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DUTIES OF THE COMMITTEE

Section 8.(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)

(aa)

(ab)

(b)

(e)

(d)

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

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

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;

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;

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 mode of
receipt, control, issus or payment of public
moneys; and

to inquire into any guestion in comnesction with
the public accounts which is referred to it by
either House of the Parliament, and to report
to that House upon that quaestion,

and include such other duties as are assigned to the
Committee by Joint Standing Orders approved by both Houses of
the Parliament.

(iv)

CONTENTS
Chapter
1 Introduction
2 Department of Finance Minute on the

One Hundred and Seventy-Sixth Report
relating to the Auditor-General's
Report 1977/78.

(v)



CHAPTER 1
INTRODUCTLON

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 revieweod
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 procedurses are:

1. The Report of the Committee is tabled by the
Chairman in the Houss of Representatives and by =
Member of the Committee in the Senate. Motions are
moved in both Houses of the Parliament that the
Report be printed as a Parliamentary Paper.

2. The Chairman of the Committse thereafter forwards a
copy of the Report to the Minister of the
Departments affected and to the Minister for Finance
with a request that he give the Report his
consideration and infoxrm the Chairman of the action
taken to deal with the Committee's conclusicns.

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 1% relates, is submitted as soon as possible
as a Report to the Parliament.

4, Should the Committee find during its examination of
. s Department of Finance Minute that certain
recommendations are not fully dealt with or are
subject to a further Minute, it holds an exploratory
discussion 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
Committes, except in special cases does not usually
make any comment other than to note recommendatians
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.
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7. 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.

l.4 The Committee is pleased to note that at present
there are only two recent Reports for which Department of
Finance Minutes have not yet beep received. Thease relate to
the Committee's 182nd Report on the Pharmaceutical Benefits
Scheme and the 183rd Report on the Canberra Commercial
Development Authority, both of which were tabled in
Parliament in September 1960.

1.5 This Report concerns the Committee's inquiry into
matters raised in the Auditor-General's Reports for 1977-78.
During the course of that inquiry, the Committee heard
evidence from the Department of Defence concerning lease
charges on Royal Australian Navy Pipelines at Fremantle; the
Department of Education in relation to overpayments and
eligibility checks on the Tertiary Education ‘Assistance
Scheme; and the Department of Primary Industry on the Beef
Industry Incentive Payments Scheme,

1.6 The conclusions and recommendations of the 176th
Report, which are reproduced in Chapter Two alongside the
departmental responses, were designed to draw attention to
instances of administrative inefficiency or procedural
weakness and consequently improve the quality of public
administration, particularly in the areas examined at the
inquiry.

1.7 For and on behalf of the Committee,

David M. Connolly, H.F.,
Chairman

M.J. Talberg

Secretary

Joint Committee of Public Accounts
Parliament House

CANBERRA ACT 2600

13 February, 1981.
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MINUTE ON THE 176TH REPORT
TEE OF PUBLIC ACCOUNTS

Committee's Conclusions

176th Report
(6th”November, 1979)

Department of Finance

inute
(8th September, 1980)

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

DEPARTMENT OF DEFENCE
ASE _CHARGES ON RAN PIPELINES
AT FREVWANTLE
Conclusions

2.8 The Committee was dig-
turbed by several aspects of
this matter. These include
the absence of a .legally
enforceable agreement between
the Commonwealth Government
and BP Auetralia Ltd; the
lack of information available
to the Department of Defence,
the Auditor-General and,

cansequently, to the
Committee; "the inordinate
delay in reaching an

agreement arising from the
proposals made in 1969 by BP
Australia Ltd; the lack of
current asset value of a
Commonwealth asset about
which an agreement is being
negotiated; and the submis-
gsion of incorrect information
by the Department of Defence
to the Committee.

The Department of Defance has

responded to these aspects
individually in the following
paragraphs.



Committee’s Conclusions

Department of Finance

176th Reoort
(6 November, 1979)

2.9 The delay which has
occurred in the Dspartment’s
consideration of and reaching
agreement on the proposesls
put to it by BP Australia Ltd
in September 1969 is of con=
siderable concern to the
Committee. The Department
claimed that "the subject was
being prosecuted veasonably
well but petered out coin-~
ciding with the abolition of
the Department of the Navy"
and was not resumed by the
Department of Defence. The
Committee does not accept the
Department's explanation that
the matter has not been con~
cluded is related to various
changes that have taken place
in the Navy and the Depart-
ment of Defencs and the abo-
lition of the Department of
the Navy in 1973. The Com-
mittee concludes that ade-
quate attention and resources
were not devoted to the task
so that an agresment could be
reached expeditiously. The
Committee believes that BP
Australia Ltd's intention in
writing in September 1969 was
to put forward proposals in
good time to allow an agree-
ment to be reached prior to

its taking effect from the

beginning of 1970. The
Comnittee is appalled that at
the date of its inquiry al-~
most ten years after BP Aust-
ralia Ltd made its proposals,
the matter had not been
finalised.

Hinute
(8 Septsmber, 1980)

The Department of
Defencs has reitersted its
contention that the delay in
finalising this nmatter was
due to the re-orgenisation of
the Depsrtment and the loss
of relevant papers. 1t has
emphasised that when the
problem became known, prompt
and effective action was
taken. Settlement was fina-
lised on 1 August 1979 with a
net receipt of $13735.46 from
BP Australia Ltd after adjus-
tments including the off-
setting of $70181.20 due to
BP Australia Ltd by the
Department for bunkering
charges and repairs to Navy
pipelines.

