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DUTIES OF THE COMMITTES

Section 8 of the Public Accounts Committea Act 1951 reads
as follows:

8. The dutiss of tha Committes are —

(a) to examine the accounts of the receipts
and expenditure of the Commonwealth and
each statement and report transmitted
to the Houses of the Parliament by the
Auditor-General in pursuance of sub-

. saction (1) of section fifty-thres of
the Audit Act 1901-1950;

(b) to repart.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;

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

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

and include such cther duties as are assigned to the Committse
by Joint Standing Orders -approved by both Housss of thé
Parliament.

(11)
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CHAPTER 1

INTRODUCTION

1. In July 1976 the Committes obtained from departments
explanations relating to expenditurs from the Advance to the Tressurer
during 1975-76. Explanations in respect of sixteen items wers sslected
for referral to the Ssctional Committess for furthsr examination.

2. The: items selected were made the subject of a public. inquiry
by the Sectional Committees at Parliament House, Canberra. on:

Tuesday, 7 September 1976
Tuesday, 14 September 1976

3. The following witnesses were sworn or made an affirmation
and examined by Sectional Committee A during the public inquiry:

Department of Aboriginal Affairs

Mr R.W. Hogan - Acting Assistant Director
finance, Canberra

Mr L.A.J. Melone - First Assistant Secretary,
Program Division, Canberra

Mr I. Pitman - Acting Assistant Director,

Community Development
Branch, Northern Territory
Ragion, Darwin

Department of Administrative Services

Mz R. Kohlhassa - Acting Assistant Secretary,
Accommodation Branch, A.C.T.

Mr V.H. Mawhinney - Acting Principal Exacutive
0fficer, Island Territories
Branch, A.C.T.

‘Mr E.R.B.D. Mitchell - Senior Accommodation Officer,
N.S.U.



Mrc P.D.

fr J.3.

Mr F.S.
Mr AH.

Me C.E.
Mr L.,

Mr-D.R.

Mr D.J.
Me L.Ge

Acting Director,
Budget and Estimates Sectian;

Chief Property Officer,

Executive Officer, Land and
Property Management .Section,

Clerk, Research and
Investigation Ssction,
Accommadation -Branch, A.C.T.

"Assistant Secretary,
Auﬁhor;ties Branch, A.C.T.

Executive Bfficer, Management
Services, Victoria

Assistant Secratary, Finance
and Services Branch, A.C.T.

Controller General (Management)

. Priestly -
. A.C.T.

Skinner -
A.C.T.

. Smyth -
RJCoTe

Starling - -

T. Terrell -

J. Werren -

White -
Department_of Induatry and Commerce

0'Connor. -

Stroud -

Agsistant Secretary, Tourist
Industry Branch

Degpartment of Prime Minister and Cabinet

Mr ALd.

‘Mr Kol

Mr J.G.

Mr J.8.

Mr E.L.

Mr C.A.

Ayers -

Croker -

Hinton -

Machin -
Depaztment of Science

Macklin -

Webster -

. First Assistant Secretary

Principal Eiacutive 0fficer,
0ffice of Child Care,
Department of Social Security

Assistant Secretary,
Services. Sranch

Assistant Director (Programs),
office. of Child Care, Department
of Social Security

Acting Executive Officer,
Antarctic Division

Aseistant Secretary,
Management Services. Branch
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Dspartmant of Social Security

Mr J.A. Battanta - Acting First Assistant Director-
Ganeral (Menagemant)

Mr M.V. Bowsn - Diractor (Planning and
Investigation)

Mr C. Calvert - Assistant Director-General
(Finance)

Mr M.M. Gartland - Acting. Assistant Dirsctor-General

(Rehabilitation Services)

The following witnesses were sworn and examined by Sectional
8 during the public ingquiry:

Attornay-General's Department

Mr L.G. Glare - Assistant Secretary, Operations
Branch.

Mr D.S. Laurance - Acting Assistant Director
Dpsrations Branch

Mr J. Mikelsons - Director, Finance Section

Mr F.G. Pesl - Finance Officer, Darwin

Mr R.J. Venables - Finance 0fficer

Department of the Capital Territory

Mr R.C. Burroughs - Dirsctor, Expenditure and
Supply
Mr J.A. Conlon - Oirector, Finance, Managsment

Sarvices Branch, Department
of Business and Consumer

Affairs
Mr €.S. Hamilton - Diraector, Programs and Budgets
Superintendent J.€. Johnson ~ Superintendent, Manegsment

Services Division, Australian
Capital Territory Police

Mr D.M. Lalor - Assistant Secretary, Finance and
Supply Branch
fir R.A.J, McGuinness - Exscutive Officer, Management

Sarvices Division.

Me M.M. Mikk - Finance Officer, Management
Services Division



Department of Education

Mr R.N. Allen -
Miss J.L. Miller -
Me. I.W. Ward | -

Department of Dafence

Mr F.A. Cares ’ -

Mr J.C. Comerford' Tm

Mr R.L. Jones -

M P.D. Naughton -
Brigadier E.L. Palmer -
Commadore: R, Percy -

Mr: D.B. Shine -
Air Commodore D.H. Solin -

Air Vice-Marshel S.R. White -~

Agsistant Secretary, Managsment
Services 8ranch

Asgistant Secretary, Student
Assistance Branch, No. 1

Dirasctor, Student Assistance
Branch, No. 1

Director-General of Supply
(Navy)

Principal Executive Officer,
Department of Industry and
Commerce

Chief Executive Officer,
Defence Group Expenditure
Controk

Rssistant Secretary, Budgets
and Estimates (General and ]
Co-ordination)

Director-Genaral of Supply
(Acmy)

Dirsctor-Genaral, Joint Plans
and Operations

' Assistant Secretary, Budgets

and Estimates (Services)

Director-Gensral of Supply
,{Air Force)

Chief of Supply

Mr N.C. Yesnd - chief Executive 0fficer, Budgets
and Estimates (Gensral and
Co-ordination). .
Department of National Respurces .
Mr A.J. Moulding. o - Director of Finance, Australian
Atomic Energy Commission
Mr L.R.. Riches - Assistant Director, -Finance and

Accounts, Management Services
-Branch



Me

e

Mr

Mr

A.D. Thomas:

R.H.J. Thompson

R.K. Warner

Secratary, Australian Atomic
Energy Commission

A Y
Assistant Secretary, Management
Services. Branch

Acting Chief, Uranium Branch,
Australian Atomic Energy Commission

Department of the Treasury

A.B. Ashley

B.M. Browning

A.J. Cummins

D.P. Reynolds

Asgistant Secretary,
A.D.P.. Branch

Acting Senior Assistant Secratary
(Business and Goverpment Relations)
National Capital Dsvelopment
Commission

Project Manager, Applications
Desiagn, A.0.P. Branch

Director, Finance and Gensral
Services Section, Management
Services Branch

Mr M.Jd. Roche - Dirsctor, Strategic Design,
A.D.P. Branch
5. During the public inquiry the Secticnal Committoes were assisted

by the following Observers:

Me
3

2]

Mz

Me
M
s

B

fr

Mr
Mr
Mr

£.3. Ablett
D.G. Batten
L.D. Carder
G.E. Tuigg
V.A. Whitfield
A. Buttsworth
G.A. Mawer
C.J. Dolman
A.M. Finch
B.M. Murden

Auditor-Genersl's Office
Auditor-General's. Office
Auditor-Generalts 0ffice
Auditor-General's 0ffice
Auditor-General's Office
Public Service Board
Public Service Board
Department of ths Treasury
Dsp;rtment of the Treasury
Dapartment of the Tresasury



8. Jho‘lsnt dat¢ for ecceptance of the Original Estimates for
Appropriation Acts (No. 1) and (No. 2), vas 30 April 1975. Tha last

dete for acceptance of the Additionsl Estimates, for Apprépriltiun

Acts (Nos. 3 and. 4) was 19 March 1976. The hew procedure adopted

in 1974-75 for meking provision for salary increases dué;ng‘tha year

was. adopted agein for 1975-76." Section 5 of the Appropriation Act (No. 1)
1975-76 made provision for the appropriation of 'additicnal amounts to be
determined by the. Treasurer to cover the payments during the year Ef increases
in salaries and wages and payments in the nature of salaries. granted under
any law, award, ordsr or determination. Expenditura charged under this
Section up to 19 March 1976 was includsd under the respective depariments
in Appropriation Act No. 3 which included a clause allowing expenditure
from 19 March 1976 on ealary increasses to bs charged to the Consolidated
Revenue fund. .

7. For the financial year 1975-76 an amount of $150m. was provided
under Division 680 -~ Advence to. the Treasurer - in Apptopriatiun Act (No. 1)
to. enable thg Treasurers:

a) to make advances that will be recoversd during
the financial yesr, in respect of expenditure
that is expenditure for the ordinary annual
services of the Governmenty and

b) to make moneys available for expenditure, being
expenditure for the ordinary annual sarvices
of ths Government —

{1} ’particulara‘aﬁ which will afterwards
be submitted to the Parliament; or

(1) pending the iasue of a warrant of the
Governor-Gaeneral specifically applic-
able. to the expenditure.



B. An emount of $120m, was. provided under Division 970 - Advence
to the Treasurer - in Appropriation. Act (No. 2) to snable the Treasursr:

a) to make advancee that will bs recovsred during
the financial year;

b) to make moneys available for expanditure,
particulars of which will afterwards bs sube
mitted to the Parliament, including paymenta
by way of financial assistance to a State on
such terms and conditions, if any, as the
Treasurer determines; and

©) to make moneys available for expenditure,
pending the issue of a warrant of the Governor-
General specifically applicable to the expenditure.

9. In its examination of expenditure from. tha Advance to the
Treasurer, the Committee sought to ascertain whether or not expenditure
has been confined to urgent and unforeseesble requiremsnts for which
provision could not have been made in the Original and Additional
Estimates. The Committee also sought to ascertain whether or nat the
departments. concerned have maintained efficient administration in the
akpendibure ¢f funds under the items selected for examination at the
public inquiry..



CHAPTER 2

DEPARTMENT OF ABORIGINAL AFFAIRS

Division 120/2/08: Administrative - Administrative Expenses -~
Motor Vehiclaes - Hire, Maintenance and
running expanses

Funds Available 1973-74 1974-75 197826

$ $ $
Appropriation Act No. 1 - 615,000 780,000
Advance to the Treasurer - 26,000 59,000

TOTAL. FUNDS AVAILABLE 487,090 641,000 839,000
TOTAL EXPENDITURE 486,817 633,928 838,773

UNEXPENDED FUNDS AVAILASLE 273 7,072 227

1G. This item pravides for expenditurs on the running and. meintenance Exhibit
costs of the Department's establishment of vehicles on. permanent 168/“
allocation from transport ponfs, the use of hired vehicles in areas
where no other facilities. exist and the expenses of the SRNS air-
cushioned vehicle on hire from the United Kingdom. It was a new
item in 1974~75. Expenditure was previously mads from several
other items and, while it has been possible to isolate total
appropriation and expenditure in 1973-74, it ie not possible to
nominate particular Acts under which the appropriation. was providad.

11, In ite original submission of 15 July 1976 tha Department Exhibita

statad: 163/&4'

. and
163/R5".

“At the time of both Revised and Additional Estimates

no. variation from aveilable  Appropriation ues. evident,

In late May and early June, 1976, however accounts for

the Northern Territory Oivision-car hire, which had.

not previously besen expscted, were received from the

Department of the Northsrn Territery. Prior to this

time accounts up to,. and including, only cost pariod

9 had besaen anticipated, but the actual accounts received

covered up to, and included, cost period 11."



12,

On 6 September the Department submitted supplementary

information which contained the following admissions:

13,

"A dstailed investigation of the timing of submission
of accounte for vehicle hire from the Dspartment of
the Nocthern Territory and payment by the Northern
Territory Division of this Department has ravealed
that sufficient information was aveilable to that
Division, possibly as sarly as December 1975 but
certainly by March 1976, to predict that the original
allocation of funds would be insufficient.®

The Chairman of the Committes on opsning the ingquiry on

this item made the following comments on the Department's

submigsions

14.

"In asseseing whether or not a department is justified
in seeking funds from the Treasurer's Advance, the
Committee needs to know whether the. expsnditure was
foresesable. In the case of item 120,2,08, the
Committes found that the Department's original
explanation wes inadequate becauss it lacked sufficient
detail on which the Department!s estimating performance
could bs judged. The Committee therefors. included

the item in its list for public inquiry. Subasquently
ws received a supplementary submission containing
information which, if it had been included in the
original submission, mey have obviated the nesd for a
public inquiry on this item. The Committes's raguest
for a submission was originally made on 29 Juna 1976
and: the Committee feele that it must Pirst of all
express its dissatisfaction with the Department's
disclosure that the original submission centained
inaccurate information. Secondly, the Committes is
disturbed that the Dspartment discovered these
inaccuracies only recently and that the supplementary
submission was received by the Committes's secretariat
yesterday afternoon."

In considering the background to this item, the Committee

was told that a first bid of $819,000 waes submitted to Treasury
for this item at the time of draft estimates for 1975-76 and an

amount of $800,000 agreed with Treasury at estimates discussions in

May 1975. On 21 July 1975 the Treasury advised that the ad hoc

Q. A206

Exhibit

163/AS

Committee of Cabinet on budget expenditure sought a reductionof 10per cent
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ovarsll in the Administrative Expenses Sub-division {120/2)on agresd
bids. Ae part of this dirdction the Department agrsed to reduce the

proposed @ppropristion for 1975-76. for Division 120/2/08 to $780,000,

furthar reduction baing nnﬁlid-rad impossibla in tha light of the
numbers- of motor vehicles on permanent. hire to the Departmant for
field use. Other items were reduced by a greater amount.

18, The estimated expenditure of $780,000 provided for the
running and' mniﬁtunancl‘ expanses of the Department'e establishment
of vehicles on permanent allocation. from. traneport poole, the use of
hired vehicles in areas uherenocother facilities exist, the use of
pool car ¢ port and the. axp of the SRNS air-cushionad
vehicle on hire from the United Kingdom.

Analysis of Fstimated and Final Expenditurs
Divisian 1202:206 =~ 1875-76

Estimated Final.
Exponditure Expenditure
$ $
Central Offige 54,500 40,019
New. South Wales 5,000 17,343
Victoria 31,500 33,103
Queensland 9,000 18,323 |
South Australia 8,000 11,999
Wastern Austrelia 62,000 103,498
Northern Territory 380,000 435,920
Hire and operating
axpanses of <A.c.|l. 20G,000 177,568
780,000 838,773
16. The Committse was told that stringent efforts wera made by.

the Department throughout the financial year in am sffort to contain
expenditure within the available: appropriation. The Government had'
issued instructions that tha ‘use of pool. car transport was to be.

Exhibit
163/A5

Exhibit:
163/A5

-

L3
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sharply curteiled.and in complying with the. epirit of thie directionthe
Departmant adopted & policyof utilising both airline tranapert betusen air-

port and city terminals and puhilie t port sarvices possible.

following an exhaustive raview of ths esteblishment of mator vehicles on

permanent allocation to the Departmant, decisions.wers taken to cancsl the
hire of a total of 27 vehicles and to cancel the proposed acquisition,

on behalf of  the Department, by the Department of Administrative
Services, of an additional 12 vehicles during the Pinancial year.
Notwithstanding this reduction in establishment, it was necessary

to take on hire en additional 7 vehicles in the Eastern (New South Wales)
region to cope with the requirements of expansion into area offices at
Lismore, Dubbo, Bourke, Queanbsyan, Griffith, Moree and Wilcannia, and
one additional vehicle in. the South Australien regibn.

Actual Motor Vehicle Establighment 1875-76

A R0 LOeaRemBent 1

1 _July 1975 30_June 1876
Central Office 3 3
New South Wales 3 10
Victoria 22 12
Quesneland 6 6
South Australia 3 4
Western Australia 42 37
Northern Territory 169 156
TOTAL 248. 228
17. There were significant variations from the original estimated Exhibit
equnditura, occasioned mainly by increased weekly and kilometrs charges ;:g/g?
for vehicles on permanent hire which bascame effactive after the A243

formulation of the estimate, Variations occurred in most offices

of the Dapartment. In the Central Dffice, the most significant effect
of the curtailment of pool car transport. was evident whera expenditure
was reduced by some $14,008 from the estimata.
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18. In New South ieles a drematic increass. uas caused by the
hire of an additional 7 vehicles mentioned above and expenditure.
ipcreased by some $12,000 over the astimate. At the. time of the
preparation. of draft sstimates f:he Queensland region had baen in.
operation for only two months and at a low level of activity, The.
estimate was prepared in Central 0ffice and proved to be inadeguate.
It was also riecessary to raplace cne ssdan with a four-uhesl drive.
vehicle to enablé year round operation in the. conditions encountered
in North and Western Queensland. In the svapt expenditure exceeded
the estimate by approximately $10,000. In South Australia the hire
of an additional vehicle and increased hire charges during the
financial year causéd expenditure to exceed the sstimate by $4,000.
In Western Australias the region attempted to exercise restraint and
“pduce expenditure during the year by cancelling the hire of five
vehiclas but increesed hire charges resulted in expenditure exceeding
the estimate by $21,000,

19.. The Committes was informed that a SRNS air-cushioned vehicle
wes hired on the. advice of a consultant who waes smployed to advise
the Department in relation to a contract for the construction of an.
air-cushioned vehicle. The consultant. who was engaged on the advice
of the Department of Transport sugyested that ths fsasibility of
operating a hovercraft in the Torres Strait ares should be assessed.
The only available vehicle was leased. from the United Kingdom so

the Department could gein operating experience in the conditions
paculiar to the Torraes: Strait Islands.

