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DUTIES OF THE COMMITTEE

Section 8 of the Public Accounte Committee Aot 1961 reads

as follows:

8. The duties of the Committee are -

(a)

(b)

(e)

(d)

to ine the te of the ipti

diture of the C 1th and
each statement and report tranemitted
to the Houses of the Parliament by the
Auditor-General in pursuance of eub-
section (1) of section fifty-three of
the Audit Act 1901;

to report to both Houses of the Parliament,
with such comment ae it thinks fit, any
7,tema or matters in those accaunta,

tg, or any ¢
conneeted with. them, to which the Committee
18 of the opinion that the attention of
the Parliament should be directed;

to report to both Houses of the Parliament
any alteration which the Committee thinke
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 inquire into any question in gonnexion
with the public accounts whioh ia referved
to it by either House of the Parliament, and
to report to that House wpon that question,

and inolude such other duties as are aseigned to the Conmittee
by Joint Standing Orders approved by both Houses of the

Parliament,

(iv)
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CHAPTER 1

INTRODUCTION

1.1 In accordance with its duties stated in section 8 of the
Public Accounts Committee Act 1951, the Committee has conducted
a series of inquiries related specifically to matters raised by
the Auditor-General in his Report for the year ended 30 June
1978, tabled in the Parliament on 12 September 1978, and a
Supplementary Report for the year ended 30 June 1978, tabled on
23 Novembexr 1978,

1.2 The Twelfth Committee sought written submissions from 15
departments and 3 government authorities. The Committee also
requested explanations from a total of 3 government departments
and 13 statutory authorities, Government-owned companies and
other activities regarding delays in submitting statements for
audit examination. After a selection of submissions had been made,
the Committee heard evidence from 7 departments and 2 government
authorities.

1.3 fThe Committee was again concerned at the number of statutory
authorities, Government-owned companies and other activities
which failed to submit financial statements formally to the
Auditor-General's Office for audit examination; some 36
Government activities are referred to by the Auditoxr-General in
section 1 of his Supplementary Report and a further 18 were
referred to as having submitted financial statements which were
still under Audit examination.

1.4 The matter of late submission of financial statements has
aroused the Committee's concern over several years. As a result
the Committee has decided to table a separate report on this
subject. The Committee has held discussions with the Auditor-
General and officers of the Department of Finance following the
receipt of submissions.

1.5 1In his Report for 1978-79, the Auditor-General reported
further, at paragraph 2.14.1, on Offshore Petroleum Royalties,
and also, at paragraph 2.3.2, on Excise on Naturally Occurring
Petxoleum Liguids - Bass Strait Area. Although the Committee had
held an inquiry into Offshore Petroleum Royalties arising from
the Auditor-General's 1977-78 Report, it has decided to widen
this inquiry in the light of the Auditor-General's recent Report
and to table a separate report. on these matters.

1.6 The Committee has also been inquirxing into the affairs of
the Canberra Commercial Development Authority on which the
Auditor-General reported at paragraph 5.5 of his Supplementary
Report for 1977-78. This will be reported on separately to
Parliament.




1.7 The Committee held the following public hearings in
Parliament House, Canberra into the matters reported here:

bate Inquiry

6 March 1979
6 March 1979
20 March 1979
3 April 1979

Department of Defence
Department of Education
Department of Primary Industry
Department of Primary Industry
(continuation of inquiry
commenced on 20- March 1979)

1.8 The following witnesses were sworn or made an affirmation
and were examined by the Committee during the inquiry:

Department of Administrative Services

Mr N.A. Richardson - Chief Property Officer
(Pexrth)
Pepartment of Defence
Mr G.P.L. Anderson - Director of Accommodation
and Works -~ Navy
Mr K, Dillon - Acting Regional Secretary
(Perth)
Mr J.E. Hutton - Director of Naval Supply
Replenishment,
Navy Division
Mr W.T.A. Murphy - Acting Pirst Assistant

Secretary,
Financial Services and
Internal Audit Division

Department of Education

Mr W.C. Bowron - Director,
Operations and Finance,
Tertiary Student Assistance

Branch

Mr P.C. Maher -~ Acting Assistant Secretary,
Departmental Sexvices Branch

Mr J.J. Wilson - First Assistant Secretary,
Student Assistance Division
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Mr

Mr

1.9 - During the inquiry the Committee

F.Jd.

D.P.

A.A,

L.C.

J.D.

A.H,

R.L.

pepartment of Primary Industry

Barton

Cleary

Cooley

Elliott

Espie

Hayman

Hind

G. Mackey

following observers:

Mr
Mr

Mr
Mr
Mr
Mr
Mr
Mr
Mr
Mr
Mr

B. Beasley
D. Crombie

R.G.

Rose

F, Ward

A.M.

Finch

G. Ford
P, Lidbetter

F.J.
A.A.
R.W.
B.G.

Gibbons
Chapple
Crowle
McCallum

Inspector,
Internal Consultancy

Assistant Secretary,
Management Services Branch

Assistant Director of
Finance

Acting Assistant Secretary,
Management Services Branch

Administrative Officer,
Beef Industry Incentive
Payments Scheme

Asgistant Secretary,
Marketing Services Branch

Executive officgr,
Legislative Projects Unit

First Assistant Secretary

was assisted by the

Auditor-General's Office
Auditor-General's Office
Auditor~General's Office
Auditor-General's Office
Department of Finance
Department of Finance
Department of Finance
Department of the Treasury
Public Service Board
Public Service Board
Public Service Board



CHAPTER 2
DEPARTMENT OF DEFENCE

Lease Charges on RAN Pipelines at Fremantle

2.1 At paragraph 3.7.7 of his Report for 1977-78, the Auditor~
General stated:

Audit reviews of departmental revenue disclosed charges
for the use of the facilities had not. been raised or paid
regularly in recent years. Charges raised for the period
1965 to 1972 have not been paid in full by the company as
the appropriate charges are in dispute. Rental charges
for the use of one section of the system were last paid
in 1972 and for the other section in 1974. It is under-
stood the use of the facilities by the company has
continued since these years without payments,

Available information indicates resolution of the matter
has been prolonged due to the absence of a. legally
enforceable agreement covering the use of the facilities
and providing for an agreed basis of charging. As a
result a significant. under-collection of revenue has
occurred since 1965.

2.2 The Navy oil fuel installations at Fremantle were establish-
ed during the Second World War and the arrangement for the rental
of the RAN pipelines was made in 1941 originally between the Anglo-
Iranian 0il Company and the Navy. The arrangement now involves
BP Australia Ltd, The initial arrangement envisaged that texms

and conditions would be agreed by an exchange of letters! and
possible variations in the rental charges could be renegotiated
with twelve months' notice being given by either party. Changes,
apparently successfully, were made in 1954 and 1965,

2,3 In september 1969, BF Australia Ltd wrote to the then
Department of the Navy proposing retrospective adjustments to

the rental paid since 1964 on one section of the pipelines and
suggesting other rentals and charges to apply from the beginning
of 1970. It has been the delay in concluding an agreement arising
from these proposals which has led to the situation revealed by
the Auditor-General in his Report.

2.4 The Committee inguired about the consideration given by the
Departments of the Navy and Defence to the proposals. The
Department of Defence's search of the available information
"simply shows a movement of paper not reaching any finality".?

1. Hinutes of Evidence, p 4.

2. Minutes of Evidence, p 11,

3. Minutes of Evidence, p 19.
4

2,5 As the matter is one which involves under-collection of
$23 002 of Commonwealth revenues since 1965, the Committee was
interested in the action taken to resolve the matter. The Auditor-
General's Western Australia Office first observed in 1972 that
no rent had been received since 1964 from BP Augtralia Ltd in
respect of one of the pipelines and that agreement had not been
reached concerning the charges to be levied by BP Australia Ltd
for the use of its fuelling facilities by the Navy in Fremantle
harbour. In its reply to the Auditor-General in August 1978, the
Department of Defence advised that an agreement was currently
being negotiated with BP Australia Ltd and that outstanding
moneys would be collected as soon as an agreement had been
£inalised. In the event, the matter had not been concluded at
the date of the Committee's hearing, in March 1979.

2.6 The Department of Defence forwarded two submissions to the
Committee. These, dated 7 November 1978 and 26 January 1979, are
at Appendices 2A and 2B. As was conceded® at the inquiry, the
information in the first submission, that agreements with BP
Australia Ltd had been ratified and all outstanding charges
collected, was premature. The submissions also overlooked a
rental overpaid to BP Australia Ltd by the Department of
Administrative Services and accruing to over $25 000. At the
ingquiry, the Department did not avail itself of an opportunity
to correct this situation although it had earlier received a
letter from BP Australia Ltd specifically referring to this
matter in detail.” The Department's submissions also suggested
that the Department was unable to determine 59:: itself the
balance of its accounts with the oil company.

2.7 At paragraph 2.5.10 of his 1978-79 Report (See Appendix 2C),
the: Auditor-General has again referred to this matter. The
Committee has noted the Auditor-General's continued interest and
his report on the furthexr action taken by the Department.

Conclusions

2.8 The Committee was disturbed by several aspects of this
matter. These include the absence of a legally enforceable
agreement between the Commonwealth Government and. BP Australia
Ltd; the lack of information available to the Department of
pefence, the Auditor-General and, consequently, to the Committee;
the inordinate delay in reaching an agreement arising from the
proposals made in 1969 by BP Australia Ltd; the lack of current
asset value of a Commonwealth asset about which an agreement is
being negotiated; and the submission of incorrect information by
the Department of Defence to the Committee.

4. Minutes of Evidence, pp 26-27.
5. Minutes of Evidence, pp 23-24.
6. Minutes of Evidence, op 1, 24.
7. Departmental Submission, 26 Januaxy 1979, para 12,



2,9 The delay which has occurred in the Department’s considera-~
tion of and reaching agreement on the proposals put to it by BP
Australia Ltd in Septenmber 1969 is of considerable concern to

the Committee. The Department claimed that "the subject was
being prosecuted reasonably well but petered out coinciding with
the abolition of the Department of the Navy" and was not resumed
by the Department of Defence. The Committee does not accept the
Department’'s explanation® that the matter has not been concluded
is related to various changes that have taken place in the Navy
and the Department of Defence and the abolition of the Department
of the Navy in 1973. The Committee concludes that adequate atten-
tion and resources were not devoted to the task so that an
agreement could be reached expeditiously. The Committee believes
that BP Australia Ltd’'s intention in writing in September 1969
was to put forward proposals in good time to allow an agreement
to be reached prior to its taking effect from the beginning of
1970. The Committee is appalled that at the date of its inquiry
almost ten years after BP Australia Ltd made its proposals, the
matter had not been £finalised.

2.10 A further disturbing aspect of this inquiry was the
unavailability of vital information, including the original
correspondence between the Anglo-Iranian 0il Company and the
Department of the NavX and much of the subsequent correspondence.
The Department stated” that it had not been able to locate a key
file relating to this subject desgite a most strenuous search.
This difficulty had also been met¥ by the Auditor-General's
Office which, in its inquiries, had been hampered by the same
missing information. The Committee was astonished! that the
Department, despite the obvious interest of the Auditor-General
over a period of time and the Committee, had apparently made no
attempt to obtain copies of correspondence or any of the other
missing documents from the oil company.

2,11 Further, the Committee was surprised to learn! that the
Department of Defence had no record of the use made by BP
Australia Ltd of the pipelines. The Department's only control
over the oil company's use was to lock the valves. As the oil
company's argument for a reduction in rental is based on reduced
usage, the Committee suggests that the Department maintain
proper records of the use of the pipelines by BP Australia Ltd,
as it should in all similar circumstances.

2.12 The Committee is concerned that the Department of Defence's
two submissions were incorrvect. Whilst the Committee is pleased
that the Department sought to correct one error, another was
perpetuated. The Department was still unable to determine the
balance of its accounts with the oil company at the time of our

8. Minutes of Evidence, pp 13-14.

9. Minutes of gvidence, p 5.

10. Minutes of Evidence, p 27.

11. Minutes of Evidence, p 5.

12, Minutes of Evidence, pp 20-21.
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inquiry. Such a chronicle of error and inadequate information
reflects, in the Committee's view, very strongly on the manage-
mentiof the Department of Defence and the administration of its
affairs.

2,13 The Committee was surprised to learn® that there is no
clear policy in respect of the leasing of pipelines and other
naval installations for use by non-defence and commercial
organizations. The Committee recommends that, in matters
involving national security, the policy should be clearly
formulated and based on consideration of the relevant issues.

2,14 The Committee was astonished that the Department's
submission made no direct reference to the Auditor-General's
comment that the absence of a legally enforceable agreement was
the cauge of the delay in this matter., Whilst the Department
submitted® that "the oral agreements reached for the. rental of
Navy pipelines will be formalised in writing", the Committee
believes that this is not different from the previous arrangement
which was conceded!® by the Department to be not legally binding.
Accordingly, the Committee wishes to be satisfied that the agree-
ment covering the future use of the facilities and providing for
an agreed basis of charging is one which is legally enforceable.

2.15 The Committee was told® that, in the most recent assessment,
made in 1966 by the Taxation Office, the pipelines were valued
at $120 000. The Committee is therefore concerned that the
Department has been attempting to negotiate a rental based on
the pipelines’ value in ignorance of its current. value. The
Committee recommends that the current value of an asset be used
when agreements which involve a valuation of that asset are
being entered into.

2,16 The Committee was toldY that the long-term rental agreement
did not make any provision to be adjusted for inflation. The
Committee recommends that rental in this and similar circum-
stances should relate to the opportunity cost of alternative
facilities which may vary from time to time. Although charges
had been varied prioxr to 1969, the Committee notes that the
Department has not sought to update the charge to reflect 1979
values.

2.17 The overpayment of rental, accruing to over $25 000 for the
lease of pipelines from BP Australia Ltd, was revealed during
this inquiry. Although the origins of payments for this facility
made by the Department of Administrative Services rather than

13. Minutes of Evidence, pp 8-9.

14, Departmental Submission, 26 Januvary 1979, para-14.
15, Minutes of Evidence, pp 4-5.

16. Minutes of Evidence, pp 10, 15-16.

17. Minutes of Evidence, pp 9-10.



the Department of Defence were not made clear, an amount of
$2800 per annum has been paid to BP Australia Ltd since January
1970 des}:ite the company’s September 1969 proposal that it be
waived. ¥ Also while the Department of Administrative Services
was continuing to pay this rental it was not aware of the
negotiations taking place. The Committee regards this as a
serious breakdown in administrative procedures to continue these
payments for over nine years without apparently ever reviewing
their necessity or consulting with the Department of Defence.

2.18 whilst appreciating the administrative convenience of
offsetting monies owed by BP Australia Ltd with those owed to
the company, the Committee agrees with the view of the Department
of Finance™ that the practice of offsetting is not to be
encouraged. Contrary to the Department of Defence view, rental
monies paid out in error by the Department of Administrative
Sexvices should be reimbursed, in the Committee'’s opinion, to
that Department rather than, under the offset arrangements,
become Department of Defence revenue,

2.19 The Committee notes that this whole matter had been able
to continue unresolved for nearly ten years before being
reported by the Auditor~General., The Committee must be critical
of departmental procedures which could not resolve this matter.
The Committee observes also that neither the annual overpayment
of rental by the Department of Administrative Services to BP
Australia Ltd nor the under-collection of revenue by the
Department of Defence hadbeen detected. The Committee, on
pages 26-30 of its 171st Report, had been critical of the
thoroughness of the monitoring processes which can allow such
situations to continue over many years. The Committee wishes
therefore to be satisfied that consideration has been given to
procedures which will avoid similar repetitions,

18, Minutes of Evidence, pp 15, 17
19. Minutes of Evidence, pp 28-29.

CHAPTER 3
DEPARTMENT OF EDUCATION

3.1 In Chapter 3.8 of his Report for 1977-78 the Auditor~General
commented upon two matters related to student assistance schemes:

. Bligibilitz checks for the Tertiary Education
Assistance Scheme (TEAS); and

B Overpayments of student allowances to recipients
cf TEAS benefits and other student assistance.

His comments appear below:

Paragraph 3.8.1. Tertiary Education Assistance Scheme -
Eligibility Checks.

During 1977 fraudulent applications for Tertiary
Education Assistance Scheme benefits were lodged in

2 state offices. While the attempted fraud was
detected by the Department prior to any benefits being
paid, its dia 111 the vulnerability
of the scheme.

Following reviews in all state offices by Audit to
ensure that all reasonable means of verification were
being employed to detect fraudulent applications and
reduce the possibility of overpayments, a number of
matters were referred to the Department for comment
and advice.

In response, the Department advised:

« It attempts to verify the existence of applicants by
the controlled distribution of forms to both first-
year and continuing students. The students are also
warned that examination results will be checked and
certain other checks will be conducted during the year.

« A pilot study has been implemented in the South
Australian Office to verify the existence of new
applicants for benefits by checking against a list
of successful matriculation students as prepared by
the South Australian Tertiary Education Admission
Centre. The results of the check to date tend to
confirm that controlled distribution does offer some
protection. The check has isolated approximately § per
cent of new students who are not listed and merit
special checks.

. It did not agree that confirmation of enrolment should
be obtained prior to payment of the allowance and advised
that previous attempts to obtain such evidence were



unsuccessful for a variety of reasons, the main ones

being the 1 lack of ]

e ion by tertiar
institutions and the time-frame in whichyenrolmen{s
are made 4-5 weeks prior to of the demic

year. Enrolment checks are carried out i
n April and
ieptember each year and now include those students who
ave ceased the course prior to date of the check. The
enrolment check is arranged by the Central Office of
the Deparf_mem:, and is considered to be adequate;
s any 1 d result in an overpayment.

. Due to b tend
fue v :;xe of in most tertiary
utions, it is found impossible to verify the
continued attendance of a student beneficiary. In the
event of cessation, reliance is placed on the regquirement
for the student to furnish advice to the Department. "

Pa 1 9
3.8.4. Overpay ts - Agsistance Schemes.
Previous Reports have d
at the i ing t
in unrecovered overpayments and at delays in recovery actio:?nd
It is still a matter of
that, notwitk ing the
t}r:troduction of revised procedures supported by mini-computers
e amount of ed ov in t of !
K nt o e P 3 of all

continued to rise, althou
were fewer individual cases at 30 June 1978 ::han at gg ;2:?1977

The following figures have been

extracted from departm
records and show the comparative position at 30 Jine £::t::\
years 1976, 1977 and 1978. °

Date Number of Amount
Cases $
30 June 1978 8
661
gg June 1977 (a) 9 174 2 jgg ggg
June 1976 6 051 1 28) 537

(a) Figures shown in my 1976-77
=77 Report subs t.
amended by departmental advice. cauently

.';ncluded‘ in the above figures for 30 June 1978 axe 6 090
gdivi:i!ual overpay cases in t of the tertiary
:m\;czizson assistance scheme with a total value of $2 137 834
and cases total}ing $355 276 which relate to unclassified
payments caused by departmental errors. Overpayments

in the latte:
I the x category are subject to. limited recovery

In response to the Committe Xt st a. (=4
e’'s8 regque
t, the Department provided
submissions on these matters, which are at Appendices 3A and 3B..

10

Background

3,2 The Tertiary gducation Assistance Scheme comes under the
Student Assistance Act 1973. The only other scheme covered by this
legislation is the Post-Graduate Award Scheme: together, these
two schemes account for two-thirds of all students assisted and
for about 75 per cent of all student assistance expenditure.

The othex schemes, listed below, are not covered by this legis-
lation, but are the result of Ministerial decision and, as such,
are covered by detaliled rules and policy guidelines which are
approved by him.!

gstablished

aboriginal Study Grants Scheme 1969
Aboriginal Secondary Grants Scheme 1970
Assistance for Isolated Children

Scheme 1973
secondary Bllowances Scheme 1974
Aboriginal Overseas study Awards

Scheme 1975
Adult Secondary Education assistance

Scheme 1975

Eight other schemes axe in the process of being phased out.

3.3 TEAS provides for assistance by means of a 1iving

allowance for students undertaking approved dipioma and bachelor
courses at tertiary institutions, as well ds some approved
vocational courses (eg secretarial courses) . Assistance ig also
provided for some post~graduate qualifications where these
qualifications form a career sequence, eg post~graduate diplomas,
masters degree qualifying courses. The allowances are subject

to a means test and the amount received by the student is deter-
mined by eligibility criteria relating to his place of residence.,
means of support and status as a full or part-time student. The
student is assisted for only one year at a time, and must submit
a fresh application prior to each academic year; this enables

a check to be made on academic progress and continuing eligipility
for assistance. At 30 June 1978, 88,719 students were receiving

benefits.?

3.4 Application forms are usually made available in November
each year, and are completed and Yeturned by students to the
relevant State Offices of the Department. In 1978, 120,000
IEAS and Post-graduate award applications were received

at offices of the Department, mainly in the wonths between
January and April. During this period the Department

1., Minutes of Evidence, PP 32, 46.
2, Department of Education, Annual Report 1978.
3. Department of Education, Annual Report 1978.

