-2 -

JOINT COMMITTEE OF PUBLIC ACCOUNTS
TENTH COMMITTEE

SENATOR R.E, McAULIFFE (Chairman)
B.W. GRAHAM, Esquire, M.P, (Vice~Chairman)

Senator D.J. GRIMES F.%. COLLARD, Esquire, M,P,
Senator M.G.C, GUILFOYLE D.M, CONNOLLY, Esquire, M.P,
: S.A. LUSHER, Esquire, M.P.
V.J. MARTIN, Esquire, M.P.
P.F, MORRIS, Esquire, M.P,
L.J. REYNOLDS, Esquire, M.F.

The members from both the House of Representatives and the
Senate were appointed on 16 July 1974,



DUTIES OF THE COMMITTEE

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

8. The duties of the Committee are -

{a) to examine the accounts of the receipts and
expenditure of the Commonwealth and each
sgtatement ond report transmitted to the Houses
of the 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 Parliament,
with such comment as it thinks fit, any
items or matters in those accounts,
statements and reports, or any circumstances
connected with them, to which the Committee
is of the opinion that the attention of the
Parliament should be directed;

(¢} to report to both Houses of the Parliement
any alteration which the Committee thinks
desirable in the form of the public accounts
or in the method of keeping them, or in the
mode of receipt, control, issue or paymeut of"
public moneys; and

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

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

CHAPTER 1 - INTRODUCTION

In its Seventy-ninth Report dated 10 March, 1966 the

Committee set out in detail the basis of tho Treasury Minute arrangements

which have been made to ensure that appropriate action ensues from

comments contained in our Reports.

(&P

(2)

(3)

()

As they now stand, the arrangements concerned ares

The Report of the Committee is tabled by the Chairman
in the Senate and by a Member of the Committee in the
House of Representatives, Motions are moved in both
Houses of the Parlioment that the Report be printed
as a Parliamentary Paper.

The Chairman of the Committee thereafter forwards

a 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 Chairmar 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 Minute, 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. Noe 275
of 196l-65-66
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In reporting a Treasury Minute to the Parliament,
the Committee dves not ususlly make any comment

on the Mimute ofher than to note recommendations
not fully dealt with or subject to a further Minute.
In special cases where is ught to be

however, the Committee makes it.

The Committee reviews a Treaswry Minute, if necessary,
when it again examines the department 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 comments.

tEN
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CHAPTER 2 -~ TREASURY MINUTE ON THE ONE_HUNDRED
AND THIRTY-SEVENTH REPORT RELATING
TO _THE AUDITOR-GENERAL'S REPORT
1970-71

Committee?s Conclusions Treasury Minute

One Hundred and Thirty-Seventh Report (13 December 1973)
[€L:] May 1972)

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..

DEPARTMENT OF THE ARMY
(now_Depariment_of Defence (Army Office))

Loss by Fire - Workshop Building

38,  The Conmitteets inquiry into
this matter is the third such -inquiry
it has made since 1967-68 into major
fire disasters involving temporary
buildings. The first of these in-
quiries arose from the Report of the
Auditor-General, 1967-68 and »elated
to the fire that occurred at H,M.A.S.
Albatross, Nowra on 25 December 1967.
In that case valuable imported equipe
ment for use in training of Tracker
aircraft crews had been sited beside
a wooden and fibro constructed
building which was used as a main-
tenance workshops In that case the
estimated cost to the Commonwealth
was. about $1,600,000 for the replace-
ment of a computer trailer, while the
replacement of the temporary building
with a suitable permanent building
was assessed. at. about $70,000.



Comnittee's Cohelusions

One Hundred and Thirt: ~Seventh Report
(18 May 1972)

39 The second inquiry referred

to arose from the Report' of the Auditor-
General, 1969~70, and related to the
fire that occurred in the Botany com-
pound of the Australiap Wool Board
on 30 September 1969. In this case,
Bine buildings wepre destroyed and
others damaged at an estimated loss
of 8553,854  The evidence taken in
that inquiry showed that almost all
of the buildings owneq by the
Australian Wool Board at that time,
including those destroyed. in the

fire at Botany, were constructed
early in World Wer IT to meet wartime
needs, Some of the stores were clag
with masonite and others with fibrow
cement sheeting and most hed timber
floors. Sprinkler systems had been
installed in only 14 of the 269
stores owned. by the Board,

4o, The evidence taken in the
present inquiry indicates that the
fire which occurred at Puckapunyal

on 16 December 1970 was probably
occasioned by an electrical mal-
functions The building concerned,
which was in use as a workshop had
been built during World Wer II at
Bandiana and comprised essentially
steel framework and Balvanised iron,
cladding, The building was not fitted
with any type of automatic firve

alara system or automatic sprinkler
systems The estimated value of damage
was $355,180,

Lreasury Minute
(13 December 1973)



Comnittee's Conclusions
One Hundred and Thirty-seventh Report
(8 Way 1972)

4, The evidence indicates that

Army Routine Order 91/69, which was in
operation at the time of the fire, pre-
seribed tiat unless special circumstances
exist, automatic detection-extinguishing
systems are not to be installed in
buildings of a temporary nature.

However, iwhen the fire ocourred a high
quentity of spare parts was, in fact,
housed in the store, As a result of
the fire, stores to the value of
$272,780 were destroyed. The Committee
believes that when a decision was made
to use this building as a workshop it
should have been recognised that this
would involve also the housing of
associated stores and that these could,
periodically, reach a level of sub-

We consider that

this should have justified the
inclusion of the building in the
classification of "special circumstance'

stantial value,

in accordance with Axmy Routine Order
91/69 and that accordingly, automatic
detection-extinguishing systems should
have been installed in the building.

42, The Committee also notes from the
evidence that nrmy Routine Order 91/69
stated that the fixed fire protection
facilities to be installed were to be
decided after consultation with the
Commonwealth Department of Works.

The evidence indicates however, that
doubts must be entertained as to

Treasury Minute
(13 December 1973)

Army Routine Order 91/69 was re-
placed by Military Bosrd Instruction
4-9 of 15 June 1971, i.ee six months
after the fire at Puckapunyal. The
Instruction is basically a revision of
Army Routine Order 91/69, but it is more
specific in defining the circumstances
in which automatic detection extinguishing
systems may be inst' lled in buildings of
a temporary nature. To qualify, such
buildings must be, for example, "ocoupied
barrack blocks constructed of readily
combustible material with Limited means
of escape,hospitols, and buildings
housing high cost stores and equipment'.

The Department of the Army advised
that the workshops at Puckapunyal would
not have met the special circumstances
referred to in Military Board Instruc-
tion 4«9 as a building housing high
cost stores and equipment because the
value of the stores concerned would
normally have been very much lower
than was the cese when the fire

occurred.
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Committee's Conclusions

One Hundred and Thirty-seventh Report
8 Hay 1972)

whether the Department of Works had

been consulted regarding the fire pro-
tection facilities to be provided for
the particular building in question,

The Committee believes that the Depart-
ment of VWorks should have been consulted
on this matter and does not accept as

an alternative to consultation on fire
protection the fact advanced in evidence,.
that a detachment of that Department is
based at Puckapunyal for the pu.rpo.ae of
carrying out maintenance and other
responsibilities. Nor does the Committee
necessarily accept as an alternative to
consultation with the Department of Works
the fact that in a unit such as that res-
ponsible for the workshops, qualified
engineers form part of the officer strength
and therefore there is available some
capacity to meke assessments of the kind
required for fire protection.

k3, In view of the fires that

occurred at Nowra and Botany and to which we

have referred earlier and the circumstances
disclosed by our present inquiry, the
Committee belisves that a survey should be
made of all temporary wer~time and like
buildings currently owned by the Common-
wealth so that further consideration can

be given to the matter of their replacement
by permanent structures. The Committee
believes that this is of particular
importance having regard to the fact that,

Treasury Minute
(13 December 1973)

On 21 June 1972 the Department
of Works issued a circular memorandum
to all Permenent Heads drawing attention
to the Committee's observations. and
recommendation that a survey should be
made of all temporary wartime and
like buildings currently owned by the
Commonwealth so that further consid-
eration could be given to their

"

repl t by per structures,
The memorandum also pointed out that

the Department will, on request, arrange
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Committee's Conclusions

One Hundred a.d Thirty-seventh Report
(38 vay 1972)

in accordance with Treasury Directions,

the Commonwealth acts as its own insurer,
to the greatest extent possible, for all
property under its control.

Treasury Minute
(13 December 1973)

a fire protection survey for any
building which has not been covered in
its usual fire protection surveys.

The Department stated in the
circular that it had considered the
Committee's recommendation in the
light of what is done in cycl!ical inspec-
tions of buildings for the prennration
of maintensnce progrummes and inspections
of the adeguacy and effectiveness of fire
protection facilities. ‘'Phe circular
also stated that:

"Most Departments would be aware of
which temporary or wurtime buildings
do not satisfacterily provide suitable
sccommodation, and for that rerson
_need to be repleced by modern build-
ings, or the activities shifted to
another building.

‘Phe cyclical maintenance inspections
of buildings carried out hy works
sometimes lead to recommendutions
to the owning Departments that cer-
tain buildings are no longer
economical to maintsin and should
be replaced.

Works curries out, on & cyclical
basis, surveys of the adeguacy

and effectiveness of fire protection
of premises., Those surveys include
consideration of any basic
deficiencies in the fire sufety of
the structure, as well us the
adequacy of the detection and
extinguishing equipment, and in
some cases recommendations are made
to the owning Department that
builuings should be replaced.

Thus, Departments already have a
considerable body of information
as to which "temuorary wartime and
the like" buildings should be
replaced.
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Comnittee's Conclusions

One Hundred and Thirty-seventh Report
8 May 1972)

Ireasury Minute
(13 December 1973)

However, Department of Works will
on request, arrange a fire protec-
tion survey for any building
which has not been covered in its
usual {ire protection surveys.
Requests should be from your
regional offices to the Director
of Vorks,"

Following the issue of this circular
the Department of the army forwarded a
schedule of temporury wartime and similar
buildings to the Department of works,
seeking advice of those which had been
inspected together with any recommend~
ations mede to improve fire protection.
The Department of works supplied the
information requested by the Department
and has undertaken to carry out fire
protection surveys of buildings on
the Schedule which have not been
inepected in recent yeors and will provide
reports to the respective Army Commands
progressively as surveys are completed.

Purchase of Prime Movers and Semi~Trailers

81. Arising from its examination
of the evidence the Committee agrees
with the findings of the Department of
the Army arising from the operation of
the contract in question, It is cleaxr
that the contract should not have been
let foxr both prototype and production
unite and, ir the first instance,
ghould have been limited to prototype

The Department of the Army has
pointed out that the guidelines designed
to overcome the particular procurement
deficiencies were a formalising of what
had previously been the general practice
in selecting and acquiring developmental
items of commercial origine The fact
thet insufficient time was allowed in
the contract for the purchase of prime
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Committee's Conclusions

One Hundred and Thirty-seventh Report
(18 May 1972) —

vehicles only., Secondly, a specific
test progrumme should have been

prepared prior to the delivery of
prototype items and the timing and
general progress of such tests should
have been managed carefully and

reported on at specific intervals,
Thirdly, where alternative versions

of particular equipments were avail-
able, more thorough investigations
should have been made into the merits
and demerits of the specific alternatives
available before decisions were made that
were not besed on direct experience of

the operation of the equipment.

