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DUTIES OF THE COMMITTEE

Section B.(1) of the Public Accounts Committee Act 1951 reads
as follows:

8.(1) Subject to sub-section (2), the duties of the
Committee are:

(a) to examine tho accounts of the receipts and
expenditure of the Commonwealth including the
financial statements transmitted Lo the
Auditor-General under sub-section (4) of
section 50 of the Audit Act 1901;

(aa) to examine the financial affairs of authorities
of the Commonwealth to which this Act applies
and of intergovernmental bodies to which this
Act applies;

(ab) to examine all reports of the Auditor-General
(including reports of the results of efficiency
audits) copies of which have been laid before
the Houses of the Parliament;

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

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

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

and include such other duties as are assigned toc the

Committee by Joint Standing Orders approved by both Houses of
the Parliament.

(iv)




CHAPTER

APPENDIX

FINANCE MINUTE ON THE COMMITTEE'S

167TH, 171ST AND 178TH REPORTS
TABLE OF CONTENTS

Introduction and Observations

Department of Finance Minute on

the Committee's 167th Report

on The Reports of the Auditor-General
for Flimnanclal Year 1975-76

Department of Finance Minute on
the Committee's 171st Report on the

Reports of the Auditor~-Genersl 1976-77

Department of Finance Minute on
the Committee's 178th Report

on Expenditure from the Advance
to Minister for Finance 1978-79

Letter sent to all Permanent Heads
and Relevant Statutory Office Holders
with the Powers of a Permanent Head
on Prompt Payment of Accounts

~==000mm~-

(v)

g
>
o
m

—

70

81




CHAPTER 1
INTRODUCTION AND OBSERVATIONS

1.1 Arrangements to ensure that appropriate action is
taken arising from comments contained in the Committee's
Reports have been in operation since 1952 although reviewed
periodically, These were known as Treasury Minute
arrangements,

1.2 following the creation of the Department of Finance
on 7 December 1976 it was agreed that the arrangements should
continue as before and should now be known as the Department
of Finance Minute.

1.3 As they now stand the procedures are:

1. The Report of the Committee is tabled by the Chair-
man in the House of Representatives and by a Member
of the Committee in the Senate. Motions are moved
in both Houses of the Parliament that the Report be
printed ss a Parliamentary Paper.

2. The Chairman of the Committee thereafter forwards a
-«copy of the Report to the Minister of the Depart-
ments affected and to the Minister for Fipance with
8 request that he give the Report his considerstion
end inform the Chairman of the action taken to deal
with the Committee's conclusiocns.

3. The reply received, in the Form of a Department of
Finance Minute, is then examined by the Committee
and, together with the conclusions of the Report to
which it relates, is submitted as soon as possible
s a Report to the Parliament.

4. Should the Committee find during its examination of
a Department of Finance Minute that certain recom-
mendations are not fully dealt with or are subject
to a Ffurther Minute, it holds an exploratory dis-
cussion with officers of the Department of Finance
prior to the submission of the minute to the
Parliament.

5. In reporting a Minute to the Parliament, the Commit-
tee, except in special cases does not usually make
eny comment other than te note recommendations not
fully dealt with or subject to a further Minute.

6. When the Committee next examines the department
concerned the Department of Finance Minute is
considered by the Committee if applicable.



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

The last report, submitted to the Committee on 12

1.4
March 1980 indicated five outstanding Deparment of Finance

Minutes,

172

174

175

176

the last of which was subssquently sent to the
Committee and is contained in this report.
REPORT NO. SUBJECT DATE REPORT
PRESENTED TO
PARLIAMENT
Financing and Administration
of Property Owned or Leased
Overseas by the Commonwealth
Government 21.11.78
Use of ADP in the Commonwealth
Public Sector - Acquisition of
Systems in the Public Service 24,11.78
Use of ADP in the Commonwealth
Public Sector -~ THE
MANDATA Project. 9.10.79
Auditor-General's Reports
1977-78 6.11.79
Advance to the Minister for
Finance 1978-79 13.11.79

In its report, the Department of Finance advised

"The Inter-~departmental Committee formed to consider
the Committee's One Hundred and Seventy-second
Report has concluded its formal examination of Cthe
recommendations and a draft Government response is
now being prepared. A Department of Finance Minute
will be submitted to the Committee when the terms of
the Government's response have been agreed to.

The Committee's One Hundred and Seventy-fourth and
One Hundred and Seventy-fifth Reports are being
considered by the Public Service Board and the
Departments of Finance, Administrative Services and
Prime Minister and Cabinet. Oraft responses to the
Committee have been prepared and are expected to be
submitted for consideration by Ministers this month.
A Department of Finance Minute will be prepared when
the outcome of that consideration is advised."




l.6 While the Committee wishes to be informed of comp-
leted action in the Finance Minutes, it regards the delay of
nearly 2 years in some cases as unacceptable.

Observations

Fire Protection of Government Owned and Occupied Property
(Chapter 2)

1.7 In its 167th Report the Committee asked to be kept
informed of any substantial progress in the development of
formal courses designed to train fire safety officers for
work in Commonwealth Departments or Authorities.

1.8 In addition to the Fipance Minute commenl, the
Commonwealth Fire Boasrd informed the Committee that it is
expected that courses in fire technology would be available
in New South Wales and Victoria in 1980 or 1981, and that a
course is already available in Western Australia. The Com-
mittee has been informed that the Department of Technical and
Further Education in New South Wales and the Swinburne Tech-
nical College have discussed the development of courses in
fire technology with the Commonwealth Fire Board and that
both educational authorities are co-operating to ensure that
the courses in Victoria and New South Wales follow similar
lines. These courses are being developed with the view to
satisfying the needs of officers employed in the Australian
Public Service and others whose duties involve fire safety.

1.9 The Technical Education Division of the Education
Department in Western Australia has commenced a diploma
course in Fire Engineering Management which was developed at
the request of the Western Australian Fire Brigade.

1.10 The Committee welcomes these developments.

Unauthorised Payment of Settling In Allowance - Dublin
(Chapter_2)

1,11 In 1977 the Committee inquired into a Report by the
Auditor-General of a case where an officer of the Department
of Faoreign Affairs, and his family, resided in an hotel in
Dublin for more than a year while the purchase of a suitable
residence was negotiated.

1.12 The Committee reported on this matter in November

1977 in its 167th Report and in paragraph 101 the Committee
stated:

"The Committee expects to be advised of whether it is
intended to invoke surcharge provisions of the Audit
Act as well as any ather proposals for recovery.
The Committee notes that the Department sought a
legal advising from the Attorney-General's Depart-
ment in May (1977) on the unauthorised payment. The
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Committee is disturbed at the delay in providing
this advice to the Department.”

1.13 The copy of the Crown Solicitor's advice was forwar-
ded to the Committee in March 1978. The tenor of that advice
was that there had not been sufficient material made avall-
able to him to enable him to form a definitive view as to the
likelihood of success of proceeding to recover the amounts
that appear to have been paid without authority.

1.14 However, earlier in the opinion, the Crown Solicitor
had raised doubts ss to whether any action to recover amounts
paid would succeed as the principal witness for the Common-
wealth would be giving evidence against himself and other
plaintiffs would immediately counter with claims against Lhe
Commanwealth, The Solicitor also pointed out that there
could be considerable criticism of the Commonwealth Lf this
action was undertaken. He also presumed, from the evidence
available to him, that certain payments were directed to be
made by officers who were senior to those who actually autho-
rised and certified the payments.

1.15 The Crown Solicitor also suggested that it would be
desirable for a full investigation to be made into the whole
of the relevant circumstances surrounding the making of each
unauthorised payment. This investigation should slso include

the taking of detailed written statements of all the persons
involved.

1.16 In reply, the Department said that:

"It would be extremely difficult to conduct an exami-
nation aleng the lines proposed at this stage in
time. (end of 1978) The events happened 3 - 4 years
ago and involved officers from the Public Service
Board, the Overseas Property Bureau, the Department
of Finance and from this Oepartment. A number of
the officers from this Department who were in the
Department or Dublin over the period that the pay-
ments were transacted are serving at other missions
overseas and no longer have access to records that
would enable them to provide accurate written infor-
mation about the circumstances surrounding the
unauthorised payments. Some officers are nc longer
employed in the Service."

1.17 The Solicitor also pointed out that it was a matter
for the Auditor-General to consider whether he should surch-
arge, under Section 42 of the Audit Act 1901, the accounting
officer or officers or other person or persons concerned with
the expenditure which was not properly authorised. The Dep-

artment of Foreign Affairs, in advice to the Committee said
that:




"The Department has once again examined all the facts
available to it and has concluded that it would be
extremely difficult and barely cost effective to
conduct further investigation into the circumstances
under which the payments were autharised. Even if
it were possible to satisfactorily complete an inve-
stigation along the lines proposed the Department
doubts that it would turn up information that would
be of any great assistance to the Crown Solicitor in
forming a definitive opinion as to the likelihood of
success of proceeding to recover the unauthorised
payments.

A much tighter control is now exercied where there
are requests from posts for an extension of settling
-in conditions. The Department liaises closely with
the Public Service board and also the Overscas Ope~
rations Branch, Department of Administrative Servi-
ces and ensures that there is o quick response to
all requests. Posts are required to report progress
regularly during the search for accommodation and to
furnish details of houses inspected giving reasons
for rejecting them. This information is examined in
Canberra and where it is considered that the post is
being unduly selective in its search they are inst-
ructed accordingly.”

1.18 It had concluded by saying that it had instructed
the Crown Solicitor that no action should be taken against
individual officers for recovery.

1.19 In an advice to the Chairman of the Committee the
Auditor-General stated that in the absence of a Department of
Foreign Affairs investigation to identify the officers who
were involved in the unauthorised payment it would have been
necessary for the Auditor-General to undertake a detailed
investigation to determine the accounting officer or other
persons concerned for the purposes of the application of the
surcharge provisions,

1.20 The Auditor-General also advised that because of the
complexities of these provisions it would have been necessary
to obtain legal advice from the Attorney-General. A previous
opinion on Section 42(2) of the Audit Act 1901 cxpressed the
view that because of the nature of that section, if the
Auditor-General was satisfied that a person had been concer-
ned with only one of the events specified in that section he
would have to surcharge him with the total of all relevant
amounts ascertained in accordance with the latter paragraphs
of that section and that in addition the Auditor-General
would be required as a matter of law to issue surcharges
against all of the officers concerned although no Common-
wealth funds had been lost.




1.21 The Auditor~General informed the Committee that it
was because of these and similar difficulties, which made the
application of the surcharge provisions almost impossible to
invoke, that the Government agreed tc replace the surcharge
provisions with more equitable procedures. The Audit Amend-
ment Act 1979, assented to on 7 March 1979, will remove the
surcharge provision from the Audit Act and, when the relevant
section is proclaimed.

1.22 In all the circumstances the Auditor-General decided
not to proceed with surcharge action in this case.

1.23 The Committee has had much difficulty in reaching
its attitude and conclusions in this case. The Committee
believes that the processes cstablished by the Public Service
Board and requlations laid down under the Audit Act have been
flouted and that money was applied without due respect for
the legal processes required of accounting officers. The
Committee recognises that to pursue the matter further would
not be feasible.

1.24 The Committee also recognises that expediency ruled
in this case and that other circumstances, e.g. the purcha-
sing of a residence for the Counsellor at the Dublin embassy,
dominated. The Committee has not been satisfied with the
level of cooperation by relevant departments in this matter
and the length of time taken to settle it. It would expect
the proper authorities to pursue any future cases to finality
through the due process of law.

1.25 The Committee reiterates that no doubt the difficul-
ties with purchase of the residence had a great deal of inf-
luence upon the officers concerned to continue payment of the
settling in allowances for well beyond the recognised period.
The Committee has reported elsewhere on this matter in Repaort
172 on the Financing and Administration of Property Owned or
Leased Overseas by the Commonwealth Government (Parliamentary
Paper No. 33 9/1978). This report was tabled almost two
years ago and the Committee has expressed its dismay as to
the delay in receiving a response.

1.26 The Committee notes the tighter control now exer-
cised in this area and reluctantly accepts that this matter
is closed.

Reporting by Statutory Authorities

1.27 The Committee again emphasises the importance which
it considers is attached to the presentation of timely finan-
cial statements of statutory organisations for audit in acc-
ordance with statutory requirements. These requirements are
intended to provide the Parliament and the public with inde-
pendent, expert advice on both the adequacy of those state-
ments as a report on financial standing and as an indicator
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of the efficiency of public sector management. The prepar-
ation of financial statements should, therefore, be given a
level of priority for purposes of resource allocation commen-
surate with their role in public administration.

1.28 The Committee wishes to make some specific comments
on this matter in relation to inquiries conducted arising
from the Auditor-General's Reports from 1976~77, into the
Australian Yiheat Board, the Darwin Community College and The
Australian Government Retirement Benefits Office.

Australian Wheat Board (Chapter 3)

1.29 During the inguiry, the Committee was informed that
the Department of Primary Industry has scught s legal opinion
on the legal standing of the payments made by the Wheat Board
without authority. The Department has now informed the
Committee that the opinion provided to the Department on 2
February 1979 indicated that the payments made under the
Wheat Industry Stabilisation Act 1974 were unauthorised.

1.30 The Committee notes that the legislation under which
the Board makes payments to the State Bulk Wheat Handling Au-
thorities was amended by the Wheat Industry Stabilisation Am-
endment Act 1978, No. 165, at” the same time that we reported.

1.31 This Act, according to the Minister for Primary Ind-
ustry in the Second Reading speech on 9 November 1978 changed

“the legal authority on which payments are made by
the Wheat Board to the State bulk handling authorit-
ies. Presently this authority is provided by agrece-
ments between the Commonwealth Minister for Primary
Industry and each of the State Ministers responsible
for agriculture. This requirement was incorporated
in the legislation to protect the Commonwcalth's
contingent lisbility under guarantced price arrange=-
ments which took into account changes in bulk hand-
ling costs."”

1.32 Since presenting our report, in which we were con-
cerned about the administration of this authority, the Senate
Standing Committee on Fimance and Government Operations has
made several reports on Statutory Authorities of the Common-

wealth, including their responsibility to report regularly to
Parliament.

1.33 The Public Accounts Committee is pleased to note the
comments by the Senate Committee about the Wheat Board. This
confirms the concern we have expressed from time to time on
this subject and we Fully support their conclusions and reco-
mmendations designed to to ensure the highest level of resp-
onsibility and accountability.




Darwin Community College (Chapter 3)

1.34 The problem of poor reporting performance by some
statutory authorities was examined more closely by the Com-
mittee in the context of failure of the Darwin Community
College to submit financial statements in final approved form
from July 1973 to December 1976.

1.35 The Committee notes that

"the control which can be exercised by the Department
of Finance in minimising delays is limited, bul
internal working arrangements are directed to
ensuring that delays in determining the format of
financial statements or in presentation of an
authority's annual report to Parliament do not
occur. The Department of Finance is taking what
action it can to ensure that '"client" authorities
presgnt timely reports".

1.36 The Committee is not satisfied that this is suffi-
cient and trusts that the Department of Finance will continue
with the Auditor General and "parent® departments to explore
methods that will ensure timely and comprehensive reports are
presented by every authority. We believe there is a case for
requiring all authorities to report to the Parliament and we
support the proposals of the Senate Standing Committee on
Finance and Government Operations for an Annual Reports Act.

