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DUTIES OF THE COMMITTRE

Section 8 of the Public Accounts Committee Act 19511966 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 report to both Houses of the Parlisment,
with such comment as it thinks fit, any
items or matters in those accounts, .
statements and reports, or any circumstances
conmected with them, to which the Committee
is of the opinion that the attention of the
Perliament should be directed;

(e) 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 oxr payment of
public moneys; and

(a) to inguire into any guestion in comnexion
with the public sccounts which is referred to
it by either House of the Paxrliament, and to
report to that House upon that question,

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

ONE_HUNDRED AND THIRTY~-SIXTH REPORT

Treasury Minutes on the Ninety~Eighth,
One Hundred and Fifth,One Hundred and Sixth,
One Hundred and Thirteenth and One

Hundred and Twenty~Eighth Reports.

Chapter 1 ~ Introduction
In its Seventy-ninth Report dated 10 March, 1966

the Committee set out in detail the basis of the Treasury Minute
arrangements which have been made to ensure that appropriate
action ensues from comments contained in our Reports.

$)]

)

(3

(C))

As they now stand, the arrangements concerned ares~

The Report of the Committee is tabled by the Chairman
in the House of Representatives and by a Member of the
Committee in the Senate. Motions are moved in both
Houses of the Parliament that the Report be printed
as a Parlismentary Paperes

The Chairman of the Committee thereafter forwards

& copy of the Report to the Departments affected

and to the Treasurer with a request that he give the
Report his consideration and inform the Chairman of the
action taken to deal with the Committee's comments.

The reply received, which is in the form of a Treasury
Minute, is then examined by the Committee and, together
with the conclusions of the Report to which it relates,
is submitted as soon as possible to the Parliament

as a Report,

When during its examination of a Treasury Minute the
Committee finds that there are recommendations not fully
dealt with or which are subject to a further Minubte, it
holds an exploratory discussion with officers of the
Department of the Treasury prior to the submission of
the Minute to the Parliament,

P,P. No.275
of 1964=65=66



(5)

(6)

99

6=

In reporting a Treasury Minute to the Parliament, the
Committee does not usually make any comment on the

Minute other than to note recommendations not fully

dealt with or subject to a further Minute., In special
cases where comment is thought to be necessary, however, the
Comnittee makes ite ' '

The Conmittee reviews a Treasury Minute, if necessary,
when it again examines the depariment concerned.

The Department of the Treasury furnishes the Committee
with a half-yearly report on outstanding Treasury
Minutes,indicating the progress made in dealing with
the Committee's commentse



Chapter 2

T

-~ Treasury Minute on the Ninety-Eighth

Report relating to the Auditor-General's
Report 1966-67.

Committee's Conclusions

%imﬂenﬂl.yﬂmﬂ
30 Hay 1968

Treas) Minut
35 Docenber 1971)
The Treasury has examined the
Report and has discussed with the departments
and authorities concerned the observations
and conclusions of the Committee which have,

where necessary,been brought to the notice
of the officers concerned.

ACCOUNTING ARRANGEMENTS .NORTH AMERICA

33, Your Committee regards with
concern the breakdown that occurred

in the accounting arrengements in
North America. Although the

evidence shows. that some of the
criticisms made by the Auditor-General
were attributable to inadequate
staffing and facilities in the Sub-
Treasury itself it is also clear that
other criticisms related to short-
comings in the performances of some
departmental offices in North America
and inadequacies in the general
administration in the area, Whilst
the nature of the staffing problems
encountered in North. America and
referred to in evidence are well
wnderstood,it appears that these
problems are not of recent origin
and they raise the question as to
vhether there may not have been a
need,for many years, for an increase
in the Australia-based supervisory
staff at the Sub-TPreasury. Notwith-
standing that such an increase

The Treasury considers that
Ybreakdown! is too stréng a word for the
unsatisfactory aspects of accounting in
North America reported by the Auditor-General.
What occurred was that the effectiveness of
the normal internal check procedures declined
in a period in which there was a heavy
increase in the workload combined with
staffing difficulties. In retrospect,
it is agreed that the need for the third
Australia~based position in the Sub-Treasury
to teke charge of the accounts examination
aree and to perform the duties of Certifying
Officer should have been recognised earlier.
Since this position was filled{August 1966)
there has been a considerable improvement in
the supervision of this area and in the
capacity of the Sub~Treasury to handle the
continuing volume of work. More recently
a further Australia-based Class 6 position
was approved to supervise the payroll and
ledgexr areas,including the operation of
automatic data processing systems and the
first occupant took up duty in September 1968.
In addition the two senior Australia-based



Committee’s Conclusions
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30 May 1968

would be costly,it seems to be an
inescapable fact that the poorer the
quality of available locally engaged
gtaff the greater is the degres of
supervision required if circumstances
of the type referred to by the
Auditor-General are to be avoideds

%he We note that the central
office of the Treasury initiated its
request for a new accounting machine

N

in 1964 i.e., in the same year in which

an increase had been made in the

total staff of the Sub-Treasury. This
suggests to us that the need for the
new machine was probably evident,at
least to the Sub-Treasury, prior to
1964 and raises the gquestion of
whether initiating action for a

new machine might not have been unduly
delayed at that point.

35, The evidence shows that
whilst comments on the Report of the
Chief Auditor,New York,were sought

by the Treasury from the Sub-Treasury
in November 1966, four months elapsed
before that Report was made. A
further three and a half months also
elapsed before the Treasury expressed
to the Auditor-General its concern
for the state of affalrs revealed

and the same delay occurred concurrently

Tressury Minute

135 Doceaber 1971)
positions have been reclassified,the Officer-
in-charge in January 1969 to Director,
Class 11 and “the second-in-charge in
November 1970 to Senior Finance Officer,
Class 8. It is considered that the four
Australia~based positions mow provide
effective supervision of the locally engaged
ataff.

It is true that greater atiention
might have been given to more adequately
mechanising the Sub-Treasury accounting
systems at an earlier date. For various
reasons,including the limited availability
of trained systems staff, this was not done
and, in the event, the delay led %o the
selection of very suitable and up-to-date
equipment,namely an NCR 500 visible record
computer,vhich commenced operational work
in October 1967 and now processes ledger
keeping and Tunds control systems,as well
ag preparing the Australia~based and locally
engaged payrolls,service allotments and
pensionse.

In view of the length of the report
of the Chief Auditor,New York; and the
extent of the detail in the appendices, it
is not considered that the delays of 4
months and 3% months respectively were
unduly excessive,having regard to the need
carefully to examine the issue raised in
between other high priority tasks both
in the Commonweslth Sub-Treasury,New York
and in the Treasury,
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before the Treasury asked the Chief
Finance Officer of the Sub-Treasury

to exercise closer supervision over

his locelly employed staff and to
re-examine his. staffing regquirements
generally, Delays of this nature appear
to Your Committee to be excessive,

By comparison,however, we are impressed
by the speed with which the Department
of BExternal Affairs,the Treasury and the

Public Service Board were able to arrange

for the creation of four new positions
on the day when the request for the
creation of nine positions was received
from the Sub~Treasury. Tihis outcome
compares favouraebly, we believe, with
the staffing experiences of many
departments that have appeared before

us in other inquiries.

36, Your Committee views with
approval that,with the introduction

of the new accounting equipment,Treasury
has taken action to define the purposes
for which Imprest Accounts may be used
and has reduced the levels of most
Imprest advances available itc¢ the Posts.
in North America.
Department for its sction in bringing
the Director of the News and

We also commend the

Information Eurean and the Senior Trade
Commissioner, Wew York into the genexal
framevork of prescribed procedures by

Tre Minute
23 December 1971)

The cancellation of the appoint-
zents as Certifying Officers of the
Director,A.W,I.B,, and the Senior Trade
Commjssioner,New York,had, in fact, been
under consideration in the Treasury before
the matter was raised by Audit, Those
appointments were cancelled because of
their proximity to the Sub-Treasury
Certifying Officer. The Treasury does not
propose the cancellation of the Overseas
Certifying Officer appointments at the
Tmprest posts in North America. In this
situation the location of the certifying
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cancelling their appointments as
Certifying Officers. We believe,however,
that this action should have been taken
earlier and we trust that 1ike action
will be teken in respect of other
Posts in America and in respect of
Posts falling within the aveas of
responsibility of the Sub~Treasuries
in London and Geneva,should circum-
stances warrant.

37 A further matter to which
Your Committee would make specific
reference relates to the relationship
between the Sub-Treasury and the
Austrelian National Airlines Commission.
We note that action was taken recently
for the Sub-Treasury to be reimbursed
for services which it provides for the
We believe that this
action should have been taken much
earlier and that fees should be
charged by all Sub~Treasuries in

Commission,

Australia and overseas for services
rendered to astatutory authorities

of a trading nature and which are
required to maintain normal commercisl
accounting records.,

38. Finally, we would comment
on. the matter of the location of the
Sub~Treasury in New York. The
evidence shows that while the
responsibilities of the Sub-Treasury

Press Minute

125 December 1671)
officer function at the post has the
primary advantege of facilitating the
sighting of approvals and related records
and, in fact, there is no loss of Sub-
Treasury control because of the powers of
the Chief Accounting Officer to address
A sinilar
system operates within the area of
responsibility of the Commonwealth
In Britain there
ig no parallel as all accounting work is
centralised in Londgn.

queries to accounting officers,

Sub- Treasury,Geneva,

It is agreed that statutory
authorities: of a trading nature should be
charged for services rendered by Sub-
Treasuries,

The acquisition of new office
accommodation for the Sub-Treasury in
September 1968 provided a more satisfactory
standard of accommodation and contributed
substantially to the improvements made,
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Ninety~Eighth Report
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relate to Australian responsibilities
in the North America area, its
location has evidently depended in
the past on the lacation of the
Procurement Section of the Consul-
General,New York.While we canmnot
accept that the Procurement Section
and the Sub-Treasury are located in
New York because they have always been
Jocated there,we believe that a case
exists,in terms of its wider
responsibilities; a preferable
geographical location, and perhaps
greater flexibility in local staff
recruitment; for the Sub=Treasury to
be relocated in Washington as we are
surprised to learn that this has not
been congidered previously by the
Public Service Board. At the same time
we appreciate that this question has
now been referred to the high level
team of officers who are conducting
an inspection of the Procurement
Section and the Sub-Treasury, New
York and we shall be glad to leamrn,
in due course, of the outcome of that
inspection in all of its aspects.

TPreas Minute
(25 Dosember 1571)

The High level team of officers
made a number of recommendations concerning
the Sub-Treasury,New York,most of which were
accepted and implemented. The team concluded
that as far as expenditure relating to the
Conmonwealth's procurement activities is
concerned, the Sub-Treasury can perform
its functions as effectively in New York
as it would be able to do if it were located
in Washington., The Treasury agrees with
this conclusion and sees no sound reason
for moving the office from New York at the
present time. Even' if, for other reasons,
it weres moved, thers would be a need to
retain Treasury representation in New
York because of significant loans manage-
ment responsibilities which are an important
Sub-Treasury function and which could
not be effectively handled from another
Nor has the establishment of a
Contract Board in Washington to process

location.

defence procurement caused any difficulties
in the payment of accounts.

ATTORNEY-GENERAL'S DEPARTMENT

53
the assessment made by the Attorney-
General's Department,that the Clerk,
Class 1, should not have prepared a

Your Committee agrees with

commencing salary advice without
supporting documents and should not
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have directed the Sub-Treasury to
meke payment to a bank account without
& written request from the officer
concerned. That clerk should also
have been suspicious when informed
that deductions in respect of tax
only,were to be made,as all members
of the Commonwealth Police Force
are required to contribute either for
a pension under the Superamnusation
Act or to the Provident Fund, The
Clerk,Clags 1, who terminated the
fraud should not have prepared the
ceasing advice without documentary

evidence.

54, The circumstances of this A nev set of instructions covering
case,however, are more far reaching the preparation of salary variation advices
than the actual fraud itself, It is and detailing the method of effecting the
clear from the evidence that the recon¢iliation required under Treasury
ingtructions,which we were informed Direction 20/29 (¢), was issued by the
were issued when the Commonwealtih Central Office of the Department in July
Police Force was established in 1957, 1968,

had been disrsgarded in important
respects, The Department has now
laid down the requirvements that
reconciliations required by Treasury
Direction 20/29 (¢) must be carried
out fortnightly by an officer not
engaged in the preparation,checking
or aguthorisation of salary variations,
We believe that this reguirement
should have been laid down in 1957
when the initial instructions were



13-

Committee's Conclusions
Ninety=Eighth Report
(30 May 1968)

issued to the Commonwealth Police
Force and that the Department should
have recognised at that time the
fundamental dangers inherent in
the arrangements that had operated.

55 A further matter requir-

ing comment relates to the circumstances

of discovery of the fraud. The
evidence shows that the fraud was
discovered by chance, by an officer
who had no reason to concern himself
with the guestion of whether or not a.
fraud might be occurring. The
initiative and sound judgment of this
officer is to be commended, However,
the failure of the Department's
internal audit staff to mport the
apperent weaknesses in the system and
its failure to report, after the fraud
had been discovered, that fortnightly
reconciliations were not being

nade, is a matter for concern,
particularly as the quality of
departmental audits has a significant
bearing on the scope and nature of
the audits which must be undertaken
by the Auditor-General. In the
circumstances, we believe that the
Attorney-General's Depariment should
examine the adequacy of its internal
audit arrangements without delay. We
believe further that the evidence
points to a strong need for substantial
improvements to be made to the

Treas Minute
(23 December 1971)

A number of additional positions
have been added to the internal audit
establishment of the Department and
appointments made to those positions.

4 training document,which sets
out the procedures to be followed and the
instructions to be observed in the
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training provided for officers
who are engaged in the psy advice
areas of the Department,This should
undoubtedly inclu_de not only
instruction in the processes involved
but also an examination of the
relevant departmental instructions
and Treasury Regulations and
Directions.

56, Finally Your Committee
desiree to comment on the fact that
whilst the fraud was discovered on
12 June 1967, it was not wntil

12 September 1967, after the Auditor-
General had reported the fraud to
the Parliament end after this
Committee had sought a departmental
submission on the matter, that the
Department issued a new instruction
relevant to the preparation of
salaries. Even then the instruction
was sent to all District Officers
except that of New South Wales where
the fraud actually occurred. We
believe that this instruction should
have been sent to that office and
that such action should have been
taken immediately the fraud was
discovered.

Treasury Minute
23 December 1971)
authorisation and payment of salaries,

has been prepared and issued by the
Devartuent,

The purpose of the circular
igsued on 12 September 1967 was to
engure that the standing instructions,
which had been in operation since 1957,
would be observed., Staff in the Sydney
Office had been made fully aware of the
instructions, and their failure to
observe them,during the extensive
investigation carried out after the
defalcation was discovered.

Particulars of this fraud end
two other frauds involving the payment of
salaries or wages have been circulated by
Treasury to all departments. Departments
were requested to examine their procedures
for the processing and payment of salaries
and wages to determine whether there were
any areas where similar fraudulent
operations could occur and also to check

that procedures were being followed.
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DEPARTMENT OF NATIONAY, DEVELOPMENT

T2, Your Committee bslieves
that the circumstances of this case
and which were réported on by the
Auditor-General reflect adversely

on the administration of the Department.
Although it is clear that the transfer
of the Department's Central Office
from Melbourne to Canberra in October
1965 deprived the Department of

some experienced staff and added to
the burdens of its administration

it is aleo clear that the real course
of the difficulties preceded that
trangfer and are to be found in the
introduction of an inadequate system
of accounting which was mismanaged.

T3 Your Committee finds that
the comparatively lerge number of
publication sales made by the Bureau
of Mineral Resources was not, in
itself,a sufficient reason for the
Bureau's accounts being processed
through the Centrel Office of the
Department while accounts relating

to lesser volumes of sales by othex
agencies of the Bepartment were
processed direct to debtors, Your
Committee also finds that the delays
that occurred in the raising of &bts
on behalf of the Bureau were in part
due to inadequacies in the Bureau and
partly due to inadequaciesiithin the
Ceniral Office of the Depariment.
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T4e The evidence shows that
the substitution in 1963 of a Debit
Advice Note system of accounting

for a card system which had operated
previously, coupled with the ineffic-~
ient operation of the newly installed
system,were the prime causes of &
failure to reconcile individual debtors!
balances with control accounts; a
failure to maintain an adequate
record of Sundry Debtors and &

failure to achieve accuracy in debits,

5. Your Committee also
believes,on the evidence, that the
Department should have maintained an
age analysis of outstanding debtors
which,we were informed,could have
been prepared from the Debit Advice
Note system of accounting but was not
maintained because the system itself
had broken down and lacked adequate
supervision. Although the Department.
had teken action to prepare an age
analysis of debtors it was able to
supply us with only a sketchy anslysis
of its oldest debts, and was unable to
formulate a debt recovery policy due
to & lack of sufficient essential
data.
disturbed by the fact that no regular
system for the pursuit of debtors

Your Committee is also

had been maintained for some years.

