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DUTIES OF THE COMMITTEE

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

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

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

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

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

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

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

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

and include such other duties as are assigned to the

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

(iv)

PREFACE

Each year the Committee examines recentl ubl ish

the Auditor-General. Following the tablingy ofP the qupoisgozzs tgt
Auditor~General tor the year ended 30 June 1983 and September
1983, the .Committee sought written submissions from 13
Departments. in respect of the 16 items listed in Appendix A,

Ip paragraphs 25.1 of his September 1983 Re rt -

Fipance, Fraudulent Negotiation of Cheques,pothe Au%i%iﬁ:ﬁnézr:xzrgf
gefgzred to the Departments of Education and Youth Affajirs
Pcc:'.al Security and Veterans' Affairs and the Australian E‘ecerai
olice  (Department of Administrative Services). Additional
comment was sought from these organisations., The Committee
gecidea to also take evidence on this item only at Ppublic

Hearings i i F 3
Toast gs in Parliament House, Canberra, on 7 March, 2 and 9 May

Supplementary submissions were sought also f

ppl.€ 8 from che Department
I}v;aguon‘ ~ Departmental Residences and the Depz?rtment gg’
'lerntor:.es“ anq Local Govermment - National Sports Centre. A copy
of all submissions receivea is included as Appendix B.

This Report comments upon the res 1
! 3 ponses of the Departments whi
were required by the Public Accounts Committgg to pro\kvlilzg

explanations of the criticisms raised i tor—
his Reports. sed by the Auditor-General 1in

For and on behalf of the Committee.

Senator G. Georges
Chairman

M.J. Talberg

Secretary

Joint Committee of Public: Accounts
Parliament House

CANBERRA ACT 2600

8 May 1985

{v)
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CHAPTER 1
DEPARTMENT OF ADMINISTRATIVE SERVICES

AUSTRAL IAN' GOVERNMENT PUBLISHING SERVICE (AGPS)

1.1 The Auditor-General's September 1983 Report commented on
an audit conducted within three areas of responsibility within
the Australian Government Publishing Service (AGPS), viz:

. Client Services and Print Procurement Section -
which advises clients on publishing and
arranges their printing contracts;

. Government Printing Office =~ which provides
printing facilities for Parliament and other
printing for the Government; and

. Sales and Distribution Section - which provides
for the distribution of Parliamentary ana
Government publications.

Client Services and Print Procurement

1.2 The Auditor-General noted that the publishing program
was conducted with less than maximum efficiency because
departments and authorities were slow to submit their
Ministerially approved annual publishing program to AGPS, Formal
instructions. to guide staff in the review and use of the
publishing programs were also lacking.

1.3 With regard to printing for clients, Audit found that
the Government Printer seemed not to have been considered for
some jobs and procedures for the co-ordination and control ot
work had not always been fulfilled.

Government Printing Office

1.4 The Auditor-General's comments related mainly to costing
and revenue procedures including calculations of the cost of
materials and the collection of debts,

Sales and Distribution Section

1.5 Matters highlighted by the Auditor-General concerned
deficiencies in the control ~of stock including unreliable
inventory records, delays in processing orders for publications
and the failure to record some credit sales and hence receive
payment for them.



Departmental Responses

1.6 A reply to the Auditor-General‘s representations on the
above matters had not been received in time for the
Auditor—-General's September 1983 Report. However, they were
included in his March 1984 Report., The following responses also
include information supplied in the additional submissions sought
by the Committee, The Department gave assurances of remedial
action which included the following.

Client Services and Print Procurement

1.7 AGPS outlinea the processes it is required to undertake
in the preparation of its annual publishing programs. It agreed
that delays in departments and authorities submitting their
approved publishing program had contributed to the failure to use
effectively the program as a planning tool, Departments and
authorities will be advised of a firm date for submission of
annual publishing programs and formal instructions will be issued
to guide AGPS staff in the review and use of the programs.

1.8 AGPS management had also instituted a system to
follow-up departments and authorities which are slow to lodge
programs and araw attention to the Auditor-General's criticisms.

1.9 Procedures were now in place which reqguired the Client
Services and Print Procurement sub-section to offer all work to
the Government Printing Office. In addition, AGPS stated that all
departments. would be reminded of their obligations in the area.

1.1¢ AGPS advised that supervisory procedures had been
reinforced and additional staff sought to eliminate problems in
the co-ordination and control of printing work., Staff had also
been instructed to adhere to the reguirements in relation to
delegated authority and quotations and to monitor closely the
time taken to certify claims from private printers.

Government Printing Office

1.11 Procedures will be implemented to ensure that control
over costing of material is improved. In addition, a further
reduction in the level of debtors is expected in 1983-84. As a
result it will be possible to repay $1.25m working capital from
the Government Printer Trust Account to Revenue in 1983-84.

Sales and Distribution

1.12 AGPS is continuing to examine ways of improving

inventory management. %he attention of staff will be drawn to
existing procedures for reporting unacceptable discrepancies
between stock quantities ordered and receivea. Procedures will be

introduced to delete negative gquantities from the inventory file
and, where necessary, to adjust outstanding orders shown in the
computer maintained inventory recoras. Controls are to be
introduced to overcome delays in processing orders for
publications. All stores accounting methods and procedures are to
be examined and this examination will cover the methods used to
check orders which remain unfilled beyond expected delivery
d}a‘tei. Credit sales will be subject to improved controls. and
checks.

Other Matters

1.13 Other matters of lesser significance were also referred
by the Auditor-General to the Department for remedial action.

1.14 In its concluding comments on the Auditor-General's
observations the Department stated that AGPS had recognised the
need f.or _strengthening its senior management structure.
Reorganisation proposals were approved in 1982 and 1983. fhe
reorganised management team, although. not complete because of the
lead times required under Public Service Board recruitment and
?romot:.on procedures, was carrying out a series of projects to
improve the level of service to the Parliament, client
departments and authorities. This included the adoption of more
commercially-based management information and operational systems
axlu? ptrovzsz.on for more effective communication and liaison with
clients.

Conclusion

1.15 The Committee notes the actions already taken by the
Department and the proposals for further action. Substantial ana
necessaty improvement in the service provided by the AGPS should
be achieved.

1.16 However, the Committee remains concerned that AGPS
continues to receive critical comment by the Auditor-General ana
this Committee. The Committee's 204thl Report examined the
Government Printer and made several recommendations relating to
the accountability and administration of his operations. Some
included th}é AGPS. The Committee will continue to monitor closely
the operations of AGPS and the Government Printer and examine
these matters again in the context of the responses to the 204th
Report and this Report.

1 Joint Committee of Public Accounts, Report 204, Expenditure
Actg 1981-82), pp. 7-21.



CHAPTER' 2
ATTORNEY~GENERAL'S DEPARTMENT

BARKRUPTCY ACT 1566

2.1 The prescribed audit of the accounts. and records of the
Registrars in Bankruptcy, the Official Trustee in Bankruptcy a.no
the Official Receivers disclosed several areas of concern. 7The
Auditor-General's Report included@ responses to some of these
issuess and the Department's submission provided further
information.

2.2 The Auditor-General found:

. delays in the implementation of the Bankruptcy
Official Receivers Information. System (BORIS)
which is a computer based accounting and
statistical system;

. that contrary to provisions of the Act,
separate accounts for the Common Investment
Fund were not maintained for moneys held by the
Trustee for South Australia, Northern Territory
and several areas in Queensland;

. many accounts  of trustees appointed to
administer bankrupt estates, which are required
to be furnished to the Registrar, were in
arrears; and

. there were delays in distributing dividends
from the estate of bankrupt persons amongst
creditors.

2.3 The Auditor-General's September 1984 Rep_ogt raised qgain
the implementation of the Bankruptcy Official Receivers
Information System (BORIS).

Departmental Response
Implementation Delays - BORIS

. the Auditor-General did not receive a response from the
lzhe:)artment on this item until December 1983, Thg Depar tment
explained that delays in the impl ementation of BORIS were due tgo
delays in the tender process, in site preparation, by e
software contractor and by union action.

. The submission to the Committee outlinea the protracted
?:h?:onology of the tender process. for which no particular body
appeared responsible., Delays in site preparation arose because
the Department of Business and Consumer Affa:.;s, whlcl] had
responsibility for the BORIS project, had not submitted estimates

for site preparations to the Department of Administrative
Services. As a result there were delays in some States in
obtaining the necessary funds.

2.6 Delays by the software contractor, DATEC Pty Ltd, arose
in the formulation and testing of the system and its sequence of
implementation within the Department. Industrial bans imposed by
the Australian Public Service Association (APSA) also contributea
to delays in implementation of the computer., APSA was concerned
that some data input tasks fell to Third Division staff instead
of Fourth Division staff. This issue later became peripheral to
health and safety issues. However, some use was made of the
equipment despite industrial action.

Common Investment Fund

2.7 The Department informed the Committee that, as required
by legislation, separate accounts were being established for each
of the Bankruptcy Districts being administered by the Official
Receivers in Aadelaide and Brisbane. fThe Department noted,
however, that the administration of multiple accounts in the
Official Receivers' Offices imposes extra costs and, with this in
mind, consideration was being given to amending the legislation.

Trustees' Accounts

2.8 The Department noted that it had limited control over
trustees who are slow in submitting accounts, It acknowledges
that it may be necessary to extend the regulatory role ot the
Registrar and the Inspector-General in Bankruptcy in order to
solve the problem,

Distribution of bDividends

2.9 A task force of qualified staff to assist in clearing
the backlog of work including the distribution of dividends had
enjoyed some success, It is expected that the full implementation
gf EORIS‘ and staffing of the task force will further reduce the
acklog.

Conclusion

2.10 The Committee is concerned that BORIS' had been delayed
and has great g@ifficulty in accepting the responses by the
Department, It would appear that the client - the
Attorney-General's Department - did not have control of the

operation and that there was insufficient oversight by senior
management. The Committee expects a report on the matters
outstanding in the response to this Report.



CHAPTER 3
DEPARTMENT OF AVIATION

AIR NAVIGATION CHARGES — DOMESTIC AIRLINE OPERATORS

3.1 Air navigation charges are payable for the use of
aerodromes and associated airway facilities operated or provided
by the Commonwealth. In 1982-83 revenue from this source from
domestic airline operators totalled approximately $66m.

3.2 The Auditor-General's September 1983 Report repeated the
concern mentioned in several earlier reports that there were no
independent means of checking that amounts received for air
navigation charges were those amounts correctly due and payable
under the Act. The Department announced, however, that remedial
action was being considered.

Departmental Response

3.3 The Department informed the Committee that a
Departmental Steering Committee had examined the feasibility of
developing alternate procedures to enable verification of air
navigation charges paid by the domestic airlines., While the
Steering Committee concluded that the development of an ADP
system would be appropriate, this would not have been able to be
fully implemented until mid/late 1985. As an interim measure the
Department had implemented a periodic audit of a sample of flight
records to verify payments. Flight records are not independent
records but are considered to be authoritative as they are a
primary operational record.

3.4 The Department had also moved to acquire by January 1964
interim computing facilities in the Regions and Central Office
pending major enhancement of its general computing network.

