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DUTIES OF THE COMMITTEE

Section 8 of the Public Accounts Committeae Act 1951 reads

as follows:

8. The duties of the Committee are -

(e)

(&)

(c)

(@)

to examine the accounts of the receipts and
sxpenditure of the Commonwealth and each
statement and report transmitted to the

Houses of the Parliament by the Auditor~Gensral
in pursuance of sub-section (1) of sectiaon
fifty-three of the Audit Act 1901-1950;

to report to both Houses of the Parliamsnt,
with such comment as it thinks fit, any items
or matters in those accounts, statsments and
reports, or any circumstances connectsd with
them, to which ths Committee is of the opinion
that the attention of the Parliament should
be directeds

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

to inguire into any question in connexion with
the public accounts which is referred to it by
either House of the Parliament, end to raport
to that House upon that question,

and include such other dutiss as are assigned to the
Committes by Joint Standing Orders approved by both
Houses of the Parliament.
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CHAPTER _ 1

INTRODUCTION

1 In July 1977 the Committee obtained from departments explanations relating
to expenditure from the Advence to the Treesursr during 1976-77. Explanations
in respect of twalve items were selected and referred to Sectional Committees
for further examination.

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

Tuesday, 23 August 1977
. Tuesday, 6 September 1977

3. The following witnosses were sworn or made an affirmation and were exam~
ined by Sactionsl Committee A during the public inquiry:
Department of Administrative Ssrvices
Mr N.P. Barwick - Chief Property Qfficar,

Americes/Pacific Region,
Overgeas Operations Branch

fir N.M, Boyls - Assistant Sacretary,
Personnel and Establishments
Branch,

fir K.R. Gleeson - Chief Propsrty Officer,

Northern Europe Region,
Overseas Dperations Branch

fir A.J. Grear - Acting Administrative Officer,

Commonwealth Police
Assistant Commissioner .
L.S.J. Harper - Crime Intelligence,

Commonwealth Police

Mr A.A, Hillier - Assistant Secretary,
Overseaes Operations Branch

.Ar ReJs McCoy - Acting Principal Executive
o0fficer, Programming,
Overseas Operations 8ranch

Nhr A.R. Palmer - Deputy Secretary
k)
nr T.F. Paterson - Firet Assistant Sgcratary,
. . . . . Ministorial and Managemsnt
.- . Services Division *
fc P.0. Priestly e Acting Director,

Budget and Estimates Section



Mz DJ.R. White

<o

- Resistant Secretary,
Finance and Office Services
Branch

4. The foiluwing vitnesses were sworn or made an affirmaticn and wers
examined by Sectional Committee B during the public inquiry:

Attorney-General's Bspartmant

Mr KMo Crotty

Me L.G. Glare

Mr J.P. Harkins

- Firet Assistant Secretary,
Management and Special
Service Division

- Aseistant Secratary,
Operations Branch

- Director, Australian Legal
Aid Office

Department of the Capital Torritory

fir R.C. Burroughs

“Mr CeS. Hamilton

Superintendent J.C. Joknson -

Mr KeWe Sandoe

Mr D.N. Biddle

fr C.D. Campbell
Mr F.A. Carse

Mr J.C. Comerford

fMie W,He Granfield

Mr R.G. Humphpy

- Dirsctor, Expenditure and
Supply
- Director, Programs and Budgsts

Superintendent, Management
Services Division, Australian
Cepital Territory Police

- Executiva Officer, Australian
Cepital Territory Police

Department of Defence

- Acting Assistant Secretary,
Project Planning and Evaluation
Branch

- Assistant Secretary, Supply
Policy Branch

- Director-General of Supply,
Navy

- Principal Executivg O0fficer,

Munitiona Supply Branch,
Department of Productivity

- Acting Assistant Secratary,
Resources Planning, Navy

- Acting Assistant Secretary,
Financiel Programmes Branch



fir K.Ee Jeeves - Engineer, Industry Development

Branch

Mr JuWle Knight - Assistent Secretary, Budgets
and Estimates, Services

Mr Med. Madden - Assistant Secrstary, Resocurces

. Planning, Air Force

Mr J.S. D*Neill - Assistant Secretary, Budgsts
and Estimates, General and
Co-ordination

Brigadier E.L. Palmer - Director-Gensral of Supply,
Army

Commodore R. Percy - Director-General, Joint Plans
and Operations

Alr Commodore D.H. Solin - Oirector-Ganeral of Supply,
Air Force

Mir T.E. Sullivan - Assistant Secrstary, Resources

Planning, Army

~Mfr AJF. Viney - Acting Chief Executive Officer,
Budgets and Estimates,
Co-ordination and Review

Air Vice-Marshal S.R. Uhite - Chisf of Supply

Bepartment of National Resources

Mir A.A. Garran - Finance Controller, Petroleum
- and Minerals Investment Group

Mr R. Hopkins ’ - Assistant Secretary, Management
Services Branch

Mr L.R. Riches - Assistant Director, Finance and
Accounts, Management Services
Branch

Dgpartment of Science

fir R.A. Leslis - Senior Assistant Secretary,
Space Projects Branch

fir R.Co Lloyd - Acting Principal Executive
Officer, Space Projects Branch

Mmr C.A. Webster - Assistant Secrstary, Management
Services Branch



.
Y
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. é. During the. public inquiry the Sectional Committees were assisted by the
N following observers:
Mr. E. Ablett - Auditor General'!s Office
#ir. A. Buchanan
Mr. J. Clint

fir. F. Ward . :

Ms. A. Buttsworth - Public Service Board
Mr. K. Hollis

Mr. .A. ‘Finch - Department of finance

fir. R. Murden

6. The last date for acceptance of the Original Estimetes for Appropriation
Acts (No. 1) and (Na. 2), was 19 May 1976. The last date for acceptance of
the Additional Estimates, for Appropriation Acts (Nos. 3 and 4), was 8 March
1977. The new procedure adopted in 1974-75 for making provisicn for salary
increases during the year was adopted again for 1976-77. Section 5 of the
Appropriation Act (No. 1) 197572 made provision for the appropriatiocn of
additional amounts to be determined by the Treasursr to cover ths payments
during the ysar of increases in salaries and wages and payments in ths nature
of salaries granted under any law, asward, order or determination. Expenditure
cherged under this Section up to B March 1977 was included under the respective
departments in Appropriation Act (No. 3) which included a clause allowing
expenditure from 8 March 1377 on salary increases to be chargad to the
Consolidated Revenus Fund.

7. For the financial year 1976-77 an amount of $110m. was provided under
Division 680 - Advance to the Treasurer - in Appropriation Act (No. 1) to
anable the Treasurer:

(a) to make advances that will be recoversd during
the financial year, in respact of expenditurs
that is expenditurs for the ordinary annual
services of the Government; and

(b) ‘to make moneys available for expsnditurs, being
expenditure for the ordinary annual services
of the Government -

(i) particulars of which will afterwards
be submitted to the Parliament; or

(ii) pending the issue of a warrant of the
Governor-General specifically applic~
able to the expsnditure.

8. An amount of $100m. was provided under Division 970 -~ Advance to the
Treasurer - in Appropriation Act (No. 2) to enable the Treasurer:

(a) to make advances that will be recovered during
the fipancial year;

(b) to make moneys available for expenditurs,

particulars of which will afterwards be sub-
mitted to the Parliament, including paymesnts by

4



way of financial assistance to a State on such
terms and conditions, if any, as the Treasursr
determines; and

(q) to make moneys available for expsnditure,

. pending the issue of a warrant of the Governor-
General specifically applicable ‘to the
expenditure.

9. In its examination of expenditure from the Advance to the Treasurer, the
Committee sought to ascertain whether or not expenditure has been confined to
urgent and unforeseeabls requirements for which provision could not havs been
made in the Original and Additional Estimates. The Committse also sought to
ascertain whether or not the departments concernad have meintainsd efficisnt
administration in the expenditure of funds under the items selectsd for
examination at the public inquiry.



CHAPTER 2

DEPARTMENT OF ADMINISTRATIVE SERVICES

(i) Division 137/1/02: Commonwealth Police - Salaries end

Payments in the Nature of Salary -

Overtime
Funds Availsble 1974=75 1875-76, 1976=77
. $ $ $
Appropriation Act No. 1 4 105 000 2 608 300 2 293 00O
Appropriation Act No. 3 184 000 - 407 Q00
Appropriation Act No. 5 615 600 - -
Section 5 (Appropriation Act
No. 1) - - 11 00O
Advance to the Treasurer - - 109, 000
TOTAL FUNDS AVAILABLE 1904 600 2 608 300 2 820 00C
TOTAL EXPENDITURE 1891 942 1,578 050 2 811 266
UNEXPENDED FUNDS AVAILABLE 12 658 1 030 250 8 734

10. This item provides for the payment of ouertime to members of the Common-
wealth Police Force, and Public Service support staff.

11. The Committse was informed that the Commonwealth Police Force was formed
in 1960 under the responsibility of the Attorney-General. Until transferred
to the responsibility of the Minister for Police and Customs in March 1975,
the Foree contained its own administraetive sectisn which dealt with the payment
of salaries, allowances and administrative expenses of its members and Public
Service support staff. Each Commonuealth Police District had its administra-
tive csll which was controlled by an officer in charge of the district and
responsibla to the Cnrnm:.ssmnsr. 3 .

12. Following ths transfer, the administrative functions of the force bacame
the responsibility of a centralised departmental staff which was responsible
not only for Commonuealth Police but for the Australian Capital Territory
Police, the Northern Territory Police and the Narcotics Bursau. On 22
December 1975 the Department of Police and Customs was abolished and responsi-
bility for tha Commonuealth Police Act 1957 was vested in ths Minister for
Administrative Servicas. The administrative arrangements reverted to a
system similar to that existing prior to Mamch 1975. Howavsr, the administra-
tive staff remained separated from the operational side of the Force for some
manths causing some dislocation and confusion.

13, In relation to the underexpenditurs of $1.030m in 1975-76, ths Committes
was told that this occurred as a result of the administrative re-arrangements of
Dacembsr 1975. Originally an appropriation of $3.188m had been provided for
overtime for all elements of the Australia Police. 0f the original appro-
*priation, $579 700 had been spent to 31 December 1975 by the A.C.T. and N.T.
Police and the Narcotics Bureau, and the $2 608 300 shown in the table above
vas the residual amount. It comprised an original provision of §1.900m for



the Commonv salth Police, together with the unspent amount which had been
originally provided for the A.C.T. and N.T. Police and the Narcotics Bureau.
0f the $1.900m appropriated for the Commonwealth Police, $1.578m was actually
spent. The true undsrexpenditure of approximately $320 000 was a result of
the restrictions on the working of ovartime imposed by the Governmsnt from
Decembar 1975.

14. The Committes was told that under the terms and sonditiosns of employment
for the Conmonwsalth Police, overtime provisions came into effect after the
member had worked a 40~hour week. Overtime was necessitated by a variety of
reasons including staff shortages, accommodation difficulties, the need to
perform dutiss which were not sufficisnt to warrant an additional officer
and raquests for guard duties from Commonwealth departments.