Analysis of Expenditure on SRNS

Estimated fFinal
Expenditure Expenditucs
K3 ) $

(1) hire charges 75,000 ) 68,849
(ii) opsrating coats. §0,000 opsration 28,821

‘freight. 17,884 46,705
(1ii) fuel expanses 45,000 Puel 30,936

drum.
deposits _7,080 38,016
(iv) crew expsnses 30,000 23,998

200,000 177,568

Exhibit
163/A5

Exhibit
163/A7 and
Qs. A220
and A221
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20. In ite supplementary submission the Department informed Exhibit
the Committes of difficulties in finencial control in the 36341\43 and

Noxthern Territory erea. The Department of the Northern Territory
rendars accounts for 13 cost pericds over the financial year. It is
the usual practice that accounts for cost period 13 of the previous
year and coet periads 1 to 12 of the currant year are rendered and
paid in a given fimencial year. tLog sheets deteiling usags of the
vehicles are submitted by the user and accounts compiled on baoth a
kilometre rate and a weekly hire rate. These log shsets are Praquently
not available at the time accounts are prepared and, whers this is

the case, usage is estimated and adjusted in subsequent accounts

uhen available. This causes major fluctuations from one cost period
to another end creates some problems in estimating and budget manage-
ment in the sbsence of a trend. The Committes was informed that the
Oepartment has great difficulty in obtaining log shests from the

remote communitiss. The Regional Office has to taks follou-up action
to obtain overdus loj shests and delays cam alsdbe causad by irregular
mails. ’

21. The Northern Territory Division advised Central Gffice Exhibit
on 28 May 1976 that their original revised expenditure estimste 163/%
of §$370,000 had bsen incorrectly assessed on the expectation

that accnunts‘up to and including rnly cost. period 9 would be

recaived but the account for cost period 10 was. to hand and it was
expected that the account for at lsast cost pariod 11 and possible
cost period 12 would be received. Expenditure of $475,000 uas
forecast which was $98,500 in excess of availabls funds. The
Department sought approval from the Treasury on 15 June 1976 to en
increase in commitment approval of this amount and to the issue of
funds from the Advance to the Troasurer. In the event $59,000 was.
required to meet accounts up to and including cost paricd 11.

22. The departmental witnsss informad the Committee that it Exhibit
digscovered its original submission was incorrect approximately ag?/:;;hgnd
1% weaks before the hearing when it sought to amplify the A218

original submission provided for the Committee. A detailed



v - 14 -

investigation had revealed that the situation. regarding funds had

been capable of being forecast prior to. Additional Estimates. The
original bid submitted by the Northern Territory Division wes for
$399,000 based on an average of 169 vehicles and funds of $390,000
were providaed from the appropriation. The Division inatituted a
comprehensive. review of vehicle usage which rasulted in the hire of

13 vehicles being cancelled during the 1975-76 financial year. It

has eince bean established that incrsased kilometre and weekly hire
charges effected in July 1976 were not taken into account by the
Oivision when reviewing estimated expenditure during the financial
year., The increased weekly hire charges alone would have added an
amount of approximately $21,000 to anticipated. expenditure and
increased kilometre charges a further amount of approximately $30,000.
It had alsc besn established that the Division had relisd solely on
using the actual expenditure to date as a means of reviewing estimated
expenditure. Due consideration had not besn given to accounts

received but not yet paid, uhich at some periods of the financial year
wera. substantial in amount, or to the trend of the receipt of accounts
in comparison with previcus years. The witness told the Committes
that the rate at which accounts wers being received from ths Departwment
of tha Northsrn Territory had changed during the period. Whareas in
previcus financial years accounts had been rendered periodically, during,
1975-76 they uere speeded up and cams in monthly. The witness admitted
that the Division should have taken this factor into account when
estimating. It was adnitted that basic and establiehsd. estimating
procedures. had been ignored in the preparation of' estimates.

23, In explaining ths departurs from normal procedures the Exhibit
departmentel witness informad tha Committee that the Finance Section in ;g?/:g,l:"d
Darwin had suffered severs disruption since the Darwin Cyclons. The and A217

Committes wes told that there was a lack of continuity of staff with
expertise in estimating and financial management. The Department
indicated that it will be taking a more diract interest in the
preparation of estimates in that region and hes taken action to
implement a suitable training program and an improved system of
expenditure review.
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24, The Committes wae told that the system of charging for hired: Os. A257
vehicles in the Northern Territory has. recsntly bsen changed. The and A258
Dapartment. of the Northern Territory is now charging only a weekly
hire rate. The Department of Aboriginal Affairs in future will be
responsible for mesting the costs of all fusl, oil, maintenance and
repairs for the vehicles it has on hire. The Department belisves that
as a reault of the changed procedura there will be a need for a mare
affective control over the progress of expenditure than was previausly
required., The witness stated that it was considered that this measure
of control could be achisved,

Conclusions

25, As stated at the public hearing the Committse was disturbed by

a number of matters relating to the evidence submitted to the Committee

on this item. Firstly, the original submission to the Committes

containad inaccurate information which was not discovered by the Department
until shortly before the hearing. Secondly, the original submission
lacked' sufficient detail on uwhich to asssss the Department's estimating
performance.. Finally, the suppl:mentary submission, which reached the
Committes on the day prior to the scheduled hearing, also containad
inacourate information.

26, The Committes views such matters in a serious light and would
draw the Department's attention to the Notes Relating tp Evidence, that
accompany requasts for submissions, which clearly state that the
Commitise expscts that:

"yritten submissions and explanations should bs cere-

fully prepared and thoroughly chacked for adsquacy and

accuracy of detail and absence of ambiguity.®
Treasury Circular 197@/10 dated 11 May 1976 also directs the attention
of departments to the necessity for evidence tendered to the Committee
to be of the highest guality.
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27. In relation to expsnditure on motor vehicles in the. -Northern
Torritory the Committes has noted that the increesed vshicle hire
charges, effactivé:frunrauly-1975. uere not. teksn: inte account by

the Departmant!s Northern Territory Division when assessing its
estiméted expenditure: for the financial year. The. Committes
considera that. the Central 0ffice of the :Department should. have
erisurad’ that provision for the increases was included in. the Division's
estimates for the financial ysar, particularly as action was taken
to provide for the increased charges when assesaing the requirement
for funds for this item in tha varicus. Statss.

28. * The Committes has also noted that the Northern Territory
Division had departed from normal procedurss. in- preparing, estimates
without making provision for outstanding. accounts. The Committas
will be watching with interest the results of the Dspartment's
introduction of an imprdved ayaismfnf expenditura reviews and the
implementation. of a suiteble training program for its staff in the
Northern. Territory.

"
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CHAPTER 3

DEPARTMENT OF ADMINISTRATIVE SERVICES

(1) Division 570/2/06: Administrative - Admill'listrative‘
Expenses - 0ffice Services

Funds Available 1973-74 1974-75 1975=76
[ $ $
Appropriation Act No. 1 3,500,000 6,000,000 3,646,000
Appropriation Act No. 3 - - 2,940,000
Appropriation Act No. 4 234,000 - -
Appropriatfon Act No. 5 - 580,000 -
Advance to tha Treasurer - - 385,000

TOTAL. FUNDS. AVAILABLE 4,134,000 5,580,000 6,971,000
TOTAL EXPENDITURE 4,070,494 5,574,342 6,964,588

UNEXPENDED FUNDS AVAILABLE 63,506 5,658 6,412

29, This item provides for the cost of fuel, light and pouwsr, Exhibit
water supply and' sanitation, night patrol services, slectrical 363{?1 and
maintenance, etc. for buildings Jjointly occupied by Commonwealth )
Government departments. in all States and for all Commonwealth

Government offices in the Australian Capital Territory and the

Northern Territory, except those occupied by the Defence Depart-

ment. Provision is also included for minor maintenance on.

Government-ouned buildings end for same minor works.

30. In an introductory statement to the Committes the dspart- Q8. A1 and
mental witness outlined some of the- factors which complicated the

in Appropriation Act No. 3. It was

stated that at the beginning of the financial year it had been

anticipated that the responsibility for the property management

function would be transferred from the former Department of

1t of requi t.

Services and Property to the Department of Urban and fisgionsl
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"

Dsvelof on 10 ber 1975. iingly $3.646m. wes. appropriated

for Ospartment of Services and Proparty and $3.282m. for the Department
of Urban and Reglonal Development. Ouring the delay in the provision
of Supply in late 1975 payments from the item were delayed to conserve
availablefunds and with the abolition of the Department of Urban and
Regional Davelopment on 22 Decembar 1975 further delays in payment
occurred pending the aveilability of Warrant Authority from the Advance
to the Treasurer, which was not received until 17 February 1976. It
was pointed out that because of these delays, expenditure recorded
prior to the preparation of the Additional Estimates did not give an
accurate view of likely axpenditures for the full fipnancial year.
Estimation of requirements was further complicated by the fact that
two- largs new building complexes became' available for cccupation in
the Australian Capitel Territory during the year and likely
cansumption of services. in those buildings was difficult teo pradict.

3. In explaining the provision of $2.94m. in Appropriation Act
No. 3, the departmantal submission stated that this amount largsly
repregented the unexpended balance of funde provided in the Dspartment
of Urban and. Regional Development. Appropriation 685/2/@6. The
Committee was informsd: that beceuse of the administrative changes and
the fact that the Department of Urban and Regional Development. was
abolished on 22 December, only 22 days after it was due to take over
responsibility for the property function, minimal expsnditure was
made. from item 685/2/06. Witnesses pointed out that no provision
had been made for item 685/@/@6 in the Supply Bill and consequently
no funds would have. been available. until the Appropriation Bills

had- baeen ted to in 1975,

32, The unexpended balance of $3,156,097 was reduced to
$2,940,000 as the net result of an additional requirement of
$208,000 dus t3 increases attributable to electricity, sanitation
and fuel and oil charges and sevings of $424,097, The principal

Exhibit
163/A1 and
Ns. A3 to
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A31 to A36

Exhibit
163/A1 and.
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aaving of $400,000 resulted from the fact that funds for' telephone
concessions. to fire brigades were not required. It was axplained
that concessions had been provided originally by the Postmaster-
General's Department but with the formation of a commercially
oriented Telecommunications Commission it had not been considered
appropriate for Telecom to subsidise the fire brigades through
telephona concassions. Funds had been provided through the
Depaftment of Administrative Services to pay for thess concessions
but they had not baen raquired because negotiations were taking
place betwesn Commonweelth end State Rovernments on the level

of support to be made by the. Commonwealth in recognition of the
protection services providad to Commonwealth: praoperty. Provision
has been made in the 1976~77 Budget to cover payments for 1975-76
and 1976-77 pending the introduction of new arrangements..

33. In relation to the closing dats for the Additional
Estimates the Committee was told that departmentally the closing
date was 28 February 1976. although clesing date for submission

to the Treasury had been 19 March 1976, The witnsss representing
the Department stated that had significant. increases been brought
to the Department's attention subsequent to the departmental
closing date of 28 February efforts would have bsen made to adjust
the figure. The Treasury Dbssrver {Mr Murden) stated that 19 March
was the effective date of closing for Additionsl Estimates as far
as Treasury was concsrned but thers could be. occasions where
amendments could bs mads to the estimates after that date pro-
vided drafting and printing of the Bills had not gone too far.

34. The departmental submission stated that ths major reason
for obtaining funds from the Advence to the Treasurer was to pay
accaunts on hand in the A.C.T. whers an additional amount of
$395,590 was required for the Property Division, Part of this
amount was offset by savings then available in the States ($10,240)
and the Purchasing Division in the A.C.T. ($769).- The State by
State break-up of expenditure was as follows:

Qs. A11 and
A5t to Ab4

Exhibit
163/a1
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JYotdl Final Variation
Stats Appropriation ‘Expanditure +) or (-
. $ $ $
New South Wales 936,240 879,430 - 56,810
Victoria 910,400 966,629 + 56,229
Queensland ' 805,900 809,292 + 3,392
South Australia 234,500 213,030 - 21,470
Western Australia 334,800 350,008 + 15,208
Tasmania . 318,600 301,662 - 16,938
Northern Territory 192, 380, 196,752 + 4,452
Australian Capital
Territory 2,853,260 3,247,785 +394,525
TOTAL 6,586,000 6;954,588 +37§,SBB
35. The gubmission pointed out that the mejor areas of variation Exhibit
in expenditure in the A.C.T. were: 163/m1
$
a) Elsctricity + 314,538
b) Fuel + 67,997
c)} Security Services + 24,485
d) Elsctrical. Maintenance. + 22,000
@) Collection of Gffice Waste + 33,604
£) Landacaping Maintsnance - 67,024
(a) Electricity
36. The Committes was told that considerabls difficulty Exhibit

existed in preparing accurate estimates of electricity requirements 163 /A1

for. buildings phasad in over a period of time as it usualiy took

about tuo years before a regular pattern of usage could. be established.
The pro-rata expenditure on. buildings being phased in, did not
indicate the additional requirements which were reflaectad in- accounts
received after the: departmental closure of Additiopal Estimates on
28 Fabruary, penditure c d in ths following build-

ingss
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$
Trade Group Offices 53,200
Cameron 0ffices 174,500
Administrative Building 22,000
Treasury Building 34,000
Miscellaneous increases spread
over 117 buildings . 30,838
314,538
'
« JTrads Group Offices
37. It was explainsd to the Committee that the Trade Group

0ffices were being progressively phased in during 1975-76 and the
increase in electricity expenditurs was directly related to the
phasing in. A sum of $171,000 had been provided in the

Original Estimates but accounts raceived on 25 February 1976
showsd increeses in expenditure of $18,200 above normal
expenditure. This account was received at a time when Additional
Estimates wers in the final stage of preparation and, because of a
heavy workioad, was not. examinsd in time for inclusion in

Appropriation: Act No. 3. The dmpartment's submission stated that:

the increased consumption continued with the introduction of the
Public Servics Board's Mandata computer to the building. The
submission also stated that the fountain at the building was
commissioned during the year and electricity consumption was
"understood to bs heavy". Witnesses were uneble to provide an
accurate estimate of the fountain's powsr consumption pointing out
that it was not separately metered.

. Comeron Offices

38. The Committee was informed that this was a large office
complex with a capacity of approximately 3,000 pecple and was phased
in progressively from May-June 1975 and in fact the last three wings
wers not handed over to the Department until 31 August 1976.

Exhibit
163/m1

and Qs.
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Increases: were attributable to greater than anticipated pousr
cansumption in .newly occupied wings; increased consumption: in
the computer area (the Department. explained that it would have
baen unaware of this at Original Estimates time); heavy pouwer
consumption by the waste disposal facility - “Centralsug"; and
%savy consumption arising out of & feilure in the computer's air—
conditioning system. and the necessity to .use a fuch higher power.
consuming unit to maintain the cperaticnal requirements in. the
computer complex.

. Jreasury and Administraiive Buildings

39, The deparcmental submission stated that there was no
apparent reason for increasad expenditure. in thess buildings
apart from increasad usage and the introducticn of an 11 per cent
increase in electricity charges from 1 April 1976. UWitnesses pointed
out that increased usage in these tuo buildings occurred in
February and March 1976. Witnesass claimed that the increases <
becams apparent too. late for them to be taksn into account at the
time ARdditional Estimates wsre prepared. The witnesses suggested
that the increased consumption at the time may have bsen dus to
the fact that. budgetary constraints were being considered at that
tims and greater overtime was baing worked.

‘

. Gensral Commente

40. The Department explained that it had been awars of the
11 per cent. increase in slectricity charges in the Australian
Capital Territory prior to the closing of Additional Estimates
and had attempted to make provision for the increase in
Appropriation Act No. 3. Bacause of the variaticns already
teferred to this provision. had. not besn adequate.

41, During the course of the inquiry the Committee received
evidence relating to the amount of slectricity consumed after
working hours .as & result of lights baing left an. The
departmental witnesses explained that. cleeners, as part of their

Exhibit
163 /A1 and
Qs. A26
and A4D to
A42

Exhibit
163 /a4
and Qa.
A38 and'
A39

Gs. A19,
A20 and
A26 to
A28



- 23 -

contracts, were required to eliminate as much lighting as possible:
on completion of their work. The Depsrtment had also circularized :
departments on 21 January 1975, 3 November 1975 and 20 August 1976,

' asking for more economical. use of elactricity. Contractors were
circularized in this respect end the Department had also made
inquiries concerning the installation of a tims control desvice in,
the Camarqn 0ffice Complex, at an appréximate cost of $1@,000.

a2, The. Treasury Observer's view was that although tsnant Q. AZ9
departments have a duty to exercise control over the use of

electricily, the prime responsibility should rest with the Department.

of Administrative Services which has the overall responsibility for

office buildings and the cleaning services.

43, The Committee was told that the Department was looking at Q. AB5
methods for more effective control of' elactricity accounts. It

was statad that the Dspartment was endeavouring to have all accounts

rendered monthly so that a more accurate picture of expenditure

over a given period could be gained.

(b) Eusl
44. The Committee was informed that the overexpenditure in fusl Exhibit
was meinly caused by progressive increase in prices culminating in a sgz/glsénd
total increase of 40 per caent on the fuel charge rate existing at the to A48

time of prsparation of the Original Estimates. At the time of sub~
mission of Additionel Estimates an examination of the Fual Accounts
Register and pro-rata’ expenditure to that date indicated that no
overexpenditure would occur. The departmental witnesses explained.
there had been five rate increases in 1975-76 commencing with a

20 psr cent increase from 4 September 1975.. four of these incrsases
occurred before Additicnal Estimates clossd but the Dapartment had

not taken account of any of tham.. The witnesses. wers unable: to
explain how all increases came to be overlooked. They stated that
for some reason the Managemant Services Branch, which would have
received advice. of the increasss from the Tender Board, failed to
advise ths Property Divisian.
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45, The submission stated that fuel costa ware difficult to
estimate bacause of tha ebsance of set delivery schedules, erratic
submisaion of accounts by fusl companies, seasonal variations and
the phasing in of the new buildings.. The Committes was told that
tha Department proposed to taks up the quastion of deliverises

and of the submission of accounts with. the oil companies. The
witness was unable to give any specific instances of' seasonal
variations affecting the sstimate for 1975-76.

{c) Security Services

46, Overexpenditure on security services uvas attributable to
feilure to include provision of $14,010 in the Original Estimates for
thres security contracte and to the failure to take account at
Additional Estimates time of increases of $10,455 caused by the
national wage increases of May and September 1975 and: Februery 1976,
in a fourth contract. Departmental witnesess were unable to explain
how the addi?iunal expenditure relating to these contracts was

overlooked.,

(d) Electrical Maintensnce

47, In its gubmission the Department stated that prior to the
submission of Additional Estimates, the A.C.T. Elsctricity Authority
advised thet they would require an additicnal $7,000 to meet the
costs of electrical maint in G t office buildings in the
A.C.T. for 1975-76. Allowance was made in the Additicnel Estimates
for this increasa. However, the additionsl expenditure on the sub-
item was $22,000. No advice of the additional requirement of $22,000
was- raceivad from the A.C.T. Electricity Authority.

48, At the inquiry it wes. explained that departmentel control
wag difficult because: although departmanté‘wsrs‘rsquirad to make
requasts for elsctrical maintenance through the Department of
Adminiatrative Services, most went directly to ths A.C.T. Electricity
Authority., It was suggested that this was either bacauss of tha
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1

urgent nature of a department's requiremant or because departments
were uneware. of the nesd to make requests through the Department of
Administrative Services. The Committee was told that due to the
large volume of work involved the Department did not have the
capacity to cope with the workload. The Committee was assurad
‘that discussions with the A.C.T. Elsctricity Authority were in
progress and it was hopsd a method: of exercising a greater degree
of control ovst expenditurs could be devised.