Departments of Aboriginal Affairs and Education -~
Implementation of Cabinet Decision (Chapter 3)

1.37 In its inquiry into housing rental in the Northern
Territory, the Committee expressed reservations about the
adequacy of ensuring the implementation of Cabinet decisions.
The Committee did not question the principle that cach Minis-
ter is responsible for implementing Cabinet Decisions which
have an impact in the area of his portfolio and agrees with
the sentiment expressed by the Prime Minister in a letter to
the Chairman of the Committee that

"It is a fundamental issue of administration For the
present government that responsibility for implemen-
tation of policy lies with Ministers and their Dep-
artments. Any co-ordination activity is subordinate
to that. Ministers, not the Cabinet Office, are re-
sponsible for the manner in which Cabinet Decisions
are implemented."

1.38 The committee would like to emphasise that Depart-
ments have a responsibility to support Ministers in carrying
out their ministerial responsibilities and directs attention

to the response by the Department of Prime Minister and
Cabinet,




Department of Construction (Now Department of Housing and
Canstruction) {(Chapter 3)

1.39 The Committee stand by its conclusion that "“the
Audit Office made attempts both before, on and after the
memorandum of 5 May 1977 to obtain departmental verification
of the estimate” and wishes to restate its conclusion that it

"... cannot accept the Department's complaint that it
was not given an opportunity to comment on the
contents of the Auditor-General's Report to the
Parlisment. The Committee beliecves that there was
adequate time between 5 May 1977 and the tabling of
the réport on 13 September for the Department to
provide a reply, even if only an interim reply to
the specific queries of the 5 May memorandum."

1.40 The Committee reminds readers that queries by the
Auditor-General under Section 42 of the Audit Act 1901 requ-
ire a response to within 14 days. The Committee understands
the constraint of Section 14C(3) of the Audit Act which pre-
vents him from discussing his findings prior to reporting to
Parliament, However, the Committee believes that it is desi-
rable for the Auditor-General to be prepasred to discuss the
formal audit queries with Departments. While the Committee
understands it is normal practice for the Auditor-General's
officers to informally discuss these matters, it is not for
the Auditor-General to seek such discussions,

Department of Defence ~ Transfer of Equipment (Chapter 3)

1,41 The Committee wishes to direct all departments' att-
ention to Section 32/30 of Finance Directions which requires
a proper evaluation of transfers of equipment between Common-
wealth departments and that such transfers are to be paid
for. The Committee observes that it is proposed to include
in Finance Directions guidelines for the proper evaluation of
need before free transfers between departments are sought.

1.42 In relation to resale value of obsolete or surplus
eguipment, it is the Committee's observation that, in some
cases, the commercial value on resale has been destroyed by
an overemphasis of special specifications Ffor government
applications generally, over and above that which may be
required in similar circumstances in private industry, This
appears to be particularly obvious in transportation, accom-
modation and catering activities.

Superannuation Fund (Chapter 3)

1.43 The Committee notes that the reason given by the

Australian Government Retirements Benefits Office for not

adopting the effective solutlion of employing temporary staff

was the rvigorous application of staff ceilings which it

claimed to have penetrated only after protracted negotiations

with the Public Service Board. The Committee also notes with
9




some satisfaction that the AGRBO has adopted a practice of
providing Parliament with Interim Reports which also gives
the Committee confidence that. the Board will shortly be
reporting more promptly.

1.44 The Committee noted from the Interim Report for
1978-79 (tabled in Parliament in May 1980) that a reduction
in staff numbers largely reflected the progressive rundown of
the Superannuation Task Force established in 1976 to assist
the winding up of the old Superannuation fund and overtaking
the arrears in contribution records.

1.45 While such a statement pleases the Committee, it is
concerned to note that since its Report on the Auditor-Gene-
ral's comments in 1977, the Auditor-General has continued to
report unfavourably on aspects of the administration of the
AGRBO. The Committee trusts that the next Auditor-General's
report will reflect the improved administration following
from the apparent reduction in the backlog of work.

Payment of Accounts (Chapter 4)

1.46 The Committee welcomes the support given by the
Minister for Finance and other Ministers to the Committce's
view that departments and authorities should accept their
aobligations to their creditors, including other departments
and authorites which provide goods or services and settle
accounts promptly for goods and services supplied.

1.47 It was pleasing to note that, inter alia, the Min-
ister for Defence advised the Committee in advance of the
formal Department of Finance Minute of a pilot scheme to
monitor all traders' claims, identifying those having incen-
tive discount available and thus mitigating against claims
being delayed. The Committee would be pleased to receive
advice of the success of this trial of a minor purchasing
arrangement in Melbourne.

1.48 A letter written by the Secretary to the Department
of Finance to all Permanent Heads and relevant Statutory
Office Holders with the powers of a Permanent Head on 17
December 1979 is reproduced at Appendix A.

For and on behalf of the Committee,

avid M. Connolly, M.P.
Chairman

M.J. Talberg,
Secretary,

Joint Committee of Public Aeccounts,
Parliament House,
CANBERRA

28 August 1980
10




CHAPTER 2

DEPARTMENT OF FINANCE MINUTE ON
JHE 167TH REPCORY OF THE JOINT COMMITTEE OF
PUBLIC ACCOUNTS OF THE REPORT OF THE
AUDITOR-GENERAL FINANCIAL YEAR 1975-76
Committee's Conclusions Department of Finance
167th Reporct Minute
(2 November, 1977) (3 May 1979)

The Department of Finance has
examined the Report and has
discussed the departments
concerned with the obser-
vations and conclusions of
the Committee which have
where necessary been brought
to the notice of the relevant
officers.

Amendments to the Adminis-
trative Arrangements 0Order
subsequent to the Report have
resulted in changes to the
names of some departments and
the transfer of some func-
tions from one department to
another. Departments named
in the headings in this
Minute conform with the names
appearing in the Committee's
Report.

11




Committee’'s Conclusions
167th Report
(2 November, 1977)

Department of Finance
Minute
(3 Hay 1979)

DEPARTMENT OF ADMINISTRATIYE SERVICES

AGPS - Commonwealth Government Stores Trust Account

24. The Committee appreciat-
es that there were difficult~
ies assaciated with the
staffing of the section con-
cerned. Nevertheless, the
Committee is not convinced by
the evidence before [t that
the circumstances surgounding
the staffing of this section
in any justified what must be
considered a serious break-
down in the accounting and
recording aspects of the
storekeeping function of the
section concerned.

25. The Committee was in-
formed that at the beginning
of the 1975-76 financial year
the approved staff ceiling
for the AGPS was lower Lthan
the actual number of staff

employed.. Consequently,
vacancies were not filled
until the number of staff

employed fell below the staff
ceiling. While the evidence
is not clear whether vacan-
cies were allowed to remain
unfilled in the Finance
Section to satisfy this re-
quirement, it is apparent
that the Department should
make a critical appraisal aof
the functions and processes
within the AGPS. This ap~-
praisal should be aimed at
eliminating unnecessary and
out~of-date procedures for
which wvaluable staff re-
sources might be better em-
ployed elsewhere. The Com-
mittee will be maintaining an
interest in this area.

12

The Department of Adminis-
trative Services accepts the
Committee's conclusion.
Positive steps have been
taken to improve the staffing
position in the area. An
establishment review of the
section (which has formed
part of a major review of 3rd
and 4th Division positions in
the Department) has almost
been completed: subject to
appropriate approvals it is
expected that a more effect-
ive organisation will result
both in terms of number of
poslitions and classification
levels appropriate to the
workload in the area.

The Department of Adminis-
trative Services has advised
that since the breakdown
there has also been a review
of Australian Government
Publishing Service operations
by an independent consultant.
Various recommendations have
already been adopted but
major items such as the in-
troduction of fully integrat-
ed data processing systems
coupled with a complete

review of financial and other

management information re-
quirements need the second-
ment of several officers full
time for probably a year.

Additional temporary pro-
vision for one Clerk Class 10
and one Clerk Class 9 has now
been arranged. Investiga-
tions which are proceeding
into the sales and distribu-
tion of Government Publica-
tions have revealed that
computerising stock inventor-
ies, involcing, sales and




Committee's Conclusions

epor
(2 November, 1977)

26, Further, the Committee
notes that the team leader
failed to provide additional
on-the-job tralning and suf-
ficient supervision to his
subordinates. This was borne
out by evidence that he ac-
cepted incorrect work and the
Committee can only surmise
that the training of this
officer was also deflicient,
not only in accounting
skills, but also in super-
visory techniques. The Com-
mittee regards training at
all levels as important and
considers that the provision
of up-to-date instruction
manuals is essential,

13

Department of Finance

inGES
(3 May 1979)

debtor recording could give a
saving of approximately seven
positions. Such a system
would also be suitable for
use in the Commonwealth
Stores Trust Account opera-
tions. Since the breakdown
occurred, several changes
have been made in the pro-
cedures for the recording of
creditors and debtors in the
Stores Trust Account and with
better controls these opera-
tions are now functioning
more efficiently.

The Department of Adminis-
trative Services agrees that
the provision of training is
important and the availabil-
ity of a fully detailed ac-
counting manual is essential.
However, apart from the
limlted resources available
to prepare such a manual, its
preparation is not practical
until the major recommend-
ations of the review pre-
viously mentioned are imple-
mented. Pending the avail-
ability of resources to pro-
duce the desired accounting
manual interim financial
instructions have been issued
in relation to the Common-
wealth Stores Trust Account
operations.

Provision of on-the-job
training will be facilitated
by the introduction of the
revised organisation struc-
ture which will provide some
capacity in the supervisory
positions to undertake trai-
ning responsibilities. In
addition, the provision of a
new structure with additional
positions and appropriate
classifications should reduce
the staff turnover, and con-
sequent require-ment far
further on-the-job training.




Committee's Conclusions
167th Report
(2 November, 1977)

27. The. Committee was as-
sured that there was no
question of incorrect pay-
ments having been made as all
claims had been oxamined,
certified and authorised in
accordance with Department of
Ffinance Directions. The Com~
mittee is only able to take
this assurance at face value
as it has been noted on nu-
merous occasions that unless
the matching control proced-
ures are adequate incorrect
payments can occur.

28, The Committee notes that
the Department has carried
out a detaliled reconstruction
of records and has introduced
procedures and controls to
overcome the existing de-
fects. While the Committec
trusts that the revised con-
trol and supervision pro-
cedures will be kept under
close review, we note that
the Auditor-General in his
Report for 1976-77 has stated

that the position is still
not entirely satisfactory.
The Committee wishes to be

informed of the Oepartment's
response to the Audltor-
General's queries.

14

Department of Finance
Minute
(3 May 1979)

The Department of Admin-
istrative Services has
advised that action has been
taken to rectify the record-
ing and procedural defects
referred to in the Auditer-
General's Report for 1976-77.
Written instructions bhave
been amended, issued and
implemented and subsidliary
records have been introduced.
Whilst operatlons are now
being correctly recorded some
delay in the preparation of
monthly balance sheets is
still being experienced be-
cause of the turnover of
qualified staff. Every
effort is being made to over-
take the arrears and it is
expected that the balance
sheets will be up to date by
30 June 1979.




Committee’'s Conclusions
epor
(2 November, 1977)

Bepartment of Finance

inute
(3 May 1979)

DEPARTMENT OF CONSTRUCTION

Fire Protection of Government Owned

or Occupied Property

54. The Committee sapprec-
lates that the Department of
Construction faces difficulty
in employing sufficient staff
to perform the adequacy and
effectiveness surveys of fire
safety hecause of the broad
background required by such
staff and the absence of
formal training in what is a
speciallised area, However,
noting that the Department
accepted the Fire Board's
recommendation for a three-
year cycle of surveys, as
long ago as 1964, the Com-
mittee ils not satisfied that
the Department took suffic-
lent action, in the years
prior to the lmposition of
staffing restraints, to in~
crease staffing to a level
where it could meet the
three-year cycle.

15

The Department of Housing and
Construction accepts that
staffing was not braught to a
level where it could complete
syrveys within the required
three year cycle. The De-
partment has however pointed
out that during the years
1964-1972 the position was
not without some difficulties
which included:

- the inability to recruit
suitably experienced per~
sonnell as the then named
Fire Protection 0fficers.

the need to devote consid-
erable effort to set wup
inventories and procedures
for Inspection and report-
ing on adequacy and cof-
fectiveness of fire pro-
tection provisions and for
recording survey results,

- the decreasing capacity of
local flire brigades to as-
sist with adequacy and ef-
fectiveness surveys (prior
to 1964 Fire Brigades
handled a major part of
the workload and the re-
mainder was mainly done by

the Department's Works
Supervisors generally
inexperienced in fire

safety matters).

- the lack of sufficlent
departmental experience
during these years in the
conduct of adequacy and
effectiveness surveys to
enable estimates of re~
quired staff numbers to be
made with any degree of
accuracy.
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55. The Committee believes
that the Department has been
negligent in Lfts responsib-
ilites towards fire safety in
the conduct of adequacy and
effectiveness surveys to
allow cycle times of up to 56
years for surveys to develop
in the Australian Capital
Tercitory. The Department
should have placed grester
prlority on 1its staffing
needs in the fire safety area
in the past and hopes that
departmental plans to in-
crease establishment from 18
to 44 over the next three
years are given priority.

16
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Although fire safety adequacy
and effectiveness surveys may
not have been to the three
year target cycle the Depart-
ment of Housing and Construc-
tion emphatically maintains
that its overall performance
in the fire safety area, par~
ticularly relating to the de-
sign of new works over the
last 25 years has been one of
a leader in the field. Adeqg~
uacy and effectiveness sur-
veys are but one part of the
Department's overall activit-
ies in regard to fire safety.

The Department of Housing and
Construction contents that
the Committee's observation
that the lIntervaels between
surveys range from 3 years up
to 56 years does not present
a meaningful picture. As
stated by the Committee the
56 year interval occurred in
the ACT where the Department
relied heavily on the ACT
Fire Brigade for the conduct
of the surveys, In general
the intervals, with the ex-
ception of the ACT, range
from 3 to 12 years.

The shortage of suitably
trained staff to carry out
the functions of fire safety
officer remains a serious
problem. They are not inter-
changeable wlith engineers,
architects or technical of-
ficers and are not readily
available from the very few
consulting firms active in
fire safety work. Retraining
of works supervisors is one
avenue being actively pursued
wherever supervisors have the
basic skills and are prepared
to undergo training. The
Department has advised that
the current establishment is
23 Officers.
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56. The Committee wishes to
be kept informed of any sub~
stantial progress in the
development of formal courses
designed to tralin Fire Safety
Officers for work in Common-
vealth Departments and auth-
orities. We also wish to be
advised of the outcome of any
negotiations between the De-
partments of Finance and
Administrative, Services to
amend the Finance Directions
in the areas canvassed during
the inquiry.
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The Department of Housing and
Construction has advised that
bi-annual courses are conduc-
ted by an inter-departmental
committee comprising the
Departments of Transport,
Housing and Construction,
Defence and Productivity, the
Australian Telecommunications
Commission and the Fire
Board. On complction of the
next course, 22 officers will
have undergone training. In
additlon, in Mid April 1979,
8 officers will attend a
course arranged by the De-
partment of Housing and
Construction at the Depart-
ment's Experimental Building
Station and & further & are
scheduled to attend when this
course Is repeated in Septem-

ber. However, irrespective
of the satisfactory comple-
tion of a formal course,

practical werk and on-the-job
experlence is essential be-
fore fire safety officers arec
effective in survey work.

