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3.

DUTLES OF THE COMMITTEE

Sootion 8 of tho Public Accounts Committoo fict 1951-1965 roads as
follows 8-

8. Tho duties of tho Committoo are -

(a) ‘to oxamine the accounts of the receipts
and oxpenditure of the Commonwoalth and
oach statemont and report transmittod
to tho Houses of Parliament by tho
Auditor-Gonoral in pursusnco of sub-
section (1e) of section fifty-threo of
tho Audit Aot 190119503

(b) to woport %o both Houses of tho Parlisment,
with such commont as it thinks £it, any
items or matters in those accounts,
statemonts and reports, or any oircum-
stancos conncoted with them, to which the
Committoo is of the opinion that tho
attontion of the Parliamont should bo
directods

(o) %o woport to both Houses of the Parliament
any altoration which the Committos thinks
desirablo in the form of the public
accounts or in tho method of koeping them,
or in tho mode of xecoipt, control, issuc
or paymont of public monoys; and

(4) to inquiro into any quostion in connexion
with tho public accounts which is reforred
to it by oither House of tho Parliament,
and to roport to that House upon that
quostion,

and includo such othor dubies as aro assignod to the Committoo
by Joint Standing Ordexs approved by both Houses of the.
Parliamonte
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JOINT COMMITIRE OF FUBLIC ACCCUNTS

EBIGHIY~-SEVENTH REFORT

THE REPORT OF THZ AUDITOR-GENERAL
PINANCTAT, YR 1965-66

CHAPTER 1 .~ INTRCDUCTION

The first duty of Your Committee as set down in section
8 of the Public Accownts Committee Act 1951-65 is:

"{a) to examine the acoounts of the receipts
“and expenditure of the Commonwealth and
each statement and report transmitted to
the Houses of the Parliament by the
Auditcr:céneral in pursuvance of sub-section
(1) of secticon fifty-three of the audit
Aet 1901-1950."

The second duty of Your Commdttee is:

#(b) to report to both houses of the Farliament,
with such comment as it thinks £it, any
items or matters in those accounts,
statements and reports, or any ciroumstances
connected with them, to which the
Committee 1s of the opinion that the
attention of the Parliament should be
directed. "

2, The Report of the Auditor-Gemeral for 1965-66 vas
presented to the Parlisment on 24th August, 1966,
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3. On 25th August, 1966 Your Committee dimcussed with the
Auditor-General several items on which he had commented in
his reports Written statements were then obtained from
departments and after a selection had been mads, the matters
referred to in Chapters 2 to 7 inclusive were mads the subjeot
of detailed examination by your Committee.

4o Ths items selocted for detniled exomination were made
the subject of a public inquiry held at Parliament House,
Conberra on:

Monday 12th September, 1966
Tuasday 13th September, 1966,

5, The fallowing witnessss wers sworn at the public inquiry
and wore examined by Your Committee:

DEPARTMNT OF EXTRRANAL, AFFATRS

Mr, K.G, Brennan ~ Senior Assistant Secretery, Management
Services Branch,

Yr, R.B, Johns ~  Finance Officer,

DEPARTIENT OF THS TNTSRIOR

Mp, L.L, Gillespis - Aassistant Secretary, Zstablishments
and Finance,

¥r, D.¥, Lelor =~ Director, Finance and Supply.

DEPARTMENT OF THRE NAVY

¥r, C.M, Colgen ~ Assistant Secretary, Finance
¥, J.0 MoEntee -~ Director of Naval and Air Stores.

NORTHSEN TERRITORY TOURIST BOARD
My, D.L, ¥illiams - Direotor..



Te

DEPARTMENT OFF PRIMARY THDUSTRY

¥, J.D, MacFarlene 1.S.C, ~ First Lissistont Secrotary,

“xrort Inspection and Manage-
ment Services Division,
¥, D.P, Oleaxry - Divector, Management Services
Division,

DEPARTMENT OF TR:DE +iD TDUSTRY

¥r, D,0. Dickingon ~ Assistant Secretary, Management
Servioes Division,

My, F,B. Doherty «~ Aoting. Finance Officer,
Management Sexvices Branch.

6. During its inguiry Your Committee was assisted by the
Pollowing observers:

Audit Office -  Mr, J.K, Iawrence
Public Service Board - M. G.N. Vanthoff

Department of the
Treasury - Mr, G.J, Balfour.
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CHAETER 2 DEPARTMENT OF EXTERNAT, AFFAIRS.

Te Poragraph 58 of tho Auditor-General's Report for
1965-66 contained the following commont:-~

"Refercnce was made in paragraph 57 of
ny 1965-65 Report to difficultics obscrved
in tho control exwrceiscd by the Department
ovor the icestnting for rublic noneys ot
overseas offices and the recording and
recovery of amounts which had veen
disbuised by overucas orfices to Australians
in finoneial distress in other countrices.
These mottors vere examined by the Joint
Committco of Publio Accrunts and
roported upon in its Scvonty-Bighth Repo.t.

To overcome tho difficultics previously
reportod the Department has ndviscd that
additional dotniled accounting instructions
have beon issued ond that corrective
action generally is continuwing. The
Department also stated thot it has
submitted to the Public Scrvice Board
proposals for major ro-organisations
in its Management Services Bronch which,
in the Department's opinion, will result
in a strengthening of the operationsl,
instructional nnd audit aspects of that
Branch's vork and should eliminate many
of the prosont weaknesses,

Audit reviews throughout the year
confirm that cfforts have been made by
the Department to improve its
accownting procedures and, in addition
to the matters referred to above, included
visits to a nunbor of its overscas posts
by Australin-bused officials who, among
other things, deal with problems associnted
with the overseas accountin;, functions.
Fevertheless, unsatisfretory aspects in
overseas accounts continuc to como under
zudit notice and it is cvident that the
remedial action being taken by the
Department is. not yot fully operative, "

8. In Your Committee's Soventy-Eighth Report, referred
to by the Auditor-Genoral, we found that there had beon a
failure in the Department's overseas posts to motch vouchers
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detailing the nature ~f orders for supplies with the paid P.P. no.
accounts for those supplics ond that thore had also been ?_;2:25 _66.
o failure within the Departmont in fustralia to undertake a

degrec of exnmination prosoribod in rospeet of paid aceounts

forwarded to sustralin. In rogerd to the Dupartment's

foilure to submit matching purchase wvouchers, Your Committce noted
that the then rueently revised Troasury Directions had

removed any degros of uncerteinty as to the submission or

rotention of focumnts at ovorseas posts, In respect of the

Iimited cxamination afforded by the Departmont to docuunts

recoivod from ovorseas posts, we stated that, while the

Treasury Dircction stipulntes that o complete examination

mast bo made such Nircction must be obeyed implicitly and

that consequont inndequacies becoming evident in the staff

structure wereto be a maitor of intornal administretion to

bo resolved in conjunction with the Public Scrvice .oard,

9 On the occasion of our public inquiry into matters

ralsed in tho latest Report of the Auwditor-General, the Exhibit no.
Depariment tendercd o submission jin which it vms stated thot 87/4
the Treasury Manual, .lvich embodics tho Audit Act, the

Treasury Regulations, tho Troasury (Ovorseas Acc unts)

Dircctions and Treasury Dircofions hnd been distributed to all
oversens posts immedintely it wms issued by the Treasury in

July, 1965, Tho Dopartucnt hed issuved also o circular

memorandum Yo cover tho introduction of the rovised Treasury
(Oversecas Accounts) Dircetions and had subsequently issued

several sther cirecular advices to posts, There had becn more

than 1,000 pages of correspondence with overseas posts since lst
July, 1965, which werc designed to assist posts in complying

with Troasury Regulations, and since lst January, 1966 three offi crs
of th:a Ienagemont Services Branch had visited a total of 17
oversens posts. During the course of the overseas visits,

the opportunity had been taken to deal with problems in

relation to accounting furctions of the Doportment,  Futhermore,

a departmental manual on ovorseas accounting instructions, which
will explain in detail those sections of the Treasury Manual

having particular application to. posts, was being prepared for
distribution and is expooted.to be issued to all ovorseas posts

by let January. 1967.
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10, Sho Department also stated thet after Your Committeo

tobled its Sovonty-Eights Report, tho Finance Scebion had,  Ixhibit no.
within the limits of its resources , tried to perform a 87/4
complet: examination of all accounts rcceived from overseas.

posts.  Howver, it had been found impossible to perform this
complets examiration before re-imbursing the posts' imprest
accounty, and yet suill effect re-imbursement within the currency
of the succeeding month,and the Deportment had been obliged
therefore to effoct re-imbursement before the examinntion

was completed, Subsequently the Dcpartment of the

Treosury had adviscd by memorandum that it wns not

intended that the revised Treasury directions should roguire

o 1007 excmination to be mde oither before or after
re~inburscmonts werc mde and that the situntion would be
clarified by a revisud Direction.

11. Referring %o its staffing difficulties, the Department Exhibit
stated that a major re-organisation proposal in respect of 87/t
the Mmagement Services Branch was being cxamined by the
Public Service Board. The Pinonce Scetion had already
been inspected and the cstablishment of the section
incrensed from 18 to 26 positions vhile, at tho same time,
7 positions had been subject to salary re-classifications.
It was expected that the re-organisetion would strengthen
the operationa’. and instructionnl aspects of the Branch's
work and that the Depertmont would be supported further if
Jte proposals in the intermal audit and methods fields were
accepted.

12. The Deportment also stated that it accepted the Exhibit no.
Auditor-General's criticism tho’ wnsatisfactory aspects 87/4
in respect of overseas accounting had continued to come under

notico and that the remedial action taken by the Department wes

not yot fully operative, However, accowntbing overseas

presented difficulties and it was believed that n sustnined

effort over some yeors would be required. In the light of
experienca gained in the first year of operation under the,

revised Treaswry Directions, the Department had suggested to

the Department of the Treisury the need to revise certain

Directions nnd further suggestions would be forthcoming.
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13. We quostioned Mr, Brennen as to the steps taken by his
Department to inform the Departmont of tho Treasury that it Q 18
wes not possible to undertoke o 100,’zlemuninntisn of wouchers
received from overseas posts as required by the Treasury
Directions, Mr. Brennon indicated thet no specific advice

had been directed to the Department of the Yreasury but he

felt sure that the Deportment wos fully awnre of his own
Department's difficulties in this respect. Mr. Brennan also
stated that the Department of the Treasury had not advised

his Depaxtmont wntil 12th July, 1966 that it was not the intention
of the Treasury Direotion that a complete examination should

e undertokon,

14. We asked Mr. Bremnan whether his Department, in Q198
failing to conduct o complete examinntion of the vouchurs

recelved from oversens posts before those posts wore

re~inbursed, was breaching the Treasury Direction which

required that such on examination should be undertaken.