11



increases its student assistance staff by some 20 per cent,
restricts recreation leave and extends the provision for
overtime.," In response to a 2uestion, the Committee was
advised that in 1974 and 1975 it had been attempted to mesh the
Department’s peak period with the institutions' peak periods, but
the time periods were found to be incompatible.

Fraud

3.5 1In May 1977, fourteen bogus applications were lodged with
the victorian Office of the Department.® Nine were rejected at
initial assessment stage. In view of the samilarity of a number
of features of the rejected applications, a full-scale investi~
gation revealed the other five applications. This latter group
was intercepted before any payment was made. Commonwealth
Police established that the persons thought to be involved in
the fraud had moved to Western Australia and an investigation
in that State found two further bogus applications. Both had
already been rejected during initial assessment and were

being followed up by the Department, The majority of bogus
applications were discovered through checks applied by the
Department at the stage of initial assessment, and no payment
of allowances made. With regard to the five applications in
Victoria which satisfied the initial checks, it has been
acknowledged that these cases would have been detected by later
verification checks.

3.6 The Committee received a copy of the TEAS application form
and noted the requirement for applicants to formally declare
that the information they have provided is truc and correct, and
to acknowledge that acceptance of payment constitutes acceptance
of all relevant conditions, The declaration also contains an
authorisation for the Department to obtain, "from any organisa~
tion or individual", verification of the information provided,*
Students are reminded of their obligation to advise the Depart~
ment of changes in their circumstances by means of regular
notices sent to them with their payments,* The frequency of this
notice has been increased from twice a year to four times each
year.” In addition the Department provides an information
booklet on TEAS, formally setting out student obligations under
Regulation 85 of the Student Assistance Act,

* The texts of the declaration and the reminder notice are
reproduced at Appendix 3C.

4. Departmental Submission, 3 November 1978, para 2 (AGR 6).
5. Minutes of Evidence, pp 34, 40-41,

6. Submission (AGR 6), paras 6~-9,

7. Departmental Submission, 3 November 1978, para 9 (AGR 5).
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3.7 The Department also restricts the distribution of application
forms.® Continuing students and most school leavers have applic-
ation forms mailed directly to them. In some States, tertiary
education admission procedures are not uniform or centralised, and
State facilities therefore do not provide a complete cover of
students and institutions. In such cases application forms are
made available at institutions for school leavers and for the
small proportion of students who fit neither category. The pilot
study in South Australia mentioned in the Auditor-General's Report
in Paragraph 3.8.1 was conducted to test whether fraudulent
applications were most likely to come from those groups who obtain
their applications from the institutions., All non~continuing
students were checked against various data sources and final
results have verified the existence of all these students, with
not one false application being discovered.

3.8 When applications are first received checks are made to
ensure that duplicate applications have not been lodged for assis~
tance against other schemes administered by the Department.

Checks are also made that the applicant is not receiving assistance
or grants from a variety of other Government sources. The inform-
ation supplied on income may be checked with the Commissioner for
Taxation. Prior to the commencement of allowance payments, inform-
ation contained in applications is subjected to a further series
of cross checks to ensure it is logically consistent, and support~
ing statutory declarations are examined. The Department submits
that rejected or suspicious forms are promptly followed up with
students.

3.9 BApplications in any one State are not normally checked
against those from other States, although the Department made an
all-states manual comparison in 1976.'° At the time, it was a
laborious exercise and only a low error rate was found, so the
Department has not repeated it. The only inter-State
comparison now carried out is prior to writing off overpayments,
when all States are checked to establish whether the student has
moved and is now registered with another State office of the
Pepartment.

3.10 The Department's assessors are provided with policy manuals
and a document titled "Minimum Requirements for Processing
Application Forms". The latter is a confidential document and a
copy was provided for the Committee. This document, which is
quite comprehensive, sets out minimum standards of information
which have to be satisfied before an initial payment is made.

8., Submission (AGR 6), paras 1ll-15,
9. Submission (AGR 6), paras 3-5,
10, Minutes of Evidence, p 39,

13



Under these minimum standards, it is posaible for payment to be
initiated inthe absence or error of fairly basic information
about the applicant, as once initial requirements are satisfied
payment is commenced. However, the Committee recognises that
further, more detailed checks are undertaken progressively through
the year. It is these later checks, the Department contends, that
would eventually have detected the fraud attempts.

3.11 The Auditor-General suggested to the Department that, in an
attempt to detect fraud early and reduce overpayments, the
Department should ensure students continue to attend institutions
regularly.’! fThe Department advised the Auditor-General that
such assurance is not feasible, although it did attempt to carry
out attendance checks at certain technical colleges in 197532
These were terminated because attendance was. recorded on an
irregular basis or not at all, and records were found to be
unreliable. In evidence to the Committee the Department explained
that it was not the usual practice of tertiary institutions to
keep attendance records, as they regarded student performance,

as reflected in work output and examination results, as a better
indication of course involvement.!¥

3.12 similarly, the Department again cited past experience in
response to the Auditor-General's contention that the only
effective means of verifying the existence of students and
deterring fraud was for applicants to produce proof of enrol-
ment prior to payment by the Department.)® In 1974 the Depart-
ment required proof of enrolment to be returned with the
application form.!® This practice was abandoned the following
year because it was found that:

. a significant proportion of students did not follow
the procedures laid down;

. the general "lack of co-operation by tertiary
institutions®, (Auditor~General's Report 1977-78): and

. although it provided verification of enrolment, it
did not provide final verification of courses under~
taken, as students often vary their subjects well
into the first term. This can substantially alter
the allowance received by the student.

11. Auditor-General's Report 1977-78, para 3.8.1.
12. Submission {AGR 6), paras 19-20.
13. Minutes of Evidence, p 40. .
14. Auditor-General's Report 1977-78, para 3.8.1.
15, Submission (AGR 6), paras 16-18,
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However, from 1979 the Department requires all students to
supply with their applications the identity number allocated
to them by their institutions.®

3.13 Reqular checks are also conducted in April and September of
each year, when student enrolment has firmed and examination
results are known.' fThe Committee queried whether more checks
could be made, and was advised that the Department seeks to avoid
clashing with periods of peak activity at institutions, and thus
straining smaller institutions' resources. Peak activity usually
occurs at enrolment, in February/Maﬁch, and at examination times
at the middle and end of each year. The Department claims that
these bi-annual checks provide an effective check of applicants'
existence, and supported this by stating that in 1977, 87,167
recipients had their enrolment data checked without one false
application being discovered. However, these controls and checks
still leave the system open to overpayments to students!?

Overpayments*

3.14 In its submisgsion to the Committee, the Department said that
it

...shares the Auditor-General's concern that the amount of
unrecovered overpayments has risen from $2.4m at 30 June
1977 to $2.6m. at 30 June 1978, an increase of 8.3%.
This growth reflects the 9.6% increase in total expendi-
ture on student assistance from $186.8m in 1976/77 to
$204.9m 4in 1977/78, and the higher average benefit per
student provided under a number of schemes, Overall,
however, the amount of $2,6 m unrecovered at 30 June 1978
is only 1.3% of total student assistance expenditure for
1977/78, which represents no growth on the situation for
the preceding financial year when the unrecovered amount
of $2.4m was also 1.3% of total expenditure.°

3.15 The Committee is pleased that the Auditor-General's concern
is shared, but notes that in some respects the Department's
figures appear to be more optimistically presented than do the
Auditor~General's.

* ALl mssistance Schemes.

16, Submission [AGR 5), para 9.

17. Submission (AGR 6}, para 17.
18, Minutes of Evidence, p 34.

19, Submission (AGR 6), paras 16~18.
20. Submission (AGR 5), para 2.
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TABLE 1
Unrecovered Overpayments
30_June
1976 1977 1878 1979
No. of Cases 6051 9174 8661 7916
Amount of Overpayments ($m) 1.281 2,428 2,665 3.017
% Increase Over Previous Year ng.a. 89.5% 9.7% 13,.2%
Total Student Assistance
Expenditure ($m) n.a.  186.8 204.9 214.8
Overpayments as % of
Expenditure ($m) n.a, 1.3% 1.3% 1.4% !
]
Note: The figures for 1976~1978 are based on information

supplied in'the Auditor-General's Report for 1977-
1978. The figures for 1979 are based on his Report
for 1978-79,

As can be seen from Table 1, between 30 June 1977 and 30 June

1978 the tyrue inecrease based on: actual amounts was 9,7 per cent,

not 8.3_ per cent as the Department submitted. In this case, the
geigixétige iggfzase on : rgunded figure is of little use and

o ful va Y. particularly as the rounded amount £

1978 is in fact $3.7m, not $2.om oF June !

3.16 The Committee queried the large rise in the number of cases
and the amount of unrecovered overpayments. between 30 June 1976
and 30 June 1977. In response, the Department adviged that.
there were three main reasons for this increase:

. the number of students assisted rose from 67,173
at 30 June 1975 to 86,271 at 30 June 1977, tThe

without advising the Department roge accordingly,

and of the 9,174 cases at 30 June 1977, 67 per
cent were attributed to this cause;

16

. the policy of allowing students to repay over-
payments by instalments produces a cumulative
effect, with the result that a substantial
proportion of cases were carried over from
the previous year,?

3.17 With reference to this last reason, Table 1 shows

that this cumulative effect appears to have much less. impact on
the number of cases in succeeding years, as this has continued
to decrease since 30 June 1977,

3,18 From the 185,000 applications for all schemes procesged
during 197952 166,000 students were deemed to be eligible for
assistance.? In its evidence, the Department made the point
that there can be multiple "assessment decisions" for each
individual application, and in fact, that the number of assess-
ment decisions provides a more indicative guide to workload
than do the number of applicants.* On this basis, the Department
estimated that there were 378,000 assessment decisions arising
from the 1978 applications. The Committee was advised that
18,573 new overpayments. had been registered during 1977-78 in
respect of these assessment decisions.® Supervisors undertake
systematic and random checks of assessors' work, to ensure that
assessors meet an acceptable level of performance and accuracg.
The assessors examine each application against the eligibility®
criteria and code the applications for Processing,

3.19 Despite the expressed Pepartment view that "by and large
the financial year figure would equate with a calendar year
figure", the Committee doubts this. and questions the value
of such a hopeful comparison without firm data to back it,%

L A single application might involve several assessment decisions,
from the initial assessment deeming the student to be eligible
through to further assessments as the same student's status or
circumstances change: eg when the student moves away from home,
changes bis course, or marries. The Department's estimate of the
number of assessment decisions is an averaged figure. The
Committee is not in a position to assess the validity of the
Department's method of estimation, but takes its point on
workload implications,

21, Departmental Supplementary Submission, 9 July 1979, para 7.
22, Minutes of Evidence, p 37

23, Minutes of Evidence, pp 37-38.

24.  Minutes of Evidence, P S5.

25. Minutes of Evidence, P 38.
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3.20

In its submission the Department provided amtg’gle

showing the causes of overpayments at 30 June 1978.°%

The table is reproduced below,

Causes of Overpayments

Cause No. of cases' Proportion
1. failed to 296 3.4
proposed course
2, Discontinued course 5219 60.2
3. Reduced study load to 470 5.4
part~time. status
4. Accepted another award 334 3.9
5. ' a bonded 146 1.7
with future employer
6. Parental income found to 400 4.6
exceed: income declared in.
application form
7. Student's income exceeds 428 4.9
permissible limit
8. Data (other than parental. 143 1.7
income) declared on form
found: to be incorrect
9. Departmental errox . 615 7.1
10. Death of student i3 0.2
11. Brothex/sister cease study, 86 1.0
thereby terminating means test
concession
12. Othex 511 5.9
TOTAL 8661 100.0

26, Submission (AGR 5), para 6.
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3,21 The Committee noted the relatively high percentage of cases
attributed to departmental error. Since 1977 it has been the
Department's. policy not to press for recovery of such overpayments,
out of concern for individuals who may be faced with repayment
through no fault of their own.? At this stage, the Department is
carrying these outstanding amounts, pending the issue of specific
guidelines which the Department of Pinance is currently consider-
ing. The Committee understands that these guidelines would be
part of an instrument of delegation from the Minister for Finance,
enabling particular Pexrmanent Heads or their deputies, and
including the Department of Education, to waive the Commonwealth's
right of recovery in certain cases of overpayments. The guide-
lines would cover payments received in good faith by the
recipients, and any recovery action wouid then be dictated by

the individual's financial circumstances and prospects.

3,22 The Committee understands. that this policy of waiving the
right to recovery of such overpayments is consistent with that
followed by the Departments of Social. Security and Veterans'
Affairs,” The Audit Act was amended in 1979, clarifying the
right of the Minister for Finance to delegate the power to write
moneys off and to waive the right to recovery.The Department of
Education has written off about $140 000 over the last three
financial years, being overpayments, through any cause, which
are deemed under existing general Finance Guidelines to be
irrecoverable, %

3.23 In the meantime, overpayments arising from departmental
error are being accumulated, and inflating both the number of
cases attributable to departmental error and the apparent amounts.
outstanding. The witnesses' attempts to explain these figures
confused rather than clarified the situation, and the Committee
was left with an impression of poor preparation by witnesses and
of the material presented to. it,?

3.24 wWith respect to the total amount of outstanding overpayments,
the Department emphasised that as a result of recovery action a
significant proportion of this outstanding' amount is recovered
later.® Of the $2.4m outstanding at. 30' June 1977, $1.55m or

64 per cent had been returned to revenue during the following
financial year. The Department expects to recover a further
proportion of the outstanding amount as money is paid back on a

27. Minutes of Evidence, pp 65<67.

28, Minutes of Evidence, p 67.

29,  Supplementary Submission, 9 July 1979, para “4(b) .
30, Minutes of Evidence, pp 39, 63-65.

31, Submission (AGR 5), paras 3-5,
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long-term basis by students. Of the 8,661 cases of unrecovered
overpayments at 30 June 1978, the Department states that

2,675 or 32 per cent of cases of outstanding overpayments are
being paid back by long-term instalments.  This. results in
accumulated unrecovered overpayments being inevitable in any
one year.

3,25 The Committee was conscious of the substantial amounts of
money this involved, and the conséquent loss to the Commonwealth
of the use of this money for extended periods. This practice in
effect provides interest-free loans to the students concerned.

In response to a query from the Committee the Department of
Education advised that "there are no guidelines in the Audit
Act®, for charging interest upon these amounts, and that no
consideration had been given to such a measure.’? The observer
from the Department of Finance stated that interest is not
recouped in other areas where money is recovered by instalments.
He suagested that, in this case, it may be due to the fact that
although the total amount involved is gubstantial, the individual
repayments are often very small and thus it could be doubtful

if it would be cost effective to calculate interest due.

The observer from the Department of Finance agreed with the
Committee's view that there could be merit in giving more detailed
consideration to the charging of interest on these and similar
overpayments.

3.26 From the beginning of 1978, the Department has paid allowances
mainly in arrears with the aim of reducing both the magnitude and
incidence of overpayments.®® This measure is- particularly directed
at the substantial proportion of students who fail to notify the
Department that they have discontinued their course. The Depart-
ment believes that. this measure has significantly contributed to
the reduction in the. number of cases recorded to 30 June 1978,

and that this trend will continue. Despite this, the Department’'s
systems are still open to payments being made to a discontinued
student. In an extreme case, if a student decided to discontinue
his course in May, immediately after the Department's April check
with institutions, the Department has agreed that it is possible
that that student could continue to.receive payments for up to

5 months afterwards if the obligation to advise the Department

is ignored.®" Even if the student promptly advises the Department,
a further payment may still be made due to the time taken in
preparing and making payments. In such cases the Department has
stated that it is not unusual for students to retain the over~
payment on the basis that they consider that having discontinued

32, Minutes of Evidence, pp 61-62.
33, Submigsion (AGR 5), para 8.
34. Minutes of Evidence, p 55.
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in, say, the middle of a pay period they are therefore entitl

. ed
to a portion of tha; overpayment. The matter then becomes the
subject of negotiation between the student and the Department.?®

ADP Resources

3.27 At present{ the Department uses fourteen programmable
calculators, originally designed for use in small businesses,
which were bought in 1976 in order to speed up processing of
applications for assistance.®® Until early 1977, a fully manual
system was used to monitor and recover overpayments under student
assistance schemes»” These functions were then partially trans-
ferred to the mini-~computers (ie programmable computers), but

as these are primarily required for processing and payments. work,
the recoveries/overpayments work is restricted to a few days each
month, Problgma in equipment and storage capacity also mean that
manual records must be kept to supplement computer records, and
that extensive manual checks are required to reconcile ledger
cards and computer records. Generally, the present equipment is
basic and insufficient for the Department's Student Assistance
Division requirements.. .

3.28 The Department initially stated that following t| i -
tion of improved computer techniques in 1979 theregwongdlggrOduc
greater 4nternal control, closer monitoring of overpayments and
more efficient recovery action.’® The Department's proposals for
improved techniques were based on the expectation that its equip~
ment would be upgraded or replaced, but the Committee has since
been advised that this plan has now been deferred. In 1978 a
program of replacement and upgrading was recommended: around

the same time{ the Department commenced a review of its total ADP
needs, in conjunction with the Public Service Board. As a result
it was decided that no major changes to the recoveries system !
should be developed until the review is finalised?®The Department
has adviged that preliminary investigations indicate that to meet
ADP requirements for the whole Education portfolio an expenditure
of $0.75m to $1.0m will probably be required, and that it is
unlikely that any new equipment will come on line until mid-1981,

{assuming that approval is given to !
i e g the Department's submission

35, Minutes of Evidence, pp 51-~52.

36. Minutes of Evidence, pp 69-70.

37. supplementary Submission, 9 July 1979, para 1.
38, Submission (AGR 5), para 7.

39. Supplementary Submission, 9 July 1979, para 1.
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3.29 Another matter of concern to the Committee is the Depart-
ment's apparent difficulty in assembling or retrieving statistical
and historical data from its system. In response to requests by
the Committee, the Department in some cases was unable to provide
information on the basis that it was unavailable or would necess-
itate extensive manual checks. In other cases, data’based on
samples of 100 students was provided. A witness described the
Department’'s “"rather rudimentary overpayments system” in the
following terms:

We do not keep historical data of overpayments gone by in a
readily accessible form. What we are mainly concerned
with is a monthly situation in terms of those coming

on as new cases, those that are finalising and going

off and those that are at a particular point in the
recovery process. At this stage, for example, to get

the information you are talking about we would have

to go back to 1978 cases, which are not stored in a

memory in a computer... .

3.30 The Committee asked if the Department's administrative and.
recovery processes had been subject to any sort of a cost benefit
analysis.'’ Witnesses indicated that the Department had not
specifically considered the trade-off between costs 9f adminis~
tration and saving of public funds, but stated that it was a
factor kept "constantly and consciously in mind", particularly
when staff ceilings were being allocated."“?

3.3k The relative advantages of calendar year versus financial
year records were also canvassed, and a witness advised that the
Department operates the scheme... "as far as the individual is
concerned on a calendar year basis but that in that process we
conform to financial year appropriations.®®

Co-operation and Liaison with Tertiary Ingtitutions

3.32 In paragraph 3.8.1 of the Auditor-General's Report 1977/78,
the Department is reported as citing "the general lack of co-
operation by tertiary institutions” as be%ng one.of tpe main
reasons why it found it difficult to obtain confirmation of
student enrolment. The Department qualified this statement

.40, Minutes of Evidence, pp 44-45.
41, Minutes of Evidence, p 57.
42. Minutes of Evidence, p 72.
43, Minutes of Evidence, p 74.
44, Minutes of Evidence, pp 67-69,
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considerably during the course of the hearing and in subsequent
submissions. It advised that it has had continuing discussions
with various institutions and representative bodies, particularly
the University of Melbourne and the Vice-Chancellors Committee,
aimed at improving liaison and relations with the institutions.
One matter which has been resolved is that of the release of
confidential material by institutions, and students now sign a
release authority contained in the application form.

3.33 However, the Department said that co-operation and liaison
with individual institutions can vary considerably, and is
largely dependent upon the resources and records systems of the
institutions. Some institutions with sophisticated records
systems automatically notify the Department of students who do
not meet course requirements. The Department hopes that, once
they are in a position to supply institutions with the students'
identification numbers in an acceptable computerised format,
more institutions will then be able to "earmark" TEAS and

other grantees and so advise the Department promptly of changes
in course requirements.

3.34 Although the Department advised that it is now satisfied
with the general level of co-operation from institutions, it is
experiencing problems with one particular institution which does
not accept the authority given on the application form. The name
of this institution will remain confidential, at the Department's
request, The Department is negotiating with the institution
concerned, and the Committee wishes to be advised of the outcome.

3.35 In relation to liaison with State, education authorities

on student assistance matters, the Department declares itself

to be very satisfied with the general level of co-operation.
However, liaison is mainly confined to routine administrative
matters relating to assistance tg secondary school students and to
technical and further education.

