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DUTIES. OF THE COMMITTEE

Section 8.(1) of the Public Accounts Committee Act 1951 reads as
follows:

Subject. to sub~section (2), the duties of the»Committeé
are:

(a) . to éxamihe the accounts 6f the receipts and
expenditure of the Commonwealth including the
‘financial statemepts transmitted. to. the
Auditoi-General urder 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 bodiés to which this Act applies;

(ab) to examine all reports of the Auditor~General
(including reports of the results of efficiency
audite) copies. of which have been laid before the

' ‘Houses of thé Parliament;

(b) to report to both Houses of the Parliament, with
such comment as it thinks £it, any items or matters
in those accounts, statéments and reports, or any
circumstances. Gonnected with them, to which the.
Committee is -O0f the opinion that the attention of
the Parliament ‘should be directed;

(¢} to report to both Houses of the Parliament any .
alteratioh 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,
isdue 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 repoxt to that
House upon that question,

and include such other duties as are assigned to the

Committee by Joint Standing Ordets: approved by both
Houses of ‘the Parliament.
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‘PREFACE - L

Polloving ‘the creation of the Department of Finance in

1976, it was .agreed that the 'a‘rcuu:y ‘Minute' arrangements for
énsuring that approprilte action. is taken in response to

Committee recommendations, should continue. These procedures then
became known as the 'Depu:tment of Finance Minute*.

Although. these arrangenents are periddically reviewed,
they havVe ‘been in operation, in more 6r less ‘their current form,
sihce 1952, . when. the Public Accounts  Committee: WaB:
u-utablishea. :

'.l'he Finance Minute ptoceduzel, .ag they now stand, are as
fpuoﬁn; .

I. ' The Report of the Committee is tabléd in. both
- Houses of the Pa:liament: and motions -are

moved in both places that the Report be:
printed as a Patliamentary Paper.

2. . The  Chairman of the Committee thereafter
‘foitwards a copy of the Report. to the
" responsible ‘Minister ana to the Minister for
Pinance with .a request - that ‘he give ‘the
Report his consideration and  inform' the
Chaiiman of the: act:on taken to deal with the
Committee's conélusions.

3. ' The :eply which. 1s in the  form of a .
" Departmeht of Finance Minute; is then -
-.examined by the Comittee and, together with:
. the, conclusiona of, ' the Report to which it
:elates, .is submitted as soon as possible as

a Report to the ‘Parliament..

4. Should the Cominitteer find during its

' examination of a Department of Finarnce 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 subminion ‘of the Minute, to the
Paniauumt. ' )

“5. . In reporting a Hinute to ‘the Purliamem:, the
. Comittu, s except in special .caseés; does not.
usually make -any comment other than to note
recomendltion: not fully. dealt with or

. lub;ect to a furthe: Minute.

.(fix)} .




6. When the Committea hext _examines the o g . S © CHAPTER 1
ggpa;tge:ﬁ t._c:o,x;cetne«l the Department of : : .
nance pute is. considered by the Committee : g ' 7
1 apriicanter ' : y ¢ Co s . INTRODUCTION

7. The Department of Firance £fucnishes the ‘ ’ 1.1 The Committee's  193rd Report, -

2 ?! - 1ar . 1181 . the i port, an examination of the
g::ﬂé::g:n‘ ";fgut & h‘]‘ﬁ Y*&?u ,h“P“wt on : 'Reports: of the Auditor-General 1979-80 and March 198l', was
pace in g deal"nesr “;thc‘ t:‘-" té’- progress tabled ‘in Parliament on 20 'April 1982, A summary of the report
e enti] ing,  with. the Committee's appears in Chapter 2. The conclusions. and recommendations made in.
‘commentsy . the report together with the Department of Finance Minute sent to

_In accordance with the ptbced_u:es obtlined above, this : ‘the: Com;:vi‘t".tee’,' on 4 November 1983 appear in Chapter 3.
report documents the Department of Finance Minute . which wasg 1.2

submitted in response to the Committee’s. 193rd Report. ~The - Committee is generally pleased with the repponses

v ' cron’t;a;n,'ed‘ in the "Fi‘p?lnce Minuté. However, it is concerned at the
For .and. on behalf of the: Committed, . B | length of time taken for some actions.

D‘cputicnt of Defence ~ HMAS Stirling. - Naval Supply
1.3 ‘The! Commif;tee is pleased with the response of the

‘Department ' of Defénce to the conclusions and recommendations
contained in Reéport 193 and notes that:

\Y + the Department’ has. adopted  the Committee’s.
M.J. Taiberg - . " . . recommendation. to proceed with the purchase of two tug
Secretary : : . - : ) " boats: for HMAS stirling. o
Joint Parliamentary/Committee of Public Accolnts
Parliament House

the Committée's . condern over centralisation of ' the

Canbeira o . supply centre in Sydney has been acted upon and

1 December 1383 - . planning is proceeding to: provide a limited range of
¥ Rt . ' : ‘stores to HMAS Stirling appropriate to the type of
- T : ‘8hips that will be home ported in Western Australia.

Department of Transport - ‘Second Hobart Bridge

1.4, The Committee notes the new -arrangements for provision
of funds for the Second Hobart Bridge and is satisfied that such

changes will prevent a recurrence of the problems identified in
its report.

Auitrql’i‘an Capital Territory -Schools Authority

k.5 The 'Committée is pleased to note the BAuthority's
response to its conclusions and recommendations dnd that concerns
of ‘the Committeé are in the process: of being resolved. The
Committee considers, however, that it has taken the Authority too
long to deliver a satisfactory response and to respond to a clear
direction. given by the Government on the form of accounts it
s8hould present..