However, the witness believed that the Direction had not

been breached as the point of time at vhich the examination

should be conducted had not been specified in the Direction,

Vie wore informed thet Treasury Direcbion 34/79, reads Q233
as followss~

"The Chicf Officer shall, for the purposes
of Regulation 132, arronge for the examination
of all accounting documents received from an
overseas office to ensure that the provisions of
the 4ct and the Treasury Fegulations and any
Direotions given therein have been complied with,"

Mr, Brennan suggested that in the light of the wording of the
Direction, the Department had committed no breach of the

Direction by deferring the examination of the vouchers until

after the re-imbursement had been made. The Treasury observer,

Mr, Balfour, informed us that the proposed wording of the revised
Treasury Direction 34/79 reads as follows:- Q1395
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"The Chief Officer shall orrange thot
accounting documents, received from overseas
offices operating an imprest account, are
examined before re-imburscment is mde
Yo verify that -

(a) all items of receipt and
expenditure have been
corxrectly listed in the cash
sheets; and

(b) all aco unts pid at the
overscas office have beon
certified and authorised by
a cortifying officer as
defined in Clause 5 (1) of the
Treasury (Overscas Accounts) Directions."

The revised Direction goes on to say -

"In addition, either before or after
re-imbursement. the Chief Officer shall,
for the purposes of Regulation 132, arrange
for the examinntion of such of the account~
ing documonts as he considers adequate to
ensure that the provisions of the Act, the
Treasury Regulation and the Directions given
therewnder have been complied with."

15. %e noted from the deparimental submission that certain
amendments to the Treasury Directions he” heen suggested by the Q 204
Department of Bxternal Affairs and thet further suggestions
were to be forthe ming., Te asked Mr, Johns to relate the
noture of the amendments which hnd been suggested and we

were informed that suomissions had been made to the

Department of the Treasury in respect of such mtters as the
owrrency conversion clauses of the new Directions, the
dofinition of o Chief Officer, overseas competitive tendering
in respeot of the procurement of supplies at overseas posts,
the reconciliation of bank accounts and the approvals required
prior to the receiyt of a requisition for supplies or services,
However, the Department had been successful in its

submissions only in respect of the reconciliation of bank
accounts; no advice had been roceived from the Department of
the Trensury relative to the revision of Direction 34/79.

16, Weo then sought from Mr, Balfour an assurance that, if

an examination of the current Treasury Directions suggested Q 207
that further amendmnts were required, such amendments would

be effected without delay,
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In a subsequent submission wo wore informod that before the Comd ttee
Treasury (Overseas Acc umts) Directions came into force 1566/5
on 1st July, 1965 thce drafts had been discussed in detail

in Deportments, including the Dopartment of External 4ffairs,
While the drefting was in progress, departmental suggestions
had been considered and incorporatod or otherwise dealt

with, but the Dopartment of the Treaswry had oxpooted also
thot furthor suggestions for amendment and improvement would
be mde in the light of practical expericnce. A memorandun
received from the Department of External Affairs dnted

12th August, 1965 contained only one suggestion which has
subsequently been shown to ralse practical difficulty -
that relating to bank reconcilistions - and after further
discussions, that practical difficulty had been overcome.

The other mattors raised in the memorandum wore, in the

main, suggestions for clorification of or improvements to

the words used in the Directions. Those suggostions, not
21l of which had boen acceptable to the Department of the
Treasury, had been exnmined; some would be met by amondments
different from those proposed by the Depurtment while others
had been noted for frrther consideration,

17, Ve weore informod also that, because of continuing staff
shortages in thosc sections of the Department of the Treaswry Commlttee
which denl with proposed amendments to tho Aulit Act snd Teee /s
subordinnte legislation and because the Department wished to

give full consideration to other similar suggostions which

might be received from other sources, the Department did not

considor it dosirable to rush into immedinte amendments.

However, direotions had been in operation for over a yoar and

this period should have provided the opportunity for any

diffioulties of substance to show F lves. Accordingly,

where it has beon shown necessary now to amend an existing

provision, appropriate action will be taken,




18, ¥r. Bronnan indicated that, in an endeavour to meect

the Avditor-General's criticism that wmsatisfactory aspects

in overseas acocnmts continue to coms wnder sudit notice, Q 178 ond
three officers of the Management Services Branch of the 180,
Depertment had visited 17 overseas posts. ‘Ye asked whether

it was the intention of the department to ensure that all

posts wore visited eventunlly, but it was stated that a

primory diffioulty in achieving such on end lay in the number

of posts which existed. Mr, Brennan stated that he had visited

5 posts during a pordod of 23 days and Mr, Johns stated that he

had inspected 11 posts over a pordod of &} weeks, However,

the total number of posts amounted to 50 and, while the

Departmont would not deny that the inspoction of posts had

been inadequate in the past, it hnd not been possible to

inspoot all of the posts because of other demands upon the

timo of' departmental officers., However, as a result of the

visits which it had been possible to arrange, there had been

a discornnble lmprovemont in the quality of the accowting

ond a much better understanding of the requiremsnts of Head

Office in the posts which had been inspected.

19, Ve also asked Mr. Bronnsn what action had been taken

as a result of our earlier ariticism of the debt of $76,000 Q 210
vadch had accumilated in respoct of finanocinl assistance

extended to distressed Australions overseas. It ws

indicatod that, although the omount which may be loaned without Bxhibit
reforonce to tho Head Office of tho Department is limited 81/4
to $30,00, the sum outstanding hnd increased from $76,322 in

196465 to 77,044 in 1965-66, We were informed that letters

seelcing repayment of the loans were sent to all debtors every

three months, as a mtter of routine, and thnt if the first

lettor is not acknowleged, a second letter is despatohed Q 213
immedintély. If there is no response to the second letter, the

mtter is then pleced in the hends of the Commonwealth Crown

Solicitor in order that a solicitor's letter mny be prepored

seeldng repayment,
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If the Orown Solicltor's letter is returncd unopened, the
services of the Commonwealth Police Force are employed in
order %o locate the debtor. If the debtor could eventually
be located, the Orown Solicitor is then asked to seek a oourt
Judgement for the recovery of the money.

200 M, Johns indicated that, although the sum of the debt
outstanding included debts incurred by soms people who had Q.213
no intention of effecting repoyment, most of the debts had
been inourred by Australions who had become distressed
overseas though no favlt of their ovm and vho had been
repatriated in conditions involving considerable hardship,
The larger sums advanced had been the result of circumstences
in which an entire family had %o be repatricted to Australia
but in such instonces Commonwealth funds had been committed
only after the Department was satisfied that the family was
not in a position to roise sufficient funds on its own beholf,

Conclusions

21, The written statement submitted by the Department, prior
to the opening of our inquiry, was supported by copies of a
nunber of memoranda which had been circulated to overseas posts
drawing the attention of officers concerned to the need for a
higher standard of accounting practices oversens, Your
Committee feels thnt o statement appearing in one memorandum
is well worthy of recital in thnt it admirably summarises

the attitude of Your Committec to administrative failings,
not only within the Depurtment of Extermal Affairs, but in any
department which is subjected to public examination, The
memorandum stated, intor-alin,s-

YA starting point with regulatory authorities,
such as the Auditor-General and the Parliamentary
Joint Committee on Public iccoumnts (as indeed it
is vith the Dopartment) is that those who have
the custody and control of public funds have a
responsibility to expend those funds in accordance
with the directions of those who put the funds wnder
their control, Any failure to live up to this
obligation is rightly looked upon as a failure to
discharge a responsibility of some importance.
and consequently slackness in dealing with funds
suggests to regulatory authorities that those
who have the control of the expenditure have the
wrong attitude townrds the expendiiw e of funds,
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A department with a reputation for

prudence and caution in the

expenditure of funds ie more likely to

have its requests considered favourably

than one which has developed a reputation for
slacknesse Regulatory Authorities, not
winaturally, infer that such Departments
regard the financial aspects of polioy
issues as unimportant - or at any rate
subordinate."

224 Your Committes has reviewed the evidence, not
only in respect of the inquiry upon which this Report is based,
but also that which was tendered during our inquiry at the
close of the financial year 1964~65. We have noted that

the Department of External Affairs has persistently objected
to the Department of the Treasury that certain Treasury
Directions are impractical in their appliocetion to the
financial adminjstrztion of overseas posts and thot these
objections have been voiced before Your Commibiee during
our inquiriese However, we would reiterate that it is

not a function of Your Committee to resoive differences
existing between departments of the administration. Your
Committes's function is to satisfy itself that public funds
are being employed in an economical and efficient manner

tut the repeated criticisms of the Department of External
Affairs by the Auditor-General suggests that the vequired
standard of administration is not being achieved within that
Departmonte The Department itself, in its own memorandum
(see ahove) is conscious of its shortcomings in this respect
and we trust that the reorganised staff structure now
existing within the Management Services Branch will result
in a higher standard of accounting and a consequential
absence of any oritical comment in future Reports of the
Audifor-Genecrals.
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CHAPTZR 3. -~ THPARTMENT OF THE INTERTOR

23 In his Report for the finanocinl year, 1965-66 the
Avditor-Gencral mrde the following comment:—

"Audit review during 1965-66 disclosed
unsatisfactory departmentel accounting
for Miscellaneous Revenue and related
sundry debtors in the central accownting
section of the Department in the
Australian Capital Territory, Miscelleneous
Revenue of the Departrent excludes ma jor
items such as rents, rates and mortgages.

Miscellaneous Revenue is brought to account
in the Department's central aco.unting
section from information supplied by the
several Branches ond Scctions administering
the vorious activities in the Australian
Copital Territory.

Unsatisfactory features discloscd by the
Audit examination inoclude innceurate and
inconpistent classification of revenue
receipts, lengthy delays in entering items
in the debtiors accounts nnd in the recovery
of debts, delay in reconciling individual
debtors accounts with control accounts,
wncleared credit balances, and inadequate
accounting instructions and supervision.

In reply to Audit representntions, the
Department hus stated that the unsatisfactory
position has been contributed to by staffing
difficulties and delay beyond the Department's
control in the installotion of more efficient
accounting mnchines required to meet the
demonds of expanding departmental activities.

The department hes demonstrated that mach
has been done to corract the shortcomings and
a review of the accounting procedures is in
on advanced stage."

24. During an inquiry the iudit Observer, Mr, Lawrence, Q52
suggested that the relotive importence of the wnsatisfactory

fentures could be gauged from the content of o memorandum

vihich the Chief Auditor hnd directed to the Department on

2hth May, 1966, The memorandum had stated:~
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"In August/Soptember 1965 o comprehensive
- review of the accowmting records ond
prrocedures employed in the Revenue Section
of the Finance Branch wes undertaken,
Following this review a conference was
arronged with the Accountunt, Revenue
and Business Undertokings., This office did
not commmicate with the Department in
vriting at this time because my Inspecior
beliaved that because such a volume and
miscellany of points.{in isolation and
relatively minor importance) were involved,
a oonference with a responsible officer of
the Departient would be the most expeditious
method of bringing the mattor to attention
and assisting in promoting remedial actione
I am prompted to write to you now because
ny Inspector has reported that light tests of
ledgers together with general overall
obserwitions indicate strongly that little
if any improvements heve been elfected since
the previous comprehensive review was
vonducted and the abovementioned conference held,"

25 The Department stated that it had beon avmre of the
unsatisfactory position obtaining in the Miscellancous Ledgers
Sub-Suotion and had not overlooked the aspect of accounting
work when planmning the overall staffing and machine
requirements of the Finance and Supply Seotion in 1964 The
action taken at thet time hod since permitted the Department
to remedy the deficiencies which bad existed in respect of
other ledgers mintained by the Depaxtment but the extent of
the work required in respect of those ledgers had demended
that work on the Miscellaneous Ledgers should be deferred,

26 It was stated that the Miscellaneous Ledgers represent
only a small proportion (3,500 accowmts) of the total accounts
maintoined by the Department and that, at 30tk June, 1966 o
sum of $105,000 ws outstonding,in small amounts,in respect of
2,386 dsbtors for such items as clearances of trade wnste and
sewerage, hire of sports grounds ond photographic sales.