The Department of Adminis-
trative Services has advised
that, as part of its property
management Ffunction it has
certain responsibilities for
fire protection and Ffire
safety/ emergency evacuation
procedures in Commonwealth
and leased buildings. The
Department has therefore
agreed that those sections of
the Finance Directions rele-
vant to the operational as-
pects of fire protection and
fire safety will be updated
in consultation with relevant
departments and incorporated
in its Property Manual in due
course, When this occurs the
Department of Finance pro-
poses to repeal Finance Dir-
ections 32/13 and 32/14.
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DEPARTMENT OF FOREIGN AFFAIRS

Unauthorised Payment of Settling-In-Allowance - Dublin

96. From the evidence it is
clear to the Committee that
the Department acted without
authority during three sep-
arate periods between the
expiration of the Embassy's
discretionary power to extend
settling~in-allowances on 10
November 1974 and the Coun-
sellor's occupation of the
upper floor of "Hatley House"
on 25 September 1975, These
three periods were:

i) From 10 November 1974
to 16 March 1975 when
the Embassy continued
to pay settling-in-
allowances although
approval for the exten-
sion on settling-in-
conditions was recelved
by the Department until
3 April 1975.

ii) From 17 Mstrch 1975 to
23 June 1975 when set-
tling~in-allowances
were paid without ap-
proval.

iil) From 24 June 1975 to 25
September 1975 when the
Department authorised
advances totalling more
than $7000 on 25 July
and 4 September in the
full knowledge that the
Public Service Board
had rejected the exten-

slon of settling-in-al-

lowances on 24 July.

97. The Committee believes
that payments made during the
first two of these periods
arose partly as a result of
the inflexibility of the post
in its search for short-term
accommodation and partly as a

18
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result of administrative mis-
management of the Department
and at the post. The Departe
ment admitted these faults
during the course of the
public inquiry. In relation
to the search for short-term
accommocation the Committee
has noted that on 13 March
1975 the Embassy commented
that it still envisaged se-
veral months' delay In occu-
pying "Hatley House" yet per-
sisted in restricting its
search for short-term accom-
modation to a search for
premises requiring only three
months' leases. On 18 March
only five days after the
above commend was made by the
Embassy, the Embassy rejected
a property without inspection
on the grounds that six
months' lease was required.

98. The Committee believes
that the last of these three
lnstances in paragraph 96
above, was the mest serious
and is deeply disturbed at
the Department's action in
authorising payments after 24
July without authority., Not-
withstanding the circumstan-
ces the Committee believes
that the Department’s action
was a deliberate defiance of
the Public Service Board's
rejection of an extension
beyond 16 March, The Depart-
ment's action on its own
admission must stand condem-
ned.
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99. The evidence shows a
difference of opinion regar~
ding the authorisation and
certification of accounts in
the period from 10 November
1974 to 16 March 1975. On
the one hand the Department
stated that the accounts were
authorised and certified by
the Counsellor in Dublin
while on the other hand the
Finance Observer stated that
the accuunts were authorised
by the Department of Fareign
Affairs in Australia and
certified in Dublin. Regard-
less of where the accounts
were actually asuthorised the
Committee is deeply disturbed
that this action was taken
prior to Publie Service Board
approval being obtained. The
Committee would also register
its surprise that the officer
who received the payments was
also the offlicer responsible
for certifying the correct~
ness of Lthose payments. The
Committee believes that such
dual responsiblility should be
avoided whenever possible.

Department of Finance

Minute
(3 Hay 1979)

The Department of Finance
does not agree that there was
a difference of opinion be-
tween the then Treasury O0b-
server and the Department of
Foreign Affairs. The trans-
cripts of evidence records
the Treasury Observer as
gaying that an advance of
$20006° for the purpose of
paying settling-in-allowance
was autharised by the Depart-
meat of Foreign Affairs in
Australia and that accounts
For payment were certified in
Dublin. The evidence of the
Department of Forelign Affairs
was that actual payments were
authorised and certified in
Dublin. "Authorised" in the
latter case was a reference
to the administrative action
of establishing the "entitle-
ment" - the accounts as such
were authorlised in the finan-
clal sengse in the Accounting
Office (then Sub-Treasury)
London,

Nelther the Audit Act nor the
Finance Regulatlions prevent a
Certifying Officer from cer-
tifying an account payable to
himself or otherwise for his
benefit. A Cartifying Of-
ficer for a departmental
office in Australia would not
normally be called upon to
certify payments to himself
(except as part of g depart-
mental payroll). At overseas
posts, because of the limited
number of staff employed, the
situation can arise where the
Certifying Officer is con-
fronted with the need to
certify such a payment but he
must do so having regard to
his very clear responsibili-
ties under Section 34(3) of
the Audit Act 1901 and relev-
ant Flnance Regulations and
Directions. The Finance
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100. The Committee is of the
opinion that had the Depart~
ment obtained approval to ex-
tend settling-in conditions
before the authorised exten-
sion date a suitable solution

may have been reached. The
absence of clear and full
communication between the

Department and the Embassy
was significant in perpet-
uating the problems which
ultimately led to the unauth-
orised payment of $13 786 in
settling-in-allowances.

101. The Committee expects
to be advised of whether it
is lintended to invoke sur-
charge provisions of the
Audit Act as well as any
other preposals for recovery.
The committee notes that the
Department has sought a legal
advising from the Attorney-
General's Department in May
on the unauthorised payment.
The Committee is disturbed at
the delay in providing this
advice to the Department.
The Committee still awaits
advice aof the outcome.

102, The Committee is also
disturbed at the structural
problems which became evident
in "Hatley House"™ only after

the Embassy had secured ac-
cess to the property. The
Committee has noted that

these problems were not de-
tected by the consultant
architect who examlned the
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(Overseas Accounts) Direc-
tions are being reviewed and
consideration is being given
to the need to include appro-
priate guidelines for Cer-
tifying Officers who are
placed in this situatlion.

The Crown Solicitor has ad-
vised that the delay in Ffur-
nishing advice to the Depart-
ment was due to the pressure
of work, the magnitude of the
task, the necessity to trans-
fer the officer originally
assigned the task to other
duties and his view that the

matter should receive his
personal attention.

The Auditor-General has
written to the Committec

outlining the reasons why he
does not intend to proceed
with surcharge action in this
case,
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property on behalf of the
Embassy., However, this does
not absolve the Embassy from
itsg responsibilities for
maintaining a reasonable
scrutiny of the property in
which they would have had a
continuing interest. The
Committee will comment Fur-
ther on this aspect and on
other matters relating to the
present system of lsasing and
purchasing accommodation
overseas in its-report on the
former Overseas Property
Bureau which it expects to
table shortly.

Department of Finance
B 1

(3 May 1979)

DEPARTMENT OF THE NORTHERN TERRITORY

145, The Committee recog-
nises the difflculties and
complexitles which faced the
Department after the cyclone
and acknowledges the effarts
made by Lt under the circum-
stances to provide public
utility services, Neverthe-
less, the Committee is seri-
ously concerned about the
substantial delays in effec~
tive billing and the loss of
revenue.

146. The Committee is
critical of the divislon of
responsibilities for both the
electricity supply and the
water and sewerage services.
Whereas the Department of
Construction spends a large
proportion of the appropria-
tions for utility services in
the Territory it has no res-
ponsibility for the collec-
tion of revenue. There ap-
pears to have been little co-
ordination to assist In over-
coming the difficulties being
experienced by the Department
of the Northern Territory,
both in the collection of
revenue and in setting ade-
quate charges to recoup
costs. The Committee be-
lieves that a major factor
contributing to the non-col-
lection of revenue was that
the Department of the North-

22

The conclusions of the Com-
mittee In paragraphs 145 to
151 of the Report relate to
matters which are now the
responsibility of the North-
ern Territory Government.
However, comments obtalned
fram the former Department of
the Northern Territory prior
to its abolition are included
In the following responses.

The former Department of the
Northern Territory accepted
the Committee's conclusions
that {neffective co-ordina-
tion contributed to the dif-
ficulties experienced in
relation to the collection of
revenue and, to a lesser
extent, the setting aof
charges, However, in the
post-cyclone situation, some
lack of cow-ordination could
be considered a natural con-
sequence of the disaster. At
that stage the Department of
Construction saw its goal as
the quickest possible restor-
ation of an adequate elec-
tricity system while the
former Department of the
Northern Territory was con-
cerned to ensure *that the
administrative and financial
infrastructure for that
system was. soundly based.
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ern Territory did not control
staff to carry out disconnec-
tions. The reluctance on the
part of both the Department
of Construction and the De-

partment of the Northern
Territory to make staff
available made effective

recovery actlon difficult.

147, The Committee noted the
conflict between the Depart-
ment and the Publle Service
Board concerning an adequate
galary classification for
some positions. The Commit-
tee believes that the Public
Service Board should give due
consideration to the reality
that special staffing dif-
ficultlies exist in the North~
ern Territory and that the
Department should investigate
any technical advances which
could assist in overcoming
this continuing problem.

148, The Committee also
noted that the Department was
experiencing
through the irregularity of
the Darwin power supply and,
as a consequence, lost work
in process caused many hours
of duplicated effaort. The

difficulties
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The Public Service Board has
advised that it does not
regard the granting of higher
clagssification and thus sal-
ary as the appropriate method

of attracting staff to such
localities as Darwin. In
fact, other special benefits

were applied to persons work-
ing in Dsrwin immediately
after the cyclone., The par-
ticular recruitment problems
in the Northern Territory
even in normal times are
recognised in the district
allowances paid and zone
allowances granted for tax-
ation purposes and a variety
of other speclal conditions
of employment. The Board is
not aware of evidence which
would indicate that those
measures have been lnadequate
under normal conditlons.

The former Department of the

Northern Territory advised
that a number of the recom-
mendations of the Mackay

enquiry into the operatian
and management of the elec-
tricity undertaking have been
implemented, including the
establishment of an Electri-
city Commission.
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Committee is critical that
the Department did not fore-
see that, in such a situa-
tlon, the provision of a "no-
break" auxiliary power supply
would have been an elementary
precaution.

149, The Committee was ex-
tremely dissatisfied with the
financial results of the
Northern Territory Electric-
ity Supply Undertaking since
1971-72. The evidence demon-
strated that the charges for
power consumed are required
to be based upon the recovery
of the full costs, However,
the Ffinancial results for
those years clearly indicate
that the lincreased costs of

operations were not matched
by corresponding lncreases in
revenue.,. As a consequence

more than $23m of expenditure
may not have been recovered.
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The former Department of the
Northern Territory advised
that the need for a tariff
increase to compensate for
increased costs particul-
arly those arising out of
increases in fuel olil prices
was recognised, However,
regulations to give effect to
a tariff Increasse could not
be made against the opposi-
tion of the Legislative
Assembly, which was not pre-
pared to approve increases in
charges without receiving
firm asgurances from the Gov-
ernment on constitutional
development for the Territ-
ory. Following resolutlion of
the constitutional issue,
tariff increases were intro-
duced with effect from 1 Jan
1978 and 1 Jul 1978 which
took Northern Territory elec-
tricity charges to a level
equivalent to those applying
in North Queensland. The
Government has agreed that
pending a long term solution
to the problem of power gen-
eration in the Northern Ter-
ritory, North Queensland tar-
iffs should be taken as the
bench mark for any subsidy to
apply to the Northern Terri-
tory Electricity Commission.
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150. The Committee agrees
with the recommendation con-
tained in the report into the
Public Electricity Supply in
the Northern Territory, pre-
sented to Parliament in June
of this year, that a single
authority be established with
responsibility, for public
electricity supply in the
Northern Territory. However,
the Committee believes that
this authority should be
broadened to include
responsibility for the other
utilities. While the
Committee recognises that the
basic functions are dis~
similar, it believes a dupli-
cate administrative structure
i{s potentially wasteful and
expensive for consumers in an
area where the population
centres are relatively small.
The Committee wishes to be
informed of the future arran-
gements Ffor the praovision of
utility services in the
Northern Territory.

151. The Committee is con-
cerned to note that a signif-
icant proportion of accounts
outstanding prior to the
cyclone were due by Govern-
ment departments and author-
Ilties. Departments are rem-
inded of the views expressed
in the Committee's 15lst
report, that reqular reviews
of unpaid accounts should be
made and proper use of reg-
isters of accounts
readily disclose accounts
that have been unpaid for any
length of time. The Commit-
tee reminds departments that
financlial obligations should
be met promptly to assist in
reducing the staff resources
used to follow up unpaid
accounts.

should
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The former ODepartment of the
Northern Territory advised
that responsibility for the
electricity and public util-
ity functions was transferred
to the Northern Territory
Government on 1 Jul 1978.
That Government has decided
to establish an independent
statutory authority to pro-
vide the electricity gervice
and to lIntegrate the water
supply and sewerage functions
with the Northern TYerritory
Department of Transport and
Works. In the context of
self-government Lthese are
decisions which can appro~
priately be taken by the
Nocthern Territory Government

but the conclusions of the
Committee have been brought
to the attention of ¢that

Government.
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DEPARTMENT OF PRODUCTIVITY

(The Department of Productivity was created
on 8 November 1976 assuming the function
reported previously located in the
Department of Industry and Commerce)

170, The evidence shows that
in. 1964, in response to a
request from the then Depart~
ment of Air, new procedures
were devised under which the
Department was required to
obtain acquittapces by Aus~
tralian contractors on the
originals of priced invoices
and to certify and forward
them to the Department of
Air. The previous procedures
had been devised by a working
party established by the
Department when the project
commenced in 1961. Under
these procedures there was no
requirement that invoices
received in Australia had to
be acquitted against receipt
of supplies, although Aus-
tralian contractors were
required to maintain physical
control of all material and
companents supplied by the
foreign contractors. The
Committee is disturbed by the
evidence that after three
years, new procedures were
introduced creating a large
amount of work which the De-
partment now regards as not
having been effective,

171. In the interest of
effective financial control
over major projects such as
this, the Committee regards
it as essential that the
procedures and financial
responsiblities of the var-
ious parties are clearly
defined at the outset and
that careful consideration is
given to any amendments to
procedures, Further, we
would regard early and con
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The Department of Productiv-
ity has advised that the new
procedures were implemented
at the request of the then
Department of Air which con-
sidered the procedure neces-
sary to discharge its oblig-
ations as the department
incurring the expenditure.
It was within this framework
of one department receiving
the appropriation and the
other the supplies or
material that it was agreed
to acquit the funding in-
voices with recsipts. The
procedure on a prima facie
basis appeared to have merit,
However, it Ffailed to take
account of checks already in
the system and such problems
as significant delays in the
submission of linvoices and
difficulties associated in
relating invoices to specific
deliveries.

The Department of Productiv-
ity agrees with the Commit-
tee's comments on the need
for the procedures and finan-
cial responsibilities of the
parties to such financial
projects to be clearly de-
fined at the outset and for
careful consideration to be
given to any amendments to
procedures, It was within
the process of re-evaluation
that the Department of Air
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tinuing consultation with
Department of Finance and
Auditor-General's O0Office
settle such procedures as
absolutely essential. As
defence procurement is likely
to be from overseas for the
forseeable future, the Com-
mittee wishes to be advised
of the existence of any
gquidelines for overseas pro-

curements and whether the
lessons learnt from this
experience have' been incor-
porated.