1.6 In particulat the Committee is concerned that although
the Minister for Finance made it clear on 10 Seéptember 1979 that
aiR accrual system of accounting should be the basis for the
Schools. Authority's reporting, the financial statements for
., . g '1981/82, which have not yet beefi tabled in Parliament or a copy
P [ 1 . - provided to: the: Committee as requested, are the first to be

o - ; " prepared on this basis. .
{x) i




1.7 In addition the Committee notes. that the Authority's

reports. for 1879/80 'and 1960/81 were not .tabled in Parliament

until 9 September 1982 and 17 May 1983, respectively.

1.8 The Committee also notee that from 1981/82 the
Authority's fimancial .statements 'should be in full accord with
Departiient of Finance requirements and that probiems asgociated
with the personal appointment of the Authority's auditor have
been overcomé. The Committee expects that this shobla facilitate

more timely presentation of future statements.,

1‘.93: " The Cogrimit;tqe is pleased that proposals‘ to amend the:

L wete discussed and passed by the
ACT Legislative Assembly on 22 September 1983, .
These amendments make monies raised locally by schools official
monies of the Authority for auditing and financial xéportirg.

However, the Committee is again concerred with the -excessive time

taken by the Authotity to prepare suitable amendmeits.

1,10 ' . The Committee. notes -that the Authority's Annual Report

for 1981/82 will include a summary statement of money kaised
locally by schools. The Department of Finance comment noting the
need for resolve of the legal question of where responsibility

for such funds rests has been solved and steps. should be taken as.

soon ag possible to determine audit and reporting arrangements..
Consequently; the Committee trusts that the development of the
specifications for tender for parties to perform internal audit
of' schools' finances will be finalised -as sdon as possible.

Depa:én’xfent; of. queign"hffai;s' - ﬁdcou‘ntinq at Overseas Posts

1,11 The Committee is gyenerally satisfied with the responses

by the Department of Foreign  Affairs to ‘the Committee’s
cdonclusions and recommendations and notes the following:

» Changes .to Fihance (Overséas) ' Regulations to permit,
where necessary, .special financial procedures at.
overseas postsy ' .

. the increase in the number of staff in the
Department's internal audit section to 17;

the implementation of JMR recommendations have been
largely completéd, the consequent ratjionalisdtion of

.

the accounting system and the associated savings -

resulting from a uniform accounting system; and

. the -general objective of centralising its accounting

system in Australia will
of Foreign Affairs.. '

be pursued by the Department



'CHAPTER 2
SUMMARY OF REPORT 193

2,1 Report 193 presented the Committee's £findings as ,a

result of several public inquiries into matters raised by the

h
Auditor-General in his reports to Parliament for 1979780 and
March 1981.

Department of Defence - HMAS Stirling - Naval Supply

2.2 The Auditor-General expressed concern over the problenis

which the Department encountered in the administration of the
naval base HMAS Stirling. Thesé problems included the methods

used to take on charge assets and equipment, inadequate security

over. stores, unavailability of tugs at peak periods,
under-utilisation of workshop equipment, and delays in the
completion of a post refit analysis report for HMAS Moresby. As a
result of its inquiry the Committee recommended the purchase of
two tug boats for HMAS Stirling and. expressed some. concern over
the centralisation of the supply centre in Sydney.

2.3 The Auditor-General also referred to probléms relating
to the use of proper procedures for recording the .maintenance
done on small craft, and the loan of specialised equipment to
private contractors. The Committee expresged its strong
disapproval at the obvious lack of co-ordination and liaison in
the procedures followed in the acquisition of three inch pipe
bending machinery and six inch. tooling which were incompatible.
The Committee was also critical of the Department for its neglect
of proper procedures for the loan of equipment to private
contractors,

2.4 The Committee was pleased to note in its Report that the
Department of Defence had recognised most of the problems
identified by the Auditor~General and was in the process of
undertaking appropriate remedial action.

Second Hobart Bridge -~ Payment of monies in advance of
demonstrated need

2.5 This item. concerned the payment of $450,000 from the
Commonwealth Department of Transport to thé Tasmanian Department
of Main Roads in June 1980 to meet contractors costs for part of
the construction phase of the Second Hobart Bridge, The
Auditor~General claimed that this payment was made in. advance of
a_ demonstrated need for funds. The Committee concluded that
although the Department of Transport made the payment in .good
faith, it was not satisfied that sufficient care was taken to.
ensure that the necessary conditions for the payment of a
particular purpose grant were met. . ’

ACT Schools Authority -~ Delays in the Presentation of Financial
Statements

i

2.6 The Committee's inquiry arose from comments in the
Auditor-General's Report on the failure of the ACT Schools
Ruthority to submit for audit in an approved form its finaneial
statements for 1976/77, 1977/78, 1978/79 and 1976/80. The delay.
wdg caused by the Schools 'Authority and the Department of Finance
disputing the form of the accounts and by uncertainty as to how
to ‘account. for non-government monies. The major recommendations
of ‘{;he Committee were that the Authority adopt accrual accounting
énd‘.‘\that its legislation: should be amended to allow greater
accolintability for non-government monies received.

Department of Foreign Affairs - Accounting at Overseas Posts

2.7 In his. Report the Auditor-General drew attention to
deffciencies in accounting and financial administration at a
number of overseas posts in Africa. These included accelerating
payments at the end of the financial year, unsatisfactory
-commitment control procedures, and inadequate maintenance of film
libraries.