The mnjor proportion of accounts numbered 25,000 for water
ratesy 15,000 for general rates, 15,000 for lond rent ond
10,000 for cottage rent,

Exhibit
87/1

Exhibit
87/1

Q 6 & 10,
Commtttee
File 1966/3

and

Exhibit
87/1
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The number of accounts in each of these mx jor ledgers

hos been exponding rapidly with the continuing growth of
Canberra end it was necessery that the accounting relative
to such a large aspect of the work should receive priority
consideration.

27. During our inquiry into matters raised in the 1964-65 P,P. No,
Report of the Auditor-General, we were informed that the i;lgl.:g}ﬁ&
Department had taken steps to purchase three direct

accounting computers in order to cope effectively with the

incrensing volume of work, At that time, two of the mchines

had been delivered and were expected to be operating within

2 short time, bubt the delivery of the third machine wos not

expected until mid~1966, During our latest inquiry, the Exhibit
Deportment informed us thot 4t had suffered a major reversal

in delays affecting the delivery, installation and progromming

of the new unccounting mchines, The first machine had

not become oporational until January, 1966 and the second Q2
wntil April, 1966. Even at the time of our inquiry, the

mackines were operating vell inside of their capacities as

certain programming steps still had to be effected. The

delay in having available the ndditional machine capacity,

together with the work necessery to effect the conversion

of accounts to decimel currency, had also been o factor

vhich denied the Department the opportwnity to concentrate

attention upon the Miscelloneous Iedgers.

28. Mr, Gillespie informed us that the new machines Q.25
incorporated. several computer-like characteristics and could.
produce informntion stored in a "memory" almost at the touch

of a button, However, the mnchines which had been acquired
were very nearly the first to be used in Australia, and

the company supplying the machine had encowntered a considerable
degree of technical difficulty in its attempts to adjust the
machines for optimum performance, since,for example, it wms
found that very minor fluctuations in the power supply

resulted in the mrchines producing incorrect balonces in the
accounts being posted.
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Another difficulty in which the compony found itself was the
demonds made upon it in respect of the decim:l conversion
programmc, ~n cvent vhich drrined the company's resources
and limited the derec of :.ttention which could be

afforded to the mochines installed in the Department,

29, It was suggested thet the problems encountered Q26
subsequent to the installation of the first two michines and
the later difficulty in acquiring delivery of the third
machine were mtters vhich hod crisen despite the fact that
the Department had follor vd estoblished procedures prior to
placing its orders for theeguipment. The proposal had
first been submitted to the Public Service Board Methiods
Section and r. recommendation subsequently sent to the
Commonwealth Stores Supply and Tender Bozrd which hod
ultimtely approved the purchose of the machines,  After
problems had begun to be apparent in respeet of the

delivery of the third mochine, the contract for the supply
of the mochines had been exomined in order to establish
vhether redress for late delivery could be obtained from

the company., Howevey, the terms of the contract had
rrovided no guarantee in this respect and it was believed
that ony aitenmpt to include guarantee terms, which could

have been made, would hrve been un cceptable to the compony, 129-31
. The Department 2lso informed us that difficulty had Q 23 and
Exhibit 87/1

‘been engendered by the lick of continuity in the occupancy

of the position of Sub-Scction Leader in charge of the
Miscellaneous Ledger. £ concentrated effort to review all
outstanding balances in the ledger had been in course when the
Sub-Section Leader resimed from the Service. It was stated
that the officer's successor was ~bsent on sick leave for a total

of 62 working doys dwring the period between November, 1965, and

May, 1966, during which time the intermittont nature of the

dbsences did not permit the position to be filled on a

permonent basis. However, in a subsequent submission it wos

revealed that, of 150 positions existing on the Departmental Q13 and
estallishment ot 31st December, 1965, only 2 positions were g;’z‘i}_;gg s
vacant and, of on estoblishment of 156 positions at 30th

June, 1966, only 5 positions were vacant,
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3. It ws stated that,notwithstnding the difficulties
experienced by the Deportment,e sreat deal of vork had been
done to correcct the deficiencies which had been apparent. 4
period of 116 hourc overtime had been devoted to. the
Miscellaneous Ledgers between February end June, 1966 and
a full investigation of all accounting procedures relative
to the Miscellineous Ledgers hod been completed recently
and ms being printed in the form of an Instruction. &
revised classification of accounts was introduced from lst
July, 1966 and the revision wns expected to materially assist
in eliminating the confusion which had existed in the
identification of accounts. In this respect,Mr. Talor
informed us that the last review of procedures had been
conducted in 1961, vhen the Orgonisation and Methods Section
had reviewed some of the procedures relating to the
Miscellaneous Ledgers, Apart from that review, instructions
had only been issued as the need arose. The Department's
subsequent difficulties hnd been prompted by the existence of
70 ~ 80 different classifications of accounts in the
Miscellaneous Ledgers and officers had experienced difficulty
in establishing, for example, vhich head of revenue should be
. credited affer o remittonce wns received. TFor the some
reason, debits were frequently posted to incorrect
classifications with the result that iwnidentified crodit
‘bolances beenme apporent.

32, It ws stated thnt at the time of owr inguiry all current

postings had been made to the Miscellaneous Lodger and
recovery action in respect of current accoumts was also being
pursucd in o satisfactiry mamner. Howover, a great deal of

work remained to be done in the reconciliation of older accounts

Exhibit 87/1

Q19

R

Q43

Q4

Q 53 and
Exhibit
87/1

and wncleared credit balances. Progress in this respect had been

slow, desypite a heavy overtime proygramme, but following the
relense of staff from other mjor projects, specinl attention
vas being directed to the reconciliation of the ledger, We

vere informed thet the Department is also adopting o policy of

payrent in advance for many of the sorvices which it provides and

it vas expected that this procedure would eliminate many of the

accounting and recovery problems which had been evident in the past.



22

3. Your Committes recalled that during our previous
inquiry, the Depnrtmenig had voiced strong objections to the
prosent fom of the accounts under which it was obliged to
operate by direction of the Department of the Treasury. In
our Report, we suggested that the two Departments ghould reach
early agreement on the most appropriate alterations which
might be made in the Territories sections of the Appropriation
Aot and thé.t the proposed alierations should be submitted to
Your Committee without delay.

34. During our current inquiry, Mv. Gillespie indioated
that the Department of the Treasury had inferred that approval
for the Pruet Account sought by the Department of Interior

vould not be forthcoming but that, apart from discussions held

in April, 1966 no further advice had been received. In thig
regard, the Department of the Treasury informed us that a response
o our suggestion would appear in the Treasury Minute on our
Seventy-eighth Report. In the meantime, it was advised that

an examination of the Territories Section of the

Appropriation Act had been made in the Department of the

Treasury but that, before the matter could be pub to Your
Committee for consideration, furthor discussion would be
necessary with the Department of the Interior. It was

suggested that the problem was not one to which there is a

simple solution but an assurance was offered that it would be
brought to finality as soon as possible.

Conclusions

350 Your Committee is satisfied that the Depmrtment of
the Interior has made an earnest attempt to overcome the
administrative shortcomings which have attracted comment by
the Auditor-Gensral in 1965-66 and earlier years. We believe
that the problems revealed in evidence on this occasion have
been a continuation of earlier difficulties and that, if it had
not been for the delays experienced relative to the direct
aocounting computers, the situation within the Department would
have improved to a greaber extent than that discloged in evidence.
Your Committee is supported in this view by the limited extent
of the Auditor-General's criticism and the Audit Obgerver's

Q59

BBy Noo “(4
of 1964-65-66

Q.59
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concession that the matters brought to attention were-of
relatively minor importance.

3be Your Committee commends the Department for the
improvements which it has achieved during 1965-66, despite
the inorease in work load associated with the growth of
Canberra, and trusts that further improvements will be
evidencedby the sbsence of adverse comment in the next
Report of the Auditon-Generals We expect that the
Department of the Treasury will assist the Department of
the Interior by expediting the further discussions which
it has stated must precede the action sought in our Seventy-
Eighth Report which was. presented to the Parliament on
24th Marchy 1966,
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CHAPTSR U - DEPARTHENT OF THE NAVY

37. Paragraph 210 of the Auditor-General's Report
contained the following comment in respect of motor
transport - vehick replacement policy:

"During the year, an audit review was

made of expenditure incurred by the Depertment
on the repair and maintenance of motor
vehicles used at various. naval establishments.
As a result, it wns noted that many

vehicles had Leen in use for a considerable
number of years and had recorded running

in excess of 50,000 miles. In some
ingtances, accumilated repair costs

exceeded the original values of the vebicles,

The general conditions required by the
Department to be satisfield when considering
replacenent of motor vehicles provide, among
other things, that vehicles are to be
retained in service wntil they reach the
end of their economical life,

These conditions are in contrast with
the policy obscrved by the other Service
Departments whereby replacement criteria
have been determined to provide for the
disposel of venicles af'ter specified periods
of time and completion of certain minimum
mileages. Consequently, vehicles replaced
are generally disposed of vhile they still
retain o considerable resale wvalue,

In the circumstances, the Department was
asked vhether it considered that the adoption
of a similar vehicle replacement policy,
calculated to attain the most efficient and
economical results, would be advantageous
and in the long run prove less costly.

In reply, the Department stated that
up-dated costs were being prerured to
permit consideration of the question ond
it was expected that a conclusion would be
arrived at shortly.”
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38, We were informed by the Department of the Navy that it

had been its practice, to retain vehicles as long as they

are economically repairable and that this policy had been Exhibit No.
dictated largely by the relatively limited funds which it ggée and
had been possible to make availoble to replace vehicles

and provide ad@itional vehicles to meet expanded Naval

activity, having rogard to the need to provide for other

equipment requirements of higher priority, The adoption

of a policy of vehicle replacement on a time and nileage

‘basis, however, had been under examination within the

Department since 1964, At that time the Department had

been impressed by statistics produced by the Department

of Air as a result of an investigantion which it had mode.

These had shown that a replacement policy based on an age

and mileage formule was economically adventageous from the

overall .Commonvealth view point,

39+ The new policy to be implemented by the Depnxtment

of the Navy was said to be basionlly similar to that

adopted by the Departments of Air, Supply and the Postmaster- Exhibit No.
General. The new policy provides for  the replacement of 7/2 and
Naval motor vehicles on the following basis:—

(a) Light fleet, e.g. cars - after 3 years
and light vehicles and 20,000 miles

(b) Muaium fleet, e.g. heavy - after 5 years
cars, trucks under 3 tons and 30,000 miles

(c) Heavy fleet, e.g. trucks - after 8 yeors
over 3 tons, buses and 45,000 miles

(d) Refuellers, Water-tankers - after 10 years
and semi~trailexrs

(é) Tractors and Towmotors ~ after 15 years

40+  In view of the comment made by the Auditor-General

and the recent introduction of the new vehicle policy we

sought specific information from the Department of the Navy 269.t0 71,
in respect of the current condition of its vehicle flest

in terms of age and maintenance costs.