3.5 The Government had decided to introduce separate, new
airport and airways charges to recover the costs associated with
the use of the airport and airway facilities. Price Waterhouse
associates were engaged to examine the means of implementation
and ensure compatability of approach for the two sets of cnarges.
Their report was finalised in March 1984 and released to industry
and unions for comment in April. 1984,

3.6 The Independent 1Inquiry into Aviation Cost Recovery
(Bosch Inquiry) commenced its operations in February 1984 and its
report was tabled in December 1984, The Government is considering
the recommendations of the Bosch Inquiry. It is expected that
under new arrangements charges will be related more closely to
the costs of the facilities used.

Conclusion

3.7 The Committee notes the Department's statement of action
and commitment to further improvements. ‘The Committee is
concerned that the Auditor-General's criticism concerning the
verification of charges remains unresolved. It would appear to
the Committee that the Department could very well adopt a
positive management approach to the implemcntation of the
recommendations of its two consultancy inquiries while awaiting
the Government's final decisions on airport and airway charges.
The Committee will expect a report on this matter in the response
to this Report and will be interested in the outcome of the
Inguiry about to be commenced by the House of Representatives
Expenditure Committee into the Installation and Maintenance of
Airway Facilities by the Department and other issues raised in
connection with the functions of the Department of Aviation,

DEPARTMENTAL RESIDENCES
Background

3.8 Except in special circumstances, the Commonwealth does
not accept responsibility for housing its employees. Such
circumstances may include the need for designated personnei to be
housed at or within the immediate vicinity of the workplace or
the need to base staff in areas where no acceptable housing
market exists within a reasonable travelling distance from the
workplace.

3.9 It is the responsibility of operating departments to
assess their staff housing requirements in consultation with the
Department of Administrative Services (DAS). DAS has the
responsibility to inform departments of procedures which apply
for the acquisition of new staff housing.

3.10 DAS also reviews the existing housing stock against the
relevant criteria as part of its ongoing review of Commonwealth
property., Housing units which are found surplus to Commonwealth
requirements are sold when they become vacant.

3.11 The provision of staff housing by the Commonwealth neeu
not. take the form of Commonwealth-owned accommodation. In some
circumstances it may be more appropriate for the Commonwealth to
obtain leased accommodation, eg, where no suitable houses are
available for purchase or the housing requirement is of limited
duration.

3.12 New criteria for the provision of housing for staff
employed under the Public Service Act were issued to departments
by the pPublic Service Board {(PSB) in August 1982.

3.13 At 30 June 1982 the Department of Aviation had under its
control 648 staff houses for the accommodation of certain
personnel.



Auditor-General's Comments

3.14 The Auditor-General reported deficiencies in the
Department's provision of staff housing in Queensland. The
Auditor-General's Office found that the Department of Aviation
had not evaluated its housing requirements in. accordance with PSB
guidelines and that it did not. have procedures in place to ensure
that staff allocated Departmental houses did. not own
accommodation within a reasonable distance of their workplace.

3.15 The Auditor-General also pointed out that expenditure on
Departmental housing exceeded rental revenue by some hundreds of
thousands of dollars. Problems were also highlighted regarding
tenancy agreements and repair policy. Incidents in the latter
area suggested that there was a lack of adequate controls and of
consultation with the parties responsible..

3.16 With regard to the Minor Works Program,. the
Auditor-General highlighted problems in one particular -case
involving the construction of a fence at a Departmental
residence. 7This case suggested inadequacies in operations and
planning in the area., The Auditor-General also criticised the
Department's financial management on the basis of perceived
misclassification of items of expenditure.

Departmental Response

3.17 The Department's submissions explained that a review ot
its staff housing policy and related administrative processes had
been undertaken and that it had been decided in November 1983
that several measures be taken. Among these measures were:

. gradually dispose of some residences following
consultation with the Department of
Administrative Services, the Public Service
Board, the Auditor-General's Office and staff
associationsy

. ensure compliance with Government guidelines
regarding residence policy by developing formal
procedures in consultation with the Department
of Administrative Services;

. ensure non-term transter staff (ie, staff not
on two year transfers) be provided with housing
only in exceptional circumstances; and.

. develop a policy statement for the provision of
staff housing to be applicable throughout ‘the
Department.,

3.18 With specific reference to the need for Departmental
residences, the Department also informed the Committee that
commercial criteria would be applied to establish the cost
effectiveness of their retention/acquisition, Regarding housing

allccation, the Department conceded that there have been
difficulties in ensuring that staff seeking Departmental
residences do not have their own accommodation within a
reasonable distance of their work, It was submitted that
administrative procedures would be: implemented to counter this
possibility, including the possible requirement to sign statutory
declarations.

3.19 An internal review was commenced in July 1983 to examine
whether the housing stock was. managed in accordance with
Government policy and whether housing stock is adeguate to meet
the special and diverse needs of the Department. Following the
Review Team's assessments a conference of senior Departmental
management, including Regional Directors, endorsed_a number of
actions for implementation in November 1983.1 Following
consultation with officers of PSB, the proposed initiatives were
referred to DAS for consideration and comment.

3.20 In July 1984 the Department informed the Committee that
following advice received from the PSB and DAS, the Department's
planned reduction in housing stock would take longer than
anticipated.

3.2} The PSB was concerned with the industrial ramifications
of the proposed action. DAS suggested that individual residences
should be considered for disposal upon vacancy on a ‘'case by
case' basis. DAS also advised that it had been instructed in 1981
to carry out a review of all Commonwealth land holdings including
staff hoGusing. This review was unlikely to be completed before
June 1986.

3.22 The preparation of a Departmental housing policy
statement is in hand but cannot be finalised until consultations
with DAS, PSB. and staff associations, seeking clarification of
certain aspects of interpretation of the Government guidelines,
have been completed., This statement, it is proposed, will include
detailed guidance to officers on the commercial criteria and
methodology to be adopted in determining the cost effectiveness
of retention/acquisition of residences but this is also dependent
upon the outcome of consultations between  appropriate
participating bodies. Departmental procedures, tenancy agreements
and, furniture zrentals are also the subject of undergoing
consultations with appropriate participating bodies.

3.23 The Department responded to the Auditor-General's
comments regarding the shortfall in 1980-81 and 1981-82 in rental
revenue on Departmental revenue compared with direct recurrent
costs. It was pointed out. that rents were charged at rates
determined by the PSB in consultation with staff associations.
Ongoing costs were, and would continue to be, kept at the level
required to provide an appropriate standard of accommodation.

1 Appendix B,' Department of Aviation, Submission of 6 December
1983.
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CHAPTER 4
DEPARTMEHRT OF PINANCE

CLOSURE OF GENEVA ACCOUNTING OFFICE

4.1 Following a recommendation by the Joint Management
Review on Overseas Accounting Arrangements, the Geneva Accounting
Office was closed in September 1982 and its functions were
transierred to the Department of Finance, Overseas Regional
Office (ORO), London. The Committee commented upon Overseas
Accounting Arrangements in its revies of the Auditor-General's
Reports for 1979-80 and March 1981.1

4.2 The Auditor-General's Office examined the transfer
arrangements to assess whether they were adequate to ensure that
all necessary legal and financial requirements were met. Although
the audit disclosed that the transfer arrangements were carried
out in a generally satisfactory manner, the Auditor-General was
critical of the failure by the bepartment to reconcile some 21
drawing accounts. It was also noted that reconciliations for the
largest accounts were substantially in arrears.

4.3 In spite of the Auditor-General's representations
reconciliation of these large volume accounts had still not been
achieved in April 1983, although considerable progress had been
made in the lower volume accounts.

Departmental Response

4.4 the Department indicated that the matters raised by the
Auditor-General had been of concern to the Department for some
time, but needed to be considered in the light of the problems
associated with the transfer of operations from Geneva to London.

4.5 Once the decision had been taken to close the Geneva
operations, key staff resigned. The transfer therefore had to be
undertaken immediately.

4.6 It was necessary to recruit and train new staff in
London to ensure that payments and key accounting controls were
not compromised. The situation was further exacerbated by the
implementation of new accounting procedures and accounting
systems, The additional pressures caused by these post-transfer
workloads reguired that some operations including bank
reconciliations had to be afforded a lower priority.

4.7 The Department, however, initiated a program for
bringing the drawing account reconciliations up to date. In the
light of the staffing constraints mentioned earlier, the smaller
accounts were balanced first to provide practical experience
before attempting the larger and more complex accounts.

1 Joint Committee of Public Accounts, Report 193, Reports of
itor- ; = , AGPS, 1982, pp.
37-48; and
Joint Committee of DPublic Accounts, Report 2206, Finance
Minute on Report 193, AGPS, 1983, pp. 18-2l.

11



4.8 Additional staff were allocated to reconciliation
duties and a computerised reconciliation system was introduced in
1984. These factors should prevent the occurrence of similar
problems in the future., The Department also advised the Committee
that all 29 drawing accounts were up-to-date by June 1984,

Conclusion

4.9 The Committee endorses the Department‘s proposal to
restructure its reconciliation section to provide a more
effective organisation.

REGIONAL OFFICE, DARWIN ~ FAILURE TO RECONCILE DRAWING ACCOUNT

4.10 The Auditor-General reported that the Department‘s
Darwin Regional Office Drawing Account had not been properly
reconciled since 1975. A discrepancy of some $80 000 had been
identified at the time of the audit,

4.11 Basic internal control requires that all bank accounts
should be reconciled regularly. Failure to do S0 can allow errors
or unauthorised transactions to remain undetected. Finance
Directions recognise the importance of this control and require
that brawing Accounts be reconciled daily.

4.12 The Auditor-General acknowledged that the Department of
Finance had conducted a number of investigations into the cause
of the discrepancy, the latest being in early 1983, However,
despite this, discrepancies totalling $42 433 which arose prior
to March 1982 remained unidentified.. ’

4,13 In response to further Auditor-General's
representations on this matter in June 1983, the Department
advised that no decigion has been made on options for adjusting
the discrepancies.

4.14 The Auditor-General's March 1984 Report reported on the
Depgrtment‘s final action in order to restore the Drawing Account
to balance,

Pepartmental Response

4.15 The problems with the reconciliations. derived from the
loss of relevant records in Cyclone Tracy on 24/25 December 1974,
and from the general disruption to. the office generated by the
Cyclone and its aftermath.

4.16 In 1980, the decision was taken to isolate the known

discrepancy and to keep the reconciliations up-to-date
thereafter.

12

4.17 The Department conducted a number of investigations
into the causes of the discrepancies. No suggestion of
irregularity beyond that of lost records due to the Cyclone was
apparent.

4.18 Following an investigation by a PFinance officer from
Canberra, a comprehensive assessment was made by the Director
(Darwin) with the conclusion that all reasonaule avenues for
investigation and full reconciliation had been exhausted,

4.19 This conclusion was supported by Central Office
management and a decision was taken on 9 September 1983 to
include provision in the Appropriation Bill (No. 1) 1983-84 to
enable write-off action to be taken and the Drawing Account to be
restored to balance.

Conclusion
4.20 The Committee acknowledges the difficulties faced by
the Regional Office, Darwin,in the aftermath of the Cyclone and,

of the effort taken to reconcile the Drawing Account. It endorses
the action now taken to restore the Account to balance.