2.8 The Committee was advised that. the Department knew of
these problems, and that a Joint Management Review of overseas
accounting arrangements was undertaken by the Public Service
Board and the Departments of Foreign Affaips and Finance. The
Committee noted that recommendations of the Joint Management
Review, once irplemented, were expected: to overcome many of the
problems raised by the Auditor-General, The Committee also
specifically recommended that:

.« the Departmént survey all its overseas posts to

determine. those areasd in which difficulty is
experienced in complying with Finance (Overseas)
Regulations and seek where necessary approval for
special procedures; .

. as much accounting work  as possible should be
centralised in Australia..

2.9 The Committee also expressed its concern that although
the staffing establishment of internal audif positions in the
Department. was incredsed from sixteen to twenty in October 1980,
the number of occupied positions had increased by only one from
twelve to thirteen.. .

ED



. " CHAPTER 3
DEPARTMENT OF FINANCE MINUTE.

;

3.1 In this chapter each of the Committee's :‘eqommenaa'tioni

and findings is reproduced in turn and is <folloWwed by ty’e
response, as provided in the Department of Finance Minute. These
responses were fransmitted to the Chairman of thée Committee by
thé Minister for Finance on 4 November 1983. Each Conclusion or
Recommendation listed below 18 referenced to the relevant
paragraph in Report 193. : :

DEPARTMENT OF DEFENCE - HMAS. STIRLING = NAVAL SUPPLY
PARAGRAPHS. 1.45 = 1.46.

The Committee feels that the issue of the Pipe
‘Bending Machine ‘indicates a . lack of proper
planning by Defence Staff and a lack of liaison
between the: Depsrtmeéent. 4in Canberra- and HMAS
Stirling., Clearly ‘there is a need for a pipe
bending facility of up to six inch capacity: The
Committee was not given adequate -explanation of
why @ machitie with a capacity of three jinches was
purchased which, in addition to being too small -
for some. of the tasks required of it, is
incompatible with ‘the six inch capacity tooling
owned by the Navy but lcoaned out to a private
contractor, '

'

The Committee expresses its strong disapproval at
the obvious lack of co-drdination and liaison
that this issueé represents. with the commensurate
waste of taxpayers® money, In addition, the
Committee cannot justify or excuse the neglect. of
proper .procedures for the loah of equipment to
private contractors, )

Response

3.2 The Department. of Defencé has advised that a Pipe
Bending Machineé with a capacity of three inches was purchased in
1977 to provide -a facility for Intermediate Level Mainterance at

HMAS Stirling. A machine of this capacity was. chosen as work on
larger pipes is. normally undertaken by the contractor during
refits and <also because of the very high cost of 'a larger
capacity machine and in ‘particular its associated tooling. . The
present machine is compatible with both imperial and metiic
measured pipes. The three inch machine and assoclated tooling is
now held at HMAS Stirling and is -available for use,

3.3 Six inch tooling was purchased as a separate item in
1975 for supply to a contractor in order to carry out urgent
repairs to HMAS Morésby during her refit, This tooling is now
held at HMAS Stirling and is available for future loan to
gontractors, Correct procedures for the loan of this equipment
have been adopted. )

1

P PARAGRARH 1,47

‘The Committee finds 4t difficult to see
Justification in the decision not to purchase tug
‘boats for the base, in favour of hiring them, in
economic terms., Whilst accepting that the
decision was made in the context of competing
Defencé priorities, there was a demonstrated and
increasing need for them at the base. To provide
the nécessary facilities at the base, the
~Comaittee récommends that the purchase of the tug
‘poats: for HMAS Stirling be ‘progressed as a matter
of priority. '

Response

3.4 The Department of Defence has stated that the purchase
of two tug boats. for the HMAS Stirling is progressing. Contragts
for construction have been let. .and delivery is expected in early
1984, The present contract prices are $700,630 for the small tug
and $2.086 million for the medium. tug.

PARAGRAPH 148

During. the Inquiry the Committee expressed some
‘concern over the -centralisation of the supply
centre in Sydney. It felt that for sound tactical
and - operational vreasons it ‘would be more
efficient to disperse the stores supply function,
- particularly to the Western Australia area. The
Committee was therefore plessed to be. informed
that this aspect was receiving -consideration in a
major ‘total ' review of the  Navy Supply
Organisation which is. currently under
consideration by ‘the Chief of Naval Staff. The
Committee requests that the outéome of the review
made available when the review is complete. It
is. understodd however, that since .an assessment
-of the. range and: depth of stores required at HMAS
Stirling. will ‘be & major task requiring
donsiderable . technical and 'supply effort, this
task ‘will not ‘commenced until the decision on
the ships to: be: ported at the base is made,




Response . . ¢

3.5 ., The review of the Navy Supply Organisation was
compieted in August 1980 and, in regard to the disposition of
stockholdings policy recommendations in regard to the followins
were made: S R

(a) the principles for disposition of étockholdinéé,;u

(b) the factors for determining the range and depth of
M:ems to be dispersed; .

(e¢) the management and control of .dispérsed $tocl<“s‘; and-
{(d) creation of Store Depotss,
3.6 The Chief of Naval Staff accepted the recommendations

and they are being progressively. introduced. A copy of the full
Review Report. was attached to the Finance Minute.

3.7 The Department of Defénce has advised that in addition ’

to this a study into the dispersal of stocks based on. the above
recommendations, has beéen completed. Planning is proceeding to
provide a limited range of stores at HMAS Stirling applicable to

the DE class of ships. that will be: home ported in Western

Australia.

