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DUTIEé OF THE COMMITIEE

Section 9 of the Pyblic Accounts Cummittéa Act 1951. reads
as follouws: :

: 8 The. duties 'of the Committee are -

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

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

(b) to report.to both Houses of the Parliament,
with such comment as it thinks fit, any
items or matters in those accounts,
statements and reports, or any circumstances
connected with, them, to which the Committes
is of the opinion that the attention of
the Parliament should ba directed;

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

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

and include such other dutles as are agsigned to the,Cgmmittee
by Joint Standing Orders approved by both Houses of the
Parliamant.

(4i1)
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CHAPTER 1

INTRODUCTION

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

Committee set out in detail the basis of the: Treasury Minute arrange-

mants which have been mede to asnsure that appropriate action ensuss

from comments contained in our Reports.

As they now stand, the arrangsments concerngd ares

(1)

(2)

(3)

(4)

The Report of the Committee is tabled by the Chairman
in the House of Representatives and by a Member of
the Committes in the Senats. Motions are moved in
both Houses of the Parliement that the Report be
printed as a Parliamsntary Paper.

The Chairman of the Committee thereafter forwards
a copy of the Report to the Departments affected
and to the Treasurer with a request that he give
the Report his consideration and inform the
Chairman of the action taken to deel with the
Committee's comments.

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

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

P.P. No. 275
of' 1964-65-66.
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In reporting & Treasury Minute to the Parlisment,
the: Commitiee. does not usually make any comment

on the Minute other than to note recommendations
not fully dealt with. or subject to a further
Minute., In.speciel cases where comment is thought
to be necessary, however, the Committes makes it.

The Committea.rlvinws‘a‘Ttnnauty Minute, if
nacessary, when it again examines the deparimant
concernad.

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

~=000=-
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CHAPTER 2

IREASURY MINUTE ON THE ONE HUNDRED AND
FIFTIETH REPORT RELATING 10 THE REPORT
DF_THE_AUDITOR-GENERAL 1972-73

Comnittes's Conclusions Jreasury Minute
One_Hundred and Fiftieth Report (10 Septembsr 1976)

{14 November 1574)

The Treasury has examined the
Report and has discussed with. the
departments concerned the observations
and conclusions of the Committee which
have, where necessary, bean brought
to the notice of the relevant officers.
Amendments to the Administrative Arrange-
ments subsequent to the report have
resulted in changes. to the: names of some
departmente and the transfer of some
functions from one department to ancther.
The names of departments in this Minute
conform with the names in the Committee's

Report,
DEPARTMENT QF ABORIGINAL AFFAIRS

Aboriginal Self~help Hausing

47. The Committes acknowledges the The Secretary, Ospartment of
problems and difficulties which bsset Aboriginal Affairs has advised as
the Welfere Division of the formexr follows:~

Northern Territory Administration in "The matter of self help housing

- ) schemes in the Northern Territory
connection with the Aboriginal Self-help into uhich the Committes has

Housing Scheme, Particularly significant enquired emanated from a time prior
to the creation of this Dapartment.

problems were. occasioned by the remoteness Responsibility for the former



Committee's Conclusiong
One_Hundred' and Fiftieth Report
(74 November 1974)

of the localities to which the housing
materials uere deliverad, the Northern
Territory wet season and the acute
shortage of skilled labour, None of
the problems, however, in the Committes's
view excuses the Welfare Division's role
in the administration of the Schema.

Ireasury Minute
(10 September 1976)

Welfare Division of the former
Department of the Interior vested
in this Dapartment on its creation
in December 1972. Due to the
change:; of responsibility the Depart-
mant experienced considerable prob~
lems in compiling the necassary
information for the submission.

Information provided by the Depart-
mant in its submiseion was compilad
from limited knouwlaedge of certain
officers at Central Offica together
with information supplied to the
Department, Every effort was made
to provide the Committes with
factual and eccurate information.
It was never the Department's
intention to mislead the Committse
or to misrepresent. information
supplied in its submission. The
Department has noted the Committee's:
roference to Treasury Memorandum
66/385 of 16 Oct 1970.

With regard to the Department's
failure to advise the Committee

of' other interested and associated
bodies, it can only be stated that
such failure was a regrettable
aversight. The dspartmental
officers concerned had assumed. that
the Committee staff would have
themselves realised from the Adminis-~
trative Arrangements Orders that
responsibility for this matter had
devolved on to more than one depart-
ment. The department provided the
Committes with its apology at the
time of the hearing.

This Department experienced consid-
erable difficulty in preparing its
submission to the Committes in that
the Departmeht was still in its
early formulative stage and did not
have, at that time, sufficient
officers experienced for the task.
The Department is now in a much
more satisfactory position in this

-vegard,"



Committests Conclusions
Ong Hundred and Fiftieth Report
114 Novemher 1974i

48,  In relation to the first cantract
let, for 20 demountable home units, the
absolute priority afforded it by the
Stores Branch and the Tendar Board was
negated by the tardiness of other
parties. A timetable in which, after
tenders closed on 17 February, Minister~
ial approval for the commitment of funds
was not requested until 2 July and. then
not notified to the Tender Board until
14 September, is highly.suggedtive of
administrative inefficiency. The con-
tract was not, in fact, able to be
‘sealed for 7 months after tendars clased,
and' the delivery delays caused by the
onset of the wet sseson can be directly
attributed to the earlier administrative
delays..

49.  In relation to the second contract,
for 14 homs units, it appears unsatig-
factory to the Committes that Welfare
Divieion's initial recommendation of

a tenderer to the Tendsr Board proved
unacceptable, and that, after a lapse

af time in which it re-sxamined the
various tendsrs, it wss upable to justify
its choice. On the face of the evidence
Welfars Division's initial deliberations
wers ill-considered.

Treasury Minuts
(10 September 1976)



Committee's Conclusians
One Hundray end.Fiftieth Report
(14 Novenbar 1974)

50.  Welfare Division apparently ralied
on 'the first contractor to inform it

of the dates whan the materials wera

to be delivered, in sufficient time to
allow it to maeke arrangements for un-
loading.  Notwithstanding the contract-
or's non-co-operation, the Committes is
surprised: that Welfars Division .did not
make: it its business to ascertain the
delivery dates, especially when the
deliveries. overshot the anticipated time
schaduls.

51. Welfare Division should: have
notified the Tender Board of any damage
to the materials, or dsficiencies, es
soon. as. posaible after inspsction.

Very surprisingly, howsver, clear
arrangements for inspsction on delivery
wera. neither made in the contracts nor
otherwise, and the Committee considers
that the Welfare Division was dilatory
and ineffectual in making what inspect-
ions, and taking what remedial action

it did.  The Cummittes is oisturbed
that in respect of units delivered to
site in mid-1972 the extent of damage
had etill not been fully estimated in
November 1973. The inspaection problems
in remote localities are acknowledged
and wlll, with other problems, hopafully
be- fully considered bsfors further

Treesury Minute
(10. September 1376)

The Oepartment. of Northern Aust-
ralia has. advieed that it now: ensures ¥
that delivery and inspection clauses
are written into contract documants
to provide for a "Free into Depart-
mental Store" delivery. Delivery
on to. site is then arranged by the
Supply Section of the Department
after consultation, with. the client
branch or department.



Committee's Coneclusions
One Hundred and Fiftieth Report
(14 Novemhar‘19745

delivery to site clauses are written

into eimilar contracts in future. The
Committese understands. that rasponsibility
for the contracts rested with the Storase
Branch. and. the Tender Board (huu under
the Department of the Northern Territory).

52, As a result of Weifare Division's
tardiness, the Tender Board did not
initiate any action to recover damages
baceuss aof alleged burden of proof diffi-
culties. The difficulties in establish-
ing whether deficiencies were due to
shortpacking at the factories or
pilfering at the sites are accepted, but
the Committee is neverthsless surprised
that neither party sought legal advice.
Daspite the implications of ths Depart-
mant of Aboriginal Affairs' submission,
the+Committes is unable to conclude
positively that the Northern. Command
Army Inspection Service in Brisbane

had inadegquately inspected the materials
in factory. This is on. account of the
Dapartment of Aboriginal Affairs’
vagueness on this matter and conflicting
evidence from the Dapartment of the
Northern Territory.