4l. Tables no, 1 and 2 below show the Department's motor
vehicle fleet on a geographical and vehicle category basis
in terms of mileage rwn as at 30th June, 1966.
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42. Table no. 1 shots that, apart from tractors, 355, or

66 per cent, of the total vehicle fleet vas located in New

South ¥Wales as at 30th June, 1966, The repair and Committee File
mantensnoe of these vehicles is carried oub ab the BN,  1956/3 and

2 The
Motor Transport Workshops at Burnerong N,S.%. on a cost basis,

43, Table no, 2 shows that as abt 30th June, 1966, the

light fleet comprised about 33 per cent, the medium fleet
about 35 per cent and the heavy fleet about 27 per cent of the.
Department's total vehicle fleet excluding tractors.
Approximately 66 per cent of the light fleet, 58 per cent of
the medium fleet and 50 per cent of the heavy fleet had
accumilated mileages in excess of the moximum mileages laid
dom for these groups of vehicles in the Department's newly-
established motor vehicle policy.

44, Ve were informed by the Audit Observer, Mr, J.K.

Iawrence, that several instances had been discovered in which
inordinately high accumulated repair costs had been met by Qs 113 to
the Departmont on vehicles rebained on its vehicle stremgbh,  +°
Accordingly ve sought specific evidence from the Department

in relation to the purchase price and accumulated repair costs

of all vehicles purchased subsequent to 30th June 1962 and

retained on strength as at 30th June, 1966, This information

showed that 274 vehicles had been purchased during that period Committee
and were on strength at 30th June, 1966, Details of the File 1966/3
ratio of oumulative repair costs to purchase price for li of

these vehicles are shown below in Table No. 3.
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TABES NO, 3
DERAIMENT OF TIE: NAVY

VIHICIES PURCHASED SUSSCGUENT TQ 30TH JUNB, 1962
AND ON STHENGTH AS AT 30TH JUNE, 19

RATIO OF REPLIR COSTS_TO PURCHASE FRICD FOR SBISCTED VEHICIES

Ratio of Repair Costs | Number of
to Purchase Price Vehicles
%
50-60 3
60-70 7 Committee
70-80 1 File 1966/3
80-90 1
90-100 2
Total 1,
45+ As the vehicle replocement rolicy adopted currently by
the Department was besed on o policy also introduced recently
by the Deparfment of Air, we sought informtion relative to
that policy. This information confirmed that the two 7 131 end
Committee

policies vere similar in principle and operation, Information File 1966/3
which ve obtained from some other Departments relative to

their vehicle replacement policies, however, shoved that

whilst the Departmenis of Navy and Air propose to retire most

of their vehicles on an age and mileage formula basis, scme
Departments retire their vehicles on an age or mileage basis,
Questioned on this point of Qdifference Mr. Colgan indicated

that the Department of the Navy moves its vehicles between Q91
heavy and light mileage arens so as to achieve the maximum

possible mileage from each vehicle before its retirement age

is reached.

460 With regard to refuellers, water tankers, semi-trailers,
tractors and tovmotors vhich it is now proposed should be
retired on an age basis only, Mr, McEnteec indicated that these
vehicles are of a type vhich often have a stand-by use and

accumulate most of their mileage on air-force bases. Qs 86 to
89.
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Hence their mileage does not increase commensurately with
their age, He expected that some difficulty would be
experienced in obtaining original or genuine spare parts
for these vehicles as their age increases. However, most
of these vehicles have a high initisl cost and therefore
the Department does not regard it as economic to replace
them at earlier stages than those provided for in the new
policy.

47« The Department claimed that under its new polioy,
gradual replacement of the vehicle flcet will be effected on
the following lines:~

Light Fleet - replace one ~ third annmually
lediun Fleet - replace one - fifth annually
Heavy Fleet - replace one — eighth annually

Under the new policy the Department expects to complete its
vehicle rejlaceient progiamie for light vehicles ofter three
years, for medium vehicles after five years and for heavy
vehicles after eight years.

48 The department claimed that under the new scheme the
average annual charge to its appropriations, based on
predictions for some years aohead, the number of vehicles
currently held and current prices, vould be approximately
$296,000 compared with an average annual replacement cost
over the past seven years of $287,000, although during the

Exhibit No.
87/2 and
Q93

Exhibit no.

past three years, the Consolidnted Revenus Fund had benefited 57/2

to the extent of some $60,000 arising from navy vehicle
disposal seles,

49. A comparison betveen the Department's repair ond
maintenance costs and vehicle replacemsnt costs betveen
1960-61 and 1965~-66 is shovm below in Table no. L.
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Tabl ok NO. b,
DEBAR N OF THE NAVY
FP,IRS, MATNTERIANGE ;MD VINISLE LEPLLCEMENT COSTS
1960-81___ %o 1965~

+000
Year 3 Repairs & Replacements .
Maintenance ' i

. ; :
‘1960—61 201 | 63 l
| 196162 294 \ 199 l -2 99 and
} 1962-63 239 ' 26k | Committee File
| 1963-64 261, ' 168 ! 1966/3
| 19€4-65 262 i 162 |
1 1965-66 28) 285 !

504 Of the total expenditure of $284,413 on repnirs and
maintenance in 1965-66, $249,206 vas expended in New South
wales, The Depnriment expects that this figure miht be reduced Exhibit
by approximtely $70,000 per annum vhen the new vehicle no. 87/2
replacement policy has covered the majority of the vehicles

in its transport pool.

Conclusions

51. Your Committee noies thrt although the nced for a

nev motor vehicle polic, became 2 parent to the Department

of the Navy in 1964 it vas not wuntil very recently that a

new policy was formulated, Your Committee believes, based on
the evidence received, thet o compelling need for the
formulation of such a policy has existed in the Department for
many years but that, as the proceeds of vehicle disposals are
not available to the Department of the Navy to assist in the
purchase of new vehicles, that Department has, at least wntil
recently, failed to take into account, the material advantage
accruing to the Commonwealth as a whole from the operation of

a vehicle retirement policy which is economic in the wider sense.
In reaching this viev ve are nevertheless mindful of the

problem experienccd by the Department vhere the disposal of
vehicles results in a higher level of expenditure on new

vehicles at the expense of other essentinl needs.
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52+ Your Committe.'s examination of this matter indicates
clearly the need for all Departments operating vehicle fleets
to recognise the wider economic context in which their
vehicle replacement policies should be set, Your Committee
also believes, from the pirticular vehicle retirement policies
it has examined, that a strong cuse exists for such policies
of all Departments operating vehicle fleets to be examined
closely within the fremevork of an inquiry into the

economics of departmental motor transport usage.
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33.

CHAPTER 5 -~ NORTHEAN TERRIYORY TOURTST BOARD

Paragraph 264 of the Auditor-Gencral's Report contained

the following comments in respect of accomting:-

54+

VIn previous Reports, mention was mde of
the unsatisfactory standard of the accounting
of tho Board, vhich had precluded the
finalization of the financial statements
reletive to 1963-6) for report by the Board
in accordance with section 21 of the Ordinance.
It has been reported that the unsatisfactory
features viere largely attributable to
difficultics experiemced by the Board in
acquiring and retaining suitably qualified
staff to carry out the administrative and
accounting function of the Board.

The Board has now corrccted the accounting
vocords in respect of 1963-6)4 transactions,
and the related audit and the examination of
the revised financial statements for that year
have been completcd with satisfuctory results,

Ain increaso in staff by the appointment of
an Administrative Officer, and a reorganization
of the accomnts system from lst July, 1965 has
resulted in improvement in the standard of the
accombing, It is oxpected that financial
statements for 1964-65 will be available shortly
for oxamination by Audit.

The continued delay by the Board in furnishing
acceptable financial statements, together with
their loss of valuc when inordinate doleys ocour,
has been the subject of correspondence from
Audit to the Administrator of the Northern Territory.

Subjoct to their availability, reference to

the 1964~65 and 1965-66 financiul statements will
be made in the Supplementary Report."

The Avdit Observer, Mr. Lawrence, informed us that whilst

undexr Scetion 20 of the Tourist Board Ordinsnce of 1962,
provision was made for the accounts of the Tourist Board to be
subject to audit by the Commonwealth Auditor-General, no
provision was made in respect of reporting on the Board's
financial statements,
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Following representations from the Administrator, however,
the Auditor-General agreed, on 18th Maich, 1965 to conduct an
examination of the annual finanoial statements of the

Board and to furnish relevant reports. The Ordinance was
amended in. 1966 to make specific provision for +he form of
‘the Report to the Administrator,

55 Mr, Lavrence advised us that the Audit Office had found
that mony entries in the Board's cash book could not be
ohecked bocause of insufficient or inaccurate basic date;
all paid cheques had not been returned from the bank to
support payments; +there were numerous instances of over
and wnder banking and overpayment of accounts; and private
cheques of staff members had been cashed from collections
received, The Audit Office had also found that analyses
of trust account bolonces had been prepared; attendance
records were not muintained and the Chief Auditor had found
it necessary to moke representations conceming the extent
of the Board's activitics and those of its Dircctors,

56« o were informod by the Department of Torritorics that
the @iffioulty which tho Boaxd has expericnccd in producing
acceptable financial statements has been caused by lack of
an experionced offilcor to take charge of its administrative
work ond inadequate rocords of trust account transactions.

The Board employed an Administrative Officor for approximately

six months wntil early in 1965 but the officer concerned
resigned on short notice, About the middle of 1965 the
Board cngaged a public accountant to work on the 1963-64

accownts but before any progress was made he withdrew from the
arrangement under pressure of other work, The Board invited

applications for the position of Administrative officer in
Australia~wide advertisements on several occasions in 1965,

Whilst four suitable applicants were offcered the position late

in the year, cach withdrew his application, An effective
appointment, however, was made in April 1966,

Q1

Q W2

Exhibit
87/3



57. The Tourist Board is zutonomous in regard to staffing, Qs ;8
Concerning the staffing problems referred to above, IMr. and 149
Williems stated thet from its inception the Board has boen

confronted with staffing problems, the min difficulty being

in cbtaining the services of suitable officers to manage its Q 153,
financial and other administrative records. In particular,
difficulties had arisen in sccuring trained staff.

58+ Including temporery employces, the staff of the Board .

has increased from L in 1962-63 to 6 in 1963-6L4, 7 in 1964-€5

and 8 in 1965-66, Over this peri.od members of the staff

have been. locatcd both in Darwin and Alice Springs, The Qs 150 and
Fformor office constitutes the administrative headquarters of égfmiazice File
the Board whilst the lattor is essentially a tourist burcau 1966/3

and supplier of information,

59. Mr, Williams informed us that the staff ourrently

engaged is satisfactory. He indicated, however, that, o Q 160
far as the accounting problems of the Board were concerned,

he should accept the min responsibility. Prior to his

employment with the Board he had been employed outside the
Commonwealth Service and he had not made himself avare of
governmental procedures, including thosc relating to

accounting,

60, The Audit Observer, Mr. Lawrence, stated thzt on the

basis of the latost advice available from Darwin the Audit

office expected to be able to submit the 1964~65 financial

statements of the Board for consideration by the Avditor-

General with 1ittle delay and that cotion currently being taken 2 158
by the Board should facilitate consideration of the financial

statements in future, In regard to the form of the accounta,

the position would be examined in relation to accownts for

years subscquent to 1965-66,



360

Conclusions

Glo Your Committee is concerned by the fact that when the

Tourist Board Ordinance was formulated in 1962, provision was

not made in regard to the matter of reporting on the Board's

financial statements and that this deficiency in the Ordinance

was not rectified until 1966, The need for provisions of this

nature in statutory authority legislation was referred to in

our Twenty-first and Twenty-second Reports relating to the P.P, Nog. 69 and
Australian Aluminium Production Commission and again more 694 of 1954-55
recently in our Bighty-Third Report relating to the National

Capital Develomment Commissione

62, Your Committee is greatly disturbed by the wide-spread
nature of the criticisms conveyed to us by the Avdit Obgerver
relative to the financial affairs of the Boarde These

eriticisms reflect adversely on the total administration of

the organisation.