3.8 Concurrently, as a result of a Government decision to
base two destroyer type ships at HMAS Scirling, work is in
progress to determine the exact maintenance and: 'supply support
requirements that néed to be provided at. HMAS. Stirling. This. task
however, cannot be finalised until a decision on the ship type to
be deployed to Western Australia is made‘.

PARAGRAPH. 1.49

The Committee suggests that care be exercised by
. the Auditor-General when reporting issues.to the
Pariiament. It emerged throughout this dnquiry
that some of the comment by the Auditor-General,
whilst technically correct has: resulted in
unnecessary éxpenditure by the ' Department of
Defence. An example of this is the matter of a
(degurity comeund around bulk mqterial holdings
'at’ HMAS Stirling. It is clear to the Committee
that whilst this compound did not have a security
fence at , time of audit, the materiala held.
therein were ‘not easily portable, . Further, thé
fact that the base is isolated, on an islafd and
secured by Naval Police would make theft of such
goods very difficult indeed, Also, the Committee
requests the Auditor-General to ensure that his
field of‘ricers, partioularly those in regional
ofrices, are fully aware. of any changes to
accounting systems oOr procedures in departments
before reporting any perceived deficiencies to
the Parliament,

Response

3.9 The Auditor-General’s Department has stated that after
considering ‘the given explanations and documentation available
to the auditors.at the time, the standard of control over the
recording of initial assets and equipment at HMAS. Stirling was
assessed as weak, This was subsequently reported in the
Auditor-General's Report for April 1980.

3.10 The Audfitor-General has taken up the matter direct
with the Chairman of the Joint Committee of Public Accounts.

DEPARTMENT OF TRANSPORT - SECOND HOBART BRIDGE
PARAGRAPH 2.7 ~ 2,19

It appears to the Committee that, having regard
to the circumstances of this case, the Department
of Transport acted in good faith in paying the
advance of $450,000° to. Tasmania in 1979-80.
However, the Conmittee is not satisfied that the
Department took sufficient care to ensure that
the necessary conditions for the payment of a
particular purpose grant were met. Finance
Direction 13/15 states:

'Grants which are to be applied to a
particular purpose, 'as  distinct. from
general assistance grants, are not to be
made significantly in advance of a
clearly demonstrated need for funds.'

The Committee reminds. all departments that the
mere existence of an appropriation is not in
itaelf sufficient authority to expend
Commonwealth moneys. .

Further the Committee noted that the covering
letter to the claim was not ocarefully examined
and that funds for its purpose while appropriated
in 1979~80, were not -provided: for in 1980-~81, In
these . ciroumstances, the:  Committee refers
departmenta to . the Department of Finance
procedures . for t‘orward dommitment and to Finance
‘Direction 8/10:

»'Paynent. shall not be made in advance of
satisfactory performance or delivery
unless it i8 . providéd for in the
contract and bhe claim for payment is
supported by a certificate by the
offiéer authorised for the purposes of
Regulation 45(1)(g)(ii). Contracts shall
not provide for, advance or progress
payments merely to avoid the: lapsing ot‘
an appropriation.*



The Committee .considers that Departments. should
have clear and unambiguous authority to be able
‘to advance funds. In cases where authority is not
clear or rests on 'the subiective interpretation
of -agreements, opinions or directions advice
'should 'be sought from the appropriate authorities
which. are, the Department. of Finance, the
Attorney-General's " Departiment or ‘the :
Auditor-General's Office.

3.11 Following the presentation of the Auditor-General's
Report the Department of Transport and Construction took
remedial action by introducing a 'Determination of the Terms and

Conditions for the, Provision: of Financial Asgistance for the

Second Hobart Bridge'. The determination was sigred by the then
Minister for Transport, the Hon Ralph J. Hunt, MP on 14 January
1981, : . :

3.12 Additionally it should be noted that the Department .of
Finance has assumed responsibility ' for the financial
administration of the program, in accordance with the Minister
for Transport's determination, sihce 14 January 1981,

3.13 ‘The Department of Transpox;é and Constructicn and theé

Department of Finance both consider that thé matter has now ‘been
satisfactorily reésolved and that no further action is. necessary.
The new arrangements will have the effect of avoiding a
recurrence of the problems identified in the ‘Report.

AUSTRALIAN CAPITAL TERRITORY SCHOOLS AUTHORITY
Delays in Presentation of Reports
PARAGRAPE 3.43

The Committee considers that a delay in excess of
three years before the ACT Schools Authority
presented its first set of financial statements
i8 totally unacceptable, notwithstanding the
complexity of the issues which caused the delay.
The' Committee believes that appropriately notated
qualified reports presénted to , the Minister
within threé months of theé close of the financial
year to which theéy relate provide .considerably
more relevant, timely and useful information ‘to
the community than an ungualified repoft.
presented years later. The Committeé trusts that
there will be a considersble improvemeiit in the

'speed. of reporting by the Authority.

10

3.14 The ACT Schools. Authority has advised that at the time
of the Committee's public inquiry <4 June 1981), financial
statements up to and including the year ended 30 June 1979 had
been reported on by the Auditor-General.

3.15 Financial statements for the year ended 30 June 1980
(on a cash accounting basi3) were submitted to the
Auditor-General on 3 May 1982, The Authority has attributed the
delay from 30 June 1980 to 3 May 1982 to. the time taken to
determine accounting methods appropriate for the -Authority (cash
v/$ apcrual). The Minister for Finance, agreed oh 16 February
1982 that the -Authority could report on a cash basis for the.
1979~80' and 1980~81 financial years.