{e) Colisction of Dffice. Waste

49, The Committes was told that this service was provided by Exhibit
the Department of the Capital Territory who renderad accounts ;63{?: and

irregularly. At the time of submission of Additional Estimatas

the pro-rata expenditurs did not indicate that overexpenditure would
occur. It was stated that the whole question of the economic disposal
of office wasts was under consideration.

50. The vitness stated that tendars were called for the disposal Qs. A71 to
of recyclable material at no cost to the Government but no tenders 2Zg'ng:4

weve received. following further discussions with ths Department

of the Capitel Territory it was proposed to call tenders again but

on this occasion a financial inducement would be offered, although

the vitneas pointed out that the amount would ba much less than the
$150,000 per annum currently spent on the collection of office waste.
The Committes was advised that the Department was currently experisencing
difficulty in separating recyclable waste from non-recyclable material
and that it wes a very labour intensive process.

(b) Landscaping Meintenance

51. The Committee was told that the Department of Administrative Exhibit

Services was required to reimburse to the Department of Capital 323/§;4and
. . £
Territory the cost of meintaining landsceped arsas in government A7? and

buildings. The departmental submission stated: h83
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"The draft eatimate for this item was based an
information provided by the Dapartment of the
Capitel Territory. - At additionel estimates
time it wes ynderstood that the full amount of
$71,000 would: still be required."

However, at the inquiry the Committes was told that at Additionel
Estimates time there was considereble uncertainty sbout the rate at which
various areas would be' handed aver to the Department and. the

submission stated:

"Claime submitted by the Department of the Capital
Territory during the course of the yeéar totalled
nouhers. near $71,000, due to the fact that certain
areas were not handed over by the N.C.D.Ce on

scheduls."
52.. The Department's submission went on to say that inspections Exhibit
of the aress revesled that the landsceping was being poorly maintained 163/h1
eo accounts %o hand amounting to approximetely $7,600 were not paid as
it was considered that the wan had not been carried out. Discussions
with the Department of the Cepitsl Territory were continuing on thess
matters.
53, The Department conceded that insuPficient staff had been Qa. ABB
sngaged in the activitiss relating to estimating and: expenditure. on :;7Az:é

Government buildings and that this could: have contributed to A98
difficulties with the item.. The witness. hoped that the transfer of
an edditioral officer into the area from another section could

' improve the estimating performance. He also pointed out that an
intra-departmental management consultancy team had bean examining
various aspects. of the Departmesnt*s property management activities
for the eighteen months prior to the Committes's public hearing
{September 1996)‘snd*he hoped' that its findings, which could ba
completed in a further six months, would justify an- increased- lsvel
of staff in the area.
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Conclusions

S4., The Committes accepts that the level of funds sought by the
Department in the Additionel Estimates, and also the reasons for
sesking funds from the Advance to the Treasursr, were reasonable
given the administrative re-arrangements arising out of svents late
in 1975, The Committes appreciates the difficulties the Department
must expsrience in preparing accurate estimates of expenditure for
services to Government buildings and the fact that the expenditure
is primarily incurred by other user departments over which the
Oepartment of Administrative Servicss has no direct control..

85, Notwithstanding the Committes's acceptence of the Depart-
ment's explanation, thsre are a number of features of astimating
and expenditure on. this item about which the Committee wishes ta
comment, Firetly, the Committee would point out that when it is
considering whether a Department was justified in asaking funds from
the Advance to the Treasurer, the Treasury's closing date for
Additional Estimates is considersd to ba the only effective closing
date as far as the Committes's deliberations are concerned. Uhare
a Department sets an "internal” closing date the Committes belisves
that account should be taken of any additional expenditure requirements
which come to notice in the pericd betwesn the departmental closing
date and the Treasury tlosing date and provision made for this extra
expenditura in the Additional Estimates.

56, Secondly, the Committee wishes to comment on the unnecessary
powsr consumption caused by failure to turn off lights not required
outsids working hours. The Committee agrees with the Treasury

view that prime responsibility for this matter should rest with the
Department of Administrative Services. Uhile. the Department can, and
should, sesk the co-operation of other despartments, the Committee
believes that if, as wes stated in evidence, closing down of lighting
is a specific condition in cleaning contracts, the Department should
initiate action to ensurs either that contractors observe this
requirement or that some other solution is found.
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57. Finally, the Comhittee expresses its concern at the gensrally
poor estimating: performance which wes evident in the number of over-
sights and omissions and: lack of consultetion within the Dgpartment
on matters relating to this item. In particular the Committee is
concerned that' a lack of intsrnal communication resulted in no

fuel. inc H that three
security contracts wers overlooked when the Original Estimates were

provision being made for four

baing: prepared and increases to a fourth contract were overlooked at
Additional Estimates time. Thalcammittae also expressss its concern
that witnesses were unable ta explain. how thess increases came to be
ovarlooked. The. Committes would also express concern at. the fact
that an electricity account, which wes raceived. in time for
consideration for inclusion in the Additional Estimates was not
examined bacause of the heavy workload at the time.

58, The Committee hopes that tha internal review of the
Departmant's property management function will provide solutions to
what is a patently unsatisfactory estimating situation. The
Committes wishes to be informed of the outcome of this revisw and of
any subssguent sction taken by either the Ogpartment or ths Public
Service Board to improve tha situation,

§9. The Committee also hopes that action currently taking place
on mattere such as regular submission of slectricity accounts; closer
control of expenditure on electrical maintenance and. alterations to the
system of collaection of office waste, proves fruitful and. wishes to

be advised on developments in these matters.
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(i1) Division 610/3/20: Administrative — Other Services -
Acquisition of cultural, historic
and scientific relics of national

significance
Funds Available 1973-74 1974-75 1975-76
) $ $ $

Appropriation Act No. 1 - - 2,000
Appropriation Act No. 3 - - -
Appropriation Act No. 4 - - -
Appropriation Act No. 6 - 12,800 -
Advance to the Treasurer - - 7,034

TOTAL FUNDS AVAILABLE - 12,800 9,034

TOTAL EXPENDITURE = 10,753 1,568

UNEXPENDED FUNDS AVAILABLE - 1,047 7,466
60, This item provides for the costs of the acquisition of

cultural, historic and scientific relics of nationel significance
pending the establishment of a National Museum or similar
institute. The Committes was informed that funds far the
acquisition of these relics are, with Treasury agreament, sought
on an ad hoc basis. It was explained that the purpose of such

an arrangement was te allow the Government. to purchase such items
should they happen to come on to the market. The Treasury Observer
assured the Committee that such an arrangement did not mean that
delays nieed wcour in the purchass of relics end that Warrant
Authority for expenditurs ageinet the. appropriation could be
approved in a matter of hours. The Committes was told that no
funds were provided in the Original Estimates for 1975-76 for the
purchase of relics. The $2,000 provided was to meet commitments
incurred in 1974-75 in relation to the restoring of a Garrstt
locomotive acquired in that year.

61, The witness from the Department informed the Committee that
on 2 June 1976 the Department received 8 note from the Secretary to
the Minister of Administrative Services indicating that. the
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Minister had spoken to the Prime Minister about the purchase of
Governor Macquarie's sword and dirk. The Department was auare of
the existence of the raliam, beceuse, in the. previous year an
approach was made to the Department by the owners of the sword and

dirk offering them for sale to the Government at. a price of $12,000.
The Department rejected this offer. When the matter wes investigated
following the Prime Minister's interest, the Department advised the

Minister on the relios! likely price at auction and the Prime Miniater

authorised the Department to bid to a 1limit of $10,000., This
approval was given on 3 June 1976.

62, The auction was held on Saturday S June, The Department
arranged for an officer to attend the auction and for that
officer to have a cheque for the payment of the relic&. The
Department used funds from Division 570-2-12 (Incidental and
other expenditure) to pay for the sword and dirk. The witness
admitted that the 6apartmsnt had no real authority to charge the
expenditure to that item and had acted illegally. The
Committee was told that hecauss the Depertment was very busy

at that time of year and bacause there was only a limited time
between approval. of the‘phrchaSS‘and the auction, the funds were
drawn from another item. The witness stated that it was
anticipated that funds would be obtained undsr the proper item at
aome future date end the expsnditure could be journalised.

63, The Committes was told that ths Dspartment requested the
urgent issue »f a Warrant Authority from the Treasurer's Advance
on 18 June 1976. The dapartmental witnsss claimed that pressure
of work at a very busy time of’ the year caused the delay from

§ June, when the auction was held, until 18 Juns 1976, when the
request was made for the issue of a Warrant Authority. The
Departmant did not make gny attempt to expedite the warrant which

was not received in the Department until 1 July 1976, Consequently,

the Warrant requested fram T. te Advance was not utilised.
The. witness told the Committes. that had it not been for the timing
of the auction, just prior to the end of the financial year, this
matter would never have come to the attention of the Committes.
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64. The Treasury Observer exprassed to. the Committee Qs. A130,
A140, A157

tg' i 2 '
Treasury's concern over the impropristy of the Department's action. and A162

In requesting Warrant Authority, the Department had not indicated
to the Treasury that the relics had already been purchased and the
expenditure charged to another Appropriation. The departmental
witness explained to the Committee that the deteils of the mattar
were knoun to very senior officers in the Department. It was
stated that the decision to draw funds from the incorrect appropri-
ation was not solely the responsibility of ths Authorizing Officer.

Conclusions

65. The Committes is most disturbed at the disclosure that the
Department acted illegally when it charged expsnditure relating to
the purchase of Governor Macquarie's. sword and. dirk to thas wrong
appropriation. The Committes views this matter very seriously as
in aerranging to purchase the relics as it did by deliberately drewing
a cheque against an sppropriation that had not besn approved by ths
Parliament for that purpose, the Department contravened a very
important principle embediad in section 83 of the Constitution which
states that:
"Ne money shall be drawn from the Treasury of the
Commonwealth. except under appropriation made by law.®
66. The Committee also balisves that when the cheque was draun,
saction 34(3) of the Audit Aot 1901 was breached in that the proposed
expenditure was not being charged to the corract "head of expenditure",

67. The Committes was most concarned to note during the inquiry
that departmental witnssses did not seem to be fully aware of tha
serious nature of the Department's illegal actions.

68, The Committee considers the circumstances surrounding thia
incident to be sufficiently serious to warrant the. issue of a
circular by the Department of Finance drawing the attention of all
departments to. the need for strict observance of the law relating to
the appropriation of money from the Conselidated Revenus Fund.
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69, In relation to the sventa that occurrad, it is the Committes's
view that. had the special circumatances of the: purchase been explained
to the Treasury, arrangements could-have been made for the urgent isaue
of' a Werrant Authority from the Advance to the Tressurer in sufficient
time to allow the purchase to be mede and. the expenditure charged: to the
corract apprupriati’on.

70. The Committes has alsp noted the. fact thet when the request
for the issue' of Wetrant Authority was f ded to the T: y' on
18 June 1976, there was no indication that the expenditure had alraady
besn incurred and' charged to the wrong appropriation.

(iit) Division 620/2/04s Cocos (Keeling) Islands ~ Administrative
Expenses - Incidental and other expenditure

Funds Aveilable 1973=74 1874~75. 1975-76
I B R
Appropriation Act No. 1 40,400 61,500 50,000
Appropriation Act No. 3 - - 16,700
Appropriation Act No. 4 - - -
Appropriation Act No. 6 - - -
3 to the T 1,870 - 11,000
TOTAL, FUNDS AVAILABLE 42,270 61,500 77,900
TOTAL EXPENDITURE 42,267 61,075 71,668
UNEXPENDED FUNDS AVAILABLE 3 425 32
. This iﬁem provides for miscellansous expanditure such Exhibit
as telephone and postal charges, fmadical, dental and opticel, 163/“
leasas of land, rents, freight and other incidental expenditure
relating to Cocos (Kseling) Islanda..
72. The Department: explained to the Committes that the Q. A176 and
A177

original estimate of $50;000 in 1975-76 was less than the expend-
iture. in. 1974=75,. because some expenditurs such: as the cost of’
repairs and maintensnce were no longer charged to this item.
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73. The Department gave a number of reasons uhy it found Exhibit

it necessary to obtain funds amounting to $16,700 under gg;{g:;“
Apptopriati‘on Act No. 3. Firetly, $7,000 uas required to meet File. 1976/2
$1012 for increased, postal and telephone chargas and $5,988 for and Q. A178
increased usage of telephonss, Secondly, $1200 was needed for

an emargency medical evacuation for which no provision was included

in the Original Estimatess.

74. Thirdly, an additionel $1400 vas required to mest the Exhibit
costs of arrears and current lesse payments on two blocks of 163/ A3
land on uhich ne payments had besn made since September 1973

when the islands were under the control of the former Dapartment

of External Territories. The Committes was informed that the

Australian Government leases tuo blocks of land on Cocos (Kesling)

Islands from the Clunies Ross Estate for the purpose of transmitter

sites.

75. The Dgpartment stated in its submission that following Exhibit

the receipt of a claim for these lease payments it becams aware ag?/ﬁ.,;?d
that no payments had besn made since September 1973.  Howsver, A181 and
during the public inquiry when asked about the date the claim for Mez

lease payment was received, a witness for the Dapartment stated

that no actual claim was racelved. He explained that the Depart-

ment became aware of this matter when the Manager for the Clunies

Ross Estate wrote to tha Department asking for & copy of the records

of all payments made in relation to these leases,

76. The Committes was informed that since 1973 the. Department Qs. A180 and
of External Territories, the Department of the Speciel Minister of :;‘g: to

State and from December 1975 the Department of Administrative
Services have been responsible for the administration of’ the
Cocos (Keeling) Islands. A uitness for the Dspartment stated
that for unaccountable reasons the records concerning the leases
had not been brought to the attention of the appropriate officers
when the. reaponsibility for the administration of the islends had
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tean handed over from the Department of External Territories to the
Department of the Spacial Minister of State. However, the Dapartment
agreed that the paymsnt of the leases should not have been over-
looked and that procsdures should have besn adsquate to snsure that
payments were made when necessary. The Department informed the
Committee that payments are. now made automatically when due in
accordance with the terms of the lease agreements.

7. A further $3,500 was. required to pay for ths expenses Exhibit
associated with a review team sent to Cocos. (Kesling) Islands: in 163/A3
November 1975 to examine levels of wages, prices and conditions

of labour applicable on the Islands. Approval for the visit was

given by the Special Minister of State on 26 September 1975.

8. The Departmant stated that a further $2250 was required Exhibit

to pay for arrears of telephone rentals resulting from the transfer a:?/ﬁfa:nd
of responsibility of the internal telephuone service from the to A188
Daepartment of Transport to the former Department of the Special

Minister of State. The Committee was informed that the Depart-

ment of Transport in an effort to rocover their costs for services

to other Departments had decided to charge the Department of

Administrative Services for rental on the internal telephone

gervice. Notuithstanding that the transfer took place on 1 December

1974, a bill for 1974-75 and 1975~76 was received during ths 1975-76

financiael year and as no provision had been made in the Original

Estimates. to cover this contingency it was necessary for tha

Department. to obtain funds from the Additional Estimates.

79. The Committss was informed that $1350 wes required fram Exhibit
Additional Estimates to mest the costs of increases in miscellaneous 163/A3
expanditure (e.g. freight costs etc.)

B0. Wwith ragard to the $11,000 obtained from the Advance ta. Exhibit
the Treasurer the Department. explained that from 1 Decembsr 1374 ‘s:?/ﬁgé;n:u
the then Dapartment of the Special Minister of State assumad A192

responsibility for all the Government-ouned residences on Cocos
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Island. These residences are lst to Australien Government employses
on a fully furnished basis and whilst the costs of repairs and
maintenance aré borne by thé Department of Construction the
responsibility for the replacement of barrack stores such as. light
olobes, pesticides etc. now rests with the Despartmsnt of
Administrative Services.

81. The Department stated in- its submission that on 21 April Exhibit
1976 the Department of Construction had forwarded a claim for 323/2?9;n:u
$11,063.85 in respect of household items that were purchased' A199

betwssn November 1974 and. January 1976 by that Department for use

in the residences at Cocos Island. Tha Department of Construction
aleo told the Department that an. account for $4,212.27 was submitted
on. 15 September 1975. The Department of Administrative Services
informed the Committee that it only became aware of this account

on 2% April 1976 and that there wes no record of this account -having
previously been received. A thorough search in the Department had
failed to locate the account which was ihcluded in ths. claim
submitted on 21 April 1976 for $11,063.85.

82. The Committes was informed that in September 1974 Exhibit
discussions uere held with officers of the Dapartments of Trensport, ;2?/2gbgngo
Construction and the than Department of the Special Minister of A204

State on the transfer of functions at Cocos Island. During

these discussions it was brought to notice that provision would
have to be made in the appropriations of the administering
Department for the: purchase of these household stores.

83.. The Department stated that when the claim was raceived Exhibit
on 21 April 1976 it becams epparent that out of a multitude of 153/h3
matters that arcse out of these discussions, this requirement had

been overlocked and consequently it was necessary to. obtain funds

fram the Advance to the Treasurer to ssttle this claim.
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Conclusions

B84. The Committeo appreciates that there were estimating
difficulties associated with the transfer of respansibility for
the adninistration of the Cocos (Kesling) Islands between
departments. Nevertheless, the Committee considers that the
Department should have besn avare of the existence of the leases
and ths need to make payments when they wece due. The Department's
estimating, procedures should also have hean designad to ensure
that the commitments for the lease payments were taken intoc account
uhen the Original Estimates were being prepared. Similarly, the
proceduras should have ensuréd that. the necessity to provide funds
for ths household storaes. was notsd following the discuseions hald
with officers from the Departmente of Transport and Construction
in September 1974.

85. The Committes is also concerned that the commitmsnts for the
leaso payments. and the household' stores: were not recorded in the

Register of Commitments as required. under section 31/3 of the Treasury

Directions. Had the Register been properly kept the provision of
funds would not have besn overlaoked.
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CHAPTER 4

e

ATTORNEY~GENERAL 'S DEPARTMENT

Divieion 172/2/03: Courte Administration — Administrative
Expenses - Postage, telegrams and
telephona services,

Funds_Available i 1973-74 1974-75 1975-76

$ $ $

Appropriation Act No. 1 - - 147,100
Appropriation Act No. 3 - - 36,400
Advance to the Trsasurer - - ZO,UDU‘.

