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DUTIES OF THE COMMITTER

Section 8 of the Public Accounts Committee Act 1951-1966 reads as
follows :=

8, The duties of the Committee are -

(a) to examine the accounts of the receipts and
expenditure of the Commonwealth and each
statement and report transmitted to the
Houses of Parliament by the Auditor-General
in pursuance of sub-section (1.) of section
fifty-three of the Audit Act 1901-1950;

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

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

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

and include such other duties as are assigned to the Committes
by Joint Standing Orders approved by both Houses of the
Parliament,
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JOINT COMMITTEE OF PUBLIC ACCOUNTS
ONZ HUNDRED AND TWENTY~SEVENTH REPORT

THE REPORT OF THE AUDITOR-GENERAL
FINANCIAL YEAR 1969-70

Chapter 1
Introduction

The first duty of Your Committee as set down in soction 8
of the Public Accounts Committec Act 1951~17966 is:

(a) to examine the accounts of the receipts
and expenditure of the Commonwealth and
each statement and report transmitted to
the Houses of the Parliament by the Auditore
General in pursuance of submscction (4)
of section fifty-three of the Audit Act 7901~1950¢
The sccond duty of Your Committee is:

(b) to report to both Houses of the Parliament
with such comment ss it thinks fit, any items
or matters in those accounts,statements and
reports, or any circumstances connected with
them, to which the Committee is of the opindon
that the attontion of the Parliamont should
be directods

2e Each year sinoc 1959 Your Committec has conducted a
soparate series of inquiries rolated specifically to matters raised by
by Auditor~General in his Reports to the Parliament.

3, In recent yecars the Reports of the Auditor-General
have been tabled during the latter half of August and consistent with
this pattern the Report for 1969-70 was presented on 26 August 1970,
We would express appreciation to the Auditor-General and his

staff for the considerable effort they have made over the years to
achieve this objectives
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b, On 22 Scptember 1970, Your Committee discussed with the
fuditor-~General several items on which he had commented in his Report,
Writton statements were subsequontly obtzined from several departments
and Statutory Authorities. After a selection had been made some of
these werc examined in detail by Your Committece

Se The Items selected for detailed oxamination and which

are referrcd to in Chapters 2 to 5 of this Roport were made the subject
of a Public Inquiry held in Canberra on:

Tuesday 20 October 1970
Tuesday 23 February 1971

[ The following witnessos wore sworn and examined by
Your Committee in rclation to the matters referred to in this Report.

Dopartment of Education and Scicnce

HMroRoA Foskatt ~ Assistant Secretary,Tcrritorial Education
Branch
MreCodelenihan ~ Director,Establishments and Finance Branch

Dopartment of the Interior

MreM,W,Frankcom « Chief Property Officer,A.C.T.

Department of the Navy

MroFoHeBrown = Deputy Director of Naval Works
Captain HeGeBurgin « Director of Naval Ordnance Inspection
Mr,T,E,Sullivan - Chief Executive Officer (materiel)

Deparbment of Social Sexvices

Mr,C.Calvert ~ Acting Assistent Director~Gencral (Operations)
MredoFeMallam -~ InspoectoryRegional Offices,New South Wales
Mred,A.Stemp - Chief Internal Auditor

MroReGolilliams - First Assistant Dircctor-General Managemont )
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Department of Works

Mr.WaCoAlexander ~ Director,South Australia
MreKoWedack - First Assistant Dircctor~General (Engineering)

Australian Wool Board

MroHoKsLay =~ Administration Director .
MroAeDolcKinloy ~ Finance Director
7o During its inquiry Your Committee was assisted by the

following obsorverss:

MreAdK Ragloss )
Hr.W.H.Scott )

Auditor-General's Office

MreLeZedolinek= Department of Primary Industry
MreR.NoHoLeod )
Mr.G.N.Vanthoff)
Mr.@.8.Davidson =Dopartment of the Treasury

Public Sorvice Board
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Chapter 2
Department of Education and Science

8o In paragraph 79 of his Report for 1969-70 the Auditor-Genersl stateds

YMy Report for 1968~-69 made reference to

a fire at the Iyneham Primary School in June

1969, Assessment of the demage to the building

had not been made at the time of preparation of

this Report'.
O In its written submission the Department of Education and
Science stated that the original capital cost of the Lyneham Primary School,
excluding minor works and costs associated with transportable classrooms was
#635,29%, The submission also stated that the National Capital Development
Commission was not in a position to assess the original construction cost of
the portion of the building destroyed by fire in June 1969 as the building
was not totally destroyed, In fact, the original foundations and almost all
of the outside walls were used in the reconstruction.

1
% During our preliminary consideration of this matter we noted

from the Report of the Commonwealth Fire Board for 1968-69 dated 30 August
1969, that the fire that occurred on 21 June 1969 at the Iyneham Primary
and Infants School was the largest fire reported to the Board during

that year,

1 The Board's report atated that reports on the fire had

been submitted by A.CeTe Police and the Chief Fire Officer to the Coronexr's
Courte The suspected arsonist had been apprehended and charges had

been laids As the Coronial enquiry had not been held, the Department

of Education and Science had no access, at that stage, to the Police

or Fire Brigade reportse Consequently the Department had been unable

to officially advise the Board on the extent of the losse

124 During our preliminary consideration we also noted that
on 23 June 1969 a Press report stated that a spokesman for the Depart-
ment of the Interior had said the fire had caused dmmege worth $750,000
to the permanent part of the school,

130 In these circumstances and in view of the property
responsibilitics of the Department of the Interior we sought evidence
from that Department as well as from the Department of Education and
Science in connection with the fire at the Iyneham Schoole



14, The witness representing the Department of Education
and Science stated that his Department had been created in 1966. Its
responsibilities include the planning and provision of pre~school,
primary and secondary schools in the A.CeTe in conjunction with the
New South Wales Department of Education in the case of primary and
secondary schoolse. That responsibility covers the planning of Q@9 to 13
schools, the provision of accommodation through the National Capital
Development Commission, the equipping and furnishing of schools and
the general operation of schools, taking into account that the New
South Wales Department of Educationr provides the teaching services
and the curricula, The Department of Education and Science is also
responsible for the general upkeep of the schools and for ensuring
that adequate fire protection provision is made, In relation to
these matters the witness representing the Department of the Interior
informed us that his Department's responsibilities for schools in
the A.C.Te are confined to the provision of cleaning services for,
and at the request ofy the Department of Education and Science. It
wags explained that when the latter Department took over the
responsibility for schools in the A.CeTs, it lacked the necessary
expertise and staff in this particular field. The Department of
the Interior has continued to provide this service by contract
cleaninge

15, The witness representing the Department of the Interior

informed us that when a new school has been completed in the A.CoTe

the National Capital Development Commission passes it over to the

Department of the Interior as it is required to do under section 14

of the National Capital Development Commission Acte. At that stage Qs to 17,27
the Department hands the keys of the school over to the Department %de(!zn;n;iot;t;ee
of Education and Science, In this process of transfers a handover

certificate is supplied by the National Capital Development Commission

to the Department of the Interior. The certificate, a copy of one

of which was tendered to us, is signed by a representative of the

Department of Works/Construction Agent and by a wvepresentative of

the National Capital Development Commission and by a representative

of the Department of the Interior as the client on behalf of the



=10m

Commorwealth, While the certificate bears a notation that the keys
of the building have been handed over to the Dopartment of Edueation
and Bciemé, no documentation evidently accompanies the handing over
of the koys to that Department by the Department of the Interiore

fe note from the evidence, however, that when the National ILibrary
Building was transferred by the Department of the Interior to the
control of the National lLibrary sdocumentation effectingthe transfer
was madee

166 We were also informed that no costs are included on the

handover certificate, It could be from six to twelve months after

the completion of a project before its final oosts are available, The

evidence shows, however, that the Finance and Supply Branch of the Committee
Department of the Interior receives a monthly return from the National File 1970/9
Capital Development Commission of complcted works in Canberra for
municipalyterritorial and land accounting purposes, The return

provides expenditure on a project for previous years, the current

Yyear and the project total. We were informed by the witness represent-

ing the Department of Education and Science, however, that his

Department takes separate action by telephone or correspondence to

ascertain the completed cost of a school building from the National

Capital Development Commissions The cost is recorded on the

Department's files

174 In oxplaining these transfers of property the witness Q8417 to 22
representing the Department of the Interior informed us that if a
building is constructed for the Department of the Interior, it is
taken over by that Department and the asset is recorded on the
Department's asset registere However, the Department regards schools
as being in the naturc of special purpose buildings built and designed
for another Department. Because the upkeep,control and management

of these schools are not the responsivility of the Depaxtment of the
Interiory they are passed to the Department of Education and Science
for control, Under these arvangements the Department of the Interior
sheds its respousibilitiocs for upkeep,fire protection and other
necessary measures of protection,
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18, In commenting on this evidence the Audit Observer,

Mr. Ragless, informed us that under the Treaswy Directions, the

ﬁepartment of the Interior is responsible for recording all buildings

in the A,CsTo except cortain special purpose buildings. Treasury Q33
Direction 32/53 states:=-

"The Property Branch of the Depaxtmont
of the Interior maintains a register of all
land required by the Commonwealth showing
costytitleyparticulars and description. It
is not, therefore, necessary to keep detailed
records within Departments, A simple form
of record showing the location of each holding
will suffice. Fach Department will record
improvements effected subsequent to purchasece
Commonwealth owned buildings in the States
uged Jointly by a number of Departments,and
Commonwealth buildings in the A.C,T.except
Government House,Parliament House and buildings
used exclusively for postal purposes, will
be recorded only by the Depaxrtment of the
Interior',

Mr. Ragless added that in 1969 the Department of the Treasury agreed

that other special purpose buildings could be controlled by the
Departments occupying thems The Department of the Treasury suggested to
the Department of the Interior that wherc departments have not a Q533,49 and
satisfactory record, the Department of the Interior should negotiate 50
a transfer of the records held by it to the Department concerned.

Mre Ragless expressed the view that the onus would be on the

Department of the Interior to ensure that the Department of Education

and Science did in fact have adequatc assct records before it could

shed its own responsibility under the Treasury Divections. A witness
represonting the Department of Education and Science confirmed that

the assets registers maintained by his Department do not include

land and buildings and that his Department is not required to maintain
such a record in its registers.

19, The Treasury Observery Mr, Davidson, agreed with the Q84159 to 161
views expressed by the Audit Observer. He confirmed that negotiations

were proceeding with the Department of the Interior for the transfor

of some buildings to other Departments, including the Department

of Education and Science but added that the negotiations were

incomplete,
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20, The Iyneham Primary and Infants school was complcted Q8.3 to 7,31
L)

about scven years prior to the cruation of the Department of Education and Commit,tee

and Scionce, Ve were informcd by the Department of the Interior Filo 1970/9

witness that the school was taken over by the Department of the Interior
from the Department of Works(the construction authority) on 5 June

1959 and becamo the responsibility of the Education Branch of the
Department of the Interior. At that stage the school would have been
included as an item on the assets rcgister of that Branche Following
the creation of the Department of Education and Science the whole of

the Bducation Branch of the Department of the Interior was transferred,
together with its records, to the newly-created Departmente Those
records would have included records of all of the schools in existence
in the AdCeTe at that time and their costs. The records may not have
been sct out in a formal register but they would have been recorded

in the relevant files that were involved in the transfer, The vitness
felt that it could be argued that there should have been a list of

all the schools transferrcd from the Department of the Interior to

the Dopartment of Education and Science, but, for reasons unknown to
him, such a list was not prepared. Following our public inquiry,

the witness supplied us with copies of correspondence relating to

the transfer of functions and related files that took place between

the two Departments concerned at the time of transfer of the

Bducation function and subsequently., The correspondence showed that

on 18 Scptombor 1968 a meeting had taken place between officers of the
Depaxrtment of the Interior, the Department of Zducation and Science

and the National Capital Developmont Commission relating to procedurcs
to be followed in the handover of cducational buildingse The minutes

of the mecting showed that a representative of the Department of the Committee
Interior had explained that the question of the assets register was File 1970/9
under examination by his Departments It had been decided to investigate
whether the asscts register would be compiled by the Department of the
Interior oxr whether this function would be decentralised,

2%e A witness representing the Department of Education and

Science explained that for nine months prior to the transfer of the
education function he had occupied the position in charge of the Education
Branch ef the Department of the Interior and he had personally transferred
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to the Department of Education and Science. He confirmed that the
transfer included all of the Education Branch records held in the
Dopartment of the Interior at that time in the form of files,

22, In response to a question the witnoss representing the
Department of the Interior expressed the view that the Iyneham

school should not be included in the assets register maintained by
the Department of the Interior, In support of this view he
explained that the Bducation Branch had been wholly transfexrred

to the Department of Eduwcation and Seiencee In its letter of 21

May 1969 the Department of the Treasury had referred to schools

as speeial purpose buildings, He argued that with reference to
special purpose buildings for which a departmont is responsible for
all operational and maintenance&spects, for example schools in the
AeCeTey 1% secmed logical that the particular Department responsible Q.56
should maintain the assets register in conjunction with associated
records it must keep for maintenance purposes, He added that the
record could be corrected by listing all schools with the cost of
construction and having them formally handed over from the Department
of the Interior to the Department of Education and Seience,

2% In rclation to the valuc of the damage that occurred
at the Yyncham school during the firc in June 1969, the Department
of Education and Scionce stated in its submission that the National
Capital Devclopmont Commission was not in a position to assess the
original construction cost of the portion of the building that had and Q5.80 to
been destroyeds The witness representing the Department of Zducation 89
and Science stated that a number of additions had becn made to the
school after the original building was completed in 1959, The

original building and the additions had cost $635,000, As the building
was not completely destroyed but parts of the building were destroyed
and other parts slightly damaged it was difficult for the Commission

to assess the value of the actual damages In fact the original
foundations and almost all of the outside walls were used in the
reconstruction of the school. The witness representing the Department
of the Interior was unable to elaboratc on the difficulties experienced
by the Nationsl Capital Development Commission in asscssing the cost
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of the fire damage as his Department had not been interested in the mattere

2k, When questioned on the Press report of 23 June 1969 to the
effect that a Department of the Interior spokesman had stated that

the firc had caused damage estimated at $750,000 the witness reprcsent-
ing that Department informed us that the spokesman referred to
could not be identified, The witness had discussed the matter with
the Director of Information and Publicity who is responsible for
issuing all statements to the Press on behalf of the Department.
The Dircetor had no record of such a statement having been issued,

Q5.90 and 91

25, The witness representing the Department of Education
and Science stated that his Department has notified the Commonwealth
Fire Board of its estimates of the cost of damage to furniture and
equipment occasioned by the fire. However, on the ground that the
Department of the Interior is responsible for the building, the

Q8111 to 115

Department of Education and Science docs not propose to submit a
report to the Commonwoalth Fire Board regarding the cost of damage

to the building itself., The witness representing the Department of
the Interior also declined to accept that his Department had a
responsibility to report to the Commonwealth Fire Board on the matters

264 In its Report for 1968~69 the Commonwenlth Fire Board

stated that the cost of restoration of the building had been ostimated

by the Department of Works at $580,000. In its submission the

Department of Education and Science informed us that on 20 August 1970

the National Capitel Development Commission had formally notified

the Department that the estimated cost of restoration of tho building

was $4#42,820, In commenting on these figures the witnoss advised us .

that the figure of $580,000 represented the first estimato of the ,?'g}b:'t
cost of restoration prepared by the Department of Workss ILater,that and Qs101 and
Department had supplicd a pre-tender estimate of $525,000, The 115 to 117
actual tender prices received, however, varied between $400,000 and

$570,000, The lowest tender of $400,000 had been accepted by the

National Capital Development Commissione Howover, subsequent

variations werc made which brought the contract price to $420,589, It

was. explained that in the course of reconstruction the opportunity

was taken to achieve internal rearrangements aimed at improving

operational efficiency. Thesc included the relocation of the library;
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the provision of one large staff room in licu of two smaller rooms;
the inclusion of tutorial rooms and provision of removable partitions
between some classrooms, In addition to tho contract price of
$420,589 the cost of day labour by the Department of Works on site
preparation prior to construction amounted to $22,231 thus bringing
the total figure to $442,820,

27 In its submisgion the Department of Education and Exhibit
Science stated that an amount of $6,870 for the provision of a 22/
thermzl fire alarm system in the new building had beon included in

the reconstruction contract, A similar system had not been installed

in the original building, In this regard we noted the atatement

made by the Commonwealth Firc Board in its roport for 1968-69 to the

offect that all high schools in the A.CaT, have thermal alarms

installed but these are not installed in the primary or infant

school.s,

28e In commenting on this apparent difference in approach

the witness rcprosenting the Department of Education and Scisnce

informed us that no public primery or secondary school in the A.CeT.

is provided with a sprinkler system and thore are no proposals to

vary that policye. Thermal fire alarm systoms are provided in all

secondary schools and on the rccommendation of the Commomwoalth Fire

Board, action is in hand to instal these systems progressively in Q5,721 to 123
all existing primary schools, Also,thermal five alorms are being and 168
provided in 211 public primary and secondary schools under construction.
The witness was unable to offer any specific reason why thermal fire
alarm systems had not been included in primary schools in the paste

He suggested the rcasons might be the lower enrolments in primary
schools compared with those in high schools and the lesser extent

and complexity of buildin,s in primary schools. He added,however,

that all plans for primary schools have met the requiremcnts of the
local fire regulations. The witness informed us that in the existing
primary schools firc protection is provided in the design of the
schools which cnables quick exit in an emergency and the positioning
of fire extinguishers in various parts of the buildingse

2% In relation to alarm systems we also questioned whether
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burglar alarms have been installed in schools in the A,C.T.. a8

deterrents to vandalism, We were informed by the witness representing Qa 598 and
the Department of Edusation and Science that such systems have not

been installed. He added that the question of vandalism is currently

& major issue, Janitors are employed in the schools betweon the

hours of 7AM and 4P but recently the Department has been searching

for improved methods of minimising vandalism, The witness informed

us that most of the methods that had been suggested so far would

be more costly than the cost of damage attributed to vandalism,.