3.16 The Department of Finance notes that a condition of
the Minister for' Finance's approval of the Authority's financial
statements for ~1976~77, . 1977-78 and 1978-79 on 10 September
1979, was that the Authority should prepare financial statements
op an: accrual basis as from and ineluding the yedr ended 30 June
1980, - Despite this ednditional  approval, and following
protracted discussions and correspondence, the Authority, on 23
Qctober 1981, sought the Minister for Finance's approval for
cash based statements for the years 1979-80 and 1980-81. The
Minister declined to approve these statements and indicated the
reasons . for: doing so to the Minister for Education on 24
November 1981, On 8 January 1982 the Minister for Education
responded with a proposal involving the continuwation of cash
based financial statements for 1979~80 and 198081, and giving a
firm commitinent to adopt accrual based financial statements
beginning with those for 1981+82. In view of this commitment the
Minister for Finance,- om 16 February 1982, agreed to cash based
financial statements for the years 1979-80 and 1980-81..

Accounting Standard for the Authority
' BARAGRAPH. 3.4

The Committee is disturbed to note that the ACT
Schools Authority had decided to continue with a.
cash accounting system in spite of a consisteént
attitude 3ince 1977 by the Department. of Finance
-and  the Auditon-General!s Office that -accrual
&cdounting ' should be sadopted. The Committee
concurs that accrual accounting should be the
accounting. standard for the Authority.

Response

3.17 The Authority has statéd that its continued reluctance
to adopt accriial’ accouhting wasS based primarily on its
unwillingness to. commence & task of this magnitude until a £irm
policy decision as to the appropriate basis for reporting for
the Authority was taken by the Government,

kB



3,18 The: Department of Finance would however fhote that the
Minister for Finance has complete discretion as to the form in
‘which financial statements for the Authority shall be preépared
and the Ministerts intentions were made clear to the Authority
on numerous occasions.

PARAGRAPH 3.45

In regard to the. practical operational problems

associated with theée introduction of acorual

accounting, ‘the Comsiittee recommends that the

Authority seek advice and .assistance primarily

from the Department of Finance .and, where

appropriate, the Auditor-General's O0ffice 30 as

to.  resolve these problems ' quickly, Should

additional qualified accounting staff recources

be required ‘for the introduction. of accrual -
scoounting the Committee recommends. that the

Pyblic, Service Board sympathetically -consider an -
appropriate submission for < temporary - or .
consultancy arrangements..

Response

3.19 A task foice :commenced work at the beginning of -August
1982 to .prepare the financéial statements for the year -ended 30
June 1982 on an accrual basis. The Department of Finance and the.
Auditor-Generalt's Office provided advice to the Authority on the.
development of ‘the form of Statements. Details of the progress
made in the preparation and presentation: of financial statements:
is contained in the response to paragraph 3.47.

PARAGRAPH' 3.46

The Committee endorses the agreement betwéen the -
Minister for Finance and the Minister for
Education whereby the ACT' Schotls Authority's
financial &tatements. for 1979-80 .and 1980-81
would be prepared ofi a cash basis, with accrual
accounting to. be iised in subsequent yeairs, The
Committee expects that .astatements for the year
ended 30° June. 1982 and béyond shall be in full
agecord with. ‘acerual acoounting standards and
practices ' recommended by the Department of
Finance for wuse in statutory organisations,.

Response o
3.20 The: proposed form of financial statements for the year
endeéd: 30 June 1982 prepared in accordance with aceruval

accounting techniques were forwarded to the Department -of
Finangce on 6 January 1983, -

- 12

'LEGAL. ADVISING. AND NON-GOVERNMENT MONEYS L

3.21 The Minhister for Finahce approved the form of

statements on 6 July 1983 following detailed consideratiaon . of
the proposed form by fHie Department of Finance .and . the
,Augiitor-cene_ral'-s Office and discussions with the Authority. The
need to: resolve a variety of issues and to obtain agreemant
betwyeen the three organisations to several format changes and
the Federal Election on 5 Mareh 1983 impacyed :on. the normal
approval process,

PARAGRAPH 3,47

.., The Committee. also expects that the audited
¢ financial statements of the Authority, .prepared
on @ cash basis for the years ended 30 Jupne 1980

, And 1981 will be submitted to the MNinister for
Education at the earliest possible time, The
sccrual based. statesent for the year ended 30
June . 1982 should also. .be .submitted . to the
Committee at the same time as.if is given to the

Minister for Education,
Response '

3.22 The following ‘table indicates the timing of impér"vfant
events in the preparation of the 1979-80' and 1980-81 finapcial.
statements:. o

) - STATEMENT L .
DETAILS . 1979-80: . 1980-81 . . ..,
Draft to Auditor-General 3 March 1982 2 August 1982
‘Prelimindry Audit Completed 2 April 1982 14 September 1982
Final ‘to Auditor-General . 3 May 1982 18 October 1982 °
Audit Report to Minister 23 June 1982 23 February 1983

Tabled in Parliament 9 September 1982 17 May 1983

3,23 At the time of writing (24 October 1983), financial
statements for 1981-82 ‘had reachéd the stage of . where final
comments. had been received from the Auditor-General on the draft
statements 4n final ‘form. Discussions are continuing on these
points and the Authority expects to submit final, statements in
final form to the Auditor-General by the end of,'‘October 1983,

‘

PARAGRAPH; 3,48

The Committee is concerned that negotiations.
regarding. the provision of a legal advising to .
‘the. ACT' ~ Scéhools  Authopity .concerning ‘the -
accounting for non<Government moneys received. by.. ..
schools took  approximately three  years,. .
notwithstanding the complexity of the issues