Committes’'s Conclusions
176th Report
(6 November, 1979)

2.10 A further disturbing
aspect of this inquiry was
the unavailability of vital
information, 4including the
original correspondence bet-
ween the Anglo~iranian 0il
Company and the Department of
the. Navy and much of the
subsequent corresspondence.
The Dspartment stated that it
had not been able to locate a
key file relating to this
subject despite a most stren-
uous search. This difficulty
had also been met by the
Auditor-General's Office,
which, in its inquiries, had
been hampered by the same
missing information. The
Committee was astonished that
the Department, despite the
gbvious interest of the
Auditor-General over a period
of time and the Committee,
had apparently made no att-
empt to obtain copies of
correspondence or any of the
ather missing documsnts from
the oil company.

2.1} Further, the Committee
was surprised to learn that
the Department of Defence had
no record of the use made by
BP Australia Ltd of the pipe=
lines. The Department's only
control over the oil com-

pany's use was to lock the

valves, As the oil company's

argument. for a reduction in

rental is based on reduced
usage, the Committee suggests
that the Department maintain
proper records of the use of
the pipelines by BP Australia
Ltd, as it should in all
similar circumstancea.

Department of Finance
Minute

(8 September, 1980)

The Department of
Defence has advised that it
was considered to be inapp-
ropriate to seek cooies of
important correspondence from
BP Australia Ltd but, as a
last resort, copies of some
documents were obtained from
that source.

The Department of
Defence has advised -that
inatructions are now being
issued to ensure the main-
tenance of appropriaste rec-
ords of the 1leasing and
hiring out of facilities.



Commitiee'’s Conclusions
176th Report
(6 Novemoer, 1979)

2,12 The Committese is con-
cerned that the Department of
Defence’s two submissions
were incorrect, Whilst the
Committee is pleased that the
Department sought to correct
one error, ancther was perpe-~
tuated. The Department was
still unable to determine the
balance of its accounts with
the oil company at the time
of our inquiry. Such a chro-
nicle of error and inadequate
information reflects, in the
Committee's view, very str-
ongly on the management of
the Department of Defence and
the administration of its
affairs,

2.13 The Committee was sur-
prised to learn that there is
no clear policy in respect of
the leasing of pipelines and
other naval installations for
use by non-defence and com=-
merciel organisations. The
Committes recommends that, in
matters involving nstional
security, the policy should
be clearly formulated and
based on consideration of the
relevant issues.

Department of finance
Minute

(8 Septasmber, 1980)

The Department of
Defence has advised that
incorrect evidence was sub-
mitted by mistake. The first
error was dstected in the
Department well befores the
public hearing and a formal
amendment to the Department’s
aubmission was made to the
Committee’s secretariat. The
second error arose through a
development which was not
apparent when the Depart-
ment's revised statement was
submitted. The error emounted
to a statement that the Com-
monwealth would owe BP Aust-
ralia Ltd more than the Com-
pany would owe the Common~
wealth. In the event, because
payments made by the Depart-
ment of Administrative Ser-
vices had not been taken into
account, BP Australia Ltd
awed money to the
Commonwealth.

The Department of Def-
ence has advised that its
general policy regarding the
leasing of facilities follows
the Commonwealth's policy on
leasing or hiring Commonweal-
th stores; that is, it is not
normally done. However, in
the netional interest or
other exceptional circumstan-
ces, hirinﬁ or leasing may
occur Wit the requisite
approvals. The practice is
that when requests of this
nature are considered by the
Department cognizance is
given to such factors as the
need and locations for stra-
tegic fuel stocks, possible
appropriate alternatives
which might otherwise satisfy
the non-Defence requirement
and the potential interfere-
nce with the Defence function

N T e ROy

Committee's Conclusions
176th Report
(6 November, 1979)

2.14 The Committee was
astonished that the Depart-
ment's submission made no
direct reference to the
Auditor-General's comment
that the absence of a legally
enforceable agreement was the
cause of the delay in this
matter. Whilst the Depart-
ment submitted that "the oral
agrsements reached for the
rental of Navy pipelines will
be formalised in writing",
the Committee believes that
this is not different from
the previous arrangement
which was conceded by the
Department to be not legally
binding. Accordingly, the
Committes wishes to be satis-
fied that the agreement cove-
ring the future use of the
facilities and providing for
an agreed basis of charging
is one which is legally
enforceable.

2,15 The Committee was told
that, in the most recent
assesament, made in 1966 by
the Taxation Office, the
pipelines were valued at
$120,000. The Committee is
therefore concerned that the
Department has been attemp-
ting to negotiate a rental
based on the pipelines' value
in ignorance of its current
value. The Committee recom-
mends that the current value
of an asset be used when
agreements which involve a
valuation of that asset are
being entered intoc.

Depsrtment of Finance
Minute

(8 September, 1980)

that such arrangements may
create. The existing leases
at Cairns and Hobart were
approved within the above
guidelines.

The Department of
Defence has advised that use
of Navy pipelines at Frem-
antle by B8P Australia Ltd
ceased in 1978 and as further
use of Lthe facilities by the
Company is not foreseen, the
maetter of a legally enforce-
able agreement has not been
pursued. A period contract
arrangement with BP (Frem-~
antleg Ltd 4in respect of
bunkering charges for RAN
ships at the Port of Frem-
antle was concluded by the
Purchasing Division of the
Department of Administrative
Services on 7 May 1979.