630 Having examined oh previous occasions the problems of

staffing in the HMorthern Territory with its consequent effects

on administretive efficiency in the area, Your Committee is P.P. Noso 25 and
sympathetic to the staffing problems experisnced by the Board. s?rffni?%ognd
Although the Public Service Board has no responsibility for of 1964-65

the staffing of the Tourist Board, it would seem to Your

Committee that should staffing problems of the type

encountered in the past by the Board recur, the Board could

with considerable advantage seck the advance and guidance of

the Public Service Board as the experienced staffing authority

of the Commonwealth Service.

640 Your Committee also believes that, irrespective of
the level at which staff is recruited to Commonwealth departments
and statutory authorities from outside the Commonwealth Service,
& responsibility devolves on the employing authorities concerned
to ensure that such staff is adequately trained in the relevant
administrative procedures of the Service with minimum delays

650 Your Committee supports the view of the Auditor-
General that inordinate delays occurring in the submission of
financial statements for audit detract seriously from the value
of such statements. We trust that this view will be borne in
mind by the Tourist Board.
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CHAPIER 6 _ -~ DEPARTMENT OF PRIMARY TNDUSTRY

() ILevies and Ghorges = Gollection sction

664

In his Report for 1965-66, the Auvditor-Goneral made

the following comment:

67.

"The Audit review in relation to Honey Levy
and Live-gtook Slaughtor Levy revoaled that,
vhilst the Deportment had undertaken o
considerable nunber of inspections in New South

Wales and Queenslend, comparatively few

inspections hed been carried out in the other

States,

The Department, in replying to related

Audit observations advised that, to a

considerable degrec, staff had not been
ovallable to undertake investigations in

States other than New South Wales and Queensland
a8 outhorized under the relevant legislation.

It had beon necessary to arrange investigation
programmes having regord to priorities which
essentially hed to be given to butter, cheese and

prooessed milk products bounties and to

investigations under the dried wvine fruit
stabilization scheres,

Recent Audit enquiries rovealed that only

four positions were filled of the csiablishment

of eight inspectors approved to cover all the

levies and bounties under reference in Stotes

other than New South Meles and Jueenslond, and
that the Department's difficulty in obtaining
suitobly qualiried staff for the vacent

positions on its estnblishment has been the

subject of representations to the Public Service

Board."

The Department stated that it is charged with the

responsibility of administoring legislotion under which

bounties osre distributed on the production of butter and
cheese and on the export of processed milk products, It
is also responsible for the collection of levies imposed
by legislation on primary industries for such purposes as

research and promotion of those industries ond to provide
finanoe for the administration of the industry mrketing,
or cantrol, board. Tho Department provided the following
brief particulars of the schemes:

Eathibit
81/5
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"(1) The Dairying Industry Act, 1962, provides for
distribution annually of a sum of $27 million
as bounty on the manufacture of butter, butter—
fat products nnd chesse to epproximately 250
mnufacturers for payment to the producers of
the butter~fat used in mnufacture. An audit
of the books and records of all manufaciurers
vho receive bounty is carried out o estoblish
that the bounty is correctly distributed to the
producers of the butter-faot in accordance vith
their entitlements.

(is) The Processed Milk Products Bounty Act 1962-65
mkes aveilable o bounty of $B00,000 for
distrivution to assist manufacturers of processed
milk products to compete in overseas markets
with subsidised exports from other countries.

The bounty is payable to about 25 manufacturers
of processed milk products, Jn auvdit of the
broks end records of processed milk monufacturers
vho receive bounty is made to verify that the
mepufacturer ws « £ligible and entitled to
receive bounty in the amount claimed ond peid

to him,

(iii) Under the Dricd Vine Fruits Contributory
Charges Act 196k o charge is poynble by growers
of currants, raisins and sultanas in rclation
to n scason for the purpose of the dricd vine
fruits sbobilisation scheme, There are 27
dricd vine fruit packers through vhom the
charges are collected, In 1965-66 contributary
charges emounted to $72,388 for cuwrrants,
$164,73) for raisins and $1,530,340 for sultanas,
An avdit of the books and recoxrds of a selected
numbor of dried vine fruit packets is made to
verify that only opproved costs and realisabions
are taken into account in arriving at the average
return to growers,

(iv) The Live-stock Slaughter Levy Collection Act
1964-1965 imposes a levy for payment Yo the
Commonwenlth on the slavghter of cattle, shecp
ond lanbs at an abattoir for human consumption.
In all, therc are nearly 1,500 registered
slaughtering establishments obliged to pay the
levy. The actual revenue collected in 1965-66
amounted to $1,840,399. An audit of the books
and records of a nuwibur of slaughtoring estab-
lishments is made each yoar to check that the
levy payable on livestock sloughter at the
establishments has been received by the
Conmom.ealth,

(v) The Buttor-Fat Levy Collection Act 1965,
provides for the collection of a levy on the
production of butter-fat from approximtely 250
menufecturers, In 1965-66 the total levy
collected amounted to $1,812,345,
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(vi) Undor the Honey Levy Collcction Act
1962-1965, levy is collected on honey
produced and sold in Australia, There
are more than 9,000 honey producers in
Austrelin vho are required to register
with State Deyartments and in 1965,
revenue from honey leovy collections
amounted to §101,183.  An audit of
the books and rccords of a number of
honey producers is earried out each
yeer to check that the levy payable on
honey produced and sold in Australia
hes been paid by the producer,

(vii) The Wine Grape Charges ict 1929-1957 N

authorises a charge on grapes delivered

to a winery or distillery for use in

the monufacture of wine, There are

approximately 290 wineries liable to

pay the charge in respect of which

collections in 1965-66 amounted to

$288,362, It has been the practice

in the pust to audit the books and

records of wineries on a State basis

in rotation from yenr to year to check

thot the cherze is paid on all grapes

delivered to the vinery for wine making.
684 The Departmont of Frimery Industry has an approved
organisation of thirteen positions of Inspector for the
purpose of carrying out investigntions in ite administration
of the various pieces of legislation. This establishment,
vwhich was increased from nine positions in March, 1965 os a
rosult of represcntations to the Public Scrvice Boord,
provided for five positions in Sydney, which are responsible
for investigations in New South Wales and “ueenslond, and
eight positions in Melbourne with responsibility for carrying
out investigations in Vietoria, South Australia, VWestern
Austrolin and Tasmania, The positions located in Sydney are
fully staffed at present and have been carrying out all
investigation nccessary in New South Wales and Queensland but,
of the eight positions located in Melbourne, only threc have
‘been ocoupied for the full year, A fourth inspector vas
recruited lote in 1965 but, after only six months in the
Investigation Sub-Scetion, that officer wms promoted to
another Department,

69+ The Department suggested that the problems of
obtaining stafl for positions of Inspector are due to four

main foctors, viz,:=-

(i)  sccsuntancy gualifications are a requisement
prior to appointment.

(ii) The duties of the positions necessitate the
Inspectors travelling extensively which
involves absences from headquarters for
periods of one to eight weeks on each occasion,
In total, the officers would be awy from
their homes for approximately half of each year.
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(131) It has been the Deportment's experience
that applicants for the positions regerd
the snlary offered, viz. $4220~4820,
a3 being inndequate for the qualifications and
duties of the position ~nd to recompense
thom for the long absences from their fomilies.

(iv) The salary range is the same as that for an
Ahudit Inspector Grade 1, Taxntion fssessor
Grade 4, ond mony similor positions requiring
accountancy qualifications. The Department
must therefore coipete for the survices of
these personnel with such authoritics as
Co.momealth Audit, Taxntion Department and
the Registrer in Bankruptcy.

70 It was stoted thet vhon the Department requested the
Bonrd's approval to strm.ngthen the investigation ¢ tablish-
ment, vhich resulted in the creation of an additional

four positions in Merch, 1965, a case ves made for  higher
salary classification for the positions thrn that granted.
The Board advised, hovever, that a review of all positions

in the Jervice for which accountancy qualifications are
essential was being undertaken.  The Boaxrd wes not
prepared at that stage to vary the classifications or
designations of the positions,

71. The Deportment believed thot, in the light of ita
experience in reeruiting for these positions, there is
little hope of being able %o £ill the vncancies in the
Investigation Section in Melbourne, Therefore becawse

of the amounts of money involved and the imporinnce of the
subsidy ond stab’lisation schemes to the Commonwealth nnd
the indmstries concerned, the investigation progrommes in
Victoriz, South sustrilia, Western Australin and Tzmsmonia
must continue to be arrsnged nccording to the priorities
which essontinlly must be given to dbutter, cheese and
processed milk products bounties :nd to investigations
undor the dried vine fruit st:b Tisation schemes.

T2s  In response to n question as to vhether the Audit Office
believed that Commonwealth revenue had been affected as o
result of the Department's difficulties, Mr. Iawrence stated
that excessive losses of revenue had not occurred. However,
an nudit inspection had reverled two instances of under
collections in Fow Sowth Vales of §911.25 and $1019,33,

T3. Ve asked Mr, Cleary vhether the Department hed sought
the provision of temporary positions of a higher salary
classification pending the results of o gencral review,
‘throughout the Commonwealth Public Service, of all accounting
and audit positions, We vere informed that no appronch

had been mde as the Department hod hoped that the recently
sranted general incrense in the level of Ihird Division

Exhibit
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salaries would result ina more successful recruiting
campaign. However, since the salary increase hod been
approved, two advertisements had re:+l¥ed in only two
applications for the position of Inspector.

T4+ Ve drew the attontion of the Public Service Board
Obsexver, Mr. Vanthoff, to our repected expressions of
concorn in our carlier Reports over the delay attaching to
the Board’s deliberations on the adequaucy of the present
internal audit structure throughout the Commonwealth
Public Scrvice. Mr. Virtholf informed us that the
investigating committec convencd by the Board consisted
of senjor officors of thu Postmn ’iw-General's Department,
the Depertments of Sup ly and .rmy, the Audit Office and
the Boord itself, The investigntion into the indernal
audit structurc had commenced on 28th February, 1966, but,
although woll advanced, it was too carly to predict vhon
its final rocommendations vAll be made., Mr. Vanthoff
emphagised that the committee had not functioned on o £ull
time basis because of the other responsibilities of the

of ficors involved,

75+  Mr. Vanthoff also informed us that an inguiry into
the positions crcating difficulty four the Deportmont

of Primoxy Industry, viz., dairy subsidy inspectors,

would not commence until after the completion of the
internal audit roview. Howevver, if the Department made an
approach to the Board for additional assistance, the matter
would be considercd further,

76 In o subsequent submission e¢l<bor-ting i, Vanthoff's
observations, the Public Service Borrd stated thet a

review of certain employment categories in the Scrvice

which are considered to require priority trectmont was being
conducted and that a substantinl number of other reviews are
listed for future attention, These cmployment groups cover
o large area of the Scrvice cndcons®ct of positions in both
the Third and Fourth Divisions, The extent of the curwent
programme would be appreciated if it wvas renlized thot there
are sixteen separate reviews in the course of being con-
ducted covering over 9000 individual positions. The
reviews cover such groups as Journalists, A.D.P, Progrommers,

Q260
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non-professional Survey Staff, Communications Staff in the
Department of Civil Aviation, Geohydrologists and the

internal audit group.