Treagury Minute
23 December 1971)

A machine accounting system has
replaced the previous system of accounting
and an age analysis of debts is now
maintained.,.
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764 The eviderce also showed,
however, that the Depariment is
naking a commendable effort to
overcome the basic difficulties with
which it has been confronted.

7. A further aspect of the
evidence to which we would invite
attention is the circumstances
relating to credit sales made by

the Department. It appears that
the Department's policy that, in
principle, sales are to be effected
on & cash basis,had been the subject
of verbal instructions only until
July 1967 end even then branches of
the Department other than the Bureau
of Mineral Resources,were continuing
to operate in that fashion. Your
Committee regards this as a most
unsatisfactory state of affairs and
believes that all branches and
agencies of the Department engaged
in the sale of publications and like
meterial should issue written
instructions relating to the
administration of their sales.

8. During our Inquiry we
gquestioned the witness as to the
definition of a 'reputable firm®
for the purposes of credii sales and
were informed that such a firm would
be defined as a bookseller who is
already recorded with the Department
as an accepted agent. We were
surprised to learn, however, that

Trans Minute
5 Docembor 1971)

Written instructions,
incorporated in a policy statement on
the sale of publications,have been
circulated throughout the Depariment.
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in the determination of whether a
bookseller will be sccepted as an
agents the Department makes an
assegsment of his capacity to
represent it but does not inquire
into his credit rating although
facilities for applying such checks
were lmown to the witness., In view
of the declared policy of the
Department in relation to cash and
credit sales and the administrative
difficulties of the past which gave
rise to the Auditor-General's comments
we believe that an assessment of
eredit risk should be made of each
prospective agent.,

79, On the general question
of whether or not the Department
ghould continue to arrange its own
aale of publications,with all that
such a process entails,we believe
that the Department's view thet
purchasers of its material would
prefer to acquire their material
direct from the Department has not
been tested in any practical way.

As it seems to Your Committee that
considersble benefit could be gained
by the Department if it were to avail
itself of the distribution facilities
of the Government Printer we further

believe that this avenue for the release

of the Department's publications should
be fully explored.

Tre Hinute
(23 December 1971)

The Department hes advised that
the assessment of credit risk will be
made prior to the appointment of any
new agents,

The Department's publicatbions are
now obtainable st the Commonwealth book
centres in Sydney,Melbourne,Perth and
Canberra.
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DEPARTMENT OF THE NAVY

Stor Sto.
90. It appears to Your Committee
that while the problems associated
with naval stores and store account
ing have been a matter for concern
to the Auditor-General since at least
1963-64,they began to concern the
Department of the Navy at an earlier
stage consequent upon the decision
of the Government to disband the
Fleet Air Arm and dispose of the
large range of air stores involved.
We believe thet much of the loss of
experienced staff and associated
problems that occurred following
that decision might have been averted
had the Department taken the staff
concerned into its confidence regard-
ing their planned re-employment in
other areas of the store section. It
appears highly probable that had
that staff been retained effectively,
the problems associated with the
introduction in 1962 of the new
machine system would have been kept
to & minimum,

9. Your Committee notes with
concern the admission in evidence that
the Department should have realised
the full extent of the impact on its
stores system that would be made by
the sharp increases that occurred

ccount

During 1967-68,the final year of
the triennial stocktaking cycle,special
measures were taken by the Department to
overtake the arrears of stocktaking, The
Depertment has advised that there was a
substantial reduction in the error rate
of discrepancies investigated,not only for
general Naval stores but also for the
inventory of the whole Supply Division.

The. stocktaking organisation in the
Sydney area was reviewed during 1967-68
end an additional eleven positions were
createds
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in the inventory range. Although
that range increased substantially in
1964 compered with the level in 1963
1% was not until early in 1965 that
a review of the Supply organisation
was commenced and a further twelve
months elapsed, during which the
inventory range increased still
further,before the coixsequent ro-
organisation was introduced.

92. At the same time Your
Committee would commend the Depart- .
ment for its consclentious efforts in

the field of staff training without
which,the newly installed system

of stock control has little chance

of success,

93. Your Commitiee trusts
that the Report of the Auditorw
General for 1967-68 will reveal sub-
stantial improvements in this area
of naval administration.

Destroyers

133 In paragraph 214 of his
Report the Auditor-General roferred
to increases that had occurred in

the original provision for shore-
based spares and increases in the
unit cost estimates of certain spares.
In regard to the evidence tendered

we are disturbed by the fact that,
contrary to departmental policy, some
supply divisions or some sections
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of the supply di;riaions within the
Department, which have no technical
officers,had relied on their own
Judgment in ing the ble-
ness of cost estimates for spares
rather than seeking technical
corroboration of the facts, We believe

that although & specific instruction
was issued in July 1967 reminding the
officers concerned of the need for them
to adhere to the prescribed procedures,
such action should have been taken
earlier and, in any case, the
circumstances that gave rise tc the
need for such an instruction should
not have been permitted to ccour. A4s
shown in paragraphs 95 to 101 of this
Report, Your Committee examined in
detail the explanation tendered by the
Department in relation to the increase
from $US3,240,000(842,907,000) to
$US9,136,350(548,157,000) that
occurred in the provision of shore-
based spares for Charles F.Adams class
destroyers. As shown in paragraphs
102 to 106 of this Report Your Committee
glso examined in detail the department's
explanation as to the factors that
gave rise fo increases in the unit
costs compared with the estimated
costs of certain of these spares.

134. In regard to inadequacies
in the follow-up of delivexry to
Australia of spares supplied through
the United States Navy it appears that
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delivery problems associated with
bulk orders began to emerge early
in 1966 at which stage the Depart-
ment of the Navy had occasion to
hasten both the United States
Navy and the Consul-General's
0ffice in New York to improve the
flow of spares. Your Committee
notes with concern that it was not
until August 1967 after the
Depariment of the Navy had written
0 the Consul-General regarding
delays and had also forwarded a
telegram to the Consul-General on
the same matter that a conference
of the parties involved was held in
New York, The number and nature
of the proposals put forward at that
conference to improve the flow of
spares confirm we believe,that had
such a conference been held when the
problems began to emerge in the early
months of 1966 the frustrations
experienced by the Deparitment of the
Navy could have becn minimiseds In
the case of the proposal to improve
export licences,it appears that the
adminigtration of such licences by
the Australian authorities in
Washington had become lax and had
actually impeded the flow of spares.
We trust that sction will be taken
to ensure that this unsatisfactory
state of affairs does not recur in
that office.

Tre Minute
(25 December 1971)
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135.
that as the Department of External
Affairs had,for some time,been

considering the question of whether

Your Commiitee believes

or not the procedures operating at

the Consul-General’s Office in New

York were correct, an investigation

of this gquestion should have teken
place at an earlier stage than nid-1967,
particularly in view of the importance
of the North America area in Australian
As indicated
earlier in this Report in relation

defence requirements.

to accounting arrangements in Horth
Anerica,we look forward to learning,
in due course, of the outcome of the
inspection made by the Organisation
and Methods team that was appointed
following a visit by a member of the
Public Service Board to North America
in May 1967.

1364
seemingly high charges levied by the

In regard to the matter of

freight forwarding contractor in the
United States of Americe the evidence
shows that Commonwealth freight has
‘been handled by one organisation-
Universal Trenscontinental Corporation
since 1949 and that the charges levied
by that organisation have remained
unchanged since the inception of the
arrangements. The question of
continuity of the contract was

Treas Hinute
(25 December 1971)

The Organisation and Methods
review of Commonwealth procurement in
North America was carried out by a
joint. Public Service Board/ Treasury
team. As a result of this review a
new shipoing section was created in
the Consul-General's organisation at
New York to control the shipment of goods
to Australia, Approval was sought from
the U.8. Government to extend the scope
of export licences held,in order to assist
in overcoming some of the problems of
procurement.

The review also resulted in the
transfer of the major part of procurement
activity in relation to defence stores from
the Consul-General's Office to the
Australisn Embassy in Washington. In
addition, a defence procurement contracts
board has been established at the Embassy.

The Department of Foreign Affairs
has advised that when the contract with
Universal Transcontinental Corporation for
freight forwarding expired it was not
renewéd. A new freight forwarding compeny
is now undertaking the Commonwealth's
freighting activities in North America
and the Consul-General's Office is under-
taking the freight forwarding of small
parcelss The Service Departments in
Australia and the Consul-General's Office
in New York have reported improvements in
the freight forwarding operation,
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considered in 1958,1961 and 1967 and
on each occasion the Consul-Genezral
reached the conclusion that the
existing arrangement was advantageous
%o the Commonwealth and should not
be disturbed. Your Committee notes
with satisfaction,however,that the
inquiry by the Organisation and
HMethods team appointed in 1967
ineluded the question of rates levied
by the Universal Transcontinental
Corporation and that,arising directly
from our Inquiry, the Department of
External Affairs has requested the
Consul-General to arrange that,in
future,the New York Contracts Board
will, each year,consider whether
there are grounds for terminating
the contract.

137. In connection with delays
that had occurred in the processing of
billings received from the United
States Government in respect of
spares,four Committee is disturbed

to find that the procurement section

in the Consul-General's Office,

New York has given priority to
commercial billings over Government
billings and that this has resulted

in the processing of Government billings
being deferred. Although we recognise
that Government billings relate to
advance payments made previously while
commercial billings relate to ereditors,
we agree with the viev expressed by

the witness representing the Department

Trega Hinute
(23 December 1971)

The Orgenisation and Methods
review team found the form of prices and
quantities check of U.S. service billings
carried out in the Procurement Section
to be redundant. Revised procedures
inelude the introduction by the Sube
Treasury of a new form of financial
record to control commitments,advances
and. expenditure on U.S. service orders
on the basis of Military Assistance Sales
case numbers and not by Consul-General
orders. Also the Sub~Treasury makes any
payments due on U.S. service billings by
way of an advance and forwards billing
schedules to depariments in Australia
for perusal,verification of receipt of
goods and, where necessary,subseguent
advice to the Sub-Treasury to process

adjugting vouchers.
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of External Affairs that Government
billings should not be allowed to
fall into arrears and accordingly we
believe that suitsble arrangenments.
should be made to0.ensure that such
arrears are obviated.

138. In regard to billings The rate of flow of billings from
Your Cormittee also notes the remarks the United States service depariments is
made by the Treasury Observer,Mr.Pond, f{ep‘c under constant review,

that delays occur in the receipt of
billings rather than in their
processing., We examined this aspect
of the matter in our Seventy-eighth
Report rvelating to the Report of the
Auditor-General fer the financial
year 1964-65,while we accepted the
explanation then tendered by the
Department of the Treasury we
indicated that continuing attention,
should be devoted to the problem of
obtaining billings promptly from the
United States authorities. It would
appear that further attention might
be given also to this aspect of

billings.

NORFOLK ISLAND ADMINISTRATION
154, Whilst Your Committee is The conclusions have been
not unsympathetic to the problems of considered by the Administrator of
a small sdminiastration with a limited Norfolk Island who has advised the
budget md the uncertainties as to Department of External Territories that
the future which would have confronted action has been taken on the Committee's

the Administrator as activity on the conclusions,.
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Island increased, it is clear from
the evidence that at least some of the
matters that attracted Audit criticism
preceded the increased activity. For
example,accounting instructions had
become outmoded and were in need of
revision and,notwithstanding the
requirements laid down in the existing
instructions,trading and profit and
loss accounts relating to liquor
sales which are required as aids to
mansgement,were not being prepared.
We believe that these matiers should
have been detected by the Department's
orgenisation and methods review which.
was conducted as early as 1964 at the
request of the Administrator and that
appropriate action should have been
taken at that time to correct them.

155, It also appears that the
failure to. implement the accounting
instruction which requires philatelic
mail to be opened in the presence

of another officer may have preceded
the increase in Island activity

and. should not have occurred. These
instances,coupled with the evident
need for the Department to point out
to the Administrator that existing
administrative procedures required
improvement within the resources '
currently available reflect a laxity
in administration.
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156. With reference to the
combined police and customs functions,
the circumstances revealed in evidence
indicate that the Administration
should have ensured that both elements
of this work were adequately implement-
ed,

157, Your Committee also notes
that the point made in evidence that
the increase in business on the Island
between 1962-63 and 1965-66 had not
been matched by & corresponding
increase in staff, partly because of
the difficulty in obtaining additional
staff, As the staff was increased
from nine to twelve in 1966-67
following the criticisms made by the
Audit Inspector in 1966,we find the
Administration's reference to
difficulties of staff recruitment

to be unconvinecing,

158. In regard to the
circumstances revealed at the liquor
store Your Committee would express

its dissatisfaction that,notwithe
standing that sales: of liquor and
stocks held had increased substantially,
stocktaking had not been carried out

on a regular basis,stocks were in a
disordered state and some stocks were
held under inadequate security.

Treas Minute
{27 December 1971)
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159.. On many occasions in the
rast Your Committee has expressed its
mind on the importance of the Internal
Audit function. Situations where
members of Internal Audit staffsare
dirscted to other administrative
duties are to be deplored. Ve also
note with concern that, during recent
years prior to 1966-67,copies of the
Internal Auditor's monthly reports
were evidently not being forwarded

to the Commonwealth Audit Office.

160. Pinally we would comment
on the following remark offered in
evidence by the Department of
Territories in relation to this
matter:

"Notwithstanding the
unsatisfactory situation
brought to light by the
Auvdit report,there is
nothing in the report to
indicate thet it resulted
in any loss of funds or
administration stores,"

161, In this regard Your
Comnitiee would invite attention to
the facts stated by the Audit.
Observer that twenty-three bottles
of liguor could not be located when
the Audit Inspector conducted his
stockteke and that imports had been
delivered without payment of duty.We
would add that, even if losses had
not occurred, the weaknesses in

Treasury Minute
(23 Decenber 1971)
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adwinistration revealed in evidence
were of such a kind that considerable
losses could have occurred. Your
Committee will not accept the
proposition that a failure to incur
losses justifies the effectiveness of
an administrative arrangement,

POSTMASPER~GENERAL'S DEPARTMENT
To8Ses and Stores

179 Your Committee oxamined the
Postmaster-General's Department. in
relation to the theft of stores in
connection with the Report of the
Auditor~General for the financial yeaxr
196465, In its Report following that
Inquiry,Your Committee expressed its
appreciation of the necessity for the
widely-spread distribution of depart-
mental stoeck-holding and the
concomitant difficulty in providing
maximum security measures in every
instance. In the circumstances at that
time, Your Committee indicated that it
was satisfied that the practices adopted
within the Department constituted the
most reasonable and adequate safe-guards
that may be economically provided over
the property concerned and commended the
Department for its efforts to reduce

its losses, to a minimum extent.

180. The number and value of
losses that have occurred between
1964~65 and. 1966-67 are shown in Table
No.4e
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Table No.4:Post Office Losses of Stores
(1964-65 to 1966-67)

Numbers of  Value of

Year .
Losses Losass
1964-65 o o 4 o o 189 68,766
196566 o ¢ o o o 284 62,693
1966=6T o s » 0.2 356 75,838

Source: Auditor-General's Reports.

181. This table shows that while
there has been a sharp increase in the
incidence of thefts, and although the
value of thefts declined in 1965-66

it rose again in 1966-67.

182, The Auditor-General's Report
for 1966-67 and the evidence tendered in
this Inquiry showed that. the greater

part of the losses sustained continued to ’
oceur, as they had in 1964-65, in

New South Weles. Of those losses, the
most significant related to public
telephone equipment and were assoclated
mainly with the acts of vandalisu itself
and/or attempts to steal money from public

telephone cabinets.