1
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involved, The Committes considers. that the
excessive time which this opinton took to
prepare, related to adminsitrative inefficiency
and’ misundérstanding within both the Deputy Crown
Solicitor's Office and' the ACT Séhools Authority
Office onh the practicés to be followed. This is
unacceptable to the Committee,

PARAGRAPH 3.49

amend' the Y

were asseited to by the Authority on 22 Juné 1981
'should subatantially improve ‘the acdcounting - for
non=government funds received by ACT schools., As
these funds ‘are considerable, totalling in-excess

The Committee considers that the. proposals to
y hang which

of - $2.3M in 1979-80, the Committee recommends
that the - appropriate amendments be .drafted
without delay. The Committee considers’ liowever,
that. the draft  proposed ‘amendments should be
circulated to both the Department. of Finance and
the Auditor~-Genéral's Office for -opinion and -
comment on -specific technical issues. The
Committee: 'Wwishes to be Kept informed of the
progress relating to the amendment. proposals.

Response.

3.2%

In relation to the observations of the Committée :fh

paragraphs 3.48 and 3.49, the Authority submitted the following

as. an -explanation of the time taken for provision of leyal

advice:

The amendments to the ‘Ordinance proposed by the
Authority on 22 June 1981 (paragraph .3.49 of the
Committee*s Report) were referred by the Department
of Education to the Attorney-General's Department on
10 March 1982, Copies of the proposed amendments
were also forwarded to the Department of Finance and
the Auditor-General's Office for comment, '

. The Attorney-General's Departmént submitted a draft.

YACT Schools Authority (Amendment) Ordinance' to the
Authority fof consideration on 30 June: 1682 and
advised ‘that in rélation to the proposed Ordinancé
amendments it, tpreferred t6 omit provision relating
to the administration of locally raiseéd.moneys until.
the legal position'is clarified', .and *the answers
to those questiohs may' bBe of assistarce in
determining ‘how locally raised moneys are 'to be
regardedy. ' K

A subsequent advising by the Attorney~General's
Department issued on 5 July 1982 led to discussions
betueen officers from the Authority, the Department
of' Education and the Attorney-Generalts Department
on. 9 August 1982. At these discussions legal
officers advised that there appeared to be three
altrnatives to cover administration of moneys raised

locally by schools. These are:

. regard all moneys raised Zlocally by
-schools as official moneys;

~, each schogi board be incorporated; or

. leave current situatioh. unchanged.

. ‘'0f the three alternatives, only the first was

consideréd to be viable ‘as the second
alternative. would have resulted in the
proliferation of statutory authorities which
was regarded as .unacceptable in view of the

‘vaennme;nt'lls policy: on the creation of

statutory -authorities and the third alternative
Would not alter the current situation of <the
Authority being unable to require schodls to
account. for these moneys .in an .appropriate
mannef, Revised instructions for amendments to
thé Ordinarice on the basis of ‘the first
‘alternative were referred to the Department of
Education on 18 November 1982 for transmission
to the. Attorney-General's Department. These
amendments “will, if agreed -to, make moneys
raised locally by &schools, along with moneys
from Government sources, official mioneys of the
Authority for the purposes of accounting,
auditing and financial reporting.

Notwithstanding the advice provided at the

-discussions 'meftioned above, officers of the

" Attorney-General's Departiment, at a discussion

on 21 January 1983, questioned the propriety of
the  Authority dssuming responsibility  for

.moneys raised locally by schools and property

acquired with such. moneys. It was contendéd

“that. {f moneys raised locally by ‘schools: were

not legally monéys of the Authonity, .then it
would be improper for the Authority to include

- such .assets in its annual financial statements.

An: advising to specifically clarify whether the
Authority 'had ownership of sSuch moneys and
assets was identified by the Attorney-General's
Départmént as a prerequisite for' any amendments.
to the Ordinanceé along the lines énvisaged.
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fficers from the Department of Educatioft, the
‘ACT 'Sctiools Authority, ‘the Auditor-Generalls
O0ffice and the Department. of Finance met on 26
"April 1983 to further discuss this matter.

3.25 Following the meeting and before consideration  vas
given to the propriety of decltaring that moneys raised l1gcally
by ACT government schools, and assets acquired with. such moneys,
are the property of the ACT Schools Authority, advice was sought
from edch of the Stite Education Systems whether moneys ralsed
loeally by their schools’ are: deeméd to bé assets of the State.
The responses received indicatéd that noneys were $o0 treated
accordingly, the Authority requestéd the Department of Education.
ot 3 August 1983 .to issue revised instructions to the
Attorney-General's Department on this issue. This was done on. 10
August 1983 and coples were sent to the Auditor=Geheralts. Qffice
for .comment, On 23 August 1983 theé Auditor-General raised. a
number of qUeriés in rélatiom t6 the instructions. On 28 August
the ‘Authority responded to the Audit queries and final revised
instructions were issued to the: Attorneéy~General's Department..

3,26 The Authority éxpects that. draft amendments to. the ACT
School:s. Authority Ordinance will be ready for discussion by the
ACT Legislative Assembly by the end of October 1983, )

PARAGRAPH 3.50° ' "

In respect of the audit of mnon-govérnment funds
the Committee supports. the Schools Authority
proposal  that .privateé auditors should be
... eémployed, but considers that the Auditor-General
. should also hdve access to the records rélating
to the receipt and disbursement of private funds,
"Efamination of particular transactions involving
noh-government = moneys should assist. the.
Auditor-General. in his audit of the Authority's

financial statements.
‘Respoise

3.27 Specifications for the invitation, by public tender,
for interested parties to perform. the internal audit function in
relation to schools' finances are beinhg developed by thé
Authority. o ’ .