53, The Committee is concerned that

‘in one instance Welfare Division supplied
the Stores 8ranch with written svidence
of raceipt of goods when it could not

Traasury Minute
(10 September 1976)



Committee's Conclusians:
One_Hundred and Fiftisth Report.
o (14 Novamber 1974)

poseibly have known the contents .ox
condition of the contents in the con-
signment. The Committee also- voices
concarn, at the administrative mix-up
within the Stores Branch, dascribed:

in the svidence, uhich followed.

54.. The Committes fesls that it must
express its dissatisfaction with the
quality of the information set out in.
the Department of Aboriginal Affairs!
Firstly, the Committea

was led to understand fram the submission

submission.

that only one contract was involved. It
was only during later questioning that
the Committee discovered that, in fact,
tuo contracts had been lst. Secondly,
the submission was seriously mislsading
because of the inclusion of part of a
letter from one of the. contractors which
hed been quoted out of context, causing
the Committee to belisve that an attempt
had, been madse to recover an amount from
the contractor. for the losses. or damage.
to the units and that the contractor had:
denied liability under the terms of tha
contract.

55, The. Committee views any inaccur-
acies in the information presented to.
it in a very serious light and would
draw the Ospartment's attention to

" Treasury Minute
(10 September 1976)

The Department's comment on.
this. conciusion is included in the:
more detailed statement against
paragraph 47..

The Dapertment's comment on. thia
contlusion is inciuded in the more
detailed statemsnt dgainst. p ph 47,
1n addition, Tressury Circular 1976/10

v



) Committse's Conclusions

One Hundred and fiftieth Report
(14 Novembexr 1974)

Treasury Memorandum 66/%55 of 16 October
1970 to all Permanent. Heads.
randum included: the following statements:

This: memo-

"Not only has the Committee tha
right to expect that witnesses
appearing before it are -properly
briefed but it is in the interests
of sach department and the ser—
vice generally that evidence
tendered to the Joint Committee

of Public Accounts is of the
highest quality. Written
submissions. and explanations
should be cafefully praeparad and
thoroughly checked for adsquacy
and accuracy of datail and absence
of ambiguity; officers who are

to appear before the Committes

to give evidsnce should undertake
sufficient research and preparation
and should be. thoroughly brisfed
to enable them to answer, with
authority, any' questions which

may reasonably be expected on

the subject matter of the inquiry."

56. The Committee is concerned, finally,
that the Dspartment of Aboriginal Affeirs
failed to advise it prior to the public
hearing of 'the important role performed
in relation to the Schama by the Storas
This fail-
ure reaulted in. the non-attendance of

8ranch and the Tender Board.

representatives from the Department. of
the Northern Territory on the first day
of the Committee's public hearing. This

proved inconvenient to all parties.

57, The Committes notes that the Scheme
as it existed has bsen cancelled.

Treasury Minute
(10 Septembar 1976)

isgued on 11 May 1976 again raquestsd
dapartmients to bring the contents of
Treasury Memorandum 66/385 to the
notice of all relevant officers,

See ths. Depabtment's more detailed
statement against paragraph 47.



Committee's Conclusions

One. Hundradand Fiftisth Report
{14 wovember 1974)
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Treasury Minute
(10 September 1576)

DEPARTMENT OF THE ARMY

(Now. Departmant of. Defence gAmi affice)).

Purchase. of jrailer-mounted Asfrigerators

‘84.‘ In the original departmental .sub~
mission and during the public hearing
‘several refersnces wers made to an
urgent opsrational requiremsnt for
This
urgency was given as a reason why the

refrigerator units in Vietnam.

tests on the equipment ware not as
exheustive as they might otheruise
have been. The evidence shows that
only six out of a total production of
85 units vere required for Vietnam.

It appsars to the Committes that in

the submission and during the inquiry
the Department placed toco much emphasis
on this urgent operational requirament
which was only a small percentage of
the total .production.

In noting the Committes's comments
the Department .agrees that in the light
of the actual numha'ra planned for issue
to Vietnam this aspect was unduly

-emphasisad and regrets any misunder-

standing this may have created for
The Vietnam
requirement was grouped with the.

Committee members.

larger number required for upits in
tralia for af - ic

production.

*  In notihg the Committee's comments
the. Department's view is that, bearing
in mind the expected normal development
production lead time of three to four
yéars, and the fact that the limit of
&hé Australian conmitment in Vietnam
was not known, the original decision
to purchase 85 trailers as a matter of
urgenéy was reasonable, based on the
information: available at the time.

* Original comment provided tor
the Committes(see Chapter 4
for the bbfnmittaa!‘s observations)

»



Committee's Cohclusicns

One Hundrad and Fiftieth Report
{1a November- 1974)

85. The Committee also: finds it
difficult to understend why, it thera
was an urgent opsratiopal raquirement,.
it took the Department from: May 1965
until May 1966 to obtain the eguipmant
far VUistnam, evan allowing for the
fact that. the units hqﬂ'baanrspgqiaily
desighad to meat. Army r-qﬁiroméhta

and .were not of’ a commercial pattern.

-1 =

Ireasury Minute
(10: Septamber 1976)

The Dapartment statss that in
general for.a wide. range. of squipment
it is difficult to obtein priority
response: from 1nqu§try in peace~-timg
Australié,to an opsrational requirement
and that frequently leed times are much
in excess of ‘thrae to four years. In
this case ths Department had over-
estimated the ability of industry to
provide a suitable product without a
This: led,
in turn, to.tha need to call tenders a

very deteiled specificstion.
second time. Thus, a period of ebout
18: months elapaed. during which time the
first tenders were called 'and evalustad
and prepsrations made for calling tenders
a sscond time.
until May 1968 was taken up with pro-
cessing the second round of tenders and

The remaining time

in the manufacture of the refrigerated
trailers

#  The Dep ent gtateg that in pedce-
time Australia. it is. difficult to
obtain priority. response from indistry
t0 ait operational, requivement and that
frequently lead times ave much in excess

- of three to four years.

* Qrigindl comment prnvided to the
‘Committee see(Chapter 4
for the Compittes's observations)
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Committee's Conclusions

One Hundred and Fiftieth Report
(14 Novembsr 1974)

86. The Committee fesls that it must
also. comment on- the poor quality of the
test cafried out on the. equipment. by the:
Army Inspection Service., The Committes
uas told by the Audit Observer (Mr Parker)
that the importance. of thoroughly testing
the prototype units had been emphasised
by Army Headquarters to the Directorate
concerned. prior to. the testing of the
This served to
strangthen the Committes's belisf that
the original inspsction and testing of

pré~production modsel.

the pre-production model should have

been thorough enough to discover the
faults in the trailer eprings, tow-hars
and yokes which were found after the units
had been placed into service. The
Committee. notes that the evidsnce did not
meke it clear whasther these particular
modifications were made at additional
cost to the Department or were fitted

by the menufacturer as part of the
contract price.

87. The Committee alsc believes that
the tests carried out on the equipment
by the Army Inspaction Satvicn‘a?tsn

the menufacturer had adjusted the

wheel bearings to correct. the whesl
splaying fault wasre of a poor standard.
It is the Committes's view that after
the adjustment to the whesl bearings had
been made the trailer should have bsen

Treasury Minute
(10 September 1976)

The Department recognises the
deficiencies in. initial testing of the
prototype trailer and the need, for -
wider ranging tests has been taken into
account in subsequent procurement pro-
cedures: The contractor did accept’ v
responsibility for pert of the prima
cost of' the modifised spring sets but
the Depertment acceptad responsibility
for retrofitting these to trailers
which had, prior to this arrangement,
been accepted: into service. The
cost of modification to the towbar and
ateering yokes was accepted by the
Despartment as an incresse in. the
contract price.

The Department. agress that the
quality of inspaction and testing after
the menufacturer's. adjustment of the
wheel beatfings was below standaxd and,
as stated previously, ths nesd for
wider ranging tests has bsen taksn
into account in subsequent procurement
procedures.
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Committeats Conclusions
One Hundred and Fiftieth Report
{14 Novamber 1974}

subjected to further exhaustiva. road
tosts at least as stringent -as the
initial tests which discovered the fault,
It seems. inconceivable to. the Committee
that. having discovered the fault, the
Department of the Army did not make sure
that the whesl bsaring adjustmants had
eradicated the fault before passing

the prototype as satisfactory thereby
authorising the production of 85 units.

88. With regard to the Department's
statement that there was a continuing
demand for the traller-mounted refrig-
erators that would justify the. expanditure
to modify all units, the Committes makes
the observation that the demand could not
have been very urgesnt as at the time of
the inquiry {November 1973) only ocne
trailar had baen modifisd. In this
connection the Committee notes from the
Auditor-General's Report for 1973-74 that
by the end of that financial year only 3
units had been modified and. issued for

operational uss,.