183, The evidence shows that the
Department regards vendalism in 2
gerious light end has employed a

number of devices including the full
scale examination of the effects of
publicity to combat it. Your Committee
trusts that the Department will be
successful in this regard. So far
ascther losses are concerned, Your
Committee has noted the activntaken by the
Department to safeguard the property
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under its control and appreciates that
absolute protection of that property
could be achieved only at & substantial
economic cost. At.the same time,it
is clear that the Department recognises
the need,within those economic limits,
to minimise losses arising from thefi
and we trust that it will continue
to devote its efforts to achieve that

objective.
DEPARTHENT OF SHIPPING AND TRANSPORT
249, Although the cuases of the

problems that have arisen in relation

to the M.V.Noel Buxton had not been
determined when Your Commitiee conducted
its Inquiry, there are certain features
of the matter on which we would make
comments

250. Vhilst we accept that it is
not unusual for minor modifications to
be made to ship design after the letting
of the contract, it is difficult to
appreciate why certain amendments that
were made at that stage were not
effected previously if the detail of
the design had been adequate. For
example, it would seem that the size of
watertight hatches to f£it the ships
structure, and the size of the fummel
necessary to provide convenient access
for the removal of equipment from the
engine room should have been apparent

before final drawings were completed.
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Similarly, we believe that the amount
and location of accommodation for the
crew end passengers should have been
determined. £irmly at an early atage of
planning.

251, Your Committee notes that
it is normal practice for calculations
and careful checks to be made by

the Australian Shipbuilding Board

in relation to certain features of
design such as speed and stability but
that in the case of the M.V.Noel Buxton
this procedure was abandoned and

instead stability was assessed initially
by a comparison made with a number of

somewhat similar ships recently completed

and for which adequate stability data
was available, We believe that evente,
which subsequently involved considerable
re~design and cost,point to the
inadvisability on the part of the Board,
of abandoning its normal procedures

for assessing stability.

252. In regard to the history
of the ship in service, Your Committee
notes that large-scale modifications

arose from the need to achieve stability.

Because the causes of failure of the
ship in service were under examination
at the time of our Inquiry, Your
Committee desirves that when the factors
causing failure have been determined,

the Australian Shipbuilding Board should

furnish it with a full report on the
matters

Troas Minute
23 December 1971)

An assurance has been given by the
Department that present practices in the
Hull Design Section do not now permit the
deferment of stability calculs tionse

The Department believes that it
may never establish conclusive evidence as
to the single factor or combination of
factors which caused the failures and, for
this reason, the best solution may well be
a sharing of responsibility by negotiation
and agreement, To thin end meetings have
been held between representatives of the
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Department and the suppliers of the
equipment concerned. At the date of this
Minute no definite agreement had been
reached,

{hen the matter is resolved the
Department will furnish a report to the
Treasury for forwarding to the Commitiee.

DEPARTMENT OF SUPPLY

272, The evidence submitted in
relation to this matter indicates that
the arrangements entered into in 1955
whereby,subject to certain conditions,
the Army Canteens Service should take
over all trading activities of the
Woomera Village shopping centreywere
embarked upon without formal consultation
taking place between the Depariment of
Supply and the Department of the Treasury,
notwithstanding that specific approval
had been sought and obtained from the
Treasurer in 1952 in relation to &
different form of arrangement vhereby
the Woomera Village Store was to be
menaged by the Voomera Board, Your
Committee believes that had the Depart-
ment of Supply consulted the Depariment
of the Treasury as a prelude to
introducing the new arrangements in 1955,
the full finaneial consequences of the
change might well have become apparent
and appropriate action taken which

would have avoided the embarrassments
that arose at a later stage in 1964

when the Auditor~-General found it
necessary to seek legal advice on

the manner in which the profits from

the store were being transferred to the
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Woomera Village Board.

273, The circumstances of the
present case highlight both the need
for departments to consult the
Department of the Treasury in the
formuilation of administrative proposals
which contain accounting changes, end
to seek early legal advice regarding the
validity of such proposals.

DEPARTHMENT OF WORKS

327. The evidence shows that as
at November 1967, estimated expenditure
on this project stood at $5,100,000
compared with the original estimate of
$3,600,000 representing an increase

of about 42 percent and that the

delay in the completion of the project
was in excess of two years.

328. In regard to the problems
associated with floor layout and
partitioning of the building, it
appears that although tenders were
invited in March 1963,it was not

until some six months later in September
1963 that the Department of Primary
Industry edvised the Department of
Customs and Excise of its changed needs
in regard to analytical work and that
the design consequences of this changed
requirement could not be conveyed to the
Department of Works until June 1964. On
the evidence it would seem that during
the initial design stage of the bullding
there was a lack of proper liaison
between those two client deparimentse

As @ consequence of this delay
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the Department of Works was unable, due
to pressing commitments on defence
works,to supnly the Contractor with
full details of the required changes
in floor layout and laboratory

design until early 1965.

329, Your Committee notes that
it was not until August 1964 that &
decision was made that the Department
of Shipping and Transport would occupy
the remaining floors of the buildings.
This decision having been taken we are
somevhat concerned at the need for an
interdepartmental conference to be
held in May 1966 relative to occupancy
of the building and the consequences
of that conference. We believe that
the Department of Cugtoms and Excise
should have advised the Department of
Works that it would require additional
floor space in the building as soon
as this need became apparent and that
this information should not have been
acquired on a hearsay basis by a
Department of Works architect. The
need to provide additional accommodation
for the Department of Customs and
Excise clearly involved a large scale
secommodation re-arrangement involving
several departments and left the
Department of the Interior with the
problem of locating new tenants for
two floors, Circumstances of this
nature are disruptive and costly

in terms of administrative effort.

Tressury Minute
(25 December 1971)
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330. In regard to air conditioning
of the building Your Committee notes that
when the Customs House project was
before your Public Works Committee

that Committee decided on the
recommendation of the Department of
Works that air conditioning would not

be required, The subsequent decision

to install air conditioning however,

was made by the Cabinet after
representations by the Minister for
Customs and Excise and following an
enrlier Government decision that air
conditioning should be installed at

stage two of the Melbourne Commonwealth
block project.

331. The evidence shows that the The delamination of the revised
principle contract variation originated test panels for the Customs House Building,
by the Department of Works related to Melbourne,did not occur on initial testing
spandrel panels. Although the panels but developed while the test panels were in
specified origindly had evidently storage at the Commonwealth Experimentsl
proved satisfactory in use in over- Building Station. When the Department

seas countries 1t appears from the of Works asked the Station to check the
evidence that it was not possible panels in storage, the delamination was
for them to be manufactured locally discovered and the Department was notified
to the required standard. e believe immediately.

that the inability of the Depariment of
Works to ascertain whether aluminium
sandwich panels had been used
satisfactorily in Australia should
have alerted it to this possibility.
Although tests were carried out by

the Commonwealth Experimental Building
Station both on the originally proposed
panels and on panels of revised
gtructure we note with concern that
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the Station evidently did not advise
the Department of Works that tests
carried out on the latter panels had
ghown evidence of delamination while
under test. Production of these
panels commenced. and deliveries to
the site began in March 1965, At
this late stage it was discovered that
the panels were delaminating, We
believe that the problems experienced
with the spandrel panels were such
that the Department of Works ought
to have taken a decision prior to
August 1965 to change the whole design
of the panels and to use aluminium plate
in lieu. of the sandwich type.

232, In regard to other contract
variations originated by the Department
of Works we consider that proper care
should have been exercised to ensure
that provision was included in the Bill
of Quantities for air-locks for toilets
to ensure that a correct provision was
made for removable panels. It appears
that the Department of Works was aware
that in case of other buildings,
cracking and damage had occurred to
stair treads of the type specified for
the Customs House and we believe
therefore that this information should
have guided the Department during the
design stage towards the use of
thicker stair treads.

333, It appears from the evidence The Department of Works has advised
that,during the the planning stage, that it is common practice to develop deteils
insufficient care was. taken in the of special light fittings from prototype

selection of lighting for the units during the construction phase,rather
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building and we note that while strip
lighting had been specified, a
detailed specification had not been
given.

334, So far as contract
variations originated by the Department
of Works as construction requirements
are concerned, we believe, on the

basis of the evidence, that the need
to measure the sizes and depths of
foundations and the need to provide
additional under-~pinning to 'adjoining
buildings could not reasonably have
been foreseen.
variations originated by the Depart-

In. regard to contract.

ment of Customs and Excise and
comprising additicnal counters,
provision for a compactus unit in the
basement and increased lighting

in document and stationery stores the
evidence suggests that the client
Department had taken insufficient
care during the early stages of the
project,in planning its use of the
Although the amount
involved in contract variations
initiated by other authorities is
small, the variation required by the

basement area.

Fire Underwriters Association ig of
It appears that the
Department of Works submitted plens

0me concern.

to the Association and then proceeded
to invite tenders prior to receiving
a clearance from the Association but

Tregsury Minute
23 December 1971)

than delay the start of building operations

by fully detailing such iteme before

calling tendors.

The Department always endeavours
to obtain the opinion of the Fire Under—
writers' Association befors calling tenders
where this can be achieved within reasonable
time.
walting for a clearance would unduly delay

However, there are occasions when
building operations. In the case of the
Customs House Building, the clearance was not
received by the Department until 12 months
after the application was lodged..
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being aware at that time, that the
Association mignt request changes to
be made in respect of rising water
mains and other items in the building,
Ye believe that, in the eircumstences,
the viewz of the Association should
have been obtained before tenders
were invited.

335, There can be little doubt,
pased on the evidence, that the
Department of Works will be required

to meet at least some claims put
forward by the Contractor and sub-
contractors on this project. At the
same time,however, it is also evident
that some of the costs essociated with
dsleys that occurred on the contract,
will need to be sustained by the
¢laimants. It appears that during the
course of the contract many over~lapping
clains were made by the Contractor and
in some cases,when an extension of time
had been sought for one factor,
extensions of time had not been sought
for other factors that operated conw-

currentlye

336, Finally, we would comment
on the evidence tendered in relation

to the performance of the Contractor.
It was claimed that about one half

of the instructions that the Department
of Works had found it neceasary to
issue to the Contractor dealt  in some
cases with either rectifications or

Traasury Hinute
23 December 1971)
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faulty work and generally reflected
an inadequacy in the management of the
contract, Tnis view was re-inforced

by the frequency with which sub-contractors
had sought iuformation direct from the
Department of ¥orks'supervisory staeff
regarding the co-ordination of work

and the need for repeated instructions

to be given to the Contractor o clean

up the site, A disturbing featur of

this aspect of the evidence iz that

when the Depariument let the contract

it 7ed experienced sirilar difficulties
with the Contractor conc:raed ir

relatior to work at lonash University

in Victoria.

Treasury Minute

(25 December 1971)

At the time tenders for the
Custons House Build:i:ng were under cousider-’
ation it was necessary for the Department
to make a judgment as to whether the
contractor ghould be passes over having
regard to experierce on the lonash
University work which was a smaller project
comprising four threa-storey brick buildings.
Jis tender was the Jowest submiiied and the
Judgment at the time was that the lonash
problems did not constitute sufficient
reasons to reject the tender:

CONCLUSIONS

357, In the introduction to this
deport we stated lhat the Report of the

Auditor-General for 1966-67 had beon

vresented to the Parliement on 17 August
1967,
appreciation for the early tabling

Your Committee expresses its

of the Report and again pays tribute

to the Auditer-General and his staff for
the effori they have made to achieve
that objective.
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338. Our Inquiry into the
Auditor~General's Report for 1966-67
conesrned eloven departments. In some
cases, such as those relating to
aceounting arrangements in New York and
naval procurement problems, the matters
examined related to current issues
requiring early solution. In regard

to the matter of fraud that occurred

in the Commonwealth Police Office

in Sydney, Your Committee felt that
while the immediate problem had been
golved the circumstances in which the
fraud had occeurred should be examined
fully and reported on as a puide to
departments generally regsrding
wealmesses in administrative arrange-
uwents that permit frauds to occur.

In the case of the Stores and Services
Trust Account operated by the Postmaster-
Genoral's Department on the other hand
we felt that, with accounting and
procedural changes pending. in the
Department a useful purposewuld be
served for the Parliament if we wexe to
obtain a submission relaetive to the
current operations of that Account.

339.
submitted during this Inquiry Your
Committee sees no reason to depart from
its practice established in 1959,0f
critically examining each year the
Reports of the Auditor-General and,
where the circumstances appear to
wvarrant, of conducting a public
examination of matters referred to

in those Reports.

On the basis of the evidence

Treas Minute
(25 Decenber 1971)

The Stores and Services Trust Account
was closed on 16 August 1968, From 1 July
1968 transactions vreviously recorded through
this Trust Account have been financed through

the Post Office Trust Account.
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The Treasury has examined the
Report and has discussed with the departments
end authorities concerned the observations and
conclusions of the Commitiee which have,where
necessary been brought to the notice of
officers concerned.

DEPARTMENT OF THE ARMY

25.
of" payment that occurred involving

In regard to duplications

higher duties allowances, it appears
that in some cases Unit Pay
Representatives have failed o make
adjustments to allowences and in

some instances this failure has
passed undetected until discovered

by Audit during a particular appraisal
of the Army accounting records. Your
Committee notes with satisfaction

that on 25 July 1968 the Department
of the Army issued an instruction to
dravw the attention of Unit Pay
Representetives to the need for
adjustment of higher duties allowance
in each case where a Pay Variation
Authority is issued authorising arrears

of an increase in pay.

The Department of the Army has
advised that action has been taken within
the Army Pay iccounts Cenire to provide a
more effective control over higher duties
allowance entitlements. The Department
considers that, under the computer system
of pay mccounting which commenced on 20
June 1969, the possibility of duplicate
or overlapping payments of higher duties
allowances is greatly reduced,as the
allowance is now entered on the "history"
section of the pay records and is controlled
in the same way as any other continuing
entitlement. Futhermore,when calculating
the amounts due as arrears of pay to members
who have been promoted with retorspective
effect, the system provides for automatic
adjastment for any payments of higher duties
allowance applicable to the period of
retrospectivity.
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264 So far as the failures

to adjust taxation instalments and
statenents of taxable inceme of
menbers arc concernec., it appears
from the evidence tlat the errors
heve arisen vholly within the Army
Pay Accounts. Centre,l:elbourne. In
regard to those errors it appears
that the Centre couprises mainly
staff in the age range of 18 to 22
years and suffers from a high staff
turnover, .loreover, since its
establishment in 1552 the Centre
has expanded rapidly in responsc

to incrvased Army responsibilities
that have occurred gince that time.
‘hile your Committee is sympail:etic
to the problems conironting the
Army Pay Accounts Centre, the
circumstances outlined above high-~
1li-ht the need for supervision
within the Centre to be maintained
at a high level and for administrative
and clerical procedurss to be devised
with care.

27, The evidence tendered The Department of the Army has

shows that the methods of advised that followinz discussions with the
calculation and recoring of taxation Commonvealth Texation Office it was agrecd
deductions for Army personacl are that both the payment of all Department of

fraught wvith a number of difficulties.the Army group remittances and the
One of these, to which our attention »reconciliation of the payments with Army
was attracted in particular, relates sroup certificate details would be handled
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to the system vhercby the Army at the Comuonvealth Taxation Office,

Pay Accounts Centre is required to lielbourne.
deal with cight taxing authorities
including the Collector of Taxes in
the Territory of Papua/ﬂew Guinea.
This arrancement wvas said to have
arison from the fact that members
of the Forces are required through-
out their Service to lodge their
taration returns with the Taxation
Office in the State of their enlist-
ment. This system requires careful
analygis of neubers' taxation
1iabilities on &8 State basis
throughout the year, and while the
total advances made to a2ll taxing
authorities during a year may cqual
the total value of texation group
certificates issued during that year,
adjestments on a State basis are
usually found to be necessary. In
these circunstances ve believe that
the Department of the Army should
explore with the Taxation Department
the posgibility of devising a
simplified arrangement for the

processing of taxetion.

28. The over-advance of
$1,615,000 to the taxation authorities
that occurred in 1967-68 appears to
have arisen mainly from a lack of

prover liaison during changes that
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occurred in staffing at the Army

Poy Accounts Centrs. Although the
Tepartment maintains. e control
register relative to advances made

o the taxation authorities, the fact
that an earlier advance had teen made
was not discovered by a relieving
officer. \hile action has now been
taken to ensure that no advances are
made to the Tazation Depariment irithout
the approval of the Controller,Army
Pay Accounts Centre, we believe that
this arrangement should have been
instituted vhen the Centre was
established. We also believe that
wvhen that Centre was established
instructions should have been issued
to provide for advances to be made to
the taxation authorities at regular
fortnightly intervals, Your Committee
considers that the possibility of
such an overpayment occurring should
have been foreseen and appropriate
preventive action taken.