172. The Committee acknow-
ledges that in the circum-
stances explained by the

Department 8 satisfactory
system of control was by no
means easily obtainable. on
the evidence placed before
the Committee it appears that
the foreign contractors fail-
ed in a normal commercial
transaction to supply the
necessary documentation to
enable the Department to
effect complete reconcil-
iation. However, we are
disturbed to note that a
sequential series of Despatch
Notes was not maintained and

a
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considered it necessary to
introduce the new procedures.
At. the time, the problems of
late invoicing and of relat-
ing invoices to receipts were
yet to be encountered. The
Department of Produetivity
also agrees with the Commit-
tee on the need for early and
continuing consultation with
the Department of Finance and
the Auditor-General's Office.

The Department of Productiv-
ity has advised that apart
from the general guidelines
developed by the defence
Board of Business Administra-
tion, which relate to the
manufacture of aircraft in
Australia rather than over-
seas procurement of produc-
tion material, no specific
guidelines exist for projects
such as Mirage. However, it
is considered that in view of
the diverse characteristics
of individual aircraft pro-
Jjects, any attempt to develop
a prescriptive procedure for
the overseas procurement
element of a project would be
of little value and could
even be counter productive.

The Department of Productiv-
ity has acknowledged that
sequential numbering of all
despatch notes together with
registration of receipts by
sequential number would have
gatisfactorily controlled
receipt of Mirage project
material. However, while
this would benefit the recip-
ient it might be unacceptable
to the supplier who may pre-
fer to have despatch notes
numbered in a single series
irrespective of customer. In
retrospect, the Department
acknowledges that the depart-
mental representatives in
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that the register of notes is
no longer available to snable
the alternative reconcilia-
tion to be carried out. The
Committee is most concerned
that these elementary prac-
tices were not instituted and
maintained.

173. In view of the fact
that the evidence presented
to the Committee did not
suggest that all goods sent
from France had not been
received the Committee agrees
that a further attempt to
achieve a reconciliation
would not be worth the cost
involved.
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France should have forwarded
the despatch notes to Austra-
lia under cover of a sequen-
tially numbered schedule and
this will be the procedure in
similar future projects..

The Department of Productiv-
ity has advised that Despatch
Notes are received from meny
suppliers but under depart-
mental procedures a register
is not maintained as a de-~
partmental document, Goods
Received notes are originated
for all supplies received, A
register of Goods Received
Notes is maintained but may
be destroyed after a minimum
period of three years in ac-
cordance with Finance Dir-
ections 16/17 and 10/21.
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DEPARTMENY OF SOCIAL SECURITY

195, The evidence presented
to the Committee on the seven
cases where departmental of-
ficers had obtained moneys
fraudulently, mainly in re-
spect of wunemployment and
sickness benefits, revealed
that some of the financial
procedures of the Department
were not satisfactory. The
evidence also shows that
these deficiencies were re-
vealed in a timé of increas-
ing and continuing high work-
loads, In spite of the incr-
eased number of defalcations,
the Committee notes that the
losses since the establish-
ment of the Department have
been negligible when compared
to the turnover. The Commit-
tee is pleased to note that
the Department continues to
be vigilant in taking posit-
ive action to review its
procedures when internal
fraudulent actions are detec-

ted. The Committee expects
that the Department will
maintain proper supervision

of all staff who are placed
in a position of temptatian.
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The Department of Social
Security has advised that
some progress is being made
in the areas of recruitment
and training. Additional
staff allocations have en-
abled more effective training
to be undertaken, particular-
ly in the State Headquarters.
However, since June 1978 the
Department has been recruit-
ing an average of 312 staff
each month to cover staff
wastage and workload in-
creases and this high level
of intake places a heavy load
on the avilable training re-
sources.

The Department of Social
Secuyrity believes that it has
achieved considerable success
in the preparation of self-
instructional procedural
training packages, one being
issued in November 1978 and a
further five being distribut-
ed in the first half of 1979,
Pending the wider intcoduc-
tien and wusage of such pack-
ages, there has been a sig-
nificant investment at State
level in off-the-job training
for staff engaged in proced-
ural and public contact work
- the latter including field
officers, counter officers
and telephone enquiry offic-
ers, Participants in 1978
training courses totalled
1479 (procedural) and 594
(public contact). Throughout
1978 the Department also
conducted an intensive manag-
ement training program which
involved 331 participants and
which will be continued in
1979. The recruitment situa-
tion has improved since Feb-
ruary 1977, when the Public
Service Board permitted the
anticipation of some staff
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196. The Committee recngnis-

es that during recent years’

the Department has experlen-
ced a rapid expansion of
commitments in relation to
its resaurces and that staff
growth has been limited by
the imposcd staff celling.
The Committee notes that the
Department has implemented a
number of initiatives for
adminlistrative improvement
such as the introduction and
extention of the ‘cell"
system, lincreases in data
processing and the introduc-
tion of fortnightly lInstead
of weekly payment cycles.
The evidence shows that major
problems still exist in the
areas of recruiting
training of competent staff.

and.
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wastage. This was crucial
for a Department whose losses
of permanent staff are run-
ning at 18% per annum com-
pared with a service average
of 11%, However, there is
still a very substantial time
lag in recruitment of staff
for new positions., From the
time the Department recog-
nises the need for more staff
until the Prime Minister's
decision on the proposal for
increased staff cellings is
conveyed by the Board,
period of 3.4 months has
normally elapsed. By the
time other necessary recruit-
Ing procedures have been
complied with, new staff are
appointed and have received
one month basic training, a
tatal of. 6-7 months may have
elapsed since the original
request was mads,

a
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197. In relation to externsl
frauds, the Commlttee notes
that during the year there
was a large Increase in dis-
closures and that a siginfic-
ant number of detections
resulted from visits to bene-
ficiaries by field officers
of the Department. The evi-
dence presented to the Com-
mittee shows that during the
year the Deparrtment has
taken specific action to
improve and strengthen con-
trols, particularly in rela-
tion to unemployment bene-
fits.

198. The Auditor-General
stated im hls Report for
1976~77 that over-payments of
benefits and pensions could
be of the order of $58m per
annum, The amounts involved
are significant and the Com-
mittee is deeply concerned
that the trend 1s rising.
The detected overpayments in
the Five years up to and in-
cluding 1975-76 totalled
$23m, $11.6m being overpaid
in 1976-77 alone.
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199. The Committee was dis~-
turbed to learn from the
evidence presented that a
number of weaknesses existed
in the system used to iden-
tify persons applying for

benefits, It was suggested
that the introduction of an
Augtralia-wide sysfem of

identification cards could
have a number of advantages.
The evidence indicated that
the introductién of an iden-
tity system could cost as
much as $7m and it was re-
garded by departments as not
being worthwhile on a cost -
benefit basis. However, as
mentioned above, the Auditor-
General in his Report for
1976-77 states that overpay-
ments of benefits and pen-
sions to the extent of $58m
may have occurred in that
year. While the Committee
has not examined the question
in great detail it would
appear that there is an argu-
ment for the introduction of
such a national system. The
Committee recommends a de-
tailed examination of the
question and does not believe
that the argument against the
introduction of such a system

on a cost-benefit basis 1is
tenable. The Committec
believes that the cost of
Introducing such a system

must be measured against the
Indicated large losses.
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The Department of Social
Security has advised that
identity checking procedures
have been strengthened by the
specification of documents
which are acceptable as evi-
dence of identity. The Com-
monwealth Employment Service
has agreed not only to spec-
ify the document produced but
also to lidentify it by date
of issue and/or number as
appropriate, The Department
is now moving towards person-

al interview of applicants
for unemployment benefits
before benefit is granted.
This will place an added

burden on administration but
is believed will assist in
reducing claims for benefits
from persons whose identities
and bona fides generally are
in doubt.

The Department of Social
Securlity believes that the
use of identity cards cannot
be Jjustified on a cost/bene-

fit basis. Introduced for
the community as a whole, the
cards would have valuable

social security application.
However, if lintroduced for
spclal security payments,
their existence could actual-
ly facilitate fraud as there
would be inadequate protec-
tion agalnst a person seeking
more than one card. The
Department considers that,
having regard to overscas
experience with identity
cards, better results would
obtained by directing re-
sources to more intensive
investigation and review of
pensions and benefits rather
than to the maintenance of an
identity card system.
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The question of the use of an
identification card for
social security purposes
received detalled considera-
tion by Or. Myers in the
course of his Inquiry into
Unemployment Benefit Policy
and administration and it was
his , recommendation that a
Soclal Security Identifica-
tion not be introduced.
(Recommendation 25). The
Inquiry also recommended
that, having regard to the
United States experlence, the
introduction of & National
Identification Card not be
considered unless a total
evaluation of 1lts impact on
all walks of life is first
undertaken (Recommendation
26). The Department of Soc-
lal Security has pointed out
that identification problems
were not a causal factor in
the potential overpayments
referred to by the Auditor-
General.
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200. The Committee heard
evidence relating to the
responsibllities of the two
Departments in the unemploy-
ment benefits area. As an
example the Committee re-
ceived evidence from the
Department of Social Security
that short periods of casual
employment notified through
the Commanwealth Employment

Service to persons seeking

work were being refused by
them on the grounds that
acceptance of such work

amounted to a2 penalty.
was due to the regulations,
as applied, which penalised
the beneficiary by a greater
amount than could be earned
in casual employment. In
addition, job seekers could
be disadvantaged should a
permanent posgsition be offered
while on temporary employ-
ment . The Department of
Employment and Industrial
Relations accepts this disad-
vantage argument and allows
such casual employment to be
refused without loss of bene~
fit. The Committee is con-
cerned at this apparent
breakdown resulting from two
Departments sharing adminis-
trative responsibilities for
the implementation of Govern-
ment policy. The Committee
understands that this matter
was canvassed in a report by
Or. D.M. Myers in an inquiry
into wunemployment benefit
policy and administration.
While beyond the scope of our
inquiry the Committee wishes
to be informed of any action
taken or proposed to resolve
the matter.

This
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The ©Department of Social
Security bhas advised that the
question of fundamental
changes in respective roles
of the Department of Social
Security and the Commonwealth
Employment Service in rela-
tion to unemployment benefit
administration, is under
review by the Government. In
the meantime, liaison at Lthe
operational level has been
strengthened, instructions
clarifying responsibilities
for various aspects of day-
to-day administration have
been issued and procedures
have been tightened with the
objectives of achieving con-

sistent application af
policy. Discussions between
the two responsible Depart-

ments, aimed at progressively
improving arrangements and
procedures, are continuing.
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The Department of Finance had
examined Lhe Report and has
discussed with the depart-
ments and authorities con-
cerned the observations and
conclusions of the Committee
which have where necessary
been brought to the notice of
the relevant officers., Amen-
dments to the Administrative
Arrangements Order subsequent
to the Report have resulted
in changes to the names of
some departments and the tra-
nsfer of some functions from
one department to another.
The departments named in the
headings in this Minute con-
form with the names appearing
in the Committee's Report.

AUSTRALTAN BROADCASTING TRIBUNAL

2.20. Section 27A (2) of the
Broadcasting and Television
Act 1942 states:

The Tribunal shall not
expend sany monies other
than in accordance with
estimates of expenditure
approved by the Treas~
urer.

2.21. Contrary to the pro-
visions of this legislation,
the Tribunal expended monies
over and above the approved
estimate for the item 'Public
Inquiries'. No attempt was
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As a result of the
Committee's enquiries,
revised procedures have been
instituted in respect of
those statutory authorities
for which the Minister for
Finance is required to
approve the estimates. In
future, an interim approval
will be sought prior to the
commencement of each fipan-
cial year based on a detailed
breakdown of the Supply
provisions for the statutory
authorities concerned,
Approval of the estimates on
a full year basis will be




Committee's Conclusions

716 Hepor
(15 NGvember, 1978)

made to obtain approval from
the Treasurer for a revised
estimate when it was obvious
proposed expenditure would
exceed the initial estimate.

The Committee views £Ehis
situation with concern.
Although staffing diffi-

culties existed during the
peried of over-expenditure,
it is the responsibility of
the management of the
Tribunal to engure suitable
measures are taken to resolve
matters of this kind. It
appears insufficient notice
was taken of the staffing
position and the consequences
of allowing the staff situ-
ation to deteriorate.

2.22. The Committee endorses
the comments made by the
Acting Auditor-General in
paragraph 2.19 of the Report.

Department of Finance
Minute
(19 December 1979)

sought following introduction
of ‘the Appropriation Bills,
If, during the course of the
financgal year, it becomes
apparent that variations from
the approved estimates will
be necessary, authorities
will be expected to seek the
approval of the Minister for
Finance.

The Australian Broadcasting
Tribunal has advised that Lhe
staffing uncertainties and
difficulties encountered
during the early days of its
establishment have now been
overcome. The Public Service
Board has approved a new
staffing proposal for the
Tribunal including a
Management Services Branch
with three positions directly
involved in accounts duties.

AUSTRALIAN WHEAT BOARD

3.20. It is clear that the
Wheat Board does not have
authority to make payments
under s.40(2.) of the Wheat
Industry Stabilization Act

1974 unless such payments are
made pursuant to an agreement
between the Federal Minlster

and the various State
Ministers on the basis of
remuneration. While the
Committee recognises the

difficulties in the Board's
position and understands the
Board's view that it had no
alternative but to make
unauthorised payments the
Committtee considers that the
Board must accept responsi-
bility for not taking more
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Wheat Board
Committee's

The Australian
accepts the
camments.
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prompt and more effective

action to correct the situ-
ation. This view is based on
the evidence that the Board
suspected from 1966 that its
authority to make payments

was conditional on a prior
Ministerial agreement.
Advice provided by the

Attorney-General's Department *

in 1968 confirmed the Board's
suspiecion.

3.21. The Committee is aware
of the reasons for delay in
negotiating agreements
between Ffederal and State
instrumentalities and
Ministers. The delays faced

by the Wheat Board are not
exceptional. They do not
necessarily indicate poor

administration on the part of
the Board or of the Bulk
Handling Authorities. How-
ever, the Committee is satis-
fied that such delays, and as
a consequence Lthe extent of
unauthorised payments by the

8oard, could have been
reduced significantly or
avoided altogether. Further,

the Committee believes the
legislation should have been
altered during the preceding
ten years to reflect the
actual situation faced by the
B8oard. A provision authori-
sing the Board to make pay-
ments where it was necessary
to do so, other than pursuant
to a formal Ministerial
agreement, on a basis deter-
mined by the Board in con-
sultation with the various

instrumentalities involved,
or a similar provision, may
have been adequate.

3.22. Focussing on the

delays caused by Lthe prepa-
ration of farmal legal
agreements, the Committee is
not convinced by the argument
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The Australian Wheat Board
and the Department of Primary
Industry agree with tne
Committee's observations.
The 1legislation was amended
by Act No 165 of 1978 along

the lines suggested by the
Committee.

The Department of Primary
Industry and the Australian
Wheat B8oard have noted the
Committee's comments for
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advanced in the final para-
graph of the submission by
the Department of Primary
Industry. The Committee
knows that this process bhas
been expedited for many
instrumentalities where legal
officers have been involved
in negotiations and are
therefore in a better posi-
tion to incorporate the out-
come of negotiatins in a
formal agreement. This
possibility should have been
explored fully by the Wheat
Board and the Department of
Primary Industry.