82. While the Committee appreciates
that appropriate guidelines designed
to overcome these deficiencies have
now been developed by the Department
of the Army we must express surprise
and concern that such guidelines were
not developed at an earlier stage,
having regurd to the nature and
extent of the procurement programmes
conducted by the Department.

83, In view of the importance of

the principles enunciated by the Depert-
ment of the Army and set out in para-
gruph 79 of this Report, the Committee
believes that these principles should
be examined carefully by other depart=
ments engeged in procurement activities
in relation to their current acquisition

arrangements.

Treasury Minute
(13 December 1973)

movers to carry out testing and
inspection of the prototypes, does

not negate the fact that it was clearly
the intention of the Department, in

the first instance, to corry out and
complete the testing prior to production
The extent of testing
in particular cases depends on a numbexr

and deliverys

of factors, which are considered afresh
on each occasione One of the major
factors is the level of confidence in
the equipment, based on previous devel-
opmental and usage history. In this
case the prime mover was in widespread
commercial usage and the trailer was
fu;:damentally unchanged from its
commercizl form, The tridls proposed
were plonned with this in mind.

The Department of Supply has
commented that for those contracts which
require the submisoion of a prototype,
the Depsrtment would. be looking for the
ordering depertment to provide, with the
procurement demand, a detailed test
programme for the prototype unita.

In regard to the separation of
prototype and production contracts the
Department of Supply has. issued
instructions thot future tenders (and
contracts) for supply of equipment
involving development and subsequent
production will include a clause
providing for the work to be undertaken
in two distinct phases:
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Commiti.ee's Conclusions

One Hundred and Thirty-seventh Report Lreasury Minute
18 May 1972) (13 December 1973)

(a) design and development
including production of the
prototype; and

(b) manufacture, supply and
delivery of production quan-
tities,

Authority to proceed with production
would be withheld until the testing
and evaluation of the prototype had
been. satisfactorily completed.

Treasury agrees with the direction
issued by the Department of Supply which
permits the one contract to be negotiated
but clearly separates the developmental
and production elements; the Depart-
ment of the hrmy guidelines as set
out in the Report could be interpreted
as requiring two separate contracts
and that may not always be in the
best interests of the Government.

DEPARTMENT OF FOREIGN AFFAIRS

12k, The Department of External
Affaire (now the Department of Foreign
Affairs) appeared before this Committee
frequently for many years prior to 1967,
During our inquiry relating to Expenditure
from the Advance to the Treasurer and the
Consolidated Revenue Fund for 1966-67,
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Committe2's Conclusions

One Hundred an. Thirty-seventh Report
(€] Fay 1972)

however, the cvidence showed that the
Department was taking positive action to
solve its problems, We commended the
Department for the action it had actually
taken at that stage.

125. While we recognise that in
recent years the Department has experienced
a rapid expansion of commitments in
relation to its resources and has imple-
mented a number of initiatives for admin-
istrative improvement, we are nevertheless
disappointed to find thot it has not yet
made a more effective impact on the admin-
istrative problems confronting it. The
evidence shows that major problems still
exist in the areas of staff recruitment,
training, the inspection of overseas
posts, internal audit work in relation to
such posts and the re-issue of departmental
Overseas Accounting Instructionss The
evidence also indicates weaknesses in

the system of arranging overseas postings
of staff., Doubts must also be entertained
as to whether, in some cases, Heads of
Missions overseas are able to supervise
effectively the administration of their
posts, having regard to the range of
their responsibilitiese

126, In relation to a reorganisation
of the Department that was announced in

Treasury Minute
(13 December 1973)

The Department of Foreign fiffairs
has commented that in paragraph 102 of
his report for the next succeeding
year, i.e. the yeor ended 30 June
1972, the Auditor-General made
observations on the matters which were
the substance of the Committee's Report.
The Auditor-General's observationz
included the following:

"With regard to training in
finance and accounting the
Department continued its one~
week courses and it has advised
that during 1971-72 approximately
60 officers received this train-
ing.

Further Audit exeminations of
the accounts and records of

the Department's posts in

North America and the accounts
for reimbursement of the imprest
accounts of tihose posts have
shown that there hsas been an
improvement in the general
standard of the accountinge

The Department has tuken positive
action o solve its problems
in the area of personnel
entitlements of locally engaped
staff !
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Committee's Conclusions

One Hundred end Thirty-seventh Report
(38 Yiay 1972)

1970 and. in relation to staff availe
ability generally the evidence suggests
that the Department has been materially
hampered in reaching its objectives as
a consequence of changes that occurred
in Government Policy early in 1971.
While this miy well be the case, the
facts as they appear to the Committee
indicate thai the problems confronting
the Department predate that change in
policy by many years.

127, During the course of our
inquiry we sought specific evidence
relating to the nature of the Internal
Audit Section of the Department and
the work it nas performeds In this
regard we were disturbed by the
evidence relating to the use of
official vehicles at overseas posts

as revealed Jy a survey conducted by

that Section. In relation to this matter

we note in particular that, in the
past, the Department hes token the view
that it is impossible to devise

instructions relating to motor vehicles

for use at the posts. As a consequence
of the Internal Audit Survey, howover,

such instructions have now been prepared.

In view of the evidence tendered the
Committee proposes to associate the
Department's submission on Internal

Treasury hinute
(13 December 1973)

The Department has expressed
agreement with the observations made
by the Auditor-General and has stated
that it has no additional couments to
add.

It is noted that accounting at
overseas posts did not call for
critical comment in the Report of
the Auditor-General for 1972~73,
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Commiztee!s Conclusions

One Hundred and Thirty-seventh Report
(18 Hay 1972)

Audit with submissions which it has
obtained from other departments in
connection vith its general inquiry
into Internal Audit.

128. The Committee is also
disturbed by the attitude exhibited

in evidence in relation to overpayments
and underpayments discovered at one of
the overseas posts. It appears that the
net difference between the overpayments
and underpayments smounted to $190.

This was described in evidence as a
“fairly marginal' figure, The Committee
does not accept this us a valid approach
to the matter of errors.

129, The evidence also shows
that for some time negotiations have
been in progress between the Department
of Foreign hffairs and the Department
of the Treasury to assist the former
Department to solve its problems in
those overseas posts whose accounts
are processed by the Sub-Treasuriess
The Committee believes that the action
taken recently by the Department of
the Treasury in amending Treasury
Direction 34/78 will provide some
assistance to the Department of
Foreign Affairs., At the same time we
agree with the views expressed by the

Preas Hinute
(13 December 1973)
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Committee's Conclusions

One. Hundred and Thirty-seventh Report
(18 WMoy 1972)

Treasury Observer, Mr Davidson, that
the real problems in this area have
arisen within the overseas posts.

It is clear that these problems must

be resolved by the Department of Foreign
Affairs iteelf,

130. In view of the nature of
the evidence submitted in this case
the Commitiee proposes to maintain a
close surveillance on the progress
made by the Department towards the
solution of its problems.

Treas Hinute
{13 December 1973)

DEPARTMEND OF THE INTERIOR (now abolished)

Northern ferritory Services - E&ex':ditu.re

164, In its exemination of this
matter the Committee has directed its
inquiry to the administrative effective~
ness of the relevant areas of financial.
administration at the Alice Springs
District Office rather than to the details
of the methods adopted in the defalcations
concernede

165, The evidence shows that com-
prehensive instructions concerning the
sngagement and payment of wages stdff

The Deportment of the Northern
Territory, which was created on 19
December 1972 to assume responsibility
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Commiitee's Conclusions

One Hundred aid Thirty-seventh Report LIreasury Minute
- (8 Wey 1972y {1% December 1975}

are contained in the Northern Territory for administration of the Northern
Administration's Manual of Administrative Territory, has advised that when
Instructions. The evidence also shows the defalcations were discovered
that the defalcations arose from the positive action was immediately
fact that these instructions were not taken to ensure compliance with
observed, In particular, the officer the procedures set down in the
preparing the pay sheets should not have Manual of Administrative Instruce
been allowed to act as Paying Officers; tions.

witnessing officers did not witness all
payments; pay teams did not always remain
together; pey was not left in a locked
container, especially during the lunch
break and when disbursements were not

being made; witnessing officers did

not mark off the entriés when pays were
handed over to payees and paying teams
failed to check the envelopes left over
against unticked entries. The evidence
also shows thut temporery shortages of
staff and inexperience on the part of

the administrative officer-in-charge of the
general of;erations of the District Office
at Alice Springs contributed to this laxity

in administrative operations.

1664 Although the Hanual of Adminis-
trative Instructions was issued in 1961, the
evidence indicates that the need to mske
amendments to the Manual had arisen as
recently as August 1970, particularly in
relation to pay matters. Also, it appears
that there is an ambiguity of meening between
Sections 2B and 9/H of the Manual and this
contributed materially to. the defalcations
that occurred.
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Committeets Conclusions

One Hundred and Thirty-seventh Report
(I8 May 1972) SRR

167, The Committee is disturbed to
find that the internal audit arrangements
suffered from deficiencies. The

auditors were required to use an indistinct
copy of the pay sheets to carry out test
checks against basic time records and
Secondly, the
audit procedure broadly required that the

personal history cards.

auditor carry out checks to ascertain
whether Section 9/H of the Manual of
Administrative Instructions was being
observed, While the anual authorises
the Branch Industrial Officer to issue
Notices of Engagement it makes no
reference to the need for approval of
engagement by a competent authority.

We agree with the Department that an
audit procedure which only ensures that
‘a Notice of Engagement has been issued
but does not prescribe the need to check
the approval to the engagement, is
deficient. Thirdly, it appears thot

the requirement for the auditor to attend
a complete pay parade is not set out
clearly in the Section of the Manual
dealing with Industrial Wages but is
covered in another section dealing with.
the audit of pay.

168. In the circumstances outlined
above it appesrs to the Committee that
there is a strong need for the Manmal of
Administrative Instructions to be
examined critically and defects rectified.

Treasury Minute
(1% December 1973}

The Department has stated that
the Internal Audit Programme items are
now supported by more detailed
procedure statements, The amended
statement covering the internal
audit of the inductrial time-keeping
and wages procedure now clearly
requires that the suditor shall use
original records for checking
purposes and provides for attendence
throughout the whole pey operation
from the negotiation of the pay
cheque to the final acquittance of
the pay sheet.s It is not always
practicable to examine the whole of
the pay operation at remote centres
with infrequent transport facilities
but in those cases a full inspection
is made on a rotational basis,
Specific reports are required
following all such inspections.