13



CBAPTER 5
DEPARTMENT OF IMMIGRATION AND ETHNIC AFFAIRS

ADULT MIGRANT EDUCATION PROGRAM

5.1 The Program aims to encourage the settlement of mi

5 : t grants
in Australia with the provision of English language opportunities
and information about Australia, The Auditor-General's auait
conducted in late 1982 was designed to test that:

- program procedures were consistent with its
objectives;

. the Department could determine whether or not
the Program's objectives were being met; and

. controls over expenditure were adequate and
cost effective.

5,2 The Auditor-General found that:

« the formal agreement formulated in 1951 between
the Corpmonwealth and the States, which are
responsible for the implementation of approved
courses of instruction (involving some $37m in
1982-83), was obsolete. The Auditor-General was
concerned that while this opinion was also
shared by the Department, no relevant formal
agreement had been developed in its stead;

. regulag:ions relating to the payment of
prescribed living allowances (some $22m in
1982) had not progressed beyond draft stage in
:23 5 years since their need was recognised;

. fipancial reports by the States to the
Department. contained inconsistencies and
J.nadequaczfes, e.g., supporting documentation
for funding requests and expenditure., Such
inconsistencies in data inhibit worthwhile
inter State comparisons of cost per student.

5.3 The Auditor-General's March 1984 Report 1i

which .had been re.erred to the Department ggr ft;ts:ls:g 22;:1:;:
following the Department's response to the Auditor-General's
September 1983 Report. These matters included the
Commonwealth[st.:ai_:e Agreement, courses provided by the States
student eligibility and payment of living allowances. ’
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5.4 With reference to the payment of 1living allowances,
Section 6 of the 3 i : provides that
regulations may be made under the Act which may make provision
for, or in relation to, the payment of prescribed living
allowances to persons ({other than school children) attending
approved courses of instruction. The Auditor-General's September
1983 Report indicated that no such regulations had been made and
advice had been sought from the Department on the authority for
these payments.

5.5 As the Department's response aid not adequately address
the issue raised, the Auditor-General's Office had sought further
information and suggestd that advice on this matter be obtained
from the Attorney-General's Department,

5,6 The Department responded that it had been advised by the
Attorney-General's Department that regulations were appropriate
as a basis for payment of 1living allowances and, accordingly,
steps were being taken to arrange for the preparation of relevant
regulations, The Department pointed out, however, that payments
had been in accordance with Government decisions and
appropriations made each year.

5.7 The Auditor-General's Office subsequently obtained a
copy of the legal advising provided to the Department by the
Attorney-General's Department. Apart from confirming the neea for
regulations the advising also indicated that wnere the purpose of
expenditure is a purpose covered by the Immigration (Education)
Act, the (annual) appropriation item is available only for
expenditure in accordance with the provisions of that Act. The
advising continued that payment of living allowances otherwise
than at rates, and in accordance with conditions, prescribed by
regulations involved breaches of section 83 of the Constitution
and the relevant provisions in the Audit Act 1901.

5.8 wWhile the Department is taking measures to remedy this
unsatisfactory situation, the Auditor-General is concerned that,
since the enactment. of the Immigration (Education) Act in 1971,
living allowances have been paid to persons attending approved
courses without the appropriate legislative authority and in
breach of the Constitution. During 1982-83 payments for living
allowances totalled $10,329m. This matter is to be further
pursued by the Auditor-General's Office.

Departmental Response

Commonweal th/State Agreements

5.9 The Department acknowledged that the Auditor-General's
Report provided an important stimulus to reviewing all
instructions and procedures, More specifically, the Department

submitted that an agreement to replace the agreement of 1951 has
been accepted by South Australia, Western Australia, Tasmania and
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the Northern Texritory. There is broad concurrence from New South

Wales and Victoria, However, more fundamental issues remained
unresolved in Queensland (i e, the extent of State autonomy in

the management of the Program).
Courses Provided by the States

5.10 The Commonwealth role is to coordinate at the national
level the activities of review and evaluation of individual

courses by the States. The Department raised problems and

disadvantages that would arise if the Department attempted formal

approval of individual courses., It was suggested that the

evalvation of the Program can be achieved more effectively and
economically by the setting of objectives, a clear division of
responsibilities and monitoring and evaluation of day to day
bProgram arrangements by the States, with adequate arrangements
for keeping the Commonwealth informed to enable outcomes t0 be
assessed against the objectives.

Student Eligibility

5,11 Procedures are now outlined in the Program Handbook..
Where doubts exist as to eligibility the application is referred
to the Department for decision.

Payment of ELiving Allowances.

5.12 Regulations as a basis for payment of living allowances

were being prepared. The Department noted, however, that, while
advice from the Attorney-General's Department indicates that this
is necessary, payments had been in accordance with Government
decisions and annual. appropriations.

Financial Reporting to the Department by State AME units..

5.13 Reporting procedures for the States have been simplified
and standardised. Action has also been taken to improve
supporting documentation £rom the States.

Budgeting of Program Expenditure

5.14 A new funding formula was introduced in July 1982,
Proposed arrangements should overcome the probiems encountered,

Guidelines/Procedures

5.15 The guidelines referred to had been revised and
incorpurated into the Adult Migrant Education Program Handbook.

Program Review and Evaluation
5.16 The Department's submission also explained the processes

of consultation and evaluation. On the. latter issue, -the
Department. explained work to develop an information system for
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the Program involving, among other things, use of external
consultants, A computerised system is expected to be operational
during 1984.

5,17 Further developmental work is being undertaken in the
area of measurement of language gains. Detailed consultation is
being undertaken with the States on the development of evaluation
arrangements to assess the effectiveness of Program learning
arrangements.

Agreements. with Tertiary Education Institutions

5.18 Exchanges of correspondence concerning program
agreements with each institution are recorded on file, The
Department of Finance has confirmed that "an agreement need not
be a formal legal document as such: an exchange of 1letters
setting out the details of the conditions attached to the servi.e
for which payment is made would be sufficient’. ‘the
Auditor-General has been advised and has acknowledged the
adequacy of these arrangements. All tertiary institutions have
acknowledged Commonwealth ownership of assets purchased from AMEP
funds.

Further Departmental Information

5.19 The Department has since advised the Committee that a
major Review of the Adult Migrant Education Program began on 11
March 1985, Among the wide terms of reference given to the Review
Committee is the assessment of the adequacy of planning,
administration, coordination, financial and other arrangements at
the Commonweadlth and State levels., The report is expected in
September 1985,

Conciusion
5.20 The Commaittee notes the explanations and action being
undertaken. The Committee expects to be informed of the results

of thé review of Adult Migrant Education Program in the response
to this report.
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CHAPTER 6
DEPARTMENT OF INDUSTRY AND COMMERCE

WAREHOQUSING

6.1 Under the Cugstoms Act 1901, goods subject to cu
duty may be_ stored in licenced warehoguses and‘Jpayment ma;“:mk‘;:
deferred until the goods are released for home consumption. It is
the responsibility of the Department to approve licences ana
check the security of premises and operations. An audit was
conductgd in 1982 in New South Wales, Queensland and Western
Austral;a.to assess the adequacy of protection of customs revenue
and compliance with provisions of the Act.

6.2 The Auditor-General reported that:

. procedures £for the collection of fees in
Western Australia and New South Wales were
deficient in some respects;

. fees for licenced warehouses were not being
charged on a basis which permitted cost
recovery as espoused by the Department;

. there were deficiencies in the procedures usea
to assess the riskiness of premises, which in
turn guides officers planning inspections; and

» internal audit coverage was inadequate in
Western Australia and Queensland..

6.3 The BAuditor-General's Office also raised the issue of
methods of recording under-bond movements which would provide an
alternative to the current system. At present the Department
relies on warehouses to maintain proper records to establish duty
liability on goods released for home consumption,

Departmental Response

6.4 The Department's response and extensive discussion on
the issue of the administration of customs and excise collection
system, a{xd bonded warehouses in particular, are contained in the
Committee's Report 224,1 Appendix 3 to that Report reproduces the
Depgrtment‘s responses to the particular matters raised in the
Audz.tox_:-General's September 1983 Report., The following paragraphs
summarise relevant comments and recommendations from the
Committee's Report,

1 Joint Committee of Public Accounts, Report 224, Excise and
Deferred Customs Duties, AGPS, 1984,
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The Committee's Report 224 on !Excise and Deferred Customs
Duties'

6.5 qhe Committeed was. generally satisfied with the action
being taken by the Department to correct the problems highlighted
in the Auditor-General's Report, In several of these areas
corrective action was anticipated, These areas included:

. Review of fees
In December 1983 Public Service Board approval was
obtained for the engagement of a consultant to review
the basis for setting fees and the possibility of
full recovery of costs incurred in the control and
maintenance of the licensed warehouse system.

. Risk assessment
The Department was developing and implementing risk
management on a national basis.

. Training
A standardised training course had been adeveloped and
was being used nationally. ‘the course included
elements of investigation training and risk
management. In 1984 six further 1Inland Revenue
specialist' courses have been scheduled.

» Internal audit
The Department's 1983-84 Internal Audit Plan was to
cover warehousing in New South Wales, Victoria and
South Australia.

. Computerisation of under-bond movements

A program had been developed and tested and was now
being refined, for the computerisation of movements
of undocumented cargo interstate. fThis system was
eventually to be extended to cover documented cargo.
The submission stated that the ‘'Department has
accorded a high priority to the development of this
system,*

The Committee's Comments and Recommendations (from the 224th
Report)4

6.6 The Committee's investigation of the bond system
highlighted a feature of arrangements operative at that time. fThe
Committee found that domestically produced excisable goods were
not ‘entered’ into bond as were imported goods. They could be
moved from the production area of a licensed factory into the so
called ‘approved place' which might be geographically quite
distant. The Committee realised that such movements take place
under Customs permission and that a condition of such permission
was that Customs had access to the company's documentation.

2 Report 224, op. cit.
3 ibid., pp. 87-88,
4 ibid., pp- 90-93.
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the Committee recommended that there be a £formal
‘entry into bond' for domestically produced excisable
goods with documentation and control comparable to
that exercised over imported goods under bond.

6.7 The Committee was concerned that Customs did not, at any
time, have sufficient information to be able to determine exactly
what stocks should be in a particular warehouse. A system of
computer-based monitoring would take some time, perhaps several
years, to apply. This timing factor underscored the necessity for
a comprehensive array of tools which could be applied to improve
the excise collection system. The Committee. considered that it
would be inappropriate to rely exclusively on one possible
innovation although it may be quite laudable in its own right.

The Committee considered that the Department's
control procedures for bonded warehouses lack
sophistication and that better use could be mage of
ADP facilities in this area. The Committee recommends
that immediate attention be given to upgrading
control systems for bonded warehouses.

The Committee recommended that Customs promptly
develop and implement a computer system which
reconciles bond entries and releases so as to provide
sufficient information to allow proper inventory
control in bonded warehouses.

6.8 The Committee considered that this would lead to the
computerisation of all under-bond movements so that as goods were
despatched from one bond their intended destination would be
entered into the system which automatically checks whethex their
arrival at that destination is entered within an appropriate
interval of time.

The Committee endorsed the Auditor-General's
recommendations that Customs should analyse dwell
times of goods under bond and direct investigative
efforts to those goods with apparently lengthy dwell
times., Similar comments apply to Audit's suggestion
that efforts should be concentrated towards those
warehouses which yield the greatest revenue.