3.23. The Committee empha-
sises its concern about a
gstatutory authority making

pasyments other than in accor-
dance with the statute which
authorises the making of pay-
ments. It is the responsibi-
lity of any statutory autho-
rity to function within its
charter. If this proves to
be administratively imprac-
ticable, positive steps must
be taken to amend the sta-
tute, or develop new proce-
dures consistent with it, as
soon as possible. The
Committee's conclusion that
it understands the Board's
view that it had no alterw
native but to make unautho-
rised payments should not be

construed to mean that the
Committee candones its
actions. In the circumstan-
ces the Committee considers
that the Board's action may
have been Jjustified in the
short-term. However, the

Committee takes the view that
the willingness of the Board
and the Department of Primary
Industry to tolerate the pro-
cedures which invelved the
Board in making unauthorised
payments for a peried of over
ten years cannot be justi
fied. The Committee consi-
ders this to be an example of
poor administration.
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consideration should a
similar situation arise in
the Future.
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The Department of Primary
Industry and the Australian
Wheat Bosrd have noted the
Committee's comments and the
Department has impressed upon
the Australian Wheat Board
the necessity for strict
compliance -with legislative
requirements in its future
financial operations.

DARWIN COMMUNLTY COLLEGE

4.31. The Committee is dis~
turbed that the Darwin
Community College Council has
not presented any financial
statements to the Minister or
the Northern Territory
Legislative Council as
required under the provisions
of the Ordinance.

The Auditor-General in his
1976-77 Supplementary Report
commented generally on delays
in the presentation of fipnan-

clal statements and reports; .

in Section 21.1 the Darwin
Community College was speci-
fically mentioned as not
having submitted statements
for the following periods:

19 July 1973 to
31 December 1973
1 January 1974 to
31 December 1974
1 January 1975 to
31 December 1975
1 January 1976 to
31 December 1976.
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The Department of Education
has advised that flpancial
statements for the years 1973
to 1977 have now been
submitted to the Minister for
Education. The financial
statements for 1978, based on
accerual accounting, are being
examined by the Auditor-
-General's Office and are
expected to be submitted to
the Minister in January 1980.
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4,32, One of the causes for
the delay in the presentation
of the reports was the ina-
bility of the College to
prepare its financial state-
ments in the form submitted
to and approved by the
Department of the Treasury;
the Colege submitted a pro
forma set of statements to
the Department of the
Treasury based on accrual
accounting whereas ils exist~
ing accounting system was
essentially cash based. The
Committee is concerned that
such & situvation can arise,
especially considering the
time over which the format of
the statements was discussed.
The Committee is anxious to
ensure a similar situation
does not recur and wishes to
be informed by the Department
of Finence what controls
currently exist or will be
implemented to prevent a like
situastion occurring.

4.33. The Committee is
concerned that the College
did not adopt a more asser-
tive role in the processes
leading to the acceptance of
the format of its financial
statements., The approach
taken has been too casual
with. the result that finan-
cial statements for
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In discussions which precede
the making of a recommendat-
ion to the Minister for
Finance that he appraove the
statements of a statutory
authority, the Department of
Finance seeks to ensure that
the proposed format pays
adequate regard to the
principles of accountability,
provides an acceptable level
of disclosure and, to the
extent that it is possible,

conforms with modern
accounting standards. n
practice, however, the final
format of the statements

recommended to the Minister
reflects concensus of views

of the Department of Finance,
the Auditor-Gensral's Office,

the authority and its
f"‘parent” department. The
control which can be exer-
cised by the Department of
Finance in minimising delays
is limited, but internal
working arrangements are
directed to ensuring that
delays in determining the
format of financial stat-

ements or in presentation of
an authority's annual report
to Parliament do not occur.

The Department of Finance is
taking what action it can to
ensure that "client" author-
ities present timely reports.

Financial statements for the
years 1975, 1976 and 1977
have now been submitted to
the Minister for Education;
the financial statements for
1978 are with the Auditor-
General's O0ffice and are
expected to be submitted to
the Minister in January 1980.
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financial periods are cur-
rently outstanding. In the
light of the information
presented in the ‘Summary of
Transactions Leading’ to the
Approval of Pro Forma
Financial Statements for the

Darwin Community College
(D.C.C.)' in Appendix 4B, the
Committee requests the par-
ties involved to critically
analyse their role in this
process in order to stream-
line their own procedures.

4.34. Approximately 18
months ago the College
Council submitted a proposal
for a wuniform salary scale

for its teaching staff to the
Minister for Education. The

Minister requested the views
of the Tertiary Education
Commission and the Department
of Employment and Industrial
Relations on the proposal.
At the time of the Com-
mittee's hearing the Council
had not received a reply.
While appreciating the
factors and considerations
involved in reviewing this
proposal, the Committee
believes there is no justifi-
cation for the lack of commu-
nication with the Council.

4.35. The Committee is in no
position to draw a conclusion
on the merits of a combined
Department of Education and
Darwin Community College
course for Aboriginal tea-
chers compared to a course
offered completely by the
College.
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The Northern Territory
Gavernment toak over
responsibility for the Darwin
Community College as from 1
Jul 1979.

The Department of Education
has advised that, following
the College's submission on
10 Feb 1977, there were reg-
ular consultations and cor-
respondence between the Dep-
artment, the College and the
Department of Employment and
Industrial Relations on the
proposal for a common scale
of academic salaries. On 16
Nov 1978, the former Depart-
ment of Employment and Indus-
trial Relations advised that
in its view the adoption of
the proposal would not be
consistent with the wage fix-
ation principles of the Com-
monwealth Conciliation and
Arbitraticn Commission and

suggested that a review of
academic salaries at the
College be made by an inde-
pendent arbitral authority.
Before a decision could be
taken on this suggestion, it
was necessary to seek the
view of the Northern Terri-
tory Government. However,
these views had nobt been

received before the Northern

Territory Government took
over responsibility for the
College on 1 Jul 1979. The

College Caouncil was kept in-
formed of the suggestion.
Wnile it is true to say that
the College Council had not
received any decision on the
proposal, there had been reg-
ular consultation with the
College from the time the
matter was first raised.
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DEPARTMENT OF ABORIGINAL AFFAIRS

5.17. The Committee views
the indirect charge to
Consolidated Revehue resul-
ting from the failure of the
Department to incresse rents
for ite houses as serious
enough, but the broader
issues of inadequsate
co-ordination and management
roised cven more important
implications For the Cabinet
system of Government.

5.18. Clearly those matters
explored in the Commlttee's
Report of its "Inquiry linto
the Financial Administration
of the Department of
Aboriginal Affairs", dated

14 January 1977, are relevant
in explaining the Depart-
ment's poor performance on
the rent increases. The

Committee accepts that an
initiative, for the resolu-
tion of the difficulties

involved in implementing the
rent increase decision, or in
geeking the reconsideration,
or reversal of the decision,
should have been taken by the
Central 0ffice of the
Department of Aboriginal
Affairs and is satisfied that
the rent increase issue was

handled adequately by the
Northern Territory Division
of the Department of

Aboriginal Affairs, but the
manner 4in which the matter
was handled by the
Department's Central O0ffice
showed a major defect in lits
managerial capacity.

5.19. The
attention was directed
largely to the Department's
managerial performance. The
inexperience and ineptitude

Committee's
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The Department of Aboriginal
Affairs accepts the criticlism
of its performance expresscd
by the Committoe in
paragraphs 5.18 to 5.20. The
incident demonstrates the
lack of experience in these
matters within the Dopartment
at the time. However, Lthe

Department is of the view
that it has Ubonefited from
these ond other esarlier

criticisms and that, as a
result, there has beesn a
significant improvement in
its managerial performance
since that time and the
passibility of a recurrence
is remote.
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beth of individual officers
and of the operation of the
Department as a unit was
evidenced by the fact that
the significance of "Housing
in the Territories" in the
1973-74 Budget Speech was not
appreciated by senior offi-

cers of the Department.-

These officers could have
been expected to be aware of
the relevance of the Budget
Specch Lo the policy of their
Departments. . It 1is the
Committee's view that such an
oversight seriously reflects
on the Department's perform-
ance and attitudes towards
its responsibilities to carry
out Cabinet decisions.

5.20. The Committee accepts
thet it is essential for a
department and individual
officers within a department
to identify areas where
implementation of & Cabinet
decision could affect the
department's operations,
Failure to do se is even more
serious when the department
has not been involved in pre-
paration of a Cabinet
submission. However, objec-
tions to implementation of a
Cablinet decision which are
not voliced outside the objec-
ting department cannot Jjus-
tify delays in implementing
the decision. Objections
should be raised expedi-
tiously with the Minister
responsible, the Department
of the Prime Minlister and
Cabinet, the Department of
Finance and the Public
Service Board. Meanwhile,
the department must be
prepared to ensure speedy
implementation of the Cabinet
decision.

Department of Finance

inute
(19 December 1979)
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5.21. The Committee con-
siders that there is limited
value in repeating the
eriticism of the general

managerial performance of the
Department each time it con-
ducts an inquiry into a
report by the Auditor-Ceneral
on some aspect of “the
Department of Aboriginal
Affairs. The Committee
recognises that the
mis-management of the rent
increase occurred some years
ago and hopes that the neces-
sary internal restructuring
of the Department may have
been undertaken.

5.22. The Committee is
disturbed that the overall
co-ordination arrangements
for the promulgation and
implementation of Cabinet
decisions made no allowance
for the weak management
record of the Department.
Nevertheless, the Department
was not consulted on a matter
of some significance to its
Northern Territory operations

when it should have been.
The then Department of the
Treasury had no follow-up

procedure whereby it drew the
attention of departments to
Government policy initiatives
announced in the Budget
Speech and the Department of
the Northern Jerritory
apparently did not realise
that it alone amongst depart-
ments with interests in the
Northern Territory
engaged in implementing the
rent increase decision. The
Department of the Prime
Minister and Cabinet, speci-
fically the Cabinet O0ffice,
refused an oral request from
the Department for a copy of
the Cabinet declisicn and

was
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The Department of Aboriginal
Affairs had advised that its
organisation was reviewed in
1977 end changes made to put
into effect a number of
directions by the Minister
which resulted in
improvements in efficliency.
More specifically, the
Department reverted to a
three-divisional structure,
with two divisions devoted to
policy matters and one to
programming, control, review
and management matters. The
reorganisation has proved
successful.,
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apparently did not appreciate
the difficulties confronting
the Department of Aboriginal
Affairs. Finally, because
the relative effect of the
rent increase on revenue
would have been small, the
Depsrtment of finance,
through its monitoring-of the
Department's financial posi-
tion, was unaware that rents
had not been increased.

5.23. This affair suggests a
lack of responsiveness in
government administration to
the demonstrated inadequacies
of the Department of
Aboriginal Affairs.

5.24. On the basis of the
evidence submitted during the
inquiry the Committee has
some reservations about the
adequacy of processes by
which departments are con-
sulted in the preparation of
Cabinet submission and the
manner in which Cabinet
decisions are distributed to
departments, The Committee
caongiders that the difficul-
ties faced by this Department

and others may have been
minimised or eliminated if
they had been involved in

preparing advice for Cabinet
on the rent increase matter.

5.25. The Committee also has
reservations about tLthe ade-
quacy of the current proce-
dures for ensuring the
implementation of Cabinet
decisions. Each Minister is
responsible for implementing
those which have an impact in
the area of his portfolio.
The Committee does not ques-
tion this arrangement.
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The Department of the Prime
Minister and Cabinet has
provided the following
advice:

The’ comments by the
Committee arise from the
handling of a Decision taken
by Cabinet in 1973, and as
has been indicated to the

Committee in evidence,
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However, 4in view of the
amount of work generated and
the difficulties sometimes
involved in the implementa-
tion of Cabinet decisions,
gsuch as the rent increase
decision, the Committee can
see a skrong case for a
simple, central monitoring
system to keep track of
progress in the implemen-
tation of decisions. This
gsystem would .provide the
information on which either
Cabinet or the central
co-ordinating agencies, or
both, could assess the need
for remedial action where
difficulties are experienced
in implementing 4 decision.
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procedures for the co-~
ordination of Cabinet
Submission and the handling
of Cabinet papers have been
further developed since
then.

Developments in recent years
include -

. the issue of a Cabinet
Handbook in 1976 to
Ministers and Departments
giving guidance on Cabinet
principles and the
procedures for handling
Cabinet papers;

. a revised standardised
format for Cabinet

Submissions was adopted in
1977, with emphasis on Lhe
need for adequake and
meaningful consultation
between all interested
agencies in the drafting
of Cabinet Submissions;

monitoring by the Cabinet
Office of the co-ordin-
ation 8and consultation
requirements to ensure
that they are observed;

and

. in 1978 Departments and
some major authorities
were asked to designated
Cabinet Liaison Officers,
to improve liaison and
communication between
Departments and with the
Cabinet Division,

ineluding in relation to
the preparation of cabinet
Submissions and
circulation of Decisions.

Cabinet Decisions are
distributed to Ministers,
and to Departments and
authorities required to take
action in relation to them.
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The improved consultative
processes in relation to
Submissions asgist in the
identification of the
esgential interests of
Departments. Any Department
however which establishes a
need to have access to a
particular Decision is
provided with a copy,
assuming of course that the
request is made with. proper
authority - in respect of
which the Liaison Officer
system now assists.

In the 1973 case in
question, there were
interdepartmental changes in
management and financial
arrangements after the
Cabinet Decision was
circulated which affected
the handling although the
Government's policy in the
matter was in any case
announced in the 1973 Budget
Speeach. All the circumst-
ances of this particular
case cannot now be subst-
antiated from this Depart-
ment's records, but it can
be said that under the
current procedures it is
unlikely that a Decision of
the Cabinet would not reach
a Department or authority
required to take action on
it.

The Committee has made it
clear that it does not
question the principle that
each Minister is responsible
for implementing the Cabinet
Decisions which have an
impact in the area of his
portfolio. Prime Ministers
have emphasised to Ministers
that this is a central
principle of Cabinet govern-
ment and of ministerial
responsibility. The
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principle of ministerial
responsibility is of central
importance to the efficient
functioning of any Cabinet
system of government. And
of course, Departments have
a responsibility te support
Ministers in carrying out
their ministerial respon-
gibilities.

Any action taken by the
Cabinet Division in
following u the
implementation of Cabinet
Decisions has to be taken in
the knowledge that it can
very easily conflict with
this central principle of
ministerial responsibility.
Any attempt to establish a
comprehensive central
monitoring system could lead
to such a conflict; it would
also require substantial
staff resources to maintain
it. Altogether, the present
procedures and practices,
refined since 1973 and under
continuing review, are
Judged to strike broadly the
right balance.

The Prime Minister will be
asking Ministers to satisfy
themselves that procedures
in their Departments are
adequate to ensure that they
are informed of progress of
action on Cabinet Decisions
for which they have
implementation respon-
sibilities."