CONCLUSIONS

30, In considering the evidence tondered on this matter Youwr Committee
is disturbed by the fact that neither the Department of the Interior nor the
Dopartment of Education and Science rocognise an ownership responsibility on
behalf of the Commonwealth for school buildings in the Australian Capital
Territory.

e It is clear from the remarks made by Observers that under

Treasury Direction 32/53 the Property Branch of the Department of the Interior
is required to maintain a register of all land ccquired by the Commonwealth
showing cost, title particulars and doseriptions, Commonwealth owned buildings
in the States used jointly by a number of Departments, and Commonwealth
buildings in the A.C.Te except Government Housc,Parliement House and buildings
used exclusively for postel purposes are roquired to be recorded only by the
Department of the Interior.

32, It appears that in 1969 the Depertment of the Treaswry agreed that
special purpose buildings other than those presently weferred to in Treasury
Direction 32/53 could be controlled by the Departments occupying them and that
where the Departments concerncd do not hold a satisfactory recoord, the
Department of the Interior should negotiate a transfer of ite records to

theme At the time of owr dnquiry in October 1970 these ncgotiations between
the Department of the Treasury and the Department of the Interior had not been
comeludeds Moreovery the evidence shows that, at that time, the assots
regleter of the Department of Educgtion and Science did not imlude land

and buildings,

32, In these circumstances Your Committee believes that school
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buildings in the A.C.T. are prescntly the property responsibility of the
Departnent of the Interior and not that of the Department of Education and
Seiences From this it follows that the schools concerned should be listed
on tho Assets register of the Department of the Interiore. It also follows
that advice to the Commonwecalth Fire Board regarding the value of damage
to the Iyneham Primary School building occasioned by the fire that occured
there in June 1969 is a matter for the Department of the Intorior.

3l The ovidence also shows that subsequent to the creation of the
Department of Education and Science, the Education Branoh of the Department
of the Interior was transferred,together with its relevant files, to the

new Department, Your Committee believes that, consistont with the intention
of Trcasury Directions 22/53, the Department of the Interior should have
ensured that it retained details of the school buildings on its Asscts
Register whon that transfer took place.

35 In relation to the foregoing matters Your Committe. has considered
also the processes involved in meking new school buildings available

to the Department of Bducation and Science subscquent to the assumption

of the education function by that Department. In this process a handover
certificate is supplied by the National Capital Development Commission

to the Department of the Interior as the Commission's client on behalf of

the Commonwealth. These certificates bear a notation that the keys of

the building have been handed over to the Department of Education and Science
but no documentation evidently accompanies the handing over of the keys to

that Departmente Your Committee considers that proper documentation should

be associated with this transfer of keys, This should include an acknowledgement
by the Department of Education and Science that the keys have been received,

To this we would add that in our view the transforence of keys botween departments
merely acknowledges a right of occupancy but does not necessarily convey

the transfer of property responsibility. For this reason Youwr Committee
believes that all schools in the A.CeTe that have been constructed subsequent

to the transfer of the Education Branch of the Department of the Interiox

to the Department of Education and Science should presently be included

on the Assets Register of the Department of the Intorior. In this regard and also
in comnection with the esrlier transfor of education functions to the

Department of Education and Sciencey Your Committee agrecs with the views
expressed by the Audit Observer, Mre Ragless, that the onus would be on

the Department of the Intorior to ensure that the Department of Educetion
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and Bcience had adequate asset records before it could shed its own
responsibility under the Treasury Directionse

366 From the evidonco tendered it is clear that the Department of

the Interior is not at present justified in regarding schools in the A.C.T.

as being special purposc buildings in torms of the Treasury Directions.

Your Committee believes that if it is the wish of that Department to have

those buildings so classified it should complete its present negotiations with the
Department of the Treasury as soon as possibles When agreement has been

reached between these two Departments, Your Committee would expect the

Department of the Treasury to amend Treasury Direction 32/53 without delay

so as to give effect to the new arrangements.

37 Arising from the evidence we also note that while thermal

firc alarm systems have been instolled in Secondary Schools in the A.C.T.

they have not, in the past, been installed in Primary Schools, While possible
rcasons for this differonce in policy were suggestcd by witnesses, no firm
reason for this difforence could be adduccds Yowr Committec believes that
such systems should have been installed in primary schools erected in the pasts
We are rcinforeced in this view by the fact that cwrrent policy on this

point provides for thermal fire alarm systoms to be installed in existing
primexy schools and in such schools to be built in the futurc. On this

point we would observe that the evidence shows that the installation of

such systems in existing schools will prove to be much more costly than would
have been the case had it occurrced during the construction of the buildings.

384 Allied to the mattor of thermal alarm systems Yowr Committee
also notes that burglar alarm systoms have not been installcd in schools in
the A.CsTe The cvidence indicates that the Department of Education and Scienec
has recently oxamined the possibilitics of improving its existing methods

of minimising vandalisme Your Committec is swrpriscd to learn from the
witness representing that Department that most of the methods that had been
suggested in this connoction would prove more costly than tho cost of damage
attributed to vandalisme In this xegard we note that the fire that cecurred
at the Lynoham Primary School was apparently 1it by a petty thief who had
entered the building. Your Committee is strongly of the opinion that the
Department of Education and Science should continue to regard the question
of vandalism as a major issue and should pwrsue its investigations into
burglar alarm systems for all Government owned schools in the A.C.Te

as a matter of urgencye.



=19~

Chapter 3
Department of Social Services

3% In paragraph 236 of his Report for 1969-70 the
Auditor-General stated:-
"Following a departmental investigation

into irregularities at a regional office 4n
New South Wales, the former Registrar of the
office was convicted under the Crimes Act of
a number of offences involving the fraudulent
issue and negotiation of cheques and was
sentenced to six months imprisonment,

Defalcations admitted to by the defawlter
totalled $12,190:50 of which $3,370:83 was
recovered from moneys due to him,

Weaknesses in internal controls were

revealed by the Department!s investigations into

the circumstances surrounding the irregularities,

Heasures to overconme these weoknesses have since

been instituteds"
40, We were informed that the irregularities refexrred to Exhibit
by the Auditor-General occurred at the Department's Regional Office 1Z a 6.172
Lithgow, New South Wales, when a Registrar,who commenced duty in the
office in 1959, fraudulently issued, forged, and uttered cheques
drawn against the Regional Office Advance Accounte

41, It was explained that an Advance Account is provided Q177
at ench of the Department of Social Services' Regional and District
Offices, principally for the payment of unemployment,sickness and

special benefits and is usually conducted at a Branch of the

Conmonwealth Trading Bank, A sum estimated to provide payment of benefits
for three to four weeks  is credited to the account which is operatod
on the imprest system. Payments, authorised by officers holding
delegations under the Social Services Act, are made from Regional

and District Offices., Certified cash sheets relating to these pay-~

ments are sumarised and transmitted weekly to the State Office of

the Department from which a re-imbursement payment is made to the

banke The Drawing Account is fully reconciled,
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b2, We were informed that if a person who is unemployed
registers for employment with the Commonwealtl: Employment Service Q0179
and a position is not available immediately, a claim for unemployment
benefits is offered to the applicant, completed immediately and
forwarded by the District Employment Officer to the Regional Office
of the Department of Social Services., The Regional Registrar of the
latter Department is then required to investigate the claim in
accordance with the requirements of the Social Services Acte The
first income statement is lodged if, two weeks later, the claimant
reports to the District Fmployment Office the he is still unemployed.
The income statement is then returned to the Department of Social
Services and the first week's unemployment benefit paid,

43, The witness added that the Department of Labour and Qe179
National Service iz not normally involved in a claim for sickness

benefits, although it accepts claims as agent for the Department

of Social Servicese A claim for sickness benefits is normally

directed to the Department of Social Services together with a medical
certificates Investigation and payment is carried out by the local
Regional Office of that Department.

Uy Concerning the discovery of the fraud and subsequent Qe175
action it was stated that the Registrar of the Lithgow Regional

Office occupies a position of Clerk Class 7 (Third Division), The

staff Establishment of the Office under his control provides for

twenty-six positions,

45, on 18 February 1969, an Assessor Grade 1, aged Exhibit

49 years who had been employed at the Lithgow office for about Q;f%; to 187
nine months, detected suspicious entriee on the ledger card for an

unemployment beneficiarye He reported his suspicions to his

immediate superviser, an Assessor Grade 2, who in turn was

responsible, as was each member of the office staff, to the Registrar,

The Assessor Grade 1 and the Assessor Grade 2 approached a Pensions

Exeminer who was the officer normelly responsible for determination

of the continuation payments. That officer questioned
the two Assessors regarding their suspicions
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L6e The three officers allowed the particular card that Q. 187 and
was the subject of suspicion to be processed in the normal manner 188
and observed the actions of the Registrar in comnection with the

paymontse It was noted that a chcque had becn prepared for a

particular claimant and the cheques were left in the Registrar's

office. On examining thc cheques beforc despatch the particular

cheque was found to be missing and did not reappear. The most sonior

of the three officers, the Pensions Examiner, reported the matter

direct to the Assistant Director(Establishments) at the Sydney Office

of the Department. The Registrar was unaware that he was under

suspicion until departmental investigations were commenced by

senior officers from the New South Weles Headquarters of the Department,
These investigations led to his suspension on and from 21 January 1969,

47, We were informed that Commonwealth Police investigationﬁm ibit
of irregularities in the processing of some 616 cheques commenced 187 /2
in April 1969. Howovery neither the departmental nor the Commonyea1 thRd w197
Police investigations revealed amy evidence of collusion between the

Registrar and any other person. The Registrar admitted sole

responsibility and in March 1969, tendered his rcsignation from the

service,

48, It.was stated that defalcations in thirty-two cases,
totalling $72,791, werc admitted by the Rogistrar. The cheques had
been cashed over the counter of a bank at which the Registrar had
established his bonafides and at which he had operated his own Q.198
bank account for maxy years., Some cases were difficult to prove
and . some could not have been proven because the cheques concerned
had been destroyed in accordance with approved cheque destruction

Progrommes,
ko, It was stated that on the advice of the Deputy Crown Exhibit
Solicitor ten charges only werc laide On 11 November 1969, the ;:?14? and 200

Registrar pleaded guilty to all of these charges under section 71(1)
of the Crimes Act in respect of offences committed botween 11 July
1967 and 11 February 1969, He was sontenced to six months imprisone
ment with hard labour on each charge, to be served concurrentlye
Details of the number and valuc of cheques negotinted fraudulently
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between 1962 and 1969 are shown in Appendix No. 1 to this Report,
In March 1970, default judgment was obtained by Supreme Court
action enabling set-off of certain moneys due to him., The recovery
position is sumarised as follows:=

$ $
Misappropriations admitted 12419050 Exhibit
Loss Amounts recovered 27/2
Refund of Superannuation k4135246
Accrued Salary 17044
Accrued Recreation Leave 206:98
Furlough Entitlement 2,857:95

$4,819:67

At the time of our inquiry the defaulter was an invalid pensioner
possessing no assetss

50, In connection with the technique of the fraud Exhibit
we were informed that as officer-in-charge, a Registrar is 127/2
responsible, inter alia, for proper performance of all work
associated with assessment and payment of unemployment,sickness

and special benefits by the Regional Office staff. He is empowered

by delegation under the Social Services Act to approve payments and
has full access to all documents. In the present case, the Registrar
used his position and detailed knowledge of procedure to authorise
irregular continuation payments of unemployment benefit, to steal

the cheques issued in certain cases and to convert them to cashe

516 It was explained that the prescribed procedures for Exhibit
making continuation payments of unemployment benefit, in conformity 127/2
with Treasury directions, provide for the allocation of tasks involved
innthe procedures between a number of officers and the establishment

of adequate records for audit purposes. Basically, an income state=

ment is required to be lodged weekly by the beneficiary and assessment

of entitlement is entered on a ledger card from which cash sheets

and cheques are prepareds

52, Although the Registrar is responsible for the approval QSEZOE and
of benefits he need not approve continuation payments. Two officers 09
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are involved in a continuation paymontethe Assessor who makes the
recommendation and another officer, who is responsible for authorising
the payment, Normally, an Examiner Grade 3 is rcquired to handle
the weckly continuation payments., Should there be an accumulation
of work it would not be unusual for the Registrar to be required

to approve weckly continuation payments,

53, We werc informed that at the Lithgow office, the Exhibit
Rogistrar frequently assisted personally with payment procedures, 127 /2
ostensibly to oxpedite payments and to supervise subordinate staff.

It was said that he deliberately created a climate of urgency and

by participation in a varioty of his subordinates'! tasks, accustomed

them to his involvement in daily activities.

Sl Tho witness stated that the Registrar was a good Q.270
manager and the procedurcs at the Lithgow office were performed
efficiently. Claims wore treated expeditiously and special

instructions issued to avoid delays. The Registrar personally

suporvised office procodurcse By this means, it became accepted

throughout the office that the Registrar would, on occasions,

porsonally process ledger cardss As he had quite properly

established this pattern of involving himsolf in the offico procedures,

his illegal actions had bocn undetected over a long period of times

554 Typically, uncmployment bonefits terminate when Exhibit
the beneficiary fails to lodge an income statcement and only ina :i'g Q.é%’l
small number of cases is advice received that employment has been

rosumed, \hile approving genuine payments, the Registrar made a

practice of inserting ledger cards for which no income statemonts

had been lodged in order to generate illegal paymentse

564 In 1962 the Registror issued a locol office instruction BExhibit
to the effect that cheques wore to be placed on his desk by 1PM daily ;2?2142“
in order that he might wverify that the number of cheques enveloped 21k,

corresponded with the number of choques issued, It was stated that
instructions such as this arc cxamined by inspectors who visit Regional
Offices at regular intervalse The Regional Office Inspector for

New South Wales had seen the instruction which he considered to be
desirable and to have been issued mainly to prevent more than one
cheque being scaled and posted in one cnvelope, Obscrvance of this
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instruction, which was consistent with the Registrar's insistence on
urgent processing and closc suporvision, provided the opportunity
to extract fraudulently issued chequess

57 The witness indicated that the issuc of the instruction
vas not consistent with procedurcs operating in rogional offices
generally e Howover, as the basis for the instruction was to

Qw211 to 214

maintain a thoroughly efficient office, the Registrar could have

been commended for this action had it been brought to notice.