29, A further aspect of the
over-advance of $1,615,000 undexr

Ttem 693/1/0) has caused your
Coimittee some concern. An amount

of $125,330,000 vas provided for this
Item in the Original Bstimates for
1967-68 and a further %1,670,000 was
provided for the Item in the
Additional Bstimates. At the close
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of the year,expenditure on the Item
reached $127,498,943 compared with

a total appropriation of $127,500,000,
This very close result was, of course,
achieved as a consequence of the
over-gdvance of 1,615,000, But for
the intervention of this factor, the
circumstances on the Item would

have been that an amount: of $1,670,000
had been obtained in the Additional
Estimates of which 855,000 would have
been spent by the close of the
finsneial year, Such a result would
almost certainly have attracted the
attention of your Committee during

its inquiry into expenditure from the
Consolidated Revenue Fund for 1967-68..

30, So far as the matter of The Department has also advised
internal audit is concerned, your that the Internal Audit staff allocated to the
Committee notes that in December Army Pay Accounts Centre applies a

1967 the Department sought one continuous sudit to transactions processed

position of Internal Auditor and that through the Centre,
this was acceptable to the Public
Service Board. So far as this
position is concerned, your Committee
agrees with the views expressed by

the Audit Observer, that, to be
effective, the duties of the Internal
Auditor must be directed primarily
towards appraisal and evaluation
work for the benefit of departmental
management and must include the
preparation of reports upon the
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efficacy of the implementation
of procedures. Your Committee
would emphasise this requirement,
as experience hag shovm only too
frequently that upon appointment,
internal audit staff tende to be
diverted to areas of work in the
general financial administration of
departnents to the detriment of
internal audit,
DEPARTMENT OF EXTERNAL AFFAIRS
(NOW THE DEPARTMENT OF FOREIGN AFFAIRS)
52. The evidence shows that
the property at 59 Rue de la
TFaisanderie was purchased in November
1963, having regard to the fact that
fewer suitable properties were coming
on the market and that property prices

were rising.

53, Your Commnittee agrees with
the vieus expressed in evidence by
the Department of Bxternal Affairs
that the use of a local architect

asg the sole architectural adviser
when the Commonvealth is meking a
purchase in another country is
unsatisfactory. Your Committee
believes, however, that the matter of
security in relation to the
acquisitions by the Department of
Hissions in overseas countries is of
paramount importance. In this regard
the evidence shows that before the
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Rue de la Feisanderie premises

were purchased, arrangements vere
made for the senior Australian
Security Intelligence Organisation
representative in London to inspect
them, and he had expressed the view
that the premises could be made
acceptably secure with e minimum

of expenditure. However, on the
admission of the Department of External
Affairs and the civcumstances relating
to security that arose after the
premises had been acquired, itis’
clear that the ASIO officer concerned
was not adequately briefed and mrde
fully avare of the special needs of
a liission in a foreign country.
Indeed, the evidence shows that it
was very largely the inability

to overcome the security defects of
the premises, even if atruciural
alterations were to be made, that

led to the conclusion that the
building must be regarded as
completely unacceptable as a site for
an Australian chancellery. Leaving
all other considerations aside, it
appears to your Committee that lhad
tﬁe initial security survey been
adequate, the Department would not
have proceeded with the acquisition
of the building. Ve weuld add that
we find this aspect of the matter
quite remarkable,having regard
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to the experience of the Department
in the acqninition of nroverties in
overseas countries,

54, The éviﬂence tendered also
shows that the survey that was made of
departmental accomuoiation needs in
Paris lacked thoroughnesz. We would
emphasise that such surveys are of
considerable imvortance when they

are linked to the possible acquisition
of property and should be made with

care.

RS We were informed in As reported in paragraph 83 of the
evidence that,compared with the Auditor-General's Report for 1968-69, the
purchase price of $578,000, it property at 59 Rue de la Faisanderie was
appeared that, dua to a fall that sold in FMarch 1969 and realised 3545,356

had occurred in property values, the after payment of agent's commission and
proverty misht reelise $461,425 or associated legal fees totalling $32,628.

as little as $289,406 if sold as a
clearad site,thus invelvin» a
substantial loss to tne Australian
Government and hence the Australian
taxpayers, More recently,. however,
we have been advised by the
Devartment that since a selling
campaign commenced on 29 Hovember
1968, the property hasbeen
advertised in Paris neuwswaners and
2,500 descriptive adveriising
brochures have been distributed by
mail. A price has been fixed which,
after allowing for a nepgotinting
margin and foxr sale exnenses, would
result in recovery by the Commonwealth
of the amount paid by it for the
building. On 23 Januury 1969, the
Anbassador in Paris revorted that
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two organisations of good financial
otanding were interested in the
building and thet the azvents believed
that a firm offer aovnroaching the
asking price could be made in the
near future. Your Committee trusis
that it will prove possible for the
buildiny to ve sold without losa.

56. Your Committee also notes
that an interdepartmental committee
comprising officers of the Devartuent
of kxternal Affairs, the Public Service
Board, the Department of dorks and the
Department of the Treasury was appointed
in 1964 to examine building projects
referred to it in connection with
overseas posts, This committee had been
concerned with the provosed building
alterations at 59 kue de la
Faisanderie. Your Committee believes
that a useful purpose micht ve served
if the terms of reference of the
interdepartmental committee were to be
widened to include the acquisition of
premises overseas as wsll as their
congtruction or alteration, and if

the membershin of the committee were

to be widened to include ASIO
representation and, for the nurposes
of vroperty acauisition, a represent-
ative of the Proverty Branch of the
Devartment of the Interior.

Treasury Hinute
(20 January,1972)

The Department of External
Affairs(now the Devartment of Foreign
Affairs)has advised that in all cases where
premises have been acquired for office
purposes gince the Commitiee dealt with the
Rue de la FPaisanderie premises, the
Treasury, the Public Service Board, the
Devartment of Works and the Australien
Security Intellirence Organisation have
been fully consulted and inspections of the
proverties have been made by representatives
of the Depertment of Works and ASIO. A
working party comprising representatives
from the Department, the Department of
Yorks and ASIO has visited various posts
in connection with the assessment of
pronerties. The Department has also
used reputable property consultants who
have first hand knowledge of local proverty
markets,
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570 Finally, the evidsnce
shows that difficulties were
experienced by the Department of
External Affsirs in securing the
gervices of Australian architects
during important phases of the
Rue de le Faimanderie projects
In this regard we note the policy
on vhich the Department of Works.
wag said to be embarking of posiing
Australian avchitects overseas to
assist with the needs of Commonwealth
Missons. Your Committee would
welcome a fimmly based assurance that
the policy envisaged is fully
Justified.

“51m

Tregsury Minute
(20 January 1972)

The Department of Works has
stated that it would not establish overseas
offices unless there was a specific need
related to & major construction project and
thet any such offices established would
exist only for the construction period of
each particular project, Discussions have
been held with the Depariment of Foreign
Affairs to consider ways of providing regular
technical advice and assistance to overseas
Missions generally, jcluding the question
of out posting Department of Works
technical officers to locations overseas.
The Department of Works has also stated that
if it is not economicael or otherwise
practicable to station Commonwealth technical
officers at locations where they could
conveniently provide technical advice and
assistance to Commonwealth Missions, then
consideration will be given to the making
of formal arrangements with competent
overseas consultants to perform the
required services.

DEPARTMENT OF HEALTH

68, It appesrs to your
Committee that the main cmuses of the

incresse that occurred in sundry debtors

related to increases made in fees
as from 1 April 1967, and increased
hospital admissions consistent with

the growth of population in the Territory.

It also eopears,hovever,that debt
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recovery procedures that were instituted
when the charging of hospital fees
commenced in 1955 vere inadequate but
were not amended until the increased
level of debts came under Treasury and
Audit notice in 1967-68, In this
respect e beliave thet the Department of
Health was remiss in not testing the
validity of its debt recovery procedures
prior to that time.

69, Your Cormitter also notes
that to assist the Department in the
exercise of greater control over the
level of outstanding debts, a revision
of management returns submitted by the
hospitals and Divisional Office in
Darwin hes been made. In particular,
arrengements were made in Harch 1968
for quarterly statements imticeting

the nurher and value of outstanding
accounts at each hoapitel end the
Divisional Office in Darwin; an age
anslysis of these debts and comments

on recovery action taken to be suhmitted
to the Department of Health in Canberra
as from 1 July 1968, We believe that
these returns should have been sought as
early os 1955 when the debt recovery
procedures were introduced.
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70 B30 far as the revised The Department has dssued further
procedurcs for debt rocovery by the instructions to liddical Superintendents of
hospitals are conceraed, your the vespective Horthern Territory hospitals

Comrmittee notes that where action is  affiiming procedures for interviering
required by the Charge Sister ofa ratients prior to admiesion, with a view
Yard, most of the ¢if’iculties appear to facilitating payments and collection

to arise vhen discharges occur during of fees. These instructions also re“erred
rather than after normal vorking hours.to the isauve of interim accounts to longer
Difficulties that arise in that area term patients and sought the co-operation
oovviously require the close attention of medical staff in keeping the incidence
of the hospital suthoritiee of "out of hours" discharges to a minimum.
concerned. The evidence shows that In addition, letters of dewand are now
vhile information is obtained from forvarded with the final notice of account
pationts relating to their residential i.e. fourteen days after the date of the
addrossos and occupations and tho names origimal account. This was introtuced with
and address of their employers, ne the object of reducing the ti.e interval
action is ta'en to verify this betueen the date of account and the date
information prior to their discharge. of referral to the Crown lav Office, The
“hile it may not he possible to verify Department has alse taken action to incrcase
this information in all cases, your the staffing: of the Charging Section of the
Committec beliaves “hat some checlis Daxrin Hospital o nrovide clerical services
could be made without distress to up to 10.pems seven days per week to
pationts. TFor examplc,patients could facilitate collection of fees at the +time
be asked to produce thoir motor of discharge,

licenses vhen apolicable,chec’:s could

be made with cmployers and patients

addresses could be checked with

electoral authorities.

Tle The evidonce also The Department has advised that
indicates that considorable progress  the transfer of accumulated debits and
has boon made in the transferring credits from hospital ledgers to the
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of hospital debts to the Divisional
Offioe of the Departuent of Health
in Darwin where subsequent recovery

action is requiréd. to be performed.
;e note,horever, that that office has
only one section dealing with swulry
debtors and we beiieve that the
Departnent must be vigilant to ensure
that effective recovery is mnot
impeded through lacl: of adequate
facilitics in that office,

T2
notes that of the $215,367 outstand~
ing as at 30 June 1968, no less than
$39,557 of the debts concerned vere
in the hands of the Crown Law Office
In

due to the

Your Comuwitites also

in Darvin for recovery action.
this area delays arisc
time involved in court procecdings,
the tracing of debtors,issue of
sumwonses,hearing of cases and
enforcemeat of judgaents. In regard
to these delays your Comnmittoee would
comniend for the consideration of the
authoritics concerned the practice
adopted inSouth Australia vhereby

the clerical stafls of the hospitals

Rureasury lifnuto

(20 January,1572)
Divisional Office hat been completed and
f£irm recovery procedures initiated, In
this c'omection, a review of tho staffing,
organisation and procedures of the Sundry
Debtors Section of the Divisional Office
has been carried out by the Pepartwent's
Organisation and Methods Section. Two
additional positions of Ficld Debt Collectors
were croated and the occupants took up duty
in July and Auzust 1970, The Department
confidently expects that the employment
of. these of{icers will contribute to the
expeditious collection of these debts,
particularly in the settled contres of the
Perritory.

The proposal that staff of the
Department of Health should issue summonses
vas not favoured by the Crown Law Office
becanse deparimental officers would not
have rcady access to the services of legal
officers to guide them on the guestion of
lav and proper Court proccdure and they
would have no right of audience befors
the Court.In addition. Attorney's fees
vhich are recoverable from the debtor vhere
a sumitons is issued by theCrown Solicitor's
Office would not be recoverable if sumionses
The
Attorney~Goneral's Department vas also not

were igsued by the Depariment.

convinced that the issue of summonses by
the Department of lealth would necessarily

issue swamonsos direct against debtors,SPeed up the processoes of recovery, an
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Treasury Hinute
(20 January 1972)

examination of the matters referred for
recovery action to the Crown Law Office,
Darwin having shown that generally they

were pr with r ble promptness,
usually within a few days. In the
circumstances, the Department of Health
does not intend to pursue any further the

idea that it should issue its own summonses,

Referral of debts to the Crown
Law Office for legal recovery action has
been eXpedited. All debts over $7 incurred
by uninsured patients are forwarded
immediately to the Crown Law Office after
processing at the Divisional 0ffice and a
systenm of follow-up has been dbvised in
conjunction with the Crovm law Office whereby
advice is given of the recovery stage
reached with each debt.

A revised procedure for the
processing of third party claims has been
introduced which enables a claim to be
made against the insurance company under
section 73 of the Northern Territory Motor
Vehicles Ordinance,

In regard to workers' compensation
cases, the representatives of the insurance
companies have agreed to assiat the
Department to expedite payments, To
improve the effectiveness of recovery in
this area, the Department has introduced

procedures. whereby the patient completes a

claim form on the employer, which facilitiates
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73. Finally, your Committee
believes that if the sundry debtor
problem of the Northern Territory
hospitals is to be contained as the
population of the Territory increases,
the authorities concerned must
keep under cloge surveillance the
operations of the debt recovery
procedures that have been evolved
and must adjust and refine those
vrocedures without delay should

changes in circumstances warrant.

Treasury Hinute

(20 January 1972)
the claim by the employer on the insurance
company.

The Department has stated that it
ig vaying close attention to the sundry
debtor position at the Northern Territory
hospitals.

DEPARTMENT OF THE NAVY

94, The evidence shows that
the purchase of a trainer,comprising
a computer trailer and a personnel
trailer, for use in the training of
Tracker aireraft crews was arranged
by the Royal Australian Navy in. 1965.
It was delivered at H.M.A.S. Albatross
on 29 November 1967,at a cost of
82,192,000 and was sited beside a
wooden and fibro building which was
to be used as a maeintenance workshope
It was expected that the equipment
concerned would be brought into

The Department of the Navy has
advised that subsequent to the fire,limited

training was accomplished using the personnel
trajler, which contains a fully instrumented
model of the cockpit of the aircraft, and
this training,coupled with the development

of further training aids and devices, produced
a valuable interim 8lternative pending the
arrival of the renewed Weapons System Train-
ing facility. The Department has stated

that although the precise amount of savings
through the use of these interim aids is

not known, the first Operational Flying School

operation on 12 January 1968, and would Was completed in the time allocated for

provide the Department with fiunancial

training and that additional costs over

savings estimated at $1,000,000 a year those exvected by using the Weanons System

for ten years., The computer trailer

Trainer were minimal.
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and the building were destroved by
fire on 25 December 1967, The cost
of replacing the computer trailer
has been asgsessed at about $1,600,000
and replacement is not expected to
be made before November 1969, In
these civecumstances the Deportment
will sustain a loss of expected
savings of about $2,000,000 arising
from the failure of the eguipment to
be placed in service before early
1970. In addition, it is expected
that the cost of replacing the
building involved will amount to
about £70,000. In total,therefore
the economic cost of the fire would
avpear tn be not less than some
83,670,000,

95, Your Committec deplox;es
the decision taken by the Deopartment
to install this hirshly svecialised
and expensive device beside a
temporary wooden and fibro building,
We believe that the Devartmrnt should
have provided a permanent building
equipped with modern fire protection
facilities to serve as a workshop
for this equipment, ¥ Further
belicve that, as the Devartment was
awvare in {965 that the trainer would
be acquired and installea in 1967,

5T

Preagury Minute
(20 January 1972)

The Department agrees with the
Committee's comment regarding the provision
of a special purpose building. Devartmental
project co-ordination procedures which have
becn in operation for some time should
ensure in the future that lead ti es for
2)1 facilities avprovriate to each
oroject are carefully planned.
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it had ample opportunity to »rovide
a beilding of a svi.able standawd.

96, Yout Committee also
notes that it was not until August
1967, some three months prior to the
expected delivery date of the trainer,
that a proposel was raised to provide
a fire alamm and air conditioning
rmonitoring systom for the wooden

and 7ibro building,but at the date of
the fire alterations to the building
were still proceeding and this aspect
had not been implemented, Having
regard to the unsatisfactory decision
to use that building in association
with the trainer equipment, we
believe that decisions relating to
the alteration of +the building trere
not teken soon emough and that the
Department should have ensuved that
a fire alarm ond air conditioning
monitoring system wore installed and
operative before the trainer oquip-

nent vas delivered.