15. It was explained that during 1976-77 the Commonwealth Police had an
establishment of 1680 but a staff ceiling of 1510. The Public Service Board
Observer (Ms Buttsuorth) explained that staff ceilings were based on the lsvel
of staff each June. At 30 June 1976 the Commonwealth Police wers well under
strength, The witness representing the Commonwsalth Police stated that ths
force was faced with the problem of balancing a high wastage rate against
recruitment. During 1976-77 the force had recruited 228 officers while 189
had resigned.

16, The Committes was told that the additional $407 000 was required from
Appropriation Act No. 3 for essential overtime caused by staff shortages resuli~
ing from a large number of resignations throughout the year. At the beginning
of the financial year total strength was 60 short of the staff ceilino of 1510,
The ceiling was expected to be reached by Septembar 1976 but was not reached
until late March 1977 when 187 recruits were required to make up the original
deficit of 60 and a further 127 resignations. The witness belisved that
ths high wastage rate was due to a variety of reasons including lower salary
rates being offered by the Commonwealth Police than were offered by some State
Police Forces and discontent with localitises officers wsre required to work

at. Ninety per cent of uastage was ths result of resignations.

17. As an example of accommodation problems necessitating additional overtime,
the witness cited such localities as Woomera, Alica Springs and Exmouth, whers
the absence of suitable housing prevented sufficient staff being employed and
contributed to built in overtime of up to 16 hours per usek.

18. The Committee wes informed that requests for the services of the Common-
wealth Polics for guard duty were made by departmants to the Commigsioner, The.
use of Commonwealth Police for such purposes was restricted to areas where the
Commonwealth had a specific intersst and it was normal for these services

to be provided without cost to the reguesting department.

19. The departmental submission stated that $11 00D was required undsr Appro-
priation Act No. 1 (Section 5) to mest Natjional Wage Cases in March 1977 and
May 1977.

20, The Committese was advised that $109 000 was required from the Advance to
the Treasurer to mest staff contingencies which werse unforessen at the time
Additional Estimates wsre prepared and includad:



guarding of Chinese Exhibition at Sydnay,
Melbourne and Adelaids from March 1976 $12 278

manning of new overseas station at Berlin
from April 1977, 4 members $ 279

manning of two unestablished positions at
Pino Gap from May 1977 $ 5124

.

manning of four unestablished positions at
Department of Dafence Brisbane fram March 1977 $14 444

manning of shifts of three members required as
Instructors at Constables Course No's 1 and 2
held at Headquarters from March to June 1977 $ 8 580

security guard for Department of Dsfence
(Navy Office) at Talbingo, N.S.U. {(February
and May 1977) $ 4 413

manning of additional 8 positions at the new

detention centre of Villawocod N.S5.W. It was

intended that the guard duties at Lithgow

and St. Marys munitions factery be lifted and

the duties be transferrsd to Villawood.

Howsver the proposal was not acceptsd and

the additional guard required at Villawood

continued on an overtime basis. $40 591

A continuation of the high resignation rate.

During the period 1 March to 20 June 1977 '
there was a total of 91 resignations as )
compared to 67 appointments. Average

strength for the period was approximataly

four members below ceiling $10 982

sacurity guard of A.A.E.C. at Lucas Heights
NeS.lWle in May 1977 during Friends of the Earth
demonstrations end during movement of urenium $ 3 300

guarding of Yugoslav delegation in Sydney
and Melbourne $ 1245

survey and appreciation of systematic theft and
fraud of government cheques $ 1 230

miscellansous ad hoc duties costing less than
$1000 . $ 3 962

21. In relation to the guarding of the Chinese Exhibition the Committee was
told that the Department became aware of the nesd to provide guards in

June 1976 and the extent of the duties were apparsntly finalised on 8
October 1976. Houwsver, as it had bsen intended that the duties would

be for a period of only two months from January 1977 no provision was made in
the Additional Estimates for the extra parind from March 1977 to the end of ths
financial year.



22. The manning of the overseas station in East Berlin required expenditure
of $2791 bacause the Department had only four men, instead of the necessary
five to men the station continually. It was stated that accommodation
problems led to the situation of working shifts with one man short.

23. The Committee sought svidence on ths manning of “unesteblished positions®
at Pine Gsp and Brisbana. Tha Public Service Board Observer stated that
the Board did not recognise the term "unestablished position™ and suggested
that differances batuyazen ths establishment provisions of the Commonusalth
Police Act and the Public Service Act could account for the use of such
positiong in the Commonwsalth Police Force, Although the Public Service Board
Observer pointed out that the Board had concurrad in the provision of the
positions at Pine Gep in April 1977 and at Brisbane in May 1977, the witness
representing the Commonwealth Police stated that the positions had remained
unestablished because ths Minister had not formally authorised them under the
Commonwealth Police Act. He pointed out that there was 1ittle to be gained
in establishing positions which could not be filled because of staff ceilings.

24. 1In relation to the positions at the Defence Estaeblishment, Brisbane, ths
Committes learned that a request was mada by the Ospartment on 29 November 1976
for manming the positicns at the new headquarters. Delays in conmstruction
mede it unnecessary to man the positions until 28 February 1977. The witness
pointed out that the actual requirement for rostering was four and one=fifth
men, with a cost saving by using overtime in lisu of an additional afficer.

25, The Committee was informed that because of & continuing high rate of
wastage and a rising recruitment rate it became necessary to conduct courses
for new recruits in the latter part of the financial year. The decision

to conduct courses was mad2 in late February 1977. It was knouwn at that
time that the shifts of tha three instructors required at these courses would
negd to bs manned by using other officers on overtime.

26. The witness explained that it was normal for Commonwealth Police to per-
form guard duties for Service Dspartments such as occurred in February and May
at Tslbinga. The requests to provide the security guards were mads on short
notice on both occasions in February and May and the Department wes not able to
provide the $4473 spent in overtime in the Additional Estimates.

27. The Committes was told that $40 591 was spent in the period from November
1976 to June 1977 in maintaining a force of 17 officers at a new Immigration
Centre at Villawood. The Commonwealth Police had intended to transfar
personnel from St, Marys and Lithgow £o man the positions but the transfer had
not occurred because the manpowsr had still bsen required at those two
locelities. The Police planned to establish additiopal positions at
Villawood and on 14 June 1977 the Public Service Board hed received a propogal
to establish B positions there.

28. The departmental witness explained that although an application for funds
for inclusion in the Additional Estimates closed with the Department of Finence
on 8 March 1977, it was necessary for the Department of Administrative Services
to commence preparation of its Additional Egtimates earlier than this in order
to meet the deadline. In some areas the Dspartment had to use expenditurs
figures and details available to it in mid-Jdanuery.



Conclusiong

29, The Committee sccepts the Departmant's explanations in respect. of most
of the items for which it sought funds from the Advance to ths Treasurer.
Howsver, tha Committes is not satisfied that the amounts of $8580 for the
manning of shifts of members required as instructors and that part of 34473
required for the security guard at Talbingo during February 1977, could not
have baeen obtained in-the Additional Estimates. Although a department may
have to commence praparation of its Additional Estimates much sarlier than
the Department of Finance's closing date, (which was B March 1977) that -
date is the only effective closing date of relevance. Oepartments should
include that date in any internal circulars advising its branches of
proceduras for the preparation of any estimates. fs stated at paragraph S5
of the Committee's 163rd Reports

Where a Department sets an "internal" closing date the
Committee believes thet account should be taken of any
additional expenditure requirsments which come to notice in
the pericd betwsen the dspartmental closing date and the
Treasury closing date and provision made for this extra
expenditure in the Additional Estimates.

30, The Committes would also express some reservations about the manning of
“unestablished" positions at Pins Gap and Brisbane. The Committee is concern-
od that such a practice could be used as a method of overcoming steff ceilings.
While it belisves that the staff ceilings should be sufficiently flexible to
provide for such positions if thsy are demonstrably necessary, the Committee
does not support this device. The Committee is at a loss to understand

the witness's statement that there was little to be gained in establishing
positions which would not be filled because of staff ceilings as the evidence
shows these positions were filled. The svidence also suggests that ths
salariss of thes officers concernsd were met sntirely from the overtime vota.
The Committee seeks information whether there are any other cases of a gimilar
naturs, The Committee would also wish to be informed whether its assumption
that when a staff ceiling is set for a department or organisation that ceiling
figure then bacomgs synonomous with the approved total establishment for that
bady.

(i1) pivision 137/2/01: Commonwealth Police - Administrative
: Expenses ~ Travelling and Subsistencs

Funds Available 1974-75 1975~76 1976-77
$ $ [}

Appropriation Act No. 1 380 100 1 188 300 896 000
Appropriation Act No. 3 46 200 - -
Appropriation Act No. 5 241 600 - -

Advance to the Treasurer - - 31 000

TOTAL FUNDS AVAILABLE 667 900 1 188 300 927 000
TOTAL EXPENDITURE 664 787 929 849 920 741

UNEXPENDED FUNDS
AVAILABLE 3 113 258 451 6 259

10



31. This item bears the cost of fares, travelling allowance, meal allouwance
and other expensses for members of the Commnnuealth Police and Administrative
staff travelling throughout Australia and Quarseas.

" 32. The Committes was told that in 1975-76 an appropriation of $1.74m had
been mads available for ths Australia Police within the Dspartment of Police
and Customs, of which $940 0080 was the component for the Commonwealth Police.
When the Department of Police and Customs was abolished in September 1975 the
rosponsibility for the original appropriation was disbursed among the four forces
involved in the Australias Polica, tha A.C.T. Police, the N.T. Police and the
Narcotics Bureau and the Commonwealth Palice. The latter was allocated
$1 168 300.

33.  The Department provided the Committes with a breaskdoun of expenditure
in trevelling and subsistence in the 1976-77 finencial year which showed the
followirig monthly expenditures:

$

July 40 642
August 80 902
Septembsr 70 636
October 67 821
November 54 184
Decembar 83 D39
January 55 650
february 74 61
o= March 81 083
April 68 343
May 102 9190
June 140 860
920 741

34, The departmental submission stated that at the time that Additional
Estimates were finalised by the Commonwealth Police in mid-February 1977 it
was estimated that there would be savings of $25 000 from the original
eppropriation of $896 D0O. This estimats was based on expenditurs and known
commitments as at 31 Dscember 1976. The estimated savings of $25 000 were
used as offsets against edditional requirements in other appropriations under
the Departmsnt's control.

35. The departmental submission expleinsd that the increased rate of
expenditure subssquent to the completion of ths Additional Estimates made it
necessary for the Department to seek the Department of Fimance approval in
late June to restore the savings of $25 000 and to provide an additional

$31 000 from the Advance to the Treasurer. The requirement for these funds
was attributed to:

$
« travelling expensass of a security guard
for wife of Prime Minister during trip tao
Hamburg in April 1977 to launch an
Australian tanker (one member ). 3 000

« the unscheduled return of one member and
hig family from Port Moresby in March
1977 and travelling expenses for his
replacement and family 2 800

1"



« travelling expenses of & sscurity
egcort for Governor-Gensral during
his tour of Europe and Asia fram
April to June 1977 (one member).