58 For many yeoars the Rogistrar operated an arrengement Exhibit
whereby, on request, he cashed ‘salary cheques at a branch of the a:\g?éfZB?
Commercial Banking Company of Sydney Limited where he conducted a

private account and delivercd the moncy to officors desiring the

services These choques were endorsed by the payeces and signed

on the back by the Registrar over an official stamp 'Registrar of

Social Servicese! No defaleation occwrred in this connection, but

the practice accustomed bank officials to cashing cheques for him

and he was able to cash unemployment benefit cheques which he

had caused to be issued unlawfully, He signed his own name in

full on the back of such cheques and endorsed then with his official

office stampe

59 Wo were informed that the inspection of endorsement Q54238 to 242
sigoatures on choques is not undertaken as somc forty million are

issued by the Department cach yeor and it was said to be extromely

difficult to detect a signaturc which is not that of the payces

Cheques on the unemployment and sickness benefit account arc returned

srom the Bank, marked off and reeonciled within the Department,

In connection with thc chuquusinvolved in the fraud it had not been

noticed that o significant number had been cndorsed by the Registrar,

The witness added that thore would have been genuine casecs where

cheques had been cashed by the Registrar on beholf of paycose

60 The Registrar sclected his cases carcfully in order Exhibit

127 /2

to maximise his thefts and minimisc the risk of detection, Most
and Q.243

were those of marriod men with children, who lived a distance from

Lithgow, and whose incomc statement could be oxpectcd, on cccasion,

to be delayed in tronmsit, He made it a practice to onsure that no

genuine income statement had errived and then fraundulently authorised

two or three wecks benefit followed by fraudulent weckly paymente. %‘;J‘Bjétand

Qe2h3



25—

616 It was stated that the departmental system provides for

a checking of income statements ageinst authorisation, A Fourth Division

officer matches the continwation income statement with the ledger card E:'Z‘é;?md
and passes them to an Assessor Grade 1, They are then passed to Qe2l3
the Examiner Grade 3 for approval of the payment and subsequently

passed for cesh sheet and cheque preparation. The Registrar had

made a practice of inserting cards with fraudulent entries, but

which appeared to be proper entries, into the stack of cards before

they were passed for the cash sheet preparation process,

62, We were informed that an intensive check of available

records back to 1962 disclosed that the Registrar had perpetrated Exhibit

eight cases of fraud sporadically from that year until 1966, He 12772
bsequently introd a4 a further twenty-four irregular cases before

being detected early in 1969, Up to ten illegal cases were current

at one time, the average weekly number from 1967 onwards being five,
Fraudulent payments totalled 545 out of some 4b4,000 cheques, Appendix
Nos 1 +to this Report, which shows the number and value of the
defalcations in relation to all payments of unemployment, sickness
and special benefits made from the Lithgow office, supports the

view that the frauds commenced on a small scale and grew as the
Registrar's confidence in his methods employed increasede

63, It was claimed in evidence that since the establishment

of the Department of Social Services in 1942 some $15,000 million Q86215 to 217
has been paid in benefits and until this case was detected, some

$12,000 had been lost in internal fraud of which about $8,000

had been recovereds

6l Regarding procedures followed in the Lithgow Exhibit
Regional Office the Department stated in its submission that no 127/2
officer other than a Registrar could have carried out such a fraud,
involving duties and utilisation of records normally carried out by
a number of subordinates, Aprart from the interference in the prescribed
division of duties other wesknesses were discovered in that the ledger
card entries bore the initials only of the approving officer and
prepared cheques were permitted to enter the control of an officer
who had approved payment,
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65e When questioned as to how weaknesses of this nature Qe2hh
could have entered the systom and remained there for such a long

period of time, the witness noted that the Registrar had intervened

at two stages of the procodwres, DBecause of his authority in the

office, he gained access to the ledger cards bofore they worc given

to the typist, inserted the fraundulent ledger card, and then, after

the cheques had becn typed, obtained them and the ledger cards again,
extracted the card relating to the continuation payment and extractod

the cheque which he retaineds

664 Full details of the fraud werc forwarded to all State Exhibit
Diycotors of Social Services on 27 May 1969, The text of the advice 129 /2

Conmittee File

was as followsi~ 1970/9

YPayment of unemployment, sickness and special benefit

Y"Following a large scale £fraud at a regional
office,y consideration has heen given to a
variation in the procedures for the payment of
the above bencfitse,

The fraud was perpctrated by the Registrar
under the guise of assisting in the determipation
of unemployment continuantion payments, While
approving genuine payments, the Registrar would
insert ledger cards on which payments had ceoased
beecause the beneficiaries had rcturned to work
or failed to report,

These payments always began with a
double, and an occasional treble,instalment because
the Rogistrar had to be certain that an income
statement had not been lodgeds. All but one of
the payments were made on the cards of
boneficiarics living in arcas somc distance
from the regional office so that the delay in
lodgement of the income statements did not
arouse unduc suspicion,

After preparation, the cheques were
passed to the Registrar so that he could
engure that the number of envelopes agreed
with the number of cheques issucds The
11leogolly drawn cheques were then misappropriated,
fraudulently cndorscd, signed by the Registrar
on the back as a guarantee that the endorse-~
ment was valid and cashed at a private banke



The bank hed those cheg
of o similar long-standing e.rrangemnt with
regard to the fortnightly staff salary cheques
that were also signed on the back by tho
Rogistrars The bank failed to appreciate
the distinction betwoen the salary cheques
drawn by the Sub-Treasury and payable to
staff membors and Advance Account cheques
payable to bencficiarios.

Tho Registrar would then assist in
resorting the ledger cards in alphabetical
order for storage beforc the next day's business
and would rotain possession of those cards on
which an illegal payment had boen mades

It will be appreciated that the Rogistrar's
position made it possible for him to have
access to all bencfit documents in the office
and, at times, to break his own instructions
©e8o ho had continuation cards prepared
occasionally without recording them in the
register kopt for that purposece

To avoid the possibility of similer
occurrences in the future, poyments on ledger
cards at S8,HeQe!'s. rogional and district
offices arc now to be initislled by the asgessor
moking tho entry as well as by the determining
officers The form will be re-designed for
these actions at the next print,

The procedurc is to be commenced
Immediatoly. So that thore will be places for
the two inltials to appear, you mey considex
it dosirablc for a linc to be ruled down the
coentre of the Minitials' column of your
oxisting stocks of ledger cards.

If not already in force, arrangements
are olso to be made that prepared cheques arc
never to be made avallable to any person who
has been concorned with assessment or determine
ation or who has signed or countersigned the
chogues.  Thoy should be delivered to an
independent officor to hold until despatch.

In regional and district offices, this
officer is to ensure that the cheques so held
agrec in number with the entries on the day's
cash sheebs and should endorse both copies of
the cash shoets that this check has been
carried out,

In the event of a benoficiory requiring
poayment over the counter, a suitable entry
should be made against the cash sheot item by
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tho officer holding the cheques and an
amendment made to the cash sheet endorse~
ment mentioned above. In no circumstances
are cheques honded over the counter to be
Yopened" ~Instruction 4/B/1(b) refers,

¥ould you please arrange for these
instructions to be implemented immediatcly
and acknowledge receipt of this communication,'

67, The Audit Obscrver, lMr, Ragless stated that in the Q247
light of experience at that time, the proceduves followed at the

Lithgow Office of the Department were accepted by his off'ice o8 being
satisfactory, having regard to the cost of more elaborate checks

and procedures, He noted the fact that by exercising his authority

as a senior officer and being the only officer in a position to do

50y the Registrar had succeeded in noutralising precautionary

measures, The Department, in its wisdom, had subsequently introduced

a morc claborate systom of checks. He said that the Auditor~General's Re2l8
Office regards the system of checks rccently introduced as being
satisfactory in the circumstancose

68, It was stated that as is the case in all Regional Exhibit
Offices, regular administrative and intornal auwdit inspections 127 /2
were carried out at Lithgow by officers from the Departments State
Hendquarters during the period of the fraud, i.e. from July 1962

to Fobruaxy 1969, The programme of the Regional Office Inspector
is not designed to detect fraud, although this would have occurrad
had one of the illegol poyments been sclected for examination,

The inspections arc in respect of matters of administration,technical
competenoe and cfficiency.

69, Betweon July 1962 and Januvary 1969, twenty-two visits  Exhibit
were mado to Lithgow by internal emdit clerks. The progremme of 12772
inspection required inter alia, the sclection for check of five per
cent of entries on all continuation cash sheots for one weck per

month and observation of the process of preparation and checking of
cheques in order to ensure compliance with approved procedurcs, While
no fraudwlent payment was sclected by the eight clerks who visited
Lithgow during the period of the illegal poyments, several of the
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cases involved were checked when the payments were genuine and on a
nunber of occasions one sclected for check was only a few entrics
from a fraudulent paymente

70, ¥We wore informed by the Auditor Observer, Mre. Rogless
that the method of selection uscd by internal auditors over the Q.29
period of the fraud has becn used since the inception of the concept
of test chocking and is still widely used and accepteds Over the last
decade, however, thore has been a gradual move towards statistically
oricnted gampling procedures, He indicated that the Department of
Soccial Services had been a leader in this fiecld and had implemented
these methods, but it was not until April 1969 that a random sclection
under a statistical sampling plan was introduced at the Lithgow
Office, At that time, a froudulent payment was included in the
selection madcs

7, The Department informecd us that subsequent to a diseussion
held on 17 July 1970 botween its officials, the Department of tho %b}g

Treasury, the Reserve Bank of Australia and the Comercial Banking Q542594255 and
Company of Sydney Limited, advice of the fraud was issued by the 256,
Australian Banker'!s Association to its members on 22 July 1970,

The banks werce asked to draw the attention of their officers to

the dangers which could be involved in cashing for a departmental

officer, cheques drawn in favour of another party, and to instruct

them to excrcise caution in cashing Social Services or other

Commonwealth chequos should therc be suspicious circumstances.

724 The Departmont statcd that the procedurc for payment Exhibit

of unemployment beonefits had been in force with only minor changes 122 /2
since the introduction of thc scheme in 1945, No other frauds of this
noture have been dotected and the department considers it to be
fortuitous that in this instance detection was cvadeds

23, 45 well as alerting Directors, internnl ~udit stoff Qe253
and Regional Office inspectors of the Department were informed

in deteil as to how this particular fraud was effected and were

asked to watch for further similar occurrences. It was claimed,

however, that further illegal payments would be most unlikely as
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the Department's Reglstrars are regarded as being important,responsible
and very trustworthy members of the community,

2k, The Department also stated that frauds involving a Exhibit
breach of trust by a senior, knowledgable and experienced officer 127 /2
tend to be inherently difficult to detect. However, the Department

considers that it has effectively closed the loopholes through

which one was effected and that this isolated case of dishonesty

amongst its thousands of officers has received sufficient publicity

to serve as a deterrent to likewminded individualse

75 The witness representing the Department of Social Q.257
Services agreed that well devised procedures and systems of internal

audit are of paramount importance and noted that measures introduced

had included the strengthening of the Department's internel audit
programme, without serious detriment to vorking proceduress

CONCLUSIONS

76 . The evidence shows that the fraud perpetrated over

the yesxrs 1962 to 1969 by the then Registrar at the Department's
regional office at Lithgow was carefully oonceived and skillfully
operateds

7% It appears that a significant factor in the fraud

was the issue by the Registrar in 1962 of a local office.instruction
to the effect that cheques were to be placed on his deek by 1EM
daily to enable him to verify the number of cheques igssued and
envelopeds The Regional Office Imspector for New South Wales had
examined this instruction at the time of its issue and had
considered it to be desirable on the grounds that it would prevent
more than one cheque being sealed and posted in one enmvelopes At the
same time it was evidently recognised that the issue of the instruction
was not consistent with procedures operating in Regional Offices
generally.

780 Your Committee believes that the unusual nature of the
instruction issued by the Registrar might well have prompted the
Regional Office Inspector to consider the veasons why the need for
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such an instruction should have b ry ddenly at only
one Regional Office. Had the Inspector considered the instruction
in that manner he might well have reflected on its full implications
and mey have seen the danger inherent in the procedure involved or
alternatively, he might well have arranged for the instruction to
be issued to other Regional Offices under his control,

79, The evidence also shows that, apart from the issue
of the instruction referred to, the Registrar interfered in the
prescribed divieion af duties within the office,ostensibly to
promote efficiency, Other weaknesses in the system included the
fact that ledger card entries bore the initials only of the approving
officer and prepared cheques were permitted to enter the control

of an officer who had, in fact approved payments, These weaknesses
appear to have been introduced into the system by the Registrar

and to have had the effect of neutralising precautionary measures,

800 It appears that, as 15 the case in all Regional
Offices, regular administrative and internal audit inspections were
carried out at Lithgow by officers from the Department's State
Headquarters during the period from July 1962 to February 1969.

Your Committee must express some surprise and concern that these
inspections did not, evidently, result in the detection of any of the
weaknesses in the system referred to in evidence.

81e We are also disturbed to learn that the programme

of the Regional Office Inspector was not designed,at that time,

to detect frauds Your Committee believes that internal control

systems are ineffective unless they protect the resources of the
department concerned from waste,fraud and inefficiency; ensure accuracy
and reliability in accounting and operating data; secure compliance
with policy and evaluate the level of performance within the Departmente

824 Finally we would refer to the circumstances in which

the fraud was detected and reporteds The evidence shows clearly that the
fraud was detected by a comparatively junior officer, who, in association
with his immediate superiors reported their discovery direct to the State
Headquarters of the Department., As this action involved the submission
of a report on their senior officer, the Registrar, it obviously required
considerable courage. Your Committee believes that the officers concerned
are to be commended for the action that they took in the circumstances.
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Chapter 4
Dopartment of Works

83, At paragraph 280 of his Report for 1969~70 the Auditor
Goneral made the following statements

"Provision was made in the Defence Works
Programue for 1966~67 for the construction of
2 timber towers and ancillary works at Port
Wakefield Bouth Australia, for the Department
of the Navy at an estimated cost of $220,000,

In March 1967, a contract for tho major part
of the work was lot for $182,149 and provided for
complotion by March 1968, Lator, the contract was
varied to an amount of $197,921 and the date for
complotion was extended to September 1969, Bxpenditure
Yy the Department in 1969~70 on the overall projecty
charged to Diviaion 656-Department of the Navy =
Buildings, Works, Fittings and Furniture, was
$3,035 making total expenditure $o 20 Jume 1970
of $148,290,

The ancillary works, compriging buildings,
roads etce, werc substantially completed, but the
contractor experienced difficultios in the exection
of the towers and, since Decembor 1969, no
construction has taken place on the site,

Departmental papers indicate that the towers
were only partially complete at 30 June 1970, At
the date of preparation of this Report, the action
to be taken in connection with the project was under
departmental, consideration'’,

o Sponsors Brief and Departmont of ‘Works Specification

8luy We were informed that in 1964 the Department of the Navy
requestod the Departmont of Works to design an ammunition testing
Lacility at Port Wekefield in South Australia consisting of two 240!
high timber towers 400! apart, asccess roads, gun platform,motors and
winches to raise and lower the target, asmceinted electrical
installatioms and minor buildings. A specific requirement of the
sponsor's brief was that metal above ground was to be kopt to a
minimum and f poasible, dispensed with altogether. The nature

of the ammunition to be tested by the Department of the Navy wes

the determinant of this request,

Exhibit
127/ 3

and Qso
285 to 289
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85, It was stated that the Department of Works carried out ?ﬂ:}gﬁ 2
oonsiderable investigations into the possibility of using none 27/ Q290
metallic bolts, Theso investigations were concluded during 1964, Thregzo migzegnd
types of material wore considered for the bolts,Permale, a resin File 1970/9
bond improved woods Nylex; and Flastic. All threc were believed to

have inherent weeknosses, The Department of Vork's coroern regarding

the use of nonemetallic bolts was di d with a repr tive
of tho Department of the Navy at Port Wakefield on 3 June 1964,

86, The evidence shows that the Department of Worke mdviseqd  Exhibit 127/3
the Department of the Navy in July 1964 that it did not favour snd Q.501

the use of non~metallic bolts and a recommendation was made

for the uso of steel bolts if at all possible, It was suggested

that the towers might be placed further apart and thus furthor

from the fiecld of influence in the tests and that the height of the

target, which would be sueponded between the towers, could be

maintained by a slight incrcase in the height of the towers,

874 Aftor conaldordng  this advice the Department of the Exh}‘bit

- 127/3 Que3035,
Navy agked the Department of Yorks, on 21 March 1966, to proceed 307 and Committee
with a design of two 280! towers 600" apart with steel bolts and File 1970/9

ring connectors for the tower sections using plywood gussett(or
Jointing or connecting)plates ,This decision was made having regard
to the influence of steel on the tests to bo undertaken, The witness
representing the Department of Works agreed that two years was an
unusual length of time for the departmontsto teke in reaching a
decisgion on the type of bolts o be used in the structurcs.