.1, RECOMMENDATION 3,51 o

T The Committee strongly recommends that a summary
q(:gtemgnt showing . the: aggregate receipts and
disbursements of | hon-government. moneys redeived
by ACT achools should bé appended ‘to the ACT
‘Schools Authority's financial statements. This
supmary statement should be compiled from the

statements of non-government moneys. prepaired Dby
individual schools and privately audited. The
Auditor-General should be required to certify
that the summary statement is complete and has
been cdorrectly compiled, i

Response

3.28 Included in the annual report for 1984/82 is a
statement which summarises moneys raised locally by schools for
the year ended 31 December 1981. This summary does not include
the récelpts, disbursement. or cash holdings of the various
Parents. and Citizens Associations at Schools or Pre-school
Parents Associations.

Department of Finance:

3.29 On the question of the audit of hon=government funds
and the reporting of those funds in a summary statement attached
to the financial statements, it would seem that the Llegal
question of where the responsibility rests for those funds must
be determined before any decision is taken as ‘to audit/reporting
arrangements. Since: 'the advising issued on 5 July 1982 by the
Attorney-General's Department, further discussions have ‘taken
place between officers from the Authority, the Department of
Education and the Attorney-General's Department,

Personal Appointment. of Auditor
PARAGRAPH 3,52

The. Committee is gravely concerned that. since the
retirement of ‘the previous Auditor-General, the
Authority has had no auditor as the appointment
was on a personal basis, However, the Committee
is 'pleased to know that as & result of the
promulgation: of new Statutory Rules relating to
the ACT Schools Authority, this .situation has
been rectified and the Auditor-Geneéral, in his
official capacity, -can audit the Authority with
retrospective effect from 30 Juné 1980..

Response

3.300 . Statitory Rule Ko 348 of 1981 (made: on 26 November
1981) provides for the Inclusion of Division 3 6f Part XI of the

adit:. Aok . in. the Schools Authority Ordinance 1976. Under
Division' 3. 'the Au or-General is required to .audit thé accounts
and records of ‘the Schodls Authority, so that from the date .of
effect. (3 TDecember 1981) of the Statutory Rule it was
unhecessary to: make a separate appointment,
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DEPARTHENT OF FORIEGN AFFAIRS - ACCOUNTING AT OVERSEAS POSTS
PARAGRAPHS 4,11 = 4,12 ’

The Conmittee accepts that full compliance with
the Finance (Overseas) Regulations and Directions
will be difficult at some posts because of local:
laws and customs .and that. in some cases special
procedures: will need to be approved to meet local
requirements. - N

It is a matter of concern to. the Committee that
Special proceédures have not. been  approved where
necessary for the overseas posts mentioned ifn the
Auditor-General's Report, The ‘Committee
recommends. that the Department . survey all
overseas posts with a view to determining those
areas in which difficulty is -experienced in
complying with Finance (Overseas) Regulations and;
Directions and seeking. approval. for special
‘procedures. as necessary. -

Response.

3.31 The Department of Foreign Affairs .preported that the
Department of Finance was requested to aménd Finance (Overseas)
Regulation 10(3) and Finance (Overseas) Direction 10.10 in order
to permit the -continued operation of ‘existing procedureés in

relation to collections in Laos, the United Arab Republic, Kenya

and. the USSR where local 1law prohibits ' the -payment of
collections to the credit of the Commonwealth's bank -account,

3.32 The Department of Finance notes that ‘the appropriate
amendments-were promulgated in Statutory Rule 105/83 of 13 July
1983. Changes were notified to Departments in Finance (Overseas)
Circular 1983/2 of 25 August 1983. .

3.33 In regard to. the d_ii?t’icul‘tié,s in the procurement field.

the Department of Foreign Affairs contacted all of its overseas
posts to identify 1local 'procedures and problems. As a

consequence of this review officers gt selected .posts have been

given delegated authority to issue Certificates of Exemption in
relation to the obtaining of quotations for suppliers.

3.34 The Department has advised that it is not aware of
other situations where local conditions prohibit compliance with

the Finance (Overseas) Regulations and Directions, -or where

suitable operational arrangements canhot - be -made under

appropriate delegation, Thé. finandial -delegations ‘of the

Department are under continuous reéview ‘to facilitate compliance
wWith. current legislation, .and to ‘ensure that unusual local
copditions are handled effectively.
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3.35
position

comprehensive Finance

Foreign

Directions are standard references for this course and all
are instructed to immediately report to the Department
where it is not possible to comply with
gulations and Directions. The Department of Foreign
will investigate any such situation and review

officers

any situation aprising

these. Re
Affairs
procedure

Rgsponae

3.36
staffing -
Seventeen

In addition, all officers posted ovenrseas to
involving accounting responsibilities undergo

Affairs. The Finance (Overseas) Regulations

8- or recommend amendments as required.
PARAGRAPHS 4.17 - 4.19

The: Committee does not believe general post
lisison visits are a satisfactory alternative to
internal audit.