. 0fficial advice of this trip was
. received on 31 March 1977 . 5 900

« the sxtradition of & person from
Landen in May 1977 (tuc members) 3 600

« eadditional costs associated with Prime
Minister's tour of Eurcpe and America
fay to June 1977 (two members) 3 700

« the provision of a security guard to the
Australian Consulate in Bsirut from
June 1977. The amount provided for
cash advances and fares for two
members. 9 000

+ increased costs of training courses
held outside the Police Collegs 24 500

+ various itesms of unexpscted require-
mants which could not bes foreseen at
the time of the Additional Estimatas
review e.g. detention of the Taiwanese
fishing boats in Queensland in May
1977 3 500

$56 000

36. However, as shown by the month by month expenditure above there was a
gignificant build up of expenditure im the last two months of the financial
ysar. Expenditure ovar May and June 1977 amounted to $243 770 of which
8100 835 was for unforsseen requirsments. In 2 supplemsntary submission,
the Department argued that if the effects of the unforesesn requirsments
wers deducted from the expenditurs for May and June the remaining balance
would show an expenditure rateconsistent with tha gensral monthly
expenditure rate. The unforeseen requirements for $100 835 comprised
expenditures as follows:

$
« Prime Minister's visit to Europe and
U,S5.A., airfares and baggage for three
sacurity guerds N 7 973
. Leave Pares for seven members based
‘ overseas 3 316
« Advance of travelling allowance for
unscheduled posting of two members ta
Beirut 4 716

. DOverseas posting of two members and
their families to Moscow. Costs include

12



« airfares, baggage, travelling and
transfer allowsnces 6 823

« DOverseas visit to London, U.S.A. and
.Canada by one membar 1710

« 7th pirport Police Recruit Training
Course 43 567

« Security guard for extradition of
person from London 3 168

« Temporary transfer of ane member to
Brishens for 10 weeks 1 500

« Security quard for Governor-General to
Asia and Europe 2 946

. Oversgas posting of one member and family
to Belgrade . 5216

37. The Committes was informed that the Australian Police College at Manly,
fNew South Weles, was the training College for the Commonwsalth Police Force.

In addition to a varisty of courses specifically for the Commonwsalth Police

a number of other coursss and seminars were conducted at the College. During
the 1976-77 financial year, 23 courses wars conductad at the College compared
with 13 in the previous ysar. Among them the 15th Dfficer's Course was

attended by representatives from ths Commonwealth and State Police Forces

and the Police Forces of New Zealand, Papua New Guinea and Fiji. The decision
to procesd with this annual course was mads on 3 December 1976.

38. In relation to the expenditure of $24 500 from Traasurar's Advance which
was required for treining courses held outside the Australian Police College
it was stated that no provision had besn made for any to be held outside the
tollega. 1t had besn decided that courses would be held in sach State.
Howsver, in November 1976 it became spparent that this method of training was
not succagsful and it was decided to ravert to the centralised training, As
the College slready had a full program, it was reslised that coursss would
have to be conducted using the College dining and lecture facilities with
trainees bseing sccommodated inm nearby motels. Accordingly, at the tims of
the Additional Estimates review, provision was made for thres courses, of
four weeks sach with 25 trainees, at en estimated cost of $33 000. The
precise course to be conducted had not been determined at that stage. 1In

the event, the actual cost of thase three courses was $57 500, The increass
of $24 500 being for an sight week Airport Police Course. At the time this
course was being conducted, the 15th Officer’s Course precluded the use of
the College dining and lascturs facilities.

39. The Department informed ths Committee that the decision to hold the
Airport Police Course was taksn by the Police Commissioner on 11 February
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* 1977. Thae course of eight wesks waes for constables recruited directly to the
Airport Police Branch who had not previcusly attended a training course.

40. The Cemmittes wes provided with a breekdouwn of costs which attempted to
ehow the difference betwesn conducting courses at the Collage (based on a pro
rata of annual expenditure at the Collegs) and at a motel (based on actual
costs for travelling ellowance, accommodation and restaurant expenses incurraed
during the Airport Police Course). The costs werse:

. at A
Item Collgqp fliotal
Salaries $38 362 $9 805
Extra Duties 3 298 . -
Sub~total 41 660 9 805
TYravel and Subsistence 6 860 4B 746
Office requisites 6 567 6 567
Telephones etc, 2 625 19
Q0ffice Services 1 206 4 206
Freight and Cartage 164 164
flotor Vshicles 1 391 1 391
Operational Supplies 2138 2 138
Incidental 7 311 13 166
Sub-total 28 262 43 867
TOTAL $69 922 $53 372

Conclusions

41, The Committee is not setisfied with the Department's explanation in
relation to the sxpenditure of $24 S00 from the Advance to the Treasurer to
meet -tha costs of training courses held outside ths Australian Polics College.
The Committes notes that the decision ta conduct the caurses was made an

11 February 1977 and belisves that there was ample time for provision to be
made in the additional estimates which closed on 8 March 1977.

42. further the Committes finds it difficult to accept that ths actual cost
of conducting coursas at the College is greater than the actual cost of
conducting a similar course in motel accommodation and would contend that the
comparison of costs shown at Paragraph 40 is invalid. The Committee points
to the relative discrepancy in costs and points to the need for this to be
investigated.

43. There ere alsc a number of other items mantioned in the evidence which

- the Committes finds it difficult to accept were unforssesn. These include
loave fares and a numbsr of major ouerssas postings to Belgrade, Serlin and
Moscot. Such movements should bs knoun well in advance. The Committes is
critical of the planning associated with the manning of ovarseas posts as
well as the apparent lack of communicaetion bstwsen the Commonwealth Police
administrative erea and the Dspartment's financial section.

44. Further, the Committes is disturbed by a numbar af inconsistancies
betwsen the information provided in the Department's original submission and
information provided to the Committee in a supplementary submission. For
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. example, the Committes is unable to understand how $5 900 could be required
from the Advance to the Treasurer in late June, when the Department states
that the unforeseen raquirement for this purpose was only $2 946. Also, the
committes has noted a discrepancy in the evidence relating to the number of
Police stationed in East Berlin. In evidence on the previous item (137/1/02)
the Committee was-told there were four police in East Berlin and a fifth
position was manned on an overtime basis. In a supplementary submission on
this item, the Committee was informed that $19 840 was required for the
posting of fiva members to East Berlin.

45. In relation to these apparent discrepancies, the Committee would draw the
Department's attention to the Notes Relating to Evidence that accompany
requasts for submissions which state that the Committes expects:

written submissions and explanations should bs

carefully prepared and thoroughly checked 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 tendered to the Committee to be of
the highest quality.

{1ii) Division 137/3{01 ~ Commonwaalth Polics — Other

Services ~ United Nations Peace
Keeping Force in Cyprus -
Australian Police Unit.

Funds Avajilable 1974-75 1975-76 1976-77
$ 9 [
Appropriation Act No.1? 298 900 5§47 00D 298 400
Appropriation Act No.3 196 000 - -
Appropriation Act No.S - - -
Advance to the Treasurer 52 400 - 70 000

TOTAL FUNDS AVAILABLE 8547 300 $547 000 8368 400
TOTAL EXPENDITURE 515 390 372 682 355 212

UNEXPENDED FUNDS :
AVAILABLE $ 31 910 §174 318§ 13 188

46. This item provides for cost of salaries and allowances, fares to Cyprus
and return, leave fares, uniforms and other miscellaneous expenses of the
Australian Police Unit attached to the United Nations Peace Kesping Force in
Cyprus. .

.

47. The Committee was told that members of the police forecs normally spend
a pericd of 12 months in Cyprus where thay were responsible for patrolling
the line between the Cypriot and Turkish held parts of the island, Prior to
November 1975 there had been a contingent of 35 police stationed in Cyprus.
From November 1975 to July 1977, at the request of the United Nations, the
size of the contingent had been reduced to 16 and from July 1977 this number
was increased to 20 officers.
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48. The witness representing the Commonuwealth Palice gtated that there were
varying methods of paying costs. Costs incurred before the contingent laft
Australia, and for fares to Cyprus, were paid in Australia, The A.C.T. Sub-
Treasury paid allotments to varicus bank accounts for dependants in Australia
out of officers! fortnightly salaries and allowances. The remainder was paid:
through New York Sub-Treasury to the United Nations in Cyprus. Leavs fares
were paid initially by the United Nations in Cyprus who submitted the bills

to the United Nations in New York, who then submitted the bills to the New
York Sub~Treasury, which paid them. Eventually the documentation flowed to
the Commonweslth Police in Canberra.

49. 1In relation to the need to obtain funds from the Advance to the Treasurer,
it was stated that at the time Additional Estimates were finalised by the
Commonwsalth Police in mid-February 1977 it wag estimated that thers would be
savings of $23 000 from the original appropriation of $298 400. This was
despite the fact that the Department of Finance had approved the commitment of
an additional $10 000 due to devaluation. The estimated savings of $23 00O
were used as offsots against additional reguirements in other appropriations
under the control of the Department. However, it subsegquently became necess~
ary to seek ths approval of the Department of Finance to the restaration of
these savings and to provide a further $70 000 from Treasurer's Advance.

S0. The request for additional funds followed urgent requests dated 24 May
and 17 June from New York Sub-Treasury for a total of $93 000 to mest accounts
recently received from the United Nations Headguartasrs. The accounts related
to salary and allowance payments for the period 8 January 1976 to 16 Fgbruary
1977 and for airfares and miscellaneous items for a period not specified.

51. 1t was explained that delays in presentation of accounts by the United
Nations was not uncommen but in previous years accounts had usually bgen
received at regular intervals for 12 months expenditure only. However, in
1976-77 accounts relating to services for most of the pariod from September

1975 to Dscember 1976 were not received until May 1977. In the past several
approaches to the U.N. were made to ensure that accounts wore submitted promptly.

52, The witness stated that the Commonwealth Police would not have bean
awara of these accounts at the time bids for Additional Estimates closed.

He pointed out that usually accounts from Cyprus wers vetted by the Unitsd
Nations and the Australian Sub-Treasury in New York before they were submitted
to Canberra, vhere they were again chscked. Howsver, during checking by the
Sub-Treasury in New York a duplication of invoices was detected after the
warrant authortity for the full amount of $70 000 had besn approved con 22 June.
This resulted in the undsrexpenditurs of $13 188.

53, The dapartmental submission stated that the estimates for this item were
based on the regular submission of accounts by the United Nations and suggested
that the lats submission of these accounts contributed to both the large under-
expenditure in 1975-76 and the need to obtain additional funds from the Advance
to the Treasursr in 1976-77. The submission conceded that had a

more thorough scrutiny of sxpenditurs overseas besn made at an appropriate
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stage of the financial year, the requasts for funds from Treasurer's Advance
may have been prevented. Tha witness suggested that a factor in failing to
become aware of the outstanding accounts may have bsen the transfer from the
Dapartment of Police and Customs to the Department of Administrative Sarvices
in December 1975 and that this changeover coincided with the decision to
raduce the size of the contingent from 35 to 16.

Conclusions

54. The Committes notes that the departmentsl submission conceded that the
request for funds from the Advance to the Treasursr may have been prevented
had a more thorough scrutiny bean made at additional estimates time. The
Committee cannot, however, agree that the inadequacy revealed in the
ostimating procedurss in the early part of 1977 can bs attributed to events
which occurred in late 1975. The Committee believes that the backlog of
sccounts ‘with the United Nations should have become evident during the
Additional Estimates revisu, provision should have besn made for these funds
in Appropriation Act No. 3 and action taken to ensure the accounts were
submitted as soon as practicable,

(iv) Division 141/1/01: Ministers of State - Staff and
Services ~ Salaries and Payments
in the Naturs of Salary -
Salaries and Allowances.