Lack of Legislation

3.36 Money for student assistance is appropriated by Parliament
and therefore subject to the Audit Act. Nevertheless, the
Committee expressed its concern that the regulation of expenditure
of this magnitude and kind is not subject to scrutiny by
Parliament. Representatives from the Department agreed that there
was "a case in principle" to have the schemes legislated for, but
contended that there were significant practical difficulties in
legislating for all of them.®® In order to give legislative
effect to the 5 major student agsistance schemes that are
currently not legislated for, the Department stated, in a

45. Minutes of Evidence, p 35.

46.  Departmental Supplementary Submission, 6 April 1979,
47. Minutes of Evidence, p 46.
48, Minutes of Evidence, p 33..
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supplementary submission to the Committee, that in July 1977 it
was advised by Parliamentary Counsel that once Cabinet approval
had been given it would take 3 months to draft a Bill to amend

the Student Assistance Act 1973.°°

3,37 However, the Department considers that the most time-
consuming part of the task would be the subsequent drafting of
the necessary Regulations to support the legislation. It states
that the Attorney-General's Department has estimated that this
would take its staff approximately two and a half years subject
to staff being available. At the same time, the Department of
Education considers that the two officers (Class 9 and Class 6)
of the Legislation Sub-section of the Student Assistance
pivision would be employed for the whole of the drafting period
and for a period of approximately 2 years after introduction of
the Regulations, in order to cater for amendments later found to
be necessary. In addition, the Department claims that a total
of 7 man~-months work at higher levels would be required in the
student assistance policy areas for the drafting of Regulations.
This would be followed by 1~2 man-months work per scheme per
year for two years for subsequent amendment after the introduc~
tion of the legislation.

Penalties

3,38 Section 36 of the Student Assistance Act gives the Governor-
Genéral power to make regulations for the administration of the
Act, and provides under Regulation 91 of the Student Assistance
Regulations for a fine not exceeding $100 for giving misleading
information., The Act also provides for semi-permanent Tribunals
for review of student appeals against decisions which are based
on the Act and its Regulations (Ss 17-30). The amount of $100
wag set as the maximum fine in 1974, and has not been altered
since. Following questions by the Committee, departmental
witnesses stated that no consideration had been given to
increasing this amount or to providing for some form of
indexation.

3.39 During 1976-77 and 1977-78 fifteen persons were prosecuted
under these Regulations.®! Convictions were obtained in thirteen
cases, $459 in fines levied and costs of $225 recovered., In a
later submission to the Committee the Department advised that at
21 June 1979 the following action towards prosecution was being
taken in the various States and Territories:®?

49, Supplementary Submission, 9 July 1979, para 3.
50. Minutes of Evidence, pp 52-53.

51. Supplementary Submission, 6 April 1979.

52. Supplementary Submission, 9 July 1979, para 6.

24

STATE OR TERRITORY NO., OF CASES ON WHICH PROSECUTION

ACTIVITY UNDERWAY

N.S.W. 7
VICTORIA 34
SOUTH AUSTRALIA 3
QUEENSLAND 4
WESTERN AUSTRALIA Figures not available
TASMANIA ' -
A.C.T. 2

NORTHERN TERRITORY -

Upon querying the disproportionately high figure of i iga~
tions/prosecutions in Victoria, theyComgitteg wasoadigzzzttggt
it was primarily a result of the constraints of time in the
launching and undertaking of prosecutions.® The Student
Assistance Act requires that prosecution be effected within a
perxiod of one year from the commission of the offence. The
Department is dependent upon a number of authorities in this
process, including institutions, Commonwealth Police and Deputy
Crown Solicitors. The Department, of course, also needs time to
initiate and co-ordinate action. The extent to which authorities

are able to xespond to the Department' i
Sonsidevabty. p t's requests varies

3,40 The Department states that in the case of Vic i i

the last year, the various authorities have been‘igozlgoggz;gg

to respond promptly to its requests and this has resulted in
activity there generally reaching a more advanced level than in
other States. It contends that all State offices have been active
in submitting requests for enrolment checks to institutions, but

delays have been experienced in some St
oelays hav ates at different stages

3.41 The Attorney-General's Department has been approached wi
a;view to amending the Act to provide for a longegpperiod ogith
tlm? for prosecution action. The Committee is advised that due to
legislative priorities, it is unlikely that such an amendment
will be made in the near future. New guidelines on prosecution
action are being introduced following consultation with the
Commonwealth Police.and the Crown Solicitor's Office, and it is
anticipated that this will result in an increase in the number
of cases brought to court. The Committee has alsc noted the
recent rgference by the Auditor-General to delays in the
institution of prosecution proceedings.®

53. Acting Secretary, Department of Education, to Secretary,
Joint Committee of Public Accounts, 10 August 1979.
54. Auditor-General's Report 1978-79, para 2.6.2.
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3.42 Section 29C of the Crimes Act provides for a penalty of up
to 2 years imprisonment for persons found guilty of giving false
information., In reponse to questions from the Committee the
Department advised that it had informally raised with the
Attorney-General's Department the possibilit¥ of prosecuting
under legislation other than the Crimes Act®® Preliminary advice
received from that Department is that this Act is the most
appropriate avenue. To July 1979, thirteen successful
prosecutions have been obtained undexr the Act3®

Conclusiong

3.43 The Committee supports prompt payment being made to students
in order to avoid possible hardship, but expects the Department
to continue to seek means to tighten eligibility controls

over initial payment. If elements of rigk are unavoidable in
initiating payments, detection and recovery processes should
then be very efficient., The Department's systems have failed
badly in providing adequate responses. The Committee believes
that in some cases there is a fine line between fraud, and
negligence leading to retention of overpayments, While the
Committee concurs with the Department that the increased amount
of overpayments does. not necessarily represent a

deteriorating situation (overpayments have remained constant

in proportion to total expenditure), it does not believe that a
situation of "no improvement" is a matter for satisfaction?’
This is particularly so as this situation can be largely
attributed to the Department’s previous neglect of control and
recovery functions in its student assistance schemes.

3.44 Interest on Instalment Repayments by Students:

The Committee commends the Department's sympathetic policy of
allowing overpaid students to repay outstanding amounts gradually,
as their circumstances improvel® However, in cases where a
student's definite negligence has resulted in an overpayment the
Committee believes that it may be appropriate to charge interest
on the overpayment. The Committee recommends that the Department
of Education give consideration to amending the Student
Assistance Act to provide for the imposition of interest charges,
by way of penalty. The Committee also considers that the
Department of Finance might examine the principle of applying a
similar provision to other overpayments, subject to any
limitations imposed by the Audit Act. The Committee would. be
interested in the Departments' views.

55. Minutes of Evidence, pp 53-55.

56. Supplementary Submission, 9 July 1979, para 6(d).
57. See para 3.14.

S8, See para 3.16,
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3.45 Amounts Outstanding as a Result of Departmental Error:

The Committee is most concerned at the extent of the

accumulation of overpayments in this category which have not been
recovered and rggards the present situation as quite
unsatisfactory.* It urges the Department of Finance to hasten the
introduction of guidelines, which would formalise the Department
of Education's current practice of not recovering overpayments
arising from departmental error. This would allow the Department
to reduce the total apparent amount of outstanding overpayments
and would enable the rate and results of departmental erxor to
be assessed with more accuracy.

3.46 Design of Application Forms - Students' Obligations:

The Committee believes that the declaration in the application
form could be made more effective if the form contained a
statement similar to that contained in the reminders sent to
students?® That is, a statement, or reference in plain English
to students' obligation to advise the Department of a change in
their status, what in fact actually constitutes such a change
and the inconvenience to both the student and Department if
these obligations are not observed, If that part of the
application form does not lend itself to the inclusion of such a
statement, it could be incorporated elsewhere and reference made
to it in the declaration.

3.47 Recovery of Overpayments - ADP Capacity

The Committee supports the Department's attempts to assess and
present total departmental ADP requirements, but deplores the
apparent lack of foresight and co-ordination that preceded this®
The Department's response to the administrative requirements of
student assistance schemes has been on an ad hoc basis. In
respact of ADP needs, computer equipment was not purchased until
1976 even though TEAS began in 1974,* and other schemes even
earlier. The equipment, when purchased, was inadequate to meet
the existing requirements of the assistance schemes. In addition,
although consecutive Auditor-General's Reports since 1973-74 had
indicated that there were serious problems in the control of
overpayments, recovery and overpayment functions were not
automated until 1977,

3.48 As accumulated overpayments were over $2.50m at 30 June 1978,
the Committee considers that the estimated cost, between $0.75m
and $1.0m, of new ADP equipment is not excessive, and expects
that thexe will be no undue delays in its selection and
installation. It also recommends that the Department explore

*  Originally called the Tertiary Allowances Scheme.

59, See paras. 3.14 - 3.24.
60. See. para 3.6,
6. See paras 3.27 -~ 3.28.
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alternative or temporary means of improving the ADP capacity of
the Student Assistance Division, pending the results of the
comprehensive review of ADP requirements currently being under-
taken by the Department.

3.49 Evaluation:

The Department does not appear to have the capacity to collect,
store or retrieve data for analysis without seriously disrupting
routine functions.? Without such a capacity the Committee
considers that xealistic evaluation of the efficiency and
effectiveness of program administration is impossible. No such
comprehensive evaluation has been attempted. The Committee
recommends that the Department, or another organisation, initiate
a comprehensive and continuing evaluation of the Department's
aims and efficiency in administering these schemes, with
particular reference to cost effectiveness.

3.50 Legislation:

The Committee can only express its dismay and astonjshment at
the Department's estimate of the workload involved in bringing
the five major non-legislated schemes under uniform legislation®
The Committee would have expected that subsequent regulations
would primarily be a matter of formalising existing practice.
Detailed rules and policy guidelines for these schemes have
already been formulated and set out in extensive departmental
manuals. Furthermore, all the schemes have been operating for
at least four years, the longest ten years, so it could be
assumed that the administrative processes for the schemes are
well established.®

3.51 The Committee is seriously concerned at the continuing
delays in the preparation of subordinate legislation, and has
previously commented on this in its 103rd and 144th Reports. In
the latter Report, on the then Department of Education and
Science, the Committee recommended that public. authorities should
ensure the availability of adequate administrative machinery to
permit the prompt drafting of regulations. The Treasury Minute
responding to this recommendation advised of measures being
undertaken by the Attorney-General's Department, including
training courses which would "ensure that an adequate numbex of
experienced and capable draftsmen will be available and thus
obviate the: shortages of past years".®

3,52 No response was made in the Minute to the Committee's
suggestion that consideration could be given to the employment
under contract of competent lawyers outside the Public Service.®

62, See para 3.29.

63, See paras 3.36 - 3.37.

64. See para 3.2.

65, Joint Committee of Public Accounts 159th Report.

66. Joint Committee of Public Accounts 144th Report.
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The delay by the Public Service Board in responding to this
comment is totally unacceptable to the Committee and it expects
to receive the Board's response as a matter of urgency.

3.53 Penalties and Prosecutions:

With reference to penalties for fraud or providing misleading
information, it is obvious that a fine of $100 does not have
the same value as a deterrent now that it had in. 1974% The
Committee recommends that this be significantly increased and
the whole concept and structure of penalties be reviewed, with
the aim of producing more effective deterrents. The Committee is
concerned also at the apparent unwillingness by the Courts to
impose even the present penalties. Persons convicted under the
Regulations receive public funds from the Department in the
full knowledge of the mutual obligations and duties that this
contract dictates.

3.54 The high incidence of overpayments resulting from student
negligence suggests an attitude of acceptance by some students
that they have a. "right" to public funds and disregard any
consequent obligations. this imposes on them. In evidence to the
Committee, one of the Department's witnesses said:

The situation we have reached is that we both (the
Department and the Chairman of the Australian vice-
Chancellors' Committee) feel we must exclude relianae
as far as possible on the student's memory to do things
in the process if we can, ¢

The Committee does not accept this proposition that students are
not capable of accepting responsibility for their actions in
applying for and accepting Government assistance. This policy of
the Department and the Vice-Chancellors' Committee gives tacit
approval to casual and irresponsible attitudes by some students.
The Committee has noted the Department's attempts to make
students more aware of their obligations and commends its actions.
However, the Committee considers that if some students are not
motivated sufficiently by public responsibility to fulfil their
obligations then more effective deterrents and punitive measures
must be considered. The Committee wishes to be kept advised of
departmental action on this matter.

3.55 The relatively low level of investigations and prosecutions
in New South Wales was noted by the Committee.® The Department
explained that this situation is not necessarily due to inactivity
by its State office, but can be attributed to the difficulties in

67. See para 3.38.
68. Minutes of Evidence p 35.
69. See para 3.39,
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co-ordinating action between the authorities involved, and the
twelve-month limit on prosecution, Notwithstanding this
explanation, the Committee wishes to receive specific reasons
for the low level of activity in New South Wales, with details
of any particular difficulties which may have been experienced
in that state.

3,56 Liaison with Institutions and State Authorities:

Following an allegation of lack of co-operation by institutions,
made by the Department in the Auditor-General's Report, the
Committee questioned the Department closely.” The Committee was
concerned by this statement, as it was surprising that institu-
tions could ignore the benefits received from the Federal
Government and the mutual obligations and ties that this brings.
Evidence presented by the Department showed that only one
institution was withholding its co-operation and in fact, that
the Department was satisfied with the general level of
co-operation,”

3.57 The Committee regrets that the Department should make such
a serious allegation and then not substantiate it, and would be
most concerned if other unfounded allegations were to be made
in any future appearances. The Committee also wishes to

be kept advised of the progress of negotiations with the above
institution.

3.58 Generally, the Committee is satisfied that progress is being
made in improving liaison with institutions, and commends the
Department's proposal to progressively computerise exchange of
data with institutions.” However, the benefits of such a proposal
will be much reduced by undue delays incurred in updating the
Student Assistance Division's ADP capacity.

3,59 The Committee trusts that authorities and institutions in
the States will continue to establish uniform and centralised
admission procedures, and expects the Department to continue
to encourage and promote such measures.

3.60 The Department's Evidence:

The Committee has indicated aspects of departmental
administration which it feels must be improved, but was hampered
in making more positive comment on the Department’s activities
by the poor standard of evidence. While there were exceptions

to this poor standard, the evidence displayed carelessness in
preparation. The evidence presented was often superficial or

70, See para 3.12.
7. See para 3.34.
72. See para 3.33.
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confusing, and there were cases where statistics supplied by the
Department were incorrect or misleading, The Committee believes
that the evidence would have been of higher quality if the
Department had been represented at a more senior level. In any
event, the Committee deplores this low standard, and emphasises
that such an attitude can only reflect poorly on the Department
concerned.

3.61 Auditor-General's Report 1978-79:

The Committee notes that the Auditor-General has made further
reference to both eligibility checks and overpayments in his
Report for 1978-79.7° As far as eligibility checks are concerned,
the Committee is satisfied that the Department's eligibility
checks and measures against deliberate fraud are adequate.
However, it shares the Auditor-General's concern over the
continuing high level of overpayments, particularly those
attributed to departmental error.

73.  AMuditor-General's Report 1978-79, paras 2.6.3 and 2.6.4.
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CHAPTER 4
DEPARTMENT OF PRIMARY INDUSTRY

Beef Industry Incentive Payments Scheme

4.1 At paragraph 3.19.1 of his Report for 1977-78, the Auditor-
General stated:

Following examination by my officers of the administration
of the Scheme, departmental comments were sought on 30 June
1978 in respect of the entitlements of certain applicants
to i in ci where combinations of
cattle ownership occur.

P dural p of the Sch referred to the Department
for comment on 21 July 1978 included:

. deficiencies in the ADP system developed to process
clains b of inadeq a ion and lack
of authorisation of program changes;

. some lapses fn controls associated with the processing,
examination and payment of claims and non~compliance.
with Finance Directions relating to the receipt and
control of public moneys; and

. the adequacy of the investigation program adopted to
ensure validity of payments as in addition to 30
claims totalling approximately $46 000 identified by
departmental investigation, the Audit review disclosed
further cases where some doubt of eiigibility for
payment was apparent.

Background

4.2 The Beef Industry Incentive Payments Scheme was introduced
by the Government during the last months of 1977 to encourage

the maintenance of good husbandry and disease control practices
in the beef industry at a time when the economic circumstances
and the financial position of many producers were very bad.’

The beef industry in Australia in 1977 consisted of some 50,000
producers owning about 30 million beef cattle. Of these, about
30,000 producers each owned at least 200 cattle. The difficulties
for beef producers arose in 1974 and 1975 when, largely as a
result of & very sharp increase in world beef production and
decisions as to the level of imports in major importing countries,
severe restrictions were placed upon access to a number of
Australia's major beef export markets. At the same time, the
prices received for these exports fell dramatically to about

one third their 1973 value, This situation severely restricted

1. Minutes of Evidence, pp 31-32, 161.
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the income position of beef producers. Estimates made within the
Bureau of Agricultural Economics suggested that, during 1975, one
third of all specialist beef producers in Australia were making
a net loss. '

4,3 The Beef Industry (Incentive Payments) Act 1977 implemented
the Government's decision to make cash grants to beef producers.
Eligibility to benefit from this scheme and the benefits them~
selves were limited by several criteria:

. the beneficiary had to be a beef producer who
owned 50 or more cattle at 30 June 1977 or, at
the relevant time, continuously for three months;

. the amount of the incentive payment per animal was
$10 and -payments to a beef producer were not to be
made in respect of more than 200 cattle;

. the recognised disease control and husbandry
practices included:

=~ treatment of the animal for external and
internal parasites,

- vaccination of the animal for the purpose of
controlling disease,

- testing or treatment of the animal for the
purpose of diagnosing or eradicating brucellosis
or tuberculosis, and

- spaying of heifers which had not attained the
age of two years;

. the procedures had to have been carried out in the
year beginning 23 September 1977;

. the claims for payment had to be made by 31 December
©1978;

i

. only one claim could be made in respect of any one
animal; and

. each claimant could make only two claims.

4.4 Claims were required to be in a form approved by the
Minister and panied by ne ary documentation. A press
release® publicising the Scheme outlined the required details,
which included:

. details identifying the owner;

2, Press Release PI 77/203 by the Minister for Primary
Industry, 13 October 1977,
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. a statement of eligibility (verified by a
responsible person);

. details of the procedures carried out including
evidence, such as invoices of materials used or
a certificate by a veterinary practitioner or
Government official when such persons conducted
or supervised the procedure; and

. a declaration by the owner verifying the claim.

4.5 Throughout this inquiry, the Committee recognised the short
time scale given to the Department to implement the Scheme, The
Committee concurred with the Department's attributing®much of
the blame for the subsequent difficulties to the urgency of
introducing the Scheme. The Committee was advised® of the
chronology of events leading to the initial payments made under
the Act. This timetable appears at Appendix 4A. Seven weeks
elapsed from the initial Cabinet Decision that there should be
a scheme until enabling legislation was assented to, and a
further three weeks until the first gayments were made. The
Committee agrees with the Department® that the Scheme was
conceived in undue haste and led to administrative difficulties.

4.6 Throughout this. period a high level of publicity for the
scheme was maintained by a series of press releases and
statements. A list of this series is included in Appendix 4B.

4.7 A copy of the Department's submission is at Appendix, 4C,

4.8 At paragraph 2,16.3 of his 1978~79 Report, the Auditor-
General has again referred to the Beef Industry Incentive Payments
Scheme. The Committee has noted the Auditor-General's continued
interest in this matter and his report on the further action
being taken by the Department,

The Committee's Inquiry

4.9 The Committee was concerned with three major issues. The
first is the adequacy of the Department's administration of the
legislation, its interpretation and the degree of control
exercised over the payments. The second concerns the administra-
tive arrangements involved in implementing the Scheme and the
difficulties created by the short time for the Department to

3.  Minutes of Evidence, pp 144-145,
4. Minutes of Evidence, pp 33-34, 55-56.
5. Minutes of Evidence, p 54.
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implement the Cabinet Decision., The third relates to the
deficiencies in the ADP system.

Departmental Interpretation of the Legislation

. the public inquiry, the departmental witnegses stated®
:h:: %e clegr intentqofr{he Government was for individual ownexs,
partnerships, trusts and companies to be treated as separate
entities for the puxpose of payment under the Scheme. This was
consistent with statements publicising the Scheme and on the
claim forms, Five categories were established in the administra-
tive procedures differentiating hetween different types of
producers who were then pald without adequate cross-checking.

The five categories were:

. sole producers;

. joint producers;

. partnerships with a registered business name;
. registered companies; and

. ownerships in a representative capacity, including
trusts and deceased estates.

It was not initially realised in the Department that, in addition
to being able to isolate these categories, it was also necessary
to inter-relate them.

4.11 The Committee was informed’ that the Department was not
aware of this error in its interpretation of the legislation
until a number of related claims were received and the matter
was referred to by the Audit Office on 30 June 1977. Subsequently,
on 3 July, the Department referred the problem to the Attorney-
Genexal's Department for advice which was received, on 14
August, to the effect that in some cases the Department had not
strictly followed the exact wording of the 1egislationain
determining eligibility for some joint. payment claims.? The
Department submitted® that the application of the principles in
the legal opinion gave rise to some overpayments and under-
payments. Thus it was necessary to reprogram the computer and
input additional data to identify the claims requiring
re-assessment.