6.9 Another matter of considerable concern to the Committee
was the fact that no sensible use appears to have been made of
the cost effectiveness survey of warehousing operations
(conciluded by Customs in April 1982). At the very least, the
report on this survey gave an indication of the potential
benefits to be had from such effectiveness measurement exercises,
it should therefore prompt further work to iron out the
methodological problems so that further surveys can be carried
out and some use can be made of the data.
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The Committee recommended that Customs examine the
benefits to be gained from effectiveness surveys,
correct the methodological problems experienced with
the warehousing survey and proceed with further
surveys as soon as possible so the results can be
used as management aids.

The Committee also recommended that the perceived
need for the bonded warehouse system should be
re-examined, including the implications of abolishing
or modifying the system. The Committee considers that
this issue should be referred to the Industries
Assistance Commission (IAC) for inguiry.

Conciusion

6.10 As stated in Report 224 the Committee is generally
satisfied with the Department's response to the Auditor-General's
points as presented in their submission and in subsequent
evidence presented to the Committee in the course of its Inquiry
into the Collection of Excise and Deferred Customs Duties., The
Committee awaits with interest the response to its Report.
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CHAPTER 7
DEPARTMENT OF PRIMARY INDUSTRY

COMPUTERISED ACCOUNTING SYSTEM

7.1 In September 1980 the Auditor~General referred to
significant deficiencies in the Department's computerised
accounting system which provided the major control in the
management. of and accounting for revenue collections that are
within the Department's responsibility. In 1983-~84 revenue from
levies and other charges totalled in excess of $440m, of which
$408m was disbursed to various Statutory Authorities and Trust
Accounts.

7.2 The Department is also responsible for the

administration of somer 23 trust accounts, including the
investment of funds surplus to immediate requirements.
Investments total approximately $160m.

7.3 Although the Auditor-General's March 1982 Report
advised that the Department had taken action to overcome system
shortcomings, a further review of the system, in September 1983,
noted the slow progress towards implementing a satisfactory
computer system. This was a matter of ~concern to the
Auditor-General, in view of the monetary value, associated with
these collections,

Departmental Response

7.4 While acknowledging some early delays in enhancing the
system due to unforeseen events, the Department advised the
Committee in December 1983 that it had accorded a high priority
to positive and concerted action to implement more effective
computerised systems.

7.5 As a result of the recommendations of a Joint
Management Review and a recognition by the Department of the need
for an integrated approach to computerisation, the Department had
developed a broader computerisation strategy.

7.6 In addition to the Joint Management Review with the.

Public Sexvice Board, a New Policy Proposal to investigate and
implement an integrated f£inancial mwanagement system (IFMS) was
approved. Consultants were employed to carry out the work
proposed. The Department has since advised the Committee that the
IFMS was progressively introduced between July and October 1984.
It provides an integrated, well documented accounting system. The
Department has continued to incorporate improvements to the
system arising from experience gained in the implementation
phase. Further developmental work on other complementary
finance-orientated systems are proposed to take piace in 1885,
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7.7 The Department considers that the implementation of the
IFMS will satisfy the areas of concern expressed by the
Auditor-General in respect of levies and investments.

Conclusions
7.8 The Committee endorses the Department's introduction of
an integrated financial management system, and will monitor

progress. through subsequent Auditor-General's Reports during the
implementation phase.
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CHAPTER 8

DEPARTMENT OF TERRITORIES AND LOCAL GOVERNMENT

NATIONAL SPORTS CENTRE

8.1 The National Sports Centre, Canberra rovi id
variety of sporting facilities for training’ gndylgg:peativé;gi
purposes, The.ma_:.n client is the Australian Institute of Sport
which Ihas_ priority of access to the Centre's facilities. Thcle
Centre's facilities are also hired for commercial entertainment -
at present on a ‘bare walls' basis - where facilities are hanced
over to the promoter/entrepreneur who is responsible for all

services, for example, ticketing, ushering ang payment to

contractors,
Auditor-General's Comments

8.2 After an audit was completed on the i

: . Sports Centre
May 1982, the Audgitor-General criticised, in hisPOSeptember 1923)21
Report, four features of the administration of the Centre:

B the inadequate recording of hiring;

. the 1.ack of clearly established charges and conditions
of hire. 1In ,some cases the Statutory Declarations
::cégi::g og hlrerstlspegxfying gross takings were not

ed, consequently hire charges wer.
unconfirmed figures; 8 vere calculated on

. debt control and debt recovery action were considered
ider

. the same officer was able t i
> © accept bookings, recora
;ransagtzgons and collect moneys. 7This was co'nsidetea
insufficient control over revenue.

8.3 A further audit was conducted on the Natio

Centre in February 1983, to assess the effecti;l:]r‘xesssgorgfs
corrective action taken in relation to the Auditor-General's
comments in Septemper 1982, to examine procedures for control of
revenue and expenditure, to review the effectiveness of personnel
practice ana management of materials and to evaluate the
effectiveness of operations of the Centre.

8.4 The BAuditor-General addressed a number inad
procedures employed in the administration of the Cen?re}n;g:cér;lg;s
among t}}ese was the absence of written financial accountin
1nstruct}ons. In response the Department advised Audit thag
alternative accounting arrangements were under consideration.

24

! 8.5
|
|

Other matters of concern to the Audit Office included:

inadequate security to safegquard some assets (the
Department advised of procedures to overcome this);

. all hirings were not recoraed in the appropriate
register;
. the absence of a formal hiring agreement with the

Australian Institute of Sport (AIS); and

. the failure of the AIS to inform the Centre when
facilities were not reguired, impairing maximum use of
the Centre.

8.6 Further, ¢the Auditor-General reported that hiring
charges were based often on a percentage of gross takings,
However, arrangements still do not ensure that all moneys
collected by the hirer were declared. In addition the Department
advised that alternative procedures currently under consigeration
will improve controls and at each ticketed event a staff member
will be present to monitor gate or ticket box sales. A number of
accounts had been outstanding for a long perioa. The Department
is acting on these and had aavisea of the recovery, in full or in
part, of some of these accounts.

8.7 After considering the Department’s initial response to
the Auditor-General's Report, the Committee resolved to seek a
further submissidn, particularly «aetailing the alternative
financial arrangements that the Department £elt would resolve
some of the outstanding audit criticisms.

Departmental Response - Initial

8.8 The Department made it clear to the Committee that the
Sports Centre aimed to provide priority of access to the AIS but
also to maximise the use of the facilities by as many as
possible, The Department felt that the Centre could take on a
more entrepreneurial role aided by the establishment of a Qrust
Account to administer the Centre. Until this is approved the
Centre is operating in accordance with the requirements of the
Finance Manual.

8.9 The security of assets had been improved by the
installation of & number of security devices. Assets had been:
accounted for in stocktaking and the assets register had been
updated.

8.10 All hirings other than by the AIS are recorded in che

hirings register. Becauge the AIS hiring charge is based on a
fixed annual assessment, indiviawal hirings by the AIS were not
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recorded. There had been a firm agreement that the AIS would pay
on the basis of an annual forecast of the use it made of the
facilities, Often AIS bookings must be changed at short notice.
It had not always possible to put the facilities to alternative
use should AIS bookings be changed at short notice, a relatively
often occurrence. Use of the facilities had grown consistently
since 1981.

8.11 Revenue collection had been brought in to 1line with
Departmental procedures. 4This applied to the lodgement of a
statutory aeclaration of gate receipts by hirers. 7he Sport
Centre's staff work overtime to check turnstile readings or box
office sales for events at the Centre. Recovery action of
outstanding debts is now being vigorously pursued.

Departmental Response ~ Supplementary
8.12 the Committee was informed in the Department of

‘rerritories and Local Government's supplementary submission that
the Department of Finance had rejected the Department's propésal

to establish a 7Trust Account to manage the Sports Centre. 'the

Department intended to pursue this matter further, but in the
interim had issued detailed financial procedures c¢overing all
aspects of the operation of the Centre.

8.13 Hiring procedures, with hirers other than the AIS, had
been formalised through a standara contract and schedule of fees
and charges. The Department finalised a rormal agreement with the
AIS but expressed the view that the absence of an agreement haa

not resultea in the loss of income or diminishead use of the

facilities by others. 1he agreement had been operative since 1
July 1484.

8.14 Statutory declarations by commercial hirers had been
sought and receivea, but not pursued, when the percentage of
gross receipts was less than the maximum hirer deposit already
paid, or when hirers paid in full an agreed charge immediately at
the cessation of an event, When this occured, an officer of the
Centre was present at the collation of tickets and when the debt.
was established. Under a %rust Account the Department would be
able to collect all revenue and reimburse the hirer, At present
the hirers collected the revenue and subsequently paid the
required charges to the Department.

8.15 The Department had also outlinea the procedures for the
recovery of debts.

Conclusions

8.16 The Committee notes the action taken by the Department

of 7Territories and Local Government to resolve the outstanding
matters raised by the Auditor-General in his September 1983
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xecommends
be reviewed.

Report and is satisfied with that action. However, the Committee
sees merit in the development of the management of the Centre in
a comprehensive sense, to ensure control over hirings, to
maintain high standards of facility and safety for patrons, to
ensure full recovery of costs associated with hirings and to be
identified as an identifiable cost centre in departmental
accounting arrangements. With this in view, the Committee
that the rejection of the trust account arrangements

8,17 the transfer of responsibility tor the C(entre to the
Department of Sport Recreation and %Tourism in December 1984 has
been noted.
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CHAPTER 9
DEPARTMENT OF TRANSPORT

TASHANIAN FREIGHT EQUALISATION SCHEME

9.1 The ‘Tasmanian FPreight Equalisation Scheme (‘TFES)
applies to cargoes of goods produced in Tasmania and shipped to
the mainland. The scheme initially applied only to northbound
goods, but some southbound goods became eligible in mid 1978,
Cargoes destined for export from Australia are not eligible for
freig}ét‘ asssistance. Expenditure on the Scheme amounted to $27.3m
in 1982-83.

9.2 The Auditor-General criticised the Hobart Regional
Office of the Department particularly on:

. procedures to ensure that goods receiving northbound

freight assistance were not subsequently exported

thereby becoming ineligible for assistance; and

. adeguate stock-taking methods had not been adopted to
verify quantities and descriptions of goods shipped
from Tasmania.

9.3 The Auditor-General, while acknowledging the
difficulties involved in detecting such abuses of the system,
remained of the view that the Department should consider the
problem more fully, The Auditor-General’s March 1984 Report
outlined the Department's responses of 22 November 1943.

Departmental Response:

9.4 Since the Scheme's inception, various anomalies had
come to notice. The Scheme was referred to the Inter-State
Commission early in 1984. The report of the Commission’s review
was tabled in Parliament on 18 April 1985.