97. Your Committee also notes
that a nasonite doox was installed
between the computer trailer and the
vooden and fibro building, At a
meeting held betweon officers of the
Department of Works end officers

of the Departmont of liavy stationed
at Nowrs, theDepartment of Worke

Treggury idnyte
(20 January,1972)
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officers had specifically raised

the question of whether a fire-proof
door was required in that location,

The officers of the Department of

the Navy, however, had not required
such a door to be fitted., Your
Committee considers that such & decision
represented an error of judgment and
believes that a fire-proof door

should have been installed,particularly
as the masonite door was revlacing

& metal door.

98, The evidence also

suggests that had the door between
the wooden and fibro buildings and the
computer trailer been closed, the
extent of the damage to the equipment
in the trailer might have been reduced
significantly. The apparent need

for thia dooxr to be left open to
provide easy access to the trailer
and to enable staff to take advantage
of cool air provided by the air
conditioning in the computer trailer
reflects a lack of adequate plamning
in the interests of work efficiency
as well as contributing to the fire
hazard.

99. Although the Naval

Board of Enquiry appointed subsequent
to the disaster was wnable to
specifically determine the actual

Treasury Minute
20 January 1972)
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cauge of the fire, it formed the
opinion that the fire had been caused

by the element in an electric urn
located in the wooden and fibro
building becomingred hot and
subsequently bwrming the box on which

it was standing and the fire spread from
that point.

100, The wn concermed had been

nade available for use by civilian

contractors! staff vho vere engaged

on !'setting to vork® of the weapons

systen trainer on behalf of the

United States manufacturers. The

evidence shows, hovever, that when

the urn was installed in the wooden

and fibro building it vas not located

on a fire-resistant hase, although

in i%s previous location it had

been set up on such a base in

accordance with recommendations that

had been made by the Commonvealth

Fire Boards The liaison officer for

the weapons system trainer, who had

arrenged for the urm to be transferred

to the wooden and fibro building,

was unavare of the need for a fire-

resistant base to be supplied with

ite The gvidence also shous that

hitherto the Fire Board's rocommenda= The Department has advised
tions had been circulated to the that although Commonvealth Fire Board
various commands, but there had been circulars had been issued to all naval
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no current order from the Faval
Board making these recommendations
mandatoxy. Your Commitiee believes
that, as the recommendations of

the Pire Board had been circulated
to all ecommands, the liaison officer
concerned should have been aware of
the need for a fire-resistant base
Yo be used in conjunction vith the
urn, We also believe that the Naval
Board has heen remiss in not making
this Pire Board recommendation
mandatory in naval esisblishmenta..

101, Your Comaittee notes with
concern that the comvonents used in
the production of the wms at Howra V
had been withdraw from use on naval
ships using direct current as thers
vas a recoguised danger of their

We note also the
recomnendation made by the Board

of Inguiry appointed subsequent to
the fire that all hot water ums
vithout a nmanual re-gset device should

contacts welding,

be withdramm from service., Your
Committee believes that the danger
inherent in such urns should have
been recognised and manuval re-set
devices. fitted,

that vhere equipment of this nature

lioreover, we believe

is produced by apprentice mechanicians
in treining, very great care must be

Tregaury liinute
(20 Januexry,1972)

establishnents as received the contents of
the circulars had not been made directives
in the foria of Navy Orders. A Navy Order
has noy been issued to 2ll naval establishe
ments which seta out the safeguards vhich
must be talken when using electric wrms and
vhich makes it clear that they are not to
be used unless fitted with an automatic

eut out with a manuel reset device,
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exercised to ensure their.safety
in service and to ensure that they
incorporate appropriate modern
electrical devices.

102, The evidence shows that

the importance of the security of the

trainer had been recognised by the
comnanding officer of the Air

Station and, in specizl orders issued

on 20 December 1967 relating to
night rounds during the Christmas
and Hew Year leave period, the

need for particular attention to be
given %o the weapons system trainer
had been cuphasised,
Haval Doard of Engquiry found that
some of the rounds carried out prior

Hotrever, the

to the fire had not been made asg
efficiently as they wight have been,
due partly to restricted manpower
and transportetion available during
the leave period. Your Committee
believes that, in the intercsts of
security generally <¢his lack of
facilities should not have been
rermitted to arise in a Commonwealth

defence establishment.

103.
your Coumittee that, arising from a
nisinterpretation of Neval Board

instructions, the responsibility for

It also appears to

ute
(20 January, 1972)

Trean

The Depariment has also advised
that standing instructions have been auended
to require Commanding Officers to formulate
orders vor rounds with special regard to
the safety of electrical equipment,including
the fire hazard should failure occur. The
frequency of rounds is to be governed by
the type and function of electrical equip-
ment in operation and the number of remote
indicating fire alarms installed. The
orders are also to swcify the electrical
state of buildings which may be left
wattended betreen rounds.

The Department hes stated
that the amending instruction reuoves any
possibility of misinterpretation by clearly
stating that the “responsible officer®
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the internal security of the wocden is to be an officer of the R.Iz.'ii. or the
and fibro building had been placed f)epartment of the Havye
in error with the civilian technicians

vho wrere engaged in vork on the

ueapons systex trainer, While we

believe that such & misinterpretation

should not have ococurved, it is clear

that the relevout Haval Board

instructions, as they vere framed at

the time of the firve, were insufficiently

osrecise to preveat such a misinter—

pretation.. Me believe that, as the

relevant instruction was amended on

11 October 1968 so as %o remove any

doubt as to the meaning of the term

frosponsible officer?, the llaval .

Board would agrec with this finding,

104, Certain other features

of this matter will be dealt with

in your Committee's later rerort relevant
to the Commonwealth Fire Board.

SUPSIANITUATTION BOARD

121, It appears to your
Committee that the Superannuation

Board entered inte *buy back! investment
arrangements in Pebruary 1966 end
subsequently, arising from amendmwents
that had been made to the
Superannuation Act in 1965, These
anendments requirer, inter alia, the
accunulation of Funds beyond the
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Board's normal cash flow to enable
excess eontributions to be refunded
to contributors to the Fund and to
beneficiaries of the Fund.

122, While it appears that mno
question has been raised as to the
sufficiency or the adeguacy of the
securities involved in this type of
investment and while the funds
involved have not been placed in
jeopardy, the legal opinion tendered
by the Attorney-General's Depariment
indicates that ‘buy back® investments
cannot be regarded es investments

in securities of the Commonwealth

or of & State as specified in
gection 12 (2.) (a) of the
Superannuation Act, notwithstanding
that a dealing in securities of the
Commonwealth or of a State may be

In
these circumstances your Committee
must conclude that the Board should
not have engaged in such investments.

involved in such investments.

123, Whether the Board should
have sought & legal advising before
engaging in 'buy back® investments is
a question to which your Committee

has given careful consideration. In
this regard we noted that the Attorney-
General's Department Observer did not
consider that the Superannation

Treasury Minnte
(20 January 1972)

With regard to the Committee's
conclugion that it would have been prudent
for the Board to seek an advising before
embarking on investments on the 'buy back’
type, the Superannuation Beard has
commented that it considered it had
grounds for believing that 'buy backst®
were investments in Commonwealth securities
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Board should have sought an advieing and, as such, an authorised form of ’
before entering into these arvange-  investuente
nents. On the other hand the evidence :
showa that on a previous occasion

the Board had boen making deposits

with the official short term money

market and that the Auditor-General

had queried the practice because at

that stage it vas held to be beyond

the terms of section 12 of the

Superannuation Act viich, so far as

that type of investment was concerned,

depended on State Trustee legimlation,

Hovever, an amendment had been made

to the trustee legislation in Westera

Australia and as a conscquence. of the

general clause in section 12 of the
Supere.nm'mtion Act, the Board was

emparered to invest in the short term

money market, In view of this |

earlier experience relative to .

investiaents we are inclined to the vieu

that it would have been prudent

for the Boarc to seek an advising

before embariing on investments of

the 'buy back' tyme .

124. The evidence submitied
also shows that since the early
1960's the Board has bsen concerned
gbout its inability to obtain the
best possible return from investments
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and to arrange adequate diversification
of the invesiment of contributors!
funds.
Board raised with ‘the Department of

the Treasury in March 1967,the question
of a revision of the investment
provisions of the Superannuation Act
including some extension of its
investment powers. Although this

has been the subject of discussion
between the parties concerned, we

were disturbed to learn that, at

the time of our inquiry, no decision
had been reached. on the matter. Having

In these circumstances the

regard to the problems that have
confronted the Board in recent years
we believe that the Department

of the Treasury and the Sﬁperemuation
Board should make strenuous efforts

to resolve the matter satisfactorily.

Treas Minute

T80 emiary, 1572)

Whether there should be
presented to the Parliament amendmente to
the Superannuation Act to extend the powers
of the Superannuation Board to invest the
moneys of the Superannuation Fund is a
matter for decision by the Government. The

subject is receiving active consideration
st the official level,

HIGHER DUTIES ALLOWANCE

131, Your Committee is
disturbed by the fact thet there has
evidentl:,:r been a wide spread fallure
on the part of departments to comply
with the provisions of Public Service
Board General Order 7/4/16, We trust
that the action commenced by the
Board in its eircular of 9 August 1968
to departments will yield positive
results in regard t¢ compliance with
the General Order, and will also
provide information to enable the
Board to establish satisfactory
uniform procedures in relation to

higher duties allowances, We will

The Public Service Board issued
a eircular on 7 November 1969 to all
departments drawing attention to previous
shortcomings in the procedures wxelating
to the payment of higher duties allowances
and listiné procedural checks that could be
The circular (P.S.B. Memorandum
1969/7) also drew attention to the
Committee's comments regarding the break-

adopted.

down in training or instruction of officers
engaged in the calculation and checking

of higher duties entitlements and requested
departments to ensure that leave and salary
clerks are fully instructed on procedures
and their responsibility to apply accurately
the provisions of General Order 7/4/16.
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appreciate advice in dus course,.

of the outcome of the Bourd's
inguiries in this matters

132, The evidence takern also
suggests that there may have been

some breskdown in departments in the
training or instruction of comparatively
Junior officers who are engaged in the
calculation and checking of higher
duties entitlements. We trust that

all department will examine this aspect
of their operations without delay.

CONCLUSIONS
13%e Your Committee's inguiry

this year covered eight matters to.
which the Auditor-General had referred
in hig Report. One of these,however,
related to Subscriber Trunk Dialling
facilities, a matter with which we
have been concerned in the context
of some of our more generalised
departmental inguiries. Because of
this wider area of interest and the
considerable importance of these
facilities, v felt that we should
report separately on this matter and
accordingly a report on these
facilities will be presented to the
Parliament shortly. Arising from
the hearings intoe the fire that
occurred at the Naval establishment
at Nowra, New South Wales, on 25
December 1967, we also had occasion
to examine the arrangements of the
Commonwealth Fire Board. The specific

Treas Minute
(20 January 1972)
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evidence tendersd led us to the
conclusion that s separate report
should be submitted to the Parliament
on that matter, °

154, Your Committee's conclusion
relative to the matters included in this
Report are set out as follows:

Department of the Army eessPage 10
Department of External Affairs ....Page 19
Department of Health vesoPage 25
Departuent of the Navy ses.Page 33
Superannuation Board eesoPage 42

Higher Duties Allowance »sesPage 45
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Chipter 4 = Treasury Minuts on the Ons Hundred and
8ixth Report relating to the Commonwealth
Fire Bosrd.

Sommitiee's Conclusiony

Ous Bundred agf Strh Renort
25 March 1969

35, The evidence shows that
since 1909 the Commonwealth, to the
greatest extent possible has acted
as its own insurer for all property
under its control. Directions issued
by the Department of the Treasury
require departments, in accepting
insurable risks on behalf of the
Commonwealth, to ensure,among other
things, that there is a saving to
the Commonwealth by accepiing the
risks and avoiding the cost of
premjums which would otherwise be
payable directly or indirectly from
Commonwealth Funds, & further
obligation rests on deparimenis to
ensure that any such property is
under effective Commonwealth control
and all safeguards, including fire
protection, are exercised against the
occurrence of risks for which the
Commonwealth is acting as its own

insurer.

T
{23 December 137%)

The Tr'enury has examined the
Report and has discussed with the departments
and authorities concerned the observations
and conclusions of the Committee which have,
where necessary, been brought to the notice
of the officers concerned.
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36, When. this policy was adopted

a Pire Board was appointed, at first
on & temporary basis but permanently
as from 1919, From that year until
4928 the Board experienced difficulties
in defining its aims and functions.
However, the evidence shows that, due
to a large reduction that occurred in
Commonwealth building activity in 1930,
the Board was abolished. Although an
attenpt was made in 1941 to re-establish
the Board, the exigencies. of the war
prevented its re-esteblishment until
1946.

37s It appears to Your Committee
that, upon establishment, the purposes
of the Fire Board should have been
enunciated clearly. It also appears
that, as the Commonwealth had

acquired property to a considerable
value by 1930, the disbandment of

the Pire Board in that year, on the
ground that Commonwealth building
activity had declined, was not justified.

Adeguacy and Effectiveness Survevs

38, The evidence shows that The Department of Works has
gince its re-establishment in 1946, advised that the Objectives, Methods and
the Fire Board has relied to a large Administrative Arrangements of the

extent upon the delegation of its Commonwealth Fire Board have been revised.
work,particularly to the Department The revised Methods provide for random

of Works which has a responsibility inspections of the results of surveys
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for the maint of C 1th
property. In this capacity the
Departuent arranges for its firs
protection officsrs to make Adequacy
and Bffectiveness Surveys of
Commonwealth property. We were
disturbed to learn, however, thati the
reports arising from these surveys

are not forwarded as a matter of
course to the Fire Board and that,
indeed, thet Board has had access to
very few of these survey reports.
Your Committee believes that all
Adequacy and Effectiveness Survey
raports prepared by the Department of
Works should, as a matier of course,
be forwarded to the Commonwealth Fire
Board.

=T

Treagury Minute
{23 December 1971)

undertaken by the departments and
authorities responsible for the 'mintenance
of installed fire fighting smd protection
facilities. The Department considers
that it would be too time-consuming and,
in many cases,unproductive for all
Adequacy and Effectiveness Survey reports
prepared by the Department of Works and
similar reports prepared by other
departments and authorities to be
reforred to the Commonwealth Fire Board.

Interstate Inspections

39. Your Committes notes that,
ginge 1965, the Fire Board has engaged
in inter-3tate visits to improve its
lialson with State fire-fighting:
authorities and to ‘carry out inspections
of Commonwealth buildingse Your
Committee believes that, rather than
rely mainly on the advice from Directors
of Works in the States visited as to

the inspections that should be made,
the Fire Board should wholly develop

its own programme of inspections,based
at least in part on Adequacy and
Effectiveness Reports that it has
received, Its inspections should be
designed to ensure that all Commonwealth

The Department of Works has advised

that the number of Commonwealth buildings
throughout Australia approximates 52,000
with an approximate yearly incresse of
500, The Department considers therefore
that es the Commonwealth Fire Board is
part~time. and advisory it is completely
impossible for the Board to inspect om.
& regular and effective basis all
Commonwealth property.

The Department of Works with its
fire protection officers undertakes
inapections of the property of
Commonwealth Departments and the Fire
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25 March 1969)

property is inspected on a regulsr

and effective basis, Your Committee
envisages that such a programme would
include the re-inspection, as required,
of property vhere the Fire Board had
previously discovered sub~standard fire
protection features. Your Committee
aloo believes that, while the Fire
Board maintains its present form and
relationship with the Department. of
Works,details of its proposed programme
of inter-state inspections should be
subnitted annuelly to the Finance Officer
of that Departuent to serve as the
basis of & properly constituted
estimate of travel for the Board.

z Minute
25 December 1971)

Board underiakes random inspections

when it meets in Melbourne and

during its interstate visits, In

this way, the fire protection of
Commonwealth property is kept under
review. If the Fire Board inspected

all Commonwealth property on aregular
and offective basis, a considersble staf?
of inspectors would be required and this
would also mean a duplication of the work
carried out by the Department,

The Commonwealth Fire Boerd
noy submits annually to the Finance Section
of the Department of Works ite estimated
edministrative expenses,including travelling
expengesg,.

Fire Bogrd Reports

40,
prepared by the Fire Board are currently
supplied to the Director of Works in a
State visited by the Board and are also
supplied to departments occupying
inspected buildings, Yoyr Committee

While copies of reports

believes that, as & matter of courss,
such reports should be forwarded also
to the Property Branch of the Department
of the Interior in the State concermed.