6. Minutes of Evidence, pp 37-39,

7. Minutes of Evidence, p 79.

8. Minutes of Evidence, p 39.

9. Departmental Submission, para 3.2.
10. Departmental Submission, para 4.
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4,12 To 16 March 1979, the Department had identified 140 claims

involving overpayments totalling $189 300, of which $135 330 had

gggng;ge:x:::d (]ifavingha total of 43 overpayments at a value of
anding. The Depa:

arpaymente: g partment had taken action to recover

Investigation Program

4,13 The Auditor-General's Office referred the adequacy of the
investigation program to ensure the validity of paygentg to the
ggl;g::ﬂg:?. The Chief Auditor stated in his memorandum of 21 July

«+.there appears to be no investigation program established
and as the tests applied by the single Investigation
Officer are necessarily limited, it seems that the degree
of control exercised by the Department to ensure that public
moneys are correctly expended is severely zestticted.“

4.14 The Department replied on 1 August that:

...given the magnitude of the Scheme, its unique nature and
the demand by Government for minimal delays in paying claims,
:t Zas, and is not, feasible to undertake extensive prepayment
ests,

The Department indicated that post-payment investigation was
always an integral part of the Scheme's administration, and, as
the rate of receipt of claims declined, resources were increasing-
ly devoted to this. In addition, the Department had several
computer programs available for its investigatory work which
enabled cross-checking and comparison of key information
prgvided by claimants. The use of new computer programs and the
rejection of claims by the Investigation Officer in both the
pre-payment stage and in post~payment investigating demonstrated
the effectiveness of the Scheme's internal controls, The
Department therefore rejected the Auditor-General's claim that
the degree of control exercised to ensure that public moneys

are correctly expended is severely restricted.

Procedures Adopted to Ensure Validity of Claims

4.15 The Committee was interested in the concept "pay now, argue
later” which appeared to be basic to the adminigtragize précedgres
adopted to ensure the validity of pa)(ments made under the scheme.
The Committee was concerned to learn® that the considerable
post-payment examination and investigation had only occurred as

a result of the Auditor-General's Report.

1l. Departmental Submission, para 8.2.
12. Departmental Submission, para 8.3.
13, Minutes of Evidence, p 54.

36

4.16 The Department admitted that prepayment checks were not
conducted in relation to, for example, verification of ownership
and documentation of increases in the size of the herd. However,
due to lack of some basic information, over 30 per cent of
claims were returned to claimants after preliminary examinatiom.

4,17 Random testing for accuracy was carried out on about 1 per
cent of all claims on receipt. These were automatically returned,
before being processed, for complete verification of at least
two items of the information required. Based on these checks it
was concluded that no more than 1 per cent of all claims could
not be verified or were sufficiently in error to alter the
payments regarding those claims. The Department stated® that to
extend this type of prepayment checking would have placed an
enormous burden on it.

4.18 Another issue was whether the procedures to validate a
claim were adequate. S,34(3) of the Audit Act 1901 states that:

No...(accounting officer)...shall certify any account until

he shall have ascertained that the expenditure has been duly
approved in writing by the prescribed authority and that the
account is correct in every particular and that the expenditure
involved therein is in accordance with the laws and regulations
applicable thereto and is charged against the proper head of
expenditure. )

The Finance cbserver said that the concept of "pay now, argue
later” is not a philosophy which can be accepted. However, in
many areas, such as pensions and othexr benefits, claims are
certified on the basis of an application made., This is because
the certifying officer would not have any reason to doubt that
the claim was properly made. Nevertheless abuses did occur which
required subsequent action. The Audit observer said that the
Audit Act required that there be examination and a certificate,
but that this was impossible with respect to pensions and other
benefits. What is necessary is that reasonable and economic
steps be taken to verify the information prior to payment. In
this case, the Auditor-General had reservations about the
adequacy of the prepayment checks. However, he made it clear
that the Auditor-General's Office did not advocate expensive
checks to prevent small overpayments.

4.19° The Department conceded that the original procedures
designed to administer the Scheme were inadequate and that,
following Audit inquiries and receipt of the Attorney-General's
Départment's advice, a completely different system was introduced
which allowed comparison of every claimant by namé and ensured
the cross-checking of the five categories, of producers.

14. Minutes of Evidence, p 171.
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4.20° The Committee was also concerned with what level of fraud
may have been associated with this Scheme and what safeguards
there were to detect attempts. The Department was only able to
point to one person lodging two fraudulent claims. However, the
Committee was not convinced that other fraudulent claims had
not been lodged. It was obsexrved’ that even if checks in the
fieid were carried out, these would not necessarily verify the
claim,.

puplication of payments

4,21 The Committee examined the audit observation®that a
breakdown in procedures had led to duplicate cheques worth

$206 080 being produced of which seven, to the value of $11 100,
were negotiated. Whilst these particular cheques were issued on
29 March 1978, stop-payments were not notified to the Reserve
Bank until 7 April. The Audit Office enquired why departmental
officers had not detected this duplication and advised the
Department of Finance earlier. The Department said? that the
breakdown in procedures occurred within the Department of Finance.
The reprocessing of these cheques was not authorized by the
Department of Primary Industry and was detected on 5 April by
that Department during its routine examination of the daily
ledger printouts f£rom the Department of Finance which was
immediately advised. The Finance observer confirmed that the
despatch of the cheques was an error which occurred in the
Finance Office and which arose from difficulties in processing
a particular computer tape and inadeguate management of
procedures authorizing release of the cheques. The Committee is
concerned that there is not a more rapid stop-payment system
which would minimize subsequent recovery action.

Administrative Difficulties Arising from the Rapid Introduction
of the Scheme

4,22 The Department claimed! that the tight timing involved in
the introduction of the Scheme led to the difficulties in
staffing, form desi?n and documentation of its procedures. The
Department admitted! that there was a lot of pressure to have
the Scheme operating guickly and that, as if to emphasize its
unigue nature, it was not aware of any other scheme with respect
to assistance by the Commonwealth Government where there was
such a short timetable in which to have the scheme operating.
When it was announced, there were insufficient resources within
the Department to administer it.? Consequently, temporaxy staff

15. Minutes of Evidence, pp 62-63.

16. Departmental Submission, para 7.14.
17. Minutes of Evidence, pp 85-86.

18. Minutes of Evidence, pp 55, 145-147.
19. Minutes of Evidence, pp 144, 150.
20. Minutes of Evidence, p 47.
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ceiling cover for 22 extra people was sought from the Public
Service Board. Ministerial approval for these arrangements was
obtained on 25 October 1977. The processing staff, subsequently
obtained throuch the Public Service Inspector's Office, were,
except in two cases, inexperienced and unfamiliar with this type
of work.? This demonstrated to the Committee the lack of
flexibility within the Public Service when the government
desires urgent implementation of a scheme such as this® The
present policy is that departments are expected to absorb new
functions within their existing staff ceilings. The Public
Service Board observer agreed that there is merit in allowing
flexibility in re-allocating staff resources as circumstances
demand, but added that he believed the current twice yearly
review of staff ceilings is adequate to meet these situations.

4,23 In July 1978, the Chief Auditor expressed concern over
weaknesses in the design of the claim form, The Committee was
informed® that the period from when the Cabinet Decision
agreeing the details of the Scheme was taken until the claim
form design had to be finalised was twelve days. The form® was
designed within the Department in consultation with the Attorney-
General's Department. The Public Service Board, the Pepartment
of Finance and, formally, the Auditor-General's Office were not.
consulted. In the event the eligibility guidelines were consist-
ent with the initial departmental interpretation of the legisla-
tion but not with the later legal advice received from the
Attorney-General's Department.Z? The Department also conceded
that two data items requested could be misinterpreted. The
Department admitted that these faults were not detected until
after the claim form was printed and that costs prevented the
re-printing and redistribution of the form. The Committee agreed
that in cases such as this, departments should consider consult-
ing with the Auditor~General's Office in the preparation of
forms to ensure that they meet the reguirements of the Audit Act.

4,24 BAnother matter to concern the Chief Auditor in July 1978
was that adequate departmental instructions had not been
prepared in connection with the operations of the Scheme. In
evidence,® the Department admitted confronting problems with
which it could not cope immediately, including the documentation
of programs and procedures. These instructions have been
prepared since the Audit examination.?

21. Minutes of Evidence, p 52.

22, Minutes of Evidence, pp 165-169.

23, Minutes of Evidence, pp 33, 55.

24, A copy of the claim form design is included in Appendix 4C.
25, Departmental Submission, para 7.5

26. Minutes of Evidence, p 47.

27. Departmental Submission, para 7.15.
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Deficiencies in the ADP System

4.25 The Auditor-General was concerned with several deficiencies
in the ADP systems of the Scheme including the lack of adequate
documentation and the lack of authorization of program changes.
The Department stated? that, even in normal circumstances, its
ADP resources were fully extended and that trying to cope with
the Scheme as an additional project made it impossible to
document fully the whole program and procedures as the Scheme
was implemented. This difficulty was exacerbated by the rapid
turnover in staff which was occurring in the ADP programming
area of the Department at the time., The Department advised?®

that documentation of the ADP system had been completed since the
Audit inquiry.

4.26 On the lack of authorization of program changes, the Audit
Office blamed these together with the inadequate documentation
for deficiencies in the ADP system developed to process claims.
The Department responded® that although documentation and
authorization of changes were incomplete at the time of the
Audit inquiry, the changes were readily identifiable from the
program listings. The Department was unaware of any specific
example where the delay in documentation resulted in incorrect
processing and regarded® this lack of formal authorization as a
minor defective procedure.

4,27 The Committee was also concerned® about the nature and
extent of audit trails in the computer system. The Department
stated that the controls which were inbuilt essentially related
to the security of the data and involved passwords and error
messages, In commenting on the adequacy of these audit trails,
the Audit observer stated that the Auditor-General's Office

has for some time been advocating that there should be standards
for government accounting as applied to ADP. At present these

do not exist. In this respect, the Auditor-General's Office
regards the Computer Control Guidelines issued by the Canadian
Institute of Chartered Accountants as an authoritative
publication. It conforms with what is advocated by computer
societies in Australia. This publication suggests that the

ADP system should ensure the adequacy of management and audit
trails and that there should be some method of identifying and
locating the component file records and input/output documents
involved in the processing of a given transaction or in the
accumulation of a given total. The Auditor-General's Office
regards these as standards essential to an ADP system. In terms
of the broader issue of documentation, the Auditor-General's
observer stated that, as a matter for specification by standard,
systems should be documented, program variations should be author-
ised and responsibility within thé operation of ADP systems should
be divided to provide normal safeguards against illicit inter-
ference with systems.

28, Minutes of Evidence, pp 57, 158.
29. Departmental Submission, para 1.2.
30.  Departmental Submission, para 6.
31, Minutes of Evidence, p 184,

32, Minutes of Evidence, pp 185-186.
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Conclusions

4.28 Several aspects of the Beef Industry Incentive Payments
Scheme and its administration concerned the Committee.
Principally, the Committee concluded that the Department of
Primary Industry had been unable to anticipate the difficulties
with which it found itself confronted. In conceding® that it
had learnt from this experience, the Department said® that it
would be very wary in future of devising a scheme which relies
upon a particular ownership situation as a basis for payment.

4,29 whilst it is a matter for the Government to determine

the eligibility criteria for schemes devised to assist different
sections of the community, the Department of Primary Industry
faced problems similar to those which beset departments which
administer velfare and other benefits schemes for which payments
are made on. the basis of claims submitted. What has concerned
the Auditor-General and the Committee in this case has been the
inadequate prepayment checks to ensure the eligibility of
claimants and the validity of their claims. Whilst this was not
assisted by the Department's misinterpretation of the legisla-
tion, the difficulties involving staffing, form design and
documentation of the Scheme have led the Committee to conclude
that the Scheme was both conceived and implemented in haste.

4.30 Nevertheless the Committee is unconvinced by the
bepartment’'s claim® that had it had more time it could have
designed tighter procedures. The Committee's view is that the
Department should have ensured that the various implementation
aspects were proceeded with concurrently. This would have
involved the initial planning and documentation of the Scheme,
the consultation with other departments and authorities, includ-
ing those that may have had some experience in similarly based
schemes, and the testing, implementation and evaluation of the
procedures. Obviously, experience or information gained during
consultation, testing and evaluation could have been used to
provide feedback into the overall planning of the Scheme's
implementation. The Committee is not satisfied that this occurred
as it should. This is a situation that is coming before the
Committee too often. The Committee recommends that more
£lexibility be exhibited in providing adequate staff to meet
similar shoxrt-term needs.

4.31 To assist in any similar future situation, the Committee
recommends that several other basic procedures be adopted.
Firstly, legislation of this type should be carefully examined

33. Minutes of Evidence, p 147.
34. Minutes of Evidence, p 42.
35. Minutes of Tvidence, p l44.
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and the procedures developed to administer it should be

confirmed as conforming with the legislation. Secondly, when
claim forms are involved, these should be cleared with interested
departments and authorities, including the Auditor-General's
Office, to ensure that there is compliance with related
legislative requirements including the Audit Act and Finance
Regulations and Directions. Thirdly, to ensure adequate controls.
over ADP systems, accounting standards, including those £6r audit
trails in ADP systems, proposed by the Auditor-General's Office
should be mandatory. Fourthly, the Department of Finance should
consider the introduction of a more rapid stop-payment system
which would minimize subsequent recovery action arising from
duplicate and other over-payments. This should have applied not
only to this Scheme but should also apply to other .benefit
schemes where similar problems can arise.

4.32 For and on behalf of the Committee,

David M. Connolly,
Chairman

M.J. Talberqg,

Secretary,

Joint Committee of Public Accounts,
Parliament House,

CANBERRA,

19 October 1979
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APPENDIX 23

Exhibit 176/AGR/1
JOINT COMMITTEE OF PUBLIC ACCOUNTS

INQUIRY INTO AUDITOR-GENERAL'S REPORT 1977-78
SUBMISSION BY THE DEPARTMENT OF DEFENCE

LEASE CHARGES ON RAN PIPELINES AT FREMANTLE
ITEM 3.7.7

Introduction

1. The Auditor-General's Report 1978 at paragraph 3.7.7
refers to Navy owned pipelines jointly used by BP Australia
Pty Ltd at Fremantle WA. The report commented on the non-
collection of revenue from rental charges and the lack of
progress in renegotiating the agreement when the rental
charges were disputed by BP Australia,

Background

2. The Department owns oil pipelines in the port of
Fremantle which for many years have been jointly used by
BP Aust Litd on the basis of an annual rental payment by the
company .

3. These arrangements were largely the result of an
interchange of lettera with respect to the use and operation
of the pipelines.

4. Subsequently usage of the pipelines by BP Aust had
declined to the extent that in September 1969 the company
proposed reduced rental charges. This proposal was made to
the :oxmer‘ Department of Navy.

5. Audit reviews have since disclosed that charges
raised for the period 1965 to 1972 have not been paid in
full ‘'by the company as the appropriate charges payable are
in dispute. Réntal charges for the use of one section of
the system werelast raised in 1972 and for the other section
in 1974.
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Departmental Reply
6. The proposal BP Aust Ltd put to the Naval Officer-

in-Charge Western Australia Area in September 1969 in
respect of the pipelines was in three parts:

a. the rental to be paid by BP fqi‘ the use
(from 1965—1970) of the Navy pipeline
from Knutsford St Fremantle to 'H' Bexth
on Fiemantle Harbour; '

b. the rental to be paid by BP for the use
(from 1970-1974) of the Navy pipeline from
Knutaford 5t along Hampton Road to the
South Fremantle storage;

c¢. the charge to be made by BP for bunkering
Navy ships using BP pipelines (fxom 1970 -
1974). :

7. . The pipeline from Knutsford St to 'H' Berth
(paragraph 6a., above) originally extended to North Wharf

on the other side of Fremantle Harbour. The original rental
had been fixed, in 1954, at £1,000 a year and BP had paid
that amount until 1964. The proposal sought & reduction of
rental from 1965 in accordance with reductions in the length
of the line.

8. Rental for the Hampton Road pipeline (paragraph 6b.
above) was $1,500 per annum in 1969. BP proposed an annual
charge of $5,063 for the period 1 January 1970 to 12 December
1974 based on 134% of the replacement value of the line,
assessed by BP at $75,000.

a. , BP also proposed an-overall charge of $1.00 per ton

s bunkering HMA ships plus actual additional costs of
overtime. .

4 ..

10. The total proposal was examined by the Stores and

Accounting areas of the Department of Navy which recommended
some modifications and that the proposals be referred to the
then Department of Interior for negotiation of an agreement.

11, Following the Auditor-General's Observation in 1972,
BP was billed for rental of the pipeline detailed in
paragraph 6a. at the origlnal rentzl of $2,000 per annum:

an amount of $16,000 for the period 1965 to 1972. BP paid
$8,000 on 21 December 1972 pending a Departmental reaction
to its proposal described in paragraphs 6 - 9.

12, Following the 1978 Auditor~General's Reportan
investigation by the now reorganised Department of Defence
revealed that in the coftext of BP's total proposal it
appeared a nett balance was owing to the company., It was
established that no action had been taken to press BP for
payment of the $8,000 shown in the ledger as outstanding
against the company.

13. Discussions were therefore held between BP manage-
ment and the Regional Secretary Western Australia on 29

August 1978. The recommendations mentioned in paragraph 10,
formed the basis of the Regional Secretary's approach and
conclusions were reached on the proposals regarding the

rental of the Navy pipelines. Thése agreements have now

been: ratified and BP has decided fo pay all outstanding rentals
calculated in accordance with ‘those agreements.

14, The guestioh of bunkering charges payable to BP
awaits further discussions following preparation of a
detailed claim by the company.

Concluasions

1s. All outstanding charges have now been collected and
agreements for rental of the Navy pipelines ratified.
Moreover arrangements are being made with the Department of
Administrative Services and the Naval Officexr 'cémmanding‘
Western Australia to negotiate a period contract fixing
bunkering charges for the future.
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16. As HMA Ships MELBOURNKE, VAMPIRE and VEMDETTA
require the maintenance of Furnace Fuel 0il (PFO) stocks
at least until 1985, the South Fremantle Oil Puel
Installation must be retained. Since East Fremantle is

a Dieso storage both PFO and Dieso fuel lines are therefore
required to preserve minimum reliance on commercial
facilities.

7 November 1978
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APPENDIX 2B

Exhibit 176/AGR/2

JOINT COMMITTEE OF PUBLIC ACCOUNTS

INQUIRY INTO AUDITOR-GENERAL'S REPORT 1977-78

SUBMISSION BY THE DEPARTMENT OF DEFENCE

LEASE CHARGES ON RAN PIPELINES AT FREMANTLE

ITEM 3.7.7

Introduction

1. The Auditor-General's Report 1978 at paragraph 3.7.7
refers to Navy owned pipelines jointly used by BP Australia

Pty Ltd at Fremantlé WA. The report commented on the non~
collection of revenue from rental charges and the lack of
progress in re-negotiating the agreement when the rental charges
were disputed by BP Australia.

Background
2, The Department owns oil pipelines in the port of

Fremantle which for many years have been jointly used by BP
Aust Ltd on the basis of an annual rental payment by the
company .

3. These arrangements. were largely the result of an
interchange of letters with respect to the use and operation
of the pipelines.

4. Subsequently usage of the pipelines by BP Aust had
declined to the extent that in. September 1969 the company
proposed reduced rental charges. This proposal was made to
the former Department of Navy.

5, Audit xeviews have since disclosed that charges
raised for the period 1965 to 1972 have not been paid in full
by the company as the appropriate charges payable are in
dispute. Rental charges for the use of one section of the
system were last raised in 1972 and for the other section in
1974.
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Departmental Reply

6. The proposal BP Aust Ltd put to the Naval Officer-
in-Charge Western Australia Area in September 1969 in respect
of the pipelines was in three parts:

a. the rental to be paid by BP for the use
(from 1965-1970) of the Navy pipeline
from Knutsford St Fremantle to ‘H! Berth
on Fremantle Harbours

b. the rental to be paid by BP for the use
(from 1970~1974) of the Navy pipeline from
Knutsford St along Hampton Road to the
South Fremantle storage:

¢. the charge to be madé by BP for bunkering
Navy ships using BP pipelines (from 1970 ~
1974).

7. The pipeline from Knutaford St to 'H! Berth
{paragraph 6a. above) originally extended to North Wharf

on the other side of Fremantle Harbour. The originai rental
had been fixed, in 1954, at £1,000 a year and BP had paid
that amount until 1964. The proposal sought a reduction of
rental from 1965 in accordance with reductions in the length
of the line.

8. Rental for the Hampton Road pipeline (paragraph 6b.
above) was $1,500 per annum in 1969. BP proposed an annual
charge of $5,063 for the period 1l January 1970 to 12 December
1974 based on 13%% of the replacement value of the line,
assessed by BP at $75,000.

9. BP also proposed an overall charge of $1.00 per ton

for bunkering HMA Ships plus actual additional costs. of
overtime.
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lo. The total proposal was cxamined by the Stores and
Accounting areas of the Department of Navy which recommended
some modifications and that the proposals be referred to the
then Department of Interior for negotiation of an agreement.