89, Finally, the Committes would again
emphasise the importance of the principle
enunciated in its One Hundred and Thirty-
seventh Report, that in contracts with a
davelopmental content that require the
production of a prototype unit, the proto-
typs should be subjscted to sxhaustive
testing to prove that ths unit is fully

capable of performing the tasks for which .

the units are being procured before
authority is- given for the rest of the

production to procesd.

Treasury Minute
(10 September 1976)

The Department has advissd that
while it still has a raquirement for
this type of equipment, it will be
appreciated that the environment in
which the equipment is used is much
different from that intendad in 1965.
At the pressnt time all units have besn
modified and are used as required in
training exarcises, national disaster
relief and similar types of operations.

The Dapartment is very conacious
of tha principle enunciated: by the
Committee in its 137th Report and
stated that it has besn generally applied.
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Committee's Conclusions: 3 niﬁut-

Tressury Minute
Oné Hundred and Fiftieth Report (10 September 1976)
(14 lovember 1974).

DEPARTMENT OF DEFENCE

e o

Cleaning Contract

119. It was stated in svidence that as
far back as 1969 the Auditor-General's
Dffice had reported finding certain
irregularities and deficiencies relating
to the Eleaning contract. A further
report from the Auditor-General's Qffice
was made in March. 1972 relating to
problems connected with the cleaning con-
tract uhich was followed by the corree-
pondence with the Dapartment mentioned

in the Audignr-saneral's Report for
1972-73,

120, This correspondence apparsntly caused

the Department to conduct an axtensive
investigation into the performance of the

contract since its inception which dis~

closed that thare had bsen a lack of -
control in the administration of the

contrect and that there had bsen a number

of' underpayments. and overp 1its of
amounts to the Contractor.
121. The reason advanced by the Department. Following the Auditor-Gesneral's

for the lack of control in the administrat— commants in 1969 the Department took
lon of the contract was the use of inexper~ action to review the establishment
ienced and inadegquate staff, particularly in situation and realised that the exist-
the early years of the contract. Uuhile the  staff lsvels were quite inadequats for
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Committes's Concluaions:
One Hundred and Fiftieth Report
(14 November 19745 ’

Committes agrees that this gppears to be.
the case, the Committes considars that
the Department was at fault in not taking
ths necessary administrative action in
those early years to ensure that the
saction responsible for the .administration.
of the contract was adsquately. staffed and.
that effactive control procedures were. in
existence and were being obsarved. It
has occurred to the Committee that. had.
the Department conducted an investigation
into the performance and administrative.
control of the contract when ths matter
was first raised by the Auditor-Gensral

in 1969, many of ths problems that
occurred later could have been avoidsd.

122, After full consideration of the
evidence the Committee fesls that it took
an inordinately long time for the Depart
ment to develop: the proceduras which
were set out in the financial directive.
issued on 1 May 1972, especially as
deficiencies in the control of the clean—
ing contract had been reported to the
Department as- far back as 1969,

123. Another matter which the. Committee
conaiders unsatisfactory is tha delay in-
finaliging the question of the provision
of safety gear for window cleaning in the
buildings in the Russell complex. The'

avidence shows that it was eatly in 15872

N Ireasury Minute
(10 Septenber 1976).

the task.
elapged before esteblishment and

Howaever, some 22 months

‘racruiting action coyld be completed,
and. the positions. docupied,

It hae proved to be not feasible to
instal safety gear for window cleaning in
the buildings. in the Russell Offices
complex, consequently the current contract
makes no provieion for the external clean—
ing of windows above the first floor,
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Committes's -Conclusiong .

One Hundred and Fiftieth Report
(14 november 1974)

123, Another matter which the Committes
considers unsatisfactory is the delay' in
finalising the question of the prévision
of safgty gear for window cleaning in
the buildings in the Russell camplex.
The evidence shows that it waes sarly

in 1972 when the Departmant first drsw
the Contractor's attention to the fact
that he was not cleaning the uhole of
the window areas in the buildings and
the subject of safety requirements was
raised. The buildings were inspected
by the appropriate eafety authorities in
June 1972 but it was not until February
1973 that the Department wrote to the
National Capital Development Commission
on this question and November 1973
befora the buildinge were inspected by
the Department of Works. The Committee
was informed on 23 May 1974 that the
Department was awaiting further advice.
The Committes can“ot but fesl that the
Department has. been dilatory in this
matter and should have pressed for an
early solution to the problem.

the part of the. Department.

Ireasury Minute
(10 ‘September 1976)

It is accepted that dates quoted
would seem to indicate some inaction on
This -
Subsequent
to the question of safsty in window

howsver, was not the case.

cleaning operations being. raised in

Jdune 1972, the Department was. in frequsnt
communication with the appropriate
authorities in an attempt to have the
Between June 1972 and
February 1973 the Department was seeking

matter resolved.

to. resolve the problem within the
Dapartment and. in. discussions with ths
contractor and the Department of Interior,
Departmental files record regular follow @,
up sttempts by the Department. betwsen
february 1973, when the problem was first
reforred to the Naticnal Caplital

Development Commission, and November 1975
when the Department of Services. and

Property advised ths Department of an
acceptable method of cleaning the windous
using new aquipment which can' be opsrated
from ground level. Tha contract in
force during the .period covered by the
Committes's enquiry wes terminated: in
June 1974.
to another coatractor, exclusive of the

A new contract wes then let

requirement for the cleaning of outsids
windows sbove the first floor. A
contract was let, to this same contractor,
in October 1976 for the cleaning of the

P



-

ST

Lommittee's Coriclusicns
One Hundred ard . Fiftieth Report
' 3114 Nuvomb-:'19745’

i

124, Ia relation. to the underpayments

and overpayments, the Committee notes, that
at the time of the inguiry a nst amount

of $13,917.39 was dus to the contractor
with other iteme still under investiga—
tion. The Comnittee wishes ta draw the

Department's. attention to the ressrvations

held by the Audit Observer (Mr Parker)
about the amount calculated for window
cleaning and the 1971 National Wags Case
and trusts that these items wete dis-
cussed with the Auditor-Gensral's 0ffice
before the calculations ware finalisad

X Ty Minute
{10 September 1576)

additional windous twiéi:ﬁer year,
using tha. new. .aguipir_rént‘. The first
cyoia‘of window clemning, under

this. contract, is at pressnt in course.

* It hae proved to be not feasible
to instal safety gear for window alean-
ing in the buildings in the Rubsell
Officee complex, eonsequently the
aurrént eontract makes no provision
for- the ext: 1 cleaning of wind
above the first floor.

Follcwing the hearing, the Dapart-
ment was advised by the Auditor-
General's Office that. the: proposed method
of financial adjustment was unsatis-
factory and that the entire'contract
naeded to ‘be recokstructed financially
from its inception. Investigation and
axamination of" the provisions of the
contract were than‘unﬂebtaken,
involving the Daﬁartmant;‘tha
contractor, and the sub-0ffices in
Defence. 6f the Auditor-General and
Deputy Crown Solicitor.

Agreement has not bsen reached vith

#+ .Original commernt provided to
the Committes (sée: Chapter 4
for the Committee's observations):
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125, The Committee notes that the
Department had served notice on the Con-
tractor that it wished to. terminate the
contract end that it was expected that it
would be replaced by a new contract which
would be for a spacific period and would
include & more praecise farmula for adding
nsw arsas to the contrect and a formula
The Committee also
notes that the Department intends to

for wags adjustmenta.

sstablish a cleaning contract "cell®
staffad by experienced personnel who would
have the sole responsibility for checking
on performance, investigating complaints
and parforming a liaison function betwsen
contractors and departmental managsment.
The' Committee wishes to be informed of the
progress made in these matters and trusts
that the remedial action already taken

or propased by the Department will pro-
vide satisfactory administrative control
of cleaning contracts in. future.

Tzgasury Minute.
(10 September 1976)

the contractor on the settlamant of
all outstanding claims and the con-
tractor has taken out a writ against
the Commonweslth in the ACT Supreme
Court claiming a total amount of
$148,735.86 plus $50 costs, As at
14 Jul 1976 the. case had not been
heard and the matter was in the
hands of the Desputy Crown Solisitor.