9.5 The Department’s claim processing and checking
procedures, together with field inspection checks, which applied
to all claimants, were designea to identify those cases where a
direct overseas consigmment occurs. These routine procedures had
enabled the detection of a small number of cases. All assistance
paid on such ineligible shipments had been recovered. However,
identifying goods which are consigned to the mainland and later
exported is a more difficult proposition, The Department had
taken action to identify problems in this area, particularly when
the parties to a transaction sell in both the export and. domestic
markets. For example, %asmanian apple exports from mainland
centres had been monitored as had Tasmania’s interstate apple
shipments. However, these checks had been inconclusive owing to
the practice of placing stocks in cool storage for sale at a
later date.
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9.6 During November 1983, as a result of the
Auditor-General's comments, the Department instituted a program
of ‘consignment tracking' on the mainland to assess the final
usage of a selected sample of consignments. ‘the Committee was
advised, in March 1985, that this had proved effective and is now
a regular feature of Departmental procedures.

9.7 The Department acknowledged that a basic condition of
the scheme is that assistance is paid only after cargoes haa
actually been shipped and the freight payments made, However, a
complicating factor is that there is no time 1limit within which
claims must be lodged. In the past some attempts haa been made to
undertake physical stocktaking where specific problems had been
identified., Because of the difficulties in reconciling details
when claims are lodged, the only practicable and cost effective
way to identify whether the quantities and aescriptions of goods
are accurate is through routine claims assessment procedures ana
field inspections..

9.8 The Department had developed an inspection program
based on risk assessment, and had taken measures to ensure that
the system is effective.

Conclusions

9.9 The Committee notes the assurances that the Department
will continue to monitor the effectiveness of the revised
procedures to ensure that abuses of the scheme are minimised,

9.10 In view of the Inter-State Commission of Inquiry into
the Scheme, the Committee was of the opinion that £further
investigation of the Scheme was unwarranted. The Committee will
maintain an interest in the follow-up to that inquiry.
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CHAPTER 10
DEPARTMENT OF THE TREASURY

EXPENDITURE IN EXCESS OF WARRANTS. OF THE GOVERNOR-GENERAL
10.1 the Audit Act provides that the total amount paid out

of the Commonwealth Public Account and charged to an

appropriation shall not exceed the amount specified in Warrants
of the Governor-General issued under the Audit Act, On receipt of
a Governor-General's Warrant a Warrant Authority may be issued by
the Secretary of the Department of Finance to. the Secretary of
the Department responsible for the appropriation. The
administering Department may then issue Warrant Advice to the
limit of the Warrant Authority. Expenditure by a Department from
an appropriation should not exceed the total of wWarrant Advice
issued which in turn should not exceed Warrant Authority
available.

10.2 The Auditor-General noted in his Report on Financial
Statements for the year ended 30 June 1983 that contrary to
requirements, payments in 1982-83 under three. spacial
appropriations exceeded the amounts specified in Warrants of the
Governor-General. These were:

. Qantas - Repayment of loans;

. Australian National Airlines Commission - Repayment of
loans; and

- The Treasury-Income Equalisation Deposits:
bepartmental Response

10.3 With. regard to Qantas and the Australian National
Airlines Commission, over-expenditure resulted from the
Department of Fipance Regional Office in Washington not
recognising a change in ledger structure, Further restructuring
of the ledger had been undertaken which will eliminate the
possibility of any recurrence and Regional Offices had been
informed of the changes.

10,4 The excess payment of interest on Income Equalisation
Deposits was attributed to human ertor in the Department of
Finance, Sydney. To avoid a repetition of such a problem, telexes
from Central Treasury to the Department of Finance, Sydney,
authorising payments will be cleared by 7Ireasury prior to
despatch.

Conclusion

10.5 The Committee is satisfied with the remedial action.
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CHAPTER 11
AUSTRAL IAN TAXATION OFFICE

AUTHORISATION OF REFUNDS

11,1 The Auditor-General's Report for the year ended 30 June
1983 included comment on procedures for the authorisation of
refunds from the Taxation Office Drawing Accounts for excess tax
instalments: due to taxpayers on the annual assessment of their
taxable incomes. The Auditor-Generalls Office found that in
several instances the legal requirements were not being fully
observed. Comments were made concerning:

. authorisation and certification procedures -
cases were revealed where tax refunds haa been
issued without the appropriate authorising and
certifying officers' signatures;

. certification of particular classes of payments
~ certain procedures were criticised as not
complying with Regulations of the Audit Act;
and

. certificates of  entitlements to refunds -
wording of the certificates was suspect in that
it did not comply with Regulations of the Audit
Act,

Departmental Response
11.2 The Australian Paxation Office advised thats

. procediural breakdowns resulting in the problems
in authorising and certifying refunds had been
addressed, Authorising and certifying officers
had been notified of their statutory duties. A
manual outlining Finance Regulations and
Directions was issued in September 1982;

. after discussions. with the Department of
Finance and the Auditor-Generalis Office, it
had agreed to adopt new procedures consistent
with Audit's interpretation of requirements for
certification of particular classes of
payments; and

. they would use a form of words which satisfies
the requirements of -the Regulations regarding
certificates of entitlement to refunds,
however, the matter was referréd ‘to the
Department of PFinance for -guidance.
Conclusion
11.3 The Committee considers that the action taken by the
Australian Taxation Office has been satisfactory.
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DIVIDENDS AND INTEREST WITBHOLDING TAX.

11.4 the Auditor—General's September 1983 Report referred to
the results of audit reviews in New South Wales and Queensland.
Income tax legislation provides for the ceduction of a tax on
certain dividends and interest paid to non-residents.

11.5 In Queensland, the Auditor-General's Office found:

. reliance on voluntary compliance disclosure by
remitters and non-resident taxpayers. This.
provided no assurance that all dividends and
interest withholding taxes were collected; and

. the prescribed additional tax for remittances
after the due date was not collected. It was
also found that there was a reluctance to
collect the additipnal. tax levied where
statements of deductions were not lodged.

il.6 In New South Wales®

. as. in Queensland, reliance on voluntary
compliance disclosure did not provide an
independent means of checking the degree of
compliance, Similarly the study = showed a
significant proportion of repmittances were
received after the due date .and the penalty fee
was sometimes. not collected;

. officers of the Withholding fTax Unit had. not
been authorised under the appropriate
regulation to collect public monies;

. there were deficiencies in the. computer
processing of. dividends and interest
withholding taxes; and

. sections of the procedure manual were out of
date and formal instructions had not been
issued to data input staff in the Cashiers
Section..

pepartmental Response
11.7 The Australian Taxation Office submitted that:

. the substantial penalties imposed is a potent.
disincentive, where <there is .evidence that
voluntary non-compliance had -not been involved.
the extent of non-compliance in disclosure is
considered low and accordingly it is agcorded.
low priority for compliance activity. The Tax
Office conceded that information , £from
alternative sources cannot be readily used as
an independent check;
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CBAPTER 12
FRAUDULENT NEGOTIATION OF CHBQUES

Introduction

121 The Auditor-General's Office undertook a review of the
fraudulent negotiation of cheques drawn on the Commonwealth
Public Account in March/April 1983. Following the review, advice
on certain aspects was sought by the Auditor-General from the
Department of Finance, the Australian Federal Police (AFP), and
Departments incurring major expenditure by way of recurring
payments (Education and Youth Affairs, Social Security and
Veterans' Affairs).

12,2 The Committee alsoc sought submissions from those
mentioned above (see Appendix B) and held Public Inquiries on 7
March, 2 and 9 May 1984, Further cetails which were sought from
the Department of Social Security are at Appendix B. Other
submissions were sought from the Department of Social Security on
its Performance Monitoring Branch, on the ‘Recovery of
Overpayments' mentioned in the Auditor-General's Reports of May
1983, March and September 1984 and on the *Iissue of Replacement
Cheques' in.  the Auditor-General's Report of  .May 1983
(see Appendix B). '

i2.3 the Department of Finance (DOF) supplied statistics on
the number of cheques issued, fraudulently nhegotiated and the
amounts written off of fraudulently negotiated cheques., In
1982-83 the Commonwealth issued in excess of 89 million -cheques.
of that number 14 414 are currently known or suspected to have
been fraudulently negotiated (or .016 per cent of cheque issues).
Oon a departmental basis, cheque issues and fraudulently
negotiated cheques are as follows:

TOTAL NUMBERS OF CHEQUES ISSUED AND CHEQUES FRAUDULENILY
NEGOTIATED: 1982-83

DEPARTMENT CHEQUE ISSUES CHEQUE FRAUDS
No. No.
Finance 7 003 826 486
Social Security 65 286 742 12 661
veterans' Affairs 11 031 624 406
Australian Taxation Office 5 692 230 861
TOTAL . 89 014 422 14 414

1 Joint Committee of Public Accounts, Minutes of Evidence,
Auditor-General's Report ~ September 1983, p. 70.
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12.4 In 1982-83 the amount written-off of fraud

. ulent,
negotiated cheques was $292 131.2 On a cepartmental basis ent%)i
amounts written-off are as follows: !

FRAUDULENTLY NEGOTIATED CHEQUES: AMOUNYTS WRITTEN. OFF IN 1982~83

DEPARTMENT AMOUNT

Finance 11433
Social Security 286 293
Veteran's Affairs 3 466

Australian Taxation Office

TOTAL 293 364

Fraudulent Negotiation of Cheques
Australian Federal Police (AFP)

12,5 tThe AFP listed five means4 by which Commo
departments are defrauded. They are (briefl‘yl;: nwealth

» false individual continuing claims - committed b
indlv:@duals who,“by using correct particulars obtai!r(x
benefits to which they are not entitled. 7his
includes the si'tuation where the original claim may
have been legitimate but the circumstances have
changed;

. false applications for benefits - single or multiple
claims, Application for benefits by individugls
using false and misleading particulars and thereby
obtaining benefits to which they are not entitled;

. larceny of cheques. - there is eviaence of wides d
; read
theft of Commonwealth cheques from letterboxes; P

. qu‘al negotiation - occurs when a rson who has
initially made a false claim i:herr)xe fraudulently
claims. that he did not receive his benefit cheque.
‘Af,ter approaching a DSS Office and completing a
Statutory Declaration' the person is issued with a.
duplicate cheque which is also cashea. 7There are
examples where this has been used by individuals and
organised groups to defraud DSS; and

eiteort

rite-off recommended to client cepartm

Department of Finance. P enes B the
4 Minutes of Evidence, pp. 55-58.,

wn
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. duplicate claims - involves the reporting of the
non~receipt of a cheque, to which a claimant was
entitled, when in fact it had been received. In most
cases the original cheque had been cashed prior to
the reporting of the loss.

12.6 Fraudulent negotiation is sugpected in relation to a
large number of cheques which are referred annually to the AFP
for investigation, AFP records indicate that over the three year
period 1979-80 to 1981-82, 37 000 cheque offences were reported
to, or became Kknown by, the AFP. During the three years 15 000
offences were recorded as 'cleared" and 37 000 offences as
'completed not cleared', the latter category referring to those
cases where offenders had not been located and/or it had been
decided not to expend any further resources at that stage. In
such cases the matters may be re-examined at a later date if more
information is received.