170 Dealing specifically with the internal audit review,
the Board suggested that it is important to reslise that

the review is part of an overall comprehensive review of

‘the Third Division clerical-administrative structure.

The internal audit positions in the Service fall within the
general clerical-administrative area, and are not a separate
sdentity within the Third Division. '
T80 It was stated that there ave two aspsctsio the Comnuittee
overall review of the cleriocal-administrative structure; File 1966/3
the basic pesy question covering the whole of the group, and

the detailed reviews of the establishments, classification
structures and organisations of particular segments of the
clerical-administrative group. Examination of these fwo

aspects has been continuing concurrently since 1964 and it

is inbo the secord category that the internsl audit review
falls. The internal audit review has been preceded by

reviews of Taxation Assessors, Official Receivers, Audit
Inspectors, Cost Investigators, and will be followed by

reviews of Dairy Subsidy Audit Inspectors, Bounty

Investigators, Cost Accountants, Investigating Accountants

and, as considered necessary, other groups which also form

part of the total clerical-administrative structure.

19 It was stated that on 15th February, 1966, the
Public Service Arbitrator had handed down his decision in en
arbitration case which confirmed the Board's proposed
simplification of the clerical-administrative structure
(including internal audit positions) and that the Arbitrator

had fixed new pay rates for each of the new vork levels.

In reaching his decision, the Arbitrator had been not only
concerned with general clerical type positions, but had also

paid regard to the qualifications, duties and responsibilities
of positions in the accoux;‘ts area of the clerical-administrative
group, of which internal audit staff form one part.

80, In certain Defartments, officers in the internal sudit Committes
group are employed in pcsition;, the duties and responsibilities File 1966/ 3
ot which warrent classiiicetion as high as the clerical-
administretive Class 8 level, the current salary of which is
£6275-6475 {actual). It was suggested the Arbitrator's

decision therefore had resolved the gensral pay question for



43¢

the internal audit positions =as well as for the rest of the
clerical.administrtive area, In the meantime, the internal
audit review committec hnd boen conducting its detailed
exomination of those mtters it is required to report upon.

81, The Board's submission also reforred to

the difficulty the Depoartmont of Primary Industry was
facing in £illing its positions of Dediry Subsidy Audit
Inspector. To further illustrate the improved sclery
levels now opplying in the clerical-administrative area,
the salary of the positions hod been increased by $466 ot
the base of the salary range, and $570 at the maximum,

The current nctusl salary is $4325-4925 and it was hoped
that the higher salary the Depoartment is now ablo to offexr
for Dairy Subsidy Audit Inspector positions will rosult in
suitable people offering for appointment in the future.

If the highor level of sularies did not prove to be the
solution to the Department's presont difficultics, then
other pessibilitics miy have lo be explored; it was
suggested that, for exemple, the Departmont moy find it
worthvhile to re-examine the suggestion previously made by
the Board, that some of the Imspectors which cover the
southern areas of Australin might be based in Adelnide
rather than Melbowrne as at present. This might assist in
overcoming the specinl recruitment difficultbics existing in
Victoria which were mentioned during the hearing,

Conclusions

82, Your Committee belicves that the difficulties exper-
ienced by the Dopartment of Primary Industry have not been
occasioned by faults vithin the Departmont itself.  The
evidonce suggests thot the Department has endeavoured

‘o recruit suitable staff to undertnke the required inspections
but that its efforts have been frustrated by salary ranges
which are apparently inadequute when the exbensive bravel
required of the Inspectors is teken into account.

83, Your Comnittce notes the suggestion by the Public
Sorvice Borrd thrt the recent gencrnl salary increnses might
assist the Deportment to engnge the required nusbers of now



staff. However, the evidence has revealed that, since the

new salaxy ranges were approved only two applicants heve
responded to the advertisements inserted by the Department.

It would appear that the smalary increases, by their general
nature, may have simply maintained the degree of relativity
between the vacant positions and other positions within the
Commonwealth Public Service requiring accountancy qualifications.
For this reason, it is probable that the Department!s position
is unlikely to be eased by applications from within the

Sexrvice itself. On the other hand, the results of the
advertisements calling for recruits imicate that notwithstanding
that the salary classification isidentical to that of Grade 1
Inspeotors in the Audit Office, the remuneration offered

has not attracted the required staff.

84. Your Committee appreciates that the review being
conduocted by the Public Service Board has been hampered in
its progress by the other demands made upon its resources.
However, in the light of evidence received in our earlier
inquiries and the unsatisfactory situation revealed during
this inquiry, Your Committee believes that the Public Service
Board might with advantage reconsider the degree of priority
previously afforded to this review as it appears that past
delays may be contributing to the failure of ths Department
of Primary Industry to collest Commomwealth revenue.
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(b) Accounting

85, In his Report for the year 1965-66, the Auditor—
General made the following comments
"By administrative arrangement, accounting on a

general bagsis for the Department of Primery Industry is
performed by the Department of Trade and Industry.

Audit oxuminations duwing 1965-66 revesled
instances whore Trust Accounts of the Department of
Primary Indusiry had been overexpended or over-invested
due to orrors or inadequacios of accounting by the
Department of Trade and Industry. The Trust Accounds
involved wore the Foultry Industry Trust Fund, the
Sultanas Stabilization Fund and the Dairy Produce Research
Trust Account«

These irregularities wore principally duc to
dolay in processing transfers of available credits to
tho Trust Accounts.

fn additional unsatisfactory feature obsorved by
Audit was related to the omission of the Depertment of
Trade and Industry to roconcile payments, related to
spocial appropriations of the Department of Primary
Industry, with related amounts of levy of tax collection.!

86. Tho Department of Primary Industry stated that the
Poultry Industry Trust Account is a Trust Account established
by the Poultry Industry Assistance Act, 1965, to rococive and
disbu;‘sa moneys made aveilable for the purposc of assistance to
the poultry industry. Reccipts of the Prust Fund in 1965-66
comprised appropriations of money roceived from lovies imposed
on poultry flocks kopt for commercial purposes while expendibure
from the Trust Fund consistod of paymonts to tlho States as
financial assistance to the poultry industry. Undor the
proceduros laid dovm, mn oguivalent amount to that of lovy
collected and paid to the Consolidatod Revenuo Fund should

be transforred immediabely by journal entry to the Trust Funds
Poyments to the Statos in tho amounts approvod by the Ministor
are then authorisod from tho Fund. The intention is that, as
goon as levy collactions arc roceived by the Commonwealth, an
equivalent amount is transforred to the Trust Fund after which
payments are made to tho States.

87. The overdrawing of the Trust Fund occurred in
December, 1965, and March, 1966, and was brought about by the
feilure in the Accounts Branch to process Journal entries
‘transforring moneys availablo in the Consolidated Revenue Fund

Exhibit
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to the Trust Fund before payments to the Statos were suthorised.

88, Referriug to the ovordrawings, the Audit Office 2289
Observer, Mr. Lawrence; informed us that, following representations

by the Avdit Inspeotor, the Lovies Olerk, in sttcmpting to make

a reconciliation, hed disoovered that & transfor account for
$52,790432 apparently had not beon processed by the Troasuxye

The Audit Offico belioved that the failure to detect the orror

soon after it cocurred indicated sorious omissions in checks

of tho lovy register and also of the appropriation ledgers

89, Explaining the nature of the orrors which had 4288
beon committed, Mr. Dohorty stated that funds received on

bohalf of tho Trust Ao(.:ounts are initially credited to Revenuo

aftor vhich a transfor acoount or journal ontry is raised,

dobiting the special appropristion and croditing the Trust

Adccount with an amount equivalont to the cash received.

On some occasions during the year, although the corrcot

procedures had been followad, staff changos within the Branoh

had rosulted in paymonts boing proocossed prior to the

submission of the transfar accounts to tho Department of the

Troasury. Hovovor, affer the transfor account had beon processed,

tho Trust Account rovertod to a crodit balanco. Mr. Dickinson

addod that, during the yoor, four junior officcrs had beon Q.285
anployod in tho position responsiblo for tho raising of transfer
accounts; howover, oach officor had boon loarning his task

ond tho orrors had boon mado eimply bocause of tho officor's
inexperience.

90. Reforring to the Sultanas Stabilization Fund, Exhibit
the Dopartmont informed ws thet tho Fund had boon osteblished 81/6
by tho Dried Vine Pruits Stebilizetion Act, 1964, to receive

and disburso monoys Sollected from charges which were imposed

by the Dried Vine Fruits Conbribubory Charges Aot, 1964,

as part of tho Driod Vinc Fruits Stabilizetion Schemee

FPayments from the Fund are made only in rclation to a szason

vhen the guaranteed price for sultanas exooeds tho average

return, per ton, for fruit.

91, In sccordance with the policy of gaining Exhibit
maximum interest earnings on Trust Account balances which 87/ 6
ore surplus to immediato roguirements, the Department decided
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that tho moneys availablo in the Fund should be fully invested
as there would bo no call on the balances for some time to comos
In the case of the overdrawing, a paymont of a contributory
charge of (843,848 mado by growers was received in tho Doperiment
on 16th Narch, 1966, The Accounts Branch in the Department of
Trade ond Industry had been alerted irmediatoly, both orally

and in writing, by tho Finonce Officer in the Department of
Primary Industry that the noney should be transforred from

the Consolidated Revoruo Fund to tho Sultanas Stabilization
Funde On boing advised some fivo days lator that the

necessary accounting procedures had taken place, the Financa
Officer proceeded to mako arrangenents with tho Department

of the Troasury for the investment of an amount of $843,000 anmd this
sum was placed on fived deposit by the Depertment of the
Troasury on 25th Merch, 1966« It was stated that tho fach that
the moneys were not transforred from the Consolidated Rovonue
Fund to the Sultanas Stabilization Fund was not brought to notico
until 12th April, as tho officer responsible for processing the
Journal entry overlooked tho matter undor the prossurc of other
dutiocs.