The Department of Finance's
role in the follow-up process
is as set out in its
submission to the Committee
dated 19 Oct. 1978.
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DEPARTMENT OF CONSTRUETION

(now Department of Housing and Construction)

6.26. from the evidence
presented at the Committee's
inquiry it is clear that the
Audit Office obtained, either
correctly - or through misin-
terpretation, an estimate of
$1 600 000 for repairs to
Laverack Barracks following
un audil inspection of the
barracks on 1 April 1977. It
is aslso clear that the Audit

0ffice made attempts both
before, on and after the
memorandum of 5 May 1977 to
obtain departmental

verification of the estimate.

It is also clear that from
2 Hay 1977, when the
Department claims to have
first become aware of the

estimate, the Department made
internal attempts to verify
the estimate.

6.27. However, no evidence
was presented te indicate
that the Department had
informed the Audit OFfice of
its doubts regarding the
estimate; nor did it
satisfactorily explain its

failure to provide at least
an interim reply to the Audit
0ffice in addition to the
acknowledgement provided on 9
May. In view of the fact
that the Department was able
to provide an apparently
acurate estimate of the cost
of repairs to the 45 Rank and

File living quarters within
seven days of a request by

he Senate Estimates
Committee, the Committee

finds it difficult to accept
that the Department could not
have advised the Audit 0Office
between 5 May 1977 and 13
September 1977, that the
estimate of $1 600 000 was
not accurate.
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The Department of Housing and
Construction contends that
the Committee's conclusion
that "the Audit Office made
attempts both before, on, and
after the memorandum of 5 May
1977 to obtain departmental
verification of the estimate”
is not accurale. 1L claims
that the Audit memorandum of
5 May contained a number of
agsertions under the heading
"Design Deficiencies" and
concluded with twenty-nine
separate queries in respect
of those assertions including
one relating to the
"estimate".

It categorically states that
no further specific oral or
written request to verify the
estimate was received and the
accuracy or otherwise of the
figure quoted was not regar-
ded as requiring special at-
tention any more than the
rest of the twenty-nine
questions. The Department has
emphasised that it received
queries from the Audit Office
and, at the time the Auditor-
General's Report was tabled
in Parliament, was seeking
advice as to the extent of
the power of the Auditor-
General to ask questions
about matters of professional
Jjudgement.
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6.28. From the evidence
presented to the Committee it
is clear that the
Auditor-General was not
exceeding his authority in
reporting as he did in
paragraph 3.6.1. The legsal
opinion obtained from the
Attorney-General's Department
affirms the Auditor-General's
right to report as he did.

6.29.
accept
complaint

The Committee cannot
the Department's

that it was not
given an opportunity to
comment on the contents of
the Auditor-General's Report
to the Parliament. The
Committee believes that there
was adequate time between 5
May 1977 and the tabling of
the report on 13 September
for the Department to provide
a reply, even if only an
interim reply to the specific
queries of the 5 May
memorandum.

6.30. The Committee supports
the Auditor-General's view
that, in the absence of any
departmental advice, he had
no alternative but to report
on the situation as he saw it

at the time. The Audit
Gffice had sought the
professional advice of the
Department but had not

received it.
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The Department of Housing and
Construction now accepts that
the Auditor-General had the
authority to ask questions
although it did not think so
at the time,

The Department of Housing and
Construction did not provide
a reply to the AuditorGeneral
in respect of the queries
received on 5 May 1977 for
the reasons outlined im tLthe
comment against para 6.26.

However, when the Department
sought advice from the
Auditor-General's 0ffice

about what was to be included
in the Auditor-General's
Report concerning Lhe
unansvered questions the
request was denied, thus
depriving the Department aof
an opportunity to comment on
the tenor of the Report. The

Department was therefore
unaware of the significance
placed by Audit on the
estimate for repairs to

Lavarack Barracks.
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DEPARTMENT OF DEFENCE

— L

Procurement of Liquid Oxygen

Jank/Vaporiser Units

7.29 Having considered the
evidence submitted by the
Department of Defence the
Committee reached the fFollow~
ing conclusions:

(i) At the time the de-~
cision was taken by the
RAAF to "acquire the
equipment there were
adequate grounds upon
which to base that de-
cision.

(ii) The design defects dis-
covered when the first
piece of equipment was
installed at William-
town showed evidence of
inadequate planning by
the RAAF. Some expen-
diture on rectifying
oversights is unexcep-
tional. However, extra
costs of $60 000 when
the total project cost
was $146 000 point to a
quite serious defect in
project planning.

(iii) The source of the de~
fect in planning
appears to have been a
readiness an the part
of the RAAF to leave
both system design and
equiment design to
Toledo. While equip-
ment design was satis
favtory, site and
system design for hand-
ling heavy gas cylin-
ders were totally inad-
equate. Clearly these
defects resulted from
insufficient or inad-
equate engineering
design effort. They
may have been avoided
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Department of Finance
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if the RAAF had sought
the assistance and ad-
vice either of other
air forces experisnced
in the operation of
liquid oxygen tank/
vaporiser equipmeent or
of the RAAF's ligquid
oxygen supplier, CIG.
Close consultation with
CIG in the design of
the installations could
have avoided the design
defects which had to be
remedied before CIG
would supply liquid
axygen to the
Williamtown instal-
lation.

(iv) Letting the contract to

Toledo appears to have

been justified in terms

t

of he firm's
engineering perform-
ance. However, the

collapse and winding up
of Toledo raises doubts
about the adequacy of
the assessment of the
firm's financial
stability performed by
the Department of
Supply. Although the
abandonment of the pro-
ject cannot be attrib-
uted directly to the
collapse of Toledo, the
firm*'s financial diffi-
culties and winding-up
do appear to have con-
tributed to the delays
experienced during the
project. For this
reason the importance
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The Department of Adminis-
trative Services has advised
that as a general rule the
Cost Investigation Branch of
its Purchasing Division,
which now handles the letting
of such contracts, undertakes
a detailed investigation of a
recommended tenderer's finan-
cial viability for contracts
where the following factors
are involved:-
. an unknown untried
tenderer;

or

. substantial total value of
the contract;

. contract progress payments
required over a long
delivery period;

. there is reason to doubt
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of the financial sta-
bility of a firm awar-
ded a contract by the
Commonwealth requires
emphasis.
(v) There is nothing unor~
thodox im a contract
which provivds for pay-
ment of up to 70 per
cent of the contract
price by progress pay-
ments prior to comple-
tion of the contract.
The decision of the
Department of Supply to
make progress payments
totalling 70 per cent
of the contract price
when Toledo was facing
financial difficulties
appears to have been
justified. The Depart-
ment of Supply also
made a final payment,
equal to 26 per cent of
the contract price,
after it became clear
that Toledo could not
complete the contract.

The Committee considers
that in the circumstan-

ces the decision to
make this payment,
which fulfilled the

Commonwealth's con-
tractual obligatians to

Toledo, was also jus~
tified. These views
are based an the

fact that the RAAF was
supplied, substantially
with what it contracted
for. The full contract
price was not paid.
The lower amount paid
took account of work
contracted for but
which was not performed
by Toledo.
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the tenderer's Ffinancial
stability.

In cases where the tenderer
is well known, usually as a
previously satisfactory sup-

plier, and the value and/or
nature of the requirement
would not warrant it, it
would be unnecessary and
impractical to investigate

the Finanical viability of
every recommended tenderer.

In this case, it was con-
firmed by the then technical
authority, the Munitions
Supply Branch, Department of
Supply, that Toledo was well
established in the field con-
cerned, its tender complied
with the requirements, the
firm had previously contrac-

ted satisfactorily to the
Commonwealth and there were
no grounds to doubt its
engineering or financial

ability to do so again.
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{vi) The Department of Air/
RAAF decision to accept
the equipment with only
an interim Quality Ass-
urance release, espec-
ially when some of the
components for the
Pearce equipment had
;been damaged, would
have been unjustifiable
but for the collapse of
Toledo. In a situation
where the contractor
was beiny wound wup
there is 1little doubt
that it was reasonable
for the RAAF to accept
substantially complete
equipment. This view
takes into account the
considerations that the
RAAF could itself have
repaired, completed and
installed the equipment
supplied by Toledo and
that the amount paid to
Toledo was reduced by a
sum estimated to rep-
resent the value of the
work not performed.

(vii) The decision by the
RAAF to dispcse of the
equipment may have been
sound in terms of oper-
ational requirements.
However, it comes close
to involving a gross
waste of public moneys
when the small return
realised by sale is
considerea. Equipment
which cost $65 000 was
sold for $1500 by the
Department of Adminis-
trative Services. It
is difficult to accept,
despite assertions to
the contrary, that a
higher return could not
have been realised.
Given this situation it
would appear that the
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disposal funetion is
one to which close att-
ention should be given
by senior departmental
managers in all depart-
ments involved in the
disposal of equipment.
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The Department of Administr-
ative Services, which is now
the disposals authority for
the commonwealth, has advised
that, in its experience, the
relationship between the
return received at auction
and the original costs is
dependent on a8 range of
factors.

The more specialised (or

custom-made) a piece of
equipment is, the nartower is
the expected disposal market
and this could be extended to
the point where no market
exists at 8sll for use of the
equipment in its designed
role - the only suitable
market then is as scrap.

In the case of specialised
equipment, the Department
normally makes special direct
efforts to interest other
government departments and
authorities who may be able
to adapt the equipment for
some specialised use similar
to that for which it was
designed; efforts are also
to be made to interest
appropriate commercial
organisations, Efforts were
made in this case to interest
the Navy in this highly
specialised equipment without
success, even though that
Service could have had the
equipment without financial
adjustment. in accordance with
Finance Direction 32/20.
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(viii)There appears to be
little justification
for the retention by
the RAAF of spare
parts, for the
equipment produced by
Toledo, worth $7000.
This conclusion takes
account of the evidence

that there was little
likelihood that the
spare parts could be
used by the RAAF be-
cause of 'the speclal-
ised nature of the
equipment for which the
spare parts were pro-
duced. The Committee
wishes to be informed

of any decisions taken
on either the retention
or the disposal of
these spare parts,

Department of Finance
Hinute
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The Department of Defence has
advised that the spare parts

held in the RAAF inventory
against the 1liquid oxygen
tank/vaporiser wunits have

been disposed of.

Asphalt Mixing Plant

8.13 The Committee endorses
the practice of offering
equipment which is no longer
of use to one departmentt to
other departments within the
Commonwealth befors arranging
disposal through the Depart-

ment of Administrative Ser-
vices, providing it can be
demonstrated it is in the

Commonwealth's interest to
follow this course of action.
In this case, from the evi-
dence presented, it was not
adequately demonstrated to
the Committee thal proper
procedures had been followed
to establish the need to
retain the asphalt mixing
plant. The benefits of a
proposal to transfer material
from one department to
another must be expressed in
more precise terms than we
have seen in this instance,
otherwise it is conceivable
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The major control ensuring
proper evaluation of trans-
fers of equipment between
Commonwealth departments is
the requirement contained in
section 32/30 of the Finance
Directions that such trans-
fers are to be paid for. As
indicated in the letter of 19

Aug 1978 from the Acting
Minister for Finance bto the
Chairman of the Committee

current policy is to require
payment to be made only where
the value of the stores to be
transferred exceeds $20 000.
It is also proposed to in-
clude in the Finance Direct-
ions guidelines for the
proper evaluation of necd
before free transfers between
departments are sought.

The requirement for payment
did not apply to transfers
between the separate depart
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that equipment could be am-
assed by departments on the
of f-chance that it may be
used. The asphalt mixing
plant has not been used since
it was obtained by the Army
in 1974 and, at the time of
this hearing, there were no

specific tasks in mind for
its use.
8.14 The assessment and de-

cision to move the plant to
Penrith was made on the basis
that personnel for mainten-
ance and storage were avail-
able as well as & suitable
location in which to store
the plant, Although there
was no immediate need, it was
thought that on the east
coast there would be more
likelihood of projects becom-
ing available than in any
other area of the Common-
wealth; however a department-
al witness agreed there was a
possibility that the asphalt
plant may be required in
Western Australia, This
indicated to the Committee
that all aspects of this
equipment transfer were not
taken into consideration.
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ments within the defence
group prior to the amalgam-~
ation of the Services in
1976, The transfer of Lthe
asphalt plant in 1974 was
therefore made without finan-
cial adjustment. Transfers
of equipment between the
separate arms of the Defence
Services may still be made
without financial adjustment
but the Department of Defence
has advised that it has a
standing instruction covering
such transfers, which has
been recently amended to
emphasise the requirement to
clearly establish the need
for equipment transferred
between the Services. Any
Service seeking to acquire
surplus or obsolete items by
transfer from another Service
must also be able to
demonstrate that it is in the
Commonwealth's interest to
follow this course of action
rather than allow the normal
disposals process to proceed.

The Instruction also
amphasises the need to
preserve and maintain any

material transferred.
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8.15 The Committee is con-
cerned about the decision to
have the 4 Works Battalion
appraise the potential to the
Army of the equipment when it
appears more appropriate ex-
pertise is available to per-
form this task. This would
seem to be a waste of the
Army's time and the tax-
payer's money.

8.16 The Committee would like
to be assured that adequate
procedures exist for the
evaluation of transfers of
equipment within Commonwealth
, departments,

DEPARTMENT

Department of finance
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OF EDUCATION

9.15 The
identical

Committee has an
view to that ex-
pressed in paragraph 17 of
Chapter 5. The Committee
views the indirect charge to
Consolidated Revenue result-
ing Ffrom the failure of the
Department to increase rents
for its houses as serlous
enough, but the broader
issues of inadequate co-ord-
ination and management raise
even more important impllcat-
ions for the Cabinet system
of Government.
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9.16 On the issue of co~ord-
ination the Committee consid-
ers that the evidence points
to 8 deficiency in the pro-
cedures for following-up the

implementation of Cabinet
decisions. As a result of
the change in functional

responsibility which led to

the transfer of houses in
remote localities in the
Northern Territory to the

Department there was also a
transfer to the Department of
the responsibility to in-
crease rents. This was so
despite the fact that the
Department had never been
consulted on this matter, had
received only indirect advice
of the Cabinet decision and
faced some diffiiculty in
complying with the decision.
To the Committee these cir-
cumstances point both towards
inadequate consultation in
the preparation of the
Cabinet submission on rents
fer Government-owned houses
in the Northern Territory and
towards an inadequacy in the
function transfer process.

9.17 1t is the Committee's
view that the Department of
Education should have
asgessed quickly the
difficulties involved in
implementing the Cabinet
decision and reported
promptly to its Minister with
a recommendation that the
matter be referred to
Cabinet. The difficulties
should also have been drawn
to the attention of the De-
partment of the Prime
Minister and Cabinet, the
Department of Finance and the

rdes,

Pepartment of Finance
Hinute
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The Department of Education
has advised that if it had
forseen, at an early stage,
the difficulties inherent in
implementing the Cabinet
Decision it may well have
recommended to the Minister
for Education that the matter
be referred back to Cabinet.
This would have drawn such
difficulties to the attention
of Lthe regulatory authorit-
as suggested by the
Committee. However, in view
of the time which had already
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fublic Service Board. It is
the Committee's view that a
role of these central co-ord-
inating authorities is to
assist departments in the
resolution of such difficult-
ies.

9.18 The Committee also
points to the advice offered
in June 1978 by the Deputy
Prime Minister to the Minis-
ter for Aboriginal Affairs on
the action he could take Lo
resolve the rent increase
issue. The procedure follow-
ed in that exchange of cor-
respondence is endoresed
fully by the Committee. It
is, however, regretted by the
Committee that that action
was not taken in 1974 rather
than in 1978.