The Department of Def-
ence has advised that policy
instructions within the Dep-
artment ineclude definitions
of cost which normally ensure
that appropriate current
asset values are applied when
the Department is, itself,
processing lease agreements.
In the case of the existing
leases at Cairns and Hobart
the appropriate rental
charges were assessed after
consultation with the Dep-
artment of Administrative
Services.



Committee’s Conclusions

Department of Financs

176th Report
{6 Novemper, 1979)

2.16 The Committee was told
that the long-term rental
agreement did not make any
provision toc be adjusted for
inflation. The Committee
recommends that rental in
this and similar circum-
stances should relste to the
opportunity cost of alter-
native facilities which may
vary Ffrom time to time.
Although charges had been
varied prior to 1969, the
Committee notes that the
Department has not sought to
update the charge to reflect
the 1979 values.

2.17 The overpayment of
rental, accruing to over
$25,000 for the lease of

pipelines from B8P Australia

Ltd, was revealed during this
inquiry. Although the origins
of payments for this facility
made by the Department of
Administrative Services
rather than the Department of
Defence were not made clear,
an amount of $2B00 per annum

has been paid to BP Australia

Ltd since January 1570 desp-
ite the company's September
1969 proposal that it be

waived. Also while the Dep-

artment, of Administrative
Services was continuing to
pay this rental it was not
aware of the negotiations
taking place. The Committee
regards this as a serious
breakdown in administrative
procedures to continue these
payments for over nine years
without apparently ever rev-
iewing their necessity or
consulting with the Depart-
ment of Defence.

Minute
(8 September, 1980)

The Department of Def-
ence has advised that it does
not ignore opportunity cost
when 4its consideration 1is
warranted but the essential
criteria applied by the Dep~
artment in such cases are

based on the government's

guidelines at that time. In

this regard two fundamental

principles of Government
policy must be taken into
consideration ie that Common-
wealth departments are not in

the business of providing

competition to private enter-
prise and Commonwealth pri-
cing structures are not auto-
matically adjusted to take
account of inflation as such
adjustments themselves are
inflationary.

The Department of Admi-
nistrative Services has advi-
sed that all peyments were
made at the request of the
Department of Defence and the
need for the payments was
confirmed by that Department
at quarterly intervals- from
1972 until the last payment
in February 1979.

Committee's Conclusions
h_Repor
(6 November, 1979)

2.-18 Whilst appreciating the
administrative convenience aof
of fsetting monies owed by BP
Australia Ltd with those owed
to the company, the Committee
agrees with the view of the
Department of Finance that
the practice of offsetting is
not to be encouraged., Cont-
rary to the Department of
Defence view, rental monies
paid out in error by the
Department of Administrative
Services should bs reim-
bursed, in the Committee's
opinion, to that Department
rather than, under the offset
arrangements, become Depart-
ment of Defence revenue.

2,19 The Committee notes
that this whole matter had
been able to continue un-
regolved for nearly ten years
before being reported by the
Auditer-General. The Commit-
tee must be critical of dep~
artmental procedures which
could not resolve this mat-
ter. The Committee observes
also that neither the annual
overpayment of rental by the
Department of Administrative
Services to BP Australia Ltd
nor the under-collection of
revenue by the Department of
Defence had been detected.
The Committee, on pages 26-30
of its 171at Report, had been
critical of the thoroughness
of the monitoring processes

which can allow such situa-

tiona to continue over many
years. The Committee wishes
therefore to be satisfied
that consideration has been
given to procedures which
will avoid similar repeti-
tions.

Department of Finance
Minute
(8 Septeamber, 1980)

The Departmenc of
Defence has pointed out that
the payments of rental made
on behalf of that Department
oy the Department of Adminis-
trative Services were made
from the Defence appropria-
tion for rent administered by
the Department of Adminis-
trative Services; therefore
the suggestion that the
Department of Administrative
Services should be reimbursed
for excess rental paid out in
error is inappropriate.

The Department of Def-
ence agrees that both the
control and administration of
the agreement were inadequate
but has emphasised that stre-
nuous efforts were made to
fipalise the matter when it
came to notice. The Depart-
ment has instituted a cont-
inuing review of the neces-
sity for, and relevance of,
such agreements. The Departe-
ment of Administrative Servi-
ces has advised that user
departments are expected to
notify it of any changes
affecting amounts payable
under leases. The Department
will however be able to in-
tensify reviews of continuing
leases when property records
are transferred to its own
computer facility in the near
future.



Committee’s Conclusions

Department of Finance

i/6th deport
(5 Vovember, 1979}

Minute
{38 5eptember, 1980)

DEPARTMENT OF £DUCATION

Conclusions

3.43 The Committee supports
prompt payment being made to
students in order to avoid
possible hardship, but ex-
pects the Department to
continue to seek means to
tighten eligibility controls
over initial payment. If
elements of risk are unavoi-
dable in initiating payments,
detection and recovery pro-
cesses should then be very
efficient. The Department's
systems have failed badly in
providing adequate responses.
The Committee believes that
in gome cases there is a fine
line between fraud, and neg-
ligence leading to retention
of overpayments. While the

Committee concurs with the

Department that the increased
amount of overpayments does
not necessarily represent a
deteriorating situation
(overpayments have remained
constant in proportion to
total expenditure), it does
not believe that a situation
of "no improvement" is a
matter for satisfaction. This
is particularly so as this
situation can be largely
attributed to the Departments
previous neglect of control
and recovery functions in its
student assistance schemes.