The Department has stated that
the Commonwealth Fire Board will, when
defective fire protection features have
been obaerved, forward copies of its
reports to the local State Branch of the
Department of the Interior in those cases
where it is the landlord.
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4. We were informed that
during its inspections the Board may
peruse plans ’neirlxg prepared for new
buildings and check that the proposed
£ire precautions are satisfactory. We
wore disturbed to lears, however, that
the. Fire Board has not always taken the
opportunity provided to peruse plana

of proposed buildings., Your Committee
is of the opinion that such a position
is not consistent with the 1946
Charter of the Fire Board, which
included the words 'to supervise
requirements of the Commonvealth in
regard to fire fighting principles and
appliances and to ensure uniform
application of approved methods
throughout Commonwealth departments.®

Trea, Minute
(23 December 1971)

Paragraph 3(1i11) of the revised
Methods of the Commonwealth Fire Board
prdvidr for "random examination of the.
protection proposed in new conetructions®,

Commonwealth Statutory Authorities

42, Your Committee notes that
the Fire Board inspected the
television studios of the Australian
Broadcasting Commission in Sydney in
March 1966.
Commigsion ig not a Commonwealth
department, the Fire Board felt
réluctant to make formal recommendations
As the Fire
Board was evidently competent to

inapect the studios, Your Committee

However, as the

regarding the studios.

Commonwealth Statutory Authorities
do not stand in the same position in
relation to the Commonwealth Fire Board
as departments. Subject to whatever’
restraints may be imposed in their
constituting legislation in relation to
perticular matters,Statutory Authorities
are free to conduet their affairs in
whatever manner they think will best
enable them to discharge the responsibilities

with which they are charged. This extends
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believes that it should have offered
a formal report to the Commission
for its guidance. However, the
fact that this reluctance existed
points to & s‘croﬁg need for the role
of the Board in relation to properties

occupied by Commonwealth Statutory
Authorities to be clarified.

Tre:

43, Treasury Direction 33/11
specifies that depertments shall
report the occurrence of fires on
Commonwealth property to the Fire
Board and itemises eight matters

that shall be included in such reports..

Your Committee is disturbed by the
fact that while the Chairman of the
Fire Board receives all departmental
reports relating to fires, these
reports are made available to other
members of the Board at the Chairment's
discretion. Also,decisions are

taken by the Chairman as to whethexr
additional information should be
sought from departments, We were
informed that this procedure has been
adopted because the Fire Board is
concerned with the principles of

fire protection and with the adequacy
and effectiveness of fire preceautions,
fire detection, and extinguishing

equipment, Your Commitiee believes

Treas Minute

125 Desenver 1971)
to arrangements made for the protection of
property and staff against fire. At the
same time, it_ia desirable that the
services of the Commonwealth Fire Board
ahoul(i be available to any Statutory
Authority that seeks its assistance and
the revised Objectives,Methods and
administrative Arrangements allow for this.

Direction

Since May 1969,a11 members of
the Fire Board review each departmental
fire report where the value of damage is
stated as exceeding $1,000 and alsc any
fire of an unusual nature, and decide
corporately on any further action
required in these casea.
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that because of thees factors and
because Troasury Direction 33/11 states
that departments shall report the
occurrence of fires on Commonwealth
property to the Fi;.‘e Board, the
members of the Board itself should
have scceas to each deparimental
report and should decide,corporately,
on any further action that is required
in each case,

44. So far as the report by
the Department of the Navy relative

to the fire at Nowra is concerned,

it is clear that, in accordancd with
the. requirements on Treasury Direction
33/11,the department should have
furnished the Fire Board with details
of the value of the loss incurred as
soon as that loss had been assessed.
We algo believe that the Fire Board
should have specifically sought that
information from the Department prior
to 30 June 1968, We further believe
that it would have been appropriate
for the Chairman of the Fire Board,
when he discovered from other sources
the value of the loss incurred in the
Nowra fire, to have sought confirmation
of the figure involved from the
Department of the Navy for inclusion
in the Fire Board's report for 1967-68 .

T Minut
23 December 1971)

The Department of the Navy has
advised that the report to the Fire Board
in January 1968 stated that the damage wes
Mundeclared" as the amount of the
financial loss had not been assessed. The
Department agrees that a f£ollow-up report,
should have been made when the estimated
demage was apsessed. Action has been
taken to ensure that follow-up reports

will be made in eny similar cases in
future,

The Department of Works has stated
that the Commonwealth Fire Board now follows
up all reports received whether these are
direot or indirect, and all information
noted from sources such as the press.
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45. Your Committeet's The Commonwealth Fire Board is
examination of the anmual reports of nos preparing statistics on the basis of
the Fire Board shows. that these reports fires occurring during a financial year.
rolate each year to information report- The Board's Annual Report for 1968-69
ed by departments in that year rather was compiled on this basis,
than to the fires that occurred in
that year. While the basis on which
the annual reports have been compiled
is stated clearly, Your Committee
doubts. the value of reports compiled
in thet manner. In one instance, for
example, we discovered that the number
of fires shown as having been reported
during the financial year 1964-65
included an appreciable number that
had, in fact, occurred in 1963%-64 but
which had not been reported to the
Fire Board until the following year.
Your Committee believes that the annual
reports of the Board would serve a
useful purpose if they related to the
fires that occurred each year even if this
involved the amendment, in a later
report, of figures reported for an
earlier year, We consider, thet where
the Board finds at the time of
preparation of its annual report, it
hag not received all of the statistical
detail relevant to fires that occurred
in that year, it should either report
that the detalls are not yet available.
or should publish such details as it
has in its possession and indicate that
they are subject to revision.



=TT

Lommittee's Conclusions

One Hi ed_and Sixth Report
{25 March 1969§

46, The reports of the Fire
Board have not been furnished to the
Minister for presentation to the
Parliament. We were informed that
8o far, there has been no procedure
or requirement for this to be done.
In this regard we note that when the
Fire Board was established initially,
one of its duties included the
obligation to report to the Minister.
As the Commonwealth, to the greatest
extent possible, acts as its own
insurer for all property under its
control, Your Committee is strongly
of the opinion that the annual
reports of the Fire Board which
relate to a major cause of loss of
Commonwealth property, should be

made available through the Minister
to the Parliament. Your Committee
rejects the view put forward in
evidence that as the Board is purely
advisory in nature, it might be somewhat
improper if portions of the reports,
which are in e degree, critical of
the administration of Commonwealth
depertments,were to be given wide
publicity.

47,

has made several recommendastions which,

In this Revort Your Committee

on the evidence,it believes would
improve greatly the effectiveness
of the Fire Board in the Public interest.

Dreasury Minute
{23 Decomber 1971)
The Annual Report of the Board
¥will in future be submitted to the
Minister for }iorks,i‘or distribution to

members of both Houses of Parlisment,heads
of Commonwealth departments,authorities

or instrumentalities, and other interested

organisations and persona,

Action has been taken to
reconstitute the Board and copies of
the Objectives,Mothods and Administrative

Arrangements applicable to the Commonwealth

Fire Board are attached as Annexuves A,B
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However, we have noted that under and. C reapectively, The three procedural
its present arrangements the Board statements have been concurred in by the
lecks any forn of Statutory Authority.  gommonweslth Fire Board and spproved by
The absence uf such authority was the Minister for Works.

referred to by the Chairmen of the

Board in the context of the Board's

incapacity to ensure that advice

vwhich it gives to departments is

acted upon, In these circumstances

Your Committee believes that if' the

need for such an advigory fire body

exists,consideration should be given

to the re-constitution of the Board,with

clearly stated respongibilities,

including that of reporting to the

Hinister and to the Parliament.
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ANNEXURE A
COMMONWEALTH FIRE BOARD

OBJECTIVES

1. To ascertain as to whether, in Commonwealth

owned or occupled property, staff and employees, the public,
property, services and goods are protected against the occurrence
and results of fire by effective and efficlent means, consistent
with sound community practices and the cost of maintaining these
standards.

2, To advocate uniformity of practices and
standardisation 1n fire protection, as appropriate, throughout
Commonwealth Departments.

3. To encourage a consciousness in Commonwealth staff
and employees of the importance of fire protection for lives,
property, sérvices and goods.

b4, To act as a source of advice to Commonwealth
Departments on fire protection matters giving, where appropriate,
due consideration to the responsibility of the Commonwealth
Department of Works for the "Design, Construction and Maintenance!
of Commonwealth works.

5. In relation to fire protection matters, on
request of Commonwealth Authorities/Instrumentalities, carry
out inspections and act as a source of advice,

. To advlse Commonwealth Departments where it is
considered that deficlencies in fire protection exist,

T Assemble and distrlbute, with its concurrence,
information on fire matters prepared by any Organisation,

8. To report to the Minister for Works annually on
the extent to which these aims are being achileved,

MELBOURNE

Revised
October, 1971,
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ANNEXURE B
COMMONWEALTH FIRE BOARD
METHODS
1. To'review reports on all fires which occur in

property owned or occupied by Commonwealth Departments.

2. To inspect and advise upon arrangements which
exist for regular surveys of fire protection methods and
practices.

3. To examine the extent to which individual
Commonwealth Departments are achieving the objectives of
the Board by it undertaking:-

(1) random inspections of fire protection facilities
and their serviceability in Commonwealth properties.

(i1) random examination of standing instructions. on
action to be taken in the event of fire.

(111) random examination of the protection proposed
in new constructions,

(iv) receipt of reports of all fires in Commonwealth
owned or occupled property.

(v) random inspections of the results of surveys
undertaken by Commonwealth Departments responsible
for the maintenance of installed fire fighting and
protection facilities,

4, Advice to Commonwealth Departments and to
Authorities/Instrumentalities, of the results of insnections
and analyses of reports received.

5. Maintain liaison with Fire Fighting Authorities,
the prime objective being standardisation and uniformity of
practices.

6. To distribute information and advice on fire
protection matters to Commonwealth Departments and other
interested bodies.

Te To issue an Annual Report on lts activities to
the Commonwealth Minister for Works.

MELBOURNE

Revised

October, 1971.
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ADMINISTRATIVE ARRANGEMENTS

APPLICABLE TO COMMONWEALTH FIRE BOARD

1. Responsibility

The Commonwealth Fire Board will be responsible to
the Minister for Works through the Director-General of Works.

2. Executive Officer

The Chairman shall be the Executive Officer of the
Board. He shall be full time on Commonwealth Fire Board duties,

3. Annual Reports

The Commonwealth Fire Board will, through the
Director-General of Works, report to the Minister for Works
annually on the activities of the Board in achieving its
objectives.

Following acceptance by the Minister, Annual
Reports of the Board will be distributed to members of both
Houses of Parliament, Heads of Departments, Authorities and
Instrumentalities, other organisations and persons who would
be interested.

4, Membership
The Commonwealth Fire Board Members shall be:w

A Chairman, a Senlor Professional Officer of the
Commonwealth Public Service, whose selection shall be concurred
in by the Minister for Works,

A Member representing the Commonwealth Department
of Works (to be nominated by the Director-General of Works).

A Member representing the Defence Group of
Departments (to be nominated by the Seeretary, Department of
Defence).

A Member representing Civil Departments (to be a
nomination agreed to by the Departments of P.M.G., Civil Aviation,
and Interior).

A Member who is a Senior Officer of a Capital City
Fire Brigade or Fire Fighting Organisation.

A Member who represents the Flre Research Section
of the Commonwealth Experimental Building Station.

The foregoing five (5) Members shall be appointed
by the Minister for Works,

These five (5) Members shall be appointed for a
period of three (3) years except in respect of the first
appointments when the

Defence Department Member
Fire Brigade Member
Commonwealth Experimental Bullding Station Member
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then shall hold office for a period of four (4) years and
subsequent appointments to these offices to be for a period
of three (3) years.

When a matter of importance is to be considered by
the Board 1t may request the attendance at the discussion of a
representative of any Department, Authority/Instrumentality likely
to be affected.

The Board may also arrange for advice from within
or without Departments, Authorities and Instrumentalities,

5. Meetings

The Board shall meet as frequently as it considers
necessary but at no greater intervals than two months.

All Members shall have equal voting rights,

In the event of a deadlock the Chairman shall have
a casting vote.

A quorum at a meeting shall consist of four Members.

In the absence of the Chalrman Members present at a
meeting shall decide on one to act as Chairman of the meeting
until the Chairman attends.

Each Member, if he is unable to attend, shall arrénge
for a deputy to be present at the meeting,

The Secretary will attend and carry out all
administrative matters assoclated with Meetings of the Board,
He shall not be a Member of the Board.

6. Secretariat

The Commonwealth Department of Works will provide
a. Secretariat to the Commonwealth Fire Board including
accommodation, a secretary, other administrative assistance as
required, office requisltes, telephone services, stationery and
any other like adminlstrative expenses,

7. Financial Arrangements

The salary and allowances of the Chairman and
Officers of the Secretariat, emoluments (as approved by the Higher
Salaries Committee of Cabinet), general administrative expenses
and the like to be debited to the appropriation approved by
Parliament for the Department of Works. The cost of fares and
travelling allowances for the Fire Brigade Member should be
debited in a like manner,

The Commonwealth Fire Board will submlt annually
to the Director-General of Works its estimated cost of general
administrative expenses,

The salarlies, allowances and general expenses of
Members of other Commonwealth Departments shall be met from funds
appropriated to thelr own organisations.,
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The Director-General of Works will cause to be
kept sufficient accounting records, on a sectional costing basis,
to dlsclose the actual annual costs of the Commonwealth Fire
Board, as distlnct from the cost of the operations of the
Department of Works.

8., Treasury Direction 33/11

The Commonwealth Fire Board shall arrange for and
review under the abovementioned Treasury Direction reports of
flres where the value of damage is stated to be in excess of
$1,000 and decide corporately on any further action required in
these cases, Similar action is to be taken for fires of unusual
circumstances lrrespective of value and any other fires considered
by the Chairman warranting attention by the Board.

9. Emergency Decision

When an urgent decision is required the Chairman
of the Board will call an emergency meeting, but if this cannot
be arranged he shall obtain the agreement of the majority of the
Members by telephone or personal visit or discussion and act on
the decision reached., He shall, as soon as possible, circulate
the decision in writing and submit the matter for confirmation
at the next Meeting of the Board.

10, Minutes of Meetings of the Board

The Secretary of the Commonwealth Fire Board
shall maintain a written record of all matters discussed and
decided at Meetings of the Board.

A copy of the Minutes of all Meetings of the

Board shall be submitted to the Director-General of Works as
soon as practicable after the date of 1ssue,

MELBOURNE

Revised
October, 1971.
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and Thirteenth Repoxt releting fo
jhe Beport of the Auditor-General,
Financial Year 1968-69.

Preasury Minute
(10 February 1972)
The Treasury has examined the

Report and has discussed with the departments
concexrned the observations and conclusions

Committea' Conclusi

One Hundred rteenth Re
(23 Soptamber, 1969)

of the Committee which have, where necessary,
been brought to the motice of the officers
concernade

DEPARTMENT OF THE ARMY
Purchase of Utility Trucks in Australia
22, The evidence shows that
during 1968~69, payments were made prior
to delivery in respect of 200 utility
trucks valued at $620,405; 45, 2k ton
trucks valued at $181,920; 16 tractor
type trucks valued at $419,533 and
3 wheel type tractors valued at $109,763.
In all, the payments concerned amounted
to 81,340,621

23. Your Committee regards in a
most serious light, the nature of thess
transactions and the motives that were
said to have inspired them,

240 The persons involved in the The Department hus advised that

irregularities were an Army Officer of
the rank of Colonel, three Lieutenant-
Colonels, a Major, a Lieutenant, two
Sergeants and a Private together with
five civilian officers, two of whom
We note with
great concern that the more senior

were of senior status,

charges were preferred against two of the
senior militaxry personnel involved; ore was
dealt with by the Commanding Officer and one
by General Court Martial. In both cases the
charges were dismissed.

The Department has also advised
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officers in this group were aware of
the fact that they were committing
irregularities and we trust that
appropriate action will be taken
in these cases by the authorities
concerned.

25. So far as the motives
underlying these irregularities are
concerned, your Committes accepts that
there will always be pressure within
the Army and indeed within all
departments to obtain equipment as
quickly as possible, to ensure that
claims are submitted promptly by
contractors and that payment against
these claims is paid correctly with
ninimun delay after the stores

While
the Department claimed in evidence

concerned have been delivered.

that it had not made any suggestion

or issued any instruction that any
irregularity should be engaged in

with a view to achieving expenditure

in the year of Appropriation, we find it
somewhat remarkable that several senior
Army and civilian officers of the Depart-
ment should have misinterpreted the
relevant requirements. If those require~
ments are capable of ready misinterpret-
ation,then it appears to your Committee
that they require urgent review.