9.19 On the question of cen-
tral follow-up on the imple-
mentation of Cabinet decis-
lons the Committee wishes to
repeat the conclusion stated
in Chapter 5. 1In view of the
amount of work generated and
the difficulies sometimes
involved in the implementatw

ion of Cabinet decisions,
such as the rent increase
decision, the Committee can
see a strong case for a
simple, central monitoring
system. This would praovide
information on which either

Cabinet or the central co-or-
dinating agencies or both,
could assess a need for rem-
edial action where difficult-
ies are experienced in imple-
menting a decision.
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elapsed between the date of

the Decision and advice of
its terms being received in
the Department, it was de-
cided to proceed with the

work where necessary for its
implementation.

See comments against para-
graph 5.25
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9.20 The Committee is of the
opinion that the effort
involved in the preparation
of the records necessary to

calculate economic rent for
houses in remote localities
would cost more than the

benefits to be gained.

9.21 Turning to the issue of
charging for Govermment-owned
houses in remote localities
in the Northern Territory,
the Committee bases the views
expressed on its inspection
of a number of these houses.
While the Committee normally
does not comment upon Govern-
ment policy it considers
that, based upon the evidence
received during the inquiry,
sufficient information may
nok have been provided for a
proper decision to have been
made . It would appear that
the Cabinet decision does not
recognise sufficliently the
need for special considerat-
jon to be given to the quest-
ion of accommodatian charges
for Government emplayees sta-
tioned in remote localities.
The Committee would recommend
a review of the policy on
charging for Government-owned
houses in remote localities.
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The Department of Administe-
ative Services agrees with
the Committee's suggestion,
particularly as it is poss-
ible that a standard rental
system may replace the
present rental system.

The Ministers for Administr-
ative Services and Aboriginal
Affairs and the Minister As-
sisting the Minister for Edu-
cation have agreed on a pro-
posed scale of rentals for
accommodation controlled by
the Department of Aboriginal
Affairs and Education in
remote areas of Lthe Naorthern
Territory. The Scale is an
interim measure pending the
Government's consideration of
the recommendations of the
Interdepartmental Committee
en Commonwealth Staff Housing
and whether the application
aof these recommendations
should be extended to housing
in the Northern Territory.
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9.22 The Committee has no
fiem view on what would be
the optimal basis on which to
levy an accommodation charge
on officers occupying
"Government-owned houses in
remote localities in the
Northern Territory. The
Committee suggests that the
possibility of the rent con-
cept for these houses be
abandoned so that the pro-
vision of accommodation in
remote localities in the
Northern Territory would be
part of a package of condi-
tions of employment.

9.23 When the basis for and

level of an accommodation
charge is being considered,
the Committee suggests that

account be taken of the basis
on which district allowance
is calculated and that staff
accommodation in remote lo-
calities must be supplied if
departments want officers to
serve there,

9.24 The Committee considers
that the questions of basis
for and level of an accommod-
ation charge should be deter-
mined by the Ministers of
departments with staff lo-
cated in remote areas in the
Northern Territory, in con-
sultation with the .Minister
for Administrative Services
(in view of his responsibil-
ities in relation to the
report of the interdepartmen-
tal. Committee on Commonwealth
Staff Housing see Chapter

5) and in consultation with
the interested staff organ-
isations.
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The Public Service Board has
advised that, in its view,
the provision of accommodat-
ion at remote localities is
an important part of the
overall package of conditions
of employment. The Oepart-
ment of Administralive Ser-
vices agrees with this
approach,

The recommendations of the
Interdepartmental Committee
on Staff Housing in regard to
rentals areunder considerat-
ion by the Government. How-
ever, the Department of Ad-
ministrative Services and the
Public Service Board agree
that an employce bencfits by
the supply of an amenity in
the form of housing and
should therefore be required
to pay a reasonable rental.
Any disability of living in a
remote locality should there-
fore be recompensed by spec-
ific allowances rather than
rent reducations.

The Department of Administr-
ative Services agrees with
the congultative arrangements
suggested by the Joint Com-
mittee of Public Accounts.
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9.25 Another matter which the
Committee considers should
receive close attention is
the responsibility of offic-
ers occupying staff accommode
ation to take reasonable care
of that accommodation and
incur some financial liabil-
ity (eg loss of bond) for
failure to take reasonable
care. The "~ Committee's
concern over this matter
results from its inspection
of a npumber of houses in
several remote localities in
the Northern Territory.
Whilst those houses were of a
fairly low standard as a
result of age, little
maintenance and the poor
quality of materials used in
construction, their poor
condition in some cases
appeared to have resulted, in

part, from the failure of
their occupants Lo exercise
reasonable care to avoid
other than normal wear and
tear,

9.26 The Committee realises

that its comments on charging
for staff accommodation in
remote localities run counter
to the view expressed in the

Coombs' Task Force report.
However, the Committse con-
siders on the basis of its

observations, that in view of
the conditions under which
Commonwealth employees 1live
in small isolated communities

in the Northern Territory
further consideration should
be given to the basis on

which such. employges are pro-
vided with, and charged for,
staff sccommodation.
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The Department of Administra-
tive Services has advised
that as the standard agree-
ment signed by a temant prior
to occupancy makes him liable
for any damage over and above
normal fair wear and tear, it
does not consider the impos-
itien of a bond to be necess-
ary or desirable. The De-
partment holds the view that
a requirement for a bond
could defeat the purpose of
providing accommadation as an
incentive for officers to
accept appaintments in remote
localities and it is consid-
ered Lnappropriate in cases
where the tenancy agreement
is between employer and em-
ployee.
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DEPARTMENT OF ENVIRONMENT,
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HOUSING AND COMMUNITY DEVELOPMENT

(now Department of Home Affairs)

10.20 The administration of
the CALF scheme by the De-
partment of Tourism and Re-
creation in the first in-
stance and then by the De~
partment of Environnment,
Housing and Community Devel-
opment has been appalling.
The lack of awareness of Lthe
financial provigions pertain-
ing to this scheme is of
considerable concern to this
Committee; not only were the
provisions of Lthe Audit Act
and Finance Regulations and
Directions ;not followed, but
specific conditions relsting
to the scheme, imposed by the
then Department of the Treas-
ury, have not been adhered
to.

10.21 The Committee apprecia-
tes that the Department of
Tourism and Recreation oper~
ated under some difficulty in

the initial stages of the
scheme when it was required
to draw on the management

resources area of the Depart-
ment of Overseas Trade; diff-
iculties can arise in deter-
mining priorities totally
satisfactery to 2 permanent
heads. In & recent inquiry
into the Department of Abor-
iginal Affairs, the Committee
has seen how a similar arran-
gement did not function sat-
isfactorily and is of the
opinion that suech arrange-
ments should be avoided when-
ever possible.

65

The Department of Home
Affairs assumed responsibil-
ity for the CALF Scheme in
December 1978 following the
abolition of the Department
of Environment, Housing and
Community Development. The
Department has advised that
although it has no offlicers
who have had any long term
involvement with the schenme,
it is aware of the financial
administration requirements
for the scheme and the spec-
ial conditions imposed by the
then Department of the Treas-
ury. The Department has
further advised that since
taking over responsibility
for the CALF Scheme, it has
exercised appropriate control
over the financial adminis-
tration of the schenme.
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10.22 The Committee wishes to
stress the limportance of
establishing, documenting and
communicating the financial
aspects of a project as an
integral part of project
planning. The Department of
Environment, Housing end Com-
munity Development produced a
‘Capital Assistance for
Leisure Facilities (C.A.L.F.)
Briefing and Procedures
Manual' in October 1977. If
such a manual had been imple-
mented in 1973, it would have
provided the necessary quid-
ance for personnel involved
in the administration of the
scheme.

10.23 The Department of the
Northern Territory maintained
funds for CALF projects in
the trust fund area of its
ledger. These funds were not
trust monies. Departments
should be aware of the ac-
counting procedures to be
followed where one department
is requested to incur expend-
iture on behalf of another.
The procedure for the pro-
vision and control of funds
for the gurpose mentioned is
set out in section 16 of
Finance Directions, If there
is doubt about the practice
to adopt in a given situat-
ion, departments should
obtain the advice of the De-
partment of Finanace.

Department of Finance
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SUPERANNUATION FUND

11.16 The Committee emphasis-
es Lthe importance which it
considers is attached to the
presentation of financial
statements of statutory ore
ganisations, handling public
funds, for audit in accord
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ance with statutory require-
ments. These requirements
for annual audit of the fin-
ancial statements of such
organisations are intended to
provide the Parliament and
the public with independent,
expert advice on both the
adequacy of those statements
as a report on financial
standing and as an indicator
of the efficiency of public
gector management. The pre-
paration of financial state-
ments should, therefore, be
given a level of priority for
purposes of resource allocat-
ion commensurate with their
role in public administrat-
ion,

11.17 It is within this
framework that the Conmittee
considered the delay in sub-
mitting finsncial statements
relating to the Superannuat-
ion Fund far the years 1974~
75 and the 1975-76 for audit
examination,

11,18 The Committee is pre-
pared to accept the propos-
ition that part of the delay
resulted from the uncertainty
ygenerated by the decision to
establish a new superannuat-
ion scheme. In a period of
staffing restraint the Super-
annuation Board was forced to
divert staff from the main-
tenance 2f the then existing
scheme to planning for Lthe
new scheme. This planning
effort was wasted largely
when the introduction of the
new scheme was postponed. At
the same time there was a
significant increase in the
number of variation advices
to be processed to maintain
the then existing scheme.
The Superannuation Board did
not have enough staff to
process variation advices
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without incurring cumulative
delays. As the processing of
variation advices for a fin-
ancial year had to be comple-
ted before the financial
statements for that financial
year could be prepared the
processing delay caused a
delay in the preparation of
financial statements.

11,19 If this explapation is
appraised critically, atten-
tion is focussed aon the man-
agement performance of the
Superannuation Board. The
proposition that staff short-

ages generated delays in
labour lintensive work is
sound. However, the solution

lay in either a reduction in
work or an increase Ln staff.
It is clear that it was not
within the power of the
Superannuation Board to re-
duce the quantity of work.
It would appear, however,
that the Board could have
increased the number of staff
engaged in variation advice
processing much earlier than
October 1976. No satisfac-
tory explanation was given to
the Committee of the reasons
for the delay in taking rem-
edial action. The argument
that staff ceiling restraints
would have precluded an in=
crease in the number of tem-
porary staff does not stand
up when it is recalled that
the Board recruited an addit-
ional 78 staff in the first

half of 1975 and that an
additional 57 temporary pos-
itions were provided in

October 1976 despite staff
ceilings. It is difficult to
see why such an effective
solution could not have been

adopted earlier. The Board's
concern to avoid recruiting
permanent staff to meet a

temporary need and the
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The Australian Government
Retirement Benefits Office
has advised that over the two
year period from late 1974
until late 1976 it was const-
antly and actively endeavour-
ing to reduce the number of
variation advices and to
increase the staff available
for the processing of such
varistions. The 78 addit-
ional staffl recruited in the
first half of 1975 were app-
roved by the Public Service
Board in Ffebruary 1975 fol-
lowing a Government decision
in January 1975 to remove all
staff ceilings. At that time

the Australian Government
Re~tirement Benefits Office
anticipated that the number

of variations to be processed
would be reduced with the in-
troduction of the proposed
new superannuation scheme
from 1 July 1975.

When the Superannuation Bill
wag not passed by Parliament
the Australian Government
Retirement Benefits Office
took early action to retain
indefinitely the 78 positions
already approved by the Board
and to review additional
staff requirements. However,
staff ceilings had been re-
applied from 1 July 1975:
furthermore, advice of the
new ceilings received from
the Public Service Board by
the Department on 23 Dec 1975
showed that whereas previous-
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problems generated by 2
limited training capacity are
understandable. However, for
the Board's variation advice
processing backlog to have
been allowed to grow to such
an extent that it should
cause a 2 year delay in the
submission of financial stat-
ements for audit must be
considered an example of poor
management and planning on
the part of the Superannuat-
ton Board and indirectly of
the then Department of
Treasury and the Public Ser-
vice Board.

Department of Finance
lnuce
(19 December 1979)

1y inoperative staff had been
excluded from the ceiling
figure, they were henceforth
to become part of the depart-
mental ceiling. The effect
of this was to reduce the
staffing capacity for the
Department and its outriders
(including Australian Govern-
ment Benefits Office) by 118
or 5%.

It was only after protracted
negotiations that the Publie
Service Board granted approv-
al to penetrate the staff
ceilings and on 14 Oct 1976
gave approval for the addit-
ional 57 temporary positions
referred to by the Committee.
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B e LA LN ARy

The Department of Finance has
examined the Report and has
discussed with the depart-
ments concerned the cobservat-
lons and conclusions of Lthe
Committee which have where
necessary been brought to the
notice of the relevant
officers.

DEPARTMENT OF DEFENCE

Division 234/1/01:

Equipment and Stores - New Equipment

and Stores - Naval Construction

2.15 The Committee accepts
the Department's explanatlon.

Division 234/2/03: Equipment and Stores - Replacement
Equipment and Stores - Liquid Fuels
and Lubricants

2.29 The committee is
cerned that an amount of
$350 000 was obtalned from
the Advance to the Minister
for Finance on 27 June 1979
whilst three days later on 30
June

caon=-

remalned unexpended. The
evidence submitted to the
Committec dlscloses inad-

equate communications between
the Departments of Finance
and Defence, fallure to
process claims for which
funds were specifically
sought from the Advance to
the Minlster for Finance.
Whilst the Committee recog-

an amount of $510 014

The Department of Defence
agrees with the Committee's
conclusions,
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nlses that some action has
besn taken to ensure that
similar problems will not
take place in the future, we
belleve tnat their occurrence
reflects adversely on the
Department's financial
administration.

2.30 The Committee notes that
procedures have been examin-
ed, staff counselled and
senior management advised to
pay close attentlon to this
area. The Committee trusts
that this episode is not in-
dicative of accountlng con-
trols in the Department and
wishes to be informed of any
reviews of accounting systems
in progress or proposed.

ute

(19th March 1989)

The Department of Defence has
advised that accounting pro-
cedures gencerally are con-
stantly being examined and
simplified.

By way of illustration, two
changes currently being im-
plemented which should have a
major impact on the process-
ing of accounts are:-

(i) An investigation conduc-
ted throughout the
Department has demon-
strated that a large
part of the workload of
purchasing areas is in-
volved in the issue of
purchase orders, receipt
of supplies and sub-
sequent payment of
accounts for supplies
that cost less than
$100. As a consequence
current procedures have

been modified for a
trial period, with
Department of Finance

approval, to provide for
payment for items having
a value of $100 or less
by means of elther cash
or limited value cheque
at the time of purchase
or dellvery.

The minor purchasin

arrangements are no

applied to all purchases
of $100 or less but
rather they are used to
complement existing pur-
chasing arrangements.
This scheme is currently
on trial at several
Defence establishments
in Melbourne and, after
evaluation, will if
successful be recommen-
ded for implementation
throughout the Depart-
ment of Defence and the
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Division 240/0/2:

2.39 The Committee accepts
the Department's explanation.

Division 241/1/01:

Department of Finance

Minu

@

(19th Mareh_1980)
Defence Force; and

(ii) a computerised

claims
processing system is to
be introduced into the
larger Defence Reglonal
Finance 0ffices - the
pllot scheme is already
operating in the Sydney
region. This scheme
will, inter alia, enable
the computer to monitor
all traders claims with-
in that Defence Region,
identifying claims
having dincentive dis-
counts available, and
thus mitigating against
claims belng delayed.
Dependent on the success
of the pilot scheme it
is hoped that approval
will be given to enable
the system to be intro-
duced Into two other
Regional Filnance
Offices.