Funds Available 1974-75 1975=76 1976=77
’ $

$
Appropriation Act No.1 2 292 200 2 763 000 2 299 700
Appropriation Act No.3 - 78 300

Appropriation Act No.5 122 400 - -
Section 5 (App. Act No.S5) 28' 500 - 14 200
Advence to the Treasurer 25 8no - 43 700

TOTAL FUNDS AVAILABLE 2 468 9000 2 763 000 2 435 900
TOTAL EXPENDITURE 2 467 199 2 408 276 2 435 178

UNEXPENDED FUNDS
AVAILABLE . 1701 354 724 722 .

55. This item provides for the payment of salaries and allowances to staff
of the Ministers of Stata.

56, The Committee was told that the undersxpenditurs of $354 724 in 1975-76
was dus to the reduction in Minister's staff that occurred at the end of 1975.
The estimates for 1975-76 were calculatsd on the expected average monthly
staffing for Ministers of States of approximately 215. However, the actual
average per month for the year had been 157. The approved establishment to
tlovembar 1875 had been 242, At the time of the inquiry the approved
astablishment was 180.

§7. An amount of $78 300 was required in Appropriation Act (No.3) 1976-77 to
cover - . . .
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§
« National Wage Case Decisions S9 600
« Provision for staff of the

finister for Productivity 18 700
A funther provisidn of $14 200 vas made under Section 5 of Appropriation Act
(No. 1) 1976-77 to cover - 3
« March 1977 National Wage Case
Decision 11 600
« Mey 1977 National Wage Case
Decision 2 600

58. It was necassary to cbtain $43 700 from the Advance te the Treasurer to -
meet the fallowing:

$
« terminations 39 475
. advance payments (racreaticn
leave) 2 429
« lsave bonuses 1 796

59. The Committee was told that during the period 1 March 1977 to 30 June

1977 thirty-six staff af the various Ministers terminated their services and
becems eligible for payments in lieu of recreation lsave and furlough.

Provision had not been mads in the estimates and the requirement of $39 476

was necessary to meet the costs associated with thirty-one of thoss termimations.
The extent of terminations could not have been forsssen at the time of
preparation of Additionsl Estimates.

60. The witnesses were unable to explain the reasons for the high rate of
termination. It wes pointad out that bscauss of ths change of Government at
the end of 1975 large numbers of Ministerial staff had terminated in ths
December and March quarters of 1975-76. Howsver, in ths June gquarter of
1975-76 only 13 had terminated, campared to 21 in the corresponding guarter
of 1974~75. The Department was atiempting to build up statistics to enable
a more accurate estimate but the substantial fluctuations made likely
terminations difficult to assass.

61. A further $2 429 was required to meet pre-payment of salaries for six
officers procesding on racreation leave in Juns 1977 and in normal circumstances
the salaries for these officers would have besn paid in the 1977-78 financial
year. The witness stated that the Department required sbout three weeks
notice to make such pre-payments and that it was unlikely that any of the
officers would have applied for lsave prior to the closurs of Additional
Estimates,

62. 1In relation to the funds reguired for the leave bonuses, the departmental
submission statad that:

In tha last aix days of 1976-77 forty-two steff received
payment of leave bonusss amounting to $6 997. Although
provision had been made in the estimates for tha payment
*- «%76f the 1977 leave bonus there were a number af staff wha
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also received payment of the 1976 bonus for which no
provision had been made. Although some staff invariably
are behind in taking their recreation leave entitlement

it is normal practice to only provide for the payment of
ons leave bonus for each member of the staff each -
financial year. It was possible to meet some of these
lsave bonus payments from within the existing appropriation
and only $1 796 was required from Treasurer's Advance.
These edditional leave bonus payments could not be faore-
sesn et the time of preparation of Additional Estimates.

63. The Committes was told that in 1975 special approval had been given for
ministerial staff ta carry guer an oxtra year's leavs, Normally, ministerial
staff followsd Public Service practice which allowed only one year's leave
to be carried over. Howsver, in 1974 and 1975 special approval had besn
given for ministerial staff and public servants to carry over an extra year's
leava. The witness belisved that this hed resulted in a greater carry over
of accrued leava in 1976-77 than would have occurred normally.

Lonclusions.

64. The Committee accepts the Department's explanation.

(v) Division 141/1/02 - Ministers of State - Staff and
Services - Salaries and RPaymsnts
in ths nature of Salaries ~

QOvertime.

funds Available 197415 1975-76 1976-77

$ $ $
Appropriation Act No.? 283 600 315 900 250 000
Appropriation Act No.3 - - 67 000
Appropriation Act No.5 55 400 - -
Advance to the Treasurer - - 1 300
TOTAL FUNDS AVAILABLE 338 000 315 900 318 300
TOTAL EXPENDITURE 316 690 309 677 318 281
UNEXPENDED FUNDS AVAILABLE 22 310 6 223 19

65, This item provides for the payment of overtims to the staff of ihs
Ministers of Stata.

66. Ths Committee was told that estimates for this item were prepared on ths
basis of previous expenditurs. Factors of a non-recurring nature were dis—
counted while allowance was made for "ths full yearts effective increased
rates payable because of national wage cases.”

67, The provision of $250 000 made in Appropriation Act {No.1) 1976-=77
compared to expenditure of $309 677 in 1975-76 was a reduction of 359 677 due
to the full year effect of the reduced Ministerisl staff sstablishment
approved by ths present Government. Howsver, staff members sligibls for
overtime payment worked larger amounts of overtime than originally expected
and, at the time of preparation of Additignal Estimetes it was anticipated n
$67 000 would be required for the balance of the year. In late Juns 1977 it
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becams evident that additional funds of 81 300 would be required from
Treasurer's Advance to meet commitments.

68. The departmental witness stated that of the 180 sstablished positions en
ministerial staff approximately 115 would be entitled to the normsl Public

Service conditions and be psid overtime. The remainder, with the exception of

the Press Sscretaries, would be entitled to receive the ministerial staff

allowance which was currently $4 246 per year. Press Secrstaries had an option

. of receiving eithar the ministerial staff allowance or beirg paid overtime under the
provisions of their award.

69, Generally, a public servent above Class 8 level was not entitled to
raceive overtime. However, officers in positions squivalent to or above this
classification in Ministers' offices received an annual allowance in
recognition of the fact that they were raquired to work a significant amount
of extra duty as part of their normal duty. The witness stated that
ministerial staff claimed that the allowance was much less than if they had
been paid overtime. The following table sets out the details of total salary
and overtime paid to Ministerial Staff esligible to receive payment for over~
time. The table also dstails, for purposes of comparison, the salary rates
and Ministerial Staff Allowances payabls to Ministerial Officers and Press
Secrstariss.

Selary/Overtime Payments Made to Ministerial Staff
July 1976/3une 1977,

Dssignation Jotsl | Overtime/ Dvsrtime as
Salary Allowancg Percentags
3 s of Salary

Personal Assistants )
Asst. Privats Sec. )} 713 630 218 D06 31
Clerks to the Whips )

Secretary Typists

(Electorate Secs.) 346 279 30 763 8

Steno~Secretariss

Grade 1 243 232 60 526 25
(a)

Press Sacretaries 77 200 31 050 40

Allowance in Lieu of Dvertime.

Designation Total Overtime/ Percentage
’ DZ ZSalarz

Salary Allowancs
Ministerial Officer 5 §

Grade 1 13 659 4 098 30
Ministerial Officer

Grade 2 . 16 290 4 098 25
Ministerial Gfficer

Grade 3 18 911 4 098 21
fMinisterial Officer '

Grade 4 23 157 4 098 17
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Designation Jotal Overtima/ Parcentags
: 0/T/5alary

Salery  Allouance
Ministerial 0fficer

Grade S . 26 042 4 098 16
Press Secretary ’

Grade A1 - 17 794 4 098 23
Press Secretary

Grade A4 21 690 8 196 38

Note: (a) An averags of five (5) Press Secrstaries slact
to receive overtime payments in lieu of the
Ministerial Staff Allouance. The Salarcy/

. Overtime figures quoted refer to the three (3)
Press Secretaries who workasd and received
overtime payment for the full twelve (12)
months.

70. In relation to the question of departmental control of overtime it was
stated that notes were issued for the guidance of staff in Ministers! Offices
and thess notes outlined information relating to approval of overtime rates
of payment, rest lesave after overtime and emergency duty. The Committes was
told that overtime worked was required to bs approved in advance, certifisd
by the Senior Private Secretary or in the case of the Press Secretaries,

by the Minister or his delegate. Overtime was therefore subjected to the
same controls as overtime worked by Public Servants.

71, The Department was satisfied that ministerial staff followed the normal

rules of recording attendance, in so far as this was possible given their

grsater movement, and was satisfied with the existing procedures and operations
associated with overtime in ministerial offices. Ths witness pointed out

that the Departmaent had to rely, as it did in the case of Public Service

overtime,on certification by a senior officer. It was therefore necessary to depend
on the control exercised by the Senior Private Secratary. The witness agreed that
there had been a higher overtime earning per employes in 1976-77 than in

preceding years.

72. The Public Service Board Observer (Ms Buttsworth) provided the Committee
with the historic background of the Ministerial Staff allowance. An allowance
was first introduced in April 1951 to overcome the administrative problem of
effectively authorising and supervising the considerable amount of work
outside narmal hours of duty and other unusual aspects of the job. In July
1973 the allowance was set at a figure representing approximatsly 30 per cent
of the maximum salary at Class 6 (Ministerial Officer Grade 1) Level. Since
Septembsr 1975 the allowance has bsen indexed according toc National Wage Case
decisions. In recognition of the changs of circumstances which has occurred
since the allowance was first introduced the Govsrnment hae Teguested that
the Public Service Board examine and consider, in consultation with the
Department of Employment and Industrial Relations, the various aspects of the
overtime structure for all ministerial staff. The Board and the Department
are considering the most appropriate means of recognising the regular extra
duty performed by Ministerial Staff and the spacial features of their jobs in
the light of more recent developments.
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73. In relation to the psyment of allowsnce to Press Secretarias the Boardt's
submission stated that less than half ths number of Press Secretaries

raceive the allowence although the Board considered that the allowance was
the more appropriate form of payment of overtime. The Board adopted this
view because problems arose in the administration of overtime worked by Press
Secrstaries dud to: .

. Hours of duty were not fixed
» Attendance records were not aluays kept
« Press Secretaries were not necessarily subject to
supervision
There was often no suitable officer available to
authorise working overtime.

Conelusions.

74. The Committee accepts the Departmentt!s explanation in relation te its
requirement for funds from the Advance to the Treasurer. However, .

it roted with some surprise, the comment that, in preparing sstimates

for this item, allowance was made for National Wage Case decisions. The
Committee would remind the Department of the principles of estimating as set
out in Finance Diracticn 16/9 uhich states, inter alias

Estimates for supplies and services shall be based
on current or known costs and in no circumstances
shall provision be made for possible rises in costs,

75. The Committee agrees with the view expressed by the Public Service Board
in relation to the payment of Press Secretaries and wishes to be advised of
the outcome of the examination of the ministerial staff allowance which is
currently being undertaken.