The Department has advised that
following the review of practices and
procedures relating to the employment
of industrial stnff conducted in the
latter part of 1971, amendments to the
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Committee's Conclusions

One Hundred and Thirty-seventh Report
(18 May 1972)

1694 The Committee was also disturbed
to learn that one of the reasons for the
breakdown in procedures remaining
undetected for a lengthy period of time
relates to the fact that the District
Officer at Alice Springs has external
duties which keep him absgent from the
District Office frequently and for
lengthy periods and thet as a consequence
he is unable to exercise detailed
supervision. This situation, compounded.
by the problems of recruiting and holding
trained staff in the lower classified
positions in the Territory can only lead
to a poor quality of administration.

Treasury Hinute
(13 December 1973

procedures were introduced by circular
on 28 June 1972 und incorporated in
the lanual on 2 .ugust 1972. Included
in the amendments was a redrufted
Section 9H which provides for the
engagement of industrinl staff to be
subject to the written approval of
the officer authorised to approve such
engagements (The Inspector/Recruitment,
Establishments Section, Darwin).

This ensures establishment control in
Darwin ond provides the necessary
authority for the Industrial Officer,
Darwin or District Officer, alice
Springs, as appropriate, to issue a
"Notice of Engagement', which now has
provision for the signature of a
checking officer.
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Committee's Conclusions

One Hundred snd Thirty-seventh Report
{8 Way 19729

170, Allied to this matter it is

also disturbing to note from the
evidence of the inquiry that was made
into the defalcations that no action

is normally taken to ensure that
administrative manuals are understood
by those involved in. their use. The
Committee believes that this and other
forms of staff training are of very
great importance in any area of adminis-
tration. Indeed, the need for adequate
staff training would appear to be
increased in circumstances where the
quality of the staff available is less
We trust that,
notwithstanding the problems associated

than would be desired.

with staffing at the Alice Springs
District 0ffice, appropriate action
will be taken to improve the overall
level of staff training at that office

171 Finally, we note with satisfaction
that appropriate action has been taken

to guard against a recurrence of the
defalcationss The Committee trusts

that the action taken will be success-

ful and that it will not have occasion

to inquire into a similer matter in the
futurs. .

Treasury Minute
(13 December 1973)

Appropriate action was taken to
ensure that all persons associated with
paying duties are fully aware of their
duties and responsibilities and, in
fact, paying teams in major centres are
required to furnish detailed reports
on each periodic paying operation
including certification by the paying
and witnessing officers thet they under-
stand the duties and responsibilities
attached to the payi}zg procedures;
officers in charge at remote centres
are required to furnish a "certificate
of check',

on-the~job nature, is constant and

Training, mainly of an

instructions regerding the training of
advance holders, paying, witnessing and
gacort officers have been made Lo
supervisory staff in an amended Section
7F of the Manual which wes issued in
February 1973..

The Manual of Administrative
Instructions is presently undergoing
a further and complete review in the
light of current needs and because
of departmental restructuringe
Specific attention is being given to
internal control procedures relating
to the handling of public moneys.
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One Hundred and Thirty-seventh Report
(8 May 1972)

Treasury Minute
{13 December 1973)

POSTMASTER-GENERAL'S DEPARTMENT

189, The evidence shows that since
1960, when Section 126(a) was added
to the Broadcasting and Television Act
there has not been an effective system
of verification of Commonwealth
Revenue arising from the licensing of
broadcast and television receivers let
out on hire. The Committee agrees
with the views expressed by the Audit
Observer, Mr Lawrence, that, in such
circumstances, Commonwealth Revenue
from that source cannot be regarded as
adequately protected.

190, The Committee is disturbed to
find that, although the Auditor-
General raised the matter with the
Department as early as 1963, this
unsatisfactory state of affairs
operated until as recently as 1963
before the Postmaster-General's
Department sought advice from the
Parlismentary Counsel with a view to
resolving the problems. The Committee
believes that this problem should have
been foreseen when the relevant
amendment was made to the Broadcasting
and Television Act in 1960 and that,
in any case, appropriate action on

the matter should not have been
deferred until 1968.

The Postmaster-General's Department
has advised thnt considerable effort
was made to resolve the problem follows
ing receipt of o query from the Chuief
Auditor, Victoria in rfupust 1963
regurding the absence of check of
hirers! records. Extensive enquiries
in all Stetes showed thut generally
firms were co~operating with the Depart-
ment and that there was little evidence
that hirers were wilfully evading the
payment of fees. Nevertheless, early
in 1964 a special position was established
in NeS.W., with duties which included
doing survey work on hirers and follow-
ing up the submission of returnse
The Chief Auditor made further
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191, Vhile it is clear from the
evidence that the Office of the
Parliamentary Counsel and the Depart-
ment are moving towards a solution of
the problem, it is disturbing to note
that, evidently for staffing reasons,
delays have occurred in relation to
this matter within the Office of the
Parliamentary Counsel., Prior to the
creation of that Office, the Committee
took evidence on. the staffing problem
confronting the Parliamentary Draftsman
when it inquired into Financial
Regulations concerning the Depertments
of the Navy, Army and Air, It appears

from our present inquiry that the creation

of the Office of Parliamentary Counsel
has not so far solved the staffing
problems in the legislative drafting

aref.

192. In view of the importance that
the Committee attaches to the adequate
protection of Commonweulth Revenue we
trust that an early effective golution
will be found to the problem con=
fronting the Postmaster=General's
Department in relation to broadcasting
and television hirers! licences end
in this regard we will continue to
examine with interest the relevant
paragraphs of future reports of the
Auditor-General..

Treasury Minute
(13 December 1973)

representations in July 1964 regarding
the effectiveness of the special
position in §,8.Ye and ne was advised
in December 1964 that a similar

position w2 being provided in Victoria,

In May 1965 the Chief suditor
suggested that test checks be made
of records of selected hirers and that
legal advice be obtained as to the
powers. of the Department to inspect
records.. lowever, because the Attorney-
General questioned the legality of the
sections of the Broadcasting and
Television Act dealing with hirerst
licences and because of the need to
obtain specific powers under the ..ct to
inspect records, it was concluded that
it would not be in the best interests
of the Department to pursue the matter
at that stages The Chief Auditor was
advised of the decision in August 1965,

During the second half of 1966 znd
in early 1967 consideration was given
to the abolition of hirers' licences but,
having regard to all the circumstances, a
decision was made not to repeal the
relevant section of the Act. Efforts
were then directed to tightening the
administrative arrangements for the

collection of licence fees from hirers
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and this led finally to the approach

to the Attorney-General in 1968 for
consideration of amendments to the

Act or Regulations to enable the Depart-
ment to inspect the records of hiring
firms,

Repgulations under the Broadcasting
and Pelevision net 194241972 were
amended by Statutory Rule 1972 No. 162.
The amendment, whica took efiect from
1 January 1973, requires hirers to.
maintain records in a prescribed form
of 21l sets they have for hire and the
periods for which each is on hire.
These records must be availoble for
inspection on demand by Departmental
officers.

DEPARTMENT OF SUPPLY (now abolished)

20k, The evidence relating to this
matter confirms the views expressed by
the Auditor-General that only a small
proportion of waste paper arising from
Automatic Data Processing has been sold
and- there has been a lack of uniformity
Indeed,
the evidence shows that in one case, waste

in the treatment of such sales.

paper in general was being disposed of at
a cost of $1 per bale to the Commonwealth.
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205,
the Auditor-General on his initiative

The Committee would commend

in conducting a review into this
matter in 1970,

206,
paper arising from Automatic Data

The evidence suggests that waste

Processing operations is only a small
proportion of the totol waste paper
arising for disposal and some departments
have not made a practice of segregating
such material from other waste paper.

It appears, however, that such waste

is able to command comparatively
attractive prices and we therefore
believe that consideration shou.'!.d be given
in appropriate cases to its segregation
for disposal purposes.

207.
February 1972 action arising from the

When our inguiry occurred in

Auditor-General!s survey and subsequent
developments had been initiated by

the Department of the Treasury to
bring the disposal of all waste paper
under effective administrative control.
We would commend the Department for
this action and will expect to be
informed, in due course, of the

outcone..

Treasury Minute
(13 December 1973)

The Department of Supply has
ascertained that where sale is
possible the return from A.D.P. waste,
other than computer cards, would be
It would

therefore be uneconomic to separate

the same as for mixed waste,

A.D.P, waste, other than computer cards,
from normal. office waste.

On this basis the Department of
Supply has arranged contracts in all
States except Tasmania, for the purchase
of all types of waste paper and computer
cards from departments in the metropolitan
erea. In Tasmania the Department of
Supply considers that there would not be
a ready market for disposal of waste
due to the small quantity available,

The current position in the A.C.T, is
that, following unsuccessful attempts
to find a market, all waste paper is
disposed of at a cost to the
Commonwealth.
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Treasury Minute
(13 December 1975)

DEPARTMENT OF WORKS (now abolished)

Recoverable Administrative Charges

224, It appears from the evidence
that the practice of the Department of
Works. in charging clients for its
services existed as early as 1923,
although the origin of the 6 percent
administrative oncost that is
presently charged, is obscure,

225, It also appears that during
1970 the Department of the Treasury
raised with the Department of Works
the need to review the general rate
of 6 percent with a view to determin-
ing a reasonable and realistic fee.

2264 The evidence shows that while
some progress has been made in this
matter the determination of a revised
fee is presently complicated partice
ularly by a reorganisntion of methods
that is in train within the Department
of Works. It is clear that if the
Department's new project management
concept proves successful and is
implemented fully by the Department,
its operation will affect meterially
the level of administrative oncost
that would be reasonable and realistic
both from the viewpoint of the Departe

ment and the clients concerneds

In planning its enquiry into the
Auditor-General's Report 1971-72, the
Committee obtained from the Preasury a
statement dated 1% September 1972 on
the results of discussions between tle
Treasury and the Department of works on
recoverable administrative charges.

As detailed in that statement, the then
current oncost rates were to be adjusted
on the following basis:

(a) as a general rule, client
departments, authorities,
organisations, etc,, will
henceforth be charged at the
vrivate consultant rate

appropriate to the type of
service rendered to the client
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227,
February 1972 discussions on this and
related matters had been held between

Vhen our inquiry occurred in

the Department of the Treasury and
the Department of Works and these dise
cussions were expected to continue.
The Committee desires to be informed,
in due course, of the results of these

discussionse
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Treasury Hinute
{13 December 1973)

by the Department., The

present policy will continue of
not raising oncost charges
against Commonwealth depart-
ments and authorities, except
those of a business or trading
nature or not fully financed

by Perliamentary appropriations.

It will ve for the Department
of Works to determine the
specific oncost rate to be
churged on eech project.
However, the Treasury sees no
objection to the Department
negotiating veriodically a
standard rate with a major client
such as the Australion Post
Offices Indeed, consistent
with this approach, Treasury
has agreed with the Department
of Works that, having regord
to the volume and continuity
of work involved, a basic
private consultant rate of 8 per
cent. would be appropriate, for
the time being, for work under-
- taken for the justralian Post
Office. In addition to
nornmal periodic review, this
rate would be reviewed, as
would other rates as appropriate,
in the light of the reorgan-
isation of methods and the
implementation of the new rro-
ject monagement concept by the
Department of Vorks, as noted
in the Joint Committee's One
hundred and thirty-seventh
Report.