The contract under investigation
was terminated on 30 Juns 1974, and
the Department of Services and Property
(now Administrative Services) assumed
responsibility for the administration
of the new cleaning contract from
1 Jul 1974,
rasponsible for the provision of

That Department is now

funds and' supervision of the contractor.
The Department of Defence assists in
monitoring performance by undsrtaking

a daily check to ensure that adequate
cleaning standards are maintained and
any deficiencies reported to the
Department of Administrative

Services.
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POSTMASTER-GENERAL'S DEPARTMENT
Common- User Data Naetwork

20%.  The svidence shuusAﬁhat‘ae‘rar
‘back. as 1967 the Australian. Post Office
was ewars of the nesd to dovelop a system
such as 'the C,U.D.N. o mest the growing
demand for data transmission facilities,
including the praovision of facilities
that would: mest the future needs of
Australian Government A.D.P: systems.

202. Follouwing studies made by the Post.
Office in the period 1967-1969, epproval
was given in mid-1969 for tenders to be
called: for C.U.D.N. and the main contreact
was. awarded to the UNIVAC Division of
Sparry Rand Australia on 21 September 1970.

203. 1In the original contract the accept-
ence date for the first centre, Brisbane,
was 17 November 1971, but due to the
considarable slippage on the acceptance
dates specifisd in the contract, the
contract was amended on 26 April 1873 to
provide for new completion dates with. the
first centre (now Melbourns) to be
accepted by the end of May 1974 and the
others to follow within a few months..

At the time of the inquiry the Post Office
did ‘not expect the new dates to be mst.
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204. Although the C.U.D.N. project had

a high developmental content and therefore
technical problems. and consequent: delays
werg- likely to occur, the Committes feels
that ‘the delay, uwhich could approximate

3 years, is far greater than should have
The Committee beliaves that
the period of delay could have been
appreciably ghortened had the Post Dffice
made representations to the Sperry-Rand
Campany in New York for edditionsl
technical support as soon as. it became

occurred.

apparent. that insufficient resources
were being used by UNIVAC Australia.to
develop the C.U.D.N. system.

205, The Committes also coneidered
whether a further period of research by
the Post Office to allow a more definitive
detailing of the technical specifications
and operational requirements in the. pur-
chasing: schedule could possibly have
shortened the delays or reduced the coat
of the project. The Committes. is
inclined to the view that further research
would have had very little effect on the
delays or the cost as it seems Prom ths
evidence that most of the problams that
arose as the project. developed would not
have become evident during a furthsr
research period. The Committea is

alse mindful of the fact that it was
-necessary for the Post Office to know
»what facilitiss uere offering from tender-
ers befora the detailed system specificat-
ioi could be written into the contract,

Tressury Minute
(10 Septembar 1976)

The Ospartment aduised that, in
retrospect, it might be held that
direct repressntations to New York
should have been mede: garlier but at
that time it was considsred reascnable
to exsrt full pressura on the local
company which held: the contract.
Conditional acceptance of the Melbourne
system was not achieved until 16 Jan 1975,
even though. the New Ysrk office mads
svailable ths best qualified people in
ite organisation and in May 1973 negotiat-
ed a naw completion date of 31 Jan 1974,
supported by heavy liquidated demages.
As a result $645,000 in liquidated damages
was obtained from the company.
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206.. The Committee examined carefully
iheevidence presented by tha Post Office
relating to the awarding of ths contract
to UNIVAC Auastralia. and concluded that

a proper svaluation of the tenders was
made and the decision to. award the con-
tract to UNIVAC seems to have been the
correct one based on. the informetion
available to the Post Office at that
time.

207, The Committee notes that the
existing C.U.D.N. tariff schadule has
been increased by 5 per cent to reflect
some of the higher costs encountered
since 1970 and thet this doaes not affect
the special pricing agresments with the

initial cuetomers for the first five years.

The' agreed charges for the initial custom-
ers were apparently related to the
estimated cost of developing single user
systems for the customers and not to the
sstimated capital and operating costs of
C.U.D.Ns which, at that stage, were
difficult to assess.

208. Although the Committee understands
why it was y to harg
this way initially, the Committee feels
that the. Post Office should have. left
room for later negotiation on the charges
when it bscams possible to estimate
accurately the capital and operating

The Committee

coets of the system.

Treasury Minute
(10 Ssptember 1976) -

The Department endeavoured to
obtain better provisions. regarding the
pericd and charges, but those obtainad’
ware the best possible having regard
to the réquitamant to attract customers
to ‘'the Common User facility in prefer—
ence. to thé customsrs establishing, their
own ayst;ms.
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also feels that 5 ysars was too long a
period to have agreed cherges for such
a system. without having some provision
for.reviaw over that period other than
variations related to additional
terminals and volume of traffic,

209.. The Committee notes that ths 16
year study carried out by the Post
‘Office indicates that the delay in
implementing €.Y.D.N.. may have adversely
affected Post Office profits to the
extent of about $12 miliion and that
intensive studies are being pursued in
& number of areas in order to achieve

a bettar financial result. It is, of
course, of considerable concern ta the
Committes that the delay could result
in the foregoing of $12 million profit
to the Post Office and the Committes
hopes that the studies being pursusd by
the Post Gffice will achisve a better
financial result.

210. The Committes also rotes the state
ment by the Post Office that in the

svent of the system not mesting the full
contractual specification but neverthelesa
being acceptable as a working systém, a
raduction in price would be negotiated
with the contractor and in the evant

of the system being sufficiently outside

Jressury Minute.
(10: September 1976}

The studies on a new tariff schedule

to achieve a better financial result
are continuing,

2



.23 -

Committea's Conclusions
gne_Hundred and Fiftieth Report
(14 November 1974)

specification 50 as not to be accepteble
as. a working system, the Post Dffice has
indicated to the contractor that it
proposes to determine the contract and
claim against the contractor for losses
suffered by the Post Dffice.

211, The. Committee wishes to be informed,
in due course, whether the system did
finally mest the full contractual
specification and, if not, what has besn
the result of the negotiations with the
contractor,

Treasury Minute
(10 September 1976)

The network as originally planned

‘became fully operational in September

1975.  The mein contract placed with
UNIVAC provided for securities totalling
$650,000 for due performence and, in
accordance with the contract conditions,
$550,000 of this total has besn returned,
the remaining $100,000 being retained
until all handbooke and spare parte

have been received and accepted. The
original contract elso provided for
liquidated damages to a maximum of
$370,000.
under the renegotiated contract to
$675,000. As a result of UNIVAC
contract performance, this smount

This was later increased

hae bsen raceived from. the Company.
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Tréssury ®irute’
(10 Septamber 1976).

DEPARTMENT OF SUPBLY

(Now. the Department of Manufacturing Industry)

Payment: in Advance for Supplies

230, The Committes is satisfied from
the svidence presented that the Nau
South Walss District.Contract Board

had not approved the advance payment

to the contractor in ordsr ti avoid the
lapsing of an appropriation and con- v
siders that the. Board acted quite
properly in ite consideration of the
raquast by the. contractor..

.231. Regarding. the actual payment to
the contractor, tha Committee agreas
with the departmental witness at the
inquiry that the accounting officers
acted improperly in the certification
of the accnur;ts and. the: retention of"
the. cheques' on behalf of the contractor
pending receipt of the bank guarantes.
The- Committee notee and approves. of thae
steps taken by the Department to bring:
the circumstancas: of the paymant to the.
attention of the officers concerned

and to officers in other Branches..

232, The Committee considaers that there.
{s merit in the suggestion by the Audit
Obssrver, Mr Scott, that. the Contract

‘The. Depertmant sgraed with the
Committes's visw and advised that
the Contract Boards had adopted the

"
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Board shm:v]_.d record very briefly its suggestion. Howsver, with effect
reasons for giving approval in those from 1 Jul 1975, the Contract Boards
cases where it ie to cover a variation ceased to exist and all functions

not provided for or authorised by the performed by the Boards wers transferred:
contract itself and when it authorises to the Office of the P'uz;chaaing

a payment to bs.made very closs to the Commission.

end of the financial ysar.