92. Explaining the orrors vhich had occurxed in Q294

rospoot of the Sultenas Stabilization Fund, Mr. Clecry stated
that, under the joint a bing ary te offected by the

Depoartment of Primary Industry and tho Dopartment of Trado and
Industry, the Finance Officer in the fomor Departrient had
requested tho Accountent in the lattor Department to obtain
warrant authority and to raise a journal entxy to allow

funds $o be drawn from btho Congolidated Rovenue Fund and
transforrod to the Trust Account. Aftor receiving information
indicating that the necessa:y warrent hed beon made availablo,
tho Finance Officer thon wrote to the Treasuryasking that tho
funds be invosted. However, the werrant thet had been made e 311-312
available to the Department of Tradc and Industry was for an
emount of only $843,000 and tho Dopartment didmob raiso the
Journal entry until such time as it had acquired a& further
warrant to cover the additlonal $848. I% was indicated that
when the Trust Account wes debited with the cost of the
investment, the failure to. effect the journal ontry resulted
in tho Trust Account being overdravme
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93, The Dopartment algo informed ue that the Dainmy Exbdbit
Produce Research Trust lccount was estoblished by the Dairy B1/6
Produce Resoarch and Sales Promotion Act, 1958-1965, to roceive

and disburse moneys made available for the purpose of resesroh

for the benefit of the dainying irdustry. Tho main sources

of revenuo of the Trust Account are the approprisiion of moneys
collooted by way of a lovy on tho bubter fat usod in the

production of dairy productes the Commonvwoalth contribution

vhich matches the industry contxibution on a doliar for doliar

basis, and the inbterost on invostmonts end miscellaneous

roooipts such es the sslo of dairy products derived from

rescarch projects. Payments from tho Trust Account are confined

to oxponditure on research projocts approved by the Minister for
Primery Industry. However, tho ensbling legislation authorises

the invostment of moneys standing to the crodit of the Trust

Aocount and, in practice, the Dopartmont pursues tho policy of
geining maximum interest on Trust Acoount balancos by koeping
investments at the highest possible lovel.

94. The overdrawing of the Trust Account incurved in  Exhibit
July, 1965 due to an error in recording the balance of the Trust 87/6
hocount brought forward from the finaneial year 1964~65. Yo

were informed that the balances of the Dairvy Produce Rescerch

Trust Account and the Fisheries Develomaent Trust Account were
transposed in the departmental appropriation ledger and that

the balance of funde availablo to the Dairy Produce Research

Trust Account was shown es {670,470 whereas the true

balance wae {310,624, As & result, transactions involving

expenditure beyond the exbent of the true cash balance were

suthorised in July. It was stoted that, had the correct

balance been shown, investments could heve been realised to

supplement the cash position of ths accounta

95 Y¥r. Doherty explained that the error could be Qe292
attributed to the fact that account titles do not appear in

the appropriation ledger since the ledger is produced on a

computer and the balances of various accounts are identified

only by "working cole" numborse. Vhen the balances had been

brought forward abt the beginning of tho financial year, two

of the working code numbers had been transposcd with the

rosult that incorrect balances were used in the opaning

antries.



490

96, Roforring to thoe failuro to offoct rcconciliations
betwoen the special appropriation and the levy collections, tho
Department stated that it was responsible for the administration
of a numbor of levy and oxport charge Acts. Tho collootions
made under those Acts are paid to tho Consolidated Rovonue Fund
and the oquivalent amounts are appropriated by a special
appropristion in tho rolevant logislation for paymont to a

Trust Account or Statutory Authority.

97. For the purposo of accountability, it is
neceaszry that the revenue cellooted for each levy or charge
should be reconciled with the relovant Appropriation item

at regular intervalss Insgtructions have boen issued to the
Accounts Branch from time to timo by tho Finance Officer
roquiring these roconcilistions to be conductod on a monthly
basis, but tho failure to carry out the instructions had been
due to tho volume of work in the Aocounts Branch and the

serious shortage of exporionced staff.

Conclusions

98. The ovidenco has discloged ‘to Your Cormittoe that
the errors committed in respect of the Dairy iroduco Research
Trugt Account, the Toultry Industry Trust Fund and the Sultanas
Stebilization Fund may Ve attributed largoly to the inexperience
of certain officers within the Dopartment of Trade and Industry
and also to the arrangemonts under vhich the Dopartment
undertakos the accounting administration for the Department of
Trimary Industry. Notwithstanding the wneatisfactory nature

of these arrangements (a mabtor which is discussod later

in this Roport) Your Committce bolieves that both Departments
have been at fault in failing to ensuro that adequate internal
control procedures wore in oxistence to forestall errors whioh
might occur in such a situation. Lt was not

discovered thaet a sum of §52,790 had not been properly
transferred to an sppropriate account until an examination

was made by an Auditor Inspectors Vhile Your Committeo
recognises that the failure to so transfor this amount (and other
arounts discussed in evidenco) did not constitute a throat to tho
socurity of public funds, the faot remains that tho failure
constituted a departuroe from establishod accounting procedures
within the Departmont. Your Committec is disturbed

that errors of this type should remain undetected by
dopartmental officers and trusts that both Dopartments will reviow
thoir internal accounting practices as a mattor of urgency in order
to forostall any fuburc incidonts of a similar naturo.

Ixhibit
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CHAPTER 7 .. DEPARTLENT OF TRADE AND THDUSERY

Dopartmontel Aocounting Standards

99, The Department of Trade ond Industry was the subjest of

inquiry by Your Committeo in respoct of matters raised by the
Auditor-Generel in his Report for the year 1964-65. In our

subsequont Seventy-Eighth Report, we indicated that we would P.P. No.
look for an improvemont in the stondard of accounting and we %16}4:‘25.66
trusted that it would not prove nocessary to inquire for a

third time inbo any matter examined on that oocasion. Howaver,

in his Roport for the financial yoar 1965-66, the Auditor-

Goneral made the following commenti-

"t peragraph 148 of my 1964~65 Raport, mention
was mede of a mmber of wnsatisfactory festures of
accounting which were roprosented to the Departmont.
These matters wore examined subscquently by the Joint
Committeo of Fublic Accounts, which reported theroon
to tho Parlimment in its Seventy-oighth Roport.

During 1965-66, tho Deportment provided a basis for
securing improvement in its accounting by the preparation
and issue of procodursl ingtructions covoring a number of
importont ospects of financial recording snd controle
Instructions relating to other accounting procedurcs,
including simplified oversces accounting instructions,
are in courso of properation. In an endeavour to improve
procedures gonerally, the Dopartment's Methods Section
vias expanded and re-organised with the aspproval of the
Public Scrvice Board.

Inspoctions of a number of ovarseans offices wero
nade during tho yoar with, among othor things, a view to
oliminating errors and inaccuracies in accounts prepered
at the cverseas locations, and the Departmont has
advised that theso inspections will continue. In addition,
moro oxtensive training courses havoe boen conducted for
personnel posted oversoas.

Although thesc romedizl measures were taken and thero
is ovidence of improvemont in somo sections of tho accounts
of the Department, Audit checks of transactions during tho
yoar revealed a number of features which vere not sctisfactory.
Instancos of omission by some ovorseas offices to adbere to
presoribed accounting requiroments were noted and it vas
evident that the examination in Australia of accounts
submitted by overseas offices was not adequatoe.

Certain accounting and financial transactions on bohalf
of the Department in Australia, including transactions on
behalf of tho Dopartmont of Primery Industry fox which the
Dopartment of Trado and Industry provides the sccounting
services, wore found to be incorrect and there was evidence
of omission to comply with aporoved procedurss and to exeroise
proper controlse
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In replying to Audit observations, the Departmont
recognisod thot its accounting had not reached a complotely
satisfoctory stage and stated that a primery csuse wes
continuing difficulty in reoruiting and rotaining experienced
and competent officerse Staff shortsges, rapid turnover of
porsonnel ond consequont excessive hours of work prosented
2 continual problem.

The Dopartment is of the opinion thet despite tho
diffioulties, the improvement achieved in its accounting
during 1965-66 will be sustainod.!

100. In a written submission, the Dopartmont of Trade and
Industry stoted that although it was not satisfiod thet its Exhibit

standard of accounting had reached a completely satisfactory 87/ 1

stage, material improvement was being achieved despito current
problens engendered by the workload and it was confidently

believed that mojor criticisms would be mot during 1966-67.
However, success in this direction would be governed largoly

by the staffing position within the Department as tho routine
administration of the Department must continue despite

persistent sbaff shorbeges, a rapid twmover of officers amd
excessive hours of works

101, It was indicated thet in provailing circumstences, it was  Exhibit
diffioult to sdequately discharge routine responsibilities without 87/ 7°
endeavouring to intrcduce procedural changes. As an oxemple

of its difficulties the Departmont cited its overseas

examination section: the three cxperioncod oxaminors had boon
promoted to another Department and the only applications received
for the vacant positions had beon from three virtually
inexporiencod officers. One applicant had been promoted from
outgide of the Department togethor with anothor officor from
within the Depertmont but, as a rosult, it was possible only

to copo with ossontial tasks. Tho prevailing situation was

such that tho Department proposod to approach agein the Public
Servico Board for morc positions of higher classification in
order to attract and rotain capsble staff.

102. Ve were also infomed that positive action has been Exhibit
taken to improve the standard of the accounbing ab 87/1
overseas postes. In June, 1966, a group of oight Lssistant

Trade Comnissioners completed their eighteen months training

period which included a tlirec weeks practical course on
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accounting procedures and a period of up to a week on specific
briefings covering the post 4o which they were being sent.
Similarly, the 1967 intake of Trade Commissioners will be
trained in accounts mattars in the seme way, the practical
result of which will be thet by July, 1967, some 23 Trade
Commi,zsioners and Assistant Trade Commissioners will have
been given intensive training and be able to pass this
knowledge ot at their posts with comsequent improvements in
the accounting work of the posts.

1036 It was stated that the Department had benefited
also from the first overseas post inspections in September, 1965
The posts visited were Hong Kong, Manila, Tokyo, Osoka,
Djakarta and Bangkolk and accounting standords were the

subject of considerable enquiry. Many problems weve yectified
or clarified on the spot and others were dealt with on the
return of the Inspecting Officer. In addition, posts at
Singapore, Kuala Lumpur, New Delhi, Calcutta, Bombay, Bahrain
and Karachi were to be inspscted towards the end of September,
19660 The Department had also taken much greater follow up
action directly with Trade Commissioners to explain to them the
requirements of the Act and to explain errors present in their
accountgs

104, We were informed that the Department had also
produced a draft of its revised overseas accounting instructions
including detailed procedural charts. The draft was being
edited to simplify the use of the instructions, particularly

in respect of language, at overseas postse

1050 In was agreed tiat the Auditor-General's comment
upon the inadequacy of the examination of accounts in Australia
is largely correct. The standard was not high enough but
changes in staff, the difficulty of obtaining replacements,

and the greatly increased volume of activity had not permitted
the Department to improve its standards. However, given the
salary classifications sutticient to sttract and retain
competent people and sufficient positions to handle the

volume of work, the difficulties could be overcome.