Subsequent to that statement the date of
effect of the new rate of 8% for work
undertaken for the Australian Post Office
has been amended to 1 November 1972, but
the increased charge has not been accepted
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by the Post Office. Submissions by
the Departments concerned have been
made to the Committee in connection
with its enquiry into the Report of
the Auditor-General for 1972-73.

Construction of Incinerator

253« While the circumstances of this
case are most unfortunate the evidence
indicates that many of the causes of
difficulty that were experienced were
beyonad the control of the Department of
Works and its c¢lient, the Department of
Civil Aviation.

251, Although there was evidently some
initial uncertainty about the selection
of the site for the incinerator, a site
was chosen firstly after consultation
with the New South Wales State Planning
Authority, The need to change this
site, which involved some re-design

of the incinerator, arose from a request
made by the State Planning Authority
following representations initiated by
the Botany Council. The cost of this
relocation amounted to $33,418, Secondly,
the Sydney Metropolitan Water, Sewerage
and Drainaege Board was unable to supply
water for the incinerator complex when
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it was requested to do so, This
involved the need to install bores,
pumps and reticulation at a cost of
$13,841.  Thirdly, although practices
overseas were examined, the Department
of Vorks was unable to discover oper-
ations of the same nature and scale

or devices appropriate to the Australian.
situation, 1In these circumstances it
is clear that the Department was unable
to obtain the benefit of satisfactory
overseas experience for its guidance
during the design stage of the project.

255 Neverthelese there are certain
features of the evidence to which
attention should be inviteds We were
informed that the average moisture
content of the mixed garbage from the
airport had been estimeted initially to
be 30 per cent, based on a judgment
reached over a considerable period of
time. However, when the initial capacity
teste were run it was discovered that
the garbage had en estimated moisture
content of 70 per cent, Although in
this regard it was argued that garbage
of the type concerned is unpredictable
as to content and dependent upon cir=
cumstances beyond the control of the
airport authorities, it was admitted
that past experience in dealing with
garbage was insufficient prior to the
writing of the trief for the incinerator.
On the basis of this admission the
Committee believes that & more thorough
analysis of the garbage should have

Treasury Minute
(13 December 1973)
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been made before the incinerator
designs were developeds The cost

of conversion required to overcome the
problems associated with this matter
amounted to $41,629,

256. The Committee notes from the
Report of the Auditor-General that the ’
Department of Civil Aviation has gained
knowledge from this particular project
which will be and already has been of
assistance in the construction of
similar-type installationses The
evidence shows that an incinerator has
been constructed successfully at the
Tullamarine Airport in Melbourne and

a similar facility is proposed for

the Perth airport.

Precautions Against Fire Damage in Computer Installations

268, As in the case of waste paper
arising from Automatic Data Processing
operations and referred to in Chapter
6 of this Report, the Committee would
d the Auditor-General on his
initiative in conducting a review

during 1969 of fire protection measures
in Commonwealth computer installations.
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269. In view of the expensive nature
of Automatic Data Processing installe
ations, their substantial growth in
recent years and the fact that, to the
greatest extent possible the Common-
wealth acts as its own insurer for all
property under its control, the
Committee is disturbed by the weak-
nesses revealed by the Auditor-General's
reviews It appears that at least one
instance had been discovered in each

of the mainland States where either

the promulgation of written instructions
as to the methods of using firefighting
equipment in and around Autometic Data
Processing installations was unsatisfactory
or the standing arrangements for the
protection of master magnetic tapes and
similar records required early, positive
action, The Committee regards
deficiencies of this nature in adminis-

trative arrangements in a serious light.

270. Vhen our inquiry occurred in
February 1972 action was in hand in the
Department of the Treacury, the Depart-
ment of Works and the Commonwealth Fire
Board with a view to rectifying the
weaknesses disclosed by the Auditor-
General's review, The Committee expects
that those concerned will act promptly
to bring this matter to a satisfactory

conclusion.

Treasury Minute
(13 December 1973)

Circular No. 59 titled "Fire
Protection of Electronic Computer
Installations" was issued by the
Commonwealth Fire Board in August
1972+ The guidelines to Department
of Works staff on the planning,
design and construction of accommo-
dation for computer installations
has been sent as a preliminary issue
to a nunber of departments for their
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The Treasury has examined the
Report and has discussed with the
departments and authority concerned
the observations and conclusions of
the Committee which have, where
necessary, been brought to the

notice of the officers concerned,

88. A5 indicated in Chapter 1
this is the first general report made by
the Committee on the subject of internal
audit although various facets of the
matter had been the subject of specific

inquiries conducted in recent years.

89. Internal auditing is now widely
recognised 28 an important, independent,
post~operative appraisal function verformed
within a devartment as a service to manage~
ments It covers the revenue, expenditure,
stores, personnel and related operations of
a department and also any financial,
accounting and supply activities arising
from the particular functions of a
department. The importance of the
relationship between the interral audit
function and the functions of the Auditor-
General was made clear by the Auditor-
General in his Report for 1969-70 when he
stated that the extent to which statutory
discretion is exercised by his Office to
dispense with all or any part of a
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detailed audit is influenced in

each case by the effectiveness of the
system of internal control, of which
internal audit is an integral part.

PUBLIC SERVICE BOARD

90. Information supplied to the
Committee in this inquiry shows that

in 1966 a joint Public Service Board -
departmental committee was established to
review the functions and duties of Third
Division positions in the Commonwealth
Public Service engaged in internal audit
work in depertments. Arising from the
work of that committee, the Board in mid-
1968 announced the introduction of a new
Internal Audit structure for the Common-
~wealth Public Service. In introducing
the new structure, the Board defined, for
departmental guidence, the role of inter~
nal audit, and indicated that the placement
of internal audit. within departmental.
organisation frameworks, and the degree
of management acceptance and support.
accorded the function, are significant
factors in determining the range and
effectiveness of the service which
management obtains.
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91, In connection with staffing,
the Board informed us that the
expansion of the number of positions,
and the hisher salary classifications
in the internal awdit field which
resulted from the general review and
from subsequent adjustments to
internal audit establishments,
created a heavy demand for suitable
personnel to fill these positions.
However, by December 1970 the stoff/
establishment ratio in tne internal
audit organisations had reached.

88 per cent and the Board felt that,
generally, the incidence of vacancies
was not sufficiently large to cause
concern. The Board also felt

that shortages of internal audit

staff, where they existed, constituted

principally local problems which
could, subject to 'restraint!
policies, be overcome by depart-
mental management,

Treasury Minute
(27 Tovember 1973y

The Public Service Board has
advised tnct analyses of the staff/
establishment ratios for internal
audit positions for December 1971,
June 1972 and December 1972 show
that there has been a slight improve-
ment in the overall staffing of
internal audit .ositions in
departments since Deccmber 1970.

The Bo.rd has indicated that it will
continue to cxercise surveillance
of ‘the staffing nosition in internal

audit nreas.
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SUPERANNUATION FUND

92, The evidence taken in this
inquiry into the Superamnuation Board -
which included also evidence relating
to the Defence Forces Retirement
Benefits Board - shows that a position
of Internal suditor was first created
in 1965 to service the needs of the

new integrated organisation that had
been created in 1963, A further inter-
nal audit position was created in 1967.
It appears from the evidence, however,
that between 1967 and 1971 difficulty
was experienced in keeping the senior of
these positions filled permanently,

93 The evidence shows that the
activities of the joint Internal Audit
Section for the Superannuption and.
Defence Forces Retirement Benefits
Boards, as envisaged, were to be
covered by an internal audit manual
subdivided into parts relating to the
Superannuation Fund, the Defence Forces
Retirement Benefits Fund and the admin-
istrative expenditure of both Funds
combineds The evidence also shows that
in recent years there has been a
considerable growth in the number of
contributors to and pensioners of both.
Funds, These developments have given

Ireasury Minute
{27 November 1973)
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rise to a considerable increase in

work volume. As a consequence of this,
together with staff movements, the
organisation has not had available to

it among its senior staff the capacity
to examine the internal controls and
procedures in operation from the view~
point of an internal control and internal
audit, The Committee regards this as

a most unsatisfactory situation.

9h. 48 a corollary to the develop~
ments that have occurred in recent years,
the preparation of the annual accounts
has become a more complex operation.

The evidence shows that the introduction
of computers has given rise to the need
to change the data introduced into the
accounts, and this has required critical
appraisal. \When our inquiry occurred

in April 1971 the stage had been reached
when the office could no longer support
its annual accounts without prior internal
audit. In this regard the Committee
finds disturbing the observation made by
the Audit Observer, Mr Scott, to the
effect that each yeer the Auditor-General's
Office has found errors or mistakes in
the annual financial statements of the
Boards requiring that they be returned

for correction.

Ireasury Minute
(27 November 1973)
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95. While the evidence shows that
some progress had been made towards the

establishment of internal audit pro-
grammes, only five of some twenty-four
such programmes had been developed by
April 1971, The full development of
these programmes is clearly a pre-requisite
for the presentation by the Superannuation
Board of statements in an acceptable form .
for Audit exumination.. In this regard
the Committee notes with concern the
remarks made by the Auditor~-General in
paragraph 25 of his Report for 1971-72
that, late in August 1971, Audit had
found it necessary to return the amended
financial stntements for 1968-69 to the
Superannuation Board, as errors had been
discovered in several areas of the Reserve
Units of Pension Account, indicating

thit a complete re-exomination of the
subsidiary records was necessary., The
Auditor~General further indicated that

the adjusted financial statements of the
Superannuation Fund for 1968-69 were

not expected to be available for sube
mission to Audit until late in August
1972,

96, The Committee believes that the
foregoing circumstances reflect an
urgent need for improvement in the
quality of internal audit within the

Treasury Minute
(27 Hovember 1973)

The Superannuation Board has
advised that the financial statements
of the Superannuation Fund for 1968-€9
were certified by the Auditor-General
on 18 October 1972 and that the state-
ments for 1969-70 have since been
certified. The statements for 1970-71
were forwarded to the -uditor-Generzl's
office on 7 November 1975. Work is
proceeding on the statements for the
following yeors and it is expected
that the statements for 1971-72 will
be available for audit next month and
those for 1972-73 by the end of
January 1974,
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Superannuation/Defence Forces Retirement
Benefits Boards organisation. 1In making
this observation, however, the Committee
also notes from the evidence that a
proposal developed by the organisation

in November 1967 to improve its internal
audit arrangements had been set aside in.
view of the survey being conducted at
that time by the Public Service Board
into internal audit following the estab-
lishment of the joint Public Service
Board-departmental committee in 1966,

97, The Committee notes with
satisfaction the action taken recently by
the Department of the Treasury to
centralise its internal audit activities
and, within this arrangement, to allocate
internal audit teams to the Superannuation
and Defence Forces Retirement Benefits
Boards. The most recent information
available shows that all of the major
management. services areas of the Super-
annuation/Defence Forces Retirement
Benefits Boards organisation have been
reviewed by the Internal Audit Section,
and that further reviews are planned on a
cyclical bosise. The Committee also notes
with satisfaction that certain problems
which, in the past, have impeded the
effective internal audit of the accounts
and financial statements of the Boards

Lreasury Minute
{27 November 1973)

The Treasury believes that the
quality of internal cudit within the
Office of the Superannuation and Defence
Forces Retirement Benefits Boards has
been improved by the programme of internal
It is
hoped that an initial review of all

audit appraisal now introduceds

items of the programme except those
requiring specialised aADP knowledge,
for which additional staff is being
sought, will be completed by the end of
1973
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have been resolved and, as a result the
internal audit programme will now be
implemented fully, 1In view of the
importance of these financial statements

the Committee trusts that the full internal
audit programme will be implemented without

delay.