TDTAL FUNDS AVAILABLE - 146,600 203,500

TOTAL EXPENDITURE - 142,512 202,999

UNEXPENDED FUNDS' AVAILABLE - 4,088 501
86. This item provides for the cost of postage, telegrams and

telephone services for Judges and staff of the Industriael Court,
Bankruptcy Court, Supreme Courts of the A.C.T. and the 8.7.,
Magistrates im A.C.T. and N.T., staff employed in the Courts
0ffice Branchss in the A.C.T. and the N.T., and until 1 January .
1976 for the Bankruptcy Administration.

1. The Committes was informed that dus to the amelgamation
of one entire Division and three part Divisions into
Division 172 from 1 July 1975 and the loss of part of
the function of the Bankruptcy Administratien from
1 January 1976, comparative figures for 1973.74 and
1974-75 are not available. The amalgamated Divisions
and their 1974-75 coding were:

. Bankruptcy Administration - Division 128 (entire)
. Industrial Court ~ Oiviaion 129 (part)
. Courts Office, A.C.T. - Division 139 ( " )
. Courts Office, N.T. ~ Diviasion 140 { ")

Exhibit
163/81

Exhibit
163/81
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87.  In July 1976 the Dspartment. provided the Committes with & Exhibit
brief statement which explained that the Department had sought 163/81
additional fundse in Appropriation Act: No. 3 and the Advance to

the Tressurar to pay unenticipated accounte from the Australian
Telecommunications Commisaion in Darwin dating back to Decembér

1974, to meet additional costs resulting fr'bm increased charges and'

usage and because, at Additionel Eastimates time the Department had:

been unable to assess ascurately the effect of the loss of the:

Bankruptcy Administration.

88.  On 24 Auguet the Committes received an additional submission Exhibit
which stated that "edditional factes have come to notice following ?f‘"’égg &nd
a further detailed examination of the actual expenditures against

the estimates." At the inquiry the. departmental witness

explained that information had come to light during the course of

preparation for the inquiry. He conceded that the. information

presented in the original submission had heen inadeguate end

"not entirely accurate.

89,  In its additional submission and in supplementary information  Exhibit

provided to. the Committes, the Department revealed its proposed, ‘::34?5 :::‘
progressive and actusl spending on the various sub-items con- committes

tained in this item. The details were as follous: Fils 1975/2

Estimate Expenditure Estimate as Expenditure
for 1975/76 at 29.2.76 revised at 1975/76

Additional
Estimates
time
$ $ $ $
Bankruptoy
Administration 57,700 41,535 42,500 42,326

Industrial Court 18,000 7,678 16,000 15,325
ACT Courts 47,000 37,041 60,000 60,102
NT Courts 24,400 36,444 65,000 85,246

Approp. Act No 1 147,100 122,698 183,500 202,999
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a0. In relation to the underexpenditure of $15,374 on the
Bankruptcy administration, the Committee was informed that this
resulted from the transfer of the major parts of the Bankruptcy
adminietration functions (those associated with the Inspector—
Genwral, the Official Receiver and the Resgistrars. in Bankruptcy)
to the Department of Businees and Consumer AfPairs. Under the
Administrative Arrangements Order of 22 December 1975, this
transfer took effect from 1 3January 1576 but it was not until
February 1976 that the accounting arrangements wers finally
settled, It was explained that the Attorney-General's
Department reteined responsibility for the court, judges and
their staff.

g1. The Committee was advised that in 1974-75 the expenditure
for the Australian Industrisl Court was provided for in Division

129 which also contained provision for expenditure by the Australian

Concilietion and Arbitration Commission and separate accounts ware

not kept for the expenditure by esach body. It was therefore difficult
to sstimate accurately the 1975-76 requiremsnts for the Court and an

underexpénditure of $2,675 resulted.

92. The departmental submission explained that the additional
requirement of $13,102 for the A.C.T. Courts was due to new rates

effective from 1 September 1975 end some increase in usage. The nsw
rates represented en overall average increase of the order of 40 per

cent for a full year. The witness explained that part of the
increesed usage could have bsen. attributed to the taking on. of
additional functions such as the introduction of the Small Claims
Court but generally increased workload would have been a major
factor in increassd usage.

93. At the public inquiry, the departmental witness explained
that the main area of difficulty in estimating for this item

occurrad in relation to the Court's vote in Darwin where expenditure

Exhibit
163 /B2 and
Qs. B4 ta
88

Exhibit
163/82

Exhibit
163 /82 and
9. B10

Q. B2
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was underestimated by $60,846.. It was stated that a combination
of factors including the introduction of STD facilities to Darwin in
August 1974, the aebsance of any experience of billing under' STD
conditions prior to Cyclone Tracy in December 1974, destruction of
departmental records during the. cyclone, extsneive use of the Courte
phones which ware among the few working after tha c.yclone, ’and the
inability, beceuss of exterior damage. to. ths Court Building, to

secure the doors until April 1975; contributed to the Departmsnt's
inability to control telephone usags and to provids a soundly based
estimate for the 1975~76 financial. ysar,

94. The Committee was informed that the 1975-76 eatimate for the Exhibit

Northern Territory Courts of $24,000 was prepared on the basis of 155/32

known 1974-75 expenditure of '$22,601. It was explained that had ggg,ugéa
the Department known at firiginel Estimates time that there would be end ‘831
unpaid 1974-75 accounte totalling $22,900 at 30 June 1975, the

Department’s estimating bese would have bsen. increased to. approximately

$45,000. Given the higher estimating base and knouwing that $22,500

in. outstanding: 1974-75 sccounts would be paid in 1975-76, the

dapaitmantel witnesses claimed that the Driginal and Additional

Estimates made by the Department would have ' sen much more accurate.

95. The despartmental submission stated that at the time the. Exhibit
Additional Estimates were prepared it was eastimated on a pro-rata. ;:3/2?

basis that the 1974-75 accounts: represented $19,000. After a more B34
deteiled examination of the accounts paid the Dspartmont estimated

the accounts. were $22,900. 1t was explained that the farm af the

accounts raceived by the Dspertment from the Telescommunications

Commission did not enable identification of which accounts related

to 1974-75 and which to 1975-76. Instead of a normal account

for a six months! period, the Department had received aone far

eight and a half months and so apportioned the expenditurs on. a

time basis.



- 41 =

96. The Committse was told that the $36,400 sought in
Additional Estimates was to cover the 1974-75 accounts rendered and
paid for in 1975-76 and to meet the estimated effects of increased
charges effectiva from 1 September 1975. The Department. pointed
out that assessment of the effects of increased charges had been
complicated by a full and partial moratorium on charges for
telophone calls from. Darwin following the byclons. It wes stated
that the Department hed taken. the increassed charges into account at
Additional Estimates time but had not done so to a sufficient extent.
The Commitise. was informed that. the actual custs.per unit of metered

calls-uers ‘as follous:

Period Nominal Actual Rats Diacount
Rate (Darwin)

To September
1974 4.75¢ 4.75¢ Nl

1 Dctober to
24 December
1974 6g 6¢ Nil

25 Docember
1974 to 12
Jenuary 1975 6¢ Nil 100%

13 January
1975 to 31
August 1975 6 4¢ 333%

1 September
1975 to 30
September 1975°

From 30
September 1975 9. 9¢ Nidl

- 6 3348

1.  Although the Department's submission statad that the mora-
torium - ended on 1 Septsmber 1975, the Committes was
told at the public® inguiry that this had been. based
on false information received from Telecom and that
the actual date the moratorium ended was 30 September
1975,

Exhibit
163/82,
and Qs.
B37 to

B43 and
849 .
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97, " The Committee was informed that the $20,000 obtained Exhibit
from the Advence to- the Treasurer on 22 June 1976 was required to 1g3/2:;
meat the cost of the full wffect of the increassd charges on 811, B16
accounts rendersd in April, May and June 1976. Thaess accounts 223‘852
%nﬁallsd $37,242 and: comprised $31,095 for matered calls and $6147 committee

for réntal and other chargas. File 1976/2

98, The Depaptment‘claimsd that this uae Hifficult to sstimate. Exhibit
at tho time Additional Estimates were preparéd. dus tos— 163/82

(i) the lerge increase in the charge for
meteraed calls; and’

(i1) the complexity of the effect of the
original underestimate an. the 1875-76
requiremsnts.

99, In relation to control over the use of STD the witnses Qs. B22
stated that the Dapartment had to! rely on instructions and ta B2S
supervision. He was not certain whether any Darwin Court lines

had access to STD barred. He did not belisve that control locks

would ‘be. an effective deterrent to the overuse of the STD Ffacility,

The witness was not able. to say whether PETRA was available in

Darwin.
CLonclusions,
100. The Committee: accepts. that the Original Estimates were

prepered’ in unuéually difficult circumstences and therefore accepts

the Department's explanation. in relation to the Original Estimate.
Howsver, the Committes is not satisfisd thet the Department gave

due considaration to all the ralevant factors when preparing the
Additional Estimates.. 'The‘Dapartment stated in evidence that it

had been aware at the tima of the Additlonal Estimates that the 1974-75.
expenditure in- the Northern Territory, and tharsfare the estimating base
for 1975-76, had been understated by about $19,000 and that this had to
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bg included in payments made in 1975-76, The. Department had also
taken into eccuunt additional expenditure which was expected as a
result of increased rates. Allowing for these factors and for

the fact that the departmental projections of expenditure on. other
sub-items at Additional Estimates time wers relatively accurate,
the Committee believes that the Department should have sought more
funds at Additional Estimates time to cover its requirements in the
Northern Territory.

101. The Committee is disturbed: by the rapid growth in expenditure
on this. item in the Northern Territory and suggests that the Departmant.
seriously consider ways of reducing unauthorised and/or unnecessary

use of STD facilities. In this regard the Committee would recommsnd
that the Department oxaming the possibility end: economics of accese
barriﬁg lines or of installing the call analyser squipment known as
PETRA.

102, The Committes would also express iis concern at the poor
quality of the original submiseion and draw the Department's attention
to the Notes Relating to Evidence that accompany requests for
submissions, which clearly state that the Committes expects that:

yritten submissions and explenatione should be care-
fully prepared and thoroughly chacked for adequacy and
accuracy of detail and absence of' ambiguity';

Treasury Circular 1976/10 dated 11 May 1976 also directs the
attention of departments to the necessity for evidence tenderad to
the Committee to be of the highest quality.
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CHAPTER &

OEPARTMENT OF THE CAPITAL TERRITORY.

(1) Divieion 213/2/05: Austrelisn Capitel Territory Police -
Adninistrative Expsnses — Motor vehiclaes.
and: launches - Hire, maintenence. and
running expsnass

Funds Available 1973-74 1974=75 1975=76
$ $ $
Appropriation Act No. 1 235,200 287,600 72,4231
Appropriation Act No. 3 - - 99,600
Appropriation Act No. 4 - - -
Appropriation Act No. 5 - - -
Advance to the Trsesurer - - 110,000
TOTAL FUNDS AVAILABLE. 235,200 287,600 282,023
TOTAL EXPENDITURE . 201,068 283,503 280,280
UNEXPENDED. FUNDS AVAILABLE 33,332 4,097 1,743

103. This item provides for the cost of running, maintenance and
repairs of motor vehicles and launchss required by the Police to carry
out law enforcement in the A.C.T. and Jervis Bay.

104, The Committee was informed that following the Adeinistrative
Arrangements Order of 22 December 1975. the functions of tha A.C.T.
Police uwere transferrad from the former Department of Police and
Customs to the Department of the Capital Territory. Under the
Department of Police and Customs, funda for the payment of expenses

1. This amount represents expenditure by the former
Departmant of Police and Customs against Division
485/2,06 and 485/2/87 for tha periad 1 July 1975
to 31 December 1975

Exhibit
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9. B100

Exhibit
163/83



-~ 45 ~

chargeable to this item associated with the. functions of the A.C.T.
Police were included in omnibus appropriations - Divisions 485/2/06
and 485/2/07 - of Appropriation Act (Yo.1)1975-76. Ae the unexpended
balance of these two appropriations as at 31 December 1975 was mada
available to the Department of Administrative Services it was
necessary to create a new appropriation item under the control. of
the Department of the Capital Territory to meet payments in respect
of motor vehicles and launches associated with the A.C.T. Police
functions from 1 January 1976 to 30 June 1976.

108. The Committee was informed that at the time the responsibility
for the A.C.T. Police functions was returned to the Department of
the Capital Territofy, financial records relating to the A.C.T.
Police wers held by the neuly created Department of Business and
Consumer Affairs. Witnesses representing the Oepartment aof the
Capital Territory stated that $99,600 had been sought in Approp-
riation Act No. 3 because advice had been raeceived: from the
Department of Business end Consumsr Affairs that thers were no
significant outstanding accounts and the balance of the original
estimate of $172,000 appesred adeguats, The witness stated that.
the Department of the Capital Territory accepted this advice and
did. not carry out apy further investigations to verify its adeguacy.

106. it was explained that under the Department of Police and
Customs, the responsibility for estimating the requirsments of the
A.C.T. Police had rested with the Central. Dffice. Following the
change in administrative arrangements the responsibility for
ostimating was transferred to the Department of the Capital
Territory although, according to witnesses, it was essentially the
police who estimated their requirements for the periad 1 January
to 30 June t976. The Committee was told that two ofPicers who
were former employess of the A.C.T. Police returned from. the
Central Office of the Department of Business and Consumer Affairs.
Howsver, they had not been associated with finance during their
period with Bueinses and Consumer Affaire and so had to atart. from
the beginning in‘estimatiﬁg the additional requirementd for the
A.C.T. Police.

Exhibit
163/83 and
8. B57

Qs. 862
and 863
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107. The Committes was informed that 1 January 1976 was the
date of transfer of the A.C.T. Police to the Daepartment of the
Capital Territory undar tﬁe‘kdministrativs Arrangements Order.
Howsver, the actual. date on which unpaid accounts were handed
over was 7 January, On 13 January the Departmsnt of Business
and Consumer Affairs formally advised the Dapartment of the
Capitel Territory of the estimated requiremsnts for ell A.C.T.
Police items for the remainder of the finencial year.

108, In relation to the Department's requirement for funds
from the Advance to the Treasurer, the departmentel submission
explained that subsequsnt to the closing of the Additional
Estimates it was ascertained that:
"Accounts totalling soms $117,000 had been received
in the Department prior ta the closure of Additional
Estimates but these were inadvertently overlooked

when assessing the cash requirement for the remeinder
of the year."

109. At the inquiry the Department provided the Committee
with a breakdown of accounts received for this item. This
breakdown showed that accounts totalling $62,596.44 had been
received and regietérad prior to the closing of Additional
Estimatas on 19 March 1976 and a further tuo accounts totalling
$53,620.52 were registered on 24 March. Thess two accounts
brought the total accounts received and registered by the
Department to $116,216.96, With one exception, thess accousts
were for pericds of vehicle hire during 1975. The most recent
account uas one registered on 24 March 1976 for the fortnight
ending 4 January 1976.

110. The departmental witnesses were unable to sxplain how
the accounts came to be overlocked when Additional Estimates
were  being preparsd nor wers. the witnesses able to identify
which accounts had been included in accounts totalling epprox-
imately $24,000 which had been handed over by ths Dspartment of

Qs. B6D,
8617 and
-[:]

Exhibit
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Exhibit
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@Qs. B71 to
878, B8O,
B81, B892 to
B94, BYE
and 897
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Businese and Consumer Affaire in. January 1976. It was suggested
that soms of the overlooked accounts may have been held by the
A.C.T. Police while some may have been in the Central Office of

the Department. It wae also pointed out that the Warrent Authority

to operate on Divieion 213/2/05 did. not become available until 18
February 1976 and working codes wers not available until

23 February 1976 and the witness suggestsd that the accounts would'

have been put aside because funds were not available and wers then
overlooked when the Additional Estimates. were preparsd,

111. The Committes wes told that the accounts related to
charges for police vehicles on permanent hire to the A.C.T.
Police., Prior to tha administrative changes the charges had
been levied against the Department of Police and Customs. A
witnese representing the Department. of Business and Consumer
Affairs stated that there had besn a substantial increass in
the rates payable for hire vehicles in June or July 1975 and
that these rate increases had not besn taken into accaunt in
the Original Estimates. He stated that the Department of
Business and Consumer Affairs would have been looking to the
Additional £stimates to cover thess increases if the A.C.T.
Police had remained under its control.

112.. The witnesses representing the Department of the Capitsl
Territory stated that the additional accounts would have been
discovared soon after Additional Estimates closed, probably
samg time in April. The Department's application for funds
from the Advance to the Treasurer was made on 21 June and the
warrant was issuad on 23 June. The accounts were paid on

28 Junse and. details are as set out. in the table belouw:

Qs. B83 to
8688, 8102
and B103

Exhibit

163/85 and
Qs. B71 to
873 and B89
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Claime Paid 28,6.76

2 0 1D

Date. Cleim

Registered Amount Pariod Cleimad
10.2.76 $ 19,038.04 2 weeks to 14.9.75
10.2.76 2,416.00 2 wesks to 17.8.75
8.3.76 9,308.64 2 uweaks to 26,10.75
8.3.76 9,694, 66. 2 weeks to 31.8.75
24.,3.76 10,707.18 2 wesks to 4.1.76
8,6,76 31,245,53 6 wesks to 29.2,76
24.6.76 '20,712.00 4 weaks to 9.5.76

113. By way of & general explanation of the procedura followed. Qs. B158
subsequent to the Administrative re-arrangements on 22 Decembar to B164
1975 the Treaeury Observers (Messrs. Finch and Dolmen) explained
that Treasury held talks with the representatives of the various
departments in order to review the appropriations as closely as
poesible. The Committee was assured thet the requiremsnts of the
A.C.T. Police were carefully scrutinized and that on the inform-
ation presented to Treasury and the pro-rata expenditure to

31 Dscember it was reascnable' to assume additionel funds would

not be required.

114. The witnees representing the Department of Business and Q. B101

Consumer Affairs agresed that the Original and Additional

gotimatas had been underetated. He pointed out howsver, that

with the incorporation of the A.C.T. Police in the Australias

Police some economiss of scale and of raticnalization had been

anticipated. B
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Lonclusions

118, The Committee is most distuibed by the performances of

both the Department of Business and Consumer Affairs and the Dspart-
ment of the Capital Territory in relation to the formulation of

the: estimate for this item. While the Committes concedes that
there were some extenuating circumstances arising out of the
administrative rearrangements of the:Dacembar/ﬁanuary period,

the. Committee believes that both Departments contributed to the
grossly understated Additional Estimata.