11, Following the Auditor-General's Observation in 1972,
BP was billed for rental of the pipeline detailed in

paragraph 6a. at the original rental of $2,000 per annum:

an amount of $16,000 for the period 1965 to 1972, BP paid
$8,000 on 21 December 1972 pending a Departmental reaction

to its proposal described in paragraphs 6-9.

12. Following the 1978 Auditor-General'’s Report an
investigation by the now reorganised Department of Defence
revealed that in the context of BP's total proposal it
appeared a nett balance was owing to the company. It was
established that nc action had been taken to press BP for
payment of the $8,000 shown in the ledger as outstanding
against the company.

13, Discussions were therefore held between BP
management and the Regional Secretary Western Australia on

29 August 1978, The recommendations mentioned in paragraph
formed the basis of the Regional Secretary's approach

and conclusions were reached on the éroposalg regarding the
rental of Navy pipelines. The arréngements have been agreed
to orally and it has also been agreed to offset all outstanding
rentals calculated in accordance with those agreements against
bunkering charges owed by the Commonwealth to BP, A claim for
bunkering charges'is curréntly being prepared by BP and the
amount'is‘expected to be in the vicinity of $95,000.

Conclusions

14. Action is being taken to offset outstanding charges
for rental owed to the Commonwealth against the much larger
bunkering charges payable to BP currentl§ being assessed ﬁy
the Company. The oral agreements reached for the rental of
Navy pipelines will be formalised in writing.
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15. As HMA ships MELBOURNE, VAMPIRE and VENDETTA
require the maintenance of Furnace Fuel 0il (fFO) stocks
at least until 1985, the South Fremantle Oil Fuel
Installation must be retained. Since EBast Fremantle is a

APPENDIX 2C
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required to preserve minimum reliance on commercia. SEPORT OF THE AUDITOR-GENERAL 1978-79
2.5,10 References Continued from Previous Reports

facilities. Lease Eﬁarges on RAN FIEeI'{nes at Fremantle

Paragraph 3.7.7 of my 1977~78 Report referred to the joint

use of a fuel pipeline system at Fremantle, Western Australia,
by the RAN and an oil company, and to the non~collection of

26 January 1979 revenue due by way of rental payments by the company.Reference

was also made to the absence of a legally enforceable agreement

and to prolonged delays in deciding on an agreed basis of

charge and in the collection of the revenue involved,

Audit reviews during 1976-79 disclosed that negotiations
continued between the parties and agreement was reached

on terms of settlement. Settlement was effected on 9 April
1979 and involved the payment of revenue previously not
collected, offset in part by revised charge arrangements

for the bunkering of RAN ships by the oil company concerned.
Subsequent examinations by the Department and my officers
indicated exrors in the calculation of the settlement amount.
In August 1979 the Department advised details of action for
final -settlement,

The issue was the subject of an inquixy conducted. during the
year by the Joint. Committee of Public Accounts.
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APPENDIX 3A

Exhibit 176/AGR/6

JOINT COMMITTEE OF PUBLIC ACCOUNTS

INQUIRY TNTO THC AUDITOR-GENERAL'S REPORT, 1977-78
SUBMISSION Y THE DEPARTMENT OF EDUCATION
PARAGRAPH 3.8.1. TERTIARY EDUCATION ASSISTANCE SCHEME
ELYGIDILITY CHECKS

PROCESSING CYCLE FOR APRLICATIONS

4. Under the Regulations to the Student Assiestance Act 1973,
assistance under the Tertiary Education Assistance Scheme may be
provided for only one year at a time. Students must submit a
fresh application, therefore, at the beginning of each yzar of
their course in order to have their academic progress checked,
eligibility re-assesscd, the means test applied, and assistance
continued. In 1977, 116,844 applications were processcd, and
Dy the end of the September this year, 116,776,

2. »application forms are usually made available in November
each year and are completed and returned by students to State
Ofiices of the Department mainly in the ensuing four-five months.
The period January-April in State Offices is one of peak
activity in which overy effort is made to assess applications,
advise students of their entitlemonts and wherever possible begin
payment of allowances by the commencement of the next acadeinic
year., To this end, officers are not normally permitted to take
holiday leave, overtime is worked and manpower resources are
increased by some 20% through the acquisition of seasonal staff,
during the peak period. 0f the 116,776 applications received
to the end of Septenber 1978, 112,520 or 96% were received in
the January-April period.

3, School-lcavers secking assistance for the first time are
asked in publicity docunentation not to submit application
forms until they have enxolled at an appropriate instituticn and
can provide the name of their proposed course and subjects to
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be attempted. For continuing students, details of examination
results for the preceding year together with details of proposed
course for the following year, must be provided. All applicants
are required to declare that information given in forms is
correct, they are warned that it will be checked and that the
penalty for providing misleading information is $100.

4. When applications are first received in State Offices,
checks are made to ensure that duplicate applications have nct
been lodged for assistance under other schemes administered

by the Department. As part of initial assessment and prior to
conmmencement of allowance payments, information contained in
forms is subjected to a series of cross checks to ensure it is
logically consistent, and supporting statutory declarations
examined. Rejected or suspicious forms are promptly followed
up with students. These checks are set down for asgsessors in

a document titled Minimum Requirements for .Processing Application

Forms, a copy of which is attached.

5. During the off peak period, after initial assessments
have been completed and payment of allowances commenced, the
Department conducts a wide range of checks to verify information
supplied by students in their forms. These checks involve
liaison with tertiary institutions, other Commonwealth
Departments such as the Department of Social Security and the
Taxation Office, and in certain instances require students to
produce objective documentation such as birth and marriage
certificates. consequently, the checks take several months
to implement and finalise. A list of the 1978 checks is
attached, Both these and the Minimum Processing Requirements
are marked CONFIDENTIAL for obvious reasons and it would be
appreciated if they could be so regarded by the Committee.

FRAUDULENT -APPLICATIONS

6., In 1977 an attempted fraud in Victoria and Westexrn
Australia was discovered by departmental officers. Subseguent
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action by Commonwealth Police led to the arxest of two persons
who have been convicted and sentenced to thxee months
imprisonment.

7. In May 1977, fourteen bogus applications were lodged with
the Victorian Office of the Department. Nine of them wexe
rejected at initial assessment stage. In view of the
similarity of a number of features of the rejected applications,
a full scale investigation was carried out and a further five
applications were discovered. While this latter group had
satisficd the checks, they were intercepted prior to payment
and as reported by the Auditor-General, no payment of allowance
on behalf of the bogus applications was made.

8. When Commonwealth Police established that the pexsons
thought to be involved in the fraud had moved to Western
Australia, an investigation was carried out in the Department's
Office in that State which yielded a further two bogus
applications. Both had already been rejected duxing initial
assessment and were being followed up by departmental officers.

9, It should be noted that the majority of bogus applications
were discovered through checks applied by the Department at the
stage of initial assessment, and no payment of allowances made.
With regard to the five applications in Victoria which satisfied
the checks, the Auditor-General's Office has acknowledged in
correspondence with the Department that these cases would have
Been detected later by the verification checks outlined in
paragraph 5. above..

MATTERS RAISED BY AUDITOR GENERAL
10. In June 1978, the Auditor-General wrote to the Department
suggesting that in ordexr to detect fraudulent applications as
early as possible, and reduce the possibility of overpayment‘s,
consideration should be given to introducing procedurxes to
a) verify the existence of each applicant prioxr
to payment of allowances
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b) verify enrolment of each applicant in an approved
course prior to payment of allowances, and.

¢} ensyre students continue to attend institutions
regularly whilst in receipt of assistance.

11. Existence of Students. In response to the Auditor, the
Department advised that it attempts to verify the existence of
applicants by the largely controlled distribution of
application forms. Continuing students, who make up some
55% of grantees, are subjected to the checks outlined in
paragraphs 4 and 5 above, including confirmation of enrolment
and verification of examination results, in the first year of
their course. Having had their existence established, in
subsequent years numerically coded application forms are
mailed directly to them on an individual basis.

12. In regaxd to school-leavers, forms are mailed directly to
final year secondary students who have registered with and had
examination xesults checked by, Tertiary Education-Admission
Centres in New South Wales, Queensland and Western Australia.
In the A.C.T. and Tasmania there are no admission céntres,

and in Victoria and South Australia centres do not cater for
students proceeding to tertiary study in the T.A.F.E. and non~
government sector, In these States and the Territory forms
are delivered to institutions for completion by students at
enxolment. time. School leavers make up 40% of grantees.

13. The remaining 5% of grantees are non-continuing students
vwho were also not in their final yeaxr of secondary schooling
immediately preceding the commencement of tertiary study. For
example, they might be resuming study after several years in
the workforce, have transferred from interstate, or be returning
to study as a matuxe entrant after raising a family for several
years. To cater .for these students supplies of application
forms are placed at institutions.

14. To test the Auditor-General's contention that. fraudulent
applications were most likely to come from groups required
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to obtain forms from supplics distributed to institutions,
the pepartment conducted a pilot study in South Australia.
All non-~continuing students including the 5% mentioned in
para. 13. were checked against special lists provided by
the South Australian Public Examinations Board, the Tertiary
Education Admission Centre, non-government colleges and
enrolment records at universities, colleges of advanced
educaticn and technical and further education institutions.
The existence of all 3,424 students in these categories has
now been ve_riﬁied and not one bogus application discovered.

15. The Department endorses the general conclusion drawn by
the Auditor~General in his Report that controlled distribution
of applicaion forms does offexr some protection.

16. CONFIRMATION OF ENROLMENT.

In correspondence with the Department the Auditor-General's
Office stated that. it considered the only effective check
on existence of students was for applicants to produce
evidence of enrolment in a tertiary institution prior to the
first payment of allowance. The .Department is unable to
agree to this suggestion because such a procedure was attempted
in 1974 and found to be unsuccessful for the reasons set out
hz;low. It should be noted that under the scheme students
must declare not only that they are enrolled but also the
individual subijects to be attempted so that assessors can
determine whetheor they are attempting a full time load as
required under the Régul‘ations. The key problems with
the procedure were -

a) the procedure was -of dublous value in that enrolment
periods closed up to 4-5 weeks in advance of the
fixst day‘ of lectures but studehts were then permitted
to. vary envolments, particularly in terms of subjects
to be attompted, 'well into first term. In essence the
proceduxc gave no assurance at ali that students had
commenced the course proposed in their forms.
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b) significant numbers of students did not follow
the procedure set down in that they failed to
provide details of subjects proposed in the course
to be undértaken, or omitted to have enrolment
details endorégd by institution authorities, or
misplaced the enrolment docufient which was a tear
off section of the application form. Consequently
substantial follow up action had to be taken which
interrupted and delayed processing and payment
activity, which in turn generated further enquiries.

17. Because of these problems, it was decided to eliminate the
students' role in the procedure, and defer the ch_eck until
such time as enrolments had been firmed up for the year ‘and
the students were 'attending courees. The outcome is the
present procedure wherxeby confirmation of enrolment in approéved
subjects and existence of students is established in April (and
Septembexr) each year by. the Department through direct contact
with institu}:-ions‘. While this check is neéessarily conducted
after payments of allowance commence, it should be noted that
in 1977, 87,167 grantees had their enrolment data checked

and not one bogus application was discovered.

18. In previous years, students who discontinued study prior to
April were not included in the check. The Department agrees
with the Auditor~General's suggestion that they should be,

and this has been done for 1978 and will be done in future years.

19. CHECK ATTENDANCE REGULARLY.

In correspondence the Auditor-General's Office also pointed
out that checks conducted by the Department do not ensure that
students continue to attend institutions whilst allowance
payments continue. In a large number of university and
college of advanced education courses, attendance at all
classes is not compulsory and xccords are not kept. Attempts
by the Department to carry out attendance checks at certain
technical colleges in 1975, on » txial basis, were texrminated
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because attendance was recorded on an irregular basis and
recoxrds were found to be unreliable.

20. Students are advised in publicity documentation, and by
reminder inscerts distributed with allowance cheques twice
per ycar, of the necd to advise the Department immediately
whenever they discontinue study, and the penalty under the
Regulations. for failing to do so. In addition, enxolment
checks are conducted twice per year and follow up action
taken on those who are recorded by institutions as not
sitting for examinations, but who did not advise the
Department they had discontinued study.

CONCLUSION

21. The Department wclceomes the suggestions for amendments
to its checking and verification procedures suggested by the
Auditor-General's Office, Co-operation in evaluating
procedures will continue and improvements introduced wherever
possible.

22. As mentioned earlier in the submission, the Deparxtment
conducts checking operations, both prior to commencement of
payment of allowances and on much larger scale during the
yeax. These arrangements have proved effective in preventing
major fraud and should continue to do so.

23, While the Department agrees, in principle, that it is
desirable to check as much data as possible prior to allowances
being paid, there are practical limits. Given the limited

time available between the time when a student can apply for
assistance and the commencement of term, increased checking

prior to payment will inevitably create delays in assessment

and payment of allowances. The Department is faced therefore

with the problem of balancing the requirement for checking

against the requirement to readily provide assistance to needy
students, the vast majority of whom checks have shown“to be: honest.
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24, For 1979 the Department is considering two further
measures., Firstly all students will be required to entexr
on their application forms the identity nunber allocated
to them by institutions at; enrolment time. Acquisition
of the number by the Dgpartment will facilitate exchange
of data for checking purposes with institutions and may
also act as a deterrent to fraud, Secondly the frequency
with which reminders are sent to students during the year,
drawing attention to their obligations will be increased.

Department of Education 3 November 1978
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APPENDIX 3B

Exhibit 176/AGR/S
JOINT COMMITTEE OF PUBLIC ACCOUNTS
INQUIRY INTO THE AUDITOR-GENERAL'S REPORT, 1977-78
SUBMISSION BY THE DEPARTMENT OF EDUCATION

PARAGRAPH 3.8.4 OVERPAYMENTS -

STUDENT ASSISTANCE SCHEMES

GENERAL

1. The Department is pleased to be able to confixm the Auditor~
General's observation that within the 1977-78 financial year the
number of unrecovered overpayment cases undexr student assistance
schemes has been reduced, thereby reversing the growth trend of
previous years. In the financial year 1976/77 the number of
unxecovered cases rose from 6051 at 30 June 1976 to 9174 at

30 June 1977, an increase of 52%. By 30 June 1978 however, the
number of unrecovered cases had beenreduced to 8661, which is a
drop of 6%.

2. 'The Department shares the Auditor-General's concern that the
amount of unrecovered overpayments has risen from $2.4 m at

30 June 1977 to $2.6 m at 30 June 1978, an increase of 8.3%.

This growth reflects the 9.6% increase in total expenditure on
student assistance from $186.8 m in 1976/77 to $204.9 m in
1977/78, and the higher average benefit per student provided
under a numbexr of schemes, Overall, however, the amount of $2.6 m
unrecovered at 30 June 1978 is. only 1l.3% of total student
assistance expendituxe for 1977/78, which represents no growth on
the situation for the preceding financial year when the unrecovered
amount of $2.4 m was also 1,.3% of total expenditure.

RECOVERY OF OVERPAYMENTS

3. The Depaxtment makes diligent efforts to recover overpayments
and would emphasise that the amount of unrecovered overpayments
does not represent money lost to the Commonwealth for all time.
During the £financial yeaxr 1977/78, $1.55 m was returned to

Revenue from student assistance sources. This amount is equivalent
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to 64% of the $2.4 m outstanding at 30 June 1977. Similarly in
the three months July, August, September 1978, some $574,500 has
already been repaid, representing 22% of the $2.6 m unrecovered
at 30 June 1578.

4. In the longer texm, additional moneys will be recovered thxough
the Department’s long standing policy, which has been endorsed

by successive Governments, of permitting students to repay over~-
payments by regular instalments while continuing with their studies.
This is done on the understanding that when the course is completed
and employment obtained, the instalments would be increased. Of
the 8661 unrecovered overpayment cases at 30 June 1978, 2765 or

32% are being repaid by instalments. The remainder are at various
stages of the recoveries process.

5. The practice of pexmitting repayments by instalments makes it
inevitable that there will always be unrecovered overpayments.
Furthermore the numbexr of unrecovered cases at any time will
contain the cumulative effect of carrying over instalment cases
from year to year. Nevertheless, the Department firmly believes
that the practice of permitting repayments by instalments is the
most effective way of maximising recoveries.

6. While the Department will continue to make efforts to reduce
the incidence of overpayments wherever possible, the major causes
of overpayments continue to be beyond the Department's immediate
econtxol. Of the 8661 cases of unrecovered overpayment at. 30 June
1978, 5985 ox 69% wexe brought about by students failing to
commence their proposed course, discontinuing it, or transferxring
to part-time study and not promptly advising the Department. The
following table shows the major causes of unrecovexed overpayments.

Cause No, of Proportion
cases %

1. Student failed to commence

prxoposed course 296 3.4
2. Discontinued course 5219 60,2
3. Reduced study load to part-time

status 470 5.4
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4. BAccepted another award 334 3.9
5. Entered a bonded arrangement

with future employer 146 1.7
6. Parental income found to exceed

income declared in application form 400 4.6
7. Student's income exceeds

permissible limit. 428. 4.9
8. Data (other than parental income)

declared on form found to be 143 X.7

incorrect
9. Departmental error 615 7.1
10. Death of student 13 0.2
11, Brothexr/Sister cease study, thereby

terminating means tést concession 86 1.0
12, Other 511 5.9
TOTAL 8661 ioo

IMPROVED PROCEDURES

7. In his Report for 1976-77, the Auditor-General indicated
that the Department had introduced measures which had resulted
in a significant improvement in internal control. The
Department has recently reviewed its Recoveries system and as
a result new measures, based on improved computer techniques
will be intrxoduced in 1979. These should provide greates
internal control, closer monitoring of ovexpayments and more
efficient recovery action.

8. At the beginning of 1978, a new measure of making payment

of allowances mainly in arrears was introduced. The aim was

to reduce both the magnitude and incidence of overpayments. The
Department believes that this measure has significantly contrxibuted
to the reduction in the number of cases recorded to 30 June 1978
and that further improvements will be forthcoming over the next
twelve months.

9. Two further measures are being developed for introduction
in 1979. At present students receive with theixr monthly
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allowance cheques in April and September a reminder insext
drawing attention to the need to advise the Department
immediately their personal circumstances or study plans

chanye. An examination of the possibility of improving the
impact of these reminders is cuxrrently being made and the
frequency of distribution will ke increased. Secondly, for

the first time, students will be required to provide on

their application. forms for 1979 the identity number allocated
to them by the institution at which they are preoposing to
study. This measure will erable the Department to more readily
vez_'ify student data with institutions, and reduce the possibility
of fraudulent applications.

Department of Education 3 Novenler 1978
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APPENDIX 3C

DEPARTMENT OF EDUCATION

1. Text of Student Declaration on TEAS Application Form

I, seeeeccnscnsssncnernccscnces OF tuveseeeronsacnvnsnssososcanee
{Name)
esesesrssereessae

(Address)

declare that the information supplied by me on this form is complete, true
and correct in every particulax, that I have not omitted any relevant
information and that the Commonwealth: Department. of ion has my ty
to obtain or verxify any information relevant to my appucation for Tertiary
Education Assistance from any organisation or individual. I acknowledge that
each payment made to me will be a payment by way of an advance on account of
benefits that may become payable to me, and that my of each ad:

srsecssevsss

will p by me of all ralevant conditions attaching
to such payment.,

I make this declaration in the knowledge that under regulation 91 of the
Student Assistance Regulations, the furnishing in or in connection with. an

application for Textiary Education Assistance of information. that is false or
misleading is an offence, the penalty for which is $100.

Dated this soasecersrrosvcorsssceee JAY OF tovesrerccsssvnsossoosscnseeluoss

Signature of Student ..

R T Y R PR R PPy
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2.

4.

Text of Reminder Notice sent to Recipients of TEAS Benefits

TERTIARY. EDUCATION ASSISTANCE SCHEME

IMPORTANT REMINDER

Your allowance was calculated and has continued on. the bagis of details
supplied in ycuz applicution fom. .Yau undertook to advise the
of’ these details varied.

Bxperience has shown that students commonly forget to advise us. when
they:

(1) Discontinueé study (last date of attendance at lectures should
be advised).

(2) Change enrolment (including a change in any subject).

{3) Accept another award, scholarship or bursary.

(4) Earn more. income than they estimated in the applicaton
form (this also applies to dependants and siblings).

(5) Change thelr permanent home address.

Pailure to adviu the Commonwealth Pepartmént of Education may lead
all to which they are not entitled.
.’[’haae moneys must be refunded.