Treasury Minute
(10 February 1972)

that the established facts indicated that the
other military personnel involved were

acting on the instructions of their superiors;
accordingly, these members were not charged,
but have been orally reproved,

Six civilien officers concerned
were charged under the Public Service Act
with having acted improperly. Three of these
officers were reprimanded;no disciplinary
action was taken against the other three
because they had followed directions given
by their superiors,
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26,

loss had actually been ‘suffered by the
Commonwealth and it found no evidence
that there had been any intent to defraud
the Commonwealth, It further indicated
that there was insufficient evidence to
suggeat that collusion in the sense of
an intention to defraud, existed in the
occurrence,

We note from the evidence that
the Court of Inquiry took the view that no

In this regard your Committee

Tre. Minute
(10 February 1972)

can only observe that several senior officeras

had successfully acted in concert to
achieve an improper purpcse. Moreover,
they had acted in a manner which, with
different motives, could have resulted in
a large scale fraud with substantial
,loss to the Commonwealth,

27. Based on the findings of the
Court of Inquiry we believe that the
Department should examine, as & matter of
urgency, the records maintained at its
stores depots and that matters relating
to progress payments made under contract
should be examined in the offices of pay-
ing authorities.

The methods of exercising control
over authorisations and expenditure were
thoroughly examined by the Department and it
was found that only minor variations to. the
system were required. Subsequent examination
of the system in operation has proved it to

be satisfactory.

The Court of Inquiry indicated in
its findings that it had found nothing to
suggest that the system and method of control
of stores was inadequate if administered
responsibly. This conclusion was confirired
within the Department by a comprehensive

independent review of the systems of control
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28, The Court of Inquiry
indicated that while it had teken no
specific evidence in relation to initial
checking and audit requirements, there
was no evidence to indicete that there
were any inadequacies in these areas.
Nevertheless, your Committee is strongly
of the opinion that the Department should
examine these areas of its administration
at the earliest opportunity.

29, Finally, your Committee would
report with concern, that the present
case is not the first to come to its
attention, in which an unacceptable course
of action has been pursued to ensure the
expenditure of funds in the year of
Appropriation.

Zrea: Minute

Tio Febraa nary 1972)
and by Internal Audit examinations at the
end of the financial years 1969-70 and B70~T1

vhich showed that the systeme are adequate and
are being operated efficiently.

An examination was slso made of
the procedures currently followed for control
of progress payments under contract arrange-
ments, A further instruction has been
issued emphasising the responsibilities of
Certifying Officers and claims examiners and
introducing more specific procedures for the
recording,contrel and adjustment of advance
and progress payments.

The Department examined the
internal checking and Army audit procedures
and programmes. and concluded that a normal
audit system could not be expected to discover
and prevent an irregularity where several
officers have combined to falsify a series
of documents. However, arrangements have been
made for speciel internal audit reviews of
payments for stores and supplies at the end
of a financial year, with a view to detecting
any future cases of this nature.
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304 In our examination of The Treasury Minute on the
Expenditure from the Consolidated Committee's Eighty~fourth Report forwarded
Revenue Fund, 1967-68, the evidence to the Committee in June,1971,advised that
showed that the Department of Civil Treasury Circular 1967/G3 had been withdrawn
Avietion had srranged for the variation and new guidelines for the payment of accounts
of contracts to achieve that objective. had been issued to departments,

In that case we expressed the view that
our Reports and the relevant Treasury
Circular 1967/G3 were directed to the
problems that arise where claims for:
work performed and services rendered ave
not obtained and paid prémptly. Accord-
ingly, we were unable to reach the
conclusion that the Treasury Circular
concerned in that case either intended or
sought to encourage the varying of
contracts to ensure the expenditure of
‘appropriated funds.

. Purchase of Amplifiers in United States of Ameries

57. From the evidence submitted

it appears to your Committee that, due

to the urgency of the requirement an

order for 170 amplifiers was placed on a
United States manufacturer in May 1967 and
a further order was placed in January 1968,

58. When the first order was
placed it was known that the United States
Army had placed & limited period contract
on the same manufacturer for the same type
of equipment. A5 the Australian Army
does not undertake a great amount of
designing and research work on equipment
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of this nature in Australia it relies
to a considerable extent upon the
development work carried out in the
United States and was therefore guided
by the fact that the United States Army
had placed such a contract.

59 During 1967 the Australian
Army was aware, through informal advices
that the United States Army was
experiencing problems with the design

of the equipment and that modifications
had been introduced into the specificat-
ions relating to that contract. Although,
evidently, the United States Army
accepted the equipment later in that
year, your Committee believes that the
Australian Army should have been alerted
when it was discovered that difficulties
wore being experienced by the United
States Army.

60. In April 1968 the Australian
Army became aware, again through
informal advices, that the United States
Army had suspended all action on the
amplifiers while it re-evaluated
another equipment. Due to a breakdown
in signals however, this information
was not conveyed to the appropriate
technical staff. Your Committee takes
a moat serious view of the failure.

of a signel to reach its proper
destination. But for this failure, the

Preasury Minute
{10 Pebruary 1972)
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Army may well have avoided taking delivery
of the: amplifiers,

61, Following & visit by AAS(W)
to the United States manufacturer late
ir June 1968 it was veported that the
370 amplifiers concerned had been built
to the specifications called for in the
Australian Army contract and incorporated
all modifications sought by the United
States Army. Tho report also indicated,
however, that the amplifiers concerned
were intended for use in a2 manpack role
only. We believe that this limitation
ghould have prompted the Department of
the Army to a closer examination of the
natter rather than make a decision to
expedite deliveries to Australia.

62, YTour Committes notes with
concern that,evidently due to a further
failure in communication, Army Headquarters
in Australia was not made aware that
unusual stipulations had been applied by
the American authorities to the export
licence covering 170 of the mets,

63. It appears that the manufact-
urer shipped the remaining 200 sets to
the Freight Forwarder in New York before
obtaining formel inspection certification
on the invoices, allegedly in exror. The
error was not lmown to AAS(W) until it
was discovered by ACG Procurement Section
after payment had been made to the
manufacturer. The evidence shows that
the inspection documents should have been

Tre; Minute
(10 Pebruary 1972)
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provided with the claim for peyment but

the staff in the Army Office in Washington
were not aware that the documents had not
been provided until they were informed of
this fact by the ACG(New York). At that
atage it was too late for the sets to be
returned to the manufacturer as they had
been shipped to Australis, Your Committee
believes that this situation ghould not have
been permitted to arise aund that it reflects
adversely on the Australian Consul-Genersl's
Office in New York.

644 In this regard your Committee
notes that in its Ninety~eighth Report

it commented critically on the location
and administration of the Australian
Consul-General's O0ffice in New York

in connection with accounting arrangements
in North America and the purchase of
destroyers by the Department of the Navy.
Your Committee also notes that, following
a comprehensive study by representatives
of the Public Service Board and the
Department of the Treasury a decision

has been taken with effect from 1 July
1968 to .close the ACG Defence Procurement
.Sections in New York and transfer all
responsibilities for procurement to the
Australian Embassy in Washington where
they will be under the control of a
separate Contract Board. This change in

%‘ms_uauﬁm
10 Pebruary 1972)
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a; g ts should ov the problems
that have arisen in the past in that area.

65, A technical evaluation made
of the amplifiers subseguent to their
arrival in Australia indicated a number
of unsatisfactory features which have

been set out in this Beport, Apart from
those matters, your Commitise notes with
considerable concern the fact that the .
equipment is not considered to be of a
standard desired for the military
communications equipments, due primarily
to 1ts poor mechanical design and the
departure from the current policy require-~
ment for plug-in assemblies,repair
accessibility and minimum down-time,.

66, After taking into account The proposed course of action set
the estimated cost of $307,000 for the out as the first alternative in its confidential
development of a modification kit to submission on the purchase of amplifiers, is
engble the amplifiers to be used in being pursued by the Department.,

a vehicular role and the further action
contemplated by the Depariment and
submitted in confidence, your Committee,
recognising that commercial alternatives
should not be disclosed, believes that the
Department should pursue to the fullest
extent possible the proposed course of
action set out as the first alternative
in its confidential submission.
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67. " Finally, your Comrittee
believes that & major cause of the
failure of the amplifiers to meet the
Australian Army's requirement has arisen
priparily from the fact that the equip-
ment was not classified ®*Standard A*
by the United States Army when it was
ordered but was classified 'Limited
Whilewe recognise that
instances will always arise where the

Production'.

urgency of a requirement justifies the
acquisition of items that have not been
classified 'Standard A's Your Committee
believes that special arrangements should
be. introduced in the Department of the

Tressury Minute

T0 Februazy 1972)

The Pepartment has issued
ingtructions which specify that where in
gpecial circumstances an Austrslian order is
placed for an item of United States equipment
not classified *Standard A', the order shall
be kept under close and constant scrutiny to
ensure that any change in status of the
equipment. or developments which might affect
a decision to continue with production is
immediately brought to the notice of higher
authority.

Army to provide review procedures additional

to those already in operation, to meet the
needs of such cases.

DEPARTMENT OF THE NAVY

Interim Search and Rescue Craft

90. There are several features
of the evidence in this case to which
your Committee would invite attention.

91. In 1963 the Department of the

The Department has advised that

Navy acquired two craft from the Department surveys of the two craft acquired from the

of Air for use in the SAR role off Jervis
Bay in New South Wales, Following =
cursory inspection in October-November
1964 of the four craft involved a replace-
ment inspection carried out in February

Department of Air in 1963 were carried out

in the latter part of 1962. They revealed

that generally the craft were in poor condition
but,with appropriate repairs, which were
subsequently undertaken, they would be acceptable
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1965 showed that two of the craft were for use in the SAR role.

unfit for operational service and had been

in that condition for an unknown period
of time; the third craft had e life time the order was placed that considerable

modifications would be necessary to £it
the two Bertram craft for the interim SAR role.

The Department realised at the

expectancy of two yeers and the fourth
craft a life expectancy of 41 years. Your
Committee believes that the Department Although, es it transpired,performance of the

of the Navy should heve inspected thorou ghlycraft after modification for the interim SAR
role was below expectations they were used for

secondary’ functions at Jervis Bay and continue,
with & long useful life ahead, to be used in

the craft concerned before acquiving them
from the Department of Air,particularly

when it was known that they had been used
by that Department in the SAR role and their permenent role as harbour boats, It

were twenty yeaxs old at the time of rereins the Department's view that the purchase

acquisition. While we recognise that each of the two boats was the correct decision on
of those boats should have been assessed ~ '1® 8¥Ounds of both need and economy.
in relation to its paerticular condition

at that time,nevertheless the expert.evidence

tendered indicated that,under normal

operating conditions, the average life

expectancy of a boat used for SAR work

is about fifteen years. We believe that

a proper inspection made at that time

may have resulted in the non-acquisition

of the two boats. The acquisition of

these boats, in the circumstances at that

time,suggests strongly that forward

planning on the part of the Navy in

relation to the SAR role had been

inadequate.

92. Your Committee alsoc mnotes
that the decision to acquire the two
38-f+ Betram c:raft was influenced in large
part by the fact that a United States:
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company had supplied the United States
Navy with boats of = similar hull form
and construction to those contemplated,
While those craft were being used in an
armed patrol role they had not been used
in an SAR role. Your Commiittee believes
that this was an inadequate basis for
assessment,particularly in view of the
voport made by the Naval Architect
subgequent to the delivery of the firat
Yoat,

9. ¥hile your Committee takes
cognisance of the fact that the 2 Bertran
eraft were requirved to perform in an
interim SAR role only, pending the
acquisition of new patrol boats, the fact
remains that they were required to be
adequate for SAR work including rescuing
from the sea, people who were possibly
injured and return them to safety. The
boats therefore were required to provide
a reasonably soft ride and not expose
passengers to ry stz The
report of the Naval Architect, however,
based on the trials referred to, showed
that the boat produced the usual feeling

of discomfort experienced with any planing
boat at high speed in a seaway. The
report also indicated that, fully loaded
and fitted out for SAR duties, the boat
would achieve only the minimum speed
required for the SAR role; it was
insufficiently robust in ceritain important

Tre, Minute
10 February 1972)
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respects, for SAR work;substantial

additions and alterations would need to

be made to the craft but these would have

an adverse affect on its speed, The report
also indicated that its full power endurance
was estimated &t only 170 miles which
appeared hardly adequate if the boat was

:to operate, as planned,50 miles offshore.

94. On the basis of that report,
your Commitiee believes that the two
boats that were roquired were unsatisfactory
for use as SAR craft, even in an interim
role. Your Committee accepts the view of
the Naval Architect, however, that the
boats were well fitted for their role as a
pleasure craft which was the purpose for
which they were primarily designed. In
this regard, we have noted the report
made in April 1968 by the Commanding
Officer of H.M.A.S, Creswell in which he
referred to considerations that had
evidently been taken into account prior
to the acqguisition of the boats. These
included the fact that, at that time, the
naval officer in charge at Jervis Bay had
no suitable,presentable eraft for the
various local requirements involving the
trensport of important personages and
visitors to and from ships of the fleet
or public relations cruises in the Bay.
The advent of the Bertram craft had over-
come these problems,however, and had
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created a favourable impression regarde
ing the modernisation of the Navy.

95, The ‘evidence shows that
following protracted delays connected
with their modification for the SAR

role the boats went into mervice at
Jervis Bay in November 1967. One boat
was returned to Garden Island in June
1968 and the other in November 1968 for
duty as harbour personnel boats, a
patrol boat having been allocated to
Jorvis Bay in October 1968. In these
circumstances it appears that one boat
fulfilled its function as an SAR craft
for only about six months and the cther
for about twelve months,after extensive
modifications had been made to them for
work in that role. The evidence also
shows that,subsequent to the return of the
boate to Garden Island for harbour duties,
their service in that role has been
limited due to breakdowns,mainly to
failure of a gearbox but also including
damege to propellers and steering box and
injector failures. In this regard your
Committee is unable to zccept the claim
made in evidence that a failure of a
gearbox is not related to the failure

of the boat in which it is installed.

Treas Minute
(10 Pebruery 1972)



"

vt

-

Comnittee's Conclusione

One Hund d_and Thirteenth Report Tregsury ¥inute
(23 Septenber, 1969) (10 February 1972)

96, Tour Committes is also
disturbed by the statement made in
evidence that if the Navy were fo require
craft purely for harbour personnel duties,
which is in fact the purpose for which
these craft are now being used, it would
not require expensive craft of this type.
This indicates that not only were these
craft inasdequate for interim use in the
SAR role but alsc they are inappropriate
for the long-term harbour duty role which
was also contemplated when they were

acquired.
97, Your Committee regards the The Department is mindful of
ciroumstances surrounding this matter its responsibility to ensure that equipment
as most unsatisfactory and believes that ordered to meet service regquirements is
the Department of the Navy has a clear properly evaluated and that progress towards
responsibility to ensure that they are completion of supply is monitored. throughout.
not repeated in other areas of its Procedures in this respect are being
administration. continually improved.

DEPARTMENT OF SQCTAT SERVICES
113, From the evidence submitted

it appears to your Committee that the
decision taken by the Depariment of the
Treasury in March 1961 to retain the
existing bank accounts under the new
Drawing Account arrangements operetive
from 1 July 1961 and based on a reconcil~
jation of those bank accounts as at 30
June 1961 was an unwise decision. While
the accounts concerned were known to be
correct as at that date, they had not been
reconciled insofar as proving the amounts



b 4

!

~99~

Comnittee's Conclusiong

One Hi d_and Thirteenth Re
(23 September,1969)

of outstending cheques was concerned.

14, The evidence shows that
investigations carried out early in 1969
by the Department of Social Services
revealed no evidence of unauthorised or
irregular drawing of cheaques from the
Sydney and Melbourne Drawing Accounts

nor eny wealmeas in procedures providing
for strict control over the custody and
issue of cheques. While we note that
these aspects were subject to intensive,
continuous internal audit checking
throughout the years in which the accounts
opereted, other evidence suggests that
over those years there were, in some

areas of the Department?s accounting
operations inadequate standards of perfor-
mance, The evidence indicates that follow-
ing the introduction of the new Drawing
Account arrangements the onerous work of
dissecting the large volume of paid cheques
was not perfectly performed, with the
result that insufficient funds were paid
into the Drawing Accounts. Also, the same
factors which affected the Suspense Account
in respect of cheques issued prior to

1 July 1961 affected the Drawing Accounts
when cheques were issued after that date.
These errors included failure to reimburse
the Drawing Accounts for cheques issued
under Suspense Account procedures;mistakes
in repaying to Revenue,cheques listed as
stale and omission to adjust the Drawing

Troas Minu
TI0 Pebruary 1972)
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Account, when original and duplicate

cheques were both paid. It also appears

that occasionally, prior attention to

the matter of recovery of the amount of

dual payment resulted in Drawing Account

adjustments being overlooked. Although : While scknowlsdging the

these accounting errors have not resulted imperfections of the systems then in forece
in a loss of Commonwealth moneys your for accounting for unpresented cheques,
Committee believes thet they do not reflect duplicate cheque issues and stale cheques,
creditably upon the Department's past the Department of Social Services considers
financial edministration. that it achieved a commendably high standard

of performance when viewed in the light of the
immense volume of transactions continuously
processed over a long period of time.