POSTMASTER-GENERAL'S DEPARTMENT

Treasury Minute
(27 November 1973)

98. In tion with the Postmast

General's Department the Committee inquired
into internal audit in 1964-65 and reported

on the matter in its Seventieth Report.
In the subsequent Treasury Minute we were
informed that, during the period covered
by the Auditor-Generel's observation,
approximately two-thirds of the internal
audit programme was being executed, that.
no critical audits, such as cash checks,
were being omitted and that the reduction
that had ocourred in audits related to
frequency o;nly.

99, The evidence taken in the present
inquiry shows that, until October 1970, all

of the actions taken by the Department in
connection with internal audit related to
measures intended primarily to find the

resources to undertake more adeguate checks
of transactions within the ambit of the then
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existing internal audit programme as
revised in regard to frequencies, and to
undertake appraisals of procedures for
the adequacy of accounting and security-
type controls,

100. It appears that a pre-requisite
for the raising of standards of internal
audit to include appraisal of other controls
and review of policy, procedures and
practices, is the preparation of a new
internal audit manual, incorporating modern
auditing techniques, to replace the manual
prepared in 1960. The evidence shows that
the Department attempted in 1969 to commence
the development of such a monual. However,
between August of that year and hpril 1971
the Department was engaged in protracted
negotiations with the Public Service Board
regarding the salary classification levels
for temporary positions to enable this work
to be carried out. The Committee
recognises the importance of the Board's
role in relation to staffing matters and
has examined carefully the observations
made by the Board!s Observer, Mr Vanthoff,
on the particular matter in question.
However, it appears that effective progress
in the development of the new manual was
impeded until the temporary staffing
problem had been resolved .

Treasury Minute
(27 November 1973)

The Postmaster-General!s Depert-
ment has advised thet satisfactory
progress is being mude in. the production
of the Internal audit Manual and, as
stated in the Report of the Auditor=
Genersl for 1972-73, it has. progressed
to the stage where it can be phased into

operations

The Department has explained that
the aim hos been to concentrate on the
production of Audit Guides covering
particular functions, or groups of
functions':,‘ tracing the principal features
of the function, its nature, suthority
and objectives and suggesting methods
to be adopted in conducting the audit.

Steady progress has been made
and the Department expects that all
Guides will be completed within two

years,
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401e  The evidence shows that in

May 1971 the Department issued to its
State administrations a detailed

charter setting out the style of

audit, mode of reporting, lines of
responsibility, rules of access to data
and related matters, as the basis for the
future development of its internal audit
function. The Report of the Auditor-
General for 1971-72 shows that, pending
the full development of that function

as envisaged by the charter, the Depart-
ment, as an interim measure, is conducte
ing its existing internal andit programme
with some modifications consistent with
the intentions. stated in the cherter.

102,  The Committee notes with satis-
faction that recent Audit reviews
have shown that the modified programme
was generally current as at 30 June
1972 and that steady progress is being
made in the preparution of the manual
and associated documentations The
Committee trusts that this task will,
as. envisaged in the Report of the
Auditor~General for 1971-72, be
substantially completed within the
next two yeers,
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Treasury Minute
(27 November 1973)

DEPARTMENT OF SUPPLY

(now abolished)

10%. ‘The evidence shows that in 1962

the Department of Supply established what

is believed to be the first internal audit
organigation, based on modern concepts,

d by a C 1lth depart-
mente At that stage, the Department

to be introd

experienced no difficulty in recruiting
suitable staff for internal audit worke
However, after the Public Service Board
developed its policies in 1968 regarding
the principles of internal auditing and
related matters, most departmente required
additional staff and higher classifications
to bring their organisations into line with
the standards of the Public Service Board.
This created a further demand for suitable
officers and, as a consequence, the Depart-
ment of Supply lost experienced staff.

10k, The evidence shows that although
the Department obtained a new staff
orgenisation for internal audit following
the recommendations of the interdepartmental
review committee, difficulties were
experienced in filling the new positions.
These stoffing problems appear to. underlie
the difficulties experienced by the Depart-
ment in overteking arrears of internal audit.
work' in its Regional Offices and in the
development of plans for costing audits

and other matters.

The Department of Supply has
advised that dqifficulties are still
being encountered in filling
vacancies in the internal audit
organisation, perticularly in the
Victoria/Tasmenia Begion, In en
attempt to obtain officers of a
higher standard the Department sub-
mitted an organisational proposal
relating to the Region to the Public
Service: Boord. This proposal was
not accepted ny the Board which
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105. The Reports of the Auditor-
General for 1970-71 and 197172 indicate
that in each of those years the Department
of Supply has submitted staffing proposals
to the Public Service Board with a view
to strengthening its internal audit
establishment. Although the proposals
aubmitted in 1970~71 had evidently been
approved, arrears of internal audit pro-
grammes were still in evidence in four
States and the Australian Capital
Territory g5 at 30 June 1972, Vhile the
Committee regards the persistence of these
arrears as a serious matter, it appears thet
the causes of the arrears are generally
beyond the control of the Department,

Treasury Minute
(27 tlovember 1973)

offered an alternative organisational
structure providing for the ssme number

of positions but with lower classifications
The
Department has accepted the Board's

for the two senior positions,

offer but proposes to initiate a further
proposal to upgrade the level of the
internal amdit function in the Region
later in the year for the Board's

considerations

With the creation and f£illing of a
Central Office Class 8 position of
Inspector (Commercial Accounting),
located in Melbourne, audits of the
costing activities and .,D.P. applications
at several establishments are being
conducted with the objective of producing
satisfactory audit plans for these
operations and to train field audit staff
s0 that they can perform future inves-
tigationse

The upgrading of one position of
Internal Auditor Grade 1 (Class &) to
Internal auditor Grade 2 (Class 5) in
the N.S il,/Queensland Region assisted
in the filling of the position, However,
the first appointee was promoted out of
the internal audit arex before he was able

to contribute materially to overtaking



- 46 -

Committes's Conclusions

One Hundred and Thirty-ninth Report
(6} September 1972)

106+  The Committee notes that to assist

the Department in solving its problem of

a general shortage of qualified accounting
officers, the Department in Hay 1970
appointed a panel of senior officers to
conduct surveys and to idenlify departmental
requirements for officers quolified in
financial administration and accounting.

The panel is also required to establish plans
for the development of stnff to meet the
While the Committee
would commend the Department for its
initiative in establishing this panel, we

needs of the Department.

feel that this action might have been taken
at an earlier stage when the staffing problems
connected with internal audit began to emerge,

(27 Tlovember 1973)

arrears in the internal audit pro-
gramme. The subsequent appointee
will require further training and
experience before becoming fully

effective as a Cless 5 field auditor,.

The Department has explained that a
decision to abandon Mportial! audits
in favour of fewer but more effective
"Eull! audits has been a contributing
factor in the number of audit programmes
in arrearse

The Department has advised that
the Panel of zenior officers was not
estublished specifically to assist
internal audit steffing. The prime
reason for setting up the Fanel was an
awareness that in Li. future Departmental
efficiency conld be impaired by « lack
of senior fin:ncial administrators and
experienced cunior nrofessional account-
ants to handle commercial business type
frior to the establishment
of the Panel, senior departmental

activities.

of ficcrs were alive to staffing
problems in the finance and accounting
area ana acted to overcome these
problems in much the sume way thut the
Panel doss now,
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107, During the course of this inquiry
the Committee has noted a strong awareness
on the part of departmental menagement
regarding the importance of the role of
internal audit and the endeavours that have
been made to bring their internal audit
arrangements into full operational efficiency,
notwithotanding persistent staffing diffi-
culties. It is pleasing to note from the
Report of the Auditor-General for 1971-72
that improvement occurred in some departmente
during that year, At the same time, however,
the Committee is disturbed to note in the
Auditor-General's Report thut some instances
had been revecled where internal audit was
in arrears, due partly to the employment of
internal audit staff on other duties, In
this connection we would point out that on
previous occasions the Committee has
expressed concern at the practice in
departments of using officers from the interw
nal audit section on other duties, Vhile

we appreciate that this action is sometimes
unavoidable and has often provided an.
opportunity for the officers concerned to
widen their experience or to act in higher
positions, there ave, nevertheless, grave
implications if the work of the internal
audit section suffers as a consequence.
Frequently, the result is to leave the
internal audit section under-manned and

the internal audit programme unfulfilled.

Treasury Minute
(27 November 1973)
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108, In all the circumstances

of .the evidence and other information
examined in this inquiry and the most
recent observations made by the
Auditor-General, the Committee

proposes to maintain a close surveillence
on the adequacy of internal audit within
departmental administrations and to
conduct further inquiries into this
matter as the need arises.
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CHAPTER 4 ~ TREASURY MINUTE ON THE ONE HUNDRED
AND FORTIETH REPORT REIATING TO THE
EXPENDITURE FROM TEE ADVANCE TO THE

TREASURER _ (APPROPRIATION ACTS 1971-72)
Committee's Conclusions Treasury Minute
One Hundred and Fortieth Report (7 February 975)
(21 September '1972‘5

The Treasury has examined the
Report and has discussed with the depart-
ments concerned the observations and
conclusions of the Committee which have,
where necessary, been hrought to the
notice of the officers concerneds

DEPARTMENT OF AIR

(now Department of Defence (Air Office))

Royal Australian Adir Force -~ Pay and Allowances

in the nature of Pay ~ Citizen Air Force

13 It appears to the Committee
that the overexpenditure that occurred
on this item arose from a clerical erroxr
when the amount of Warrent Authority 5
issued by the Department of the Treasury
under Appropriation Act No. 1 was
entered in the Department's Warrant
Authority Register.. As a consequence
of this error, an smount of $5,546 was
charged to the Advance to the Treasurer
without Warrant Authority in contraw
vention of Treasury Regulation 90(1).
That Regulation states:
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"An Authorising Officer shall not
authorise expenditure from
Revenue or Loan appropriations
until a Warrant Authority for
Expenditure in accordance with
Form 30 authorising expenditure
accordingly has been obtained
from the Secretary, Department
of the Treasury."