10

The Department of

Education agrees with the
Committee's criticism of
previous deficiencies in

control of recovery processes
but considers that measures
recently introdueced are beg-
inning to take effect and
reverse the trend of previous
years. The Department does
not regard the overpayment
situation as satisfactory but
would point out the decrease
in outstanding cases from
9174 at 30 3une 1977 to 7916
at 30 June 1979 as one sarea
of improvement.

The Department notes
that in view of references in
the: Auditor-General's Report
1978-79, the Committee is
satisfied that eligibility
checks and messures against
deliberate fraud are now
adequate. Nevertheless, ways
of improving them will
continue to be examined.

Committes’'s Conelusions
6th Report
(6 November, 1979)

3.44 Interest on Insctalment
Repayments by Students:

The Committee commends the
Department’'s sympathetic
policy of allowing overpaid
students to repay outstanding
amounts gradually as their
circumstances improve. How-
ever, in cases where a stu-
daent's definite negligence
has resulted in an overpay-
ment the Committee believes
that it may be appropriate to
charge interest on the over-
payment. The Committee recom-
mends that the Department of
Education give consideration
to amending the Student Assi-
stance Act to provide for the
imposition of interest char-
ges by way of penalty. The
Committee also considers that
the Department of Finance
might. examine the principle
of applying a similar provi-
sion to other overpayments,
subject to any limitations
imposed by the Audit Act. The
Committee would be interested
in the Departments' views.

Department of finance
inute

(8 September, 1380)

The Department of
Education has advised that
approval to repay by instal-
ments is granted only when
repayment in a lump sum would
cause hardship. The Depart-
ment therefore considers thac
it would be inappropriate to
levy interest in such cases,
particularly when recipients
had ipitially demonstrated
the need for assistance by
satisfying a means test.

The Department of Finance
view is that although the
Finance Directions provide
that overpayments received in
bad faith are to be recovered
in full, there is no provi-
sion under the Audit Act or
subsidiary legislation for
the charging of interest on
amounts overpaid and in the
sbsence of any binding prior
agreement, interest could be
recovered only where authare
ised by legislation, or where
a court award was obtained
and not complied with within
the time limits specified by

The long standing general
policy is that the Common-
wealth does not charge inte-
rest, or pay it, on outstand-
ing debts. If provision were
to be made for the collection
of interest on certain over-
payments there would undoub-
tedly be offsetting adminis-
trative costs arising from
the need to calculate and
collect the amounts owing and
increased pressure on the
Commonwealth to pay interest
on money it owes where pay-
ments are alleged to have
been delayed through neglig-
ence or for any other reason.

11



Committee's Conclusions

Department of Finance

176th Report
{6 Novempber, 1979)

3.45 Amounts Outstanding ss
a Result of Departmental
Error:

The Committee is most
concerned at the extent of
the accumulation of overpay-
ments in this category which
have not been recovered and
regards the present situation
as quite wunsatisfactory. It
urges the Department of Fin-
ance to hasten the introduc-
tion of guidelines, which
would Fformalise the Departe
ment of Education's current
practice of not recovering
overpayments arising from
departmental error. This
would allaw the Department to
reduce the total apparent
amount of outstanding over-
payments and would enable the
rate and results of depart-
mental error to be assessed
with more accuracy.

12

Minute
(8 September, 1980)

Interest is not seen as a
normally appropriate form of
penalty to be applied in
connection with the recovery
of oaverpayments. Certain
legislation, eg sections 85
and 91 of the Students Assis-
tance Requlations provide for
penalties to be imposed by a
court where students fail to
advise a change in their cir-
cumstances. The adoption of
this procedure, as approp~
riate, in other areas would
seem to be preferable to the
imposition of interest char-
ges by administrative means
to compensate for the tempo-
rary loss of use of moneys by
the Commonwealth.

The Minister for Fin-
ance has approved a general
policy whereby recovery of
overpayments of pensions and
other benefits by the Depart-
ments of Social Security,
Veterans' Affairs and Educa-
tion may be waived in certain
circumstances such as those
caused by administrative
error not contributed to by
the recipient.

Committes's Conclusions
76t sport
(6 November, 1979)

3.46 Design of Application
Forms -~ Students' Obli-
gations:

The Committee belisves that
the declaration in the appli~
cation form could be made
more effective if the form
contained a statement similar
to that contained in the
reminders sent to students.
That 4is, a statement, or
reference in plain English to
students' obligation to ad-
vise the Department of a
change in their status, what
in fact actually constitutes
such a change and the incon-
venience to both the student
and Department if these obli-
gations are not observed. If
that part of the application
form does not lend itself to
the inclusion of such a sta-
tement, it could be incorpo-
rated elsewhere and reference
made to it in the declara~
tion.

3.47 Recovery of Overpay-
ments - ADP Capacity

The Committee supports the
Department's attempts to
assess and present total
departmental ADP require-
ments, but deplores the appa-
rent lack of foresight and
co-ordination that preceded
this. The Department's res-
ponse to the administrative
requirements of student assi-
stance gchemes has been aon an
ad hoc besis. In respect of
ADP needs, computer equipment
was not purchased until 1976
even though TEAS began in
1974, and other schemes aven
earlier. The equipment, when
purchased, was inadequate to

Department of Finance
Minute
(8 September, 1980)

The Department af
Education has advised that
the application forms for
1980 were printed and cir-
culated before the Commit-
tee's view was known. However
the Department has made
appropriate amendments to the
Conditions of Award leaflet
which is distributed to all
eligible students with advice
of entitlement. The Commit-
tee's suggestion will be kept
in mind when the 1981 form is
being designed.

