accounting
system as it hnad been developed and as it will be
expanded with new accounting equipment, will meet
nost of the needs of his office.
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5%. We were informed that the stetistical material

which accompanies the Annual Reports is currently

the main factor delaying their presentation to

Parliament. Mr. Burgess indicated that in respect

of 1963-64, he would not be nble to prescnt the

Report of the Defence Forces Retirement Benefits

Board until after April or May, 1965, when his Gle. 12
office would be bringing the statistics for the to %284
Defence Forces Retirements Benefits Fund up to date

and predicted a further delay before he would be

able to obtain statistics for the Superannuvation

Board's Report. He stated that although the

Reports traditionally depend on the statistics, he

hed initiated an inquiry into their necessity. The

Boards had considered presenting interim reports

but little would remain to report on if the statist-

ical informetion were to be excluded from the main

Reports.

2, Mr. Burgess informed us that a detailed
analysis of the reasons for delay in the present-
2tion of Reports had shown that the principle causc
of delay had been the need to give priority to the
payment of pensioners if pension increases were
known or pending. This activity had always been . .
y:garded as a primary function of the Boards rather Qls. 12
shan the function of reporting. The priority given to 134.
to the payment of pensions has resulted in the
staff working considerable amounts of overtime, and,
ot times, staff hove been borrowed from other
Qepartments. Because thoy were wnskilled; however,
later adjustments to the records had been necessary.

Mr. Burgess claimed that this had caused the

Public Service Board and himself to exnmine his
office's current needs. In these examinntions,
attontion had been pnid to the need for intensive
training, changes in structural organization and
the requirements for staff to obtain initial
experience in one aspect of the work and then in
other aspects, so that it would be possible to draw
staff from some sections of the office to meet peak
loads of work in others. Mr. Nordeck, the Public
Service Board's observer, stated that as far as

he knew, most of the negotiations botween the

two Boards and his office, to inerease staff from
180 to 224, would be resolved in the near future.

53 Mr. Burgess gave us an assurance that membors
of both Boards have no doubt thot the annual Reports

of each Fund should be presented to Parliament in

accordance with a directive given by the Prime

Hinister's Depariment, However, he drevw a Q'e. 154
distinction between the preparation of accounts and 15%5.
which can be submitted to the Auditor-General on

& priority basis and the statistics which together

with those accounts and the narrative, comprise

the Reports. Mr., Lawrence confivmed that the
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legislation relating to each Fund provides that

thae accounts of the Funds shall be audited by

the duditor-General. He stated that the accrual
necounts of both Boards cre submitted to the e
auditor-General when completed and it is on those Q's
accounts that the auditor-General gives his
cortificate. He added that it is most desirable
that the accounts of Departments and asuthorities
should be available at least for inclusion in
the Supplementary Report.

54. Mr. Burgess stated thet there had been
considerable discussion regarding whether or not
the preparation of sccruel accounts should be
continued. Mr. Lawrence informed usg thet the
question of the form of the accounts was considercd
by the Superannuation Board in 1962, From the

fact that no chonge had been made in procedure,

he presumed that it was an administrative require- Q's.
ment for the accrual accounts to be prepared. Mr. to 160.

Burgess confirmed that the decision had been taken
o produce the accounts in their present form.

He added that he required accrual information in
order to determine the earning rates of the Funds
and o supply accrual information to the ictuary.
The JAetuary requires certified statements to
develop his figures,when he is making his
valuations 2% the end of each year.

55. Mr. Lawrence stated that on the evidence
egiven to us, there appeared to be prospects of
overcoming the arresrs that have been causing conccrn.
ile ndded that the Audit Office was hopeful that

the Boards will be able to comply with the require-
ments of Perliament in relation to the provision

of reports and financisl statements. He assured

i

us that the Audit Office will continue to give Q..
its utmost co-operntion in order to facilitate 20
nd expedite the presentation of accounts. . He 22

agreed to advise the duditor-General that if the
neccownts are not quite ready for the Auwditor-
General's Report, the Auditor-General could
make o reference to the steps taken a2nd the
achievements m2de in order to prepare Your
Committee for his Supplementary Report.

3
4

154

and 155.

158

211,
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56, The evidence submitted shows cleariy that delays
that have occurrcd in the presentation of the financiel
statements of both Boards have arisen meinly from largs:
fluctuations in work loads arising primarily from chang:s
in legislation and pay codes.

57. Your Committee notes the statement mede by the
Treasury observer that the Superannuation Board has not
beon neglected by the Treasury in regard to staff
recrultment, We 4id not, however, receive a similar
Agsurance in respect of the temporary provision of st-~ff
to assist that Board and the Defence Forces Retirement
Benefits Board in regard to the handling of peak work
loads. We suggest that, notwithstanding lr. Burgess'
shatement that temporary siaff is of limited value for the
Boards' purposes, every opportunity should be taken to
cnsure that such temporary staff as can usefully be madec
nvailable by the Treasury during peask work load periods
should be provided.