While the Committee notes that
it has not been possible for the Depart-
ment to establish the cause of the error
that occurred, we note that, in the past,
it has evidently not been the Department's
practice to require a second officer to
check all entries in the VWarrant Authority
Register, Although the Department now
proposes to take such action, the Committee
believes that this precaution should
have been taken previously. The Committee
thinks, however, that this action,
together with the Departmentts proposed
control page, will obviate a recurrence of

this type of error.

Civil Personnel - Salaries and Payments in the
nature of Salary - Salaries and allowances

18, The Committee accepts the Depart-
ment's explanation relating to the need
for additional funds from the Advance to
the Treasurer. In relation to the final
shortfall of $57,812 on the item, however,
we note that $52,000 arose from a failure
to effect salary adjustments for physical
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grades prior to 30 June 1972. VWhile

we recognise the problem that confronted

the Department in receiving advice of
two pay increases on two successive
days, we also note that a period of.
twenty~five days elapsed before advice
of' the pay increases for the physical
grades was forwarded to the appropriate
paying offices. It appears that this
delay in advice contributed to the
failure of two paying offices to

effect complete payment of the physical
grades increases prior to 30 June 1972,
Apart from the administrative undesir-
ability of delays of this nature, the
Committee is also concerned by the fact
that in this particular case the delay
could have operated to the financial
detriment of the payees involved,

Treas Minute
(7 February 1974)

Administrative Expenses and General Services -
Office requisites and equipment, stationery,
printing and text books

24, The evidence shows that
unexpected claimg excesding $369,000,
for which provision had apparently not
been made in the Origine) Estimates,
were received from suppliers in France
and the United States of America
during January and February 1972.

At Additional Estimates time the
Department of Air considered that the
rate of expenditure in the latter
months of the 1971-72 financial year
would decreases In view of this
expectation the Depariment decided not
to apply for a provision in Additional
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While the Committee in thetic

to the pature of the problem con-
fronting the Department regarding
these claims, it appears that cone-
sideration might well have heen given,
in this case, to seecking funds in

the Additional Estimates to cover the
claims involved.

Treas Minute
(7 February 1975)

Estimates, but to seek funds from
Treasurer's Advance if necessary.
Although subsequent events proved
that the correct action would have
been to obtain further funds by

way of Additional Estimates, the
Department considers that the decision
not to do so was a reasonable one at
the time it was taken.

Administrative Expenses and General Services -
Fuel, light, power, water supply and sanitation

29, The Committee accepts the
Department's explanation,

ATTORNEY~GENERALYS DEPARTMENT

Commonwealth Police Force - United Nations Peacekeeping

Force in Cyprus - Australian Police Unit

36, The Committee accepts the
Department's. explanation.
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DEPARTMENT OF EDUCATION AND SCIENCE
(now the Department of Education)

Educational Services ~ Australian Capital Territory -
School janitor services

39, The Committee accepts the
Departmentts explanation relating to
$5,085 charged to the Advance to the
Treasurer. The evidence shows, however,
that the remaining emount of $9,550
charged to the Advance should have been
included in the Additional Estimates.

4o The Committee is disturbed by Of the two additional positions
the fact that this error srose from the created in the Finance area on 3 August
complexity of arrangements between the 1972, one was filled permanently in
sections of the Department and a lack October 1972 and provisional promotion
of appropriate communication between to the other was made also in October
them, The Committee also notes that 1972,

action has been taken by the Department
by way of increased staffing in its
finance section, to improve the sit-
uations The Committee trusts that
this action will result in am improved
administrative performance in connec-
tion with the formulation and review
of Estimates.

Educational Services - Australian Capital Territory -
Pre-school Education and Training

4y, The Committee accepts the
Departmentts explanation relating to
$1,024 cherged to the Advance to the
Treasurers
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45, In connection with the remain-
ing amount of $2,167 charged to the
Advance it appears. that an inadequacy
in records and limitations of staff
contributed to a lack of precision in
the formiation of the Original and
Additiona) Estimates under the item.
From the evidence taken in relation to
item 232/1/04%, however, it appears that
action hus now been taken by the
Department to improve its performance
in the finance area.

(

Educational Services - Northern Territory -

Cleaning of Schools

53 The evidence shows that most of
the problems confronting the Department
under this item were incidental to the

a ption of r ibility by the Ci
wealth for schools in the Northern
Territory, and to attendant administra-
tive staffing difficulties, mainly in
the Department's Darwin Office. The
Commitiee notes that action has been
taken by the Department to overcome the

problems involved.

sl While a full consideration of the
Nhulunbuy cleaning contract does not
come within the ambit of the present
inquiry, the Committee is, nevertheless,
concerned by the seemingly excessive cost
incurred.

Treas Minute
7 February T97%)
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in that case. For these reasons the
Committee proposes to obtain from
the Department of Education and
Science a submission relating to
all of the circumstances of that
contract.

Treas! Minute
(7 February 197%)

Education Services - Northern Territory -
Commonwealth Teachers ~ Salaries, allowances
and removal expenses

57. The Committes accepts the
Department's explanation.

DEPARTHENT OF EXTERNAL TERRITORIES.

now aboldshed,

Papua New Guinea ~ Miscellaneous Services -

Allowances and other benefits for overseas

officers of the Papue New Guinea Public Service

67. The evidence taken in
relation to this item shows that

about $612,000 of the #1,000,000
obtained from the Advance to the
Treasurer should have been included in
the Additional Estimates. The
$612,000 comprised $406,000 which related
to salary payments under Arbitration
and other determinations made prior

to 28 February 1972, but not

included in the Additional

Estimates; $170,000 which related

to increases in leave fares; and
836,000 arising from miscalculations
that occurred when the revised
estimates review was made. The

The Department of External
Territories advised that since the
Committee made its Report the Papua
New Guinea (Staffing Assistance)} Act
has been passed and the Australian
Government has accepted full and direct
responsibility for the cost and payment
of the remuneration of the Australian
Staffing Assistence Group (ASAG),
constituted under that Acts The Group
comprises approximately 5000 overseas
permanent and contract officers made
available for service with the Papua
New Guinea Government. Since the
abolition of the Department on
1 December 1973, the administration
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under-estimation of both the
$406,000 and the $170,000, appears to
have arisen meinly from inexperience
within the Papus New Guines Admini-
stration and the Department of
External Territories regarding the
inferences to be drawn from
expenditure trends on the item. In
this regard we note that 1971-72 was only
the second year in which the payment
of the cost allowances and other
benefits for overseas officers of the
Papua New Guinea Service was met by
the Commonwealth.

68, The Committee notes that
the Department of External Territories
proposes to give further consideration,
in conjunction with the Papua New
Guinea Treasury, to the procedures
necessary for preparing accurate
estimates of expenditure., While we
commend the Department in this

regard we believe that more detailed
consideration could have been given
to this matter at the outset of the
arrangement. We expect to be

advised, in due course, of the
proposed changes in estimating
procedures.

resoury himte
(7 Feoruary 197%)

of hSAG is allocated to the Office of
the Australian Development Assistance
Agency.

Since July, 1973, payments of
salaries and allowances to overseas
officers have been progressively
transferred from Papua New Guinea to
what is now the Agency's Brisbane Office,
where an additional 41 positions have
been provided to handle the personnel
records of /SAG members and to control
the payroll input data. This staff will
be supplemented by 4 positions in Port
Moresby for the purpose of liaison with
the Papua New Guinea authorities in
relation to the terms and conditions of
ASAG members.

In future, estimates of salaries
and allowances will be based on the
standard personnel records maintained
in the Agency's Brisbane 0ffice, on
advice from the Papua New Guinea Govern-
ment of expected terminations and on
projected recruitments to replace
terminated staff or for additional
The financial yesr 1973-74
will be a period of transition and some
difficulties in obtaining the data
required are expected, but it is

positions,

congidered that when the conversion is
completed more effective control of the
estimates for payments to ASAG staff
will be achieveds
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Tre Minute
(7 February 197%)

Papua New Guinea ~ Miscellaneous Services -
Practical training in Australia for Papuans

and New Guineans

The The evidence shows that by mid-
February 1972 it had become apparent

to the Department that additional
funds would be required under this

item but the request for these funds
was not made until 31 March. It

seems likely that if the matter had
been explored with the Department of
the Treasury at an earlier stage the
question of alternative savings under
other external aid items could
possibly have been settled in time for
the extra funds for item 266/07 to

be included in the Additional Estimates.

75. The Committee proposes to
discuss with officers of the Department
of the Treasury the requirement relating
to the provision of savings under some
items as a pre-requisite to further
financial allocations foxr other items.

DEPARTMENT OF SUPPLY

(now abolished)

Administrative Expenses - Postage, telegrams and

telephone services

8o, The evidence in this case suggesta
that the difficulties experienced by

The Department of Supply has
ddvised that at the time of
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the Department and the need for
additional funds from the Advance
to the Treasurer arose primarily
from inadequacies in estimating

performancess .

81. In the case of the Depart-
ment's Regional Office in South
Australia, the shortfall that
occurred in expenditwre under this
item exceeded the amount obtained

in the Additional Estimates.

While we recognise that the Regional
0ffice concerned lacked previous
experience in the formuwlation of
estimates for telephone services,

we believe that this fact should have
been recognised by the Central Office
and special care taken to examine
critically the estimates tendered by
the Regional Office. In this regard
the Committee has stated on previous

occasions that a direct responsibility

devolves upon Central Offices to
patisfy themselves completely in
regerd to estimates formulated by

their Regional Offices. The estimates

submitted by such Offices should

be supported by appropriate materisl
to enable the Central Offices to per-
form their review function at a
high standerd.

Treasury Minute
(7 February 197%)

Additional Lstimates the revision was
based on expenditure for the first
half of the year which indicated

that additional funds would not be
required for telephone services.
However, a detailed analysis of the
accounts received would have revealed
that the expenditure in the first half
of the year was not true pro-rata

and that the increased charges effective

from 1 October 1971 had not been
adequately provided for.

Procedures have now been
implemented in the Office Services
Section of the Department of Supply
Central Office which will enable
ready analysis of accounts received
for telephone services snd greatly
facilitate the preparation of the
original estimates and any revisions
throughout the year.
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Treas Minute
(7 February 197%)

Defence Research and Development Establishments —
Salaries and Payments in the nature of salary -

Salories and allowances

90. The Committee's main concern
with this item relates to some of the
circumstances surrounding the shortfall
of $61,990 that occurred.

91. The evidence shows that funds
were provided in the Additional Estim-
ates to cover the costs of a proposed
reorganisation in the seronautical
Research Laboratories,
however, had not foreseen that some
personnel involved were ineligible,
during 1971-72, to move into the re-
classified positions until an assessment
of their scientific capabilities had
been made.
the Committee regards this as a serious
It also
appeers that the reclassification of

administrative oversight.

experimental officers' positions was
deferred and negotiations in this
regard were not resumed with the
Public Service Board until 29 June
1972. In connection with this matter
generally, the Committee has also
noted the action taken by the Depart-
ment of the Treasury to correct an
imprecision in the evidence tendered
But for this correc~
tion, the evidence would have shown

by the witness.