(vi) Division 817/2:Capital Works and Serviges - Buildings
and Works, Overseas Operations Branch,

Funds Avai:labls 1974-75 1975-76 197677
. . $ $ $

Appropriation Act No.2 11 400 000 21 500 000 419 500 0OC
Appropriation Act No.4 - - 1 635 000
Advance to the Treasurer - - 500 000
TOTAL FUNDS AVAILABLE 11 400 000 21 500 Q00 21 635 QG0
TOTAL EXPENDITURE 11 817 019 15 900 701 21 515 365
UNEXPENDED FUNDS

AVAILABLE 382 981 5 599 299 119 635

76. This item provides for tha purchase af land and buildings and

the cost of construction of office and residential accommodation at overssas
posts.

77. In explanation of the underexpenditure of approximately $5.6m on this

item for 1975-76 the departmental witness stated that all departments had
been requested by the Government to affect savings in ths latter half of 1975.
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In the context of this request the Department withdrew a number af naw
projects to allow savings_ of §1.7m , and on works in progress underexpenditure
of $3.9m was achieved.

78. The departmental submission explained that an amount of $1.635m was
requested in Appropriation Act No. 4 to mest the effects of the devaluation of
the Australian Dollar in November 1976. The net effect acress- the board was
not the same in all countries. Wwith the agreement of the Department of
Finance, the Department used an average of 15 paer cent as the net devaluation.
On the unexpendsd balance of $13.1m at the end of November 1976, the
Department should have sought $1.95m. However, aftsr an examination of the
expenditure rates on all projects the Department judged that only $1.635 would
be required.

79. The Committee was told that $150 000 of the $500 000 requested from the
Advance to the Treasurer had been required because the rate of expenditure
on several major projects had increased beyond sxpectation. This amount
would be required to cover effects of devaluation. The witness sxplained
that as the Department used a global system of allocation of . funds for the
item, it was not possible to identify particular projects where the rate of
expenditurs increased. Assessment of where the increasse occurred was also
confused by the fluctuations im ths valus of the Australian Dollar which
continued during the second half of the financial year,

80. The remainder of tha $500 000 was requirad to meet increases in the cost
of construction of the Chancery and staff accommodation in Paris. The
submission stated that at ths time Additional Estimates were prepared,
oxpenditure on the project was expected to be $9.241m in 1976-77. However, due
to the rise and fall clauges in the contract, an additional amount of $343 000
wes required to enable payments to the contractor for claims

submitted in respect of increased costs of labour and materials during ths
period Merch to June 1977. The Committes was told that the total cost of the
Chancery and steff accommodation was currently estimated at $19.87m, the
original approval being $18.4m. The increases ware attributable to devaluation
and inflation.

81, The departmental submission explained that the underexpenditure of

$119 635 became apparent becauss expenditurs on ths Washington Chancery
extension project was $125 910 less than had been forscast on 1 June

1977. 1t was stated that a progress payment was estimated to be $172 260

and it was believad that this amount would be claimed by the contractor before
the end aof June. In fact the contractor had advanced sufficiently with the
construction to claim only $46 350. Payment of this claim was made on 16 Juns
1977. Had this progress claim besn $172 260 as anticipated, the full amount
obtaingd from the Advance to the Treasurer would have been expendsd.

82, The variation bstwesn ths undersxpenditure of $112 635 and the shortfall
of $125 910 on the Washington Chancery sxtension project progress payment
resulted from continuing fluctuations in the exchange rates used ta calculate
the amounts of progress payments made on projects under this vote.

. Conclusions.

83. While the Committee accepts the Departmsntts explanation, it has some
reservations on the use of a global system of allocation of funds for this item.
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CHAPTER 3.

ATTORNEY-GENERAL 'S DEPARTMENT.

Divieion 175(2{07: Australian Legal Aid Office -

Administrative Expenses ~ Payments
to private legal practitioners

funds Available 1974-95 197576 1976-77
$ [ $
Appropriation Act No.1 3 646 000 7 000 D00 9 550 000
Appropriation Act No.3 - . - 1 900 000
Advance to the
Treasurer - - 198 000

. TOTAL FUNDS AVAILABLE 3 646 D00 7 0OD 0G0 11 648 00D
TOTAL EXPENDITURE 682 261 6 371 712 11 647 418

UNEXPENDED FUNDS
AVAILABLE $2 963 739 $628 288 $582

84, This item provides for the direct cost of assistence to persons granted
legal eid, by way of Counsel's fses or costs of referrals to panel
solicitors by the Australian Legal Aid Office.

85. It was explainsd that dus to delays in the hearing of cases, and because
solicitors had submitted their accounts mare slowly than axpacted, the
Department had oversstimated its expenditure requirements for the finapcial
years 1974-75 and 1975-76. However, during 1976~77 accounts were submitted
much more repidly.

86, The original sstimate for this Item in 1976-77 was based on previocus
years' expenditure and known commitments carried forward.

87. An amount of $1.9m was appropriated in the Additional Estimates ta meet
the anticipated inflow of accounts for 1976-77 related to the approved
commitment level of $1m per month. 1t was estimated that approximately

45 800 claims would be paid in the financial year at an averags value of
$250 per claim,

B8, The amount of $198 D00 obtained from the Advance to the Treasurer was
required to provide funds for increases in the average value of sach paid
claim which rose from the estimate of $250 to $257.09, in June 1977.

89. Details of the average value for June and the previcus four months are
gset out in the following tables

Average Valiug Average Valus

for month of paid elaims
February - $249.54
March $262.72 : 251.24
April 256.85 251.70
May 244.15 250.86
June 294.52 257.09
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'90. The Committee was informed that the increase in the. everags value of paid
claims in. June 1977 was partly attributable to tha payment of a number of high
valug cleims which had been under guery and on which disputes were resolved
towards the end of the financial year. There was also an increase in the
totel number of undisputed claims which increased from 4344 in May 1977 to
6472 in June 1977." The value of these claims was §1 906 145, The witness

for the Dspartment suggested that the ovsrall increase was possibly due ta
gome unfortunste publicity about a shortage of funds availeble for expenditure
on Legal Aid.

91. The Department explained that the additional funds required ss & result
of the increase in value of claims was partially offset by a reduction of
496 in tha sstimated number to be paid. The Dspartment did not know of any
spocific reason for the reduction in the total number of claims for the year.

Conelusions

92, The Committee accepts the Department's explanation.
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CHAPTER 4

DEPARTRENT DF THE CAPITAL TERRITORY

pivisian 213/2/03:  Australian Capital Territory Police -

Administrative Expenses - Postage,
Telegrams and Telsphone Services

Funds Aveilabls 1974-75 197576 1976=77
$ $ $
Appropriation Act No. 1 175 400 108 600 196 000
Appropriation Act No. 3 - 76 400 27 000
Appropriation Act No. 5 - - -
Rdvance to the Treasurer - 93 000 84 500
TOTAL FUNDS AVAILABLE 175 400 278 000 307 500
TOTAL EXPENDITURE 175 236 277 519 307 085

UNEXPENDED FUNDS .
AVAILABLE 164 - 481 415

93. Thig item provides for postal, tslephone and telsgram costs at Police
e_atablishments in the A.C.T. and Jervis Bay.

94. From December 1972 to Merch 1975 the Australian Capital Territory Polics
was part of the Attorney-Gensral's Department, and, as a result of tha Admin-
igtrative Arrangements Order of 27 March 1975, became part of the newly creat-
ed Department of Police and Customs. This Department was sbolished on the
22 December 1975 and responsibility for the Australian Capital Police was
transferred to the Department of tha Capital Territaory.

95. 0f the $27 000 approved under the Additional Estimates in 1976-77,
$12 000 related to installation costs of 10 non-gwitching units at police
headquarters. Oua to a delay in the installation of trunk access barring
equipment an additional $15 000 was required to provide for an expected
increass in telephone cell charges in excess of that provided for in the
estimates.

96, The Department explajined that at ths time the Original Estimates were
prepared allowancs was made for an expscted decrease on the 1975-76 expendi-
ture, dus to a proposal to install trunk access barring equipment by the end of
August. .Howsver, the equipment did not become operational until December.
The Committes was informed that the Department had epproached Telecom several
times to have thes installation completed by the esrlier date.

9%7. With regard to the §12 000 for the installation of the 10 non-switching
units at Police Headguarters the Department stated that this installation had
baen ardered while the Police formed part of the former Dspartment of Police
and Customs. The Administration Section of the A.C.T. Polica, which had been
disbandsd, was reformed after the rasponsibility for the Police was transferred
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to the Department of the Capital Territory on the 22 December 1975. This section
only became awars that an order hed besn raised when the account was received.

98, The Committee was informed that the use of access barring equipment would
save approximately %60 000 per year. The Department.pointed out that, while
soms unauthorised use of telephones could occur, this amount did not necessarily
represent the cost of unauthorised usags of telaphanes but rather sevings dus to
greater use of alternative methods of communication such as lstters, telegrams

" and telex messages.

99. The Department stated in its submission that at the end of February 1977
axpenditure was $145 530 out of the orioginal appropriation of $196 00O.
Although eccounts for some later menths had bsen received in the Department
prior to the closure of Additional E£stimates these wers not taken into account
when the Additional Estimates were determined. The Department was unable to
explain ‘to the Committee the reasons for delays in paying these accounts and
why they had not been considered when the Additional Estimates wers prepared.

100. Following the trangfer of raspongibility for the A.C.T. Police from tha
former Department of Police and Customs in December 1975 the Department
experiencad delays in receipt of accounts from Telecom bscause the accounts
continued to be addressed to the Attorney-General's Department (which was
responsible for the A.C.T. Police from December 1972 to March 1975). This.
matter was not rectified until the issue of ths Octobsr 1976 accounts. The
Dopartment stated that this contributed to the delay in bringing expanditure
to account.

101. Further, it was stated that as a result of overcoming delays in receipt
and payment of accounts, the Department received three six-monthly accounts
for the rental of the PABX covering the periode ending 31/10/76, 30/4/77 and
31/10/77 during 1976-=77 whereas narmally only two six-monthly accounts were
received. Bassed on previocus experience, the Department had expected te
receive the account for the period ending 31 October 1977 in August or
Septamber and this had contributed to the Department's uss of funds from the
Advance to the Treasurer.

Conclusions

102, It appears. to the Committes that the Department was justified in charging
the rental for the PABX for the period ended 31 October 1977 to the Advance
to the Treasurer.

103. Houwever, tha evidenca disclases that the delays uwhich had occurred in the
receipt of accounts and the delays in bringing to account expenditure in
respect of claims on hand, combined with the incorrect addressing of account,
ware factors the Department had not rescognised when the Additional Estimates
were prepared. The Committee is particularly disturbed by the Department's
failure to carry out a proper analysis of its expenditure and accounts c¢n
hand before it prepared its Estimates.
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CHAPTER S

DEPARTMENT OF DEFENCE

(i) Division 234/1/03: Equipment and Stores - New Equipment
and Stores - Armourad and Combat
. vehicles, artillery and associated
- initial equipment and stores

Funds Available 1974~18 1975-176 18761717
$ $ $
Appropriation Act No. 1 4 818 000 21 064 0D0 45 4317 000
Appropriation Act No. 3 - 2 770 D00 8 970 000
Appropriation Act No. S - - -
Advance to the Treasursr 1 923 000 - 717 500

TOTAL FUNDS AVAILABLE 6 741 00D 23 774 000 55 118 500

TOTAL EXPENDITURE 6 697 224 22 939 512 55 111 405

UNEXPENDED FUNDS
AVAILABLE 43 776 834 488 7 095

104, This item provides for the initial purchase of Artillery and Armoursd
Vehiclas and initial associated eguipment and stores.