The Department of
Education does not consider
that the Committee's charge
of "lack of foresight and
co-ordination" is justified.
The Tertiary Allowances
scheme was introduced in 1974
at short notice end, because
it was substantially differ-
ent from previous schemes, it
was inevitable that teething
problems and overloading of
gtaff would occur in its
firat year of operation. When
the problems were repeated in
1975, steps were taken, with
Public Service Board appro-
val, to automate part of the
process using programmable
calculators. It was recog-
nised that this was an

13



Committee's Canclusions

Department of Finance

176th Report
16 November, 1979)

meet the exiating require-
ments of the assistance
schemes. In addition, alth-
ough consecutive Auditor-
General's Reports since
1973-74 had indicated that
there were serious problems
in the control of overpay-~
ments, recovery and overpay-
ment functions were not
automated until 1977.

14

Minute
/8 September, 1980)

interim solution only but it
was considered to be the most
logical action to take at the
time, as the nesds of student
assistance could not await an
overall review of the ADP
needs of the Department.
Serious criticism might have
been levelled at the Depart-
ment if it had pressed for a
more costly computer system
based only on student assist-
ance requirements and without
regard to the overall needs
of the Department. At that
stage, the ADP needs of the
rest of the portfolio were
not pressing and were being
met by the use of various
external facilities. Within
the student assistance area,
other schemes were subsequ-
ently processed through the
calculators which have pro-
gressively been upgraded to
cater for this and to enable
them to last longer than
originally envisaged. It was
not originally intended that
the calculators would be used
for overpayments control,
although in recognition of
problems in this area, cer-
tain control functions were
automated in 1977. The Dep-
artment would stress that
while automation assists in
the control of recovery
action it is not a means of
preventing overpayments, most
of which are caused by the
beneficiaries' failure to
advise of discontinuation,
changed circumstances, etc.

Committes's Conclusions
13 epor
(6 Novamber, 1979)

3.48 As accumulated overpay-
ments were over $2.50m at 30
June 1978, the Committee
considers that the estimsted
cost, between $0.75m and
$1.0m, of new ADP equipment
ias not excessive, and expects
that there will be no undue
delays in its selection and
installation. It also recom-
mends that the Department
explore alternative or temp-~
orary means of improving the
ADP capacity of the Student
Assistance Division, pending
the results of the comprehen~
sive review of ADP require-~
ments currently being under-
taken by the Department.

3.49 Evaluation:

The Department does not appe
ear to have the capacity to
collect, store or retrieve
data for analysis without
seriously disrupting routine
functions, Without such a
capacity the Caommittee con-
siders that realistic evalua-
tion of the efficiency and
affectiveness of program adm~
inistration is impassible. No
such comprehensive evaluation
has been attempted. The Comm-
ittee recommends that the De-
partment, or another arganis-
ation, initiate a comprehen-
sive and continuing evalua-
tion of the Department's aims
and aefficiency in administer-
ing these schemes, with part-
icular reference to cost
effectiveness.

Depsrtment of Finance

inute
(8 September, 1980)

The Department of Educ-
ation has advised that a sur-
vey of its ADP requirements
has been completed. It is
hoped that a detailed propo-
sal for new squipment will be
submitted to the IDC on ADP
towards the end of 1980, for
equipment to be purchased in
1981/82 and available for use
in 1983.

The Department has examined
the Committee's suggestion
that alternative or temporary
means of improving the ADP
capacity of the Student.Assi-
stance Division be explored
and concludes that it would
not be desireble to develop a
long term alternative ADP
system for student assistance
programs due to the substan-
tial risk of incompatibility
with the overall computing
needs of the Department.
However, the possibility of
short-term improvement is
still under considersation.

The Department of
Education has advised that to
undertake a comprehensive
cost-effectiveness study of
the administration of all
schemes would be a major
exercise with substantial
cost and resource implica-
tions. The Department doss
review its administration
each year in the 1light of
experience. During 1978 the
Efficiency Audit Division of
the Auditor-General's Office
conducted a feasibility study
of the Department's adminis-
tration of student assistance
programs but it was not sel-
ected as a8 topic for in-depth
investigation in 1979. Cer-
tain improvements were found
to be possible and these will
be taken into account in the
Department's on-going assess-
ments.
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3.50 Lagislation:

The Committee can only exp-
roas its dismay and astonish-
ment at the
estimate of the workload
involved in bringing the five
major non~legislated schemes
under uniform legislation.
The Committee would have
sxpected that subsequent
regulations would primarily
be a matter of formalising
existing practice. Detailed
rules and policy guidelines
for these schemss have alr-
eady been formulated and set
out in extensive depsrtmental
manuals. Furthermore, all the
schemes have been operating
for at least four years, the
longest ten years, so it
could be assumed that the
administrative processes for
the schemes are well
established.

3.51 The Committee is ser-
iously concerned at the con-
tinuing delays in the prepa-
ration of subordinate legis-
lation, and has previously
commented on this in its
103rd and 144th Reports. In
the latter Report, on the
then Department of Education
and Science, the Committee
recommended that public auth-
orities
availability of adequate
administrative machinery to
permit the prompt drafting of
regulations. The Treasury
Minute responding to this
recommendation advised of
measures being undertaken by
the Attorney-General's Depar-
tment, including training
courses which would '"ensure

that an adequate number of

experienced and capable
draftsmen will be available
and thus abviate the
shortages. of past years".