116. The Committes believes that the Dapartment of Business
and Consumer Affairs made a major contribution to the poor
estimate by its feilure to take account of the significent rises
in the rates for vehicle hire when advising the Departmsnt of the
Capital Territory of likely expenditurs far the period 1 January
1976 to 30 3June 1976.

17. The Committes takes & very serious visw of the Department
of the Cepital Territory's failure to maks allowance for accounts
which had been received in the Department and most of which had
been registerad in ths Ospariment's books, prior to the closure of
Additional Estimates on 19 March 1976. The Committee is also
concerned that the Department was. unsble to explain how ths accounts
came to ba overlooked and would suggest that the departmental
procedures for reviewing expenditure at Additional Estimates time
may require re-examination. The Committee would suggest. that
closer liaison between the Department‘s Central 0ffice and the
Administration Section of the A.C.T. Police may also be required.

118.. The Committes would also register its concern at the
fact that accounts velusd at more then $57,000 uere paid on

28 June 1876, presumably with funds obtained from the Advencs
to the Treasurer, even though these accounts had been registered
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in the Department in late March. 1976 or earlier and related to
vehicle hire accounts dating back as far as 17 August 1975. If,
as stated in evidence, the Department had been awere of the
exiet of' these ts in April 1976, tha Committes is at

a loss to underetend why the Departmant did not seek funda from

the Advance to the Treasurer et an earlier date. The Committes
beligves that the delays evident in the payment of these t
reveal a most unsatisfactory atate of affairs and would draw the
Departmant's attention to the conclusions of its 151st Report which
related to delaya in the payment of accounts. The Committee would
also draw the Dspaztment!s. attention to Treasury Memorandum 1976/15
of B June 1976 and in particular to the following comment in that
memorandums

"

1t is becoming inoreasingly evident that, in many depart-
ments, supervisors are not aluays awars of the extent
of delays in the payment of accounte. If this is so,
procedures should be introduced under which it will
bacoms the responsibility of a nominated dfficer to
regularly review. the Repister of Accounts (and other
relevant controls) and to report to the Accountant or
Finance Officer accounts not paid one month after
receipt. Prompt action should be taken to remove the
causes of delays and for seeing that accounts are
promptly paid."



"

-5 =

(ii) Division 213/2/06: Australian Capital Territory Police -
Administrative Expenses - Clothing
and. Equipment

Funds Availabls 1973-74 1974-75 1975-76
$ $ $

Appropriation Act No. 1 157,000 200,000 119,8671
Appropriation Act No. 3 - - 90,000
Appropriation Act No. 4 §,000 - -
Appropriaﬁion Act No. 5 - 70,000 -
Advance to the Treasurer - - 21,000

TOTAL FUNDS AVAILABLE 162,000 270,000 230,867

TOTAL EXPENDITURE 139,444 261,815 229,623

UNEXPENDED FUNDS AVAILABLE 22,556 8,185 1,244
119. This item provides for the cost of uniferms, consumable Exhibit
stores and minor equipment for police use. 163/54
120. The Committee was informsd that under the former Exhibit
Department of Police and Customs, funds for clothing and equip- 153/b4

ment essociated with the functions of the A.C.T. Police wsre
included. in two ormibus appropriations - Divisions 485-2-08

and 485-2-09 shown in. Appropriation Act (No. 1) 1975-76. As the
unexpended balance of these appropriations as at 31 December
1975 was subsequently made available to ths Dspartmant of
Administrative Services it was necessary to create a nsuw
appropriation item under the control of ths Department of ths
Capital Territory to meet the cost of clothing and equipment
associated with the A.C.T. Police functions from 1'January 1976
to 30 June 1976,

1. This amount represents expenditure by the former Exhibit
Dapartmant of Police and Customs against Divisions 163/@4
485/2/08 and 485/2/09 for the period 1 July 1975
to 31 December. 1975
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121, The Committes learnt that tha $90,000 obtained in
Appropriation Act No. 3. rapresented the unexpended bslance of

the funds provided for the A.C.T. Police requirements in
Divisions 485/2/08 and 485/2/09. The witnese representing the
Departmant of the Capital Territory stated that the Dspartment had
relied on the estimate advised by the Departmsnt of Business and
Consumer Affaire and conceded that a proper review of expenditurs
had not baen undertaken,

122, The witness rsprasenting the Department of Business and
Consumer Affaeirs stated that the basis of ths. estimate provided: to
the Department of the Cepital Territory was that in the omnibus:
appraopriations: 465/2/05‘ and 485/2/09, 47 per cent of the total
funds had been spent to 31 December and eo tha balance had bsen.
distributed to the different. police forces on the basis of the
proportion of the bids they had originally mads. It was stated
that the Depahtment had had to meke a judgsmsnt on. what would be
reguired for the balance of the ysar and the Department had
eat.f.matad a requirement of $90,000 for this item. As with

Item: 213/2/05, this estimate had been passed. to the: Dapartment of
the Capital Territory on 13 January 1976.

123. The Committee was informad that the accounts for clothing
and uniforms were handed over to the Administration Section of’

the A.C.T. Police in early January. The documents wers received

by tha A.C.T. Police un. 20 January 1976 and subsaquently handed

over to the Central Office of the Department of the Capital Territory
where they were registered on 10 February. As with item 213/2/05

it had not been possible to pay the accounts before Warrant Authority
became available'on 18 February and working codss provided on 23 Februacy.

124, The departmentsl submission stated that included irn the
documents handed over were outstanding orders totalling $109,000
for uniforms and protective clothing placed by the former Depart-
ment of Police end Cuatoms. Claims totalling $22,500 against

Exhibit
163/84 and'
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B106

Q8. B116 and
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these orders were alsc handed over. The departmental witress
pointed out that the Department of the Capital Tarritory would
not have known the content or extent of orders placed by the
Department of Business and Consumer Affairs until after they had
been handad over and examined. The witness from th.. A.C.T.
Police Administration stated that there had not besn sufficient
time for the A.C.T. Police to examine the documents in detail in
the period from 20 January until 10 February, He stated that
the documents which had been examined tended to support the
estimate of $80,000 for the Additional Estimstes as recommended
by tha Ospartment of Business and Consumer Affairs,

125. The Committee was told thet the Department of the

Capital Territory normally carried out a detailed revieu of
oxpenditure prior to the close of Additionel Estimates, Howsver,

in the cese of this item, no such review was made nof was any analy-
8is mads to ascertain likely delivery dates and cash flow require~
ments. It was conceded that too much reliance lad been placad

on the Department of Business and Consumer Affairs sstimate.

126, It was oxplained that in May 1976 it became clear that
the provision of $90,000 in tha Additional Estimates would be
insufficisnt to meet expenditure which wes properly payable in
1975-76. The Department therafore socught the provision of
$21,000 from the Advance to the Treasursr on 21 Jume 1976.

fonclusions

127. It would asppear to the Committee that the conclusions and
criticisms made in relation to Division 213/2/05 are generally
applicable to this item. The Committee would reiterate its concern
at the Department of the Capital Territory's inability to explain

Exhibit
163 /B4,
Gs, B144
and 8147
to 8150

Exhibit
163/84 and
Q. B153

how accounts which wsre repistered in the. Department on 10 February 1976

could be averlookad in praparing the Additional Estimates which
closed on 19 March.
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CHAPTER 6

DEPARTMENT Of DEFENCE

Division 234/@/h1: Equipment and Stores - Raplacement Equipmant and
Stores ~ Weapons, armements, ammunition and-
explosives

Funds Available 1973-74 1974;75‘ 1975-76

$ $ $
Appropriation Act No. 1 24,752,000 19,726,000 18,780,000
Advance to the Treasurer - - 2,288,000

TOTAL FUNDS AVAILABLE 24,752,000 19,726,000 21,068,000
TOTAL EXPENDITURE 21,948,084 17,557,191 20,995,945

UNEXPENDED FUNDS AVAILABLE 2,803,916 2,168,809 72,055

128, This item provides for expenditurs on the replacement of Exhibit

wsapons, armaments and ammunition.. 153/b7

129, The Dopartment explained that a proportion. of tha Qs. B224,
expenditure for this item is incurred through payments against gggg and
orders: on the United States Services. Such payments are

required to be made in accordance with the terms of contracts

and Australis is obliged to make funds availabls in. such amounts

and at such times as may be stipulated, depending on tha method

of supply adopted by the United States Services..

130. The Department stated that although Australisn Services Qe. B254 to
maintain constant liaison with the United States Services, when B267

it prepares its financial progfama it is not aware of the supply

arrangements that the United States Services might make. It

was explained to the Committee that the U.S. Services could issue

to- the Depertment from stock, the Australian Defence order could

be joined with a U.S, order or a special contract arrangad on behalf

of the Australian Department of Defence. The practice of the United

States Services is to contract for ordnance supplieson an incentive~type
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basis, uwith pesitive and negative incentives. Positive incentives
for example are rewards for producing ahead of schadule or a
reduction in costs, whilst negative incentives are reductions in
conf,ract price for such things as failuca to deliver on dates
specified, or failure to achieve the quality contracted for. The
erartmsnt further stated that by being able to participate in
United States Services contracts it was in a much better financial
position than by centracting itself for relatively small amounte

in ths United States.

131. The Department informed the Committee that following a Exhibit
163/87 and
Qa. B289
schedules after the preparation of the Additional Estimates, the and. B293
Department on 8 June and 28 June 1976 sought emounts of $1.715m.

and $0.573m. respectivaly from the Advance to the Treasurer.

number of variations that ococurred to the programmed expanditure

The variaticne are listed below:

Incressss

. Increased net. expsnditure through the
Depertment of Industry and Commerce
factories $653,000

« Accelerated aelivaries and changed
conditions of ordsrs placed in U.S..A. $1,390,000
i
. Accelerated deliveries of orders
placed in Swedsn $408,000

Decreases.
. As a result of delays in deliveries
docrease in estimated expanditure $163,000
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Incrsases:

132, It was explained to the Committes that the "increased
net expenditure" of $653,000 mentioned in the departmsntel sub-
mission doss not refer to actual increases in costs but. to
payments made ahead of the times it was estimated that these
payments ‘would be made. The Department stated that it based
its expenditure progrem, far the items concerned, on advice from
the Department of Industry and Commerce, regarding costs,
production schedules, possible delays and delivery times. The
Committee was informed that from time to time during the courss
of' production the Department of Industry and Commerce would
modify ite original advice.

133. The Committee was informed that the variation of $653,000
in estimated expsnditure, involved soms 19 orders placed with
the Department of Industry and Commerce factories. The

biggest single variation to estimated expenditure was $489,000
for RAAF 30mm. DEFA ammunition for Mirage aircraft. The
varistions, amounting to $164,000, for the other 18 orders

were -considerad to bs relatively small and included 201b and
105mm. cartridges, and surface flares for the Army, bombs and
cartridges for the Air Force and the Navy order invclved Ikara

migailes and fuses.

134, With regard to the 30mm. ammunition for the Air Office
the Committee was told that because production difficulties
experienced earlisr had bsen overcome, it had besn possible ta
make deliveries earliar than had been anticipated and pro-
grammed for by the Depariment of Defe ce. Consequently the
Department needed $489,000 more than had been allowed for in
its estimates for the 1975-76 financial year.

Exhibit
163/87 and
Qs.. B2385,
3241 and
B242

Exhibit
163/87, Qs.
B229, B233
and B249 to
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Qs. 8229,
B233 and
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135. The Department informed. the Committee that the information
regarding the increase in sstimeted expenditure on orders placed
at the Government munitions factories was not available to the

'Dspartmant until 25 March 1976, which was after the claose of the

Additional Estimataes on. 19 March 1976. In order to pay its bills
the Department found it necessary to obtain funds from the Advance
to the Treasurer.

136. With regard to the asccelsrated dsliveriss end changsd con-
ditions of orders placed in the U.S.A. ths Committee wes. informed
that an order for .30 calibre ammunition was expected to draw
sxpenditure in the financial ysar 1976-77 following delivery from
the U.S. Army source of supply. Houwsver, the letter of offer
accepted in June 1976 called for payment on placement of order of
$134,000. The Department explained that when the United States
Services make issuss. from stock, it is normal, undsr their
procedures with foreign governments to require cash with

the order, so as to provide them with funds to replenish
their stocks, and it was not unusual to receive a lettsr of offsr
calling for payments with an order. This was the case in this
instance and consequently $134,000 was required from the Advance
to the Treasurer as no allowance was mads for this in the
Original Estimates for 1975-76.

137. The Department informed the Committes that on 31 October
1975 an order was placed with a United States Company for flares
at a cost of $556,000. The delivery date was 20 April 1976

and the ordsr regquired payment on delivery, The Committes was
informed that the flares wers placed aboard ship on 19 February
1976 and were delivered well shead of‘scﬁadule. A cleim was
raised and the amaunt of $556,000 wes paid. As no allouwance
had been made for this order in the Original Estimates it wes
necessary for the Department. to obtain $556,000 from the Advance

to the Treasurer.

Qs. 8230 ta
8240

Exhibit
163/87

Exhibit
163/87 and
Q. 8257 and
B260
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138. The Departmant explained to the Committee that at the Exhibit
tima of the initiel preparation of the Additicnel Estimates, agz/ A
late in Jenuary 1976, it had formad the opinion that deliveriss 8260

for this order would not be made for at least two months snd

consequently no all 0. was made for the cost of this order in
the 1975-76 financial ysar. The depertmentel witnesses stated
thet their judgement, which in the event proved bo be wrong, was
based on past trends of normal delays in deliveries. This was
substantiated by the fact that for the previous tuo yaéra the
Dapartment had tended to be over optimistic and had underspsnt

on this item,

139, The Department etated that an amount of $700,000 uas. Exh}pit

: 163/87,
raquired. from the Advance to the Treasursr to meet payments Comnittes
ceused by accelerated deliveries ($309,000) and increased costs Fils‘1976/§
($391,000) on Navy orders from the U.S.A. Por which expenditure ;ggaQ:;dB253:
was not originally planned in the financial year 1975-76. The B282

witness for the Department attributed the increass in costs in
general to escelation in orders over a period of time whilst. the
accelerated deliveries wers dus to availability of material in
the United States system. The Department explained that the
ordare concerned were not a fixed price contract and the
Defence Department pays whet. is claimed by the United States
Authorities.

140.. The Dapartment explained that four major orders accounted Qs. B261 to
for $694,000 with the remaining order covering the balance of B268
$6,000. The first major order of $221,000 for underwater sound

signals vas placed on 9 July 1975, with a guoted delivery time of

eighteen months. However, the Department in mid-February 1976

was advised that full payment had been claimed and paid in the

United States in December 19575.

~
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141, The second ordsr amounted to $88,0D00 for Mark 46 torpedoss
and was placed on. 16 Septembar 1975.. Oslivery times quctaé were '
from 13 to 22 manths so expenditure was planned for the financial
year 1976-77 and 1877-78 , However, without receiving any prior
advice delivery was notified in April 1976 and full expenditure

was incurred in New York in April 1976.

142, The third order was a largs ons, also for markdﬁlturpsdoaa

at a total cost of $11.717m. This order was originally piaced on 30
Jung 1966. The Department stated that by Juhe 1974. no billings had
been received during the. previocus 4 years and indications wers that. the
order was completed. The Department explained that accurate records
were maintained, of the items raceived, and the order was completed

in the senss of deliveries of meteriel, but the Department is not
necessarily aware if the final payment has besn made. As & result of
the Department's pressure on the United States Authorities to confirm
that the order was complete, a further billing amounting to $260,000
was submitted by the United States Navy and paid in April 1976.

143, The Department in explaining why it did not knou if a

payment had been made, stated that it was not aware of all

the clauses in. the contract betwsun the United States Department

of Qefense and ths contractor. Apparently there were certain
provisions that the contractor would be sntitlsd to soms incentive
payments if the material was produced and delivered in accordance

with certain conditiona. The Department helieved that the contractor
concerned did not lodge his claim until several ysars after the deliver-
ies relating to the order had besn. completed. The witness stated

that this situation was not unusual with orders placed with United
States Authorities, consequently, the Department asks them to adviss

if an order is campleted.

144, The Committes was informed that the fourth order which was
for 5 inch ammunition, was placed on 5 March 1970 and amounted to

Q. B251

Qs. B261
to B267

Qs. B263
and B264

Q. 8267
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$810,910.  The Department stated that the bulk of deliveries were
received before the end of the 1974~75 financial year and the.
Department, after making inguiries in. the United States was under
the impression that the ordar could be considerad as completad.
However, in mid-Februery 1976 advice was recsived that a bill for
§125,000. had' been received and. paid against this order in' January
1976,

145. The Department stated in its submission that at the time Exhibit
of preperation cof Additional Estimates an order for 84 mm cartridges 163/97‘
in UK. for the Acmy was expected to result in 1975-76 expenditure

of $35,000. Howauer, accelsrated delivery resulted in $443,000

being raquired from the Advance to the Trsasurer.

146. The Committee was told that the order for 84 mm practice Exhibit

cartridges was placed on 31 October 1974 in Sueden and not in the ;:?/SZBS
United Kingdom as steted in tha departmental submission. At the to 8287

public inquiry the Department was unable to produce the precisae

details of the delivery schedule quoted. in the contract. Howsver, the

Committee was assured that expected delivery dates wera such as to

allow for expenditure of only $35,000 for the 1975~76 financisl year.

147. The Department was not aswars of the factors which influenced Gs. B284
the manufacturers to accelerate the delivery of this order. end 8288
The Department explained that in a global sense: the supply of

materiel is in a somewhat paradoxical situation. On the one hand
there have been shortages of raw materials in the last couple of
years which have caused some delays in deliveries. Whilst on the
other hand the Départmsnt has noticed that there have been conditions,
that have motivated manufacturers of materisl to make svery effort. to
improve their cash flow and consequently some deliveries and payments
have besn made earlier than, estimated. Both of these factors

have at times been. reesponsible for variations in estimates.
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148, The Department informed the Committes that at the time Exhibit
applications were made for additicnal funds from the Advance to g:ﬁé&:&aa
the Treasurer in June 1976, it made a judgement that $163,000 File 1976/2
would remain. unspent becauss of the delays in deliveries and :gdaggé 5:32

other slippage factors. Thiee items accounted for $154,000 of 68301 to B303
the. underexpenditure, the balance of $9,000 rspresents the

net underexpenditure over a wide range of orders. The first
item involved tuo orders placed in the United Kingdom for
Submarine Signalling Stores on 27 June 1972 and 30 June 1973

for a total value of $432,000, Estimated expenditure for 1975-76
was $291,000, actual expenditure incurred was $165,000, con~
saquently there was an underexpenditure of $126,000. The
Department expleined that. it had extrems difficulty in obtaining
these stores fram the United Kingdom because of production
problsms. The Department stated that these problems appsared to
be nearing resolution in. 1975-76 and on the basis of expected
avaflability, provision was made in Additional Estimates for
expenditure against these orders which was not in fact achieved
because of non-delivery.