Exhibit
81/
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106.  Mr. Dickingon informed us thet an oxanination of the 1335
staffing nocds in the iccounts Branch and Porgommoel Branch

had suggosted a neod for an additionel 23 positions. Wo

therefure askod the Public Servico Board Obsorver, Mr, Vanthoff, 7.337
vhat action had boen taken by tho Boord when last approached by

tho Dogartnmont. Ve woco informod thet adjustments to tho staff
cstablishment hed boua mado in Docomber, 1965, as a rosult of

a reorganizetisn offccted in 1964, At the time of tho

roorganisetiony tho Department had boen asked to carefully 30337
roview tho adoquacy of the now sbruoture in order to ensuroc

that tho problems reised by the iuditor-Genoral in rocont

years could bo overcoties The Department liad agroecd to t™o

nev structurc which had boon introduced in December, 1965, but

the Public Sorvice Board had antertained some doubt as to

whethor the answor to the Department's difficulties could be

found sinply by creating additional positions and approving

highor salary ranges. Tho Board had asltod the Dopar‘bmcnt;

as a mattor of urgenoy and at a time when tho Methods Section

was boing strengthoned, o conduot a full scale review of tho
departmontal acovunting proceduros. Tho Board had watched t.e
pregross of tho roview and it was hoped that it rosult would

realise certain changes which the Board's inspectors had felt

0 bo dosirable. Mr. Vanthoff indicated that a favourable

reaction might not bo forthcoming in rospect of any application

for additional positiona if such application wes nade bofore

the roviewwns completed. He stated that ho was not abtempting 1339
to prejudge the extent of any increase in the work load

which might have become apparent since Decomber, 1965, but,

as the Board had beon doubtful dout the need for cortain

additional positions at that time, some positions had been

approved on the understanding that their continued existence

would be subject to the result of the methods reviews

107. Referring to the inspection of ovorscas posts, Mre

Dickinson informod us that, of the Dopartment's 43 posts, Q366
six were being oxamined oach yecr. The Department lhoped

thet it might arrange for the inspection of ten posts per

ennum but, it was indicatod, this had not been posritle up

to the prosont times
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108. ‘Yo wore informod that some of tho early deficiencies €376 and
in the stendard of aocounting oxcrcised at ovorseas posts o

could be attributed to the fact that officors had been sent

ovorseas with an insufficiont kmowlodge of governmental

accounting practicos. It was indiocatod that the doficioncies

in the training of Trode Commissioncrs and Assistant Trado

Conmissioners had becn remediod amd that the Dopartnont, through

its revisod and simplified accounting instructions, was now

endeavouring to counter the orrors arising out of the work of

the locally ongagod junior staff. The preperation of the “357 and
droft ovorsoas accounting instructions had boon commonced 2364
earlior in this calendar year but had provod to be a difficult

tasks The draft had boen exomined by various Trade Commissionors
upon their returmn to fustralia and divergent views had been

exprossed as to capacity of tho postg! indigenous staffs to
undarstand the instructionse Although the Dopartment vas
ondeavouring to procood with the task as quickly as possible,

these factors militated sgainst its carly completion.

Conclusions

109+ Your Committeo is satisfied that the Dopartmont has made

o vigorous attompt to rectify the shortoomings in the accounting

at ovorseas posts through the introduction of a braining

course in accounting proceduros for itsTrade Commissioners and Asgistant
Trede Conmissiorars Ve also mote with approval tho imnovation

of simplified accounting instructions for the use of local

staff at overseas postsy, thus avoiding tho necessity for such staff

to rofeor to the unfamiliar tominology of the Treasury (Overseas
Accounts) Directionse

110. Your Cormittee is mindful of the evidenco submitted by

the Departmont that the staffing difficulties in the central
office have contributed largely to the differences in the standard
of local accounting. However, we also note the opinions, expressed
on bohalf of tho Iublic Scrvice Board, that the situation is one
vhich might be remedied by the more efficient use

of existing staff and that the methods roview being undertaken
should be completed before any furthor staff increase is

soughte In the light of this opinion, Your Committee trusts

that the conduct o the review will be expedited in order to provide
a rationalised situation in which the Department's resl staff
requirements may be clearly assessed.
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CHAFTER 8 -~ DEPARTUENTS OF TRADE AND INDUSTRY AND FRIMAIY INDUSTRY
(JOTT ACCOUNTING ARRANGRITNTS

111, In the submission made by the Department of Primary

Industry relative to paragraph 111 of the Auditor-General's sxhibit No,
Report and in the submission made by the Department of Trade gﬁ and
and Industry relative to parajreph 163 of that Report,

reference was made to a conmon services arrangement which

has existed between the two departments since their creation

in 1956, In the case of the submission by the Department of

Traie & Industry we were informed that the Permanent Heads of

the two departments had agreed that the growth of the

departments was such that continued integratién of the accounts

should cease subject to the approval of the Public Sexvice

Boards In these circumstances your Committee felt that it

should examine jointly the witnesses representing both

departments on the provision of common services with particular
reference to accounting and related matters.

112, ‘le were informed that, in Canberra, the Department of Q391
Trade and Industry provides accounting personnel and stores

services for both departments vhilst the Department of Primary
Industry provides publication and Library services. In

Western Australla, South Australia, Queensland and Tasmania,

the Department of Primary Industry provides all of the services
required whilst in Victoria the Department of Trade and Industry
provides a conbined accounts Branch, In New South Wales the
Department of rrimary Industry provides its owm services,

113, In respect of services provided jointly in Canbe:rra,

Mr, Mac Farlane stated that problems had arisen in respect of

the accounts Branch and the persomnel and stores sections. Mr
Dickinson indicated that the provision of joint services

creates problems particularly vhen heavy demands on those Q8 394
services give rlse to the need to determine priorities for and 395
work as between the two departments. He added that

problems had been experienced in regard to recent svperannuation
refunds and changes in salaries arising from recent arbitration
determinations,
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114. lire Cleary stated that as both departments are
separate entities, they compete for staff in their recruiting
Programmess Vihe *e both departments desire recruits of the
same type and the Personnel Section common to both Departments
processes the applications submitited, problems arise as to
which Department should enjoy priority of selection of

the available applicants.

115. In the case of the Stores Section, lr. Dickinson
indicated thet the staff comprises two members, a storeman 20395 and
and a juniaervho are required to service both departments. Qse igg to

Mr. Cleary informed us that under the preveiling arrengements
neither Department has separate store holdings or separeste
store schedules and neither Deparitment conducts separate
stocktakes. Whilst some stores such as headed paper and
envelopes can be readily identified for each Department,
difficulties arise in the allocation of financial
responsibility for ordering non-identifiable stores.

116. Mro MacFarlane stated that when the two

Departments were established in 19%6, their stafis were

small and their functions relatively limited. In these
circumstances the senior accounting officer was able to Q.405
carry out the combined accounting requirements. of both

Departments. Diftriculties were encountered, however,

in 1964 and at that stage both Departments approached the

Public Service Board o obtain a staffing re-organisation

but no sooner had this been obtained than the functions of

the Department of Primeary Industry were expanded. He

expressed the view that inadequacy of staff numbers had

caused the difficulties experienced in the accounting

fieldo At the time ol our inquiry there were 18 staff Q.415
positions in the Accounts Branch to service both Depariments.



11{s The Public Scrvice Board Obs.rver, Mr. Vanthoff, indicated

that vhen the Board gave its dceision in December 1965 op the
reorgenisation proposal submitted by the two departments it
considered that the number of positions provided wes adoguate
to moet the staffing needs at that timu, He added that

all departments in Canberra arc expericncing problems in
obtaining staff and that staffing problums arc not peculiar
to an amalgamation of functions betwoen departments. He
emphasised that vhilst the division of staff into separate
organisations, resulting in the creation of additional
positions, may be required to achiuve more efficicnt working
arvangements, such a situation can in fact operatc to the
detriment of the staff aveilable as additional staff would
be required wnder such an arrangement,

118+ Mr, dao Farlane informed us that late in August 1966,
interdepartmental ncgotiations had commenced with a view
to making a joint urgont. approach to the Public Service
Board for the cstablishment of scparate accounts,
personnel, stores, travel and publications sections for each
of the Departments concermed, Thesc negotiations had
culminated in discussions at Por.znont Head level. During
the negotiations it was agrecd, following suggcstions made
by the Public Service Board, that rather than make a joint
approach to thc Board, each Department should submit a
separate proposal.  The Department of Frimary Industry
submitted its proposel to the Public Scrvice Board on 6th
Septenmber, 1966 and the Department of Trade & Industry
expected to submit its proposals during the week ended
Friday 16th September.

119. ¥Mr. Mac Farlane indicated that the comments made by the
Auditor~Gencral and by your Committec relative to the
circumstances obtaining in the accowmting field had prompted
urgent action within the Departments to scek a satisfactory
solution to the problem,

120. Mr. Vanthoff stated that the proposals of the two
Departments would be given urgent consideration by the Tublic
Service Board,

Qs 408, 411
and L34

Qs 117, 424,
429 & 431

Q418

Q 426

Q4335
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Conclusions

121ls Whilst Your Committce would not wish to pre-judge in
any vay the merits of the proposals submitted by the
Departmonts of Trade and Industry and Primary Industry to the
Public Service Board for the orcation of separate accounting
and related s.rvices, the cvidence indicates olcarly that
the common scrvices arrangements, particularly in respect of
accounting, stores and personnel functions havebocome an
impediment to cfficicnt administration as the scope of
activities of' the departments concerned has increased.

Indced Your Committoc would express some surprisc that it was
not wmtil as recently as 1964 that scrious problems began to
emerge in this field. In these circumstances we would pay

a tribute to the officers of both Departments who for a period
of ten years since 1956 have ensurcd that this arrangement
has continued to operate as offectively as it has.

122. From the evidonce received and from the comments made
by the Public Service Board Observer, however, Your Committec
would. doubt whether staffing problems have contributed as
significantly as was claimed, to the difficulties experienced
by the two Departments in administering common scrvices., In
this regard we agree with the Public Service Board Observer,
that should scparatc arrangements be made for cach Dopartmont
as envisaged in their recent proposals to the Public Service
Board, competition botwoen them for staff will persist as it
docs between all Departments in the Commonwealth Scrvice.
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CHAPTER 9 -~ CONCLUSIONS

2

1230 Each year since 1959 Your Committee has conducted a
separate series of annual inguiries relaving specifically to matters
raised in each Report of the Auditor-General.

1240 OQur inguiries show that, in recent ,yeaz"s3'bhe Reports ot
the Auvditor-Gensral have been tebled during the latter haif

of August. As in our Seventy-eighth Report, we would again emphasise
that the early tabling of the Report is greatly aporeciated by Your
Committee and we pay tribute to the Auditor-General amd his staif

for the sustained effoxt which they have made over the years to
achieve that result.

125, Your Committee's i;'xquiry into the Auditor-Counsral's
Report for 1965-bb covered a somewhat smaller fisld than that
traversed in the previous year but was designed in part to
afford an opportunity for review of' certain matters relating
particulariy to the Departments ot External Affairs, Interiou
cnd Trade and Industry wiich had been the svbject of material
oritiocism by Your Commitiee when examining the Report of the
Auditor-General for the previous financial years In the oase of
the Department ot the Navy, on the other hand, Your Committee
felt that whilst the Department had recently established a pelicy
relative to vehiole replacement, it should examine the basis of
that policy ana the circumstances surrounding its establishmente

1260 On several occasions Your Committee has expressed the
view thav it should adhere to tne practice established ir 1959 of
critically examining each year the Reports ot the Auaitor-General
andywhere it sees a need, of proceeding to a public examination
of matters referred to in those Reports. We would agnin enaorse
that view on the basis of thig inquiry.

For and on behalr oz the Committee

W z’“l“,‘"" RICHARD CLEAVER
DAVID N. REIV CIAL RS AN
Secretary / —
Joint Committee of Public Accounts J Mﬁ( 2y
Parliement Houso VY J,«/‘I"l'

CAUBERRAS AeColtts
12th October, 1966,