To avoid possible prosecution action, you should advise the Commonwealth
Department of Education immediately of any changes to your clrcumstances
which might affect your entitlement to the allowance. A full list of
your obligations as grantees under the scheme is set out in the
Information Booklet fox the schéme and: in the information. brochure
which was forwarded with your assessment advice.
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APPENDIX 4A

Time table of events leading to initial payments undexr the Act

on 21 September 1977, a Cabinet Decision was made to under-
take a series of assistance measures to the beef industry.
This Decision included the incentive payments scheme together
with other schemes;

on 22 September, details of these assistance measures vere
announced to the House of Representatives by the Minister
for Primary Industry;

on 13 October, a Cabinet Decision was made agreeing the
details of the Scheme. On the same day, the details were
announced® by the Minister;

within days, legislation drafting instructions had been
prepared by the Department and forwarded to Parliamentary
Counsel;

on 21 October, the ADP system design and programming
commenced;

on 25 October, initial draft legislation was received from
the Parliamentary Counsel and the claim form and explanatory
leaflet designs were to have been finalised:

by 31 October, the final draft Bill had been prepared;

by 1 November, 200,000 claim forms and 100,000 leaflets
were to have been printed;

on 2 November, the Bill was introduced in the House of
Representatives by the Minister;

by 8 November, the remaining claim‘ forms and leaflets were
to have been printed;

on 9 November, the Bill passed its final reading in the
Senate;

on 10 November, the Act received the Royal Assent;

by 18 November, operative ADP systems wexe to have been
developed;

by 24 November, claim forms and explanatory notes were
posted to beef producers;?

on 1 December, the first 100 payments were made;* and
on 2 December 1977, the systems were completed.

1. Press Release PI 77/203 by the Minister for Primary Industry,
13 October 1977.

2. Press Release PI 77/232 by the Department of Primary Industry,
14 November 1977.

3. Press Release P 77/252 by the Minister for Primary Industry,

30 November 1977.
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Press Releases and Statements concerning the Scheme

. 22 September 1977, Press Release PI 77/184 by the
Minister for Primary Industry;

. 29 September 1977, Press Release PI 77/194 by the
Minister for Primary Industry;

. 5 October 1977, Government Initiatives in the Rural
Sector, statement by the Minister for Primary Industry;

B 6 October 1977, Question without Notice to the Minister
for Primary Industry;

. 13 October 1977, Press Release PI 77/203 by the Minister
for Primary Industry;

. 2 November 1977, Second Reading Speech by the Minister
for Primary Industry:

. 14 November 1977, Press Release PI 77/232 by the
Department of Primary Industry; and

. 30 November 1977, Press Release PI 77/252 by the
Minister for Primary Industry.
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Exhibit 176/AGR/9

JOINT COMMITTEE. OF PUBLIC ACCOUNTS

INQUIRY INTO THE AUDITOR-GENERAL'S_REPORT 1977-78

SUBMISSION BY THE DEPARTMENT OF PRIMARY INDUSTRY
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BEEP_INDUSTRY INCENTIVE PAYMENTS SCHEMPE

1. INTRODUCTION

1.1

The Auditor-General in his Annual Report 1977-78 has

drawn attention to the following aspects of the Department's
administration of the Beef Industry (Incentive Payments) Act

1977:~
1.1.1

1.2

whether the entitlement. of certain applicants to
receive payments in certain ownership situations,
as determined by the Department, was in
accordance with the legislation,

deficiencies in the ADP system due to inadequate
documentation, some lapses in controls associated
with the processing of claims and the adeguacy of
the investigation program.

In respect of these matters raised the Department has

taken the following action:-

1.2.1

1.2.2
1.2.3

legal advice has been obtained from the
Attorney-General's Department regarding the
application of the eligibility clauses of the
legislation. As a result of the advice the
Department has reviewed the basis for determining
the eligibility of related claims and is making
the ADP system changes necessary to ldentify
those claims which now require re-assessment,

documentation of the ADP system is now complete,

in relation to controls in the processing of
claims remedial action has. been taken where
congidered necessary,

the Department regards the investigation function
as an important part of the Scheme's operation.
Extensive pre~payment investigations are not
possible due to the magnitude of the Scheme, its
nature and the need for minimal delays in
processing claims, however post-payment
investigations are being directed to the
validation of claims. It is proposed that
post-payment investigations will continue for
some time after the processing of claims has been
completed. ADP programs are utilised to
highlight those claims which prima facie indicate
the need for investigation and validation.
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2. ADMINISTRATIVE APPROACH

2.1 In designing the administrative systems to process
claims lodged under the Beef Industry (Incentive Payments) Act
1977 the Department was mindful of the following factors:-

2.1.1 the purpose and intent of the legislation which
was to help alleviate the cash flow position of
beef producers while serving the national
interest by maintaining essential animal health

activity,
2.1.2 the particular requirements of the Act,
2,1.3 the desire of the Government for the early

implementation of the Scheme and minimal delays
in paying claims,

2.1.4 the magnitude of the Scheme in terms of the
number of claims expected to be lodged, and

2.1.5 the need for administrative controls to comply
with the provisions of the Audit Act, Regulations
agdiFinance Directions in the processing of
claims. ’

3. APPLICATION OF LEGISLATION

3.1 Because of doubts which arose in connection with some
of the more complex partnership claims, advice was sought from
the Attorney-General's Department on the system which the
Department had adopted in administering the Act and on the
application of the Act to certain specific situations. The
claims which gave rise to these doubts were those involving
joint owners and partnerships. The claims were for different
herds with varying ownership categories but with one or more
common partners. In some instances members of partnerships
were also owners of individual herds in their own right.

3.2 The advice sought has now been received from the
Attorney~General's Department and while it has been confirmed
that the basis adopted for administering the Act is reasonable,
the advice does contain interpretations of certain sections of
the legislation which differ from the interpretations.adopted
by the Department. The application of the principles in the
legal opinion is expected to give rise to some overpayments and
some underpayments.
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3.3 The major points made in the Attorney-General's advice
to the Department were:~

3.3.1 once a beef producer has been paid a total of
$2,000 by virtue of a single owner c¢laim and/or
any other claim(s) lodged under another ownership
category, no further incentive payments may be
made directly to that beef producer,

3,3,2 . where all members but one of a partnership are
ineligible to receive further incentive payments
then the effect of the operation of section 6(5)
of the Act on a claim from that partnership is to
leave that one member standing alone as the
"sole" owner and the incentive payment should be
made to him provided the other requirements of
the Act have been fulfilled,

3.3.3 the Act is not concerned with what happens to
moneys after they have been paid to eligible
persons even. though the division of payments
among partners after receipt could result in a
producer receiving more than the maximum $2,000,

3.3.4 there is nothing.in the Act which requires claims
to be processed in any particular order. However
when a number of "related” claims (i.e, claims
which are linked by a common owner or part-owner)
are being processed together, those claims should
be processed in an order which allows the
greatest benefit to beef producers. The reason
for this is that the Act may be characterised as
beneficial legislation,

3.3.5 the Department is not required to re-examine
already processed claims to determine whether
they are related and thus whether by processing
them in a different order greater payments could
have been made.

4. To give effect to the above advice the ADP system is
being re-programmed and additional data is being input to the
computer to identify the claims requiring re-assessment. Due
to the volume of this data it will be some time before it is
known how many claims will require adjustment, either because
of over payments or under payments. New claims received are
being processed in accordance with the advice received from the
Attorney-General's Department.

5. ATTACHMENTS

5.1 A copy of the Claim Form and Explanatory Notes
together with copies of the correspondence between the
Department and the Attorney-~General's Department concerning the
interpretation of the legislation are attached. (Appendices
1toD.
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6. ADP SYSTEM

6.1 “The Report. of the Auditor-General 1977-78 contains the
following reference in connection with the Scheme's
administration-

"deficiencies in the ADP system developed to process
claims because of inadequate documentation and lack of
authorisation of program changes®.

6.2 At the time of the examination of the administration
of the Scheme by officers of the Auditor-General's Office
documentation of the ADP system was not complete and program
changes made had not been formally authorized, although they
were readily identifiable from the program listings. This
situation was brought about by the limited programming
resources available to develop the ADP system within the time
available and the turnover in programming staff that occurred
in the first few months of the project.

6,3 Documentation of the system has since been completed
and the program changes made are being summarised for
authorisation by management. The Department is unaware of any
specific examples where the delay in documentation resulted in
incorrect processing,

7. CONTROLS

7.1 In the Report of the Auditor-General 1977-78 reference
is made to the following matter which was referred to the
Department for comment on 21 July 1978 -

*some lapses in controls associated with the
processing, examination and payment of claims and
non-compliance with Pinance directions relating to the
receipt. and control of public moneys",

The major items referred to the Department for comment under
this category are discussed in paragraphe 7.2 to 7.15,

7.2 Receipt and Control of Pubiic Moneys

The particular matter ralsed was the lack of a
remittance book to record returned. chedques recelved through the
post. The correct procedure is now being followed.

7.3 Cextification of Accouhts

7.3.1 In his memorandum to the Department dated
21 July 1978 the Chief Auditor commented as
follows -
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"Section .34 of the Audit Act requires among
other things that before certification the
account "must be correct in every
particular®, that the expenditure involved
is in accordance with the laws and
regulations applicable thereto and that the
correctness of every account in regard to
rates of charge and faithful performance of
the services charged shall be certified.

Although certain information needed to be
supplied on the claim form and a declaration
given by either a Tax Agent, Bank Manager or
Town/Shire Clerk that the claimant was a
beef producer your advice would be
appreciated as to how the responsibilities
placed upon the people required to give
certificates under Section 34 of the Audit
Act can be discharged.”

7.3.2 In its reply to the Chief Auditor dated 1 August
1978 the Department commented as follows-

"The Scheme's administrative systems and
accounting controls were designed by the
Department having been given predetermined
covering legislation and clear directions on
the purpose and intent of the Government's
initiatives in introducing the Scheme. It
is not possible therefore in any discussion
of the Scheme's administration to put aside
the unique nature and objectives of the
Scheme. The certificates under Section 34
of the Audit Act are issued on the basis of
the information provided and declared in a
witnessed statement by the claimant and
supported by one or more declarations
including a declaration by a Registered Tax
Agent, Bank Manager or Shire or Town Clerk.
Due to the magnitude of the Schere it is not
administratively or economically feasible to
require further evidence that a claimant has
satisfied the legal requirements of the
Scheme in the normal course."

7.4 Person Incurrtng‘Engnse - 5.34(5) Audit Act

7.4.1 In his memorandum to the Department dated 2L July
1978 the: Chief Auditor commented -
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“"Bven though the claim form has provision
for the signature of the 'Person Incurring
Expense' the forms are not signed and it is
understood that no such appointment has been
made.”

The Department's response to the Chief Auditor in
this matter dated 1 August 1978 was as follows -

"Because of the lead time required for
printing and distribution of the claim form
and because of Government directives for
payments to commence in the first week in
December the Department had to finalise the
design of the claim form before some of the
detailed systems and procedures design had
been completed. One such area was the
system for the provision of certified
accounts to the Department of Finance and
the subsequent production of cheques. It
was not clear at the time when the forms
design had to be concluded whether the
certification and payments processes would
be handled on a manual or computerised basis
and provision for the signature of the
*Person Incurring Expense' was left on the
reverse of the claim form in the event that
a manual process would be adopted. As you
are aware the system finally adopted
included the production of a composite Form
18, covering Form 22A authorisation and
provision of payment details on magnetic
tape for cheque production. The
certification provided by the Certifying
Officer on the composite Form 18 is made
"within the meaning of Section 34 of the
Audit Act (as amended)" and therefore covers
the certification required in respect of
Section 34(5) of the Audit Act; the amended
Form 18 was approved by the Department of
Finance".

7.5 Design of Claim Form

In his memorandum to the Department dated 21 July
1978 the Chief Auditor commented -

“Certain weaknesses have been noted in the
design of the claim form which it is felt
could result in the supplying of misleading
information:

74

(a) the eligibhility guidelines at the top
left of page 1 state that "...
partnershipe and trusts will be trested
as single owners which inferz that
partnerships will be treated as
entities; the legislation however does
not recognise partaership but only
joint ownership

{b) no indication is given that beef
producers owning cattle jointly are
required to be paid jointly for those
cattle

{c) the column requesting dates infers that
date of purchase of supplies is
requircd rather than date of treatment
in order to determine eligibility

(@) "Total cattle treated" appears to be
the sum of the column "No. of cattle
treated". As the items are not
necessarily exhaustive it is possible
that cattle couid be double counted."

The guideline on the claim form referred to in
(a) above states - "Companies, partnerships and
trusts will be treated as single owners"., This
statement 1s in accord with statements made by
the Minister for Primary Industry when the Scheme
was f£irst announced and on subsequent occasions.
It is also in accord with the system which the
Department had originally adopted to process
claims and was based on the Departmental
interpretation of the legislation and the purpose
and intent of the Act. 1In respect of claims from
partnerships the guideline is now incorrect in
the light of the legal advice received from the
Attorney-General's Department. The advice does
not alter the treatment of claims from companies
and trusts.

In respect of items (b), (c), and (d) above the
Department replied to the Chief Auditor on
1 August 1978 in the following terms:-

"The Department does not believe that there
is a requirement to include on the claim
form an indication that beef producers
owning cattle jointly are required to be
pald jointly. The form contains a
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declaration (Declaration A) to be completed

7.6.2 The effect of (a) and (b) was seen by the Chief
by a person making a claim on behalf of a Auditor to be a weakening of the use%ulness of
company, partnership or trust and this both. the postcode and name reports produced by
reguires the claimant to list the persons the computer system in determining the
who were the owners of the subject cattle. eligibility of related claims for payment.
it is conceded that the "Date(s)” column can 7.6.3 In processing claims under the administrative
be interpreted as the gatg of Pnghase °ft systems originally implemented by the Department
5“g911°5 rather ghag tle ate °t grzat@gg . it was not considered necessary to input the
Un irtunatelyhth 8 iauft was no ietcg e a complete details of all members of partnerships
until after the céa n °”T "is pr 2 ed and. as listed in Declaration A as each different
costs prevented t e‘:e-gr nting an ownership category was regarded as an entity and
re-distribution of the form. afglaim unde§ onedcategozy washnot determined to

affect a claim made under another category.
The "Total Cattle Treated” box °°“}d be a flowever consistency was maintained in tha{ where
interpreted as"the‘sum of the entries mad$ the names of the partners exceeded the number of
in the column "No. of Beef Cattle Treated". characters available in the relevant field in the
However this is an area which is subject to computer record the trading name of the
close scrutiny by the Examiners and partnership was used.
Assessors and tge design E?ult isigfgsit tg
a large degree by the detail provided in the :
claimgnt% declaration at the oot of page 1 7.6.4 with the receipt of the legal opinion from the

relating to the number of cattle which are
the subject of the claim. Further, the
results of Internal Audit investigations and
the Scheme's investigations in this area
have revealed minimal misinterpretation of
the information required."

Attorney-General’s Department referred to in
paras 2 and 3 above the basis originally adopted
to determine the eligibility of related claims
has been changed and as indicated in para 4 the
complete details of all members of partnerships
is now being input to the computer to give effect
to the legal advice.

7.6 Prepunch Edit 7.7 Checks Performed by the Investigation Officer

7.6.1 In his memorandum to the Department dated 21 July 7.7.1 In his memorandum to the Department dated
1978 the Chief Auditor commented - 21 July, 1978 the Chief Auditor commented -
"To enable the provisions of the Act to be "
met administrative conditions require a list Igczsiiggziﬂ:gtbgg?géglwi:ezggzigegylghe
of partners of a partnership (including paragraph 3 above. A prior control uses the
unincorporated pastoral companies) to be examining of the SORTS for duplicate
listed at Declaration A. Audit examination payments. Audit investigation indicates
indicates that treatment of the partners that to date examination has covered those
names 1s inconsistent as regards edit prior cases. listed in the SORTS to March 1978. As
to keying e.g. ét is understoog that no furthir action ?as
: een taken on these for some time, when is
(a) not inputing all members of the it anticipated that the control will be
partnership; and resumed."
(b) inputing trading names of partnerships 7.7.2 The Department's response to the Chief Auditor in

rather than members names."
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this matter dated 1 August 1978 was as follows =-
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“The investigation function performed by the
Investigation Officer is of necessity
somewhat irregular in that efforts are
directed, on the instructions of the
Scheme's Administrative Officer, to those
aspects which are considered to rate higest
priority at a particular time. It happens
therefore that the thrust of investigation
work varies from prepayment to post payment
aspects and between such areas as:-

(i) claims lodged from a particular Tax
Agent;

(ii1) <claims lodged from a particular family;

(iii) claims lodged from a particular
geographic area.

In addition investigalions are conducted on
particular claims which for a number of
varying reasons are considered worthy of
further tests, It has always been envisaged
that post payment investigations are
necessary and may include field
investigations where considered appropriate.”

7.8 Microfiche Check

In his memorandum to the Department dated 21 July
1978 the Chief Auditor commented -

"A control in the system is a
pre-registration check of claims to a
post-code sorted microfiche of c¢laims paid
in order to identify duplicate claims;
problems inherent in the system are:-

(a} lag in microfiche production - in order
to overcome this has consideration been
given to including a second prepayment
examination of the microfiche at the
pre 18 stage; and '

(b) claimants may submit additional claims
in relation to properties at different
postal addresses,”

The Department's response to the Chief Auditor in
this matter dated 1 August 1978 was as follows -
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"The introduction of a second prepayment
examination at the pre 18 stage of
processing has not been implemented,
although it was considered, due to the
limited effectiveness of the examination and
the delays that it would introduce into the
system.

The incidence of claimants submitting
additional claims in relation to properties
at different postal addresses is minimal and
it is therefore not justifiable to introduce
a second prepayment examination to detect
such claims. These would be detected
through post payment checks."

7.9 Separation_of Duties

7.9.1

7.9.2

In his memorandum to the Department dated 21 July
1978 the Chief Auditor commented that the "basic
procedural controls in the system are quite
strong" but raised the question of the
"separation of the design/analyses and
programming functions" which he described as
"integral to good internal control in computer
based systems".

The Department's response to the Chief Auditor in
this matter dated 1 August 1978 was as follows -

"It is not clear whether the comments made
in your memorandum under this heading refer
to the separation of duties between system
design and system analysis or between the
programming and computer operation duties,
If they refer to the former the Department
does not accept that staff engaged on system
design and analysis should necessarily be
separate, and in any case, no further system
design has taken place since the initial
implementation of the system. It is agreed
that programming and computer operation
functions should be performed separately and
independent staff are employed in these
areas. Due to staff absences it has been
necessary for the prdbgrammer to operate the
node but this has only occurred when it has
been essential to the system's operation."
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7.10 ADP_System Documentation:

7.10.1

7.10.2

In his memorandum to the Department dated 21 July

1978 the Chief Auditor commented -

"Intcrnal audit records examined by this
Office indicates that at 9 March 1978
minimal systems documentation had been

prepared. Audit examination disclosed that

while operating instructions have now been

produced other documentation had not yet
‘been. formalised and approved.”

The Department®’s response to the Chief Auditor

this matter dated 1 August 1978 was as follows -

"The Department has been aware of
shortcomings in this area which were the
result of limited staff resources and the
allocation of those resources to other
higher priority tasks associated with the
Scheme, However full ADP system and
programme documentation is now complete.”

7.11 Report Integrity

7.11.1

7.01.2

In his memorandum to the Department dated 21 July

1978 the Chief Auditor commented -

A further major control in the system is
that before payment can be made a notation
authorising such payment must be input to
the computer record. All notations and
amendments to the record are processed by
the input of a payment/amendment sheet coded
by the assessors and checked by the
applicable team leader. Deficiencies noted
in the accounting controls over the input
forms included: ,

(i) forms not sequentially numbered;

(i) while the last five assessot numbers
are retained on the computer record
there is no audit trail (batch numbers
etc) allowing the ready tracing of
action taken to a given record to the
rvelevant input shéets;

(i£1) in the majority of cases examined claim
forms were not signed by either the
preparing or checking officers; and

(iv) unused i:or.rtions of the form were not
cancelled to prevent unauthorised entry
subsequent to checking."

"A major .control in the system is the
post-payment examination of the POSTCODE and
ALPHA SORTS. 1In view of the importance of
these checks has consideration been given
to, the inclusion of a record count on the

reports. It is considered that such a count .

could be reconciléed to total payments plus
rejections thereby ensuring that there is no

7.22.2 The Department in its reply of 1 August 1978 to
the Chief Auditor made the following comments -

"payment/amendment coding shéets are in fact
manually sequentially numbered and in
addition carry the appropriate batch

humber. Tt is considered that this provides
adequate initial control of the input to the
computer.

unauthorised suppression of records being
listed.”

' E‘dllowiné investigations intc this matter the
Department. has taken action to implement a record

count on the reports produced from thé system to
reconcile the payment details recorded on the ADP

file with the details listed in the reports.

7.12 Contro) of File Notation/Amendment

7.12.1

In his memorandum to. the Department dated 21 July

1978 the Chief Auditor commented -
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Your comments regarding the provision of
additional information on each computer
record for the purposes of providing an
audit trail are noted. While the structure
of the record could be altered to provide
for this the Department is not convinced
that such an amendment would be cost
justified. It would of course only affect
records added to the ADP file subsequently.
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7.13.1

7.13.2

Your comments regarding the absence of
signatures on payment/amendment coding
sheets and the cancellation of unused
portions of the forms are noted., It is
considered that while these may appear
important such clericai procedures are of
minor importance to controls over actual
amendments to the ADP file due to subsequent
reports such as the CORREC which enables
checking of a claim to finality by three
independent staff before final payment
certification.”