12,7 The AFP stated that it did not maintain statistics of
the total value of cheques referred to it, the total number of
offences in the 'completed not cleared® or ‘not investigated®
categories that accrue over the years, nor of times taken by the
AFP to complete or clear cases referred for investigation., %he
Auditor-General was also advised by the AFP that, in addition to
those cases ‘completed not cleared' carried forward from previous
years, a substantial number of cheques were currently outstanding
for investigation,

12,8 Some statistics were suppliea for the fraudulent
negotiation of cheques. To give an indication of the magnitude of
the problem the following six cases were cited as 5Part of those
dealt with between January and June 1983 in Victoriad:

FRAUDULENT NEGOTIATION OF CHEQUES: SIX CASES IN VICTORIA, 1983

No. of Persons Ko. of False Estimated Amount
Involved Names Used Obtained
16 65 $ 64 000
1 40 40 000
1 15 39 000
1 7 . 60 000
1 4 15 000
1 4 10 000
21 35 228 000

5  ibid., p. 57.
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12.9 The AFP suggested that, of this amount, little or none
will ever be recovered from the offenders in the form of
restitution. The offence of duplicate claims is also particularly
prevalent. During the period January to June 1983, there were 377
offences of this type investigated at AFP's Regqional Headquarters
in Melbourne. Of the 377 offences reported and/or discovered, 326
were detected and/or cleared.

12.10 The AFP also pointed to the problem encountered by
traders, that is, where a trader negotiates a cheque for a person
other than the owner of the cheque. Under the Bills of Exchange
Act the trader is liable for repayment to the cheque issuing
Department.

12.11 The AFP indicated that it was generally about eight
months or more before these matters are brought to the notice of
the AFP - in some cases up to two years./ The chances then ot
discovering the offender are slim because of the length of time
between the offence and the investigator interviewing the traders
and/or bank officers. Most traders and employees who have
negotiated the stolen cheques have oifficulty in recalling
personal particulars of the person who negotiated the cheque,

12,12 Another problem raised by the AFP concerned the secrecy
provisions of the Social Security Act.8 The AFP appreciated that
Section 17 of the Social Security Act imposes upon DSS officers a
duty of confidentiality regarding information obtainea, The AFP
submitted, however, that this should not restrict the information
being passed to AFP officers where criminal conduct is suspected,

12,13 The AFP stated that there is a need for Commonwealth
departments to ensure the correct identity of applicants prior to
authorising payment of cheques, Many of the AFP's examples
indicated that the production of drivers’ licences, birth
certificates, etc, as proof of identity for the payment of
benefits had proved to be inadeguate and ineffective. The AFP
also suggested that, although the airect credit mode of payment
system would eliminate dual negotiation and larceny fraud, it
would not affect the payment of benefits as a result of forged
identity documentation and other forms of fraudulent claims.

12.14 The AFP submitted that a scheme similar to passport
applications  could be implemented. aAll applications for
benefits/payments should include on the form the provision for
identification by an independent third party, verifying the
identity of the applicant. The verification should be signed by
select groups within the community, such as police officers,
doctors, solicitors, school teachers, etc.

12.15 Should the direct credit mode of payment be implemented
for all benefit payments, the question of identification tor the
cashing of cheques becomes irrelevant, Identification would be
necessary where beneficiaries are required to open accounts at

6 ibid., p. 56.
7  ibid., p. 56,
8 ibid., p. 61.
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various financial institutions, The AFP  suggested that
benefit-paying departments issue a certificate to a beneficiary
verifying his/her identity and the benefit being paid. This
certificate would assist financial institutions in ensuring the
correct identity of the person opening an account.

Department of Social Security (DSS)

12.16 The DSS defined two categories of improper payments
associated with cheques?, that is:

. fraudulent negotiation - occurs where a person other
than the payee negotiates the cheque without the
payeeis authority; and

. negotiation by the payee -~ involves the negotiation
of both an original and replacement cheque by the
payee. This is not fraudwlent negotiation as occurs
in the case of a stolen cheque as it is the payee
who receives value and is consequently overpaid in
these cases.

12.17 Under the Bills of Exchange Act a person accepting a
‘not negotiable' cheque (bank anda/or trader) has no better title
than the previous holder and, as drawer, DSS claims reimbursement
from the person to whose account such a fraudulently negotiated
cheque is credited. The payee is entitled to a replacement
payment and the matter is referred to the Australian Federal
Police for detection and prosecution of the oftender. Referral to
the AFP is required by Finance Direction 10/28.

12,18 With cases of fraudulent negotiation there are delays
in referrals to the AFP because DSS does not become aware of the
fraud until:

. @an intended payee advises that a cheque has not been
received; and

. upon the cheque passing through the banking system
and being paid by the Commonwealth, a copy of the
cheque is obtained and forwarded to the payee to
confirm by statutory declaration that he or she did
not receive or negotiate it or authorise any other
person to do so.

12.1% Referral of original and replacement cheque
overpayments to the AFP is not required by Finance Directions but
Departmental procedures provide for referral 1f it is considered
that the payee has deliberately imposed on the Commonwealth.
Cases are not referred where the payee appears of limited mental
capacity or otherwise confused as to his entitlement and makes a
claim for a replacement cheque without intending to defraud the
Commonweal th.

9 Appendix B, DSS submission of 12 July 1984, p.l.
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12.20 buring the financial year 1982-83 DSS referred 12
661 cases of fraudulent negotiation, valued at $1.8m, to the AFP.
In the majority of cases recovery of the value of a fraudulently
negotiated cheque is obtained from the bank or trader which
accepted the cheque and in 19862-83 DSS recovered $1 266 966. In
the same period $286 203 was written off as irrecoverable in
respect of fraudulently negotiated cheques.

12,21 Fxcess payments due to frauds and clients' mistakes
in connection with cheques represent about one-eighth of the
total amount identified as debts for recovery. DSS stated that
less than .06 per cent of cheques issued are involved.

12,22 DSS submitted that the connection between daelays in
detecting dual payments and the incidence of theft and traudulent
negotiation of cheques is tenuous as evidenced by the rather
static nature of fraudulent negotiation over the last six years
compared with large increases in _the numbers of replacement
cheques' issued, This is shown below:l2

DEPARTMENY OF SOCIAL SECURITY
NUMBER OF CHEQUES ISSUED, REPLACED AND FRAUDULENILY NEGOTIATED

No. of Cheques. No. Fraud Negotiations
issuved (million} replaced Reported to AFP
1977-78 64.7 89 718 12 804
1978-79 62.6 110 761 12 268
1979~80 62.0 186 844 & 090
1980-81 60,0 167 385 10 222
1981-82 60.3 191 062 10 985
1982-83 65.3 236 249 12 661
12,23 Many cheques are returned to DSS unpaid or never

presented for various reasons, and no figures are available on
which of these relate specifically to cheques which are replaced.
However, replaced cheques which are presented and paid are
identified as either fraudulently negotiated or negotiated by the
payee. While 12 661 cheques were reported to the AFP in 1982-83
as fraudulently negotiated 24 333 overpayments were raised
against. payees who had negotiated both an original and
replacement cheque, This is an absolute figure not directly
related to the replacement issue figure for the year but it
indicates. that most replaced cheques are not presented and paid,
being either returned to DSS or never located. In some cases a
client who receives a replacement cheque and its original will
negotiate the original and return the replacement.

10 Minutes of Evidence, p.77.
11  jibid.r p.81.
12 Appendix B, DSS submission of 12 July 1984, p.4.
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12.24 DSS has stated that its prime responsibility is the
timely delivery of the correct entitlements. The Social Security
Act provides for payments to be made at regular intervals. If a
client does not receive a chegque by the due date he has not been
paid his legal entitlement and has a rightful claim to payment in
respect of that instalment. In recognition of the need of clients
who are wholly or substantially dependent upon. payment DSS has
adopted policy and procedures whereby replacement cheques may be

issued immediately in these situations., Because this policy often

requires that a replacement cheque be issued without knowledge of
the fate of the origiral cheque unscrupulous clients can and do
take advantage of DSS. Appropriate action is taken to recover any
overpayment so arising. Nevertheless, DSS considers that it could
not adopt a policy whereby genuine clients would be disadvantaged
by the activities of a minority.

12,25 The Auditor-General's March. 1984 Report referred to the
‘Recovery of Overpayments' and serious problems being experienced
in NsWw with the payee negotiating both the original and
replacement cheques. Nationwide statistics on overpayments can be
found at Appendix D. Dssl3 had outlined (see below) the
procedures currently being followed jin NSW and the other States.

12,26 In all States except NSW decisions in relation: to the
issue of replacement cheques are made in the State Headquarters.
The authority to issue replacement cheques was decentralised in
NSW# because of the very large client numbers compared to other
States. Information currently available to decision makers
generally includes:

. cheque issue listings;

. details of cheque presentations (in micro fiche form);

. replacement cheque issue listings (ADP produced);

. cheque negotiation history records (ADP or manually
maintained) ;

. ou;:put from the ADP bank account reconciliation system;
an

. individual case files.

12.27 Since the matter was first raised by the.

Auditor~General there have been considerable reductions in delays
associated with dual negotiation processing, Delays in raising

13 ibid., pp.4-5.
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cases are still apparent due to both high work volume and the
relatively limited systems and staff resources. 1o reduce delays
in NSW, as far as possible:

. staffing levels have been increased;

. overtime has been more heavily used;

. procedures have been reviewed and rationalised; and

. equipment for microfilming paia chegques has been

installed and has been operating since December 1983,
this enables copies of paid chegues to be made
available more quickly to regional offices.

12,28 In relation to the incidence of dual negotiation
overpayments, the advantages of the microfilming eguipment will
not be fully realised until overpayments resulting since December
1983 replacement issues are raised.

12,29 The following initiatives have been implemented to
assist NSW regional offices in the decision making process:

. presented cheque data is now ayailable in all NSW
regional offices. The data is updated each day and is
available by Day 2 {previously 7-10 days) after cheques
are presented to the Reserve Bank for payment;

. revised procedures for processing replacement chegque
applications have been made available to NSW regional
offices; and

. since January 1984 persons claiming pensions and family
allowance payments for the first time or persons
applying for replacement cheques for such payments have
been encouraged to convert to the direct credit mode of
payment.,

12.30 Inplementation. of the abovementioned initiatives has
already resulted in a reduction in NSW in the number of
replacement cheques issued f£rom 13 000 per month to 11 000 per
month.

12.31 With regard to the secrecy provisions of the Social
Security Act, DSSI4 stated that Section 17 of the Social Security
Act provides that information about a client can be released
only:s

. with the client's explicit or implied authority;
. by an officer in the performance of his duty; or
. where. the Minister for Social Security or the

birector-General certifies that it is in the public
interest to do so.

14 ibid., pp.8-9.
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12.32 With regard to aivulging information in the performance
of duty, officers may disclose relevant information to the AFP
where the AFP are investigating specific cases of fraud or
suspected offences against the Social Security Act, or to enable
prosecution under Section 29B of the Commonwealth Crimes. Act in
relation to fraudulently obtained social security benefits.
Similarly, where the State Police are acting on behalf of the AFP
in investigating matters of thigs specific nature, such
information may be aisclosed to them. DSS holds the view that in
the ordinary course of events, it should handle investigations
about suspected social security offences, at least in the first
instance or unless other serious criminal activities are alleged
to be associated with such suspected offences.