DEPARTMENT OF WORKS
(Now the Dapartment of Housing and Construction)

Australian Capitsl Territory = Peyment in Advence for Supplies

254, The Committee appreciates the
problems which beset the Department in
‘relation to the mechanical contract -
particularly that the contractor initialiy
selected did not continus with hie con-
tract, that there were tuo separate
causes of delay over which the Depart-
ment had no control, and that the con-
tractor exerted some pressure on ths
Department for payment of tha $180,000
in question. The Committee is aleo
mindful that the bank undertaking pro~
tected the Commonwealth's interest, and
that the payment in question was only

a fraction of the $56 million which the
Regional Office expendsd in 1872-73.
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' (14 Novamber 1974).
255, Tha cOmmittaa is not ‘satisfivd,. ‘Thi~Dlpitti¢nt‘ﬁin‘notid:thi
-howsvar, that there was a need to vaty Committen's comments..  While the

* the. térms. of the cnntnact, or that the 'itUltiun ralating to the payment is >
oral agreemant reéached betweésn the. Unlikoly to decur agein, thé Regional
Departmant and %ha contractor constituted .0ffice will, in the svent of a
-8 proper varietion: The Committes notes ; » seek sppioval o vary the »
the Auditor-fieneral's statement that conditions of contract to mast. the
no. evidénce hed been produced: to his particular citcumstances.

Office of approval of competent authority
" for any amendment to the contract.. In. -
all the circumstances the Committes
believes that. the Department should not.
haveé made a paymant to the conttactor,
&t least to the axtent of $100,000,
before the ‘equipment was. delivered on »
aite, and that ths Department. should not.
have taken action without. prier recaipt
of a written claim from the contractor.
The Committes was alsc not satisfied
that the dquipment had been: adequately
ingspected.  The gquestion as to whether
the payment in contention was considerad
to be an advance payment or a progress
payment mads ﬁrsmaturaly is not con-
sidered: significant baceuse ths Depart~
.ment did not comply with the terms:
epacified in the contract for making
either progress or advance payments.

»
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256, The Committee draws attention to The Treasury Observer's query was
the Treasury Obssrver's query as to in the form of a rhetorical question -
whether the. Department hes made the a prslu&s to an exploration of the
payment with a purpose to avoid a philosophy behind Treasury Direction
lapsed appropriation {of the amount 18/7D, and in particular of the cost
in question) at. the end of the financial to the. Commonwealth of laying out
year.. Treasury Direction 15/70 is again money beforae 1; is really necessary
sat out, as follows: to do so.

"Payment shall not be made in
advance of satisfactory parform-
ance unless it is provided for
in the contract. Contfacts
ghall not provids for advance

or progress payments merely to
avoid the lapsing of an appropri-
ation."

257, The Committes commends the Depart-
ment for ite: efforts to expedite the
differant facets of the project at
H.M.A.S. Harman in its latter stages.

Northern Territory - Accelgrated Expenditurs

298. The evidence presented to the
Committee discloses that the financial
procedures of the Department's Regional
Office in Darwin in 1972-73 were unsatis-
Pactory in several respects, That the
Department's Head 0ffice had suspacted.
the sama is clear from ite eatablishment
of a Dapartmental committee of inquiry,
an initiative which this Committse
commends highly. The Committes also
commends. the conmittes of inquiry far
its prompt action and comprehensive
raport.
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299, The evidence does not discloas
-eriminal melpractice but does indicate
. dmprudsnce within. the Darwin 0fficae,

as possibilities existed for fraud
under the Dffice's financial procedures
which could and should have besn
minimized.

300. It appears clear that sections
34(3.) and (S..) of the Audit Act and
Treasury Regulation 45(1.)(c) were
breached, and there must be' suspicion
that Treasury Direction 1B/WA was not
followed.

301. 1t was admitted freely that
offorts had been made to incraase the.
rate of expenditure in June 1973 to
achieve the Region's target, and
pressures were exerted on contractors.
The Dffice prepared a number aof payments
in June before it had established
contractors! entitlements under con-
ditions of contract, and in e number of
instances more than one payment was

made in respect of the. same project.

The. expenditure in Juns was approximately
$9.9million, which comparsed with the
monthly average of approximately

$6.3 million.  In these circumetances,
and in view of the inability of the

Jreasury Minute
(10 Septembar 1376)

The Department has advised that
as. & consequence of this enquiry a
number of corraective msasures were
introduced in the Northern Territory
Region: to ensure compliance with the
Audit Act, Treasury Regulatians and
Directions, and departmental procedurss.

To obviate the possibility of any
recurrence of accelerated payments,
the Department has advised that the
following action has baen taken in
the Northern Territory Region:

1) all regionel staff concsrned
hava been instructed that progress
payments are fot to be processed
at any stage in anticipation of
satistactory performance or
bafore cont

1 requi
ralating to payments to nominated
sub-contractora have been
finalised..

™

"

”

<>
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Departmental committes of inquiry to
accept that all payments had been
properly assessed when vouchers. uere
certifisd, this Committee feels bound
to conclude that the rate of payments:
had besi delibsrately accelerated in
June 1973, counter to Treasury Direction
18/7A and the spirit of frsasury
€ircular 1971/10. A apecial dis-
appointment must be -expressed that ths
Departmantal committes of inquiry was
unable. to accept unreservedly some of
the statements made to it by certain
staff of the Office.

2)

3

4)

Treasury Minute
{10 September 1576)

Project officers have been
advised that for each. contract
payment they must issue &n
authority certifying that work
‘covered by the payment hes. baen
satisfactorily completed.

Project Clerke have. been directed
that, in signing: forms W.74 as
"officer incurring expenss",

they must confirm, among othexr
things, that the Project 0fficer

-has authorised the payment

(as in {2) above) end that the
requirements in respect of nom-
inated sub-contractors have been
pnmplatedé

Project Dfficers, Projsct Clerks
and Works Supervisors have been.
given specific directions and
training as to. their statutory
responsibilities including the
observance of the Treasury
Regulations and Directions. 1In
addition, all Project Clerks, as
vgfficers Incurring Expense",
have been. issued with a copy of
ths. relavant sections of the
Treasury Regulations and
Diractions.
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ments were actually made in advance of

The Committea notes that no pay-

performance, but is nevertheless critice
of the practice. whersby expenditure was
recorded in advance of' performance or

of pruﬁan certification. The consequen
ial proéedurss under uhich. cheques were
nacessarily withheld were open to abuse,
and. the Committes queries whether any
'very exceptional circumstances' (as
referred to in Treasury Direction. 27/2)
oxisted to warrant the procedures as a
norm.
the opinion that the nffica could have
been over-cautious in its retention of
cheques, and is not satisfisd that any
of the special problems encountered in
the Region justified the unusual pro-

cedures.

303. The Committee is most concerned
that procedures followed within the
0ffice to chack on funds availabillty
The
situation in which 2 cheques were about

beforse payment were inadequate.

to be typed out at the Sub-Trsasury when
there were insufficient funds in the

appropriations to cover them, should not
have arisens and would not, had entries

bean made. in the Office’s Appropriation

-3 -

1

£

Thé Committee cannot concur with,

Jreasury Minute
(10. September 1976)

In addition to the measures tatken
to improve the Department!s financial
procedures, as outlined in evidence
before the Committes, the collection
of cheques from the Treasury Office is
nou restricted to those classified by
the Authorising Officer as involving
very exceptional circumstances',

Contractors who raguast that a cheque
be held. instead. of posted in the normal
manner are required, as a. general rule,
to collect the cheque from the Treasury
0ffice, Darwin.
marking the voucher forwarded to the
Treasury Dffice "Hold"™ and issuing the
payea with an authority form to collect

This ie arranged by

the cheque at. the Traasury Office. In
the unlikely event that it is impractic-
able for the contractor to collect the
cheque,. arrangaments eres made for a
departmental officer to do so using an
authority form and an ecquittance is
obteined from the contractor.

All vouchers are now posted to the
Appropriation Ledger before being
forwarded to the Treasury 0ffice to
ensure that the availability of funds
The
importance of the strict observancs of

is checksd before payment.

statutory requirements has been
emphasiasd to all officers concernsd
with the examination and certification
of accounts.
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Ledger prior to submittal of the
vouchsgre: to the Sub-Treasury. The
Committss draws attention also to the
comments of the Treasury Observar,

Mr Maunder, in relation. to the prep-
aration of payments for the Darwin
furniture store, for curtains for
Katherine Hospital, and for the individ-
ual employed to operate the water supply
at Larrimeh.

304, It became clear during the public
hearing that the Department and the
Treasury held visus and took attitudes.
uhich in some sense conflicted. This
was perticularly so with respect to

the interpretation of Treamsury Circular
1971/10.  The Committee notes that. the
Department proposed to discuss with the
Treasury the apparent conflict between
its Gensral Conditions of Contract and
Traasury Circular 1971/10 with a view
to modification of the Circulasr. Ths
Committee hopee that its inquiry has
helped. to. resolve any misunderstandings.