The Laboratories,

On the basis of the evidence,

The Department has advised
that the reorgunisation of the aero-
nautical Research Laboratories was
on a large scale and the speciel
requirements for f£illing Research
Scientist positions made the
situation more complex than usual.

Salary appropristions of depart-
ments in the defence group differ
from civil appropriations in that
those of the defence group include
a provision for proposed new staff
This dis-
tinction is made in Treasury
Direction 16/12(a){iv).
this, any sugiestion that funds were
sought by the Department of Supply
in anticipation of Public Service

and reclassifications,

In view of

Board approval to the reorganisation
would have no significance.
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that funds were sought in the
Additionel Estimates in anticipation
of Public Service Board approval to
the reorganisation.

92. The second matter to which
the Committee would invite attention
relates to the payment of trainee
technical officers who are attached
to the Department's Regional Office
in Victoria and located at the Aero-
nautical Research Lakoratories, The
evidence shows that there is normally
a time-lmg in the recovery process
for the salaries of the trainees.
However, in June 1972 the Regional
Office overcame the ‘mormal" timee
lag and on 28 June made payment to
the Aeronautical Research Laboratories
for four pay dsys. The Committee
believes that the Department should
examine the circumstances of this
sudden improvement in performence and
should also examine carefully the
circumstances of any future time-lag
that arises in these recoveries.

93. The third matter relates to
a double provision for the salary of
an officer located in the United
States of America. The evidence

Treasury Minute
(7 February 197%)

Investigation by the Department
of Supply has shown that the Victorian
Regional Office overcsme the usual
time lag of one month in the recovery
process for the salaries of trainees
as a result of a special effort to clear
its available funds before 30 June.
During the current financial year
the Department has been implementing
the procedure of providing Werrant Advice
from Division 735 (formerly 720) to
its establishments and laboratéries
thereby enabling salaries of trainee
technical officers to be charged
direct to its administrative Salaries

vote.

The Department has investigated
the cause of the double provision
for salaxry of the officer overseas
and has concluded that it was a
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shows that provision for the salary
had been made correctly by the
Aeronautical Research Laboratories
but, at the Central Office of the
Research and Development Division,
provision was again made for the
salary as that Office was unaware
that provision had already been

made for ite It appears that this
erroxr could only have arisen from a
misunderstanding as to the relative
responsibilities of the Aeronautical
Research Laboratories and the Research
and Development Division at the
Department's Central Office in
relation to the provision of salaries.

9, In the circumstances referred
to above the Committee would repeat
an observation that it made in its
Forty-first Report to the effect that
while consistently sound estimating
is often the sign of a well organised
and efficient department, the converse
is frequently true,

Treasury Minute
(7 February 197%)

human error of misunderstanding
and that no new procedure could be
devised which would completely
obviate the chance of human errors
occurring, particularly at times of
pressure,

Furniture Removals and Storage

102. In general the Committee
accepts the Department's explanation.
We note, however, the claim made in
evidence that difficulties are

Investigations have isolated
the causes of unexpected variations
in the expenditure trends in the
Furniture Removals vote. The
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experienced in formulating estimates
for this item as the Department of
Supply is required to meet demands
placed on it by client departments.
Because of these difficulties the
Committee believes that the Department
should, for its future guidance, make
every endeuvour to isolate the causes
of unexpected variations that occur
in expenditure trends under the item,

103, The Committee would commend
the Department on its action taken in
July 1971 to test the market relating
to interstate removals. We also note
that the Department referred to the

Attorney-Generalts Department the detzils

of period Contract No. 2256 arising
from a similarity of quotes offered by
tenderers, We would also commend the
Department in this regard.

Trea Minute
(7 February 197%)

Department is now satisfied that it
collects adequate data to identify
the variations due to volume and that
its records of commitments, claims
on hand and payments made, enable it
to readily detect any varistion in
the flow of payments.

DEPARTMENT OF TRADE AND INDUSTRY (now abolished)

Trade Commissioner Service = Salaries and Payments
in the nature of Salary - Salaries and allowances.

111, The Committee accepts the
Department's explanation.
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Trade Commissioner Service - Administrative
Expenses - Incidental and other expenditure

117, The Committee accepts the
Department's explanation.

GENERAL CONCLUSIONS

118. In Chapter 1 of this Report
the Committee stated that in examine-
ing expenditure from the Advance to the
Treasurer, it has sought to ascertain
whether or not expenditure from the
Advance has been confined to urgent
and unforesecable requirements for
which provision could not have been
made in the Original and Additional
Estimates. The Committee has also
sought to ascertain whether or not
the departments concerned have main-
tained efficient administration in.
the expenditure of funds under the
jtems selected for public inquiry.

119, This inquiry has shown that
in some cases expenditure from the
Advance to the Treasurer was:
confined to urgent and unforesee-
able requirements for which
provision could not have been made
in the Appropriation Legislations

In other cases, however,
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there was evidence of clerical errors;
failure to establish adequately~based
administrative arrangements and lack
of adequat ication bet

Central and Regional Offices of depart-
ments and between branches of the
Central Office of the same department.
These defects result in either poor

standards of estimating or inadequate
diture pert Attention

has been drawn to these inadequacies
where they have been discovered.

120, Arising from the evidence
taken in this inquiry, the Committee
would again refer to the matter of
charges made to the Advance to the
Treasurer without Warrant Authority.
These char; es, arise mainly from
clerical or administrative errors.
The Committee would again remind
departments of the requirements of
Treasury Regulation 90(1) which is
expressed in the following terms:

"An Authorising Officer shell
not authorise expenditure from
Revenue or Loan Appropriations
until a Warrant Authority for
Expenditure in accordance with
Form 30 authorising expenditure
accordingly has been obtained
from the Secretary, Department
of the Treasuxy',

Trea Minute
(7 Fe_ﬂbruary 197%)
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121 In recent years the Committee
has had cause, in its Reports relating
to Expenditure from the Advance to the
Treasurer, to comment adversely on the
quality of written sutmissions and

oral evidence tendered by departments,
In this regard, we are pleased to note
a considerable general improvement in
the quality of evidence tendered during
the present inguiry., At the same time,
some evidence tendered by one Department
was factually imprecise and, but for
information subsequently tendered by an
Observer, could have misled the Committee
into unjustified eriticiem of the
Department, This perticuler case high-
lights the need for departments to
exercise great care in the presentation
of documentary and oral evidence,

(

Treas Minute
7 February 197%)
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Committee's Conclusions Treasury Minute
One Fngred end Torty-firet Report (1% Februszy 1578)
S Sotober TH)
The Treasury has examined the
Report and has discussed with the
departments concerned the observations and
conclusions of the Committee which have,
where necessary, been brought to the
notice of the officers concerned.

DEPARTMENT OF AIR

(now Department of Defence (Air Office))

Civilian Pérsonnel - Salaries and Payments
in the Nature of Salary - Overtime

10. The Committee accepts the
Department's explanation.

Aircraft and Associated Initinl Fquipment -
Purchase, Manufacture and Lease

23, The Committee accepts the
Department's explanation except for
one facet of the Mirage projects. In
relation to this project the evidence shows
that when the estimate for 1971-72 was
formilated, the value of outstanding
amounts under the contract led the
Department to believe, erroneously,
that §2,000,000 would be required to
meet the f£inal poyment, This amount,
however, was not required. The
evidence suggests & need for greater
care in assesuing outstandings when
phases of contracts of this. type are
nearing complction.
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Treas! Minute
(1% February 197%)

DEPARTHENT OF THE ARMY

(now Departument of Defence (Army Office))

Forces Qverseas ~ For payment to A.N.Z.U.K.
Logistic Support Trust Account

33 In accepting the Department's
explanation, the Committee recognises the
complex nature of the problems confronte
ing the Depariment of the Army and the
other Australian and overseas authorities
concerneds The Committee trusts that the
problems involved will be resolved
satisfactorily as soon as possible.

The Department of Defence (Army
Office) advises that the evaluation of
Australia's initial contribution of stores
and equipment towards the setting up of the
ANZUK Force has been completed and amounts
to $7,3%,841, Agreement has now been
reached on most matters relating to
maintenance cost sharing between ANZUK
partners and every endeavour is being made
to resolve the remaining items during
19757k

The Department is now re-~assembling
cost data effective from 1 January 1972, to
enable the submission of financial
statements to the United Kingdom and New
Zealand.

Arms, Armament and Equipment -

Transportation and

LTS There ave two matters relating
to this item on which the Committee
desires to comment, In relation to

the Light Observation Helicopters it
appears that due to a failure on the
part of the Central Office of the
Department of the Army to interpret
correctly advice which it had received
ts for funding
the subsidy for the helicopters, an
amount of §814,000 was included in

ing the

ineer Equipment
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error in the estimate for item 670/02.
While this error should not have
occurred, and while it is clear

that the Department of the Treasury
had reason to believe that appropriate
action would have been taken on the
watter by the Department of the Army,
the relevant comment made by the
Treasury Observer indicates that the error
could have been discovered ty the
Department of the Trea- ury when it
examined the draft Estimates of the
Department of the Army. The Committee
believes that the error should have
been discovered during the process of
settling the Estimates within the
Defence group of departments, '

45, The other matter relates to
the heavy mat sets landing. The evidence
suggests that the Deportment of the Army
has been placed in an uncertain position
regarding these sets arising mainly from
ambivalent advice from the Department
of Air and the RAAF regarding the
availability of mats in its possession.
Even as recently as August 1572, when
our inquiry occurred, the matter had not
been settled. The Committee trusts
that this problem will be resolved and
the Department of the Army furnished
with firm advice with winimm delay.

Treas: Hinute
(1l February 1974)

The Department of the Army advised
that subsequent to the Committee's inquiry,
the Department of Air wrote to the
Department of the Army pointing out that
at a meeting of the Force Structure
Committee of the Department of Defence (FSC)
held in November 1970, it was decided that
900 mat sets procured by the R,4.A.F. could
be considered as contributing towords the
Army holding of the equipment and thet the
Departments of the Army and Air should
consult on the storage of the matting.
Because the R.A.A.F. must have access to
matting from time to time for training
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purposes and to meet short term works
requirements in times of low threat, the
Department of Air did not favour the
physical transfer of the equipment to the
Army o

Both Departments have agreed that
the present arrangement be not disturbed
unless & re-agsessment of the equipment
requirefents of thé Defence Forces
becomes necessary.,

ATTORNEY.GENERAL'S DEPARTMENT

Commonwealth Police Force =~ Adminisirative

Expenses - Incidental and other expenditure

57 The Committee accepts the De~
partment's explanation except in relation
to overseas removals where it appears
that the Finance Officer relied on a
Department of Supply circulaxr rather
than on the Treagury Directions for
guidance regarding departmental
responsibilities for the costs involved.
As a result $6,300 was included in error
in the estimate for item 141/2/10, The
Committee believes that this error
should not have occurred

584 On the basis of the remarks The Department of Supply advises
made by the Treasury Observer, however, that the Circular Memorandum of 17

the Committee also believes that the February 1964 has been re-~issued in a
Department of Supply could, with revised form and, in view of the comments
advantage, examine critically the of the Committee, the relevant paragraph
matters referred to in its cirewlar of quoted in the Roport has been re-worded
17 February 1964 relating to the costs as follows:

of furniture removals.
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"Ex Austrelia
Department of Supply arranges and
pays all costs of packing, removal
to wharf and costs of shipping
freight to the overseas port of
discharge.
The Officer's Department shall
arrange delivery from the overseas
port of discharge and shall bear
all costo incurred overgeas".
Treasury Direction 23/17 h o also
been revised, to provide for removals by

air as well as by sea.