In_his memorandum to the Department dated 21 July
1978 the Chief Auditor commented -

"Digscussion with. Departmental Officers
indicates that current procedure is such
that the PAYREC tape after return from the
Department of FPinance is allocated by CSIRO
to the general scratch tape area; the tape
is scratched during subsegent use by another
user. In view of the information held on
these tapes has consideration been given to
arranging for them to be scratched as soon
as possible after receipt. in CSIRO."

Magnetic tapes returned to the CSIRO Computer
Centre are placed in the "scratcn pool” and are
re-allocated to users for writing only from this
pool. Procedures in operation at the Computer
Centre do not enable a tape from the "scratch
pool” to be issued for reading and the Department
considers that these procedures are satisfactory
for safeguarding the confidentiality of the
information recorded on the tapes. There are no
facilities available at the Computer Centre for
scratching tapes other than the over~writing of
tapes when re-allocated from the "scratch pool".

7.14 puplication of Payments

7.14.1

In his memorandum to the Department dated 21 July
1978 the Chief Auditor commented -
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"puring the course of audit examination it
was noted that a breakdown in procedures had
occurred which allowed batches 382 and 383
to be processed twice resulting in
overpayments of $61,280 and $144,800
respectively. Stop payments were notified
to the Reserve Bank with the result that no
negotiations occurred on batch 383; seven
negotiations did occur, however, on batch
382 to the value of $11,100,

The timing of the payments is understood to
be:

No. 382 issued 29 March 1978 Stop
payment 7 April 1978

No. 383 issued 7 April 1978 Stop
payment. 10 April 1978

As it seems that the Department of Finance
was not advised until 7 April 1978 of the
-duplication of cheque issue then the
question is raised as to why your
Departmental Officers did not become aware
of the duplication as a result of the
procedures required to be undertaken by
Finance Regulation 94 and Finance Direction
37/8 and, .if so, why was the Department of
Finance not advised earlier."

The Department's response to the Chief Auditor in
this matter dated 1 August 1978 was as follows -

"The breakdown in procedures vhich resulted
in the duplicate processing of Forms 18,
Nos. 382 and 383 is directly attributahle to
actions within the Department of Finance,
This Department did not authorise the
re-processing of the batches in questicn but
the duplication of payments was defected in
this office through routine examination of
daily ledger printouts from the Department
of Finance. The Department of Finance was
verbally advised by this Department of the
duplication prior to 7 April 1978 and it is
considered that the seven negotiations which
did occur were the result of a combination
of technical operations within the
Department initially and secondly delays in
acting on this Department's advice on the
duplication."
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7.15 Departmental Instructions

7.15,1 In his memorandum to the Department dated 21 July
1978 the Chief Auditor commented ~

"Adeguate departmental instructions have not
been prepared in connection with the
operations of the 'Scheme' and in this
regard, it is desirable that properly
authorised instructions be issued.”

7.15.2 Instructions for the staff involved in the
processing of claims have been prepared since the
Audit examination. Previously due to limited
staff resources and the need to allocate staff to
operational functions relating to the Scheme it
was not possible to devote resources to this
requirement. Staff engaged for the Scheme were
of course given training sessions on their
functions and through further on-the-job
training, supervision of their performance, and
internal controls in the system the Department
has ensured that the Claims Unit established to
process claims has functioned efficiently.

7.16 In addition to the items discunsed in paragraphs 7.2
to 7.15 the Chief Auditor referred other minor wmatters in this
category to the Department for comment on 21 July 1978.
Replies in respect of these were included in the Department's
memorandum to the Chief Auditor dated 1 August 1978 and
remedial action has been taken where necessary.

6. INVESTIGATION PROGRAM

8.1 In the Report of the Auditor-General 1977-78 reference
is made to the following matter which was referred to the
Department for comment on 21 July 1978 -

"The adequacy of the investigation program adopted to
ensure validity of payments as in addition to

30 claims totalling approximately $46,500 identified
by departmental investigation, the Audit review
disclosed further cases where some doubt of
eligibility for payment was apparent."

8.2 The Chief Auditor's comment to the Department

regarding the investigation program in his memorandum of
21 July 1978 was as follows -
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"In a selected sampln of the ALPHASORT, 29 cases were
identified by audit where prima facie, there appeared
to be some doubt as to the validity of the sole
ownersiip claim (Examples at Attachment 1).

It is understood that the Tnvestigation Officer has
rejected 27 claims prior to payment peing made
(approximately $40,000 at averaye rate of $1,475) and
his post examinztion of payments disclosed instances
where joint ownership existed and, congequently, the
sole ownership c¢laims were disallowed (Attachment 2).

No record was maintained of the number of claims
examined by the Investigation Officer in order to
establish the form of ownership - it is appreciated
that a considerable number of claims would have been
reviewed in relation to other aspects.

Departmental records indicate, however, that:

(i} the prepayment tests have been operating for a
short time and within a limited scope i.e.
generally, only cases with the same stock on hand
are queried; and

(ii) the post-payment tests resulted from ad-hoc
investigations i.e., there apperared to be no
definite procedure laid down for this type of
examination.

Since the commencement of the Scheme a basic control
used to avoid duplicate payments being made was the
examination of the post-code sorted microfiche and it
appears that the prepayment tests could, also, have
been subjected to this control.

There appears to be no investigation program
established and as the tests applied by the single
Investigation Officer are necessarily limited (53,684
claims processed to 12 May 1978 for $72.97M) it seems
that the degree of control exercised by the department
to ensure that public moneys are correctly expended is
severely restricted.”

The Department in its reply to the Chief Auditor on

. 1978 commented as follows:-—

"It is Qifficult to provide meaningful comment on the
29 cases from the solected ALPHASORT where, prima

facié, there appearod to be doubt as to the validity
of the sole ownership claim, without knowing the size
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of the sample. However in a recent BHCHEC run, only
1 family appeared in a sample of 144 claims, covering
all claims lodged for postcodes 2,000 - 2,099 and
2,300 - 2,350, which warranted further investigation.
From the bepartment's experience in investigating such
claims legal evidence is normally provided supporting
the existence of the separate entities lodging the
claims. 1In view of these comments the reference to
the 29 caces would appear to be of little importance.

The rejection of claims by the Investigation Officer
in both the prepayment stage and in post payment
investigating fllustrates the effectiveness of these
internal controls in the Scheme's administration.

Each claim investigated by the Investigation Officer,
and other staff engaged on investigztion duties, is
flagged in the ALPHASORT report. In addition the
Investigation Officer maintains a ceparate record of
investigations cornducted.

Given the magnitude of the Scheme, its unigue nature
and the demand by Government for minimal delays in
paying clalms, it was, and is not feasible to
undertake extensive prepayment tests. However,
prepayment tests have always been conducted by the
Investigation Officer, the Administrative Officer and
the Certifying Officer. Thesge are usually commenced
when 2 or more claims are received in the same
envelope or when an examination of the postcode sort
fails to indicate whether the claim form relates to a
first, second or duplicate claim from the producer.

The Department refutes the statement that the degree
of control exercised to ensure that public moneys are
correctly expended is severely restricted, While {t
is agreed that the work of the Investigation Officer
is limited it is pointed out that the Administrative:
Officer and Certifying Officer also undertake
investigations and a Clerk Class 2/3 is also fully
engaged in post payment investigation work. As
indicsted in my memorandum of 26 July 1978 post
payment investigation has always been an integral part
of the Scheme's adminstration and with the current
decline in the rate of receipt of claims it has now
become possible to devote more resources to this
aspect of the operations. In addition to the
programmes previously mentioned, the Alpha Sort
(ALSORT) and Microfiche Report (LISREC) the Department
has or will shortly have the following additional
programmes available for its investigation work:-
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8.4

Postcost Sort {PCSORT)
P.0. Box Sort (TESORT)
Taz Agent Sort {TAXSRT)
Daily Alpha Sort {ALREC)
Age Analysis Report { AGEAN)

Property Sort
Tail Tag Sort

From such a range of programmes which enable the
interrogation of the ADP file for comparison of key
information provided by applicants it cannot possibly
be stated that the controls exercised by the
Department on the correct expenditure of moneys under
the Scheme are severely restricted.”

As at 13 October 1978 the Department had identified

77 overpayments: totalling $119,260 and of this amount $89,290
has been recovered leaving $29,970 outstanding.

3 November 1978
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OEPARTMENT OF PRIMARY INDUSTAY Appendix 1
BEEF INDUSTRY (INCENTIVE PAYMENTS) ACT 1977

et Claim Form A, DECLARATION WHERE CLAIM §S MADE ON BEHALF ON ANY COMPANY, PARTHERSHIP OR TRUST,
ELIGIBILITY This claim is mede on behail of the comgany named below OF this claim is made on behalf of the following
@ The claimant must have besn the owner of 50 o more beef caltle at 30 June 1977, persons (list names) who were the owners of the subject caltle at the time the procadures stated were
® Th listedb perlod 23 119771022 Soptembor, 1978, carried out:

Y
® Clalms muet be lodged by 33 Decamber, 1978,

@ The maximum allewable claim for any one animal is ten dollars {$30),
® The cattle cfalmed for must have been owned for a period of at least three {3) months,

g
© Companles, partershies and trusts wil bo usated as single ownos. i any of the procedures in respect of which a claim is made was carrisd out by & Veterinarian or Government
Tick whether 15t ar 20d Claim w] 24 [ IMPORTANT, 1 204 claim, stote Accaunt Number Ofticar, the below must be by that persen.
ebatl o eempomn® T 1 se, Ductooron A onsoverse 10 be completed 5. OECLARATION BY YETERINARIAN OR GOVERNMENT OFFICER
partnership or frust
FEI;;‘ONA‘;. ;ARTICULARS OF OWNER(S) OF BEEF CATTLE {Use block letters) ] s of, i
Bunamg Oiher names (in full)
Postal nddress ddresss faccupationf
]f’“'cm carried out the procedures specitied in Iumm' e O the date there specified,
FiGmTy 803Tess o0 Wheh ST hard Waps
I?allcodt
Slgnllun
i t a
ettt oo I el ] | ONE_OF THE DECLARATIONS HEREUNDER MUST BE COMPLETED |
When o Veterinarian or Gavernment Officer porforms o procedure, he should plete the Dec on the reverse of this C. DECLARATION BY REGISTERED TAX AGENT
BASIS OF CLAIM TS ) -
1. Husbondry Procedures Supplies Purchased from (show name ond oddress) Date(s) | [oe! oo g o s ol

(a) Dranching finjection for
internal parasites

(b) Dipping or othertreatment ' hereby state that the claimant(s) I3 a/are deef cattie groducer(s).
for external parasites

{e) Vaccination

‘Signature of Tax Agent Date
(d) Other — give detalls

g Reglstered Tax Agent No,
2, Brucellosis and Tuberculosi

Eradicotion Parformed by (show name and odiress) Datels) [ oo oo | ‘ D. DECLARATION BY BANK MANAGER, SHIRE OR TOWN CLERK.
{a) Bload Sampling A A f (rama) o {eddres}
b 1 J ' i . hereby state that the 18 a /are beot catile
{b) Bruceilosls vaccination producer(s)s
(¢} Tubarcutosis testing
3. Spaylng of beef cattle heif z Y Signature Date
onder "z“y:uu"elfq" * 0O | Performed by (show name and address) Date(s) | oo vy
. 1 Position held Stamp of Bank, Shire of Town,

DECLARATION " Total Cattle Treated Claims should be forworded fo: Department of Primary Industry

1 hereby claim an amount of'$ In raspact-of the procedures which have bed rled out

stated above on {state numbar). boef cattle om?:d by me, on carrled aut as Post Office Box 404

No claim In respect of any of these cattle has previously besn made by me. Canberra. City 2601

Thasa cattle have been owned by me or by the persans named on the veverse for a parlod of not'tess than three manths. —TTTY

The total amount-claimed by me to dats, inclusive of this clalm, doss not excaed s%oo. ? mon fice Use only

The statements made hereln are true and correct in svary detail, by Date 1000i0nns

Checked by parson Incurring
Clalmant ] Witness A expanss (Section 34(5) Audit Act)
" \ Signature Date
Address,
DECLARATION C OR D MUST BE COMPLETED.
PENALTIES ARE PROVIDED FOR MAKING FALSE OR WISt EADING ;i Amount Dve
PURRGSE OF QBTAINING A PAYMERT UNDER THE act " 88 ITATEMENT OR DOING FRAUOULENT ACTS FOR THE
Th N an-1077
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) Appendix 2
BEEF INDUSTRY (INCENTIVE PAYMENTS) ACT 1977
Explanation of Scheme. and Instructions for Oblaining Payments.
8ubject to the provisions of the Act, the scheme provides for payments of $10 per head 10 besf caltle

producers carrying out recognised diseass conirol and witha payment of $2000 to any one
producer, Companies, partnerghips and trusts are treated as Individual producers.

¥ho is Eligible to Receive @ Payment?
To be sligible to raceive a payment, the besf producer :

1. Must have owned 50 or more besf caitle at 30 June 1077 as shown in the Livestock Trading Account of his tncome Tax
Return,

2, Must have carried out one of the recognised disease conirol'end husbandry groceduras during the period 23 September
1977 to 22 1976, F include
(a) O for Internal
(b) Dipping or other traatment for external parasites
{c} Vaccination
(d) and T testing,
{#) Spaying of bee! cattle heifers undar iwo years old’

3. Must have owned the beef cattle on which the procedures were carried out on 30 June. 1977 or for a period of ot leost
three months if purchased subseguenily,

4. Must lodge a claim on the officinl claim form of the Commonwealth Department of Primary Industry before 31 December
1878, Each clalmant Is restricted to two claims during the period of 1he scheme,

5, May clalm for payment.once only in respecs of any one animsl on which procedures have besn carried out during the
parlod,

8. Must uuyply. it 4. d evid 1 (8.9, Invoices, sialements of account, receipls,etc.) that
procedures have been carried out.

7, 11 you belleve that a disease control pracedure, other than those listed under 2 above, may be efigible, you

should st it under item 1{d) in.the Claim Form and give fuil details,
How do you meke a Claim for Payment?

1,. Complete clearly and in block letters.the details requesied on the officlal CLAIM.FORM.. You may obtain:
additional claim forms at district post offices, central metropolitan post offices in capital cities or. the Reglonal
Offices of the Commonwealth Department of Primary:Industry in your State Capital. Addresses are listed on
reverse,

2, Complete Declaration and sign as claimant on the front of the claim form,

3. Declarations A and B on.the back of the claim form must be completed where appiicable.
A, Decloration where a claim is made on beho!f of any other person
This declaration must be signed by an authorised person where the oviner of the bes! catile at the thme of
the performance of the procedures Is a company, partnership or trust,
B, Declaration by a Ve or G Officer
This declaratlon is to be signed whers the procedures. where carried out or supervised by a Veterinarlan o
Government Officsr.
4, ONE OF THE DECLARATIONS C OR D MUST BE COMPLETED BY THE CLAIMANT'S BANK MANAGER,
REGISTERED TAX AGENT OR SHIRE OR TOWN CLERK AS APPLICABLE..
§ Post the complaled claim form in a stamped envelops no later than 31 Dacember 1578, clearly addressed to:

Commanwaealth.Department of Primary Industry,
P.0. Box 404,
CANBERRA CITY A.C.T. 2601

Payment of. Claims

Claims will be processes In.order of racelpt and pald prog y after or
claims will bs returned to the claimant for amendmant or completion,

Payments made.to beel producers under this scheme ble income 10 the pi .of the
Income Tax Assessment Act,

Second Claims
An ACCOUNT NUMBER will be allocated at.time of flrst payment.and will-be clearly highlighted on the cheque
posted to each producer. Claimanis are requested to state their ACCOUNT NUMBER on top of the claim form
tor sacond claims or on any correspondence entered into with the Depariment of Primary Industry,

Panalties

The legislation provides for panalties tor making.false or or tor doing acts for
the purpose of cbiaining a payment,
30

Additional claim forms are avaifable from the following
Regional Offices of the Commonwealth Depariment of
Primary Industry

Regional Director,

Union Carbide House,
157~ 167 Liverpool Street,
8ydney. N.S.W, 2000

Regional Diracior,
10~16 Queen Street, G.P.O, Box.2248 U,
Metbourne, Vic. 3001 Melbourne, Vic. 3001

Ragional Executive Otficer,

Austratian Government Centre,

Cnr, Ann and Creek Streets, @.P.0, Box 778,
Brisbane, Qld, 4000 Brisbane, Qld, 4000

Regional Executiva Officer,

8un Alllance-House, 13th Floor, @.,P.0. Box 2166,

45 Grentel! Street, Adelalda. S.A, 5001
Adelalde. S.A. 5C00

Regional Exacutive Officer,

2nd Floor, Council' House,

27.51, Georges Terrace, G,P.0, Box M957,
Parth, W.A, 6000 Perth, W.A. 6001

Reglonal Executive Offlcer,

Continental Bullding,

162 Macquarle Street, G.P.0, Box 573 F,
Hobart,. Tas, 7000 Hobart, Tas, 7001

Commonwea{th-Depariment of. Primary Industry,
P.O. Box 404,
CANBERRA. A.C.T, 2601

€1, Thourion, Cammumetalih Guvernmeny Prisiet
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Appendix 3

$77/1649
3 July 1978

The Secretary
Attorney-General's Department
Administrative Building
PARKES, ACT 2600

ATTENTION: Mr R, Wilde,
Advisings Division

Beef Industry (Incentive Payments) Act 1977

I refer to oral discussions between Mr R, Hind and
Ms C. Sinclair of this Department and Mr R. Wilde of your
Department, concerning the interpretation of the above Act.

2, In those discussions several examples were analysed
where it appeared that a strict literal interpretation of
the' Act was possible, which meant that in many circumstances
a payment either could not be paid where merited, or could
be paid to persons who technically should not receive a
payment. An actual example of the type of difficulties
which arise is as follows.

3. Four claim forms were received for four partnerships
owning distinct herds. In each case the same person was
nominated to receive payments on behalf of the other partners
under paragraph 6(1){c). Three of the partnerships comprise
the same four people; in two cases ("A" and "B") the partnexrs
have equal shares; in the other, ("C") two partners have .one
sixth each and two have one third each, The remaining
p:}ftnership ("D") comprises the same four people plus one
other.

4. Sub-section 3(3) states that where a payment is

made to a nominee under paragraph 6 (1) (¢) each joint owner

is deemed to have been paid the full amount. In respect of

A, B and C, if one claim is paid to the full $2,000, all four
partners aredeemed to have been paid $10 in respect-of each
animal, i.e. they have claimed for 200 animals each.
Sub~gsection 6(4) states that incentive payments are not payable
to the one beef producer in respect of more than 200 cattle.

It therefore appears that no further payment to any of the
partners in A, B and C may be made,
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5. Applying this to D, the four common partners from

A, B and C, each being deemed to have been paid for 200 animals
by sub-section 3(3), are disqualified from receiving further
payments by sub~section 6(4). Sub~section 6(5) states that
where an incentive payment is not payable by virtue of
sub~gection 6(4), a beef producer is deemed not to be the
owner of an animal at the relevant time. The effect of this

is to leave the fifth partner of D standing alone.

6. Applying sub-section 6(1) to this situation, this
person apparently cannot claim under paragraph 6(1) (a) since,
although he is technically the only remaining owner, he does
not appear to own the animals "solely” within the meaning of
the paragraph. He cannot be paid under paragraph 6(1) (b} or
6{1) (c), since they contemplate joint ownership and there is
only one owner left. (It appears that while there is room
for debate as to whether sole ownership as a legal concept is
what was intended in this paragraph, the context makes it
almost impossible to put any other interpretation on the words.)
The conclusion is that technically no payment may be made to
partnership D.

7. If there had been two additional members in
partnership D who were not otherwise disqualified then a
payment could be made under paragraph 6(1) (b) or (c). The
question then arises as to how much would be paid to these
remaining owners. (I understand that in a partnership, each
member is only entitled to his portion of the value of the
partnership property. Thus in the case of three partners
owning three cattle, it can neither be said that each owns
one animal, nor that each owns one third of each animal, Each
partner is, however, entitled to receive one third of the
income from the cattle.) Would these additional partners be
entitled to claim the full $2,000 or only a portion of it?
Further, I also understand that partners are legally accountable
to each other for profits. Thus, if these two partners are
paid, say $2,000, then under the Act their common partners
cannot be pald, while under partnership law, they must share
in the profits.

8. Further problems also arise where one or more members

of a partnexship also own cattle independently of the partnership.
I have attached a series of examples illustrating some of

these problems.