Department's

should ensure the
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The Department of
Education wishes to stress
that the estimates of time
given were for the five
schemes in total. Work could
proceed. progressively and
legislation for the first
scheme selected could be
developed within a year of
Government approval to int~
roduce legislation. ODepart-

mental experience has been

that guidelines suitable for
internal wuse bg officers
familiar with ks policy
bshind such schemes do not
readily translste into legal
terminology. The Department
has discussed with. the
Attorney-General's Department
end the Office of the Parlia-
mentary Counsel action nec-
easary to begin pllcing the
schemes under legislation,
and the Government has agreed
that they shall be placed
under legislation.

The Attorney«General's
Department has advised that
the measures referred to in
the Treasury Minute included
the establishment of & Divi-
sion responsible for the
preparation of subordinate
legislation - this was esta-
blished in 1973. While this

action has been effective in

reducing delays in the draft-
ing of regulations, the Dep~-
artment has recently conduce
ted a review of ataffing arr-

angements and is developing

propcsals to put before the
Public Service Board with a
view to improving the effici-

ency of the Division. Another

of the measures referred to
was the establishment of a
tegislative Drafting Insti-
tute. The Department spons-
ored a number of students to
the first training course for
draftsmen conducted by the
Institute in'1975. Of those
students only one is still

Committee’s Conciusions
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176th Report
(6 November, 1979)

3.52 No response was made in
the Minute to the Committee's
suggestion that consideration
could be given. to the employ-
ment under contrsct of comp-~
stept lawyers outside the
Public Service. The delay by
the Public Service Board in
responding to this comment is
totally unacceptable to the
Committee and it expects to
receive the Board's response
as a matter of urgency.

Hinits
(8 September, 1980)

engaged in legislative draft-
ing for the Commonwealth. The
Oepartment now takes the view
that on-the-job training
under the supervision of
experisnced draftsmen is mors
offective, and one of the
aims of the stsffing propo~
sale now being developed is
to senable that kind of
traiping to be pursued more
intensively.

. The Public Service
B8oard has edvised that while
it has some responsibilities
relating to the administra-
tion of departments the res-
ponsibility for the general
working and business of a
department is vested by the
Public Service Act in the
Permanent Head.

In line with it‘s responsi-
bilities, the Board's O0ffice
has provided machinery for
the engagement of consul-
tants, however it is up to
departments to avail them-
selves of that machinery. In
May 1978 the Board issued a
Guidelines Booklet to all
departments and authorities,
on the engagement of consul~
tants aend contractors for
service., These guidelines
cover the engagement of all
consultancy services, ince
luding, whers appropriate,
lawyers. Guidelines existed
befors this date in the form
of Public Service Board Cir-
culars as well as Despartment
of Finance Circular 1977/2
and » prior Treasury Circular
1976/1) -~ beth of which are
complementary and still re-
main in force.
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3.53 Penalties and
Prosecutions:

With reference to penalties
for .fraud or providing mis-
leading information, it is
obvious that a fine of $100
does not have the seame value
as @& deterrent now that it
had in 1974, The Committee
reconmends that this be sig-
nificantly increased and the
whole concept and structure
of penalties be reviewsd,
with the aim of producing
more effective deterrents,
The Committee is concerned
also at the apparent unwill-
ingness by the Courts to
impose even the present
penalties. Persons convicted
under the Regulations receive
public funds from the Depart-
ment in the full knowledge of
the mutual obligations and
duties that this contract
dictates.

18
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Minute
(8 September, 1980)

During the last three calen-
dar years (1977-79 inclusive)
the Attorney-General's Dep-
artment has submitted two
proposals for the contract
engagement of consultants to
draft legislation. Both were
approved.

The Board also states that
recent advice from the
Attorney-General's Department
confirms that there is a lack
of availability of competent
lawyers either outside the
Service for contract engage-
ment or within the Service
for recruitment to positions
for legislative drafting
work.

The Department of
Education has discussed with
the Attorney-General's Dep-~
artment an appropriate incr-
ease in the level of penalt
provided under the presen
Act. A proposal to increase
the penalty from $100 to $500
when the Act is next amended
has been submitted to the
Government for consideration.

Committes’s Conclusions
176th Report
(6 November, 1979}

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

The situation we have
reached is that we both
(the Department and the
Chairman of the Austra-
lian Vice-Chancellors'
Committee) feel we must
exclude reliance as far
as possible on the
student’s memory to do
things in the process
if we can.

The Committee does not accept
this proposition that stu-
dents are not capable of
accepting responaibility for
their actions in applying for
and accepting Government
assistance. This- policy of
the Department and the Vice-
Chancellors' Committee gives
tacit approval to casual and
irresponsible attitudes by
some students. The Committee
has noted the Department's
attempts to make students
more aware of their obliga-
tions and commends its act-
ions. However,

dents are not motivated suf-
ficiently by public respon-
aibility to fulfil their
obligations then more effec-
tive -deterrents and punitive
measures must be considered.
The Committee wishes to be
kept advised of departmental
action on this matter.

the Committee.
considers that if some atu-
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fhe Department of
Education has advised that,
in the ipstance mentioned,
the procedure of checking
enrolments direct with ins-
titutions was considered to
be the most efficient method
of establishing that students
had discontinued study or
varied their enrolments. The
Department will cantinue to
remind students regularly of
their obligations. As advised
in the comments against para-
graph 3.53, it is proposed to
increase the penalty for
fraud or providing misleading
information.
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3.55 The reiatively low
level of investigations and

prosecutions in ~ New South
Wales was noted by the
Committee. The Department

explained that this situation
is not necessarily due to
inactivity by its State
office, but can be attributed
to the difficulties in co-
ordinating action between the
authorities involved, and the
twelve-month limit on prose-~
cution. Notwithstanding this
explanation, the Committee
wishes to receive specific
reasons for the low level of
activity in New South Wales,
with details of any parti-
cular difficulties which may
have been experienced in that
State.