88, The witness vepresenting the Departmont of the Navy Qe306
indicated that the Qecision in respect of the bolts was a matter

that required considerable investigation as it involved a change

in the original stated requirement, The Department of the Navy

had recommended in May 1965, that instead of the towers being

240t high and 400! apart they should be 280" high and 600" apart,

It was at that time that the Departmont of the Navy agreed that

Permalé bolts could not be used, Consideration was then given to
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the use of stecl bolts. The decision to use stoel bolts was made
in February 1966,

8¢, Because of the type of ammmition to be tested, the Exhibit

Department of the Navy continued to emphasisc the nced for a a:f;’{gm

minfrm of metal in the structures, so much so that lightning | and Comuittee
File 1970/9

protection of the towers was not agroed to, ILightuing protection
problems were raised by the Department of Works after the decision had
been made to use stecl bolts, om 27 June 1966 before the comtract was lete
The matter was raised by the Department of Works a seeond time in
September 1966 when the decision was made to minimise the quantity

of metal in the structure and to disponse with lightning protection,

90, We were informed that during the Department of Work's Exhibit
initial investigations in 1964 referonce material had been found 127/3

and Qs.309 to
relating to constructiony prior to 1963, of similar towers in the 316

United States of America., The 357! high towers used in that country
are of laminated timber construction, assembled with atecl bolts
and ring connections in plywood gussots. Tho Doparitment of Vorks
subsequently found, in early 1970, when one of its officers
inspected the Americen towers, construction problems had been
encountered and, that as a result the design had been modified

for the erection of a second pair of towors in that country. The
witness was not awarc of thce nature of the problems emsountereds

9T At the time of proparation of the designs for the Exhibit
Port Wakefield towers the Dupartment of Works was awarc of ancther 127/3
gomewhat similar timber tower installation located in Britain and ;ﬁ,‘; o5 to
constructed during World var II, Both were different in significant

respects frum the towers proposed for Port Wekefield which were

sold to bo most unusual. We were informed that there was and still

is a lack of oxperience and also of knowledge, outside the Departmont

of Works of this type of construction in Australia,

92e The question of using laminated timber members was Exhibit
considercd and discussed with the trade about 1966 during the Qsjz;{; %o
documentation stage of the projects No definite information eould 323

be obtained however, to indicate that satisfactory laminated
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members could te produced in Austrlia. It was decided tharefore

i use solid timber members of select engineering grade douglas fir,
The decision to use this timber was based on the Dspartment’s kunowledge
of timbers and the fact that the type of timber proposed is probably
the best known timber used in this class of work,

93, No tenderer had been able to offer the mecified

material, It was said that the timber offered was not equal to the

standard of select engineering grades The witness representing

the Department of Works informed us that his Department was

responsible for accepting the timber used., It was claimed

that the timber used provided the only solution to the problem.

The witness was asked whether merchantable oregon,select QBe326 to

merchantable oregon or clear oregon was spscified by the Department, 328
¥We were informed that a higher quality than merchantable oregon

had been specified but that the timber accepted on the site, by the
Department of Works, was a lower quality than that specifieds

9k, It was stated that provision for construction in laminated
timber as an alternative was included in the specification. As Exhibit
plywood gussets were regarded as an established proprietary line 127/3
they were adopted. The design of the towers and all tolerances

were carried out in accordance with the U.S.I1.R.0. Tywher Brgineering
Handbook,

95, Because the only suitable place for creosote Exhibit
preservative treatment of timber of the size involved was at &:?/323 and 409

Mount Gambier, involving the transport of approximately 150 tons

of timber 300 miles and returan, it was decided, in order to awoid

high transport costs, to use treatment by impregnation with a salt
solution of copper-chrome~arsenate. We were informed that this is a normal
and acceptable means of preserving timber, It was said, however,

that had creosote treatment been possible within a reasonable

distance of Adelaide or Port Wekefield this form of treatment would

have been specified,
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96, The design of the project was subjected to the usual
intra and inter-departmental scrutinies. We were informed that Bxhibit

for the examination of projects above a specified values Projects
referred to that Committec arc referred to the Head Office

of the Department of Yorks, During its preliminary stage the

Port Wekefield towers project was referred to the Head Office of

the Department, However, at that time, the future complexities

of the project were not appreciated and it was oxempted from review
exsept for examination of the design by the Chief Structural Engineer
during the various stages of its developmente

97, Drawings were forwarded to the Department of the Navy ang Exhibit
werc discussed with representatives of that Department in November Q348,770
1966, Current procedures rclating to the planning and degign of and 371
major defence works provide for private technical advisers to

the Defence Business Board to examine, comment and/or concur

in the proposed plans of the project before contract documentation

[ icess In Docember 1966, the plans of the Port Wakeficld Towers

were exemined by the Department of the Navy Technical Adviser to the

Defonce Business Board. The total cost ostimate supplied to

the Department of the Navy by the Department of Works amounted to
$200,000, This included a component of the project, a superstructuro
of two towers at an estimated cost of $84,000, The Department of
the Navy Technical Adviser to the Defence Busincss Board commented
as follows:

"I have given consideration to the greater
use of Australion produced timbexs than is
anticipated in the design. The Commonwealth
has at an earlier date had unfortunnte experience
in the use of certain Australian timbers whore
the Timber Engineering concept has been employeds.

The large scctions of timbors described in the
drawings may be available from Australian sources,
but if used quite radical niodification to the
design would be required. Quite substantial
difforences in doad weight oi“ material are
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involved, A greater 'sollapse" shrinking
oceurs in most of tho hustralian Hardwoods as
the drying processes occur, This leads to
serious weakening at all points of mechanical
connection, If suitable Australian timber
was available for the main structure, its
cost would not be appreciably less than
Americon West Coast timber, and indeed, it
may be more exponsive,

Provision cany and hes heen made for
the use of Australian produced timbers where
these can be safoly incorporatod in the
structures,

The design adopted 18 50uUNd seesseses
eeessssoThe ability of a contractor who offers
to carry out the work at an estimated cost of
8L, 000(euporstructurc of the towers only)
should be carefully examined,"

1
98, Witnesses were questioned rogerding the inference

to be drawn from the Advismrts comment that the ability of a contractor
who offers to eaxry out the work at an estimated cost of $84,000 for

the structurc only should be examined carefully. The witness Exhibit 127/3

reprosenting the Department of the Navy informed us that the Qa5 te 359,
comment by his Department's Adviser did not imply that the towers 373 and 433 te

could not be built for the amount of $8%4,000 but that he desired
to be sure that the contract was awarded to a reliable contractor,
On this point the Department of Works witness indicated that a fairly
‘thorough investigation had been made into the ability of the
contractor to construct the towers with large timbers, In this
regard the contractor had performed work for the Department of Vorks
prior to 1963 and had completed satisfactorily,severkl bridges of
large timber construction. The witness considered, in retrospect,
that a closor oxamination could have been made of the proposed towers
having regard to the special problems involved, These problems jhowever,
were not known to thoe Department when the contract was let,

]
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» Tendexr and Construction

99, We wore informed that public tenders for the project bit
were invited in January 1967, Four tenders werc rcoeivod in respeot 127/3
of the Dopartmentfs basic gesign ot solid timber construction, Only

one tenderer, the highost, offered an alternative based on some large

mombers being laminated, at a price exceeding $118,000 and 65 per cent

higher than the lowest tonderer, Although smeasonedtimbor bad beon

specified each tenderer advised that it was not possible to supp, -

the larger sizes of timber in the grade specified and ea.cli offered

unseasoned timber conforming to tho West Coast Lumbormen's Association
standard grading and dressing rulese The successful tendepox

stated that because of the effect of drying and subsequent pressure
impregnation for prescrvative purposcs, an assuranoc could not be

given of final conformity with the cross-sectional dimensions specificds

A guarantee was givenshowever, that the timber would meet the size
roguirements whon first millod in America. This statcment was an

indication that the timber would be comparatively unseasoned when

procurcde The tender was accopted with these qualifications,

100, The witness representing the Department of Works Q374
was questioned on whethor the acceptance of a tender with the

quolification that the timber would be comparatively unseascned when

procured was a normal qualifications He informed us that Lt would be
regarded as a normal provision in offering commercial timber, Ho

added that it is common for timber to be milled in a comparatively un-
seasoned state and for timber that is n.orma.uy Lx2t in fact to measure
approximatoly Z¥x1-7/81%,

101, It was statedy howcver, that subsequent experiense

has demonstrated that the probloms of seasoning and using unseasoned %‘;‘;ﬂ
timbers in large sizes wore not sufficiently appreciated at that time Q4375 mnd
by cither the Dopartmont of Vorks or the Contractore It was oxplained 370

that neither the Departmont nor the Contractor had had any roal

experience of the seasoning of comparatively unsocasoned oregon in
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large sizes, and that advice had not bteen sought from those
involved in other projects involving the use of unseasoned timber
in large sizes either in Australis or elsewhere.

1024 We were informed that had no delays occurred in Fxhibit
the construction process it is possible that the towers could have 127/3%
been completed with the use of unseasoned timbere However, there

were delays in construction and these resulted in deterioration of

the u yned timber bers to an extent that construction as

designed was impossible.

103 A contract for the Port Wakefield project was Exhibit
entered into on 14 March 1967 at a cost of $182,749, At that 127/3
stage the contractor had sevemal other contracts in hand including

the Jervois Bridge, Port Adelaideat an estimated cost of $1.25

million. His progress and performance on these projects were

reported to be satisfactory.

104, It was stated that during construction, the Exhibit
contractor experienced problems in the fabrication of the timber 127/3
and Q377

arising from twisting, warping and splitting caused by the considerable
difference between the moisture content on the surface and at the

centre of the unseasoned timber. Wit repr ting the
Department- of Works thought that there would be no reason
to believe that an incorrect type of timber had been used in the

towerse
1C54 We were informed that as well as the problems Exhibit
agsociated with the fabrication of the timber, difficulties were 127/3,

experienced concurrently by the Contractor in obtaining the Q54379 and 384

specified penetration and retention for the preservative treatment,
After investigation by the Department, it was cencluded that with
the specified method of treatment, it was impossible to achieve

the results required and the contract was varied in July 1968, to
provide for creosote treatment instead of the multi-salt preservative
treatment that had been specified. This involved transporting the
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timbor to Mount Gambier for treatmont, a factor which had boen stated
as the main reason for the original rejection of that method of
treatments It was said that while transport costs wore high and
while there were numerous other treatments available, it

had been considered that creosotey, or copper-chrome-arscnate, the
treatment originally specified, er creosate were probably the most
effective for the purpose, .

108e Yhen questioned further on the reason for Q381 to
revorsing the earlier decision not to use creosoto treatment the 386
witness informed us that whon the contractor attempted the copper-
chrome~arscnate treatment a satisfactory ponekration of the timber

was not achicveds It was demonstrated subsequontly that in order

to achieve satisfactory penctration into oregon,incision of the

f£ibros was necessarye. The witness was questioned ms to the reasons

for these tests not being made prior to a decision being taken

regarding the type of timber to be used. He admitted he could not

provide a satisfactory answer to this question but indicated that

it had not been realised carlier that problems were involved in the
sopper-chrome~arsenate method of prescrvation.

107, . We were informed that in Mey 1968 the Director

. : Qse387 to 393
of Works, Adelaide had requested from the Department of tho Navy an and 408
inercase in the contingency provision of the contract on the grounds
of the many probloms involved both in d_esign and construction.
In particular the Department of the Navy was advised of an
additional cost of $7,272 which had been incurred in réspect of the
usc of crcosote in lieu of the milti-salt pressure impregnation originally
specified, The contract was varied accordingly in July 1968. The
witness representing the Departmont of Works indicated that the
contractor should not be hcld responsible for the failure of the
multi-solt method of preservation of the timbor as the Department
specified a process which the contractor could not achieve,
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108, It was stated that from Decomber 1967, onwardss

the contractor had experienced difficu ties in procuring satisfactory 52:2:171}1;11:
laminated plywood for usé as gussct plates in the erection of the and Q.44
tower, The problem related to a separation of the laminations of the

plywood which prevonted the achievement of full structural strength

in the gusset.

109, Bome delamiination of plywood gussets which Exhibit
had been made to an Australian Standards Association specification 129/3
for marine plywood, had boen discovered by the Contractor in ahgas,.‘HS to
Decomber 1967, In January 1968, samples of the 24" thick plywood

for the gusscts wore forwarded to the Defence Standards Laboratories

at Woodville North, South Austrelia for examination, It was

later found that serious delamination was occurring in all

thicknessesof plywood, Subsoquently the problem was carefully

observed by the Department's supervisors and engineers, The

gusset had becn made to a Dopartment of Works'specification, but

the witness for the Department indicated that the gussets did not

comply with the specification,

110, The Commonwcalth Ordnance Factory,Maribyrnongy Exhibit
Victoria commenced testing over 100 samples of various thicknesses liz/ g Lo
'

of plywood in May 1968. Further samples were forwnrded Suring that
month and an interim report, received in July of that year confirmed
the belicf of the Department of Works that the dolaminntions werc
significant and serious enough to warrant rejection of the plywood.

M. In an endeavour to overcome the problems Exhibit

indicatod by the tests, the Chief Officor of the Forest Products gzzg and
L]

Division of the CeSeIeRe0s was consulted, Discussions were held Commi.ttee

between the plywood manufacturer, officers of the Plywood Division File 1970/9

and Structural Division of the C.S.I.R.0., andthe supplicr of the
glues A report dated 23 August 1968 from the Division of Forest
Produgts of the C.S.I.R.0, to the Department of Works stated that no
conclusions could be drawn as to the cause of the failurese
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It was also stated that production of plywood exceeding 1" in thicknoss
is not common in Austrelis but pancls of similar thickness have been
rroduced successfully both in Australia and abroad. A lettor dated
28 August 1968 from the C.5.1.B.0. to the contractor regarding the
gussets, stated that a proportion of glue lines tested in L'x4M
samples cut from the sheets showed o low bond quality, and so mome
doubt existed regarding the adequacy of coheronce of gluo linos in
all the gussots, An opinion was also given, as requested by the
contractor, of tho suitability of using special split ring connections
for meking the joints and the offect of this moasure substantially
increaging the bearing arca of tho rings in the gussets.