105. In an explanation of the departmental rsquirement for an additional
868,97 m in Appropriation Act No. 3 the Committes was told that this resulted
from price variations in accordance with contract provisions, exchange
fluctuations, changed ordering and delivery phasing and reductiong in respect
of fustralian industry participation.

106, Increases attributable to allowable contract price escalatians totalled
$7.28 m. 0f this amount $5.608m was the result of an escalation on the
cost of the medium (Leopard) tank project, $1.087m on the surface-to-air
guided weepon (Repier) Phase 1 and $0,585m on Phass 11, Exchange
fluetuations on the purchaese of the Leopard tanke and close support and

general support weapon systams added $4.653m. to the Department!s reguirements.

407, The Department's needs were reduced by $2.851m. because of changed order-
ing end delivery phasing and $0.112m for reductions in Australian industry
participation. Included in thess alterations were anticipated savings of
§3.707m caused by withholding 15 per cent of the final contract payment
(pending resolution of a specification defect) on the tanks, savings of
$0.970m dus to deferrals and delivery delays associated with tha purchase of
a fire support vehicle, end savings of $0,798m arising from the revision of
expenditure patterns for items of tank test equipment and spares. An extra
payment of $1.587m sarose out of a revised claiming pattern for expenditure

on six tanks which werse planped for delivery on 30 April 1977,
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108, Rlso, it was considered when the additional estimates were being prepared
that 81l other plannsd contractural payments would be met and a slippage allow-
ance of approximately $1.26m would need to be reinstated. The witness
explained that when estimates were prepared allouasnces for a certain degres of
slippage were made, based upon past expsrience.

109, The Committes was told that the major reason for the increased funds
requirement from the Advance to the Treasurer related to ths delivery

and consequent payment for the final six tanks against Phase I of the Leopard
tank purchase. These tanks incurred expenditure of $2.6m and provision had
not besn included in the Driginal Estimates.

110. The Committee was informed that it had originally bsen planned that S3
tanks would be deliversd in 1976-77. Houwever, as the last six wers dues to be
delivered on 31 May the Department had expected that the delivery dats would
not be met and only 47 would be paid for during the financial year. The
actual delivery pattern which emerged showed that delivery of

tanks was behind schedule in the sarly part of the financial ysar but was
achieved in April and May 1977.

111. The Committee was told that a shortfall against initial capital aquipment
associated with the Leopard tank purchase and other projescts totalling $1.89m
offset tha extra $2.6m reguired for the six tanks. The main reasons for
the shortfall were slippages in delivery, actual escalation claims being less
than forscast at the time Additional Estimates wsre prepared and exchange
raetes which were more favourable at the date of payment than when the sstimates
were prepared. The Committes was told that the main items contributing teo
this shortfall wers $118 000 associated with the tank trainer, $356 000 for
documentation for the tanks and $600 000 which had not been claimed for
quality assurance checks.

112. A complex price variation formula written into the contract for the tanks
made it difficult for the Departmsnt to know pracisely what an individual

tank would cost at the time of delivery. This price variation formula
ineluded variations due to changing costs from matarials and labour and
fluctuations in exchange rates. The Committee was told that ths total
contract price was expected ta be of the order of $§100m for 101 tanks plus
documentation and associated equipment. In July 1974 the price per tank at
tha exchange rate then existing was a little undsr $600 00C, In July 1977,
at tha current exchange rate, the prics was marginally over $900 00C.

Conclusions

113, The Committee accepts the Department!s explanation.in relation to the use
~ of the Advance to the Treasurer.
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(ii) Division 234/2/04: Equipment and Stores - Replacement
Equipment and Stores -~ Other equipment

and stores including hire

Funds Available 1974=-75 1978-76 1876-77 .
. $ $ $
. Appropriation Act No. 1 75 025 000 8S 408 000 108 509 QOO
Appropriation Act No. 3 343 000 7 983 000 10 230 000
-Advance to the Tresasurer - 1 660 008 7 791 900
TOTAL FUNDS AVAILABLE 75 368 000 95 041 000 126 530 900
TOTAL EXPENDITURE 73 792 046 94 925 598 126 442 305

UNEXPENDED FUNDS
AVAILABLE 1 575 9%4 115 402 88 895

114. This item covers all replacement equipment and stores axcept weapons,
armament and ammunition, rations and liquid fuels and lubricants. The item
includes electrical, electronic, clothing, air, transport, medical, dental,
engineering and gensral stores, victualling equipment, and the hire of
squipment. .

115. The Committes was informsd that the Department had sought the amount of
$10.230m in the Additional Estimetes. to mest:

. increased prices generally for squipment and stores based
on price movemants in the period betwesn the preparation
of the Budget and the Additional Estimates

«s ~ transport $1 534 000
«s 8ir stores $1 420 000
e« Blectrical and elsctronic
aguipment 999 000
. workshop services and
’ aquipment 981 000
., clothing 814 000
es victualling, barracks,
equipment and stores 551 00D
. »» other 86 000 + 6 385 000
. exchange fluctuations . + 4 498 000
. revised requiremsnt of F111C spares r
based on actusl spares usags + 2 484 000
. other charges over a wide range of
ostimated expenditure - 3 137 000
$10 230 000

116. It was explained that the exchange fluctuations estimate of $4.498m was
8 relatively low percentage of the total expenditure begause a large proportion
of the stores were purchased in Australia.
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117. The departmentel witness explained that the increased requirement of
$2.484m  for F111C spares arose because of the need to replace various high
cost components at a rate greater than anticipated. He explained that the
F111C engines had floun sufficient hours for them to require major servicing
and expenditure on spare parts had risen from spproximately $300 000 per month
to approximately $Im per month. The reason for the increased rate of
replacement of spares was believed to be the fact that the R.A.A.F. operated
the aircraft under different conditions to the U.S. Air Force which first
determined the replacement rate.

118. The anticdipated savings of $3.137m comprised a number of increasss and
decreases. The increases totalling $1.692m occurred in 7 areas and includ-
ed clothing for an increase in the number of recruits in the WRAAF ($428 000),
restocking of units and stores depots to levels econsistent with approved
policy (8646 000), an accelerated delivery of a SO0 tonne prass ($93 00Q) and
an increased requirement in ship's furniture for the oceonographic ship ($90 000).
The decreases totslled $4.829m and included deferral of United States foreign
military sales stock level case ($1.5m ), deferral of orders for transport
(8809 000), defsrral of arders for clothing over a wide rangs of items

(8837 000), deferral of light observstion helicopter spares and savings arising
out of a re-assessment of flying hours for Mirage, Iroquois and Hercules
aircraft ($556 000).

118. In relation to the $7 791 900 requirsd from the Advance to ths Treasurer,
tha Cammittes uwas told that this comprised:

. Additional expenditure against the 1976-77 U.S.

Air Force requisition case $2 625 149
. Advance payment sgainst the 1977-78 requisition

case $2 124 861
. Additional expenditure on M113 armoured

vehicles

«« Track shoses 309 219

++ Shos pads 122 000 $ 431 219
. Acceleration in the processing of claims $1 000 00D
. Increases in expenditure in a variety of areas §1 610 671

120. It was explainsd that e foreign military sales requisition case uas
arranged sach financial ysar to cover the supply of sparas from the United
Stetes Air Force. Claims against the 1976-77 case were received at a faster
rate than had been anticipatsd at the time Additional Estimates wers prepared.
During the early part of 1976-77 the United States Department of Defence
had centralised the three U.S. Service billing agencies under one authority
and becsuse of the time required to audit end transfer records to this agency,
the issue of billings during the first eight months of 1976-77 was very slau.
However, the rate of billings increased sharply and large claims were lodged

and paid during the latter manths of the financial yesr, This required $2 625 149

from the Advance to ths Treasursr.

121. The advance payment of $2 124 861 for the 1977-78 requisition case was
made because failure &o make ths payment would have required ths re-negotiation
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of a new cese in 1977-78 with an unacceptable bresk in logistic support. The
departmental submission explained that it was normal practice to make an
edvance payment against the annual requisition cass and the billing for this
payment was usually received in late June or early July and payment made in
either July or August. Conseguently, provision for advance payment against
the 1977-78 requisition case was not included in the Original or Additional
Estimetes. However, on 27 April 1977 the Air Attache, Washington, advisad
that the letter of offer and acceptance in respect of the 1977-78 case
required an advance payment with acceptance.

122, The witness explained that the co-operative logistics supply support
arrangements, which had been concluded with the United States in 1964, had
provided that quarterly payments would be made in advance on the middle day
of the month preceding the gquarter in uhich the Australian Services wsre to
place demands for them. The U.S. Air Force did not adopt that claiming
pattern until after ths thres U.S. Services accounting centres were combined
during 1976-77. The Australian Department of Defence was not aware that the
United States Air Force would be adopting the original agreed claiming pattern
until the last quarter of 1976-77.

123. The Committee was told that the additional expenditure on the M113
armoured vehicle track shoes arose because cleims totalling $359 219 were
received although only $50 000 had been provided in the estimates., Similarly,
claims totalling $2456 000 for the M113 armoured vehicle shos pads wers received
although only $124 000 had been included in the Original Estimates. The
uwitness explained that stocks of these items were originally procured from the
United States but the Department had arranged to have them manufactured at the
Small Arms Factory et Lithgow. The Department of Defence had found during the
latter part of the year that the demand for the items was exceeding the supply
and it advised the Department of Productivity accordingly in March 1977. The
increase in claims was due to the accelerated purchase of components from
sub-contractors by the Department of Productivity., The expenditure against
this particular item at the end of March and April had indicated that the
likely increased cash requirement would be met from the existing appropriation.
Howsver, other increased meant that it was not possible to abscrb the
additional expenditure which resulted from the increased delivery rate.

124. The departmental submisaion stated that revised procsdures for processing
claimg in the Sydney area were introduced in February/ﬂarl:h 1977, and although
some increase in expenditurs befors 30 June 1977 was foresesn, the actual
achiavement exceedsd expsctations. The witness explained that ths Department
had sent a review team to the Regional Finance Office (Navy Office) in Sydney
and the team's report indicated that payment of claims could be expedited if
procedures were brought intoc line with the other two Services. Previously

the Navy system had provided for all documents to go to the Regionsl Finance
O0ffice and to be matched thers, whereas, in the case of the Army and Air Force,
this matching process was dons where the stores were delivered. The Ospartment
had expected an increase of approximately $400 000 in the value of thes claims
processed and it was not until they received the computer printouts of
achisvemsnts for expenditure as at the end of February that it became evident
that expenditure would be at a greater rate.