149, The second item was for an order of 76mm cartridges Committes
placed in the United Kingdom. The Department explained that File 1976/2
the' procurement for supply from the United Kingdom was planned

Por the 1975-76 financial year. Howsver, thare were problems

in negotiations with U.K. Authorities. 1n January 1976

information wes recelved from tha Australian Army Staff that the

order could be placed.and that a depocsit of $.911m. would be required

with the order. Funds provision was made accordingly in Additional

Estimates. In the event the. order was placed on 16 June 1976

but. the deposit was not called for. Thus, an underexpenditurs of

$.011m. resulted.

150, The third item was an order for 30mm. certridges placed in Committee
the United States on 16 Novembar 1975, at a valus of $41,000. File 1976/2
Planned expenditure for 1975~76 was for tha full amount, actual
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expanditure incurred wes $24,000, consequently there was undar-
expenditura of $17,000. The Department explained that when the
‘order was placed in tha U.S.A., it was envisaged it would ba part
filled from United States Services stocks with tho balance. being
provided. by contract at an estimated total cost, bassed upon the
best information then available, of $41,000; B8udget provision was
mede accordingly in 1975-76.

151, The Department in explaining the shortfall of expenditure
of $72,055 stated that the principal factor in this regard was

the departmental requirement to make funds. available  to some

50 Authorizing Officers in. tralia and o The Committee
was. told that approximately 750,000 claime are handled per ysar, and
that the volume makes it difficult ‘to: sstimate precisely the
number of claims which would come in before the end of the
financial year.

Conclusions

152, The Committee recognises the difficulties and complexities
involved in preparing. accurate estimates and controlling expenditure
in this item.. Nevertheless, evidence was given that the Department
was auaté, in february 1976, that additional funds would be

required for the paymente relating to the orders for underwater
sound signals and the 5 inch ammunition, which amounted in. total

to $346,000. The Committee coneidere that provision should have
been. made for these payments in the Additional Estimatas.

Exhibit
163/87 and
Qs. B298,
B304 and B305
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CHAPTER 7.

DEPARTMENT OF EDUCATION

Division 270/4/02: Administrative - Student Assistance Program -
Tertiery Education Assistence

funds_Aveilable 1973~74 1974-75 1975-76
$ $ $
Appropriation Act No. 1 - 78,512,000 95,250,000
«Appropriation Act No. 2 31,908,000 ~ -
Appropriation Act No. 3 - - 3,950,000
Advance to the Treasurer 3,105,000 - 16,820,000
TOTAL FUNDS AVAILABLE 35,005,000 78,512,000 110,020,000
TOTAL EXPENDITURE 34,866,664 77,336,117 109,624,632,
UNEXPENDED FUNDS AVAILABLE 138,336 1,175,883 395, 368
153, This item provides. for expenditure on meang-tested living

allowances and other benefits available on a non-competitive basis
to students undertaking full-time study in approved courses at
Universities, colleges of advanced education, technical colleges and
ather epprovad inetituticns.

184, The Committep wae advised that the Department's require-
mente for $3.95m from Appropriation Act No. 3 resulted from addition-
al expenditurs of $5.4m caused: by the fact that many students
received their initial 1975 bsnefits in the July-December pericd of
1975, This amount was offset to some extent by expected. savings
of $1.45m anticipated as a result of an expected reduction in the
number of students receiving benefits in 1976.

188, In relation to the #ddiviocnal expenditure, the Committes
wes informed that difficulties ware experienced by State Offices

in the assessment of spplications in 1975, These difficulties were
due to the fact that the Tertiar. Education Assistance Scheme (TEAS)

Exhibit
163 /86

Exhibit
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Exhibit
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Qs. B172
and 8173
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was not a competitive scheme and therefora attracted a much larger

number of applicationa than were handled under previcus competitive
échameg. Departmental methods: ard staffing had besn inadequate
to cope with the demand in the peak pericd. Because many students
raceived their initial paymsnt of 1975 benefits (and therafore their

entitlement. for the full year 1975) in the July-December period,
actual expenditure in this period was $47.5m compared with the
draft estimate of $42.1m, It was stated that the use of mini-
computers in 1976 had mads ‘a considerabls diffsrence- to the
prncaseiné of applicetions.

156, " The Committes was informsd that ths Department had
expected: @ drop in the mmber of beneficiariss under TEAS. in 1976
and estimated that. 78,500 students would receive the living
allowance for the full six-month pariod).jahuary to June 1976,
while a further 7,000 would receive benefits for part of the
period. It was explained that payments to thess 7,000 students
for part of the period was expascted to be equivalent to payments
to 2,000 studsnts full-tims. The expected result was an expendi-
ture in January-June 1976 of $51.75m, compared with the draft.

estimate of $53.2m. The Committes was told thet the drop in the
of fective numbar of beneficiaries had hsen expected becauss. wastage
rates under a nori~competitive scheme tended to be higher than under

a compatitive achems. This belief was confirmed. by wastage
statistics under TEAS to 30 June 1975.

157 The departmental witness explained that. a number of
factors contributed to ths Department®s difficulties in accurately

estimating the number of students who would be paid during any ysar.

These  were based. on estimates by the Commissions of the. size

of the tertiary student population. Howsver, the Department ‘had found

that the proportion of the student population. applying for, and

eligible for benafit under TEAS did not bear a constant relationship

Exhibit
163/86 and
Q. B187

Gs. B176
to B178,.
8181, 8182
and' 81687

to the tertiary population. The witnees statest that in 1976 the Depart-

mant supported approximately 40 per cent of a tertiary enrolment of 206,000.
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In 1974 and 1975 the proportions had been 31 per cent and 35 per
cent respectively. It was suggested that the variations could be
pertly attributable to ths newness of the schems and partly to
social conditions such as the pattern of unemployment. The
Department was looking for better statistical indicators to
assist in estimating the 1likely number of TEAS beneficlaries. It
was stated that estimating problems at Additicnal Hstimates time
were compounded because very faw academic institutions commenced
operations earlier than March so the Dapartment had no clear
indication of the number of students who would benefit for the
year.

158. In relation to the Departmentts requirement for $10.82m

from the Advance to the Treasurar, the Committee was told that the
requirement for the funds wes notifisd on 11 May and cobtained in

three stages. On 20 May $1.1m was obtained; on 10 Junse a furthsr
$8.1m wes. obtained; and on 16 June tha belahce of $4.62m was raquested.

159, The departmental submission stated that $5.2m of this amount
was required because it bacame epparent in Mlay and June that the
number of students who would receive assistance in January-June 1976
would sexcesd significantly the number expected when the Original Estim—
ates ard Additional Estimates uere prepared, Apart from fluctuations
uhich might be expected to occur from year to year, it was thought
that the employment situwaetion at the beginning of 1976 had an effect.
Also, improved procedures for processing applications enabled more
students tn bs put on topay before 30 June 1976 and it was realised
that tha number of students receiving living allowance was likely to
be 88,600;. comprising 85,400 on pay at 30 Juns plus a further 3,200
being the full~time equivelent of students receiving benefits. for part
of the six-month ‘period.

160, At the inquiry the departmental witnesses explained that as
a result of processing problems in 1975 the Departmant set up a
committee to thoroughly review the procedures, forms, organisation:

Qs. B203
and 8204
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and public informetion service. The comittes recommended the
uge of a mini-computer which could tuka‘uvar‘the bulk of the
caloulations necessary to assess bensfit levels'and also suggested
a changed organisational pattern- for examining applications. The
Department purchased twelve mini-computérs at a; total cost of
approximately $150,000 and adopted the chariged organizational

pettern. The changes improved morals, job satisfaction and
output, X !
161. As an indication of the benefite of the mini-computer,

the departmental witness stated that by the beginning of 1975 the
Departmarit. had been. able to adyise only 31,000 of 71,000 applicants
using, the old procedures. By using ccmputers the Dapartment had,
by the beginning of 1976, advised 90,000 of 104,500 applicants.

162, A further $1.62m was required becpuse ths average level
of benefits paid per’student wae marginally higher in 1976. than in
1975.. For the full year 1976 the average benefit par student
receiving living allowance was llkely to be almost $1,240 compared
with $1,200 in 1975,

163, The Committes was told that this increase was caused by
an increass in‘ths proportion of independent students receiving
assistance. 'Indapaﬁdant studenta were entitled to' a maximum
benafit of $1,600 whereas other students normally received batwesn
$1,000 and. $1,600. In 1974 23 per cent of students received the
"independent" rate; in 1975 24 per cent received the rate but in
1976 30 per cent received the 1ndapendsht.rata.

164, A further $4m was required because of the introduction of
a new pay cycle resulting in a higher prnpurﬁiun of the total
annual banefit being payable in. the :anuary-june period. The
implications of this change were overlooked in’ the preparation

of Additional gstimates. The Committes was told that the neu
pay cycle had 13 four-weekly instalmsnts, instead of the 12 monthly
payments made: in 1975, resulting in seven payments before 30 June
and gix paqunts after 30 June.

Q. 8195
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165. The departmental submission explained that the under—
expenditure of $395,368 of the funds obteined from the Advance to
the Treasurer resulted from three factorss

(a)

(b)

(c)

An amount of $114,000 was not spent bacause a
higher than expected rate of discantinuance
resulted in 84,200 stidents being in receipt
of living allowance at 30 June compared with
an expected figure of 85,400.

A review during June established that
expenditure which should have been coastaed to
Item 270/3/11 (payment of fees to non-state
Tertiary Institutions) had been recorded against
TEAS. A subsequent journal entry to amend this,
reduced. the recorded ;xpanditura on TEAS by
$159,000. The Committes was told that the
wrong charging occurred in Tasmenis and the
A.C.T.Aand prabably occurred because of
unfamiliarity with the scheme for payment

of fees to non-Tertiary institutions. Because
the errors had occurred in the two smellest
units of the Department, no remedial sction

was preposed.

Cheques repaid during June totalling $122,000

had not been sllowed for in seeking sxtra funda.
Witnesses stated that repayments occurred when
students changed their addresses and chequas
were returned; uwhen students received cheques
after discontinuing their courses and also as a
result of recovery mction taken by the Department
in cases where students wers found to be
ineligible for assistance under TEAS.

Exhibit
163/86- and

Qs. B206 and
8210 to 8214
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Conclusicns

166. The Committee accepts the Department's difficuity in
accurately estimating its requirements for this item and would
commend the Department on the: steps it has teken in an attempt

to hasten the processing: of epplications. The Committes would
be: interested to know whether the revised processing procedures
continued to be of benefit in 1976-77. The Committse would
also be interested to receive sdvice on the Department's progress
in refining its procedures for estimating likely numbers of
beneficiaries under TEAS.

167. The Committee would express its concern at the failure
of the Department to take account at Additional Estimates time of

the financial implications of the new pay cycle which was introduced

at the beginning of 1976. The Committee is concerned at the
fraquency at uhich such oversights occur in all depariments. Too
of'ten, when new financial procedures are introduced, departments
fail to consider adequately the financial implications of such
innovations and ars required to sesk additional funds to maest
commitments under the newly introducsd procedures.

168, The Committes would register its concern at ths wrong
charging of expenditure which should have: bsen charged to Item
270/4/11.  However, the Committes notes that this error was
rectified before the snd of the financial year.
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CHARTER 8
. DEPRRfHENT OFf INDUSTRY AND COMMERCE

Division 640/3/09: Administrative - Other Services —
Tourism Davelopment Loans

Funds Available 1973-74 1974-75 1976-76
$ $ $
Appropriation Act No. 1 - - 200,000
Appropriation Act No. 2 N - 700,000 -
Appropriation Act No, 3 - - 100,000
Appropriation Aet No. 6 - 1,100,000 -
Advance to the Treasursr = = 50,000
TOTAL FUNDS AVAILABLE - 1,800,000 350,000
TOTAL EXPENDITURE - 1,700,000 350,000
UNEXPENDED. FUNDS AVAILABLE - 100,900 -
169. This item provides for loaneé for the purpose of developing

tourist attractions of nationsl significance. The whole of ths
expenditure charged to this item in 1975-76 related to the tourist
developmaent known as 0ld Sydney Toun.

170. 0ld Sydney Town was incorporated on 3 April 1969 as Frank
R. Fox Investments Pty Ltd and operated as a family campany prior
to July 1973, on which date the shareholding was acquiredby

Frank R. Fox Dgvelopments Pty Ltd 49,0%
Bank of New South Wales 25.5%
Travalodge Australia Ltd 12.75%
Bank of New South Wales Nominses Ltd 12.75%
171. The name of the company was changed to 0ld Sydney Toun

Pty Ltd on 30 July 1973. The company is developing & re-creation of
Sydney Cove as it was around 1810. The project was opened to the
public on 27 November 1974 but. full development of the project will
take a number of years. ’

Exhibit
163/a11

Committes
File 1976/2

Committes
File 1976/2
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172, In July 1973 tha-than Governmant app:&ved»;n principle equity
participatiaé in ﬁajurtuurismdavslupmantprujacta. Ih line with this
policy on 17 May 1974 the Government purchased a 25.5 per tent equity
in 0ld Sydney Town Pty Ltd at a cost of $317,028 from Traveladgs
Australia’Ltd. and Bank of New South Walas Nominaes Ltd. The other
shareholders are the Bank of New South Wales (25.5 per cent) and Frenk R.
Fox Developments Pty Ltd (49 par cent). Uhen considering the .equity
purchase, tha former Department of Tourism and Racreation hed before it -

(a) A request dated 10 December 1973 by Old
Sydney Town Pty Ltd, addresased to the
Minister, for a grant of funds to support
ths development of Old Sydney Town. The
request. was. accompanied by a dacumant
incorporating ari economic analysis of
the project prepared by PA Management
Consultants Pty Ltd which foracast an
sconomically viable future for the projesct
in the medium term.

v

{b) A letter dated. 24 January 1974 from 0ld
Sydney Touwn Pty Ltd to: the. Minister provid-
ing additional. financial information about ths
Company including inter elia -

« Resessed valus of' the project as at 2 July
1973.

. Balance shest as at 2 3July 1973 showing

d values c jvtn book values.

« A veluation ($900,000) of the Preshold land
preparad for Frank R. Fox Investments Pty Ltd
on 17 March 1972 by the Austraelian Mutual
Provident bncietya This' valuation assumed

the profit earning, capacity of the development
as put foruward and taking a 10 year aVerags.‘

Committes

a
1976/2

»

+*
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The letter stated that on 17 January 1974 Frank
R. Fox Developments Pty Ltd end ths Bank of New
South Wales purchased the shares formerly held
by Traveledge (Australia) Litd. and Bank of New
South Wales Nominees Pty Ltd at a cost of
$315,000 plus atamp duty, and "it would be
expected that the price to be paid by a new
shareholder would be based on this coat'.

(¢) ~  Comments by the Department of the Treasury dated
28 February 1974 on the aforementioned letter and
accompanying documents. Treasury expressed the
view that "If this valuation is realistic, a
purchase price of approximetely §318,000 would not
sesm unreasonable for a 25.5 per cent equity".

The Treasury quelification on the valuation was on
the basis that the apprecisted vaiue of the land
accounted for 88 per cent of the net tangible
assets and therefore the basis of valuation of
this item was critical to the total valuatian,

173. Prior to the opening the Commonuealth Government loansd 0Qld Committee
Sydney Town Pty Ltd $700,000. This losn vas drawn bstween 30 September i;;z/z
and 16 December 1974 and was subject to an intersest rate equivalent to

the current bank rete plus 2.5 psr cent, payable half-yearly in arrears.

The principsl was repayable in ssven equal annual instalments to commsnce on

31 December 1977. As security for this loan the Commonwealth holds a
Memorandum of Mortgage and Certificate of Title over ths Company's

property at Somersby; The purpose of this loan was to enasble 0ld

Sydnay Town project to attain a reasonable stage of dsvelopment prior to

its opening to the public. The other shareholders had elso made loans

to the Compgny.

Bank of New South Wales $0.7m.
Frank R Fox Davelopments Pty Ltd  $0.4m.
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174, Towsrds the end of 1974 it became apparant that the Committes
Company faced e sericus liquidity situation., Shareholders
agrasd that the Company should continue by means of capital
restructuring. This involved a subatantial.'increasse in paid up
capital. Becausa the project was considersd of sufficisnt
national importance to werrant a substantially incrsased
Government involvement, the Acting Prime Minister and Treasurser
on 16 January 1975 ag: i to the tructuring which would
involve the Commonwealth in a total investment of $3.5m over

the following threes years. This proposed involvement, which

would increase the Government share of equity capital to around
75 per cent, was announced by the Prime-Minister at tha official
opening of 0ld Sydney Toun on 26 January 197S.

175, Pending the proposed capital restructuring of ths Company, Committee
the Commonwealth lcaned a further $1.0m free of interest, Thase File 1976/2
funde were drawn-between 20 February and 27 June 1975. It was ’
anticipated that the funds could be converted into Government
equity at the time. of thsproposed restructuring. The other share-
holders also sgreed to forego interest on thsir loans to. the
Company, pending the restructuring.

176, However, before negotiations procesded it was decided to Committee

engage Price Waterhouse Associates Pty ta undertake a. valuation File 1976/@
of the current worth of the Company!'s shares. They reported in
April 1975 that the Company's assets were in the vicinity of
$2.5m, but liabilities, including secured loans from shareholder,

" were slightly in excess of that amount. Consequently, the value of
the shares was nil. In this instance the freehold land waes valued
at $478,000 on the basis of continued operation of tha project with
financial support fram the Govarnment and tha Bank of New South Wales.

177. The Department of .Industry and Commerce submitted the. Committes
following comments in relation to the valuation of the shares of File 1976/2

the Company:

(a) At the date when the Government took up its equity
sharsholding in the Company, thé project was in the

o
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(b)

(c)

(d)
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development stage and without a history of operations.
Navertheless, in this situation projactions of
earnings is a recognised method of assessing a

value for the shares.

The data put to the Department forecasting an.
sconomicelly viable future for the prnJact‘i cams

from a feasibility atudy prepared by an internationally
recognised consultancy orgenisation. This data was
subjected to analysis within the Department of the
Treasury as well as the Daepartmsnt of Touriam and
Recreation.