12,33 Offenders against the Crimes Act may be and are

prosecuted by AFP without the need for authorisation by DSS. In

1982-83, according to information from the AFP, there were 623

charges laid under the Crimes Act for offences related to

fraudulent negotiation of DSS. cheques. Offences against the

are now dealt with under Sections 138,

1382 and 139 of that Act. This was amended by the Social Security

(No, 69 of 1983) which was assented to on 24

October 1983 and which, inter alia, increased the penalties
prescribed.

12.34 Prosecutions, excluding those referred to by the AFP
abovei brought against Social Security clients are summarised
below

PROSECUTIONS INITIATED BY THE DEPARTMENT OF SOCIAL SECURITY

PERIOD SOCIAL SECURITY ACT CRIMES ACT
1.7.82 - 30.6.83
. Prosecutions 1466 197
. Convictions 1344 181
1.7.83 - 28,2.84
. Prosecutions 1201 92
. Convictions 1177 90
12.35 Successive Governments and Ministers. have taken the

view that the public interest clause should be interpreted in a
very restricted way. The provisions of the recent. National Crimes
Authority Act do not override the confidentiality provisions of
the Social Security Act, one of the few Acts exempted by it.

15 ibid., p.s84.
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Accordingly, great care and deliberation are exercised by DSS
before a decision is taken that the public interest would be
served by disclosure of information which is held by DSS in
confidence.

12,36 Recently, pss16 had devised in collaboration with the
Commonwealth Banking Corporation a national procedure for
establishing that a person is the payee for a particular cheque.
The procedure has many features aimed at giving better protection
for all rightful parties. Standard specially printed letters of
introduction will be issued when a client‘s circumstances so
require, mainly when he has no bank account and/or could not
otherwise satisfy a trader that he is entitled to cash the
cheque.

12.37 Procedures (in July 1984) within DSS17 required
claimants for benefits to establish identity on the basis of
approved documents. Approved documents could include:

. an original birth, baptismal or marriage certificate or
a birth, baptismal or marriage extract issued at least
five years ago;

. taxation group certification covering a total of at
least six months' full-time employment;

. a passport;

. for school 1leavers (including tertiary), a recent
school report or reference on official school paper;

. an original motor vehicle registration form in the
claimant’s name;

. a credit card showing full name and current or recent
address;

. a rate or water account made out in the claimant’s name

showing his present address; or

. an insurance policy in his name issued at least two
years ago.

12.38 Departmental instructions make it clear that driving
licences and savings bank passbooks are not, by themselves,
acceptable as evidence of identity.

12.39 Other associated developménts which will also have an
impact on €ither the prevention, detection or effective recovery
of fraudulently negotiated cheques are described briefly below. A
national review was conducted during the period March-November
1984 of information to be provided as an acceptable level of
Proof of Identity with implementation of national guidelmes to
commence in December 1984 (see Appendix C). A national review on

16 Minutes of Evuience, p.83.
17  ibid., p.85.

43



the issue of replacement cheques has resulted in the
implementation of revised procedures. In the longer term the
development of the Integrated Index Facility, which will bring
together all information related to a client in a readily
accessible database enviromment under STRATPLAN, will assist in
both the prevention and recovery of overpayments. Other
associated developments can be found in the Committee's Report

Department of Veterans' Affairs (DVA)

12.40 DVA did not advise the Committee of any fraudulent
negotiation of cheques.

Department of Education and Youth Affairs (DEYA)

12.41 DEYA advised that, from the limited statistics that are
available, it would seem that the incidence of fraudulent
negotiation of student assistance cheques may be relatively
insignificant - perhaps 200 cases at most each year out of a
total of some l.5m cheques issued.

Selective referral of cheques to the Australian Federal Police

12.42 Finance Directions require that the AFP be advised of
all cases of fraudulent endorsement and negotiation of cheques
drawn on an official bank account. In the context of a

Ministerial statement in 198l of the objectives, priorities and
capabilities needing to be pursued by the AFP, the Commissioner
indicated that, due to increasing demands on the AFP'S limited
investigative resources, no priority could be given to the
investigation of fraud cheque cases.

12.43 It was decided in December 1981 that the AFP and the
DSS would conduct a joint pilot study in Sydney %o develop
guidelines for the referral to the AFP of only those cases where
police action was likely to produce results. ‘The purpose was to
assess whether selective referral would reduce clerical eftort by
the AFP and by departments in connection with the reterral of
cheques which were not subsequently investigated by the AFP, DOF
undertook to consider the ©possibility of amending Finance
Directions to allow Permanent Heads discretion whether or not to
refer fraud cheque cases to the AFP.

12,44 the AFP subsequently requested, however, that all cases
of fraudulent negotiation of Commonwealth cheques continue to be

referred to it. The AFP also indicated that it had streamlined

cheque investigation procedures jin its Eastern Region (NSW) and
advised that the revised procedures would be extended to all
Regions.

12.45 The Auditor—General's Office suggested that,
notwithstanding the views of the AFP that all cheques should
continue to be referred to it, selective referral would reduce

18 Joint Committee of Public Accounts, Report 232, Report of
the Auditor-General - May 1983

¢ 1985,
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clerical effort by the AFP and departments associated with the
reterral of cheques, The Auditor-General's Office also suggested
to DOF that it consider the issue of quidelines to departments
with a view to streamlining procedures associated with the
discovery and preliminary investigation of cheques suspected of
fraudulent endorsement and negotiation. The guidelines could
cover matters such as procedures for approaching payees, banks
and traders to seek recovery of the value of chegues, and define
criteria for requesting the involvement of Deputy Crown
Solicitors.

12.46 The AFP advised that:

. it d1d not support selective referral of cheques as it
preferred, for basic investigatory reasons, to receive
all cheques with a view to revealing any commonality or
pattern existing in their endorsement and negotiation
that could assist subsequent investigations;

. generally cheque matters were already old when referred
to the AFP;

. it was the view of its Eastern Region that referral of
all cheques did not create any undue time consuming or
manpower problems because cheques could be quickly
vetted., bDetermination of the number of cheques that
could proceed to investigation was, however, dependent
upon the total investigational resources available to
the AFP and overall priorities; and

. in respect of the extension to other Regions of
streamlined procedures for fraudulent cheque
investigation, a national approach was being studied
but had not been finalised. Victorian arrangements
vere to be examined, and the possible need to vary
procedures to accommodate local arrangements for cheque
referral, or to meet the different requirements of, eg,
the larger cities and smaller stations, was under
consideration,

12,47 The Department of Finance (DOF) advised the
Auditor-General's Office on 28 June 1983 that, having regard to
the AFP's support for continuation of the existing policy of
mandatory referral of fraud chegue cases, DOF had decided not to
amend the Finance Directions to allow Permanent Heads discretion
whether or not to refer <cheques suspected of fraudulent
negotiation to the AFP,

12.48 Instead, DOF proposed that, when reporting a case to
the AFP, departments should indicate their own assessment of the
likelihood of successful investigation, apprehension and
prosecution, and to recommend whether or not high priority should
be given to the case. DSS, in October 1983, stated that to a
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certain extent these arrangements were already employed by it in
dealing with the AFP. Under such an arrangement the resources of
both the AFP and departments could be more effectively
concentrated without denying the AFP the overview it desired. DOF
advised that draft guidelines, currently in preparation, would
incorporate this proposal and instruct departments how to make
the necessary assessment of the priority to be afforded
particular cases.

12.49 It was a matter of concern to the Auditor-General that
little effective action appeared to have been taken in the period
between December 1981 and the review in April 1983 to streamline
arrangements for fraudulent cheque referral and investigation.
The Auditor-General's Office noted that, notwithstanding the
requirements of the Finance Directions and the wishes of the AFP,
all cheques suspected of fraudulent negotiation may not have been
referred promptly to the AFP,

Alternative means of payment

12,50 In representations to DOF, the Auditor-General
suggested that a major way of reducing the number of cheques
subject to fraudulent negotiation is to reduce the number of
cheques issued, In this regard, more positive
guidelines/directions from the Department of Finance supporting
the direct credit mode of payment for recurrent payments appeared
warranted,

12,51 In correspondence to the Departments of Social
Security, Education and Youth Affairs and Veterans' Affairs, the
Auditor-General's Office sought advice of action taken to
encourage beneficiaries to accept alternative means of payment
with a view to minimising the incidence of fraudulent negotiation
of cheques.

Department of Finance (DOF)

12,52 DOF advised that it supported the Auditor-General's
suggestion for promoting, as far as practicable, the direct
credit mode of payment. It recognised that the direct credit
payment method (particularly in the case of periodic payments})
not only reduced processing, handling and postage costs, but also
virtually eliminated lost or fraudulently negotiated payments,

12,53 DOF stated that the use of the direct credit payment
mode had been the subject of discussion with banks and other
financial institutions for many years and such bodies generally
favoured the mode on the grounds of lower processing costs. In
November 1982 the Government introduced the mandatory payment of
diesel fuel rebates by direct credit and DOF understood that this
arrangement had been well received by the majority of payees
under the scheme.
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12.54 It expected that the trend towards direct credit of
Commonwealth payments would continue as systems were developed to
facilitate electronic deposits to payees" accounts. DOF
considered that promotion of this payment mode in the proposed
issue of guidelines to departments would desirably add momentum.
DOF intended to request departments to pursue the policy actively
with existing, and especially new, payees.

12.55 DOF was able to statel? that all financial
institutions, with one minor exception, have, since 31 December
1982, been prepared to accept no fee for direct credit
transactions. DOF also stated that, although the relative costs
in dollar terms of direct credit payments as compared to cheque
payments varies according to the type of payment, it is estixpated
that the cost ratio is of the order of 2:1 in favour of direct
credit payments.?

Australian Federal Police (AFP)

12.56 The AFP recommended that the direct credit mode of
payment be introduced for the payment of all benefits.2l The AFP
stated that the adoption of this system would dramatically reduce
the opportunity for fraud. However, the AFP saw problems with
direct credit if Commonwealth departments did not ensure the
correct identity of applicants initially.

Department of Social Security (DSS)

12.57 In June 1983 DSS advised that a project had been
commissioned during 1982 with the object of identifying the
ramifications of using direct credit as the main method of
payment and that the matter was being examined in more detail.

12.58 At that time, payment by way of direct credit was an
available option for pension anéd family allowance payments but
not for unemployment, sickness or special benefit. Relevant

statistics22 are shown below.

DEPARTMENT OF SOCIAL SECURITY - PENSIONS AND FAMILY ALLOWANCE
PAYMENTS BY DIRECT CREDIT OR CHEQUE

Percentage of Payments by:

birect credit Cheque

Pensions at:

30 June 1981 25.3 74.7
30 June 1982 29.2 70.8

Family Allowances at:

30 June 1981 56.2 43.8
30 June 1982 56.9 43.1

19 Minutes of Evidence, p. 35.

20 jbid., p.73.

21 jbid. .65,

22 mﬁmummwwmﬁ. p. 192,
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12.59% DSS suggested that factors contributing to the
increased percentage of pension payments by direct credit during
1981~82 were its reference to the direct credit option in
discussions. with applicants for pensions, increasing public
acceptance of the direct credit method of payment, and occasional
Departmental promotional literature being included with cheques.

12.60 By March 1984, DSS was paying 36.9 per cent of its
major pensions, benefits and allowances by direct credit (see
mrable 1).23 The amended Social Security Act 1947 became law on 24
October 1983 and included a provision (Section 1351D) permitting
any pension, benefit or allowance under the Act to be paid to the
crfdit of an account with a bank, building society or credit
union.