1124 It becamo apparent that plywood free of defect Exhibit
could not be produced without introducing further consideroble delays 127/3
into the project and the contractor wltimately approached the

Department in Scptember 1968, for approval to use nails to prevent
delamination in the gussets due to glue failurc. The Department

of Works approached the Department of the Navy in Novomber of that

Yyoar for advice on this proposal because of sorious doubts that

it hold concorning the offect which additional metal in the towers

would havo on test rosults., Iator in that month tho Departmont

of the Navy advised that the proposals wore acceptablo, The

contractor's firm proposals were rcceived in December and ho was

given authority on 23 December 1968 to proceed, without cost to the
Commonweal.the

113, In March 1969 ercction of the towers commenced Ehibit

on the site and the contractor, despite considerable difficultios, 127/3 and
an

erccted the first 80' of emch towor. Apart from the Aifficulty Qoli2hs

of the plywocod gussets, the various timber members had twisted

and warped considerably thus moking it extremely difficult to
assonble the joints. Some of the joints had up to sixty or sevonty
comnectors which had to fit into their correct grooves and as

the tiwbers were not in correct alignmount or of the correct

size this proved an extremoly difficult operation for the
contractors
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114, Wo wore informed that some of the Joints at ‘the Exhibit

40! 1evel were not passed as satisfactory despitc approval ty the ;ﬁz/ gn%

Department of Works of various changos of detail following experiments
carried out by the contractor to achieve a practicable method

of construction, The Department permitted the contractor to

gain more tolerance by enlarging the size of the grooves into .
which the timber comnectors were to fit., Permission was also

given to substitute a different type of conneetion so that thg
bolt holes could be drilled on the site in order to achiovo a dﬂegree
of toleranco that could not have been obtained under the original
design, We wore assured that during this time the Department o’
VWorits maintained a full-time surveillance of the project, at the
construction sites

1184 It was stated that in October 1969 the contr:‘s.étor Exhibit
claimed that it was impossible to build thc towers as designod 'because a;i';g?#}z
the arrangoments of joints allowed insufficient tolerance for spiit

ring and sheor plate connectors, He proposed an alternative -blank

plate connection drilled on site, provided that the Commonvealth

would recognisc the costs as a variation to the contract. Tho

contractor's proposal in rogard to costs was rojectod by the

Department of Works on the basis that it was his responsibility‘

to complete tho towers under the contract,

116, The witness ropresenting the Dopartmont of - Qs.l42 and
the Navy informod us that about 29 May 1969 his Department wrote 3
to the Departments of Works to ask whothor and when tho contra.q.i:

would be comploted, The Department of Works replied that the fgntmct
would probably be completed late in November 1969y In a subsequont
momorandum dated 7 October 1969 the Depaxtment of Works advised i':he
Department of the Navy that the anticipated completion date would bo
about mid~1970. On 24 October 1969 the Department of the Navy wrote

to tho Department of Works requosting that the foasibility of tlzo

project and the capability of the contractor be investigateds "‘l'he
reasons for this request wore sodd to be twofolds The question

of feasibility of the project was a design matter oand had arisen

from the fact that the timber was vwarping and twisting to an oxtont

)



that prevented the mating up of the jointse The othor matter
concorned the question of the ability of the contractor to implemont
that design,

117, The constructional and contractual difficulties
associated with the project were discussed in Adelaide hy
representatives of the Departmont of the Navy and the Department
of Works in December 1969, The general discussion at the meeting
was rolated to the fact that the contractor, under the torms of
the cwrunt contract, could not implement the design. Following the
meeting the Department of Works wrote to the Department of the Navy
on 10 December 1969, in the following termsi-
fFurther to my momorandum of
24 Novombor, 1969, I have now been advisod
of the discussions which todk place in
Adclaide on 3 Decomber,1960, between Messrs,

Brown and Fraser of your Department and tho
Director of Works and other officors of

the South Australion Branch of this Dopartment.

At those discussions, it was indicated

that completion of the towers is still
feasible, although still fraught with major
problems, but that there is little point

in endeavouring to hold the contractor to
the prosent contractusl arrangement, as this
would probably result mercly in liquidation
of the Compary and consequently failure to
advance progress of crection boyond that
already achicved.

It should be added that, although
this Department has maintained to date that
the design is practicable and that the
Commonwealth has no responsibility for the
costs involved in overcoming the problems
encounterod, the contractor does not accopt
this attitude and there is no certainty that
he would not achieve at least some dogree
of success in the event of a claim being
submitted to arbitration.

Furthermore, although the Company
carrying out this work is not a large
organisation, it is a well respected one
which has carried out succossfully numerous

Exhibit
127/3and
Qo2

Exhibit
127/4



45

contracts requiring a high degree of
engineering skill, Until recently, it
hos been most co-operative in its efforts
to honour its obligations under the contract
and to experiment at considerable expense
with possible solutionsto problems and,
although it has in recent weeks disployed
congiderable reluctance to press on with
the work, it seems very clear that its
attitude is due to heavy financial losses
incurred on the contract,

It was agreed at the discussions that
this Deportment would investigates=

1s the likely cost of terminating
the prosent contract on the
basis of an agreement with the
contractor that ho would entor
into a frosh contract, on'a
mutually acceptable basis, for
completing the work.

2+ the probable cost of terminating
the prosent contract at an
appropriate stage without any
arrangements for completions
This assumes that the inmediate
necd for the towers may not warrant
subatantially more expenditure
on them and that your Department
will cxplore alternative means
of providing for your testing
nceds in the future, if or when
requirements warrant it.

With rogerd to (1), it is very difficult
to give a reliable estimate prior to resolution
of a mutually acceptable contractual arrangement
for completion of the work, but it is considored
that the cost might bo $50,000 to $100,000
above the current contract amount, No prospect
can be seen of completing the project on this
basis before the ond of September,1970. As for
(2)y it is doubtful whother the cost would be
materially less than the cwrrent value of the
contract,

In any consideration of costs, it must
also be borne in mind that the nature of
construction of the towers must result in
quitc substantiol annusl maintenance costse



Tho contractor is making virtually no
progress on site at present and is unlikely
to resume operations until after mid-January,
when the annual close-down of the building
industry ecnds.

It is ossentiol that decisions in
regard to the future of this project be made
by that time and it would threrofore be
appreciated if your Department could examine
your needs in the light of the cost and time
factors referred to above and advise me as
urgently as possible of youwr views about
proceeding with the project.h

118, In a memorandum dated 28 January 1970 the Depart~

Exhibit
127/3

ment of the Navy oxpressed concern at tho proposals made by the Depurb-an 4 Quh8

ment of Works and sought further advice regarding the completion of
the projocte It suggested an inspection by the Chairman of the
Technical Works Committee; Defence Business Board and a represuntative
of the Dapagtment of tho Navys A meeting was held on 25 February
1970 in Adelaide, both in the office of the Department of Works and
loter at the sitey, The Navy Technical Adviser to the Defence
Business Boord and a representative of the Department of the Navy
wore present at these mectings. Both submitted independent reports.
The rcports indicated that the then current design could not be
implemented by any contractor and recommended that alternative means
of meeting the test requirements should be investigated.

119, The witness ropresenting the Department of Works
statod thot from the point of viow of his Department,the inspection
held at the site cn 25 February 1970 had revealed "“fairly complete
agreementtwith the representatives of the Department of the Navy
that the condition of the timbers on site had doteriorated to such
an extent that completion of the towers was virtually impossibloe It
had been ogreed that it was unroasonable to expect the contractor to
complete the contract within the financial limits of the prosent
contract and that alternative mothods of meeting the Department of
the Navy's testing nocds should be explored, This was confirmed

Ech;bit
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in a momorandum to tho Department of the Navy in March 1970 vhen
representations were made regarding the need for urgent decisicn
and action. It was alsc advised that the contractor had put
forwardy in a letter dated 24 February 1970, proposals colling for
increasing quantities of metal in the timber structures, The
letber from the contractor included the following paragraph:

. 456
"Careful examination of the erection %0 axstd'
difficulties on the above contract leads Commi.ttee

us to believe that it will be essential to File 1970/9
rodify the field connections at present being
useds The unforcsean problems and unknowns
have bacome so extensive that we cannot
satisfactorily estimate the costs necessory
for completion of thestructures, In order
to complote the structurc we suggest that

a new type of ficld joint should be provided,
using stecl gussct plates with single pin
connectors on cach of the 6 legs and 3 centrol
intersections at the 80,120 and 185-ft levelss
Sectione could then be lifted in coumplote

and the 9 ping at cneh level driven hone to
complete the ficld jointinge The cosé of
completing the structure and the romainder

of the contract upon this basis is $166,726,"

120, Ve werc informed that the contractor did not Exhibit
provide any detailed information as to the quantity of stoel ;ﬁ?@u to
o, i 3

that would be invelved in his proposal. The witness ropresonting 458
the Department of Works informed us that a formal request was not

made to the contractor to obtain details but that discussions wore

held with him on the matter. The controctor proposcd to introduce

stecl gusscts at certain positions in the tower which would facilitate
their crection. A verbal description of the proposcls was obtained

and given to tho Departmont of Supply for examination ..

121, Investigation into the possible effect of Exhibit
incorporating some steel into the design in the form of suggested 127/3 and
gussets was initiated by tho Department of the Navy with the Departe W5**O% to 473
ment of Supply, but we wore informed that the problem was exceedingly

complex and involved refercnce to British authoritics in regard to

their experience with the particular tests concerned.



The witnoss representing the Dopartment of the Navy said that on

25 March 1970 his Department received advico from the Department of
Ylorks which included the following- "It is significant that complction
of the towers in accordanco with the original brief-with little or

no metal - is not now possible’. Tho witness indicated that in view
of this advice his Dopartmont could not instruct the Departmont of
Works on the matter without some knowledgoe of the amount of stool
required in the revised design., A roquest was therefore made to

the Department of Works for comments on this matter and, for
suggestions as to the extent to which the design brief ghould be
modified to enable tower structures of the size and disposition
envisoged to be constructed, In addition £t was indicated that thore
vias o suggestion from the Dopartment of Yorks that even with the
proposed design changes the towers may not prove to bo satisfactory
structures, This suggestion contributed to the reluctance on the
part of the Departmont of the Navy to instruct the Department of
Vorks to proceed with the proposed modificationse

122, ¥hen ow Inquiry occurrcd on 23% February 1971 Q8. 467,168,
the results of correspondonce with the British cuthoritios regaxrding 471 to 473 and
experience of the particular tests to be undortaken wore inconclusive,

Writton dnterimreports had boun received from the Weapons Rosearch

Establishment in South Austrolia but as these woro also inconclusivo

o decision could not be made on the matter. It was saidy howover,

that thooretical studies had been completedand trials wore boing

considered,

123 In Moy 1970 the Dopartmont. of the Navy was further

advised by the Department of Works that in ordor to complete tho towers Exhibit

it would be necossory for stecl gussot plates to be used and that 129/3
and Q.476

whilst structural adoquacy could be obfained by the use of sufficient
stecl durability was still likoly to bc pooxs Howover, in view of the
high cost of this projoct and the doubt as to whether it could be
reolly satisfactory, the Department of the Navy was advised that the
Depertment of Works proposed to investigato othor possible alternatives
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end suggested that a conference of all parties concorned should bo
convened to discuss tho proposalse

124, It was stated that at a mecting held in Molbouwrne Exhibit
on 24 June 1970, the Doportment of Works advised the Deportment 122/5
of the Navy that, during a recent inspection of the towers it had

beon assessed that furthor detoriorition of the timbers had occurred

and that it wos unlikely that the towers could be satisfactorily

completed cvon with the use of stecl gussct plotos. This vicw was

lator confirmed by the Department's Chief Structural Engincer who

voported that in his judgement it was no longer practicable to complete

the Port Wokefield towers to the cxisting dosign or to any

variation of that design which could reasonably be undertoken as o

variation to the current contract.

125, At the same meoting information wasgivem regarding Exhibit
the cost of possible nltornatives and the representntives of tho 127/3
Doportment of the Navy indicated that thoir Department intended gg se79 to
to continuo rosoarch and and experiments in conjunction with the
Weapons Reseoxch Estoblishment, with a viow to determining revised
requiromonts for the testing of ammunition at Port Weleficld., At
tho time of our Inquiry wo firm dotails of tho costs of possiblo
olternatives could be given,

126, It was statod that for most of the construction Exhibit
period of the project, the attitude of the Doportmont of Works was Q;%g o 488
that the contractor had ontercd into a contract to provide completed and Committoe
towers and that it was his responsibility to ovorcome the difficultics File 1970/9
encountered in oohicving satisfoctory joints at the various levels

of the towerse In lettors dated 18 Soptember,1969,21 Octobor,1969

and 2b February 1970 and in various unrccorded discussions during

this pe.iod the contractor had insisted that the design of tho

towers wos unsatisfnctorye The contractor gonsidered that

insufficient tolerance had beon provided in the type of joint

incorporated into the design to allow poasible construction to

be practicable, The witness ropresenting the Depaxtment of Worke
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indicated that in retrospect his Department would now egrec with the
contractor on this matter. The contractor also considered that he
should not be held wholly responsible for the costs hc had incurrede
These were substantinlly in excess of tho total contract amount

ag varied of $197,921.

o Terminntion of the contract

127, We were informed that further consideration was Exhibit
given by the Department of Works to its attitude on the question Q;2Z£g o
L)
of responsibility and discussions werc held with representatives 491 and
Committee

of theDeputy Crown Solicitor on contractunl aspects of the mattor, File 1970/9
We were informed that one mecting was held on 2 June 1970 when

the matter wae discussed extensively, Subsequently, o writton

opinion dated 28 September 1970 was received from the Deputy

Crown Solicitor confirming the opinions given at the meeting.

A full copy of the written opinion was submitted to us in confidence.

128, We werc informed by the Deportment of Works that

one of the questions considored by the Deputy Crown Solicitor

was whether it was"fundamentally impossible™to build the towers in

timber in accordence with the designe His view was that it was Exhibit
doubtful, but not certain, whether'"fundamental impossibility" 127/3
could bc proveds

129 Another aspect considered by the Deputy Crown Fxhibit
Solicitor was whether the contractor, having entered into a contract 127/3
for the ercction of the towers, could be held responsible for

completion, or cdlternatively for damnges, even though the design

was foulty and it was impossible for the towers to be constructed
strictly in accordonce with that designe The Deputy Crown Solicitor

had cemphasised that in such circumstances the contractor must be

allowed to introduce any logical changes to cnable him to produce

the two completed towers. Doubts as to liability must therefore

arise from the restrictions on the use of metal in the towers, a factor

of which the contractor was either unowarc or, at most could have

been only remotoly aware by inference at the time of tondering,

The subscquent innbility of the Commonwealth to give favourable

decisions on proposals involving the use of metal put forwerd by the
contractor to cnable the towers to be comploted and the delay
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in conveying decisions was considered to be frustrating the contractor
in the completion of his work.

130, Regarding the specific requirement that metal

above ground should be kept to a minimum and, if possible, dispensed Exhibit
with altogether, the Deputy Crown Solicitor expreassed the view 127/% end
that doubts as to liability must arise from the restrictions on the Q.42

use of metal in the towerse

13%, In this regard the witness representing the
Department of Works informed us that while the brief prepared by

the Department of the Navy had included the specific requirement

that metal above ground should be kept to a minimum and if poasible,
dispensed with entirely, the client had not requested that this Qs.492 to 497
requirement should be stressed in the contract document. As it

is not normal practice for such special requirements to be emphasised
in contracts, this requirement had not been made clear in the
contract document although it may have been evident to a person
already aware of the Department of the Navy's need, The requirement
had been taken into account in the designing of the structure

which was somewhat abnormal insofar as & greater amount of timber
was included than would usually be required in a structure of the
type concerned.