305, The Committes notes with approval
the various improvements stated to. heve
been: made to the Office's financial
proceduras.

Jrassury Minute
(10 September 1976

The Departmant and the Treasury
have exchanged views on the interpret-
ation of Treasury Circular 1971/10 and
the. matter has besen resolved. without
the necessity for modification of ths
Circular.
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Jreasury Minute
(10 September 1976)

The Treasury has examined the
Report and has discussed with the
departments. concernsd the observations
and conclusions of the Committse which
have whers nacessary been brought to
the notice of the relsvant officers.
Amendments to the. Administrative
Arrangements subsequent to the. Report
have resulted in changes to the names
of some departments and the transfer
of some functions. from one dspartment
to another. The names of departments
in this Minute conform with the names
in the. Committee's Repcrt.

DEPARTMENT OF THE TREASURY

39, 1t was stated in evidence to the
Committes that improper circulation of
Treasury Circulars relating to the prompt
payment of accounts in a number of
departmenta had lessened the effective-
The Committes.
suggests that when. such Circulars are

ness of the Circulsrs.

issuad in future, copies should bas
forwarded to an appropriste senior

The Secratary to the Treasury wrote
to the. Permanent Head of each, department
on 10 Dec 1973 requesting that particular
officers in relevant areas of the depart-
ment be nominated to examine sach
Treasury Circular to ensure that all
eppropriate officers are suitably
advised. In addition, in rasponse tao
the Committee's suggestion, the Treasury
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officer in each department to ansure
that positive action is taken with regard
to the prompt payment of accounts. and
that a proper distribution of the
Circulars is made.

40. The Committee also suggests that
there may be merit in including in a
Treasury Circular relating to the payment
of accounts the general steps in the
payment of traders! accounts which
formed part of the Treasury submission.
1t seams to the Committes that this
could provide a ready means of reference
for officers engaged in duties connected
with the payment of accounts, particularly
for inexperienced staff.

41. The Committes was disturbed to
learn that ons of the recurrent reasons
for delays in the payment of accounts was
shortage of funde, which usually occurracd
towards the end of the Supply period or
the close of the financial year. The
Committee belisves that ths Department

of the Treasury should publicise by
Circular the fact that the payment of
accounta should not be delayed bacause of
a lack of funds and encourage depsriments
to apply for funde from the Advance to the
Treasurer for this purpose.

JTreasury Minuts
(10 September. 1976)

has arranged for a. copy of any future
Treasury Circular dealing with the prompt
payment of accounts to be foruarded to
the appropriate senior ‘officer in each
department, in addition to the hormal
digtribution.
on 2 Jun 1976, wrote to all Ministers
seeking their assistance in ensuring the

Furthermore, the Trsasurer,

prompt payment of accounts.

Treasury Circular 1976/15 includes
‘raference to the general steps in the
payment of traders accounts: ses more

detailed comment against paragraph 43,

The general subject of prompt payment
of accounts is covered by Treasury Direction
1B/78,,which has been supplemented from
time to time by Treasury Circulara. The
policy of the Treasury is that accounts
should be paid promptly but departments
are required to control their commitments
to ensure that funds to mset the accounts
will be available uhen the accounts fall
due for payment. Uhere problems do- arise,
recourse to the Advance to the Treasurer
is encouraged where delays in payment would
otherwise occur, subject of course, to the
availability of funds in ths Advancae.
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42, With regard to the view expressed
to the Committee that departmente were
reluctant to use the Advance to the.
Treasurer because this would involve
explaining to the Committes the reasons
for requiring such funds, the Committes
wishes to point out that in all but a
feu cases sach year, the sxplanations
provided by departments are readily
accapted by the Committsa.

43.  The tommittee was informed that
there is no requirement in the Treasury
Regulations or Treasury Directions for
departments to carry out regular revieus
of outstending creditor's accounts and
the Committes has noted the reservations
of the Treasury witpess with regard to
the staff resources necessary to carry out
a detailed monthly reviev and the value

that may be obtained from it. Neverthelass,

the Committee considers that a regular
review of unpaid accounts should bs made
by departments and it sppears to the
Committee that such a review could be
carried out without excessive use of
staff by the
departmental Registers of Accounts which

use of

should readily disclose accounts which
have besn unpaid for any length of time
and allow action to bs taken to effect
sottlement.

Treasury Minute
(10 September 1976)

The Treasury agrees that there:
should be no reluctance on the part
of departments to seek funds from the
Advance to the. Treasurer for this
r8850N.

Treasury Circular 1976/15 dated
8 Jun. 1976 wae issused to draw the
attention of departments to this Report
and, in particular, to the Committee's
criticism of unreasonable delays in the
payment of traders' accounts. Tha
regular roview of unpaid accounts, as
recommended hers, and the implications
for suppliers of delays ip payment
(paragraph 212) were emphasised in ths
Circular. The Committee's comments on
the proper circulation of Tressury Cir-
culars. (paragraph 39), the gensral steps
in the payment of traders! accounts
(paragraph 40), delays in payment due
to shortage of funds (paragraphe 41, 42),
racoveries betwsen departments (paragraph
210), increases in working capital for
Trust Aeccounts {paragraph 211) and the
d and ir d

supervision-over relevant staff

review of
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Bne Hundred and Fifty-first Report
(21 November 1974)

44, Tpe Committee recognises that some
delays in tha payment of accounts ave
unavoideble but it is clear from the
evidence that the delays in respect of
the accounts for photocopying services
were. excesaive and that the reasons given
by- departments for such lengthy delays
were unsatisfactory. As these accounts
ere. fairly straight-forwerd types of
accounts with charges based on a contract
price and a meter-reading, the Committes
considers. that the situation disclosed

in relation to these accounts is deplor-
able and reflects seriously on the
financial administratlion of the departments
concerned.

45, The Committee is also 1ncliﬁnd to
agres with the Treasury visw that dalaye
in the paymant of accounts to Australian
Government creditors may be more wide-
spread than the forty-four miscellensous
reprasentations received by the Treasury
in a period of just over two years,

Irsasury Minute
(10 September 1976)

(paragraph 214) were all brought to the
attention of officers concerned with
the processing analpaymant of accounts,
In addition, the Circular dirscted
attention to the Treasursr's letter to
Ministers dated 2 Jun 1976 on the same
subject.

The Treasury ascepts and fully
endorsss the Committee's commenta.

Rathar than issue @ general Cir-
cular to all departments, the Treasury
writes directly to the relevant depart-
ment when complaints of delays in ths
payment of accounts are received,
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Committee's Concluaions
One. Hundrad end Fifty-first Report

{2i November 1974)

would indicate. The Committes suggests,
therefore, that if action hes not al-
ready been taken, the Treasury should
issue a Circular draving attention

to the delays in the payment. of the
Rank-Xerox accounts and point out the
need for departments to review their
procedures faor pracessing accounts for
payment so as to avoid unnecessary
delays.

46, It is also suggested that the
Treasury should examing the desir-
ability of having the provision in
Treasury Direction 6/228, which allous
amounts under query to be deducted. from
transport accounts before payment,
extendad to cover all types aof accounts.

Treasury Minuts
(10" September 1976)

An appropriate amendment has.
been made to Traesury Direction 18/78
which now readss-

"hen a supplier lodges a claim it
shell be dealt with expeditiously
80 that the Government’s financial
obligation is discharged within

a reasonable time., If part of
an account ls in dispute but a
substantial amount is in order
for payment, ths amount undsr
qusry shell be deducted from the:
account and the balance. paid,

The supplier shall be advised of
the reason for deduction,"

DEPARTMENT DF THE CAPITAL TERRITORY
<

72,  The Committaee has no serious
criticisme to make of the Department’s
treatment of outstanding accounts,
except that it considers a more
vigorous pursuing of uutit-nding claims
to bp desirsble.

-
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Jraasury Minute
(10 September 1576)

DEPARTMENT OF THE MEDIR

111, The Committee was informed that
delays in the settlement of printing
accounts often occur bscause depart-
mente. do not follow up requests for
urgent printing with a formal order.
The Committee considsre that printing
should not procesd until departments
supply the Printing Branch with an
officlal ordsr number. The Committes
also suggesta that a follow-up pro-
cedure should be: instituted in the
Printing Branch to ansure that a
formal order is finally received.