The shareholdings acquired on 2 July 1973 by Travelodge
Australia Ltd,, Bank of New South Wsles Nominoes. and
Bank of New South Wales were at a cost of 11.19 cents
par share - equivalent to $285,521 for a 25.5 psr

cent equity.

The consideration for the share trensfers on 17 January
1974, when Travelodge and the Bank of New South Wales
Nominees disposed of their interest, was approximately
12.345 cents per share - equivalent to $315,000
(excluding stamp duty).

The Price Waterhouse share valuatidgi' was made in

April, 1975, after ths Company had suffersed the impact

of sharp cost escalations (particularly in the
construction program) and had' incurred substantial

losses in its first five months of operations, It

was then forecast that. the Company was unlikely to.

earn profits in the foreseeable future. In this
situation the consultants decided that they were unable
to value the shares on an earnings basis and resorted

to the alternative of valuing them on net tangible assats.
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178. Negotiations towsrds the proposed restructure wers delayed Committes
by lack of t bet the Go it and the other share~

" holders on the current valuation of the Company. This issus had
not been resalvad at the time of the change of Government. in
November' 1975 and although an amount.of $3,075,000 had. been
included in Apprapriation Act No. 1in 1975-76 (Division 640/3/07:
Equity participation in tourist developments) no expenditure was
made for this. purpcee. Pending the paseing of the Supply Act, the
Commonwealth Government loansd the Company $200,000 on 24 November
1975, to avoid the pogsibility of the Company being forced into
liquidation. This loan was free of intersst and was charged to
inisinn 648.3.09.

179. With the change of Government in December 1975 the Exhibit

163/A11 and.

Commonwealth's attitude towards an increased financial commitment 0. A364
in 0ld Sydney Town Pty Ltd was reviewed and, as & result, it was
approved that an approach be made to the New South Wales Government
to take over governmental support of the project. Pending the
conclusion of thess negotiations, the Government spproved a furthsr
interest-fres loan. of $100,000 to the Company to meet its immediate
financial obligations. That payment was mads from Division 64G.3.09
to 0ld Sydney Town Pty Ltd on 31 March 1976 against Warrant
Authority from the Advance to ths Treasurar pending Additionsl
Estimates. The funds wers particularly directed towards meeting
the payments of the ! Compensation and Public Risk Insur-

ance owed by the Company. An amount of $92,000 was dus on
31 Mmarch 1976 for this purpose.

180, following tha changs of the State Govarnment in New South Exhibit

163/A11 and

Wales, the new Premisr-advisad that hie Bovernmant would nead to make a 4. A370
thorough investigation of the proposals put foruard»hy the. Common~

wealth and that in the economic. climate prevailing at the time it

would not be practicable for his Government to provide interim

assistance to the Company pending a final decision. The Committee

was. told that a joint working party between Commonwealth and state

File 1976/2
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officials had been established to work out a resolution to the
problem. In the meantime the Company's. creditors have baen
assured that they would bs fully paid whatever the outcome of the
present negotiatiens.

181. While these negotiations were underway the Company Exhibit 7
informed the Dapartm.ent‘ that ite liquidity problems wers acute 153/A11
and the Minister for Industry and Commarce requested the issus

of $50,000 from Advance to the Treasurer. This emount was paid

to the Company on 31 May 1976 as an interest free loan,

182. The Commonwealth has loansed Dld Sydney Town Pty Ltd Q. A361

a total of $2.05m; the Bank of New South Wsles has loaned gggectig%;;ee
$700,000 and Fox Dsvelopments $400,000, With a capital of only

about $100,000 the Campany has a uery low asset backing and

until negotiations are finalised settling ths transfer of the

Commonwsalth's interests, the Commonweelth has not taken any

steps to secure the interest free loans of $158,000 paid on

31 March and 31 May 1976. Details of the Government's locans

to .éhs Company and the nature of tha securities held or pending

are shoun at Appendix A.

Conclusions

183, The Committes accepts the Department's explanation.
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CHAPTER 9

DEPARTMENT OF NATIONAL RESOURCES

Divieion 883/6: Capital Works and Services - Australian Atomic
Energy Commission ~ Uranium exploration and

develapment
Funds Available 1973-74 1974-75 1875-76
$ $ $
Appropriation Act No. 2 - - 5,587,000
Appropriation Act No. 6 - 947,000 -
BAdvance to the Trsasurer - - 7,482,700
TOTAL FUNDS: AVAILABLE - 947,000 13,069,700
TOTAL EXPENDITURE 932,808 10,674,466
UNEXPENDED FUNDS AVAILABLE - 14,192 2,395,234 ,
A
13
184. This item provides for running costs, building and works,. Exhibit
purchase of plant and equipment and investments made by the 163/38
Commisgion for the exploration and development of uranium. N
185, It was explained toc the Committes. that insofar as the Q. B311

financial arrangements betwsen the Department and the Australian
Atamic Energy Caommiseion are concernad, the Commissicn deals
directly with the Treasury in matters relating to its estimates
and sends copies of the information provided to the Dapartment.
Funds arse issued to the Atomic Energy Commission under Warrant
Authority from. the Traesury to the Authorizing Officer of the
Department. These funds are then transmitted immediately to the
Commission and the Dspartment has no further involvemsnt in the
monitoring or control of funds, except that the Department is
responsible for such things as consolidating explanatory notes
for Senate Estimates Committees. But, in general, the Commission,
like other statutory asuthorities, is responsible for its own
financial affairs and deals directly with the Treasury as.
required.
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186, In 1974, Mary Kathleen Uranium Ltd announced a tuslve- P.P. 294 of
for-one new share issue to finance partly the recommissioning of E2Z561t
ite mine, trestment plant and township. The Commission, at the 163/b8‘and
direction of the then government, became the underuriter and in Q. 8321
the outcome took up 41.6 per cent of the shares of the company.

The major shareholder in Mary Kathleen Uranium Ltd is Consolidated

Zinc Riotinto of Austrelia Ltd which held 51 per cent of thesa

shares prior to this share issus in 1974, Under thalunderuriting

agreement Consclidated Zinc Riotinto of Australia Ltd was to teke

up exactly its pro-rata proportion of sharas. The Atomic

Energy Commission was to take up all shares not taken up by other

shareholders, the public and other investors. A Commission of

0.625 cents per share was to bs paid to the Atomic Enargy

Commission, less a handling fes of 0.125 cents per share payable to

brokers to whom the other shareholders might apply. The commission

was not paysbls in respect of the shares taken up by Consolidated

Zinc Riotinto of Australia Ltd.

187. The unsubscribed shares totalled 30,764,142 and to finance Exhibit
the acquisition of the shares the Commission, on 20 Decembsr 1974, ;:?/3212Td
with the consent of the Treasurer and the Minister responsible B315, 8319
for the Atomic Ensrgy Act, arranged an overdraft with the Reserve and 8320
Benk of Australia. The original agresment with the Reserve Bank

was for an overdraft of up to $7,671,036.

188. The nominal par value of the shares was 25 cents. On Exhibit.
application the applicant paid 10 cents, the company made ane a:?/gg1gnd
call in August 1975 for a further 10 cents and a final call on 3362315 and

21 April 1976 of 5 cents. The amount of the overdraft was to
cover the. total purchase and after the initisl payment of

10 cents, further drawings were made to cover payment of the

calls made by the Company. The amount of the overdraft after

the payment of the final call on 21 April 1976 was $7,482,665.
There had been a reduction in the overdraft because the Commission
as an underuriter was paid an underwriter!s commission which



-8 =

amounted to $208,370.55 and' reduced the overdraft Prom $7,691,035
to $7,482,665. The Committes was told that on 13 Sentember 1976

the paper value per share had risen from 25 cents buying price in
Qctober 1974 ta 75 caents par share.

189. The Committes was. informed that under the terms of the
agreement made on 20 Dacembar 1974 with ths Resarve Bank of
Australia, the overdreft was repayable no later than 30 June 1976.
The Commission on 4 May 1976 sought. the approval of the Government
to extend the overdraft a further six months. On 3 June 1976
approval was given to repay the overdraft. A Warrant Authority
for $7,482,700 was subsequently issuad from ths Advance to the
Treasursr and the overdraft was discharged on 7 Juns 1976. tnder
the terms of the overdraft the interest was to be ten per cent
per annum variable according to variations in generel interest
rate levels. In the event, the interest rates remained at

10 per cent paid over six months on deily balances in the account.

190. A witness for the Commission told ths Committee that no
allowance had been made in the Original Estimates to discharge
the overdraft with the Bank. He explesined that the Minister for
Netional Resources had made a statsment on 1 February 1976
indicating that. the Government wished the Commission to withdraw
from exploration activities. On 2 Fabruary the Minister advised
the. Chairman of the Atomic Enerqy Commission that the Govarnment
wished to dispose of its shares held by the Commission in Mary
Kathleen Uranium Limited. No definitive action was taken bacause
the Minister advisad that prior to formal disposal action certain
discussions should take place betusen the Governmsnt, Mary
Kathlesn Uranium Limited and Consolidated Zinc. Riotinte of
Australia Ltd. 0On 15 April 1976 a High Court writ was issued and
served upon the Commission. in relation to the issue and disposal
of the 1974 share issue. It was claimed by the plaintiff,
Kathleen Investments (Australis) Ltd. that the Atomic Energy
Commission did not have the power to subscribes for the shares;
that the subscription was ultra vires; that the allotment of ths
shares wes void; and that the Atomic Energy Commission had neaver

Exhibit
163/88 and
Q. B366

Qs. B325,
B326, 8360
and B361
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been a shareholder in Mary Kathleen Uranium Limited. This. was
seen as an impadiment to the prospgct of being able to asll the
shares the Commission held and was the reason given why the
Commission sought approval to extend the overdraft for six months
expacting the légal action to be completed during that time so that
the Committee would then be in a position to dispose of its shares
in accordance with the Government policy.

191, The Committee was informed that following pressure from
the Reserve Bank to have the cverdraft discherged, the.Divisicn in
theTressury thet is responsible for the oversight of the expend~
iture of the Atomic Energy Commission. on 3 Juns 1976 abtained
approval to repay the overdraft and requested the amount of
$7,482,700 from the Advance to the Treasurer for this. purpose.

192, The Commissdon stated that it was surprised that a
Warrant Authority had been issued which. enabled the debt to the
Reserve Bank to be liquidated. The Commission had expscted that
the request for extension of the overdraft would have besn granted.
The witness explained that in order to save any further interest
charges being imposed by the bank the overdraft was discharged on
7 June 1976, which was the same day as the Warrant Authority was
received by the Department.

193. The Commiseion informed the Committes that the unexpended
balance of funds available ($2,395,234) in the original appropri-
ation resulted from the Goevernment!s decision on 1 February to
phage out the Commisgsion's in(:ulvernsnt\ in uranium exploration

by the end of the 1976 fisld sssson.

194. The Committes was informed that a revision of estimated
expenditure in accordance with the Government's directive to
phase out exploration activities resulted in a saving of $1.86m
of which $1.83m directly related to "Uranium Exploration”. In
the event due to a mors rapid slow down in the exploration
prugram“than was anticipa‘ted a further ‘$500,000 remained under-
spent. against the revised sstimate.

Gs. B333,
8358 and
8359

Exhibit
163/88 and
Qs. B342 and
B343

Exhibit
163/88 and
Q. B344 and
B348

Committes
File 1976/2
and 0. B344,
B346 and
8357
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195. The following table sats out the details of the variations Cammittee
' : File 1976/2
againat the Original Estimatet

Uranium Exploration ‘ Original fovised Actual Variation

and' Deveiopment Estimate Estimate- Expendi- against
N ture Original Est.
$ s $ 8

1. Running. Costs
Exploration; Production,

Marketing 3,155,000 2,110,000 1,734,384 - 1,420,616
2. Buildings and torks

Acgquisition of lend and

buildings in the. :

Northern Territory 1,172,000 587,000 528,741 -~ 643,259

3. Plant and Equipment
Exploration Plant end
Equipment 600,000 400,000 383,296 - 216,704

+ Interast Payable on
Borrowings Reserve
Bank of Rustrelia 660,000 630,000 585,379 =~ 114,621

FY

5,587,000 3,727,000 3,191,800° - 2,395,200

196. The uwitness for the Commission was of the opinion that the Qs. B328
to 8331,°
B362, B363
of funds available when it raquested tha full amount of the and' B365

debt from the Advence to the Treasurer. Mr Finchs the gbserver for the
Treasury, agraesd that with hindsight there should: have been a chaeck of
the funds still available and the Treasury has to accept ths responsi-
bility for not initiating suech a. check. Discussions should have
taken place. batween the Department gnd,ths Treasury.

Department of the Treasury should have considered the unexpended. balence

Concluaiong

197. Havlng conslidered the circumstances the' Committee has no
criticism to make of the Australian Atomic Energy Commission or the
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Department. Howsver, the Committee feels that it must express its
dissatisfaction with the Division. in the Department of ths Treasury,
which reguested that Warrant Authority for the full amount of the
debt should be issued from the Advance to the Treasurer, without
first carrying out a check to sae if funds were available under

this item. The Committes trusts: that action will be taken to ensure
that such a situation will not occur again.
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CHAPTER 10

DEPARTMENT OF THE PRIME MINISTER AND CABINET

Division §01/3s.  Childhood Services - Othsr Services

funds Availablae: 1973-74 1974-75 1875-76
. $ $ $
Approprietion. Act No. 1 1,080,000 20,500,000 -
Appropriation Act No. 3 - - 4,453,500
Appropriation Act No. § 1,000,000 - To-
Advance to the Treasursr - - 186,500
TOTAL FUNDS AVAILABLE 2,080,000 20,500,000 4,640,000
TOTAL EXPENDITURE 1,016,452 2,936,553 4,638,538
UNEXRENDED FUKDS AURILABLE 1,063,548 17,563,447 1,462
198. This item provided funds. for the paymsnt of Research Grants

and recurrent grants direct (as distinct from payments through the
States)to organisations such as cammunity graupg local government bodies
and training institutions for projects, items and services epproved by
the Minister. In particular, the direct recurrent grants under this
item are fors

{(a) child cars centres operated by eligibls
non-profit organisations approved for
grants under the provisions of the Child
Care Act 19723 and

(b) other childhood services such as family day
care, outside school hour care, vacation
care,, staff training and grants fop
organisations assisting. in the development
of community-based services.

199, The Committee was informed that the underexpenditure of’
$17,563,447 in 1974-~75 was the result ofs

Exhibit
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« appropriation levels needing to be determined
ahead of the appointment of the Interim
Committee for the Children's Commissicn end
ahead of the establishment of the Dffice of
the Interim Committee;

« the timing of the establishment of the Interim
Committee for the Children's Commission
(29 October 1974);

« the decision that the Interim Committes would
seek the advice of the State-level consultative
committees on projects and proposals coming
forward from each State; and

. the time it takes for community groups to
ostablish themselves as cohesive organisations
and develop proposals to the stage where respons-
ible funding may be supported.

200. The Department stated that negotiations to establish State-
level consultative committees took longer than anticipated. These
Committess which included representatives of Australian and State
Government interests as well as local government and the community
have the function, inter alia, of advising the Interim Committes

on epplications made by authorities and organisations from the State
concerned.  Thus consideration of new proposals was deslayed until
these consultative committees were established and it was not until
February 1975 that en understanding was reached about these
committees in all the States. While a number of grants were
approved before the end of 1974, the bulk of the new projects

in the 1974-75 financial year were approved in the April-fay 1975
period.

201. The Jepartment went on to say that for the most part, the
initial proposals put forward wers earlier expressions of interest
by community groups to State Departments and Authorities or
proposals by State Departments thesmselves. In the main, projects
approved following consideration. of thess initial proposals were
fundad from the moneys appropriated undsr Division 923/01 (Paymaents
to or for the States). Houwever, action was taken to stimulate and

—_—

Qs. A270
and
Committes
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Committee
File R28
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sncourage action by community groups to shepe and put forward
proposals for nsw services and an increase in the number of diract
applications was expected during the course of 1975-76.

202, The Committee was informed that one general problem in Q. A271
estimating for the item encountered by the Department in 1974-75

uas the lack of experience of the Commonwealth Government gensrally

in the area of children's services and working with community groups.

A witness for the Department stated that it can take some considerable.

time for a child care centre to be establishsd as local government

pernits are required and State Government. licsncing requirements havs

to be met. The uitness said that with the establishment of the new

office of child cere and several years' expsrience the Dapartment was

in a better poaition te estimate more accurately,

203. In relation to the amount of $4,453,500 eppropriated in Exhibit
1975=76 under Appropriation Act No. 3, the Department informed 165/%9
the Committee that an amount of $6,471,000 was appropriated to

the Childrents Commission under Division 502/ﬁvin Appropriation

Act. No. 1 - 1975-76 ao that funds would be available to the
Commission ee soon as the Children's Commission Act was proclaimed.
That appropriation included provision of $5.35 million for rscurrent
grants payable direct to local governmant and community organisationa
for childhood and associated services. and for research, Bacause

the Children's Commission Act was not proclaimed the Children's
Commission was not appointed. Funds under Division 502/1 therefore
were not available to the Interim Committes for the Children's
Commission. Consequently it was necessary for funds to be re-
appropriated under Division 501/3 in the Additional Estimates,

204. The Dapartment in explaining why thers was a difference Qs. A277
between the amounts appropriated under Division‘sn2/@‘and and A278
Division 501/3 gave two reascns. Firetly, the Government had

made a dacision regarding expenditurs restraint and as a consequence

it was necessary to reduce estimates of expenditurs. Sscondly,

because. of the chengs of Government it was not until Faebruary that
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expanditure relating to new programs could be made which limited
the amount of time remaining in the financial year in which the
appropriation could be spent.

205, The Committee was informed that approved recurrent grants
to orgenisations are payable on receipt of a request from the
organisation concerned properly supported by quarterly prograss
reports.

206. The Department. told the Committee that there are numarous
organisatinns‘such‘éS‘community groups or local government councils
concerned with projects such'as child care centres. It uas,
therefore,. difficult for the Department topredict. its reguirements
accuratsly.. The Departmant stated that during 1975-76,
sponsoring organisations developed services approved for recurrent
funding at a faster rate than was anticipated at the time the
estimates wera prepared. Consequently it was nacessary for the
Dapartmaﬁt to obtain $186,500 from the Advance to tha Tressurer.
This amount was obtained on 24 June 1976.

Conclusions

207. The Committee accepits the Dspartment's explanation in
relation to the funds obtained from the Advance to the Treasurer
for this Item.