1324 The Deputy Crown Solicitor expressed the view Exhibit
129/3

that the contractor was solely responsible for the difficulties as i was

that the Department of Works could not persist in its attitude

far from certain that litigation on this point would support that
view, He considered that the case called for negotiation with the
contractor in order to obtain the best posuible settlement on

the basis of mutual release from the contract,
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133 Because of the opinion received from the Deputy Exhibit
Crown Solicitor and the Department of Works' kuowledge of the 27/3
situation at the site of the project, the conclusion was reached

that the project could not be completed under the existing contract

and the Department of the Navy was advised in a memorandum of

25 June 1970 that it would be in the best interests of the Commonwealth

to abandon the project in its present form and to terminate the

contract on the best possible terms. A deed of Mutusl Releass

was executsd on 10 September 1970, At the time of our Inquiry

the project was in abeyance pending completion of investigations Ef,‘g;;t
by the Department of the Navy into its revised requirement, and 498

134e In relation to the financial é.d;juatment we were Qo508
informed that on request the contractor submitted to the Department

of Works a statement of costs inourred on the project. Subsequently

two officers of the Department examined the books and claims of the
contractor and it was agreed that the statement of expenditure was
somewhat understated. It was agreed that the contractor would be

paid half of the amount of $94,000 outstanding. "An amount of

$48,500 was paid to the contractor, including an outstanding amount

of $1,500 which was due to him,

o Administrative Arrvangements
1350 Subsequent to our Inquiry we were informed in a letter Q504
dated 19 March 1971 from a witness of the Department of Works that for &”‘,"2‘;%,}3”
several years his Department has been pursuing an active policy
of becoming more closely associated.with client departments, particularly
during the very early stages of consideration and concept of works

proposalse

1364 In this regard the Department of Works has taken

the view that it is essential to the provision of an efficient and o504 end
Committee File

effective service to client departments for its key astaff to be 1970/9

involved with the client at the stage at which the nature of the
project to be undertsken is first under consideration. The Department
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of Works nleso considers it to be appropriate to undortoke with or for
the client department any of the basic feasibility studics requirod

to detormine the practicability, costycconomies and timewtoble for the

project or for some significant cloment of it and in effect to
produce o reasonably detailed brief from the client Department's
statement of ossontial operating requircments which tho project
must meets

137 It wos eaid that for sevoral yewars Departmont

of Works! personnel have becomec increasingly involved in that way
with a numbor of important cliont departments,including the
Department of the Navy,particularly for the larger or more intricate
worke where the conscquoncagarc great or where provious experience
of similar projects is eithor limited or does not exist. This
policy was sald to be reflected in a conference held on %0 November
1970 with the Permanent Head of the Department of Defonce and senior
executive officers of tho Service Deportments and the Deportment

of the Trecaswry. The notes of the conference record the followings

"MroReihor soid he wished to
make it clecar that he was completely
in agreement with the concept of the
presentation of Form pypq (a new bricfing
form being doveloped by the Defence
Dopertment) and that his department was
anxious to become associnted with the
developmont of works proposuls at tho
earliest possiblc stoge. The reguirce-
ments in Form DF1 required a higher
degrec of consultation betweon the
Works Dopartment and the client
dopartments and the Department of
Defence if the task were to be done
properly, and he proposed sctting
up within the head office of the
Department of Works a central integrated
planning point for defence whrks so as
to make available the maximum consultative
fneilities at the carliest practicable
stoge in project development'.

Q504 and
Committec File
1970/9
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1380 We were informed that a sccond important policy
being followed by the Dopartment of Works in providing a complete
ond efficient service to client depnrtments rolates to the

plenning and control of works within the Department of lorks itsclfs

139 It was stated that it 35 now a firm and continuing Q.504 ond
policy of the Department, in particular with the larger or more %%};tec File

complex works, but also applying to works genorally, to cnsure

that projects are planned and time-tabled in a comprchensive

and logical way, using the most modern planning techniques fyom
concept to completion of construction and hand-over, and to sec

that as far os is practicable all problems of significance and

the dcvelopment and execution of the work are identified beforc they
become critical and to ensurc that the appropriate skills are applied
to the resolution of the problems whother such skills are available
from within the Department or whether they nced to be sought
elsevhere,

1404 In order to execute this policy in an efficient
manner and in order to maintain a closc and continuing associntion
with client departments throughout the complete period of
development and construction of projects, the Director-General of
Works, with the concurrence and support of the Public Servicc Board
has appointed a number of Project Manngers to be responsible for
certain major and specialised workse The duties and responsibilities
of Project Managers have been defined broadly as followsi~

"The major responsibility of a Qo 404 and
Project Manager is to cnsure that the Committee
Sponsor Departrent rcceives an integrated File 1970/9
cfficient service on all aspects of
projects from the initial consultation
associatod with cstablishing the brief
and throughout the planning, design
and construction phases. He will censure
that there is an appropriate balance betweon
quolity time and cost. He will be the prime
point of contact with thoe sponsor Departmente®
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141, Rogarding procedurcs™itiin the Department of Qo504 and
Works, wo werc informed that in addition to the policies reforred ‘1’;%‘};“” File
to, the Department is concerncd af o1l times to see that appropriate

ekill and experience is available to resolve the problems it faces

and 1f this is not avnilable from the Department's own staff it is

sought and obtained from wherever it might be available. There

have been a number of important coses in recent times where

specinlsed skills have boen sought from the other departments of

the Commonwealth and State Govermment Organigatione and from spocialict
consultants in Australia and abroade The Dopartment of Vorks is

not impeded in any significant way in sceking and obtaining such

skills os are required,

142, We werc informed that in order to obtain the
latest information and techniques in the particular arcas of
technical skills where the Department omploys highly specialised
key stoff of its ownyit is departmental policy to send its officors
overseas ot appropriate and rcasonably frequont intervals so

that: they can become fully conversant with current practices and
expericnces, This policy has been offected on a numbor of occasions
in recent ycars.

143, Within the last three years formal works review Q.50% and
arrangements, beyond those already existing at the Contral Office g;%;tec File
of the Deportment, have been introduced into cach of the Department's

Regional Officos and these procedurcs, whereby proposals are extensively

scrutinised by expericnced personnel; are aimed ot avoiding serious

error in the devclopment or construction of the works undertaken

by Branch officose

1y, We were also informed in the letter of 19 Mareh 1971 Q.50k aond

s Committoe File
that with the policies, practices, and procedures now being 1970/9
followed and developed by the Department therc is for less possibility

of situntions similor to that reflected by the Port Vokeficld project
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recurring, He added the qualification, however, that mxh of the
work of the Department is highly complex and developmental in
character, If worldewide experience is any indication, there will
6till be occasions when difficulties of somo conssquence arise and
complete and adequate solutions will be difficult and costly to
find.

CONCLUSIONS

145, It appears to Your Committee from the evidence tendered
that the ammunition testing facility required by the Department of the
Navy at Port Wekefield was an unusual structure requiring that metal above
ground was to be kept to a minimm and, if possible, dispensed with
altogether, This specific requirement had evidently been emphasised

by the Department of the Navy from the outset,

M6, It also appears that when, in 1964 the Department of Works
was conducting its initiasl investigation into the facility required by the
Department of the Navy, it discovered reference material relating to the
building of & similar structure in the United States of America prior

to 1963, Also, when the Department was engaged in the preparation of the
design for the Australian project it was aware of another somewhat similar
timber tower installation located in Britain and constructed during World
War II, The evidence indicates, however, that it was not until as late

as 1970 that the Department of Works discovered that construction problems
had been encountered during the building of the American structure, Your
Committee believes that the Department of Works should have investigated
fully these structures during the planning and d-sign stages of the
Australian facility. Such an investigation might well have obviated

many of the problems that were later encounterede

%47, Much of the evidence tendered, particularly in relation

to timber and lamination problems and problems connected with the preservative
treatment of the timber selected suggests that the Department eof Works was
illequipped, at that time, to meet the problems that were encountered,



148, So far as administrative arrangements within the Department
of Works is concerned we note that for several years the Department has been
pursuing an active policy of becoming associated with client departments,
particularly during the early stages of consideration and concept of works
proposels. The Department also considers it appropriate to undertake with
or for the client department any of the basic feasibility studies required
to determine the practicability, cost, economies and time~table for the
project or for a significant element of it and, in effect, to produce

a reasonably detailed brief from the client department's statement

of essential operating requirements,

1490 We also note that it is now an established policy of the
Department to ensure that projects are planned and time-tabled in a
comprehensive and logical manner using the most modern planning techniques
from concept to completion of construction and handover and to ensure

that as far as practicable all problems of significance and the development
end execution of the work are identified before they become critical,

It appears also that within the past three years, formal work review arrange-
ments, beyond those already existing at the Central Office of the Department,
have been introduced into each of the Departmert's Regional Offices. These
procedures are aimed at avoiding serious error in the development or
construction of the works undertaken by branch offices,

1500 In view of the circumstances reflected by the Port
Wekefield Project Your Committee would commend the Department of Works for
the policies it is in the process of implementing, Some of these, however,
are of comparatively recent origin and we believe might well have been
introduced sooners
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Chapter 5
Australian Wool Board

157 At paragraph 203 of his Report for 196970 the Auditor—
General stated:

"A fire in the Botany compound on 30
September 1969 completely destroyed 9
stores and caused damage to other stores
belonging to the Boarde Tho buildings
were occupied by private firms for storage
purposes on tenancy bvases. Contents of
the stores, the property of the tenants
were also destroyed or damageds The
buildings were insured and at the date

of preparation of tiis Report a claim

by the Board for $553,854 was in course
of settlement, The claim included
amounts for removel of debris and loss

of rent, Consequences ot the fire in
relation to losses by tenants were
sub-judice when this report was prepared."

152, We were informed by the Australian Vool Board that the fire

had started at about noon on 30 September 1969 in Store No.207
and, in strong wind conditions,had spread to other stores in the
Botany compound. Nine separate buildings had been destroyed
completely and others damageds The following amounts, which had
been settled by the Board's Insurance Underwriters and eccepted
by the Board, represented a reasonable valuation for the assets

concerneds
§
Damaged Buildings 47,268
Total loss~9 stores 451,468
Removal of Debris 19,017
Loss of Rent 32,764
Tools and Egquipment 3337
Total 557,854
153o It was stated that altogether 268,660 sq.fte of storage

space had been lost, The bulldings concerned had been erected in
1941-42 for the storage of wool. They were of timber construction
with wooden floors and corrugated asbestos cement roofings As
certain claims against the Board arising from the fire had become
the subject of legal processes and were therefore sub-judice the

Exhibit
127/ 6
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Board supplied us in econfidence with information relating to the
alleged cause of the fire, Third Party claims that had been made
and the effects of possible judgments against the Board.

154, The Board explained in evidence that during the period

from 1941 to 1945 the Central Vool Committee had been faced with the

problem of storing an annual wool clip of about 3 million bales

until such time as world conditions would allow a resumption of

shipment overseas, It had been estimated that storage would have to be found
for approximately 8 million bales and, in due course, 407 stores were

eracted containing 13,106,000 6qefte of floor space, The stores

were built on the most convenient sites and with materials available

at that times Consequently they were not construected as long-life 127/ 5
buildingse In elaborating on this the witness indicated that a g;i:gt:z:
number of the stores had been clad with masonite, Others were clad File 1970/9
with fibrous ecement sheeting. MNost stores erected in northern areas

were clad with hardboard timbers. Asbestos cement roofs were applied

in all stores, A limited number had concrete floors but most stores

had timber floors ewvected either on timber sole plates or on concrete

beams, The atores had been built rapidly. The witness added that

if they were being built currently they would be constructed to a

design different from that employed at the time,

155, We were informed that control of the wool stores passed

from the Government to the Wool Bureau,later named the Australian Wool

Board, in 1953, In January 1954 the Bureau held 322 stores. Since Exhibit
that time, 47 stores have been sold, 18 have been lost by fire 127and Q522
ineluding the 9 destroyed at Botany in 1969, and 8 have been demolisheds *

At the same time 10 new stores have been constructeds As at June 1970

the Board owned 269 stores containing 8,795,875 Sq.ft. of floor space

with an additional 448,000 sq.fts undor construction. It waselaimed

that the Board is the usajor provid?‘ of bulk storage space in Australia,

1564 The objects and powers of the Board relating to wool stores gmypinit
are set out in Part V of the Wool Industry Act. We were informed that,127 / 5
and Q84523

broadly, these powers have been interpreted to mean that the Board to 534
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should take the maximum commercial advantage from its ownerehip of the
stores subject to the rights of the Crovn to have stores revested

in it in the event of a national emergency and for its use for defence
purposese In relation to ownership of the stores it was stated

that the titles to the land on which the stores are located are

held in the strongroom at the office of the Australian Wool Board
which 15 located in a gprinkiered buildings The Board has not
considered it necessary to arrange for the titles to be lodged

for safe custody with a bank,

157, It was claimed that the Board has recognised the possible

need to reserve space for the requirements of a Marketing Plan and Miu;
therefore must ensure that a reasonable proportion of space is held and Q,536
under short tenancy in each State, The Vool Marketing Committee of

the Wopl Board had ruled that sufficient space should be retained

to handle 20 por cent of the Australian wool ¢lip and the Board

had largely complied with this requivement,

158, The Wool Industry Act states that it is the function of

the Board to manage,control and maintain the stores. We were informed

that it is basic policy on the part of the Board to perpetuate the 12?‘;1";*'
organisation by mainteining in good condition and protecting the

stores and compounds, by efficient maintonance,adequate inswrance

and fire protection programmes,.

159, In relation to maintenance it was stated that the

programme is divided into two parts, OCurrent or normal maintenanse is
performed by the Board's62 maintenance staff, Long-term or preventive QBe539,540
maintenance, which includes the recladding of stores with fire and 547
resis! ent material,provision of ventilation, lighting and roadways is
undertaken when the Board finde it possible to allocate finaneial

resources for that purpose, Over the past three years preventive

maintenance expenditurc has been incurred on about 3 million square

feet of store spaces The witness added that, apart from the need

to observe priorities,preventive maintenance ig controlled mainly

by a limitation of available funds,
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160 In regard to fire protection programmesit was stated that

the Board conforms to the requircments on sprinkler systems and hydrants

laid down by the Underwriters Association, In additionytraining is

provided for the Board's staff in fire protection and a watching Ib:hi}it
orki 27/ 5
system is employed beyond normal working hours, Where the Board and Qo541 to

has found it possible and has had funde available, it has installed 546 and 555

sprinkler systems in ite storess It proposed that two new complexes
each of about 250,000 sq.ft. and under construction late in 1970
will have sprinkler systems installeds Information submitted by

the Board subsequent to our inquiry in February 1971, showed that
sprinkler systems have been installed in only 14 of the Board's

269 storess We were informed that the provision of sprinkler
systems in all stores would be a substantial problem and the

costs of such a proposal would exceed $4 million, ALl store
compounds however, are provided with fire hydrants.

161, In elaborating on its fire protection programme the

Board informed us that following its establishment in 1962, progressive

steps were taken to meke staff awarc of the dangers and the care
necessary to support existing fire protection devices which comprise
fire hydrants and hoses, fire extinguishers and watching services,
At yearly conferencos of State Managers discussions have taken

place on available fire protection programmes and the administration
hag endeavoured to have its staff attend safety training courses
and lectures in firc protection. Fire drills have been arrangede

1624 The Wool Board received a report outlining a programme
for plamning and development of wool stores and this was approved at
the Board Meeting held on 2 May 1969. Among other things the
following matter was adopted at that meeting ¢

"Fire Protection

Our view remains that the stores, in their
present condition,present a high fire risk.

Q4548 and
Conmittce File

1970/9

Qnska and
Committee File

1970/9

Conflagrations could be serious when spread of

fire in extrdme conditions could destroy a
group of stores. It is, however, not feasible
to give existing stores the full protection
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of sprinkler systoms owing to the

high capital costy but we will continuc

to instal sprinklers in new buildingse

Our objective is therefore to take the

maximum precautions,viz:
(a) Organise efficient fire watching mervieses
(b} Police regulations regarding the storage

of hazardous merchandisc,

(c) Arrange frequent fire drill

In planning the five year programme we have worked on
the following essentialsto provide at lcast a half
hour fire rating:

(a) Finally reclad all storce and doors with
fire vesistant materials such as Hardiflex,
Wundaflex and irone

(b) Replace fixod side windows with steel
framed pivot windows.

(¢) Instal thermal alerm systems which, for
the protection provided, are the most
econorical and efficientV.