112. The evidence shows that dslays

in the payment of accounts cen occur
when the actual costs for printing
exceed by an appreciable amount the
funds provided by departmants for
particular joba. The Committes notes
that the Australian Governmant Publieh-
ing Service has so far bean unable to
recruit suitable quslified staff to
provide departments with firm estimates
of prices for printing jobs. Nevere

The Department issued a circular
an 3 Feb 1975 advising that all future
printing requests must be accompanied
by an official order, and that only
in exceptional circumstances will
verbal advice of an official order
number be accepted for the printing
work to commence. If the official
order is not received within seven
days the printing work is suspended
if practicable, and the department
notified that the work will not
racommence until the official order
is received. If the work has bsen
completed or cannot be delayed, an
urgent reminder is sent to the depert~
ment. raquesting the immediate sub-
misedion of the official order.

The Department agrees that firm
estimates for all printing work are
most desireble and expects that such
estimates will be more widely avail-
abla as etaff{ becomes more experienced.
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Committes's_Conolusions Minute

Jreasury Minute.
One Hundred and Fifty-first Report (10" September 1976)
. 21 Novembar 1974)

theless, tha Committes belisves that

the provision of such an estimating Al
servica to departments is a worthuhile

eim and should be pursued in thé

future. ) ’

113, The Committes has noted that the
Auditor-General's Report for 1973-74
refers to an Audit examination of the
sundry debtors ledgers of the Australian
Government Publishing Service which
revealed a number of unsatisfactory

" aspacts ralating to the control, iseus
and. processing of invoices and dsbt -

recovery procedures. The Department

agreed that. recovaery action taken

against sundry debtors during 1973-74

had not. been as effective as ip previous

years, which was apparently due to the

larga‘vbluma of work, inadequate

accounting machine capacity and staffing

problems. It was also reported that

hpanted " 4
a in D p ing

during the year seriously affected the

sundry debtors situation. causing sub-

stantisl delays in the issue of accounts,

114, The Committeo considers the ”
situation disclosed by the Audit exam-
ination to be most unsatisfactory and

is concernad that the sundry debtors
position at the Printing Branch seems to
have further detsricrated since ghn
Committes's inguiry.

[
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Committee's Concluaions
One Hundred and Fifty-first Report
(2% Novenber 1974)

115, In its Eighty-fourth Report the
Committee expressed the view that any
department which charges other depart-
ments for services rendered has a clear
responeibility to ensure that it submite
accounts for payment to debtor departe
ments as soon as possible after the
provislon of the service concerned,

The Committee still holds this view and
would expect the Department to take.
urgent action to overcome the problsms
causing tha subastantial delays in the
igsue of accounts by the Australian
Government Publishing Service and to
strengthen racovery procedures. and the
efficacy of recovery action.

116. Conversely, the Committee
believes that departments who receive

a service from another department for
which a charge is made. also have a clear
raspongibility to pay the account for
that service as soon as poasible after
The evidence
shous that a number of accounts

it hes been rsceived.

rendered by the Printing Branch have
besn outstanding for long periods, in
many instances for ysars,
exprosses its dissatisfaction with this
situation, particularly aes the position
regarding the sundry debtors of the
printing Branch appears to havs worsened
since the Committes's inquiry. The

The Committes

Traasury Minuts
(10 September 1976)

A Visible Record Computer account-
ing machine was installed in March 1975
to produce information at regular inter—
vals ta enable affsctive follow-up of
invoices not paid within a reasocnable
period. Because of ths constantly
expanding workload an 'Audit Entry!
machine was purchased to complement
the VRC machine and to provide
additiocnal input and printing capecity
required in the sccounts area., In
addition, procedurss have besn imple-~
mented to ensure a further speed up
in debt recording and the issue of
bills.
apparent.

Some improvement is already

Treasury Circular 1375/23 wes
issued on 10 Sep 1975 drawing attention
to the need for the prompt settlement
of interdepartmental transactions,
including printing work dons by ths
Government Printer.



- 40 -

Committee'!s Conclusions Tressury Minute

One- Hundred and’ Fifty-firat Report. (10. September 1976)
(27 Navember 1974) .

Committes éuggaatp~that‘the Treasury
ahuuld'again.ccnaidar‘#ssuing a'CQrculgn
Memorandum. to- the dilatory departments'
uho are not settling their accounts

with the Australien ‘Government: Publishe
ing Service promptly.

117. The Committee appraciates the
points made by the Treasury 'Observer
in relation to the two age analyses

of sundry debtors but the Committee is
of the opinion that no meeningful com-—
parison. can ‘be made unlees similar
factors. are. discounted for both age
analyses

DEPARTMENT OF THE NORTHERN' TERRITORY

138. The Committee notes that as a
result of the Committes's interest in
the question of delays in the paymart
of accounts the Department took stbps

to reduce the number of outstanding
accounta.  While the Committee is
pleased that the situation has improved,
it considers that the action taken by
the Department should have been téken
earlier in the normal courss of
departmental financial managemept. and
not.‘have dependad -upon the Committes's
intsrest in this. matter.. o

"
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Committes's Conclusicns
. One Hundred and Fifty-firat Report
(27 November 1974)

139.. The Committes hopes that follow-up
action on outstanding accounts will

continue to be a permanent. feature of
the Department's control procedures
and: that the position will not be
allowed to deteriorate.

Traeasury Minute
(10 Septembar 1976)

The Department has advised that,
foilowing the Committes's comments,
care has been taken to ensure that
the prascribed procedures ars being
followsd to achieve effective control
over outstanding accounts. In
addition to the normal revisws, more
intensive. follow-up. action is being
taken on outstanding eccounts,

PBSTMASTER-GENERAL*S DEPARTMENT

168. 1t appears from the esvidence that
although. the procedures for following
up unpaid accounts which operate in the
Post Office ere satisfactory, a high
rate of staff turnover in the accounts.
follow-up area has made it difficult
for the Post 0ffice to maintain pressure
on Government Departments to pay their
accounts promptly. The Committee has
noted that at the time of the inquiry
the Post 0fPice was examining. the
possibility of expanding the career
structure in this area with a view ta
retaining experisnced staff for longer
" periods.

Prior to theae functions being taken
over by the Australian Telecommunications
Commission the Department provided advice
that the Public Service Board had
approved an organisational structure
for the telephone accounts credit control
function which had been implemented in
each State. This created more career
opportunities for staff and hslped to
stem the flow of sxperienced officers
at the Class 2/3 level to other arsas..
with staff being able to devote more
time to the credit control task, more
detailed examination of accounts which
ceme' undexr notice for credit control
purposas and a closer follow~up of
outstanding accounts was achieved.
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Dne_Hundred and Fifty~-first Report
(21 Novambar 1974).

169, Tha Committée andorses the view.
expressed by the Observer from the
Auditor-General's 0ffice (Mr Ragless)
that Treasury Direction 23/6, which
deals with the payment of telephone and
wireless traffic accounts, could ke
expanded along similar lines to- Tremeury
Direction 6/220, The Committes suggesta
that the Treasury should sxamine this
matter in conjunction with the earlier
suggestion made regarding éxpanding
Treasury Direction 6/228 to include all
types of accounts.

DEPARTM!

Irassury Minute
(10 September 1976)

The proposal has bljn overtaken by
the satting up of the Postal and Tele—
communications Commissions which, in
Treasury's view, should be treated in
tho same way as any other supplier aof
goods or services to whom the amsnded
Treasury Direction 18/78 would apply.
Consideration is therefore being given
to the repsal of Treasury Dirsction. 23/6.
The substance. of the Committes's final
auggestion has been followed by the.
amendment to Trassury Direction 18/78 -
see comment at paragraph 46,

F_SUPPLY

(Now the Departmant of Hnnufacturing Industry)

Jransport Trust Account

205. At the time of the inquiry it appesar-
ed to the Committes that the position with
regard to outstanding accounts for the
Department's transport services was
improving and it was hopad that the
improvement would continué. Hovever,
the Committee hes noted from the Auditor-
General'e Report for 1973-74 that the-
position has. deteriorated and that at

30 June. 1974 claims amounting. to $319,615
had beén unpaid for periods in excess of
eight weeka.

4

”

L]
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Comnittee's Conclusions

One_Hundred and Fifty-firet Report
(21 November 1974)

206, Apparently the: Department has
renderad claims promptly end haa taken
appropriste follou-up action, presumably
in accordance with the procedures set
out in the departmental accounting manual
for the control of debtors, but the
amount of claims unpaid has continued

to riee.