125, Finally, in relation to the $1 610 671 required for increases on & variaty

of orders, it was pointed out to the Committes that expendifure under this
item covered the provision of more than one million line items. During the
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. course of the year, 170 000 orders wera placed and expsnditure was incurred
against these orders as well as against orders placed in earlier years. 1t
was not possible to examine each individual item although tha Department did
focus its attention on some individual items at Additional Estimates tims.
As a general rule, h s it was y that Additional Estimates be
prepared on a bulk rather than order by order basis. The departmental
submission stated that expenditure trends increased shatply after the
appropriation of Additional Estimates to an extent grsater then had been
anticipated. In order to mset payments of legitimate claims it had been
necessary to sesk funds from the Advance to the Trsasuraer,

Conclusions

126. The Committes accepts that the Department's request for §7 791 000 from
the Advance to the Treasurer was justifised.

427, Houwever, the Committee wishes to express its concern at the absenca of
especific detail contained in the Department!s submissions relating to this
ftem and to item 234/1/03. The submissian on this item (234/2/04) referred to
variations of $6.385m and $3.137m and although these figures included many
individual veriations of mors than $100 00D (and several exceeding $1mi) the
Committes did not raceive this information until the public inquiry. The
absence of such detail hampers the Committee in its selection of items for
public inquiry and reduces its ebility to adequately sssass the validity of
the department's claim on funds from the Advence to the Treasurer. While the
Committee racognises that departments must balance the nesds of the Committes
for sufficient and accurate information on which to assess performance with
the resources needed to be diverted te this task, the Committee wishes to
point out that vhere departments later discover that information is deficient,
a supplementary submission prior to a public hearing will greatly assist the
Committes as wsll as departmental witneases..
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. LHAPTER 6

DEPARTMENT OF NATIONAL® RESOURCES

Division 883/5: Capital Works and Services ~ Investments '
in Petroleum and Minerals Dsvelopment

Funds Availeble 1974~75 1975~76 1976-71
) $ $ [
Appropriation Act No.2 - 9 626 000 2 352 00O
Appropriation Act No.4 - - 4 290 0006
Advance to the Treasurer 566 600 - 101 000
TOTAL FUNDS AVAILABLE 566 600 9 626 000 6 743 000
TOTAL EXPENDITURE 566 427 3 842 246 6 736 311

UNEXPENDED FUNDS
AVAILABLE 173 5 783 754 6 689

128, This item provides for mseting the econtractual ocbligations of the
Commonwealth arising from the acquisition of an approximate 18 per cent
interest in the South Australian Cooper Basin natural gas project coupled with
related pestroleum interests in South Australia. The origin of these obligations
flowed from an agreement entered into jointly by the former Petroleum and
Minsrals Authority and the Commonwealth of Australia in July 1975 to acquire
S0 per cent of the interests of Delhi International 0il Corporation. UWhen
the High Court ruled the Petroleum and Minerals Authority Act 1973 invalid,
the continuing commitments under the agresment becams the responsibility of
the Australian Government thus necessitating the requirement for $566 600 from
the Advance to the Treasurer in the 1974-75 financial year.

129, Tha Commitment inherited from the Petroleum and Minerals Authority in
relation to Delhi International 0il Corporation, made a significant contribution
towards the expenditure of §3.842m in 1975-76. The Committee was told that
$9.626m had besn provided in the Original Estimatss to enable the Gavernment

to enter mining agreements in five spscific aresas. In the event, the change

of Government in late 1975 resulted in a change of policy. The Government
decided not to procdeed with four of the proposals and expenditure was mainly
incurred in relation to the Cooper Basin natural gas project. In addition,
approximately $1m in repayable advances was made to Mareeba Mining N.L. (%0.3m)
and Wambo Mining Corporation Pty Ltd ($0.7m).

130. On the assumption that the Government's petroleum interests would be
divested by 31 December 1976 $2.352m was provided in the Original Estimates
for 1976-77. This comprised estimates of $1.272m for two quarterly
instalments on the Delhi projects, $0.48m for expenditure on natural gas
production and §0.6m for the purchase of inventories following the completion
of a unit agreement (a form of joint venturs agreement) which was arranged
with the parties involved in the Cooper Basin natural gas project.
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131. Prior to unitisation the Australian Govarnment had no direct lsgal interest
in the assets of Delhi. "Revenuss were received from Delhi which would render a
monthly account to the Commonwealth showing gas sales raceipts together with
capitel and operating expenditure. This gave rise to either a monthly recsipt
or payment depending on whether the Commonwealth share of gas sales excesded

the corresponding share of capital and operating expenditures.

132. The Committee was told that $4.29m obtainsd in Appropriation Act No. 4
provided for expenditure from January 1977 to June 1977 as follous:

Two quarterly instalments of deferred purchase $
consideration and interest 1 330 000

Estimate of cepital and operating expenditure 3 023 DDO

4 353 000

Less unexpended funds available from
original appropriation 63 000
4 290 000

133. The witness explained that expenditure was almost double that in the first
half of the financial year, because following unitisation, ihe Commonwealth was
no longer able to offset revenuss from gas sales against expenditure. A1l
revenues wers required to be lodged in the Consolidated Revenue Fund and it was
necessary to pay monthly operating and capital expaenditure directly from tha
Appropriation Acts. Actual revenue in the period January to June 1977 was
$2.132m followsd by an adjustment of $0.6m on 2 July which resulted from a gas
price increase.

134, The Finance Observer, fir Finch, expleined that the Audit Act required that
expenditure be met from appropriations and that revenues be paid direct to the
Consolidated Revenue Fund. This procedure had not besn thought necessary,
because the Petroleum and Minsrals Authority, which had entered into the original
agreement, had not been subject to the Audit Act. This was a normal arrangement
for Govarnment business entgrprises. He explained that there was some doubt
following the declaration of the invalidity of the Petroleum and Minerals
Authority Act 1973 as to whether the Commonwsalth was acting in brsach of the
Audit Act in not paying revenues intact to the Consolidated Revenue Fund from
the outset.

135. The departmsntal submission stated that $101 000 was required from the
Advance to the Treasurer because the estimate of capital and operating expendit-
ure of $3 023 000 was underestimated to the extent of $108 000. This was offset
to ths extent of $7000 due to changss in exchange end interest rates. The
underestimate arcse following changes in capital construction programs, partic—
ularly in field development drilling, gathering system canstructicn and field
compression.

136. The departmpntal witness explained that the Additional Estimates had besn
-made on the basis of budgets preparsd by the operators of the Cooper Basin
project. The March quarterly update of the 1977 calendar ysar budget was the
basis for the departmental estimate of capital expenditure for the period to

30 June 1977. The Committes was told that it was evident that some of the 300
projects in hand were behind schedule when the Additional Estimates were prepared.
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137. The submission pointed cut that the Commonwealth was cammittad to mest

tha expenditure incurrad by the operaetors. In May 1977, it became evidsnt
that edditionsl funds would be required bacause of an increased rate of
expenditure in a number of arees. The witness stated that to enable the
Commonuwealth to monitor expenses on the projects the Commonuwealth received a
monthly statement of expenditura. However, he stated that although this did
not provide any real control over expenditurs, supervision wes exercised through
the internal audit conductad by a firm employed by the verious parties to the
unitisation agresment., The Auditors carried out a systematic test check review
and its findings were discussed by the various financial repressntatives of
gach of tha parties involved.

Longlusigns

138.. The Committee acespts the Dapartment's explanation.
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CHAPTER 7

DEPARTMENT DF SCIENCE

Division 927{2{06: Capital Works and Services — Plant

and Equipment - Turn Around Ranging

Station
Funds Available 1974-75 1975-76 1976=77
[ $ 8

Appropriation Act No.2 - 35 000 85 000
Advance to the Treasursr - - §0 000
TOTAL FUNDS AVAILABLE - 35 Qoo 135 000
TOTAL EXPENDITURE - 34 876 134 959

UNEXPENDED FUNDS
AVAILABLE - 124 41

139. The Committee was told that the purpose of this item was to provide funds
for a facility which would provide station-keeping information in respect of
the Jepanese Ceostationary Meteorological Satelite (G.M.5.) Under an agresment
with Japan, Australia has undertaken to ingtall and operate a turn-around
ranging station for support of the G.M.5. The station was likened to a repeater
in a radio chain which received a signal, amplified it and sent it on to the
next repeater, or, in this case, back to a satelite. In return Japan has
undertaken to provide to Australia special meteorclogical observations. which
will be of particular value in the forecasting of cyclones.

140, The Committee learned that $B85 000 had been provided in Appropriation Act
No. 1 for expenses anticipated in respect of a contract for the supply and
testing of a turn around ranging station (7.A.R.S5.) Public tenders hzd been
invited on 30 April 1976 for the supply and installation of the T.A.R.S. and
four offers had been received. The difference between the two lowest tenders
was in the order of $150 000. However, the second lowest tenderar made a fixed
price offer whereas that submitted by the lowsst tendsrer Plessey Australia
Pty Ltd, contained a variation clause mainly in respact of the cost of testing
the equipment in Japan. The contract required that the squipment be success-
fully tested by the appropriate Japanese Government Authority (the Japanese
Meteorological Agency (JMA)) prior to despatch to Australia. It was not possible
at tha time of tendering for either the tendersr or the Department to obtain
from the JMA a reliabls estimate of the time involved in this testing. The
eguipmant wag a prototyps which made it more difficult to assess this aspect.
In accepting the open-ended tender of Plsssey, the Department was confident
that in spite of the prototype nature of ths equipment the cost was unlikely to
excead that of the next lowest tender.

141. 1In its submission, the Department stated that at. the time Additional
t£stimates were prspared, an approach was made toc the Department of Finance to
provide an additional $50 000 to cover the cost of providing for the install-
ation of the T.A.,R.S. equipment and to meet unforeseen expenses involved in
testing the equipment in Japan. However, a witness revealed that the additional
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funds. were first sought on 18 Merch and on 3D March the Department of Finance
urote sesking fupther information. Although further explanaticns were provided
on 2D April it was not possible to gettle the matter in tims for inclusion

in the Additional Estimates.

142, The Finance Observer (Mr Finch) confirmed that it had not been possible

to include in the Additional Estimates the $50 000 requested by the Department
because the request had been received on 18 March whereas individual applications
for Additionsl Estimates closed on 8 March. He stated that further information
uas sought from the Department in relation to a number of matters including the
open~snded nature of certain provisions in the contract and that of the $50 000
that had been requested, explanations were provided in respect of only $37 0GO.

143, The Department of finance accepted the mare datailed explanation received
from tha.Department on 20 April and provided the funds requssted from the
Treasurer's Advance. The $50 000 obtained comprised:

. Devaluation componsnt 217242
. Testing of Equipment
Additional time taken 7 860
Additional requirsments necessary
for testing 3 512
B Concreting of foundations ’ 4 000
. Accelerated payment due to early delivery 13 385

144, In relation to the devaluation component the Finance Dbserver stated that
the Department of Fimance queried the amount because it repressnted an increase
of 22.6 per cent which was considered in excess of the actual devaluation
percentage. In its letter of 20 April to Department of Finance the Department
explained that the tender wes submitted on the basis of 380 yen to the dollar
and the requirement for payment was for 310 yen to the dollar.

145. In relation to the §7860 required for the additional time taken in testing
the squipment, the Committes was told that the teridered price provided an amount
of $12 950 for Japanese and contractor engineers! time at the Japanese Metsoro-
logical Agency (JMA) testing site during the test. As neither organisation
could ostimate with accuracy the length of' testing time needed, the price was
based on an estimeted 78 man-days. In the event, a total of 128 men-days

was raquired involving an additional expenditure of $7860. The witness
explained that 78 man-days hed been the tendsrers best estimate of the

time nesded end that a variation clauss had been included accordingly.