115, Your Commitiee notes with
satisfaction,however, that the problem of
raconciliation of the high volume Drawing
Accounts has been virtually overcome and
that new accounts operating under recently
introduced computer methods are fully
reconciled.

CONCLUSTONS

116, Due to the pending dissolution
of the House of Representatives your
Committee's Inquiry this year covered only
four matters involving three departments.
and constitutes one of the smallest of the
inquiries conducted by your Committee in
this important area of its work. %The
evidence taken during the Inquiry,however,
relates to matters of considerable
importance in terms of the responsibilities
vested in your Committee under the Public
Accounts Committee Acte
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117 Your Coumittee's conclusions

relative to the matters inecluded in this
Report are set out as follows:

Department of the Army
Purchase of Utility Trucks in Australia ,...Page 7

Purchase of Amplifiers in the United
States of America ......Page 18

Department of the Navy
Interim Search and Rescue Craft .see.c.... .Page 27

Department of Social Services
Deficiencies in Drawing AccountSee.s.. woes Page 35°

118, Your Committee's decision
to inquire into only four items on

this occegion has inhibited inquiry
into a range of matters referred to in
the Auditor-General's Report that woulg,
in other circumstances, have led to
public examination. Your Committee would
therefore refer its successor Committee
to other matters mentioned in that
Report,for evaluation in the context of
further public inguiry.
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The Treasury has examined the
Report and hes. discussed with the departments
and guthorities concerned the observations.
and conclusions of the Committee which have,
where necessary, been brought to the notice
of the officers concerned.

198« The evidence taken in

this Inquiry has served to highlight

the importance of Tourism as an
International industry and as an
activity of very great importance to
Australia through its contribution

to the earning of overseas exchangé,

the generation of additional income
within the Australian community and as an
instrument of goodwill and understanding.
The information supplied to us in this
regard has been set out in Chapter 2

of this Report.

199. The evidence also shows that
in 1929 the Commonwealth Government
became actively involved inimternational
tourism when it arranged for the
inauguration. of the Australian National
Travel Association as a national,non—
profit organisation responsible for the
promotion of travel to Australia,
HMombership of that Association comprised
Commonwealth and State Govermmentsj
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Governnent instrumentalities and
industries related to tourism, From

the outset the Association directed its
attention fo tht’preaen‘cation of &
national image to overseas tourists and,
gince 1934,hes produced and published
the magazine MWalkabout" as a major
aspect of its work, In 1954 the
Commonwealth and State Governments
pledged substantial finencial support for
the Association. By 1965-66 the
Comnmonwealth contribution amounted to
$462,000 a year together with a dollar
for dollar subsidy to match coniributions
recelved by the Associetion from non-
Commonwealth Government sources. In

that year the Association was responsible -

among other facets of its work,fox
launching in North America the first
fully integrated marketing programme
entitled "Destination South Pacific™,.

200, By 1964, however, the
Australian National Trevel Association
recognised the need for a new style of
tourist organisation with the support

of tourist interests and the Commonwealth
and State Governments. Prominent
business consultants were appointed to
study Auatralis's tourist industry,

and its future requirements. The
consultants, who reported in October
1965, recommended that a much stronger
and more formal organisation was required

Tregsury Mipute
1 March 1972}
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in the improvement and development

of tourism in Australia, Following
these recommendations the Association
approached the Con alth Government
in April 1966 to establish a statutory
authority with sufficient autonomy and
finance to carry out Australia's tourism
promotion overseas.

201, The evidence shows that it
was from this background that the
Government announced its intention in
November 1966 to form the Australian
Tourist Commission. The Australian
Tourist Commission Bill was introduced
into the Pariiement on 6 April 1967

and was assented o on 23 May of that
year.

202. In examining the affairs

of the Australian Tourist Commission

we have borne in mind that the Commission
had been in operation for a period of
only three years when our inquiry

began, For this reason,meny of the
problems that have confronted the
Commission in the past have been mainly
developmental in character,

203. We note from the evidence
that,from the outset, the Commission has
been conscious of the need to develop a
professional marketing organisation

in its structure, to integrate that
orgenisation with proper and adequate
financial controls and to build an
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organisation to develop Australian
tourist facilities for projection to
overseas markets. Your Committee
would congratulate the Commission on
this approach to its task and for its
initiative in seeking, at the
earliest opportunity,the services of
management consultants to provide
agsistance and guidance in these

areas.

Powers of the Commission,.
204. So far as the Australian The Commission acknowledges that its
Tourlst Commission Act is concerned active involvement in the development of
the evidence shows that vhen our tourist facilities in Australis may require
inquiry commenced, the Commission had revision of its functions and powers as
not tested fully the extent of the presently defined in the Act. However,
wide powers conferred on it. The view the Commission considers that the id.nd
was expressed,however, that, in the of revision required can only be determined
light of its experience, some amend- when the precise nature of the Commissionfs
ments of the Commission's functions may role in the developmental aree has been
be required under the Act if the agreed at official and Ministerial level. In
Commission were to become actively this latter respect, the Commission is in

involved in the development of tourist. continuing consultation with the Minister-
facilities in Australia. Your Committee in-Charge of Tourist Activitles and the

believes that the Commission should Department of Trade and Industry.Consistent
explore the extent of its existing with the observations of the Committee,
powers under the Australian Tourist appropriate account will be taken of the

Commission Act and should discuss with legislative consequences and requirements
the Minister at the earliest opportunity in the drafting of specific proposals in the
any variations that it considers shoulda developmental area.
be made to those powers to increase
its effectiveness.

Staff Rules

205, We note from the evidence A first draft of the Commission's
that while the Australian Tourist Staff Rules was prepared in September 1967,
Commission Act provides specifically and following consideration by the Commission,
that the terms and conditions of was submitted to the Public Service Board

employment of persons. employed in June 1968, Due to staffing and



-«

12

=106~

Committee's Conclusions

One Hundred and Twenty-eighth Report
6 May,1971

by the Commission are such as are
determined by the Commission with the
approval of the Public Service Board,
staff rules relating to conditiong of
employment were not determinsd by

the Commigsion until January 1971 The
evidence also shows that prior to that
date, the Commission had been operating
under staff rules approved by the Public
Service Board for the Housing Loans
Tasurance Corporation, Your Committee
believes thet the Commission should have
evolved its own staff rules at an
earlier stage in its developmente.

Treas HMinute
{1 March 1972)

organisational problems within the
Commission,discussions on this draft did not
take place witil January 1969,following
whick it was necessary to subject the

draft to comprehensive revision so as to
ensure that the Rules reflected the
suggestions and requirements of the Boarde.
Following the completion of this task and
further discussions with the Board, the
Commission approved a final draft at its
418t Meeting on 19 January 1971. The

Public Service Board gave its formal approval

on 16 March 1971 and the Rules are now

fully operative,

Apnual) Report - Staffing Information

206, During our examination of the

Commission's Annual Reports to the
Parliament we noted that in each year
from 1966-67 to 1968-69 the Commission
provided detailed information of its
executive staff located in Australia

and overseas., It was not until 1969-70Q,
however, as a direct result of our
ingquiry, that the Commission provided any
information in its Annual Reports
relating to its total staff employed.

Your Commitiee notes with satisfaction the

agsurance given in evidence, that staff
details similar to those provided by the
National Capital Development Commission
in its Annual Reports can be provided in
the Apnual Reports of the Commission
for years subsequent to 1969~70.

& section related to staffing
statistics hes been included in the
Commission's Annual Report for 1970-T71
and, subject to possible review of its format
and content, it is expected that this section
will be included in all future reports. In
addition, the sections in the 1970~71 Annual
Report entitled "Marketing Activities" and
"Development and Research Activities include
information on Divisional staff resources.
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Treas Minute
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Bad Debta Policy

207, In relation to the
Commission's finances the evidence
indicates that while the Commission
has always taken action to pursue
outstanding debts prior to write-off,
it was not wntil as recently as April
1971 that it developed a clear policy
in relation to bad debts.
Committee believes that such a policy
should have been evolved at a much

Your

earlier stege in the Commission's
development,

The Commission has advised that
until the matter was raised by the Committee,
policy on bad debts was handled as a
management responsibility and levels of
authority for writing off bad debts were
written into the Commission's Manual of
Delegations,issued early in 1968, A. paper
consolidating policy and procedures relating
to delinquent and bad debts was approved
by the Commission in April 1971. MHanagement
now submits at quarterly intervals, for the
approval of the Commission, a statement
setting out the status of debtors' accounts
and write-off action proposed or taken.

Asset Inventories

208. It appears from the evidence
that each office of the Commission
maintains an inventory of assets, At
some overseas offices the Auditor-
General's Office has conducted checks

on inventories as part of its normal
inspections. In those overseas offices
that have not been so inspected, however,
the Commission relies on inventories
prepared by its own staff in the offices
concerned. Your Committee believes
that this arrangement requires urgent
examination and that inventory checks
at all overseas offices should be
designed by the Commission's internal

audit organisation.

The Commission's Minance Branch is
currently preparing standerd forms and
procedures on inventory control, Provision
will be made in these procedures for periodic
checks by other then the local branch staffs
who are responsible for inventory meintenance
and the review of these checks will be
included in the duties of the Internal
Auvditor.
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Interna) gudit
209, The evidence shows that

prior to July 1970 the internal audit

of the Commission's accounts was

spasmodic due to s'ta.ffing problems and

was less thorough than the Commisaion
desired. As part of a recent re~
organisation, this work has been allocated
to the Budget Control Officer who is
required to report to the Director of
Finance and Administration. As recently
as April 1971, however, no internal audit
reports had evidently been prapared
although the Director of Operations and
his staff had undertaken a2 check of the
bona fides of a number of overseas accounts
and has performed an arithmetical and
accounting check on all overseas accounts,

210, Your Committee accepts the
definition of Internal Audit asdopted

by the Public Service Board and expressed
in the following terms in its Circular

1968/202~
"Internal Auditing is an
independent,poat-operative,
appraisal function performed
within a department as a
service to management., It
covers the revenue,expenditure,
stores,personnel and related.
operations of a department
and also any financial,account-
ing and supply activities aris-
ing from particular functions
of a departument”,

Your Committee believes that this
description of the Internal Audit
function applies equally to Statutory
Authorities., In paragraph 310 of his

Treas Minute
21 March 19725‘
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Report for 1969~70, the Auditor-lGeneral
indicated that the extent to which his
office is able to dispense with all

or any part of a detailed audit is
influenced in each case by the
effectiveness of the system of internal
control of which internal audit is an
integral part. In these circumstances
we believe that & high priority shoulad
be accorded the introduction of an
effective Internal Audit organisation
within the Commission's administration.
As Internsl Audit is intended to

provide a service to management Your
Committee also believes that arrange~
nents should be made for the Commission's
Chief Internal Auvditor to report direct
to the General Manager of the Commission
and not to the Director of Finance

and Administration as is vrovided at

present.

Treasury Minute
(1 Baren 1972)

At its 48th Meeting on 20
September 1971, the Commission determined
the creation of a position of Internal
Auditor at the Commonwealth Public Service
Class 6 classification, This position
has since been approved by the Public
Service Board pursuant to section 19 (2.)
of the Australian Tourist Commission
Act 1967 and the position has been staffed.
The Internal Auditor is responsible direct
to the General Manager.

Accounting Arrangements

2tt, The evidence shows that the
accounting system established originally
bty the Commission contained a number

of defects which were reported by the
Auditor~General to the Commigsion late
in 1968.
however, that the Commission appointed
management consultants specifically to
examine the problems involved, In view
of the nature of the weakmesses that
had been disclosed by the audit reviews
Your Committee believes that the

It was not until September 1969,
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Commission should have taken action
nore promptly to review its accounting
systen,
Budgeting Arrangements

212, Your Committee would
congratulate the Commission on iis
approach to project budgeting, a system
implemented as from1t July 1970. It is
clear that this system was introduced
following careful examination by the
Commission of the activities of the
Canadian Government Tourist Organisation
in relation to programme budgeting and
the concepts adopted by that organisation.
While the introduction of project
budgeting by the Commission has given
rise to additional work in the
Commission's overseas offices the
Commission has taken the view that this
has been justified by the improved
control achieved over its expendifure.

Commonwealth Contributions

213, During our Inquiry we queationed
witnesses carefully on the matier of a
formula for Commonwealth contributions
that hed been recommended by the
management consultants Harris,Kerr,
Forster and Stanton Robbins. We were
disturbed to find that while the
Commission evidently appreciates the
nature of the limitations imposed

on the Department of the Treasury in
allooating funds for the Tourist industry,
it adhered to the principle that a
formula should be determined for allocating

Commonwealth contributions. On this The Commission agrees that a
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matter we would obssrve that while

in years of increasing tourist activity
2 formuls of the nature recommended

by the mansgement. .consultants might
result in larger Commonwealth
contributions than would otherwise be
made available, the application of
such a formula in years of restricted
or declining tourist activity might
well result in reduced Commonwealth
contributions. As & consequence this
situation might inhibit the Commission
in the exercime of its responsibilities
in circumstances where a more intensive
effort is, in fact, requireds

Treasury Minute
(1 March 1972)

major difficulty with any formuls
arrangements relating the annual
éommonwealth'budgetary allocation directly
to movements in total tourist receipts
would be the reduced allocation in years

of restricted or declining tourist activity
vhich is when more intensive marketing

and related activity may be required, The
Commission does not propose to pursue the
adoption of this formulas arrangement,

Market Research

214, A further matter to which we
would refer is market research, a term
described in evidence as something of

& misnomer as it includes economic research

and developmental studies. While the
evidence indicated that such market
research as has been carried out in the
past hes been costed in detail it does
not appear that the Commission has
examined this facet of its work in terms
of the increase in its costs. As the
Commission is evidently anxious te
develop a body of market research
expertise in Australia we believe that
the costs associated with such a develop-
ment should be kept under close
surveillance,

The Commission has confirmed
that it is anxious to develop this kind of
expertise in Australia but has given an
assurance that it will closely scrutinise the
associated costs.
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Us: Tel nes
215, Finally we would refer to The Committee's One Hundred and
the controls maintained by the seventh and One hundred and twenty-sixth
Commission over the use of telephones. Reports have been studied by senior
1t appears from the evidence that officers of the Commission., Staff circulars
administrative controls have been on the use of telephones and telex have
exercised through the recording and been restated and re-issued and the
analysis of trunk call bookings and Commigsion's management will continue to
through staeff circulars issued in exerciso periodical administrative and
December 1968,March 1969 ard May, financial checks to ensure that the cost
August and September,1970, The of these facilities is kept under close
evidence also shows that the surveillance.

Commission has recently introduced a
telex service for its use in Australia,
It was claimed that this faecility
appeared %o have reduced considerably the
number of telephone trunk calls made

by the Commission's staff. In general
the evidence reflected an awareness

on the part of the Commission and its
management of the need to retain tele~
phone costs at minimum levels,
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Chapter 7 - Obssrvations of the Committee

In relation to the Treasury Minute on the One Hundred and Sixth
Report, the Commitiee has noted the views expressed by the Department of
Worke in relation to adequecy and effecti surveysand slso to interstate
inspections of Commonwealth buildings by the Fire Boards The Commitiee has
also noted the action taken to reconstitute the Fire Board and has examined
the objectives, methods and administrative arrangements determined for the
Board with effect from October 1971s In view of this comparatively recent
re-oyganisation the Committee will examine the Annual Reports of the Fire
Board,which in future will be presented to the Parliament, to enable it to
assess the effectiveness of the new arrangements in operation.

For and on behalf of the Committee, "\g /
% ¥
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David NeReid By W,Graham
Secretary Chairman
Joint Committee of Public Accounts,

Parliament House, .
Canberrae  A«CeTe
27 April,1972° -