3.56 Liaison with Institu-
tions and State Authorities:

Following an allegation of
lack of co-operation by
institutions, made by the
Department in the Auditor-
General's Report, the Com-
mittee questioned the Dep-
artment closely. The Com~
mittee was concerned by this
statement, as it was surpri-
sing that institutions could
ignore the benefits received
from the Federal Government
and the mutual obligations

and. ties that this brings.
Evidence presented by the
Department showed that only

one institution was with-
oldipg its co-operation and
in fact, that the Department
was satisfied with the gen-
eral level of co-operation.

Department of Finance
Minute

(8 September, 1980)

The Department of
Education has provided the
Committee with a detailed
response to this conclusion.
With reference to the time
limit of twelve months for
prosecution under the Student
Assistance Act, the proposed
amendment of the Act will
provide for the extension of
that limit to two years.

The Department of
Education believes that the
Committee's criticism in
paragraphs 3.56 and 3.57 is
based on a misunderstanding.
The Auditor-General's Office
suggested in June 1978 that
enrolment of students at
tertiary institutions be
confirmed in January/February
prior to the payment of
allowances. The Department
responded to the Auditor-
General in detail referring
to the unsatisfactory exper-
ience of 1974 when such a
procedure was attempted, and
outlining the arrangements
developed since then which
were currently in force. The
Auditor-General's Report
referred to "previous att-
empts to obtain such evi-

dence" but did not indicate,

clearly that the reference
was to 1974 events. Evidence
given at the hearing showed
that a substantial improve-
ment in co~operation had
occurred over the last three
years.
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3,57 The Committee regrets
that the Department should
make such a ssrious alle-
gation and then not subst-
antiate it, and would be most
concerned if other unfounded
allegations were to be made
in any future appearances.
The Committee also wishes to
be kept advised of the
progress of negotiations with
the above institution.

3.58 Generally, the Commit-
tee is satisfied that prog-
ress is being made in imp-
roving liaison with institu-
tions, and commends the
Depertment's proposal to
progressively computerise ex-
change of data with institu-
tions. However, the benefits
of such a proposal will be
much reduced by undue delays
incurred in wupdating the
Student Assistance Division's
ADP capacity.

3.59 The Committee trusts
that authorities and insti-
tutions in the States will

continue to establish uniform

and centralised admission
procedures, and expects the
Department to continue to
encourage and promote such
measures.

3,60 The Department's
Evidence:

The Commitee has indicated
aspects of departmental ad-
ministration which it feels
must be improved, but was
hampered in making more posi-
tive comment on the Depart-
ment's activities by the poor
standard of evidence. While
there were exceptions to this
poor standard, the evidence
displayed carelessness in
preparation. The evidence

Department of Finance
Minute
(8 September, 1980)

The Department of
Education has advised that
the one institution which was
withholding co~operation dec-
ided to conduct enrolment
checks in 1980 for students
in approved courses.

The Department of
€ducation has advised that
the witnesses were senior
experienced officers and were
considered the most approp-
riate officers to pravide the
Committee with the detailed
information it may have requ-
ired. However, it is acknow-
ledged that on this occasion
they could have been more
precise in the presentation
and explanation of material.
The witnesses were not aware
during the hearing of any
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presented was often super-
fictal or
there were cases where
statistics supplied by the
Dspartment were incorrect or
misleading. The Committsee
believes that the evidence
would have been of a higher
quality if the Department had
been represented at a more
senior level. In any event,
the Committee deplores this
low standard, and emphasises
that 2uch an attitude can
only reflect poorly on the
Department concerned.

3,61 Auditor-General's
Report 1978-79:

The Committee notes that the
Auditor-General has made
further reference to both
eligibility checks and over-
payments in his Report for
1978-79. As far as eligibi-
lity checks are concerned,
the Committee is satisfied
that the Department's eligi-
bility checks and measures
against deliberate fraud are
adequate. However, it shares
the Auditor-B8eneral's concern
over the continuing high
level of overpayments, parti-
cularly those attributed to
departmental error.

confusing, and

Minuts
(8 September, 1980)

unfavourable impression being
created with the Committee,
The Department considers it
unfortunate that the further
hearing forsshadowed by the
Committee was not  held,
therefore providing an oppore
tunity to clarify the issues
and satisfy the Committee‘’s
doubts..

Committee’s Conclusions

176th Report
(6 November, 1979)

Department of Finance

inute
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DEPARTMENT OF PRIMARY INDUSTRY
F_TRDUSIRY INCENTIVE PAYMENTS SCHEME

Conclusions

4,28 Several aspects of the
Bsef Industry Incentive Pay-
ments Scheme and its adminis~
tration concerned the Commit-
tee. Pripcipally, the Commit-
tee concluded that the Dep-
artment of Primary Industry
had been unable to anticipate
the difficulties with which
it found itself confronted.
In conceding that it had
learnt from this experience,
the Department said that it
would be very wary in future
of devising a scheme which
reliss wupon a particular
ownership sasituation as a
basis for payment.