Exhibit
163/A8

Exhibit
163/A9 and
Qs. A299 to
A303
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CHAPTER 11

DEPARTMENT OF SCIENCE

Division 543/2/b3: Postagse, talegrams and telephone services

for tha Antarctic Division

Funds_Availablae 1973-74 1974-75 1975-76
$ $ $

Appropriation Act No. 1 45,000 §7,000 68,500
Appropriation Act No. 3 - - 30,000
Advance to the Treasurer - - 4,365
TOTAL FUNDS. AVAILABLE 45,000 §7,000 102,865
TOTAL EXPENDITURE' 37,830 56,865 102,856
UNEXPENDED FUNDS AVAILABLE 7,170 135 ]
208. This item provides for ths payment of normal postage and

telaphone costs in Australia as well as the. cost of communication

through the Overseas Telacommunications Commission with: the

Antarctic bases and the sub-Antarctic base at Macquaris.
under this item is the cost of radio telegrams to and. from

expedition ships servicing bases.

Also

209. The Department scught $38,000 for this item in the
Additicnal. Estimates. The Committee was told that the Department
was expsriencing some difficulty in accuretely estimating costs

under this item because of the large back-log in sccounts from

the Dverseas Telscommunications Commission.

The unexpended funds

of $7,170 in 1973-74 uers due to the delay in receiving accounts

from 0.7.C. In examining thawbepartmané's request for funds to
be included in the Additiocnel Estimates, Treasury retommended

that the appropriation be reduced to $30,000, a figure the

Department accepted.

Exhibit
163/A10

and Qs. A315
and A324

Exhibit
163/A10. and
Q. A309 and
A314
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210. The Committee wae told that.on 27 May 1976 the Department Exhibit
163/A10 and
Qs. A324
expedition ship Nella Dan in December 1875, accounts for Nella and A325

Dan and Thald Dan in January 1976, the expedition ships in March
1975. and an expedition ship in February 1976, Also radio telephone
accounts waere raceived for ths period Septomber 1975 to March 1976.

receivad accounts covering radio telegrams to and from the

The Committee was told that the total of bhese accounts was approx-~
imately $15,000 uhich exceedad the emount remaining unexpendsd under
this Item. In its submission the Department stated that because of
the Treasurer's memorandum of 2 June 1976 to all Ministsrs, a special
effort was made to clear as many accounts as possible by 30 Juns 1976,
To achisve the optimum payment an amount of $4,365 was sought from the
Advance to the Treasurer.

211, The Committee waes informed that the Department had received Committes
a further account. of $6,192.40 on 2 June 1976 and had decided to file 1976/2
delay payment until the following financial year.

Conclusions

212. The Committes accepts the Department's explanation that
estimating for this item has been difficult because of the delay in
receiving accounts from the Overseas Telecommunications Commission

It notes that the total of the accounts finally received in the
financial yeer was very close to the amount includsd in Appropriation
Act No. 1 and the amount the Department originally sought in the
Additional Estimates.

213. Treasury Direction 23/3 provides. for the payment of accounts
for telephone and wireless traffic without a detailed check unless
there is palpable evidence of error in the account. Accordingly, ths
Committes doces not accept the Department's statement made in. its
original submission that a "special effort™ was made to clear as
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many accounts as bou[iblt by 30 June 1976. 1t sasms to the Comnittee
that no spacisl effort should have been necessary to pay the account.
tor $4,365 received on 27 May 1976, On the other hand no. effort

was. apparently made: at all to pey an mccount for $6,192.40 received
on 2 June 1976, In the Committee's view this account should elso
have besn paid using funds obtained from the Advance to the Treesurer.
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CHAPTER 12

DEPARTMENT OF SOCIAL SECURITY

—_— e DL

Division 590/3/07: Administrative - Dther Services - Grant to
the Australian Council for Rehabilitation
of Disabled

Funds Available 1973-74 1974=75 197576
$ $ [}
Appropriation Act No. 1 95,000 97,500 150,000
Appropriation Act No. 5 - 23,000
Advance to the Treasursr - - 15964
TOTAL FUNDS AVAILABLE 95,000 120,500 151,964
TOTAL EXPENDITURE 74,461 120,119 151,964
UNEXPENDED FUNDS AVAILABLE 20,539 381 -
214, This item covers finaencial assistance to the Australian

Council for Rehabilitation of Disabled towards ths cost of main~
teining a National Secretariat and related activities, including
international activities.

215. The basic grant to the Council has consisted of an
unmatched amount {varying over the ysars from $30,000 to $90,000)
plus an amount of up to $60,000 matched to income raised by the
Council on a §1 for $1 basis. The $150,000 provided for in
Appropriation Act No. 1 consisted of $30,000 as an unmatched
grant; $60,000 matched and a special unmatchsd grant of §60,000.
Thie grant was to cover a deficit in the organisation's operatians
and to keep their activities going.

216, Payments to the Council are ma&e prograssively through
the year with regard to advicea‘cnpcarning incoms raised and are
subject to adjustment after receipt of an audited statement of
income and expenditure confirming details of the income actually
raisad by the Council.

Exhibit
163/A12

Exhibit
163/A12 and
0. A379

Exhibit

163 /12 and

Q. A3
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217. In consequence of an examination of the Councilts auditsd Exhibit
statements for the years 1973-74 and 197475, it was necessary to ;?3423? and
emsk clarification and further information. from the Council. and its
Honorary Auditors (a major firm of Chartered Accountants), The
Committea was told that the Council had changed its accounting report-
ing and in 197374 for the first time an item appearsd for interest
receivable, The Cauncil didnot include that amount in the incame
raised on which they sought subsidy. The Department expected that
this incoms would be brought to account and included in ths following
yaar.,

218. When the Department received the audited statements for Exhibit
1974-75 in Januery 1976, the incama receivable in 1973-74 had not ;‘:’3{335 and
been carried over to 1974~75. The Council had entered it as a

Balance-shset item - Sundry Debtors and Accrued Incoms. It was thas

Department's view that the income received from the investment was

oligible for a matching grant. While the Council was still entitled

to a further payment of $3,358 in respect of the 1973-74 financial

year its income for matching purposes during 1974-75 fell short by

81,394 of the $60,000 expected to be reached thus leaving a net

amount of $1,964 still payable,

219. In view of the short-fall in raisings in 1974-75, payment Exhibit
of an amount of $2,000 in respect of 1975-76 was held in abeyance 163/A12
until the Council advised, in May 1976, that income of over $60,000

had in fact been raissd. Expenditure at 31 May 1976 totalled

$149,964. To permit full payment of all the Council's entitlement

to 30 June 1976, application was made for $1,964 from ths Advance

to the Treasurer, and payment of $2,000 in June as the Pinal instal-

ment for 1975-76 brought expenditure in that year precisely to ths

total of funds available.

Conelusions

220. The Committee accepted: the Department's explanation.
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CHAPTER 13

DEPARTMENT OF THE TREASURY

Division 963/1/03: Capital Works end Services. - Plent and
Equipment - Department. of the Treasury

Funds Available 1973-74 1974-75 1975-76
v $ $ $
Appropriation Act No, 2 2,731,850 611,500 496,000
Appropriation Act No. 4 - - 16,200
Advance to the Treasurer - - 65,166
TOTAL FUNDS AVAILABLE 2,731,850 611,500 577,366
TOTAL EXPENDITURE 2,412,516 86,485 576,746
UNEXPENDED FUNDS AVAILABLE 318,334 525,015 620
221. This item provides for expenditure on items of a capital

naturs such as computer equipment for the Department of the
Treasury.

222, The Department informed the Committee that a number of

computer installations had suffered from a power fluctuation

disability. The Department. tried to overcome this problem for

its computer by installing, on 22 November 1974, a new system

known as & No-break Powsr Supply. It was explained to
the Committes that even a transient break in the power aupply
of perhaps some milli-seconds, could affect the instructions
baing acted upaon at that particular point in time, and could
involve fairly extensive reprocessing.

223, The Committee was informed that prior to the installation

of a No-Breek Power Supply, it was agreed that Treasury would
provide. funds for its purchase and that the National Capital
Development Commission (N.€.D.C.)}, because of its. technical

Exhibit
163/89

Qs. 8378,
8388 and
8389

Exhibits
163/89,
163/810 and
Qs. B379 to
8381 and
8390
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compatance, would liaise with the supplier regarding delivery,
installation and acceptance of the syatem. After the equipment
was delivered the N.C.D.C. was billed and. after acceptance, the
Commission peid the supplier for the eguipment. Provision was
made in Appropriation Act No. 2 of the 1974-75 financial year to
cover the reimbursement by the Treasury to the National Capital
Development Commission, but the Commission did not cleim far the
cost of this equipment ($210,000) until October 1975, leaving
$210,000 unexpended in the 1974~75 financial year. The department
of the Treasury stated that due to an oversight no provision was
mads in the 1975-76 estimates to cover ths cost of the reimbursemant
for this contingency.

224, The Department in explaining the reasons for the oversight Exhibits
stated that prior to the installation of the No-Break Powar Supply, 123236 and
it had had no experience with this type of financial contingency as  Qs. B377,

B382 and

normally this sort of work is undertaken by the Department of 8390

Services and Property. Howsver, the No-Break Powsr Supply was

a fairly complicated piace of machinery, and rather than operating
through a broker such as the Department of Sarvices and Propsrty,
the Department had dscided that it would negotiate direct with

the N.C.D.C. Normally goods, supplies and contracts for services
to the Treasury are arranged by raising requisitions and purchass
orders. Requisitions are posted to the Appropriation Ledger which
is reviewed at the end of the financial year to establish the
outstanding rsquisitions which must bs carried forward: to the

next financial year. Howaver, bacause agreemsnt to ths install-
ation of the No-Break Power Supply system was reached with an
exchange of letters, no formal reguisition was raised and ths
outstanding amount of $210,00C was not carried forward and con-
sequently no allowance was made for this in the 1975-76 estimates.

225, A witness for the Department of the Treasury informed' the: gs. B389
Committes that no attempt was made to reimburse the N.C.D.C. in and' 8391
1974-75, because the Tressury understood that the final payment

to ths contractor had not been made. The Departmant. stated that
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it was not aware of the reasons why ths N.C.D.C. did not claim
reimburgement until October 1975, eleven months after the system
had been installed,

226, The witness for the N.C.D.C. stated that its normel
procedure for dealing with departmental items of a recoverable
nature is that once an assurance has besn given that funds will

be available, the work is included in the total project, and ths
client would have to provids funds at the time the work commenced.
In this cass a contract. had been let for the accammedation for the
Treasury computer and the contract was subsequently varied to take
into account this No-Break Pouwer Supply system. Towards the end
of the financial completionof the project it was ascertained that
the funds had not been received and the N.C.0.C. issued an account
to Treasury for the outstanding amount.

227. ihs Department stated that dus to staff shortages ceused
by staff ceilings, the development or implementation of new
gsystems and the intended transfer of existing systems from the
Bureau of Statistice computer to the Treasury computer wers
delayed. Also bscause of advances made in technology in the
communications side of computer development it was decided not to
purchagse a front and computar which wee provided for in the
appropriation at an estimeted cost of $125,000. After consult~
ation with the Public Servicé Board, it was decided that an amount
of $194,000 would be mads available from within the existing
appropriation by rescheduling and dsferring, until 1976-77, the
purchase of some squipment programmsd for installation in 1975-76.
In order to settle the account with the N.C.D.C. the Departmant
of the. Treasury, in addition to the saving of $194,000, obtained
$16,200 out of Appropriation Act No. 4.

228. The Committee was informad that the costs of some of the
items deferred in 1975-76 had since increased. For instancs, the
cost of a terminel controller for which $18,000 had besn provided

Qs. B386,
8387 and
B39

Exhibit
163/89 and
Gs. B394 to
8407

Qs. B410
to B414
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in 1975-76 had now risen to $24,000. The price of a mini~

computer for development work had risen from $98,000 to $104,000.

229, wWith regerd to the amount of $65,166 obtained from the Exhibit
Advance to the Treasurer the Department explained that in the 3?3éE?5°"d
latter half of 1975-76 the apportunity arose to purchase

computer output microfilm. equipment which. had been on hire to

the Dapartment. The Department. stated that in visu of the

considerable financial and operational advantages, approvals

wera obtained to purchase the following items of equipments

. 1603 COM Recorder

« 1610 Microfilm Developer

« 1620 Microfilm Duplicator

. 1630 Provisuer

. 65 x 1644 Microfilm Vieusra

230. It was explained to the Committeas that the sbove items Exhibit
163/89 and
Gs. B417
computer output in microfilm form rather than paper. The and, B418

provide facilities for the production and subsequent reading of

Department informed the Committes that the resultant savings on
stationery for the year were epproximately $36,000 and thers was
an estimated savings in. transport costs of' $20,800 per annum.

in addition, there ars considerable indirect aavingalin handling
and storage. Furthermors, the use of microfilm permits the
Ospartment to offer an improved servicé to the ussrs of the
Treasury's computer system.

231. The Department stated that originally, because it was a Exhibit
new area of development and following discussions with. the Public a:?/giognd
Service Board and the Inter-Departmental Committee on A.D.P., and B415 to
it had been decided to move carefully intoc this area and rent the gzgg'aﬁgzsb
equipment. It was agreed to rent soms of the equipment for cne B433

year, and some for two years, at a rental cost of $79,860 over

two years. The microfilm equipment had originaily been rented

for cns year from 1 January 1876. Houwsver, on 15 March 1976

v
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an offer was received at the Australian Government Stores and

Tender Board to purchase the equipment. The offer, including an
sllowance for maintenance of $8,420 for both. the equipment and the
viewars came to $76,195, thus representing an immediate saving of
$3,370, In addition, there was the advantage that the,equipment
could be retained as long as was considered necessary after one

year when the Department intends to carry out a full-scale survey

af its computer and microfilm equipment. The Department. anticipated
the useful 1life of the equipment to be at least four years, The
Dopartment was advised of this offer on 29 March 1976 and on 30 April
received approval from the Inter-Departmental Committse on A.0.P. to
purchage the equipment. The proposal was aelso supported by the
Australien Government. Storss and Tender Board.

232, The Departmant explained that the actual cost of the equip- Qs. B408 and
mant was $67,775, but the suppliers had intimated their willing- B423

ness to deduct from that smount the full value of any rental

payments which had been made up to that date. The rental

payments up to that time emounted to $2,609, so that the actual

amount needed from the Trsasurer's Advance was $65,766. on

30 April approval was requestad for funds to be provided from the

Advance to the Treasursr to purchase the egquipment. Approval was

received on 3 May and an amdunt of $65,166 was made available from

the Advance to the Treasursr on § May.

Conclusions

233, The evidence shows that the No-8rsak Powsr Supply systam
wvas installed on 22 November 1974 and that $210,000 was provided

in the Department of tha Treasury's appropriations for 1974-75

to reimburse the National Capital Development Commission for its

purchase.
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234, The Committes considers that closer liaison should have
besn maintained batueen the Tressury end the N.C.D.C. in relation
to the purchess of this equipment.. The Committes believes that,
following the installation. of the equipment, the Treasury. should
have taksn the initiative by approaching tha‘CUMMIsaLun‘régarding
re=-imbursement, particularly as funde had been provided in. the
1974-75 financial year for that purpose. In the Committes's view
the sesking of & claim from the Commission would not have been. a
distortion of the natural course of events or have been against the
spirit of the gquidelines set out in. Section 18 of the Treasury
Directions for handling claims and the payment of accounts.

235, It is also ths Committee's view that when the re~imbursement
was not mada in 1974-75, a raquisition should have bsen immaediately
raised for an amount to cover the cost of the eguipment. It should
have bsen obvicus to the officers of the. Treasury,. uhers the
appropriation ledger system was developed, that unless a requisition
was raised provision would not bs meds for tha re-imbursement to the
N.C.D.C. in ths 1975-76 Pinancial ysar,
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CHAPTER 14

CONCLUSIONS

236, In Chapter 1 of this Report, the Committes stated that in
examining expenditure from the Advance to. the Treasurer, it had sought
to ascertain whether or not expenditure from the Advance had bsen
confined to urgent and unforeseeable requirements for which provision
could not have besn made in the Original and. Additional Estimates. The
Committes had also eought to ascertain whether or not the departments
concerned had maintained efficient administration in the expsnditure of
funds unddr the items selected for public inquiry.

237, This inquiry has shown that in some cases expanditure from
the Advance to the Treaesurer was confined to urgent and unforssesabla
requirements for which provision could not have been made in the
Appropriation Acts. In other cases, howsvar, there was svidenca of
clerical errors, inefficient estimating procedures, and. dalays. which
caused expenditure to be charged to the Advance when provision should
properly have been mads in the Additional Estimates. Attention has
been drawn to these. inadequaciss where they have been discoverad.

238. The Committee wishes to emphasise to all departments the
sorious light in which it vieuws the action of the Dapértment of
Administrative Services in charging expenditure rslating to ths purchase
of Governor Macquarie's sword and dirk to the wrong eppropriation. When
it deliberately drew a cheque for the purchase against an appropriation
that had not been appruvéd by the Parliament for that purpose, the
Department contravened a very important principle embodied in ssction 83
of the Constitution which stetes that:

. "No monsy shall be draun from the Treasury of the
Commonwsalth except under appropriation made by lauw*.

The Committes also balisves that when the cheque was drawn, section 34(3)
of the Audit Act 1901 was breachad in that the proposed expenditure
was not being charged to the correct Yhead of expenditure".’
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239. In addition the Comnittwe is particularly concerned that it
is still receiving evidence of delays in the paymant of accbunts by
soma Government departments.. The Committee would' direct. the attention
of all depar te to- the T *s letter of 2 Juns 1976 to all
Ministers on the aubject of delays in the payment of accounts and to
Treasury Circular 1976/15 of 8 June 1976 which referred. to specific
paragraphs of the Committee's 15ist Report which dealt with. the same
subject.

5

240. A further metter to which the Cammittee would invite the
apecific attention of departmants and in particular the Ospartments of
Aboriginal Affaire and the Attorney-General, is the Notes Relating to
Evidence that accompany requests for esubmissions, which clearly state
that the Committee expects that:

"yritten submissions and. explanations should be
carefully prepardd and thoroughly checked for
adgquacy and accuracy of detail and- absence of
ambiguity®,

Treasury Circular 1976/%0 daeted 11 May 1976 also directs tha attention
of departments to the necessity for esuidence tendered to be of the
highest quality.

241.. For and on behalf of the Committee,

» Devina, David M. Connoll
Secretary, Chairman
Joint Committee of Public Accounts,

Parliament House,
CANBERRA

21 April 1977
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