DEPARTHENT OF EDUCATION AND SCIENCE
now DEPARTMENT OF EDUCATION

Fducation Services - Australian Capital
Territory - School of Music

6l The Committee is disturbed by
the evidence and other information
relating to the shortfall of $4,326. In
relation to this amount the Department's
submission stated:~
"An order for library materials
was not filled in time for
payment to be made before the
end of the financial yearM,
In evidence the witness stated that, in
fact, the order represented a large
number of separate small accounts and
that. the orders for these were placed
early in the financial year. A further
submission onthe matter, tendered at the
request of the Committee, disclosed
that a significant number of the orders
were, in fact, placed at a comperatively
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late stage of the year and that come

orders for which funds had been provided
were not placed at all as there had becen
a breach of the Treasury Regulations.

65. In regard to this matter
the Committee finds the original
submission and oral evidence to be
deficient in quality and wowld invite
attention to Memorandum 66/385 of 16
October 1970 from the Secretary to the
Treasury to all Permanent Heads., The
Hemorandum included the following
statement:=
“Not only has the Committee the
right to expect that witnesses
appearing before it are properly
briefed but it is in the interests
of each department and the Service
generally that evidence tendered
to the Joint Committee of Public
Accounts is of the highest quality.
Written submissions and explanations
should be carefully prepared and
thoroughly checked for adequacy
and accuracy of detail and absence
of ambiguity; officers who are to
appear before the Committee to give
evidence should undertake sufficient
résearch and preparation and should
be thoroughly briefed to enable
them to answer, with authority,
any questions which may reasonably
be expected on the subject matter
of the enquiry.

It would be appreciated if this
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circular could be brought to the
attention of all officers of your
Department who become concerned
with the preparation of written
materiol for the Committee or are
required to attend in person at
future hearingsc of the Committee
and @1l Commonwealth authorities
whose affairs come under the
administration of your Minigter."

66, The Committee is also disturbed
to note the deloys that evidently
occurred in the placing of orders

and the fact that a breach of Treasury
Regulations had occurred in relation
to some orders. We believe that
appropriate action should be taken to
ensure thrt the requirements of
Treasury Regulations are observed at
all times.

Educational Services - Northern Territory -
Independent Schools -~ Assistance

72. The Committee accepts the Department's
explanation regarding the building delays
that occurred in Darwin. Most of the
shortfall on the item, however, arose

from an arithmetical error that occurred
when the Additional Estimates were being
prepared, but which was not detected., The
Committee is disturbed by the fact that

an error of this kind should occur.

Capital Works and Services - Buildings
and Works - Indevendent Schools, Northern
Territoyy ~ Assistonce for approved capitad

programmes:

77» The evidence shows that considerable
uncertainty has surrounded the formuwlation
of the estiiate for cash grants payable
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under this item. The Committee
concurs in the arrangements that

have evidently been negotiated

between the Department of Education
and Science and the Department of the
Treasury for the provision of funds for
the cash grants to be withheld untdil
construction work has commenced.

The Department of Education has
noted the Committee's conclusions on the
above matters.

DEPARTENT OF THE ENVIRONMENT, ABORIGINES AND THE ARTS

{now abolished)’
Commoriwealth Archives Office -~ Administrative

Expenses - Office requisites and eguipment,
stationery and printing

82, The Committee accepts the Depart- The Department of the Special
ment's explanation and notes with Minister of State, which assumed control
approval the administrative reviews of the Commenwealth Archives Office on
that have been and are currently being 19 December 1972, advises that the surveys
conducted within the Department. The mentioned have been completed and that
Committee expects to be informed, in due full agreement has been reached with the
course, of the resulis of these surveys Australian Broadecasting Commission, which
when they have been completed. has indicated quite strongly that it

wishes its archival material to be
transferred to the custody of the Archives
Offices

The Minister has agreed that the
preservation of selected audio visuval
material is an appropriate function of the
Archives. Office and has approved the
provision of an amount of $35,000 in the
1973/74% estimates for the purchase of a
helical scamner and ancillary equipment.
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DEPARTHENT OF IMIIGRATION
now abolished

Adminigtrative - Other Services - Commonwealth
Hostels Limited ~ Advance of contribution

towards cost of operating migrant hostels

90. The Committee accepts the Department's
explanation.

Overseas Service - Administrotive Expenses -

Property maintenance and services

109, The Committee accepts the Department's

explanation.

Overseas Service ~ Administrative Exmenses -

Furniture and fittings

129, While the Committee accepts the
Departrment's exnlanation relating to
this item it Cesires to invite attention
to the circumstances relating to the
acquisition of clothes driers for use in
officers! residences at the Overseas
Post in Turkey. From the evidence
available it would appear that a delay
of about three weeks occurrcd while the
necessary certificate as to the avail-
ability of funds was obtained from the
Sub-Treasury in Geneva. It also
appears that a further delay of some
three weeks occurred before Australia
House placed the necessary order on the

supplier. It is not improbable that these

delays contributed to the failure of the
Overseas Post in Turkey to take delivery
of the driers prior to 20 June 1972,

" The Reguest for Procurement of
Supplies (Form O.4s1) was received at the
Sub~Treasury in Geneva in the second mail
on 10 May 1972 and, after processing of
the necessary certificnte as to the
availability of funds, was despatched to
Australia House, London on 17 May 1972.
Talking into account a public holiday in
Geneva on 11 Kay 1972, four working days
were involved in the processinge In the
Treasury vicw this is a reasonnble time
for processing a funds certificote.
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DEPARTMENT OF PRIMARY INDUSTRY

(zow Department of Agriculture)
Administrative ~ Other Services - Payments

to State authorities in connection with
War Service Land Settlement

%2, The causes of the shortfalls
that occurred in expenditure under this
item were beyond the control of the
Department of Primary Industry, and

the Committee notes with satisfaction
the action taken by the Department

to obtain realistic assessments from
the State authorities concerned in
connection with the Additional Estimates

reviews.
Administrative - Other Services ~ VWool
research - objective measurement

1564 The Committee accepts the

Department's explanation,

General Conciusions

157« In Chapter 1 the Committee
stated that in examining expenditure
from the Comsolidated Revenue Fund it
has sought to ascertain whether or not the
general principles relating to the
formulation of estimates have been
adopted by the departments under
examination, It has also sought to
ascertain whether or not these
departments have maintained efficient
administration in the expenditure of
funds under the items selected for
public inquiry.
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158. In recent years the Committee
has paid particular attention to the
estimates and related expenditure of
departments. As a poor standard

of estimating has wide ramifications,
it has not only been excess expenditure
that has attracted attention,but aiso
the over-provision of funds, In
previous Reports the Committee has
made it clear that such over~provisions
are undesirable, misleading and perhaps
unfair to other departments whose
financial needs might not have been
satisfied. At the same time, the
Committee has emphasised that it does
not regard the total expenditure of
available funds under a particular
Appropriation item as an objective to
be sought without regard to other
important considerations. Indeed, undue
emphasis on the need to match expenditure
and available funds can give rise to

u; ry and omic expenditure
and can result in the distortion of
administrative practices., In this regard,
the Cormittee has, on previous occasions,
criticised departments that have
accelerated payments in order to prevent
an Appropriation from lapsing.

159. As this and previous Reports
relating to exvenditure from the Consolidated
Revenue Fund show, there are explanations
for expenditure variations 'from the estimates
which are acceptable to the Committee. These
variations usually arise from unforeseeable
circumstances and certain other factors which
are beyond the control of the Department
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concerned, In this Report, hovrever,

the Committee has also found evidence

of the need for greater care in the
formilntion of eglimates, In addition,
misunderstandings between departments,
errors arising from the misinternretation
of information, cl.erical errors and
administrative delays in the placing

of orders have contributed to reduced
levels of efficiency in administration.
In addition, the cvidence shows cases
where failures have occured in the
obgervance of Trersury Regulations and
Directionss Attention has been drawn to
all of these inadcquacies where they
have arisen,

160, As indicated in the One Hundred
and Fortieth Report relating to
expenditure from ihe Advance to the
Treasurer for 1971-72, the Committee

has had cause in recent years to comment
adversely on the quality of written
submissions and oral evidence tendered by
departments. In this regard we are
Pleased to report Lhat there has been &
considerable general improvement in the
quelity of evidence tendered during the
present inguiry. At the same time,
however, b some d toxy

and oral evidence revealed inaceuracies, we
would again remind departments of
Memorandum 66/385 of 16 October 1970

from the Secretary to the Treasury to all
Permanent Heads, ‘The .substance . of this
Memorandum is set out in Chapter 5 of

this Report,

Treas Vinnte
(1% February 197%)
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Chapter 6

OBSERVASTIONS OF THE COMHITTEE

In relation to the Treasury Minute on the 140th Report
(see Chapter 4), the Committee wishes to make the following obucrvation with
respect to the cleaning contract for the Nhulunbuy Area School:

In pavagraph 5% of the One Hundred and Fortieth Report the
Committee stated that it proposed to obtain from the then Department
of Education and Science a submission relating to all the circumstances
of the contract for the cleaning of the Nhulunbuy Area School.

A statement was obtained from the Depurtment of Education
and the Committee subsequently decided to ask the Trecsury to undertuke
a detailed investigation of the Nhulunbuy School Cleaning Contract.

A detailed statement from the Treasury was presented to the
Committee on 30 July 1973. Included in the statement was information
to the effect that the amount paid to the contractor for cleaning the
Nhwlunbuy Area School for the 1972 school year was §98,962.11, while a
contract was let for cleaning the school for the 1973 school year for
a fixed price of $25,496.25. ‘

The conclusion of the Treasury statement read as follows:

""The Committee asked for Treasury comment with
particular reference to the propriety of the
procurement procedures and subsequent actione
Ve have commented on what in hindsight can be
said to be serious lapses of judgment which
have cost the Commonwealth a rclutively
substantial amount of money, but we have not
found any evidence of impropriety or impropex
conduct which would justify action against any
of the officers concerned."
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Fo~ and on behalf of the Committee,

. R.E, McAuliffe
Chairman

Te \Devine,

Secretary,

Joint Committee of lublic Account,
Parliament House,

CANBERrA, A.C.T.
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