9. You may be aware that the original intent of the

Act was to improve the immediate cash~flow situation of beef
producers, and that the drafting and implementation of the

Act, including the development of the computer program on

which administration of the scheme is based, occurred under
conditions of extreme pressure and urgency. In the limited
time available it was not possible to envisage all the possible
factual situations which might arise, and the basic principle
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was simply to make cash available to farmers who owned 50

or more cattle for beef production. The situations of a
person owning cattle both in his own right and as the executor
of a will, or as a trustee, were foreseen (sub~gection 3(4))
and sub-section 3(3) was included with the intent of
preventing each member of a bpartnership from claiming $2,000
in his own right for the same cattle.

10, Given the burpose of the Act, the need to make

payments as quickly as possible, the limitations of the computer
program and the intelligence and ability of the persons

selected as Clerical Assistants Grade 1, who were required

to read micro-fiches to draw attention to duplicate and

second claims, it was impossible to do other than take a

liberal interpretation of the Act,

11, In the event major categories where set up, viz:-

-

(a) sole beef producer;

(b) joint beef producers;

{c) registered partnerships; (i.e. those with a
registered business name}

{d) registered companies;
(e) ownership in a representative capacity.

The system identifies whether a person makes more than one
claim under the one category, ensures that he. receives no more
than a total of $2,000 in respect of claims in that. category,.
and that he does not claim for the same animals twice within
that category.

12, The result in the case of the example discussed above
is therefore that the three claims for partnerships, A, B and C
are treated as a single claim under category (b) while the
claim for partnership D is treated as a separate claim under
category (b). This appears to be a just result, and while

means of supervising and controlling payments under the Act,
given the administrative limitations.

13, In the light of the above, I would be pleased if you
could advise, at your earliest possible convenience, whether

in your opinion the method which was adopted in administering
the Beef Industry (Incentive Pa ments) Act 1977 is justifiable
in that it 15 consiStent with tge spirit and intent of the
legislation. In the event that You cannot express: this opinion,.
would you please give a comprehensive interpretation of the
meaning and effect of the provisions of the Act and whether,.

and under what circumstances s recovery measures should be
instituted having regard to the system of payments used to date.

(D.P.. CLEARY)
Assistant Secretary
Management Sexvices Branch
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ATTACHMENT
Examples of Problems which may arise under
the geei Industry (Incentive Payments) Act

Example 1.

X and Y own 50 cattle in partnership. X is nominated
to receive the payment. X also owns 25 cattle in his own
right. ¥ will receive the amount payable for the partnership
animals, i.e. $500. X may also claim for his 25 animals since
he is a "beef producer" by virtue of his joint ownership of
50 cattle, and will receive an additional $250. After payment
of both claims X will have received $500 which he must share
with Y and $250 which he may keep.

Example 2,

X and Y jointly own 200 or more cattle. X also owns
50 cattle in his own right, Where the partnership claims for
the 200 cattle X and Y are each deemed to have claims for
200 cattle by sub~-section 3(3). Thus X is unable to claim
for his 50 cattle by virtue of sub-section 6(4) which states
that incentive payments are not payable to the one beef
producer in respect of more than 200 cattle.

However, if X claims for his 50 cattle first, when
the partnership claim is submitted he will only be entitled
to claim for 150 cattle. By sub-section 6(5) he is deemed
not to be the owner of the other 50 partnership cattle., X ang
Y could thus jointly claim under paragraph 6 (1) (¢) for 150
of the partnership cattle. Y could not claim for the othex
50 since he is the only remaining owner, but not the sole
owner. (Under paragraph 6(1) (a) an incentive payment™is
payable where, at the relevant time, the animal was owned
solely by a beef producer ~ to that beef producer.)

Example 3,

X, ¥ and 2 jointly own 200 cattle. 2 owns 50 cattle
independently. ZIf the partnership claims first, X, Y and 2
are deemed to be paid for 200 cattle each. 2 cannoct then
claim for his own cattle.

If 2 claims first, when the partnership claims, he
is only entitled to claim for 150 cattle, He is deemed not
to own the other 50 cattle. X, Y and 2 can jointly claim for
150 of the partnership cattle. X and Y are left as the only
owners of the remaining 50 and as such may claim under paragraph
6(1) {c}. The question then arises as to how much to pay X
and Y and whether they must share with Z,

Example 4.

Where X and Y jointly own 200 cattle and X also owns
200, if the partnership claims first, X cannot claim his 200.

If ¥ claims first, then he is deemed not to be the
owner of the partnexship cattle. Y owns. them alone, but
solely so cannot claim under sub-section 6(1).
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Does Y have an action against x to make good lost
profits since under partnership law, one bartner may not
enrich himself to the disadvantage of the others?

Example. 5,

Where X, Y and 2 jointly own 200 cattle and x
also owns 200, if the partnership claims. first ¥ cannot claim
for his 200 cattle.

If x claims first, he is not the owner of the
partnership cattle, Y and 7 are the remaining joint owners
and can claim under‘paragraph‘S(l)(c). How much can they
claim?  Can X claim a share?

Example 6.

Where partnerships have a common partner problems
arise since, if as a partner in partnership 1, he is deemed
to have received $2,000 thenwhen partnership 2 claims, he
is not entitled to claim at all, "He is deemed not to be the
owner of the partnership 2 cattle which leaves the remaining
partner(s) open to the same problems as outlined above.

Further, one person (X) may have a share in many
distinct‘partnerships and if each of these partnerships
qualifies independently X may eventually receive well over
$2,000, Must X be eliminated after he receives a total of
$2,900, witb further payments being denied him for example,
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Appendix 4

577/1649

The Secreta )
Attomoy—Gogx"ul 's Department, 9 JuL 1978
Administrative Building,

PARKES  A.C.%. 2600

ENTION: Mr R. Wilde
ATt Advisings. Dl'.vision.

Beef Industry (Incentive Payments) Act 1977

With reference to my memorandum of 3 July 1977 to
you on this subject, I would be pleased if you would also
consider the following question:

Since on & strict interpretation of the Act,
the order in which claims are received may Le
decisive of whether a particuler peyment may be
made and who may receive it, what criteria should X
the Department adopt when processing several related
claims which arrive in the same batch ot. mail on
the. sawe day? Exemple 2 outlines a fact situation
in which such & consideration would be relevant,

Follow. an audit of payments .cnquiries. have been
sacelved from th:nﬁuditor-cmsnl's Department., So that a
reply to these enquiries may be made and any other necessary
administrative action initiated, your urgent consideration
of this and the other matters raised wouid be appreciated.

D

(D.P. CLEAKY)
Assigtant Secretary
Management Services Branch
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UIB7 UL Appendix 5§
ATTORNEY-GENERAL'S DEPARTMENT

TEL:61 9111 CANBERRA, A.CT. 2600
pLease auote  A/78/3936
youn Ber:  S77/1649

14 AUG 1978
The Secretary,
Department of Primary Industry,
CANBFRRA,  A.C.T. 2600

Beef Industry (Incentive Payments) Act 1977 -
Validity of Payments

I refer to your memoranda dated % and 19 July 1978
regarding the interpretation of the abovementioned Act. You
have, I understand, received énquiries from the Auditor-Generalts
Department with respect to certain incentive payments made
under the Act. For the purpose of replying to those enquiries
and taking any further administrative action that may be
necessary to properly implement the Act, you now seek advice
in general with respect to the system adopted by you in
administering the Act, and in particular with respect to the
zpplication of the Act to certain specified situations
ggtliged by you in your memorandum of 3 July and attachment

ereto.

Administration of the Act

2. In administering the Act you have adopted a system
of dividing claims into the following categories:

(a) sole beef producers;

(b) Joint beef producers;

(¢) registered partnerships, (i.e. those with a
registered business name);
(d) registered companies;

(e) ownership in a representative capacity.

3. This system, you state, identifies whether a person
makes more than one claim under the one category, ensures
that he receives no more than a total of $2000 in respect. of
claims in that category, and that he does not claim for the
same animals twice in that category.
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4, In the absence of complete details as to how this
system works in practice it {s difficult to assess it fully.
Asguming that it produces the results you claim for it, it
may well be that it is a reasonable basis for administering
the Act. However, in the ultimate » the question must always
be whether a particular payment is authorised by the Act as
properly construed. For example, as I have indicated below
and in the attachment hereto, the effect of section 6(5) of
the Act could result in one beef producer falling within
different categories for the purpose of payment. Thus in
the example set out in your memorandum the claim by
partnership D" ghould be dealt with under category (a) and
not (b), The effectiveness of your system will therefore
depend upon the proper application of the Act to each
particular case.

Particular Situstions

5. I turn now to consider the particular situations
instanced by you. The following example illustrates the
kinds of problems you have encountered in your administration
of the Act. Four claim forms were received from four
partnerships owning distinct herds, each of at least 200
head. 1In each case, the same person was nominated to
recelve payments on behalf of the other partners under
section 6(7)(c) of the Act. Three of the partnerships
comprige the same four people; in two cases ("A" and “B")
the partners have equal shares; in the other, ("C") two
pertners have one-sixth each and two have one-third each.
Partnership "D" comprises those same four people plus one
other. In a fifth situation contemplated by you, which I
shall call partnership "E", those same four people plus two
others comprise the partnership.

6. The provisions of the Act, insofar as they are
relevant provide:

"3,(3) Where an incentive payment in respect of an
animal is payable, or has been paid, to a person nominated
By 2 or more beef producers, or to 2 or more beef producers
Jointly, in accordance with paragraph 6(1)(c), that
incentive payment shall, for the purposes of sub-section
6(3) or (&), be deemed to be payable or to have been paid,
as the case may be, to each of those beef producers,

4, If -
a) a recognized procedure has been carried out with
(2) respect to an animal during the year to which
this Act applies; and
(b) at the time when the recognized procedure was
carried out, the owner, or one of the owners,
of ‘the animal was a beef producer,

then, subject to this Act, a payment, to be known as an
inceﬁtivejpaymem:, is pay,able in resi)ect of the animal.
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5.

The amount of the incentive payment in respect of

an animal is $10.

6.(1) Subject to this Act, an incentive payment in
regpect of an animal is payable ~

(a)

(b)

(c)

(2

where, at the relevant time, the animal was
owned solely by a beef producer ~ to that beef
producer;

where, at the relevant time, the animal was
owned by 2 or more persons of whom one only was
a beef producer - to that beef producer; or

where, at the relevant time, the animal was.
owned by 2 or more persons, being persons who
are or include 2 or more beef producers ~ to

a person nominated by those beef producers for
division among those beef producers or, in a
case or class of cases approved by an authorized
person, to those beef producers Jjointly.

) For the purposes of sub-section (1), a beef

producer shall be deemed not to have been the owner, or
gg; of the owners, of an animal at the relevant time
ess -

(a)

(b)

at the relevent time, the beef producer has been
the owner, or one of the owners, of the animal
since a date not leter than 30 June 1977 or for
a period of not less then 3 months; or

the beef producer has, after the relevant time,
continued to be the owner, or one of the owners,
of the animal for a period that, together with
the period during which the beef producer had,
before the relevent time, been the owner, or one
of the owners, of the animal, is not less than
3 months.

(3) Not more than one incentive payment is payable
to a beef producer in respect of the one animal.

(4)

Incentive payments are not payable to the one

beef producer in respect of more than 200 cattle.

(5)

Where, by virtue of sub-gection (3) or (4) of

this section or section 10, a particular incentive

payment

in respect of an animal is not payable to a beef

producer, then, for the purposes of sub-section (1), the
beef producer shall be deemed not to have been the owner,
or one of the owners, of the animal at the relevant time.
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7. Where an incentive payment is, in accordance with
paragraph 6(1)(c), paid to a person nominated by 2 or
more beef producers for division among those beef producers,
that person shall divide that payment among those beef
producers in such proportions as are agreed upon by those
beef producers or, in default of such agreement, in such
proportions as are determined by the Minister having
regard to the circumstances of the case."

Partnerships "A", "BY and nC*

7. Applying sections 3(3) and 6(1)(c) to "A", "B® and
"C", if one claim is paid to the full $2000 the four partners
are in effect deemed to have been paid in respect of cach of
200 animals. By virtue of section 6(4) they are disqualified
from receiving any further payments. Division of the payment
pursua;lg to section 7 would depend upon which claim it was that
was paid,

Partnership "D

8. The operation of section 6(5) of the Act must then
be considered in relation tothe claim by "D". For the purpose
of determining whether an incentive payment is payable, the
four common partners are deemed not to have been owners for the
purposes of section 6(1),

9. Where, as in the case of partnership "D", there is
only one additional partner, your assessment of the situation
is that by ?(a)pplying sub-section 6(1) to this situation,

this person apparently cannot claim under paragraph 6(1)(a)
«=5sc, although he is technically the only remaining owner,

he does not appear to own the animals "solely" within the
meaning -of the paragraph. He cannot be paid under paragraph
u\‘.>(b% or 6(1)(c), since they contemplate joint. ownership and
there is only one owner left. (It appears that while there is
room for debate as to whether sole ownership as a legal concept
is what was intended in this paragraph, the context makes it
almost impossible to put any other interpretation on the words.)
The conclusion is that technically no payment may be made to
partnership D.*

10, I do not agree with this conclusion. Where the
operation of section 6(5) requires all but the fifth partner
to be left out of account for the purposes of section 6(1),

I think the only conclusion to be drawn is that he owns the
cattle "solely" for the purposes of that sub-section.
Accordingly, in the case of the claim by "D", the effect of
the operation of section 6{5) upon section 6(1) is to leave
the fifth partner of D standing alone as the "sole" owner for
the purposes. of section 6(1)(a), and it is to him that the
incentive payment should be made.
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Partnership "EW

11. In the case of "E" where they are two additional

;:?‘E;Ie'ls‘sogr:heng:ﬁngr:hiplygu :ﬁek advice whether these
€l ed to claim

partners are ¢ e full $2000 or only a

12, In my opinion, it is. clear from the rovisions

of sections 3(3), 6(1)(c), and 6(5) that the agditonal
partners would be entitled to a separate payment under
section 6(1)(c) for the full $2000. The four common partners,
by virtue of section 6(5), are excluded as.owners for the
purposes of section 6(1),

Effect of Partnership Law

13. In respect of the entitlement of "E", you are
concerned with the effect of the law of partnership upon
the payments, stating that 'if these two partners cannot be
g:g%it:l}ile under partnership law, they must share in the

14, It may be (although I offer no opinion on the.
matter) that under the terms of the relevaﬁt partnership
agreement or under State partnership legislation, the

f£ifth partner (in the case of "D") and the fifth and sixth
partners (in the case of "E") would be required to divide
the payment among the other partners. The result of this
would, of course, be that the four common partners would in.
fact receive payment in respect of more than 200 cattle..
This, however, would not be contrary to the Act, since such
payuwents would not be "incentive payments" within the meaning
of the Act. That is, such payments would not be received
under the Act but rather would be received by the common
partners from the remaining partners by virtue of the
partnership agreement or any State legislation. The Act is
not, in my opinion, concerned with what happens to moneys
after they have been paid to the appropriate people by way
of incentive payments in accordance with the Act.

Other Situations

15. You attached to your earlier memorandum for my
consideration examples of situations where one or more members
of a partnership also own cattle independently of the
partnership. I have set out these examples in the attachment
to this memorandum, together with the method of dealing with
them, based on the interpretation of the Act I have taken
above.

Priority of Claims

16. Finally, in your memorandum dated 1 Jul¥l 1978,
you seek advice upon a further question, namely, the
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approach to be adopted when processing several related
cla:!.mga which are received in the same batch of mail on the
same day.

17 If a system of priority were to be established
for dealing with claims the result would be that because
of the operation of the particular provisions of the Act
a decision to process one claim before another could
deprive a beef producer of a payment to which he would
have bzen entitled if the claims had been processed in
another order. By way of illustration, in Example 2 in the
attachment, if the partnership were to claim and be paid
first, X would not be entitled to claim for the 50 head of
cattle he owned in his own right. As I have indicated in
that example, this would not be the case where X claimed
and was paid first.

18. In my view, the Act in question is to be
characterized as beneficial legislation in relation to
which the courts are inclined to favour the interpretation
which most favours the class intended to be benefited,
provided, of course, that the provisions of the Act are not
given a sgtrained meaning and are otherwise complied with.
The approach taken by the courts in interpreting beneficial
legislation is indicated by D.C. Pearce in his book
tStatutory Interpretation in Australia® at paragraph 162,

and also in the case of Bull v. Attorney-General for N.S.W.
{1913) 17 C.L.R. 370 at p.384, where lsaacs J. said:

"In the first place, this is a remedial Act, and
therefore, if any ambiguity existed, like all such
Acts should be construed beneficially ... This means,
of course, not that the true signification of the
provision should be strained or exceeded, but that
it should be construed so as to give the fullest
relief which the fair meaning of its language will
allow.

19. Accordingly, I would not regard the right to
receive an incentive payment as being dependent upon which

of two claims might have been received first in time. There
is nothing in the Act which requires claims to be dealt with
in order of receipt., Thus, where you have a number of related
claims to determine, whether or not they were received on the
same day, you should process them in an order which allows the
greatest benefit to beef producers. For ingtance, where the
two claims referred to in Example 2 were being processed at
the same time by your Department, the claims should be dealt
with in the menner set out in paragraph (ii) of that example.
The other examples in the attachment should also be read in
the light of the foregoing comments.

<
(F.8. Marris)

Secretar
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Example 1

Example 2

(1)
(11)

Example 3
(1)

(11)

Example 4
(1)
(11)

Example 5
()
(11)

ATTACHMENT

;

This is correct. Consistent with the Act a’
total of $750 is paid for 75 cattle. X receives
$500. Y receives $250..

This is correct. A total of $2000 is paid for
200 cattle.
This.is dorrect with respect to X who has a
claim under section 6(1)(a) for 50 cattle owned
in his own right and a section 6(1)(c) claim
for the 150 cattle owned with ¥. Y has a section
6(1){c) claim with respect to those 150 and a
section 6(1)(a) claim for the remaining 50' (see
aragraph 10 of my memorandum). A total of
52500 is paid for 250 cattle.

This is correct. A total of $2000 is paid for
200 cattle.

This is correct. 2 claims under section 6(1)(a)
for 50 cattle owned by himself and under section
6(1)(c) for 150 cattle owned with X and Y. X and
Y claim, with Z under section 6(1)(c) for 150
cattle, and then, without Z, for the remaining
50 cattle under section 6(15(0). Thus there are
two section 6(1)(c) claims which should be paid
separately to the person nominated for division
between the relevant beef producers in such
proportions as are agreed upon (section 7). A
total of $2500 is thus paid for 250 cattle.

This is correct.

This is not correct. If both X and the partnership
make a claim, X would receive $2000 under section
6(1)(a) and ¥ would also receive $2000 under
section 6 12;(8) by virtue of the operation of
sections 6(4) and (5) (see paragraph 10 of my
memorendum). A total of $4000 is thus paid for
400 cattle.

This is correct.

X receives $2000 under section 6(1)(a). The person
nomineted by Y and Z receives $2000 under section

10%

Example 6

1)

(11)

6{1 {c) by virtue of the operation of sections
6(4) and (5) for division between Y and Z in
such proportions as they agree upon (section 7).
X cannot claim a share under the Act. I offer

no opinion as to his rights under the partnership
agreement.,

This is dealt with in paragraphs 9-14 of my
mémorandum.

X will not be entitled to receive any further
incentive payments under the Act when, by virtue
of the operation of section 3(3) of the Act, he
is deemed to have received payments. of $2000 in
respect of 200 cattle. As to the possible effects
of partnership agreements and partnership law,

gee paragraph 14 of my memorandum.
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Appendix 6

S577/1649

22 August 1978
The Secretary
Attorney~General’s Department
Administrative Building
PARKES ACT 2600

Attention: Mr F.S. Marris

Beef Industry (Incentive Payments) Act 1977

Thank you for your memorandum A/78/3936 of
14 August 1978 in reply to our requests for advice of
3 and 19 July 1978,

2. In relation to baragraphs 18-20 of your memorandum
concerning the determination of priorities for processing
"related claims”, I am concerned that your comments may have
broad implications for the whole manner in which the scheme
is administered, In particular, I am concerned that you
advice may imply that "related claims" which have already
been processed may have to be examined to determine whether
they could have been processed in a different order, thus
allowing greater payments to be made. It seems to me that
if this is not done, it might be said that the Department
had adgpted‘ two inconsistent approaches to- the processing
of claims,

characterisation of the Beef Industry (Incentive Payments) Act
1977 in paragraph 18 of your memoran%um as "beneficial I€gisiation”
does not require the re-examination of already processed

"related claims", I would be pleased if ‘You could urgently
confirm this view as we wish to proceed with drawing up revised
programs and administrative procedures for the scheme as soon

as possible.

(D.P. CLEARY)
Assistant Secretary
Management Services Branch
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ey Appendix 7
ATTORNEY—GENERAL’S DEPARTMENT

TEL:61 9191

CANBERRA, ACT, 2600
PLEASE auoTe A/78/3936

YOUR REF:

1 August. 1978

The Secretary,
Department of Primary Industry,
CANBERRA.  A,C.T. 2600

Beef Industry (Incentive Payments)
Act 1977 Validity of Payments

2. I confirm that view. If any individual
representations ar
bayments have occu
I would bhe happy

(F.S, Marris)
for Secretary
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