207. The Committes considers the
position to be most unsatisfactory and
has noted that the Auditor-General's
Office has referred the matter to the
Treasury for comment and advice of any
action proposed.

Jreasury Minuts
(1D September 1976)

The positiocn deteriorated further
during 1974-75 and Treasury issued
Circular 1975/1 on 9 Jan 1975 requesting
the co-operation of departments in
ensuring that the provisions of Treasury
Direction 6/22A were followed. A
further Circular 1975/23 was issusd on
10 Sep 1975 drawing attention to the
need for the prompt sattlement of
interdepartmental transactions.

The Department also sent a circular
memorandum to all client departmsnts on
6 Jun 1975, drawing attention to Treasury
circular 1975/1 and stating, inter alia:-~

"it is requeated that you bring
to the notice of appropriate
officers of your Dspartment the
importance of processing claims
for transport services promptly,
and taking all action possible to
reduce. the time taken to pay such
claims",

On 25 Mar 1976 the Secrstary of the
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Committes's Conclusions

One Hundred and Fifty-firat Report
(21 Novamber 1974)

208. The Committes suggests that when
examining possible solutions to ths
problem the Treasury might consider the
point raised by the Depactment during

the inquiry that Treasury Direction 5/22A
was not being used properly by all depart~
ments because it was balievad that the
provieion in the Direction ragarding the
deduction of amounts under query from
accounte and to pay the balance, is
inoparable because of the provisians of

_ Jreasury Minute
(10 September 1976)

Dapartment of Administrative Services
wrote to Permanent Heads saskiﬁg their
assistance in emphasising to the
responsible officers. the importance of
the prompt payment: of claims for tranaport
services in view of the effect of delays
on liquidity of the Transpoft Trust

0n 9 April the Secretary to
the Treasury, in support of that letter,
wrote to Permanent Heads strassing the
undssirability of having to supply
additional funds from the Budget for
working cspital for tha Trust Account.
The Secretary's letter also sought

Account.

co-operation in ensuring the prompt
payment of treders accounte generally
and directed attention to the provisions
of Tressury Direction 18/78, which
requires that suppliers' claims be
processad. expeditiously.

Treasury Circuler 1975/4 advised
departments that the provisions of
Section 34(3) of the Audit Act do not
preclude them from deducting the amounte
under query in the accounts concerned
and -paying the balance immediately as
provided under Treasury Direction 6/22A.

'y
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Committes's Conclusions
One_Hundred and Fifty-first Report
(27 November 1974)

saction 34.~(3.) of the Audit Act. It
was -also stated during the inquiry that
claims covered by tha provisions of
Treasury Direction 6/22A~wera not

being treated as urgent by some
departments.

Ireasury Minute
(10 Saptembar 1976)

GENERAL_CONCLUSIONS

209. In order to emphasise the serious-

ness with which the Committes visws
the unsatisfactory position relating
to delays in the paymant of accounte
disclosed during this inquiry end by
the most recent obsarvations made by
the Auditor-General, the Committes
proposes to make some general. observ-
ations which it hopes will rssult in
departments taking positive steps to
improve the situation.

The Treasurer has also been con-
carned about the unsatisfactory position
in relation to: the payment of accounts,
and the impression given to private
suppliers and contractors who have
difficulty in obtaining prompt
settlement. He urote to all
Ministers on 2 Jun 1976 (ses para-
graph 39) sesking their asssistance
in requesting their Permanent Heads
to teke appropriate steps to. ensure
that. there is no room for complaint
about delays in the payment of
accounts for services rendered to
the Government.
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Committee's Conclusfons ’

0ie_Hundredand Fifty=first Report .
’ " (21 November 1974)

210, It seems to the Committes that in

. Jressury Minute
-.(10; September 1975)

Treasury- Circulas 1976/15. draws:

the present situation charging departments
are. required to allacate a disproportion-
ate amoypt of their staff reacurces to

. Pollowing: up' unpaid. accounts which, 1f
paying departments. ware to. meast their
financial obligations on time, could be-
greatly rgduced.

217, The Committae endorsés the . visw
expressed by the Treasury during the
ipquiry that where. cherging departmente
operate through a Trust Account, it is
not considered appropriate to incresss:
the working cepital advances. to. those
Trust .Accounts just because paying
departments are slow in discharging
their financial obligations.

212. The Committes considers therefors
that a more responsibls -attituds should:
be adopted by departments towards their
creditors both departmental and private.
It esems clear from the evideance given
in relation to the photocopying accounts.
that gome departments wers not sven:
guare at the supervisory level that
these accounts: had been. outstanding for
such a Aong peridd. Tha Committse
believes that it would be appropriate
at this point to remind: departments

tion to the Committee's commants.
on the- recovery of amounts owing.
betwean departments..

n

"
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One Hundrad and Fifty-first Report
(21 Novamber 1974)

that delays in paying accounts received
from private creditors could. causs liquid-
ity problems, particulerly far those who
are self-smployed or small businssses

thet are largely dependent upon Austral-
ian Government contracts.

213, While the Committee appreciates
thet there is no quick and easy solutiaon
to the problem of preventing undue
delays in the payment of accounts, the
Committee believes that an immediate
improvement in the situation would
result if departments were to meintain
a continuous oversight over their
Register of Accounts, which if usad
properly, should disclose accounts
which had been énpaid for any length.
of time.

214, The Committee would urge depart—
ments to make an effort to reduce the
delays in the payment of accounts by
reviewing their procedurss and increas-
ing the degres of supervision exercisad
in this area and to co-opsrate with the
Treasury in any endeavour to have
accounts paild promptly. The Committes
intends to maintain a close watch on
the position and-to conduct further
inquiries into this matter, if requirad.

Treasury Minute
(10 September 1976)

The Committee's comments on the
noed for departments to review their
procedures for the payment of accounts
and to lncreasse the degres of super-
vision over ralevant staff were
brought: to the notice of departments
in Treasury Circular 1976/15.
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CHAPTER 4

OBSERVATIONS OF THE COMMITTEE

The: Committee wishes to make the. following obsarvations
concerning the Treasury Minute on the Committes's Dne Hundred and
Fiftieth Report.

When examining the Traa§ury Minute the Committee was. not
satisfied with the comments provided by the Department of Dafence
in response to the Committees conclusions in paragraphs. 84 and 85
of the Report relating to the purchass of trailer-mounted refrigera-
tors and paragraph 123 which dealt with a cleaning contract.

. Regarding paragreph B4, the comment provided did not
satisfactorily answer the Committes's observation that too much
emphasis had been placed by the Department in its submission and in
avidence on tha urgent oparational requirement for VYistnam.

In relation to psregraph 85, the Committee bslisved that tha
original response from: the Department was unsatisfactory in that at. no
time during the. inquiry did the Department suggest. that the reason for
the delay in procuring the units was a lack of response from industry.

The comments originally provided in response to paragraph
123 were considered to. be inadequate because no reference was made to
the delays in finalising the guestion of the provision of safoty gear
for window cleaning in the Russell complex.

The reasons for the Committee's dissatisfaction. were discussed
with officers of the Department of the Treasury in accordance uwith the
agresd Treasury Minute: arrangemsnts. The Treasury subsequently sought
additional information from the Dapartment of Dafence and re-drafted
commente ware substituted for those previously provided for paragraphs
84, 85 and 123.. The original and substituted comments are shouwn
together oppogite the related conclusions of the Committea.
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The additional information provided: in. relation to
paragraph: 123 indicates that subsequent to June 1972, when the
-queation of safety in window cleaning operations was first raised
with. the contractor, the Department was in. frequsnt communication
uith the eppropriate authorities in an attempt to have the matter
resolved. The Committse believes that the Department should have
made. this clear at the public hearing. The Committee hes also
noted that a contract was let in Octobsr 1976. for the alaaning‘nf
uindous above ths first floor. In the Committeet!s view it had
teken an inordinately lang, time to resolve this matter.

The Committee is most concerned at the svents which
occurred and is currently giving. consideration to the guestion. of
uhether {t should ré~examine witnesses in those cases where it is
obvious from the comment provided in Treasury Minutes that incorrect
or insufficient inforxmation wes given to the Committee at an. inquiry.
The Committes is aleo concerned at what appears to be inordinate
delays in tha supply of information by way of Treasury Minutes end
trusts that these delays will not. occur again in the futurs.

For and on behalf of tha Committes,

« Davine
Secretary
Joint Committee of Public Accounts
Parliamant House:

Canberra

David M. Connolly,
Lhairman

21 April 1977
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