The Committee was informed that the staffing
establishment of internal audit positions in the.
Department was increased in October 1980 from
sixteen to twenty. However the number of occupied.
positions had only increased by one from twelve
to thirteen although the current intention is to
£11l1 sixteen: positions,

The Committee is concerned ‘that twelve months
have passed and only one additional officer has.
been recruited. It is -essential that sufficient
resources be devoted to this area to enstre that
at. .least. a minimum .acceptable level of
administration 1s maintained. As indicated in our
184th Report, the Committee intends to maintain a
continuing interest in development of internal
audit  capabilities in departments and
-authorities, The Department of Foreign Affairs
has nade a firm decision to increase the internal
audit staff to sixteen as quickly as possible and
the Committee desires to be informed six months
from. the tabling of this Report as .to the level
of recruiting achieved,

The: Department of Forelgh Affairs advised that the
of its Internal Audit Section is being given priority.
L of the twenty positions on the Section's establishment.
are filled. Efforts are béing continually directed towards the
Department's obvjective of a full establishment.
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PARAGRAPHS. 4,42 - 4,44 .

The Committee received detailed explanations from
the witnesses and observers on all aspects of the
JHR propossls, ‘The Committee -hi nated that the
recommendations of the Report ve been accepted
by all participating departments .and that the
Government has approved introdup!’-,ion of the

uniform overseas. acocounting system based on
Department of Finance Regional Offices located at.
Canberra, London dnd Washington,

In the Committeeis. view the recommendations of
the JMR should: Lead to. a significant improvement
in the efficiency of accounting and management
Procedures at overseas posts and every . effort

should be made to adhere to the tisetable for
full 1np1ucntqt1‘¢n by the .end of 1982. The
Committes will expect: to be advised in dus course
of the results. of  the ‘proposed post
implementation review,.

However, the Committee recommends. that as much
accounting work as possible should be centralised
in  Australia in view of the heavy ocosts in
maintaining accounting staff in overseas. ‘posts.

Response

3.37 Implementation of the JHR' recommendations has been

completéd, The London, Regional, Officé now services &ll posts in
the European region that were formerly serviced. from Geneva and,
in addition, has extended its operations to coyer 'éveruq: .posts
at Moscow, Cairo, Algiers, Lagos ang Accra, Consequently the
Geneva Regional Offige has HOW  been. closed, Transfer of the
South American Posts to the Washington ‘Regional 0ffice System
was completed in July. Forty-three posts in the Cahberra Region

have now been converted to the new uniform accounting ‘procedures.

under the Canberra Regional Office.

3.38 The Department of Foreign Affairs. shares the concern:
int Committee .of Public Accounts in that aoccounting.

of the Jo
work should be centralised in Australia to the maximum extent
possible, consistent with +the avoldance of unncessary coats

overseas and of unaccéptable delays ip overseas payments, This.

Will be pursued as a continuing objective,

3.39 The: Department. of' Finance has advised that sixtyenine
of the eighty-one recommendations contained in the JMR have béen
fully implemented, The remainder are nearing completion with the
exception of several Fecommendations: either under review, .or
which relate to a post~implementation review,
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1€ larger «
Af_‘inangi‘gl management, -

3.40 In plngrpph.:lc.uii of itas report the Committee noted
that the 1p].em,entqtioh of the uniform overseas accounting
syatem would hp‘sql‘»t, in a Ttrapayment to. revenue of approximately

$1 wi’lil'ion; ue' toé 4 reduction in imprest advances', The Canberra

‘Regfional‘ Office' has, at thi'"s stage, id,ent‘;i‘igd‘ potential savings

level of £ach post have been sought from the Departments of
Foreign Affairs and Trade, ’ . "
3.4 In addition to this, ‘the London and Washington
Reg;.éngl,.ot',t.i*gea are currently reviewing the imprest levels of
posts 1in- the ',negioqs‘. However as most of theése Posts were
operating on. ela‘éﬂ.yely"short" accounting periods. prior to the
impleme'rit‘ati‘ﬁn: of the uniform system, ‘little, if any, savings
‘can be ‘expected fiom these reviews, - . :

3,42 In general feedback received by the Department of
Finance from ‘overseas offices and ‘departments in  Austialia
Sonfirm. that. the. uniform overseas accolnting system has. achieved

the ‘éxpected efficiencies, A full: Post~implementation. review of

the JMRts r‘vecommend'atiqh.'s, will be undertaken. in late 1983, The
- dJoint Committee of Public A'ccgunt‘;g is aware of this fact,

T 343 . The Department ' of - Finance agrees. ' with  the
‘recommendatton of the Joint ‘Committee of Public Accounts that as

much as possible of the Commonwealth Government's acgour‘xi:j:ng
work' should be centralised 1A Australia, ' Lot

3’.“‘“5‘ 'Hb'we\ier it s also  recognised  that. the new

an angements. require that '‘most of the primary  acecounting

Tunctions “such as ‘the “Feconciliation: of ‘bank accounts and the
payment of “decounts will remain the responisibility of oversed's
posts, This: view was conveyed to: the Joint Comiittee -of Public
Rocounts ‘on, 25 Novetiber 1981, In respect “of the ' Seconddry
accounting function sueh 3s the maintenance of accounting

records, ' ‘acSounting reports and the monitoring of" post

expenditire, ‘ the' Departient of -Finance ‘belleves that ‘this’
fynetign should be centralised in Australia. The ‘Départment of
Finance Regional Offices in -London and Washington are ‘ton-linet

dafly to ‘the Finafice Ledger System for ledger update and: enquiry
pur.po: ‘
n

Post- costing - reports ‘Have ‘been. Pproduced , for' some
18 and’ since: February 1983 the -reports have includéd detaiis
eacli transiction, F 'thermore,” consideration is noki * Weing
n, to- the pravision of ‘the ledger on-line enquiry faciliit

Y to
overseas posts Jdn > an -effort ' to  énhance ‘thefr

o
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