58. In examining the present organisation of tho
int.grated staffs of the two Boards, we were concerncd
t0o find that there is a substantial gap in the salary
structure between the Chairmen and President of the Bor.ri.
~nd the next range of cfficers below him, TFollowing =n
indication from the Chairmen and President, Mr. Burge.is
that the top structure of executive assistance is insufi-
icient for the purchases of both Boards,we trust that
this aspect of the organisation will be closely examin.d
by the Public Service Board during its ourrent overall
examinations of the sbtaff structure.

59. Your Committee is =2iso concerned that the Boarus
have experienced considerable difficulty in the past in
filling the position of Accowntan®, o position clearly
identified with the production and early availability
of the financial ste™euentn “has ars the main subjects
of this inquiry. We fcel that the early resolution of
the problems associat:d vithi that position will be of
considerable benefit to both Boards.

60. The Committee cxamined closely the proposals of
‘the Boards relating to ausomatic (electronic) data
processing. It is clear that the implementation of
these proposals will provide ecasiderable relief for

the Boards in regara o the efvects of work fluctuations.
We will observe fthe introductiion of this system with
great interest and would request the Boards to furnish
us, towards the end of 1966, with a report on the
nchievements resulting from the introduction of automctic
(electronic) data processing and <he extent of any brck-
log of work on hand at that Vime.

61. In regard to the problems associated with
2cerual accounting, Your Committee considers that o
strong case exists for the Boards to undertake some
experimental work to establish whether or not accrual
accounting can be brought to completion soon after the
cnd of each financial year, thus permitting the financial
statements concerned wo be completed quickly and
submitted for auwdit,
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62, We note that, over the years, the principle
ceuse of delay in tho presentation of Reports to the
Parliament has been the need to give priority to the
peyment of pensioners If pension increases were known
or pending. While the objective of making early
payment %o pensioners is commended, we would point out
that a failure o present reports to the Parliament
28 soon as possible after the conclusion of a financial
year can operate to the detriment of other and wider
interests of the same pensioners.

63. Mr. Iewrence, the Audit observer, undertock to
examine the possibility of including in +the Auditor-
General's Report, & reference to steps taken and
achievements made by the Boards wherc circumstances
were such that thelr financiel statements could not be
submitted for audit in time for inelusion in the
Auditor-General's Repori. Whilst we feel that this
would serve a very useful purpose, we would recommend
strongly that when 1t becomes apparent to a Department
or Authority that it will be unable for any reason

to meet the timetable requirements of the Auditor-
General it should so advise the Auditor-General and
concurrently indicate to him the problems involved

and the likely date of presentation.

CHAPTER IV - CONCILUSIONS

64. In Chapter I of fthis Report we stated that cach
year since 1959 we have conducted a separate series of
~nnual inquiries relating specifically to metters raiscd
in each Report of the Auditor-Genexral.

65. In our Sixty-first Report relating to the Reports
of the Auditor-General for the financial year 1961-62

we stated that the inquiry covered by that Report was

cne of the shortest conducted by Your Committee in the
rrocuss of following up matters mentioned by the Auditor-
General. We indicabed that this fact could be taken as
indicative of the value of +the investigations we had
pursued as many of the matters to which the Auditor-
General had found it necessary to refer, often over a
period of several years, no longer reguired comment

in his Annual Reports - the insbances were Ffewer and of
A more minor nature.,

66, The present inquiry relates to only four
mytters referred 0 by the Auditor~General in his
Reports for 1963-64. Consistent with the view expresscad
in our Sixty-first Report, we believe this indicates
that further improvements have occurred in the quality
of the work audited by the Auditor~Generzl. At the
same time, however, the present inquiry has highlighted
the need for Your Committee %o continue each year, to
cxamine carefully the Reports of the Auditor-General
as provided for wnder Section 8 of the Public Accouhts
Committee Act 1951, vt for the present examination,
the matters relating to telephone debtors of the
Postmaster-General's Department might have passed
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winoticed. Furthermore,whilst no speeific crificisms
relate to the inquirles into the Defence Porces
Retirement Benefits Fund and the Superannuation Fund,
ve believe that the evidence obteined represents an
invaluable review of these activities,which have
experienced wnusual administrative difficulties for a
number of years and which normelly attract congliderable
public interest.

67. On this occasion, however, the Repoxrts of the
suditor~General have served a wider purpose in terms

of Your Committee's more general powers under the
Public Accounts Committee ict. Cortein metters refurred
to by the Ahditor-General have suggested fruitful
avenues of inquiry for the Committec and these will,

as circumstances permit, find their place in our
programme of work.

For and on behalf of the Committee,

G, Ao
Py Hdtd Richard Cleaver

Chairman
David N. Reid
Sceretary
Joint Committee of Public Accounts
Parliament House, Canberra. A.C.T.

8th April, 1965.
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