4.29 Whilst it is a matter
for the Government to deter-~
mine the eligibility criteria
for schemes devised to assist
different sections of the
community, the Department of
Primary Industry faced prob-
lems similar to those which
besst departments which admi-
nister welfare and other
benefits schemes for which
payments are made on the
basis of claims submitted.
What has concerned the
Auditor-General and the
Committee in this case has
been the inadequate prepay=-
ment checks to ensure the
eligibility of claimants and
the validity of their claims.
Whilst this was not assisted
by the Department's misinter-
pretation of the legislation,
the difficulties involving
ataffing, form design and
documentation of the Scheme
have led the Committee to
conclude that the Scheme was
both conceived and implemen-
ted in haste.
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4.30 MNevertheless the Com-
mittee is unconvinced by the
Department’'s claim that had
it had more time it could
have designed tighter proce-
dures. The Committee's view
is that the Department should
have ensured that the various
implementation aspects were
proceeded with concurrently.
This would have involved the
initial planning and documen-
tation of the Scheme, the
consultation with other dep-
artments and authorities,
including those that may have
had some experience in simi-
larly based schemes, and the
testing, implementation and
evaluation of the procedures.
Obviously, experience or
information gained during
cansultation, testing and
evaluation could have been
used to provide feedback into
the overall planning of the
Scheme's implementation. The
Committee is not satisfied
that this occurred as it
should. This is a situation
that is coming before the
Committee too often. The
Committee recommends that
more flexibility be exhibited
in providing adequate staff
to meet similar short~term
needs.
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The Department of Pri-
marg Industry has advised
that in its view the diffi-
culties encountered were a
legacy of the Scheme itself,
the legislation which was
deficient in some respects,
and the short period provided
by the Government for the
Scheme's introduction. The
Department Ffeels that the
Committee's recommendation on
the provision of staff to
meet short-term needs is
impracticable, particulary
under staff ceiling condi-
tions. It would be unreal-
istic to expect the Service
to provide experienced staff
from within a department or
from other departments at
short notice to cater for new
schemes.

The Public Service Board has
advised that generally the
government expects new pro-
grams to be staffed from
existing staff resources
through a re-ordering of
priorities and redeployment
of staff. Where a new program
is to be implemented urg-
ently, the Board is always
prepared to consider the need
for special staffing and
staff ceiling arrangements.
Such arrangements depend on
the priority which the Gover-
nment places on the new pro-
gram and the extent of staf-
fing adjustments required.

Committee’s Conclusions
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4,31 To assist in any simi~
isr future situation, the
Committee recommends that
geveral other basic proce~
dures be adopted. Firstly,
legislation of this type
should be carefully examined
and the procedures developed
to administer it should be
confirmed as conforming with
the legislation. Secondly,
when claim forms are invol-
ved, these should be cleared
with interested departments
and authorities, including
the Auditor-General's Office,
to ensure that there is com-
pliance with related legis-
lative requirements including
the Audit Act and Finance
Regulations and Directions.
Thirdly, to ensure adequate
controls over ADP systems,
accounting standards, inclu-
ding those for audit trails
in ADP systems, proposed by
the Auditor-General's Office
should be mandatory. Ffour-
thly, the Department of Finp-
ance should conaider the
introduction of a. more rapid
stop-payment system which
would minimize subsequent
recovery action arising from
duplicate and other over-
payments. This should have
applied not only to this
Scheme but should also apply
to other benefit sachemes
where similar problems can
arise.

Minute
(8 September, 1980)

The Department of
Primar Industry agress with
the ommittee's ‘recommen-
dations relating to the deve-
lopment of procedures and
related claim forms, however,
it would stress that to be
able to give effect to these
recommendations the Govern-
ment would need to allow
adequate time faor departments
tos carry out the processes
involved.

The Auditor-General's 'Office
has advised that in Jsnuary
1978 the Public Service. Board
was advised of the need for
setting common minimum con-
trol standards for computer
based data processing sys-
tems. The advice was referred
to the IDC on ADP which
created a special sub-
committes (Sub-Committee on
Standards for the Control of
Computer-Based Systems) with
representatives from the
Public Service Board, Tax-
ation Office, Audit Office
and the Departments of Def-
ence, Finance and Veterans'
Affairs, to investigate the
problem. The scope of
standards under consideration
is very broad and naturally
includes the adequacy of
management (or audit) trails.
The first phase of the task
will be completed shortly,
although any standards issued
as a result are more likely
to be in the nature of guide-
lines than mandatory stan-
dards. However, the Audit
Office holds the view that
the ultimate aim should be
the issue of mandatory stand-
ards, deviations from which
would require special
approval.
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In response to the Commit-
tee's fourth recommendation
the Department of Finance
would point aut that its
Canberra Orawing Account is
maintained in the Reserve
Bank, Sydney, and the
standard procedure is that
details of Stop Notices are
telexed to the Accounting
O0ffice, Sydney, which comp~
letes the necessary Reserve
Bank form and lodges it with
the Sydney Branch of the
Bank., There is thus no signi-
ficant delay in the lodgement
of Stop Notices and no prac-
tical avenue for improving
the procedures. Proposals
have been put to the Reserve
Bank that it accept telex
advices of Stop Noticee from
the: Accounting Office,
Canberra; however, the Bank
hias maintained its require-
ment for Stop Notices to be
on its standard form and
signed by a duly authorisgsed
officer.

Furthermore, records in the
Accounting Office, Canberra
indicate that advice of the
duplication of cheque issues
was furnished to the Accoun-
ting Office on 7 April 1978
(not 5 April as stated in
paragraph 4.21) and Stop
Notices were lodged with the
Reserve Bank, Sydney on that
day.