163, Under the Wool Industry Act the Wool Board has power, with

the consent of the Minister, to acquirc, build,demolish or sell land

and wool stores. We were informed that wherce vacant land exists or  Exhibit
sites are left vacant by fire or where it has become uneconomic to 12Q7. §5
spend further money on restoration, the Board will comsider projects
involving the building of new stores with roads and loading arcas

to meet the needs of industrys The Board gives preferensc of occupation
to the Wool Industry provided tenants meet the Board's normal

conditions of occupation. No concessionsyhowever, arc granted in

rospect of rentals for the Wool Industry as the Board is engaged in

a commexrcial operations

164 Ve were informed that the Minister has approved the granting

of leases at the discretion of the Vool Board up to a period of three

years, Longer term leases requirc the approval of the Ministor. It Exhivit

was statod that the Board has authorised tho Managing Direstor to 127%{ 5558 to 560
approve leases up to three yoars duration but that details are and Committee
reported Yo the Board for confirmation, The relevant dolegation File 1970/9
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was conferred on the Managing Director by Resolution of the Board

on 22 June 1967 in the following terms,
"That the Board delegate to the Managing
Director power to approve routine leases
for wool stores, provided a list of such
leascs is submitted to the Board at ecach
Meeting; in cases where a ochange in policy,
such as a long term lease, or a change in
rental charges, is involved, the matter to
be submitted to the Board before approal
is given',

165, We were informed that, in consultation with its solicitors,

the Wool Board had revised its lease and tenancy agrecments in 1970.

The reviscd agroements contain specific provision to ensurc that

the lessec will be solely liable for any loss, 1liability,claim Exhibit
or logal proeseding arising out of any ovent which may occur on the 127 /
premises end which might mske void any insurance policy cffected by and Q'E 61
the Boards, A copy of a previous leasc agrecement and a rovised

standard form of lease agreement for wool stores was tendered by

the Boards

1664 The witness informed us that the Board's leasc documents

had been examined by the Deputy Crown Solicitor about four or five Exhibit
years previously. By 1970 the Board hed folt that a further review 12;711{‘ 35.561
was necded and in this it was influenced partly by the fire that to 563

had occurred at Botany in 1969,

167 The Wool Industry Act provides that the Board shall, to
the satisfaction of the Minister, insurc and keep insurcd its
property and rights in and in rospect of its buildings, We were
informed that in terms of this requirement the Board insures all 0 /5
storss against damage or destruction by fire,flood,storm or tempest. Qs.564% to

Exhibit

As at 30 June 1970 the insured value of the buildings stood at Cgfgli:g:e
$14, 744,521 compared with a book value of $3,635,027. File 1970/9

168, The Board also informed us that it had recently negotiated
an increase in its third party cover from $500,000 to $5,000,000, It
was explained that early in 1966 a Sub~Committee of the Board had:
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becn established to examine various aspeets of the wool stores

adninistration and policy, At that time the Public Risk Inswwnco yaoor s
amounted to $100,000, With the support of a recommendation from QB568 to 570
the Board's insurance brokers, the Sub~-Committee recommonded and ;’;ld es;;m;j;tee
the Board approved, an inerease in this cover to $500,000, This

level was inereased to $1 million on 17 December 196g; $1.5 million

on 21 January 1970 and $5 million on 15 Scptember 1970, The last

mentioned inercase had been prompted by the fire at Botany in 1969,

169, In relation to the future development of the wool

stores we were informed that prior to 1969 the Vool Board had operated
on a five year improvement programme by the allocation of revenue

to reserves for rebuilding and preventive maintenanee work, By
March 1969 it had become clear that the Board would be unable to
generate its own reserves to an extent sufficient to modernise its
stores, protect them from fire and meet the requirements of the
Viool Industry Aet regarding storage .capacity, The Board thercfore

Exhibit
commenced plans to borrow funds for this purpose. In April 1970 127/ 5
it submitted a document to the Australian Wool Industry Conforcnce Q;;g” to

with a recommendation that an approach be made to the Government

for power to borrow for this purposce The document included a

programme for the expenditure of $12 million over a period of

five yearse The Act was amended in June 1970 to include the power

for the Board to borrows Subsequently the Wool Board submitted a request that
the Government guarantee the loan to facilitate loan raising. As at

23 February 1971, when our public inquiry took place, the Government

had not informed the Board of the terms on which it may be able to

borrow although it had approved the proposal to borrow funds for the
redevilopment of the wool stores.

1704 It was stated that the redcvelopment programme entails
the replacement of existing column spacings in the stores with wider Fhinit
spans to take advantage of modern requirements; the laying of concrete 129/ 5
floors to meet the demands of containerisation and mechanical handlings

the replacement of oxternal wall cladding with fire-rated material

and, with the double object of inecreasing rentals and reducing fire

insurance premiums, the installation of sprinkler systomse



CONCLUSIONS 5=

171, The cvidonce shows that almost all of the stores
owned by the ¥ool Board, including those destroyed or damaged by the
fire at Botany in Soptomber 1969, wore constructed onrly in World

Vior II to moet wartime wool storagoe nceds, The storos had been built
on tho most convenicnt sites and with materials available at the time,
Some of them worc c¢lad with masonite and othors with fibro-cemont
shocting. Some stores had concrete floors but most had timbor floors,
None of the stores wero rcgarded as long-1ifc buildings whon they
wepe constructed and it appoars from the ovidence that their design
is not approprinte for their present purposese

1724 Initially the stores were the property of the Commonwealth
but they were tronsforred to the control of the Yool Burcaw in 1954 and to
the control of the Australian Wool Board in 1962,

173 The evidonce shows clearly that tho wool stores,

as constructed, reprosent a high fire risk and this fact was recognised
by theAustralinn Wool Board following its creation in 1962, At that
stage progressive stops werc token to moke the Vool Board's staff aware
of the denmgers and the carc nocossary to support oxisting fire protoction
devices. Howevor, for financial reasons it was not until 1969, that the
Bonrd was able to dovelop an adequate plan for the redovelopment of the
storesy including the installation of sprinklor and thermal fire clarm
systomss As almost all of the stores had boen constructed about twonty-
years prior to the croation of the Australian Wool Board, Your Committec
belicves that eppropriate action to provide adequate fire protoction
facilitios and to redevelop the stores so as to minimise the risk of
fire, should have been takon by the responsible authorities ns soon

as it became apparent that the stores would be required to meet long
term post-war necdses VWhile we arc sympathetic regording the problems
inherited by the Wool Buard, wo also beliove that, from its carly
appreciation of the fire risks involved, the Board should have regarded
the lorge-scole rodoevolopment of the stores as a matter of considerable
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urgency. As matters stand at prescnt it appears that the plons
doveloped by the Board as late as 1969 will not be implemented
fully before 1975, Your Committee regards tho Board’s cuxrent
redevelopment plan as o matter requiring the most uwrgent attention
porticularly in viow of the high fire rle: presented by the nature
of the storos and the fact that only fouwrtcon of tho two hundred
and sixty~nine stores arc equipped with sprinklor systems. Only
twenty-two of them have thermal fire olarm systems,

174 Your Committce notes that arising partly from the
consequences of the firce at Botany in 1969 the Australian Wool Board
revised its lease and tonancy agreements in 1970 to cnsure that the
lessees will bo solely liecble for any loss, liability,olaim or

legal procceding arising from any event which may occur on the premises
and which mightmake void any insurance policy effectod by the Board,
These leases had been revicwed by the Depuby Crown Solicitor some £ive
years previously. As nine stores had boon lost by fire prior to the
fire at Botany and as the Wool Board has been woll awore since 1962

of the firc risks involved with the stores, Your Committec believes
that the leasc and tenanoy agrecments should have boen appropriately
omendod many yeors carlier,

1754 Your Committec also notes that prior to 1966,

third party insurance cover amounted to $100,000, This was increased
to $500,000 in that years It was fupther increased to $1 million

in Docomber 1969$1,5 mi™lion in Jamuary 1970 and $5 mi.lion in September
1970, The last montioned incroase arose from the Board's experience
of the fire at Botany in Scptomber 1969 In view of the Board's stated
policy that it should tako tho moximum commoreial advantego from its
ownorship of the storcs, subjoct to the rights of thoCrown. Your Committoe
believes that the third perty insurance cover should have been oxamined
and adjusted prior to 1966, It also appears from the substantisl
variations that have been made to that cover subsequent to that yoar
that the extont of third party insurance cover should be kopt under
regulor and frequent survoillance,



Chapter 6
The Responsibilities of the Auditor-General

1764 In paragraph 318 of his Report the Auditor-General stated
that during 1969«70 he was required to examine and report on the accounts
and records of the Parliament, 27 depariments and 123 Commonwealth Statutory
authorities, Commonwealth-owned companies, banks,universities and other
bodiess The majority of statutory authorities also submit separate reports
to the Parliament or other legislative bodies., Forty-six such reporte,
incorporating the Report or certificate of the Auditor~General relating to
the financial and accounting aspects of their respective responsibilities
are tabled in the Parliament and six reports are tabled in the Northern
Territory Legislative Council,

177 Additionally, as provided by the Papua and New Guinea Act
1949~1968, the Auditor-General is required to audit the accounts of the
Administration of the Territory of Papua and New Guinea and to furnish

a report upon the Administrator's Statement of Receipts and Expenditure

of the Public Account of the Territorys A copy of his Report is tabled

in the House of Assembly. Also, by virtue of various statutory requirements
or by arrangement, the accounts, records and financial statemsnts of 20
statutory authorities in the Territory, including the Papua end New Guinea
Dovelopment Bank are subject to audit examination and report. The
Auditor-General's reports in respect of 11 of these are included in reports
tabled in the House of Assembly of the Territory,

178, The Auditor~General stated that under recent Commonwealth
legislation promulgated in respect of the Postmaster-General's Department,
the Commonwealth Scientific and Industrial Research Organisation and the
VWar Service Homes Division, he is now required to report to the responsible
Minister on the statements reflecting the financial transactions of those
activities, Such reports are tabled in the Parliament and are included

in the number of 46 referred to in paragraph 176

17% New Audit responsibilities to be assumed im 1970-71 include
Qantas Wentworth Holdings Limited and its subsidiary companies,
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Anglo~iustralian Telescope, Institute of Marine Science,Australian Film
Development Corporation,Snowy Mountains EngineeringCorporation,Australian
Industry Development Corporation, new categories of expenditure included
in Appropriation Acts and a number of other new activities which were under
consideration when the Auditor-Genersl transmitted his Report for 1969-~70
to the Parliament,

180, The Auditor-General indicated that during the past 10

years, the accounts and records of 3 new Departments of State and 44 new
statutory bodies have come within the ambit of his audits within Australia,
the Northern Territory and the Territory of Papua and New Guinea, In
addition, 53 departmental overseas posts have been created and 42 departmental
branch or regional offices have been established in Australian Capital cities
and country arems. Moreover, the number of banks subject to his investigations
under the provisions of the Banking fict has increased from 20 to 25 &nd

there has been a substantial expansion of the number of branches and business
of the Commonwealth Banks throughout Australia. The initial audit of

the Papua and New Guinea Development Bank was commenced in 1967,

181, The Auditor-General's Report also shows that, apart from the
increase in the number of Commonwealth and Territorial activities that has
occurred, there has been a significant inecrcase in the volume of business
transacted by departments and authorities. The total receipts of the
Consolidated Revenue Fund, the Trust Fund and the Loan Fund increased from
$5,243,735,000 in 1959-60 to $12,591,162,000 in 1969-70 while expenditure

from these 3 Funds (including refunds of revenue)increased from $5,328,999,000 teo
$12,007,124,000,  Commonsurate with the growth in activities and the

volume of business transacted, the staff of departments increased by about

2k per cent from 162,903 as at 30 June 1959 to 218,795 as at 30 June 1970

182, During the 10 year period substantial increases also
occurred in the volume and value of transactions of statutory authorities.
Receipts and expenditure of such authorities (including activities in
Papua and New Guinea) increased from about $76k,103%,000 and $686, 147,000
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respectively in 1958-59 to $2,349,520,000 and §2,167,799,000 in 1968-69.
At the same time the staffs employed hy the authorities etc subject to
audit in Australia increased by 66 per cent from about 44,000 as at
30 June 1959 to 73,000 as at 20 June 1969,

183, During the same period data processing by electromic
compubers was introduced in Commonwealth departments and authorities, 131
computers were installed as at 30 June 1970, Of these, 76 werc used on
commercial applications.

184, The Auditor-General stated that notwithstanding the greatly
increased workload demonstrated in some measure by the preceding statistical
comparisons he has been able to contain the necessary growth in his approved
staff establishment to 58 positions over the 10-year period concernede

This has been achieved for the most part by refinement of auditing techniquas,
together with appropriate use of his discretionary authority to dispense

with detailed audits under the provisions of sections 45A snd 45B of the Audit
Acte

1850 In view of the growth in the volume,variety and complexity
of the audit function over the 10 years to 1969-70 we have examined the

Reports of the Auditor-General over that period in relation to the adequacy
of audit staff and organisation to i.ploment the expanded mudit programme,

1860 In his Report for 1959-~60 the then retiring Auditor-General
MreHeColNewman,CsBoEsy stated that during that year, many experienced
officers were lost to Audit by promotions to other departments. This
followed the pattern of previous yearse He added that it was, unfortunately,
only too apparent that the Audit Office was, in fact, a training ground

for officers aspiring to higher classified positions in other branches

of the Public Service.

187, In his Report for 1960-61 the newly-appointed Auditor-
General, Mr. V.J.W. Skermer,C.B.E., also veferred to audit staff losses,
He stated that these losses, which had been occurring for some years,
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continued during 1960-61,undiminished in both rate and severity. He added
that while they had occurred in seversd Branches, the losses had been

felt particularly in the Central Administration of his officec and in the
Australian Capital Territory Branch., In the latter office there had been
almost a complete replacement of inspectorial staff during the five years
ended 30 June 1961, The Auditor~General expressed serious concern at the
waste to the Audit Office of training in auditing objectives and proowdures
which ensues from these losses; by their impact on the maintenance of the
Audit programme; and of the increasingly heavy responsibilities which they
impose on the senior staff,

188, In each Report from 1961-62 to 1969-70 inclusive, the
Auditor-General has continued to report the loss through promotiongretirement
and resignation of experienced audit personncl.

189 During 196162 the Public Service Board established a
Central Classification Committee to review the reclassification of positions
of Audit Inspectors and Senior Audit Inspectors. In 1962-63,consequent
upon the receipt of that Committee's Report the Board agreed to approve
re~classifications of all grades of Audit Inspectors end Senior Audit
Inspectors.

190, Also during 1962-63 the Public Service Board approved the
tentative creation of a new Division on the Central Administration of the
Auditor-General's Office for the purpose of Audit functions relating to
electronic data processing. It was planned that this division,comprising
an Assistant Chief Inepector and 4 Senior Audit Inspectors would receive
special training in the use of the various types of equipmont being
installed by departments and authorities. They would thus be available
to assist with the formulation and recommendation of Audit policy, to
develop associated audit programmes and techniques, to train auditors in
the use of such equipment and generally to co-operate with and render
assistance to departments conducting feasibility studies relating to the
introduction of electronic data processing
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191, During 1963-64% the Public Service Board completed its review
of the Auditor-Generalls recommendations for re-organisation and re-
clagsification of the Central Office establishment, The Auditor-General
reported that, as a result, an &ll round strengthening of the organisation
had been effected, particularly at top level,where the positions of Secretary
and Chief Inspector and Assistant Secretary and Chief Inspector were
replaced by the more highly classified positions of Deputy Auditor-General
and two Assistant Auditors-General. In 1966 this organisation was varied

to provide for two positions of First Assistant Auditor-General and one of
Assistant Auditor-General.

1920 With the approval of the Public Service Board, a Cadet

Auditor scheme was introduced in January 1967 to assist in obtaining
continuity of availability of qualified and trained staff, in order to
maintain the staff establishment at a level which would enable the satisfactory
discharge of the responsibilitics of the Auditor-Gemeral., Cadet Auditors,

on appointment, are required to undertake an appropriate full-time course

of studies at a university or technicel education institution, These

courses are followed by a period of special instruction and practical training
in the Auditor~Ceneral's Officc. On successful completion of their cadetships
the officers concerned arc promoted as Assistant Audit Inspectors.