Defence Co-operation - Indonesia

Defence Sclence and Technology -

Salaries and Payments in the
Nature of Salary

2.46 Although the extent of
the underexpenditure of the
amount drawn from the Advance
to the Minister for Finance
was only 6 per cent of the
forecasted expenditure for
the month of June, it was 39
per cent of the funds obtain-
ed from the Advance. The
Committee believes that suff-
icient uncertainty existed as
to requirements for the De-
partment to have made a more
conservative estimate.

The

agrees with the

Department of Defence
Committee's

conclusions.
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DEPARTMENT OF FOREIGN AFFAIRS

Division 315/2/15: Administrative - Administrative
Expenses - Expenditure Overseas on
Behalf of Other Departments Unrecouped
as at 30 June

3.20 The use of the Advance
to the Minister for Finance
for this Item is considered
justified.

3.21 1t is recognised that
there may be difflculties and
complexities involved in
effecting reimbursement of
expendliture incurred on
behslf of other departments
overseas. Hence the Comm-
ittee notes with approval the
efforts made by the Depart-
ment of Foreign Affairs to
recoup expenditure lincurred
on behalf of other depart-
ments.

3.22 The Committe is con-
cerned that debtor depart-
ments are frequently delaying
reimbursement of the amounts
claimed because of a shortage
of funds in the relevant
appropriations. The Comm-
ittee thinks it expedient to
reiterate the view expressed
in its 151st Report that the
payment of any account should
not be delayed because of
lack of funds and that de~
partments should be encour-
aged to apply for funds fram
the Advance to the Minister
for Finance for this purpese.
It is the Committee's view
that each department or auth-
ority which receives a reim-
bursement claim in respect of
overseas transactlions has a
clear responsibllity to make
payment as soon as possible.
This applies in particular in
respect of reimbursement in
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sufficient time for the De-
partment of Foreign Affairs
or the Department of Trade
and Resources to bank the
cheques before the year's
accounts are closed. Con-
versely, any department which
incurs expenditure on behalf
of another department or
authority has a8 clear re-~
sponsibility that it submits
accounts for reimbursement to
debtor departments or author-
ities as soon .as possible
after the ecxpenditure has
been incurred.

3.23 This principle is
mentioned again in Chapter 6
of this Report where the
Committee advises it will be
maintaining close surveill-
ance of this subject.

Minute
(19th March 1980)

DEPARTMENT OF SCIENCE AND. THE ENVIRONMENT

Division 543/2/04:

Antarctic Division - Administrative

and Operatlional Expenses - Hire of
Ships and Aircraft

4.13 The Committee accepts
that the Department's request
for $98 038 from the Advance
to the Minister for Finance
was Jjustified.

4.14 Contrary to Sectlon 7 of
Finance Directions, the De-
partment arranged an
insurance to guard agalnst
possible liability for any

additional costs, while the
ship was en route between
Europe and Australia. The

principle that the Common-
wealth acts as its own
insurer to the greatest
extent possible is sound.
While the Committee believes

that this principle is
generally wunderstood, the
Committee is concerned that
in this case, officers ig-

nored or were ignorant of the

The Department of Science and
the Environment has advised
that officers have been re-
minded of the necessity to
comply with the relevant pro-
visions of the Finance Di=-
rections. The Antarctic
Division did not take out
charterers liability in-
surance for any vessel for
the 1979/80 voyages.
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provisions of Finance Direct-
ions and did not seek advice
until premiums had been paid.
The Committee would expect
that departments take careful
note of thls breakdown in
obgervance of Finance
Directions.

Divislion 543/2/06:

Department of finance
. Minut

nute
(19th March 1980)

Az L e s

Antarctic division - Administrative
and Operational Expenses - Shipping

and Stevedoring Charges

4,25 The Committee is not
gsatisfied that the Depart-
ment's use of the Advance to
the Minister for Finance in
this case was justified.

4.26 The evidence shows that
the rebuilding program was
approved nearly two years
prior to materials being
shipped and that the Depart-
ment had had considerable
experience in operating the
ships in question - the Nella
Dan and the Thala Dan. it
appears to the Commlittee that
there was ample time for the
Department to make special
arrangements, if required,
for the shipping of the large
amount of bullding materials
and other equipment.

4,27 According to the evi-
dence presented, the Depart-
ment was not aware of the

large expenditure commitment
until the accounts were re-
ceived. It would not be
unreasonable to expect the
Department of be kept in-
formed of the loading times
and other expenses lincurred
on its behalf., The Committee
believes that this situatlon
demonstrates a breakdown in
administrative practices
which ls inexcusable.

The Department of Sclence and
the Environment agrees with
the Committee's conclusion
and has lintroduced revised
pracedures. to guard against a
recurence of the situation -
see comments against para-
graph 4.27.

The Department. of Science and
Environment has advised that
the officers concerned have
been instructed to investig-

ate means of wminimislng
stevedoring costs and to
ensure they are advised of

costs as they accrue. Some
difficulty is being exper-
ienced in obtaining timely
submission of accounts from
stevedores but accurate esti-
mates are being obtained
shortly after each sailing.
Alternative agents and steve-
dores have been obtained,
through the Purchasing Divi-
sion of the Department of
Administrative Services, for
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4.28 The Committee wishes to
be advised that the Depart-
ment has taken necessary
steps to ensure that the
correct procedures have been
drawn to the attention of the
officers concerned and that
the special cargo ship will
provide a more effective and
efficient means Ffor the
transporting of supplies.

Department of Finance
Minute

(19th March 1980)

the 1979-80 season. Improved
stores handling systems have
been introduced and penalty
rates lncurred by working on
holidays and weekends are

being avoided as much as
poassible, The materials
handling bureau of the

Department of Productivity
has been engaged to investi~
gate and advise on cargo
handline procedures.

The Department of Science and
the Environment has advised
that the relevant offlicers
have had the correct proced-
ures drawn to thelr atten-
tlon., The speclal cargo ship
is currently undertaking the
servicling of expenditions and
a full evaluation of its
effectiveness will be made
when the pregram ls complet-
ed,
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JELEPHONE BILLINGS

5.15 During the period
October 1977 to March 1978
automatic data processing for
the preparation of bills was
introduced in Canberra. The
evidence submitted to the
Committee shows that Telecom
advised departments, involved
in the changeover to quarter-
ly billings, of the billing
dates. 1t would appear that
some departments°did not take
appropriate actlon to seek
additional funds in the Estl-
mates to allow for the
changed billing cycle. The
Committee believes that the

effects of such changes
should have been properly
considered by departments

concerned.

5.16 The Committee is distur-
bed by the evidence that of
$250 000
Department of Defence from
the Advance to the Minlster
for Finance, $188 467 remain-
ed unexpended. The reason
given that because $59 000 of
an account for $239 557 was
unidentifiable the account
was not paid is contrary to
Finance ODirectlions and is
unacceptable to the
Committee.

obtalned by the

The Department
agrees with the Commlttee's
concluslions and has advised
that relevant staff have been
reminded of the necessity to
comply with the requirements
of the Finance Directions.

of Defence
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GENERAL CONCLUSIONS

6.1 In examinling expenditure
from the Advance to the
Minlster for Fimance, the
Public Accounts Committee
sought to ascertain whether
or not Expenditure Ffrom the
Advance to the Minister for
Finance had been conflined to
urgent and unforseeabie re-
quirements for which provis-
ion could not have been made
in the Original and Addition-
al Estimates. It .had also
sought to ascertain whether
or not the departments con-
cerned had maintained efflc-
lent administration in the
expenditure under the item
selected for inquiry.

6.2 Evidence taken during
this inquiry has shown there
were cases of clerical error,
administrative oversight,
procedural weaknesses within
departments and inadequate
estimating. Nevertheless the
Committee is pleased to note
that there has been a signif-
lcant improvement in the
efforts made by departments
to meet their financial
obligatlions within the Appro-
priation Acts.

6.3 The poliey of fipancial
restraint imposed upon de-
partments over the last few
years has required departe
ments to apply greater care
to ensure that their finan-
clal requirements are met
within the approved appro-
priations, Khereas in
previous years the Committee
found evidence that some de-
partments believed the Ad-
vance to the Minister for
Finance was a simple maans of
covering short-falls in their
estimating performance, there
has been a marked improvement

Department o
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in departments' estimating
which has meant less demands
have been made from the Ad-
vance to the Minister for
Finance, except 1In those
cases which were wurgent and
unforseen.

6.4 In recent years the
Committee has had csuse .in
its reports relating to ex-
penditure from the Advence to
the Minister for Finance, to
comment adversely on the
quality of written submiss-
ions and oral evidence
tendered by <departments.
There has, however, been
considerable improvement In
the quality of evidence
tendered this year.

6.5 There was evidence of
failure ;by some departments
and authorities to pay
accounts promptly. on
9/11/74 the Prlme Minlster
issued instructions to the
effect that the Commonwealth
should, as a matter of
policy, satisfy its creditors
as quickly as possible. The
Public Accounts Committee re-
iterates its vliew expressed
in its 151st Report (Parlia-
mentary paper No. 327/1974) :
..ssthat a more responsible
attitude should be
adopted by departments
towards thelr creditors
both departmental and
private. ...The Committee
believes that it would be
approprlate at this point
to remind departments
that delays in paying
accounts received from
private creditors could
cause liquidity problems,
particularly for those
who are self-employed or
small businesses that are
largely dependent upon
Australian Government
cantracts.
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6.6 The Publlie Accounts
Committee believes that
finsncial obligations should
be settled by Commonwealth
departments and authorltlies
within the normall 30-day
business cycle, or earlier if
incentive discounts are
avallable for prompt settle-
ment. As Permanent Heads
have clear authorlty under
the Audit Act, the Committee
expects that they will ensure
that liabilities incurred by
their departments are settled
quickly. Also, the Committee
expects the Auditor-General
and the Department of Finance
to keep this situation monit-
ored and to take whatever
steps are necessary to ensure
that departments are aware of
thelr obligations. The
Committee intends to malintain
a close scrutlny of this
matter as It ls not satisfled
with the present position.

i)

Minut
(19th March 1980)

The Secretary to the Depart-
ment of Finance wrote to all
Permanent Heads and relevant
Statutory Office Holders with
the powers of a Permanent
Head on 17 Dec 1979 drawing
attention to the Committee's
conclusions and seeking their
co-operation Ln ensuring that
accounts are settled without
delay. Departments and
Authorities were also advised
that where warrant authority
is exhausted and there arse
accounts ready for payment
the lssue of funds from the
Advance to the Minister for
Finance should be seen as
preferable to delaying pay-
ments to the Commonwealth's
creditors.
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APPENDIX

COPY OF LETTER SENT TO ALL PERMANENT HEADS AND RELEVANT
STATUTORY OFFICE HOLDERS WITH POWERS OF A PERMANENT HEAD ON
17 DECEMBER 1979.

PROMPT PAYMENT OF ACCOUNTS

The 178th Report of the Joint Committee of Public Accounts on
Expenditure from the Advance to the Minister Ffor Finance
(Appropriation-Act 1978-79) has drawn attention to the
failure of some departments and authorities to pay accounts
promptly, The relevant paragraphs of the Report read as
follows:

"6.5 There was evidence of failure by some
departments and authorities to pay accounts
promptly, On 9/11/74 the Prime Minister issued
instructions to the effect that the Commonwealth
should, as a matter of policy, satisfy its creditors
as quickly as possible. The Public Accounts
Committee reiterates its view expressed In the 15lst
Report (Parliamentary Paper No. 327/1974):

«+. that a more responsible attitude should be
adopted by departments towards their creditors
both departmental and private. +es The
Committee believes that it would be appropriate
at this point to remind departments that delays
in paying accounts received From private
creditors could cause liquidity problems,
particularly for those who are self-employed or
small businesses Lhat are largely dependent
upan Australian Government contracts.

6.6 The Public Accounts Committee believes that
financial obligations should be settled by
Commonwealth departments and suthorities within the
normal 30-day business cycle, or earlier if
incentive discounts are available for prompt
settlement, As Permanent Heads have clesar authaority
under the Audit Act, the Committes expects that they
will ensure that liabilities incurred by their
departments are settled quickly. Also, the
Committee expects the Auditor-General and the
Department of Finance to keep this situation
monitored and to take whatever steps are necessary
to ensure that departments are aware of their
obligations. The Committee intends to maintain a
close scrutiny of this matter as it is not satisfied
with the present position."
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In his Report for the Yesr 1978-79 (paragraph 2.24.11) the
Auditor-General recorded that a review by his 0ffice had
disclosed that more than 1,500 accounts totalling in excess
of $6.2 million were due for payments in 1978-79 but remained
unpaid, mostly for want of Warrant Advice.

The importance of prompt payment of accounts has been brought
to the attention of Ministers and departments on numerous
occasions. The then Treasurer wrote to all Ministers in 1976
referring to the directive in 1974 by the then Prime Minister
that saccounts should be paid without delay and expressing
concern that reports of slow payment were still being
recieved. The then Secretary to the Treausrcy, Sir Frederick
Wheeler, wrote to Permanent Heads on &4 March 1976 and the
then Secretary to the Department of Finance, Mr Cole, wrote
again on 2 Feb 1977 bringing the problem to the attention of
permanent heads, and received reassuring responses.

various circulars on the subject have also been issued
including Treasury Circulars 1976/15 and 1976/23 and Finance
Circular 1977/18. , Yet the problem remains.

It is of considerable concern that the position in some
departments is still not satisfactory. I would therefore be
grateful if you would bring the remarks of the Public
Accounts committee and the Aulditor-General to the attention
of the appropriate officers in your organisation and arrange
for all necessary steps to be taken to avoid delays in the
payment of accounts.

Authorising Officers should be reminded of the requirement of
fipance Direction 31/4 that when certifying that funds are
available for a serivce they are to ensure that Warrant
Authority or Warrant Advice will be available at the time the
related accounts become due for payment.

1 should in this connection stress the importance of the
principle that commitments should not be entered into unless
either the resulting expenditure can be met from available
appropriations or, if the expenditure cannot be met from
available appropriations, approval has been given for the
commitement to be made. For these purposes "available
appropriations" include, in relation to future periods,
Supply Act appropriations and provisions in Appropriation
Bills that have been introduced but not yet passed. A fuller
description of how the system operates is contained in
Treasury Circular 1976/8.

Circumstances can nevertheless arise - because, for example,
of unexpected receipt of accounts or receipt of accounts
aooner than expected - whereby Warrant Authority is exhausted
and there are accounts ready for payment. If sueh circum-
stances do arise, the issue of funds from the relevant
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Advance to the Minister for Finance should be seen as a
prefsrable alternstive to delaying payments due to the
Commonweslth's creditors. I therefore suggest that in such
circumstances you should sesek the provision of additional
funds to enable quick payment of the outstanding accounts.

Yours sincerely

1. CASTLES
Secretary
Department of Finance
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