146. Expenditure of $3512 was incurred by the contractor dus to unforeseen
requirements by JMA and the Japanese Government in prespect of the testing.
There was a clause in the contract to the effect that, because of uncertainty
about the test program of the Japanese Government, the contractor reserved the
right to reguote the items involved in testing if their assumptions were
invalid, One of these assumptions was that the facilities required for testing
in 3apan would be available to them free of charge. Two unforesesn circum-—
stances arose which resulted in the company seeking to amend the contract:

38



(a) renting a building and paying for power, etec., at the
JMA testing site (82047); and

(b) obtaining a Radic Regulatory Licence in Japan to °
enable the testing of their equipment by JMA ($1465).

The witness stated that’ it was not unusual to accept a variation clauss such
as this and pointed out that tenderers bidding a fixed price in such circumstances
would include a contingency for additional costs which could be involved.

147. A contract was let to provide a concrete foundation for the T.A.R.S.
antenna resulting in an unanticipated cost of $4000. The submission explained
that it had been originally intended that the Orroral Valley Station staff
would provide the concrete foundation for the antenna. However, this proved
to be impracticable bacause the manufacturars specified foundations which
reoquired five times more concrete than the Department had anticipated and it
became nocessary to have ths work done under contract.

148. A further $13 385 was required becsuse of early delivery of the equipment,
The contract delivery schedule had provided for some payments on the equipment
being met in 1977-78. The Departmant had originally anticipated thet testing
would occur in November 1976 but a dslay in the availability of a vital
component delayed the test period until February 1977. At that stage it was
expected that delivery would not be until May or early June and it appeared
likely that payments would fall in the 1977-78 financial ysar. Howsver, tha
equipment was shipped on 16 March and had arrived by the end of April. It
passed its first $pecification test on 16 Juna,

149, The departmental submission showed that the original and current estimated
pattern of expenditure was as follouws:

Original Present
Estimats Estimate
1978=176. 33 000 35 000
1976~77 85 000 135 000
1977-78 ) 52 000 ** 34 000
170 000 204 000

160, The conditions of settlement were based on a 30 per cent progress paymont
within tuenty days of the contract being allotted, 60 per cent within twenty
days of completion of successful testing in Japan and 180 per cent within twenty
days of the acceptance date of 16 Juns. The $34 000 for 1977-78 represented
the finel payment to the contractor and expenditure on installation and testing.
The final check of the squipment occurred in late August 1977. The witness
explained that the equipment was now fully commissioned and it was unlikely
that the final cost would exceed the present estimate of $204 000.

Conclusions

' 151, The Committee has noted that although ths Department. sought inclusion of
the requirement for §50 DOD in the Additional Estimates, it submitted its
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raquest too late for inclusion and also feiled to provide sufficisnt inform-
ation to the Depariment. of Finance. While the evidence suggests that the
Dopartment may have baen unavare of the nsed to provide the additional funds
before the closing date for Additional Estimates, thes Committee is disturbed
at the Department's failure to provides a fully documented request to the
Oepactment of Finance when it first sought additionel funds on 18 March.

152, The Committee accepts that the Despartmant was justified in obtaining
$50 000 from the Advance to the Treasurer.
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CHAPTER 8

GENERAL CONCLUSIONS

153. In Chepter 1 of this Report, the Committee stated that in examining
expenditure from the Advance to the Treasurer, it had sought to ascertain
whether or not expenditure from the Advance had besn confined to urgent and
unforesssable raquirements far vhich provision could not have besen made in
the Original and Additional Estimates. The Committee had also sought to
ascertain whether or not the departments concernsd had maintained efficisnt
administration in the expenditure of funds under the items selected for public
inquiry.

184, This inguiry has shoun that in some cases expenditure from the Advance

to the Treasurer wes confined to urgent and unforeseeable requirsments for
which provision could not have besn made in the Appropriation Acts. In other
cases, in particular the Departments of Administrative Servicee and

the Capital Territory, there was evidence of inefficient estimating procedures,
and delays which caused expenditure to be cherged to the Advance when provision
should properly have been made in the Additional Estimates. Attention has
been drawn to these inadequacies where they have been discoversd.

155, In gensral, howsver, there was a reduction in the number of requests

for funds from the Advance to the Treasurer and the rgsults of the Committee's
examination suggest that the large majority of these regquests was confined to
urgent and unforeseeable requirements. There was also a gensral improvemsnt

in the quality of submissions presented to the Committes, although the Committee
has found cause to comment on instances. of conflicting evidence, in the cass

of the Department of Administrative Services, and of the lack of spacific
detail in submissions, in the case of the Dspartment of Defsnce.

156. In the'case of the Dspartment of Defence, it is worth restating here

that the Committee recognises that departments must balance the needs of the
Committes for sufficent and accurate information on which to assess performance,
with the resourcés needed to be diverted to this task and wishes to point out
that whers departments later discover that information is deficient, &
aupplementary submission prier to a public hearing will greatly assist the
Committee as well as departmental yitnesses.

David M. Connoll
Ehairman

M.J. Talbsrg,

Secratary,

Joint Committee of Public Accounts,
Parlisment Housa,

CANBERRA

3 November 1977
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APPENDIX A
REFERENCES TO EVIDENCE

S tseans et

. CHAPTER 2
Paragreph - Reference
Number
(1) Division 137/1/02
10 Exhibit 168/A1.
1 pp. A1 and A2,
12 p. A2,
13 Exhibit 168/a1 and pp. A4 and AS.
14 pp. A5 and A6.
15 PP« A7 and A13 to A15,
16 Exhibit 168/A1 end pp. A14 and A15
17 pp. A5 and.A6 .
18 pp..A29 and A30 B
19 Exhibit 168/A1.
20 Exhibit 168/A1 and p. 420
21 p. A32 and Committes File 1877/1.
22 * pp. A%, A10 and A15.
23 pp. A7, A8 and A11.
24 Pp. A11 and A12,
‘25 pp. A25 snd A26.

26 p. AT,
27 pp. A19 and A20,

© 28 p. A27.

(1%) Division 137/2/01

31 Exhibit 168/A2.

32 Exhibit 168/A2 and p. A32.

33 . P A33 and Committee File 1977/1.

34 Exhibit 168/A2.

35 p. A37 end Committes File 1977/1.

36 Exhibit. 168/A2, pp. A39 and A40 and Committes File 1977/1.
37 Exhibit 168/A2.

38 pp. A33 to A35,

39 pe. A36 and A37 and Committee File 1977/1.
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EHAPTER 2 (continued)

Paragraph Rsference
Number
4 Committee File 1977/1.

(i1i) pivision 137/3/01

46 Exhibit 168/A3.

47 pp. A43 and A45,

a8 'pp. A42 to A44.

49 Exhibit 168/A3.

50 Exhibit 168/A3.

51 Exhibit 168/A3 and p. A4B.

52 PR. A46 to A48,

53 Exhibit 168/A3 and pp. A47 and A48,

(4v) pivieton 141/1/01

55 Exhibit 168/A4.

§6 . pp. A48 and A50.

57 Exhibit 168/A4.

58 Exhibit 168/A4.

59 Exhibit 168/A4 and p. AS2.
. 60 pp. ASO and. AS1.
" 61 Exhibit 168/A4 and p. AS3.

62 °  Exhibit 168/Ad.

63 p. AS4,

(v) pivision 141/1/02

65 Exhibit 168/AS.

66 p. AS6.

67 Exhibit 166/@5 and pp. AS6 and AS7.
68 p. AS8.

69 pP. A62 to AG4.

70 PP. AS9 to AG1.

K4l pp. AB1 and AG3.

72 P. R6S5 and Committee File 1977/1.
73 Committes File 1977/1.
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7
7
78
9
80
81
82

84
85
86
87
[:1:]
a9 -
90
91

93

94

. 95

. 9

97

98

99
100

104
108
106

(vi) pivision 817/2

Exhibit
‘pp. AGB
Exhibit
Exhibit
Exhibit
Exhibit
Exhibit

Exhibit
Exhibit

CHAPTER 2 (continusd)

Paraqraph - Reference
Number

168/A6.
and A69.
168/h6 and
168/A6 and
168/A6 and
168/A6.
168/h6.

" CHAPTER 3

168/81.
168/81 and

pp. B7 and B8,
pp. B7 to B13.

Exhibit
Exhibit
Exhibit
Exhibit

Exhibit
pp..B19
Exhibit
Exhibit
p. B25.

168/81 and
168/81 and
168/81 and
168/81 end

CHAPTER 4.

168/82.
and B20,
168/82 and
168/82 and

pp. B26 and B27

Exhibit
Exhibit

(i) Division 234/1/03

Exhibit
Exhibit
Exhiblt

168/82 and
168/82 and

CHAPTER 5
168/86.

168/86.
168/86 and
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PP. A70 and A71.
pe. 7M.
pp. A74 to A76.

pe

p.
pe
pp.
P.

PP.

B2,

B8,
88,

B1,

B814.

B23
827

834
835

B66

B14, B15 and B17.

and B27.
and B28,

and B35,
to B37.

and B67.



CHAPTER S (continued)

Reference

Paragraph
Number
107  Exhibit 168/B6 and pp. B67 and B68.
108 pp. B6B and B69.
.108 Exhibit 168/B6.
110 pp. BES and B7O.
111 Exhibit 168/B6 end p. B7S.
112 pp. 870 and B72 to B74 end Committes Filse

114
115
116
17
118
19
120
121
122
123
124
125

128
129
130
131
132
133
134
135

136

137

(ii) Divisian 234/2/04.

Exhibit
Exhibit
p. 882,
pp. 882
pp. B84
" Exhibit
Exhibit
Exhibit
p. B86.
Exhibit
Exhibit
Exhibit

Exhibit
pp. B42
Exhibit
Exhibit
Exhibit
Exhibit
pp. B51
Exhibit
pp. 8583
Exhibit

168/87.
168/87 and p. 881,

to B84,
and B85,
168/87.
168/B7.
168/87.

168/87 and pp. B88 to 890
168/87 and pp. 690 and B91.
168/87 and p. B91 and B9S2,

CHAPTER 6

168/83 and Committes File 1977/1.
to B46 and 850.

168/83 ond pp. B43, B4G and B4AT,
168/B3 and p. B48.

168/83.

168/B3 and pp. 848, BSO and BS1.
to BS3.

168/83.

and BS54,

168/83 and pp. B55 end BS6.
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. CHAPTER 7

Paragraph Refersnce
Number
139 Exhibit 168/B5 and p. B57,
140 Exhibit 168/85 and p. BEO.
141 Exhibit 168/B5 and pp. BS8 and B62.
142 p. B59,
143 Exhibit 168/B5 and pp. 859 and B62.
144 Exhibit 168/B5 and p. B61.
145 Exhibit 168/B5 and p. B862.
146 Exhibit 168/B5 and p.. B62.
147 Exhibit 168/B5 and p. B63.
148 Exhibit 168/85 and pp. BGO, 861 and B63.
149 Exhibit 168/B5.
150 pP. B60 and B63.
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