1930 In 1967-68 an Audit investigation was completed relating
to the desirability of revising oporational procedures and organisational
arrangements to keep pace with developments and growth in the work and
responsibilities of the Auditor-General. To ensure continuing efficiency,
it was proposed that the Central Office in Canberra should be re~organised
into a number of functional directorates each responsible for the planning,
direction and evaluation « £ the audits of a group of departments and
authoritiess Agreement was reached with the Public Service Board on
certain establishment changes which were to be introduced progressivelyes
It was expected that these changes, which were regarded as of fundamental
importence to the Auditor-General's Office, could be introduced without
a significant staff increase., In his Report for 1969=70 the Auditor-General
indicated that the results of the Directorate operations had proved
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satisfactory and the next phase of the re~organisation involving a review
of Branch operations,had commenced,

154, In his Report for 1969-70 the Auditor~General shated that
during the 10 year period ended 30 June 1970 the services of 221 gqualified
key-type officers of Audit Inspector Grade 7 or higher had boen lost

to his Office, He indicated that the losses of Audit staff over the years
have becn met,y often with difficulty and delay, by reeruitment of qualified
officers from within and outside the Public Service and in the two years
1968-69 and 1969~70 from the outturn of the Cadet Auditor Schome, 27
graduates of this scheme were cmployed in positions of Audit Inspector
Grade 1 or higher bty 30 June 1970, Thc Auditor-General added that
continuous losses of the magnitude mentioned not only seriously disrupt
and delay application of the audit programme but inhibit the devolopment
and maintenance of the expertisc and experience which is so necossary

for the discharge of his statutory responsibilitiess

CONCLUSIONS

195« Your Committce notes the substantial growth that has
occurred in the volume, variety and complexity of the Audit function over
the past ten ycars and the continuing action taken by the Auditor-General
in relation to organisation and staffing in an endeavour to meet thesc
developments effectively. It appears that, due mainly to the introduction
of refined auditing techniques together with the use by the Auditor-General
of his discrctionary authority to dispense with detailed audits under the
provisions of the Audit Act, this growth pattern has been associated with
an increase of only 58 positions on the staff estsblishment of the Auditor-
General's office over the periode

1964 While recording its approciation of this achievement, Your
Committee also notes that, notwithstanding assistance provided by the

Public Service Board and organisational changes made to the staff structure

of theAuditor-General®s Office, the past ten years have also been characterised
by a significant loss of trained and expcerienced audit staff, This has
resulted in difficulties in relation to the maintenance of auditing objectives
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and procedures and the effective prosecution of the audit programmes

1970 We believe that the importance of the Audit function in
the interests of the Parliament, the administration of the Government

and the effective operation of Your Committee under the Public Accounts
Committee Act cannot be overemphasised, Having regard to the experiences
of the Auditor-General over the past ten years and the fact that further
expansion in the scope and complexity of the Audit function is evidently
in prospect, Your Committee believes that the resources available to the
Auditor~General must be maintained af a level and quality which will
enable that function to be discharged adequately and confidently.

198, Your Committee has been disturbed for some time by the
fact that the status of the Auditor-General is currently below that of
a number of First Division Officers of the Commonwealth Fublic Services
Your Committee believes that, in view of the importance of the Audit
function and its continuing growth and complexity, this situation places
the Auditor-General at an organisational disadvanatage in the exercise
of his onerous responsibilities. Accordingly, we believe that, as a
matter of wrinciple, the atatus of the Auditor-General should he
reviewed,

For and on behalf of the Committees.

d;h(xaz;ol Hlrd ?;;k:~/~l §;;>£>Q)-JL"’;

DAVID N. REID DON DOBIE
Secretary, Chairman
Parliament House,

Canberra.

7 April, 1971
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Appendix No,1

Tl

Department of Social Services
Summary of Cheque Issues - Lithgow Regional Office
April 1962 - April 1969

Tnternal Audit Value of No. of chirques No. cheques | Value
Periods Paynents Issued (where negotiated of
Made known) fraudulently Fraucu,ens
Chrgues
3 3
20/ 4/v2 - 22/ 7/62 47,814.39 2 £0
23/ 7/62 - 26/16/62| 125,094.27 5 143
27/10/62 - 18/ 1/63 79,734.91
19/ 1/63 -~ 26/ 4/63 101,564.52 24
27/ 4/63 - 16/ 8/63] 102,366.62 3 104
17/ 8/63 - 20/12/63 100,964,85
21/12/63 - 17/ 6/64| 131,950.69
18/ 6/64 ~ 29/ 8/64 43,625,110
30/ 8/64 - 15/11/64 50,082.56 136
16/11/64 - 26/ 3/65 69,571.39 7 187
27/ 3/65 = 7/ 5/65 20,237.19
8/ 5/65 ~ 27/ 9/65 82,600,75
28/ 9/65 - 3/ 1/66 56,313,84 5 170
4/ 1/66 = 20/ 5/66 83,940,35 14 352
21/ 5/66 - 19/ 9/66| 78,971.60 17 379
20/ 9/66 - 3/ 1/67 63,534,83 6 132
4/ 1/67 -~ 25/ 4/67 66,804.99 6,432 37 699
26/ 4/67 -~ 4/ 8/67 58,805,84 6,598 61 1,140
5/ 8/67 ~ 3/11/67 67,717.30 5,530 54 1,020
6/11/67 - 1/ 3/68 1 74,485.67 7,576 70 1,322
4/ 3/68 - 14/ 6/68 55,896.37 5,716 107 2,022
15/ 6/68 -~ 13/ 9/68 54,889.68 5,642 97 1,832
16/ 9/68 - 24/12/68 50,695.15 4,807 89 1,682
30/12/68 - 3/ 4/69 53,917.83 4,449 30 568
,721,580.69 616 12,190

Source: DUepartment of Social Services
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JOINT COMMITTEE OF PUBLIC ACCOUNTS
ONE HUNDRED AND TWENTY.SEVENTH REPORT
STATEMENT BY SYNATOR DAME IVY WEDGHOOD

THE ONE HUNDRED AND TWENTY»SEVENTH REPORT RELATES TO THE REPORT
OF THE AUDITOR~GENERAL FOR THE FINANCIAL YEAR 196970,

YOUR COMMITTEE WOULD CONGRATULATE THE AUDITOR~GENERAL AND HIS STAFF
FOR THXIR SULTAINED EFFORT OVER MANY YEARS TO PRESENT THE REPORT TC PARLIAMENT
DURING AUGUST. THE TABLING OF THE REPORT AT THAT TIME EACH YEAR HAS ASSISTED
YOUR COMMITTEE GREATLY IN THXS VERY IMPORTANT AREA OF ITS WORK,

THE MATTERS EXAMINED PUBLICLY IN THIS INQUIRY RELATED TO FIRES
THAT OCCURRED IN 1969 AT THE LYNEHAM PRIMARY SCHOOL IN CANBERRA AND AT THE
WOOL STORES AT BOTANY,MEW SOUTH WALES3 A FRAUD PERPETRATED IN THE LITHGOW OFFICE
OF THL DEPARTMENT OF SOCIAL SERVICES AND THE CONSTRUCTIOR OF TOWERS AND ANCILLARY
WORKS FOR THE DEPARTMENT OF THE NAVY AT PORT WAKEFIELD, SOUTH AUSTRALIA.

THE EVIDENCE RELATING TO THE FIRE AT ‘THE LYNEHAM PRIMARY SCHOOL
SHOWS A STRONG NEZD FOR THE PROBLEM OF CLASSIFICATION OF ALL SCHOOLS IN THE
AUSTRALIAN CAPYTAL TERRITORY AS SPECIAL PURPOSE BUILDINGS TO BE RESOLVED
WITHOUT DELAY BY THE DEPARTMENT OF THE INTERIOR IN CONSULPATION WITH THE
DEPARTMENT OF THE TREASURY AND THE DEPARTMENT OF EDUCATION AND SCIENCE,
WE ALSO BELIEVE THAT, IN ACCORDANCE WITH THE REQUIREMENTS OF TREASURY DIRECTION
32/53, THE DEPARTMENT OF THE INTERIOR HAS BEZN IN ERROR IN FAILING TO MAINTAIN
APPROPRIATE DETAILS RELATING TO THESE SCHOOLS ON ITS ASSETS RIGISTER, WHILE
IT IS CLEAR THAT THERMAL FIRE ALARM SYSTEMS ARE CURRENTLY BEING INSTALLED
IN PRIMARY SCHOOLS IN THE TERRITORY WE BELIEVE THAT THIS ACTION COULD WELL
HAVE BEEN TAKEN SOONER. WE ALSO BELIEVE THAT, AS A MATTER OF URGENCY, THE
DIPARTMENT OF EDUCATION AND SCIENCE MUST CONTINUE TO PURSUE ITS INVESTIGATIONS
INTO BURGLAR ALARM SYSTEMS FOR ALL GOVERNMENT. OWNED SCHOOLS IN THE TERRITORY,.



THE EVIDENCE TAKEN IN RELATION TO THE FIRE AT THE VOOL STORES
AT BOTANY SHOWS THAT THE STORES, WHICH WERE BUILT EARLY IN VORLD VAR II
T0 MEE? WARTIME NEEDS CONSTITULE A HIGH FIRE DAMGER, YOUR COMMITTEE BELIEVES
THAT APPROPRIATE ACTION T0 PROVIDE ADEQUATE FIRE PROTECTION AND TO REDEVELOP

THE STORES IN LINE WITH CURRENT NEEDS SHOULD HAVE BEEN TAKEN BY THE RECPONGIBLE

AUTHORITIES AS SOCN AS IT BECAME APPARENT THAT THE STORES WOULD BE REQUIRED
TO MEET LONG TE POSTwIVAR NEEDS. YOUR COMMITTEE ALSO BELIEVES THAT IN VI
OF THE FIRE RISKS INVOLVED AT THE STORES, THE AUSTRALIAN WOOL BOARD'S LEASE
AND TENANCY AGREEMENTS SHOULD HAVE BEEN EXAMINED CRITICALLY AND AMENDED
SEVERAL YEARS A0 AND THAT THE BOARD'S THIRD PARIY INSURANCE COVER, WHICH
HAS BEEN AMENDED RECENTLY, SHOULD BE KEPT UNDER REGULAR AND FREQUENT
SURVEILLANCE,

REGARDING THE FRAUD THAT OCCURRED AT THE LITHIOW OFFICE OF
THE DEPARTMINT OF SOCTAL, S8ERVICES THE EVIDENCE SHOWS THAT A NUMBER OF
VWEAKNESSES EXISTED IN THE ADMINISTRATION OF THAT OFFICE DURING THE PERICD
IN WHICH THE FRAUD WAS PERPETRATED, IN PARTICULAR WE WERE DISTURBED TO
LEARN THAT THE PROGRAMME OF THE REGIONAL CFFICE INSPECTOR FOR NEVW SOUTH
WALES WAS NOT DESIGNED, AT THAY TIME, TONDEXECT FRAUDs

IN RELATION TO THE AMMUNITION TESTING FACILITY FOR THE DEPARTMENT
OF THE NAVY AT PORT WAKEFIELD IT APPEARS FROM THE EVIDENCE THAT THE STRUCTURE
REQUIRED WAS UNUSUAL IN NA URE BUT WAS SIMILAR TO FACILITIES PREVIOUSLY
CONSTRUCTED IN BRITAIN AND THE UNITED STATES OF AMERICA, YOUR COMMITTEE
BELIEVES THAT THE DEPARTMENT OF WORKS SHOULD HAVE INVESTIGATED THESL OVERSEAS
STRUCTURES FULLY DURING THE PLANNING AND DLSIGN STAGES OF THE AUSTRALIAN
FACILITY, SUCH AN INVESTIGATION MAY WELL HAVE CBVIATED MANY OF THE PROBLEMS
THAT AROSE LATER DURING THE CONSTRUCTION OF THE PROJECT, MUCH OF THE
EVIDENCE TENDERED SUGGESTS THAT THE DEPARIMENT OF WORKS WAS_ TLLEQUIPEED, AT
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THAT TIME, 10 MELT THE PROBLEMS THAT WERE ENCOUNTERED. YOUR COMMITTEE WOULD
COMM.ND THAT DEPARTMENT FOR THE INTRODUCTION OF NEW POLICIES AND PROCEDURES
DESIGNED TO OVEHCOME PROBLEMS OF THE TYPE MANIFESTED IN THE PORT WAKEFIELD
FROJECT, BUT BELIEVES THAT THESE DEVELOPM:NTS SHOULD HAVE BEEN INTROILUCED
S0CHER,

YOUR COMMITTEE EAS NOTED THE GROWTH THAT HAS OCCURRED IN THE
VOLUME, VARIEIY AND COMPLEXTIY OF THE AUDIT FUNCTION OVER THE PAST TEN
YEARS AND THE CONTINUING ACTION TAXKEN BY THE AUDITORGGENERAL IN RELATION
T0 HIS CRGANISATION AND S8TATFING TO MEET THESE DEVELOPMENTS EFFECTIVELY,

_ DUE 70 THE INTRODUCTION OF REFINED AUDITING THCHNIQUES XND THE USE BY THE

AUDITOR-GENERAL OF HIS DISCRETIONARY AUTHORITY TO DISPRVSE WITH DEPAILED
AUDITS UNDER THE PROVISIONS OF THE-AUDIT ACT, THE GROWTH PATTERN IN THE
XXI;DIT FUNCTION HAS REFLECTED AN INCREASE OF ORLY %8 POSITIONS ON THE
STAFF ESTABLISHMENT OF THE AUDITOR-GENERAL'S OFFICE OVER THIS DECADE.

INRECORDIING TS AFPRECIATION OF THIS ACHIEVEMENT, YCOUR COMMITTEE
ALSO NOTES THAT, ROXWITHSTANDING ASSISTANCE PROVIDED BY THE PUBLIC SERVICE
BOARD AND ORGANISATIONAL CHARGES MADE TO THE STAFF STRUCTURE OF THE AUDITORe
GENERAL?S OFFICE,THE PAST DECADE HAS BEEN CHARACTERISED BY A SIGNIFICANT
1085 OF TRAINED AND EXPERYENCED AUDIT STAFF. THIS HAS CAUSED DIFFICULTIES
IN RELATION TO THE MAINTENANCE OF AUDITING OBJECTIVES AND PROCEIURES AND
THE EFFECTIVE mosm(xﬁou OF THE AUDIT PROGRAMME,

WS BELIEVE THAT THE IMPORTANCE OF THE AUDIT FUNCTICN IN THE
INTERESTS OF THE. PARLIAMENT, THE ADMINXSTRATION OF THE GOVLRNMINT AND THE
EFFECTIVE OPLRATION OF YOUR COMMITZEE UNDER THE PUBLIC ACCOUNTS COMMITTEE
ACT CANNOT BE OVEREMPHASISED. HAVING RUGARD TO THE EXPERIENCES OF THB ‘
AUDITOR~GENERAL OVER THE PAST TEN YEARS AND THE FACT THAT FURTHER EXPANSYON
IN THE SCOPE AND COMPLEXITY OF THE AUDIT FUNCTION IS IN PROSPICT, YOUR



YOUR COMMITIEE BELIEVES THAT THE RESCURCES AVAILABLE TO THE AUDITORWGENERAL
MUST BE MAINTAINED AT A LEVEL AND QUALITY WHICH WILL ENADLE THAT FUNCTION
70 BE DISCHARGED ADEQUATELY AND COMFIDENTLY,

YOUR COMMXTTEE HAS BEEN DISTURBED ¥OR SOME TIME BY THE FACT
THAT THE STATUS OF THE AUDITORGENERAL 15 CURRENTLY BELOW THAT OF A
NUMBER OF FIRST DIVISION OFFICERS OF THE COMMOIWEALTH PUBLIC SERVICE. YR
COMMITTER. BELIEVES THAT, IN VIEY OF THE IMPORTANCE OF THE AUDIT FUNCTION
AND ITS CONTINUING GROWTH AND COMPLEXITY, THIS SITUATION FLACES THE
AUDITOR-GENERAL AT AN ORGANISATIONAL DISADVANTAGE IN THE EXERCISE OF HIS
ONEROUS RESPONSIBILITIES, ACGORDINGLY (WE. BELIEVE THATy AS A MATTER OF
FRINCIPLE, THE STATUS CF THE AUDITOR-GENERAY, SHOULD BE REVIEWED,