12.61 The investigation of the feasibility of proceeding to
direct credit as the prime mode of payment of benefit
entitlements was undertaken in. September/October 1984 by the
Management Consultancy Group, Performance Monitoring Branch., The
result of the study indicated that this option was feasible, cost
effective and brought with it significant advantages to clients,
The Government's decision to move to direct credit as the prime
mode of payment was announced on 6 September 1984, Implementation
is proceeding with the direct credit of pension and family
allowance payments in April/May 1985 followed by unemployment and
sickness benefit payments in June 1985, Significant savings in
administrative costs to the Department will accrue with savings
in a full financial year estimated at $38 million.24

12.62 Direct credit will substantially reduce fraud committed
on DSS by:

. removal of the chegque theft facility; and
. introducing certainty of payment.
Department of Veterans' Affairs (DVA)

12,63 DVA advised the Auditor-General in June 1883 that the
direct credit method was an available option for Repatriation
pension payments, previously available only for payments 12
weekly in arrears which had not proved an attractive alternative
to cheques which were paid fortnightly in advance. DVA stated in
4 December 1983 that their pensioners had responded well to IVA's
promotion of direct credit payments. Almost 224 000 (over 51 per
cent) of pensioners receiving pension payments by cheque had
transferred to direct credit., The number receiving payment care
of a bank manager had been reduced from 41 479 to 45, resulting
in almost 65 per cent of DVA's pensioners receiving payment by
means. of direct credit.

23 jbid., p. 88.
24 Appendix B, DSS submisison of 1 June 1984, p. 6.
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Department of Education and Youth Affairs (DEYA)
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Conclusions

12,69 Many of the issues discussed in this Report were also
raised in the Committee's 232nd Report2d dealing with ‘Recovery
of Overpayments' and g.n the Committee's 213th Report on Income
maintenance Programs.2

12.7¢ The Committee expresses its concern that the Australian
Federal Police did not maintain statistics of the total value of
cheques referred to it, the total number of offences in the
‘completed not cleared’ or ‘not investigated' categories that
accrue over the years, nor of times taken by the AFP to complete
or clear cases referred for investigation. The Committee would
regard such information as essential to the assessment of
procedures adopted to combat fraud as well as an indicator of
work load. The Committee recommends that the Australian Federal
pPolice review its policy on the keeping of case load statistics
with a view to ensuring that accurate reports can be provided to
client departments, other regulatory authorities and the
Parliament.

12,71 The Committee noted that the Australian Federal. Police
was studying a national approach to cheque investigation and
wishes to be advised of the outcome of that study.

12,72 The Department of Social Security has defined a
category of improper payments where the payee negotiates both the
original and replacement cheques. DSS has stated that this is not
fraudulent negotiation and classifies it as an overpayment, only
referring cases to the AFP if it is considered that the payee has
deliberately imposed on the Commonwealth. The Committee is of the
opinion that the Department of Social Security should take
further measures to draw its clients’' attention to the obligation
to return either the original or the replacement cheque if both
are received. The Committee suggests one measure may be to
include a statement of this obligation with each replacement
cheque. The Committee believes that such measures are urgent and
necessary until such time as direct credit becomes the universal
mode of payment.

12,73 The Department of Finance advised that draft guicelines
were being prepared for departments providing an assessment of
the likely outcomes of cases, referred to the Australian Federal
police, of chegques suspected of fraudulent negotiation. The
Committee wishes to be provided with these guicelines and to be
advised whether all cheques suspected of fraudulent negotiation
are being referred promptly to the Australian Federal Police,
with an assessment of the likelihood of successful investigation,
apprehension and prosecution.

12.74 The Committee recommends greater co-~operation between
the Department of Social Security and the Australian Federal
Police in the investigation of suspected offences.

25 Joint Committee of Public Accounts, Report 232, Report of
Mﬂ&uﬁm];&aym, 1985, Chapter 9.

26 Joint Committee of Public Accounts, Report 213, JIncome
Maintepance Programg, Volumes 1 and 2, 1983.
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12,75 The Committee f£ully endorses the remarks made by
representatives of the Department of Pinance that the
commonwealth should avoid a patchwork of curative methods. The
Committee firmly believes that the adoption of the direct credit
method of payment of benefits and allowances removes the
opportunity for fraudulent negotiation of cheques and
overpayment.

12.76 Further, the Committee would strongly recommend that
the direct credit method of payment be the principal means of
payment of all benefits with only exceptional cases being paid by
other means, The Committee is pleased, therefore, to note that
the Department of Social Security is implementing direct credit
as its prime mode of benefit payments.

12,77 The Committee does not accept the arguments put forward
by the Department of Education and Youth Affairs on the
disadvantages of direct credit for student allowances. The
Committee is of the opinion that the Department of Education and
Youth Affairs has not addressed itself assiduously to the problem
of recovery of overpayments of student allowances and to rely on
a returned cheque as the first indication of ceased eligibility
is negligent. The Committee is of the belief that the benefit to
the payee and the Department of direct credit for student
allowances could outweigh any disadvantages. For example,
educational institutions, themselves funded by the Commonwealth,
should be required to submit a return of all students who have
changed status or discontinued courses. This should be done on a
regular basis, say twice per temm or semester.

12.78 The Committee notes that the Department of Veterans"
Affairs has been successful in converting a significant
proportion of its clients to direct credit. The Committee would
like to be advised whether this trend has continued.

12.79 The Committee agrees that there would be exceptions to
the direct credit mode. Schemes of assistance for Aboriginals and
isolated children are examples, and there are also individuals in
other schemes who would not have access to direct or regular
banking facilities.

12.80 The Committee notes a major concern by departments was
the correct identification of applicants prior to receiving
payments from the Commonwealth, While the AFP preferred the
introduction of a scheme similar to passport applications,
requiring verification of identity by a third party, the
Department of Social Security wished to avoid procedures which
would disadvantage genuine clients., The Committee notes that the
Department of Social Security conducted a national review ana
implemented, in December 1984, guidelines on Proof of Identity,
Those guidelines are reproduced at Appendix C. The Committee
wishes to be informed of the progress in the adoption of the
guidelines and their acceptance by officers and clients.

12,81 The Committee is most concerned that beneficiaries are

properly identified prior to becoming entitled to, or receiving,
benefits.
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CHAPTER 13
RECOVERY OF OUTSTANDING REVENUE, DEBTS AND OVERPAYMENTS

Background
13.1 Consolidated information concerning the amounts of
revenue, debts and overpayments outstanding on a

Commonweal th-wide basis are not available. However, details ot
amounts which are written-off as irrecoverable or wnere rights to
recovery are waived are included in the financial statements
prepared by the Minister for Finance. In recent years these were

198182 1982-83 1983-84
sm $m $m
Written off as irrecoverable 23.8 20.0 tba
Right to recovery waived 4.5 1.8
13.2 Following an Interdepartmental Committee decision in

October 1.980, the Depart{r:ent of Finance conducted a study, in
cgnsultatlon with appropriate departments, of problems associated
with debt recovery, and included consideration of:

. the absence of a uniform poiicy for the treatment of
Commonwealth debtors reflecting, in part, the
d1£ferir}g needs and resources of various departments
and unlimited delegation held by Permanent Heads to
write-off debts; and

. the different monetary levels imposed by Deputy
Crown Solicitors to initiate debt recovery action
through a court.

13.3 In April 1983 the Auditor-General advised the
Department of Finance that a recent audit review had found that,
although the study had begun in 1980, little further action had
been taken to co-ordinate the results of the survey mentioned
above, Although the Department had developed guidelines for
departments to help provide a uniform approach to debtor location
and recovery, they were only in draft form. The draft guidelines
covered important matters such as the use of commercial debt
location agencies, institution of legal proceedings and when
debts should be regarded as irrecoverable. The Auditor-General
suggested that, in the light of the debts due to the Commonwealth
and the desirability of streamlining arrangements for debtor
location and recovery, higher priority might be given to
finalising the Department's action.

13.4 In. June 1983 the Department advised that it had

concluded that it may be impracticable to set down procedures for
the uniform treatment of debtors across the whole range of
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Commonwealth departments' activities. It now considered that any
attempt at uniformity in that respect inevitably not only ran
into the differing needs and resources of individual departments
but also the nature of the debts concerned.

13.5 It was the Department‘s view that these were the sorts
of circumstances to which section 228 of the Audit Act 1901
(which cdeals with responsibilities of Permanent Heads for
implementing the provisions of the Act) is intended to apply.
Consistent with that view, the Department had approved the issue
of a new Finance Direction and Guidelines on debt recovery which,
it was hoped, would draw the attention of departments to
Permanent Heads' responsibilities for the issue of ongoing

suitable instructions to officers regarding debt collection and

debtor location,

13.6 The BAuditor-General's Office indicated that it would
continue to review during audits the adequacy of action taken by
individual departments for recovery of outstanding amounts. It
would also consider whether there was a need for further guidance
from the Department of Finance on the procedures to be followed
by individual departments.

Departmental Response

13.7 The Department of Finance felt that it was aifficult to
avoid the conclusion that the protracted examination of debtor
management issues undertaken. in recent years was the result of
unrealistic expectations that a unique and uniform policy and
procedural approach was a practicable solution, An inherent
barrier to a wuniform approach lies in the vast range of
circumstances in which Commonwealth debts are created. However,
the need to analyse debtor situations for the purpose of the
1980-81 survey undoubtedly prompted departments to examine
critically their respective debt management resources and
techniques, and the Department of Finance to examine critically
the uniformity question. This caused the Department of Finance to
abandon a uniform approach in favour of a ‘general ftramework'
approach as embodied in the (modified) Finance Directions and
Guidelines,

13.8 The Department of Finance believes: that the philosophy
underlying the enactment of section 2AB of the Audit Act in 1979
(devolving upon Permanent Heads responsibility for the: financial
management of their departments) is both appropriate for and
extends to, responsibility for cebtor management. Further or more
specific involvement or guidance by Finance in this area would,
of course, be considered in the context of any substantial common
need identified in the light of departments' experience within
the revised debt management framework recently promulgated under
the Finance Directions.
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Conclusion

13.9 The Committee has noted the Auditor-General's
expression of continuing interest in the adequacy of departmental
recovery procedures, The Committee is concerned at the freguency
with which this matter occurs in individual departmental audits
and will be looking for evidence that the revised debt management
framework cited by the Department of Finance is effective in
minimising the problem.
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APPENDICES

Ar

Items examined from the Reports of the
Auditor-General for the year ended 30 June 1983
and September 1983

Submissions from Departments and Authorities

Extract from Department of Social Security,
Unemployment and Special Benefits Manual

Department of "Social Security, selected
statistics on overpayments, pensions and
allowances

Overpayments by type of benefit

Overpayments - state comparison

Summary of Overpayments

overpayments raised compared with expenditure
on pensions benefits and allowances.
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APPENDIX A.

Items examined from the Reports of the Auditor-General for the
year ended 30 June 1983 and September 1983.

Department

Administrative Services

Attorney-General's

Aviation

Education and Youth Affairs

Finance

Immigration and Ethnic
Affairs

Industry and Commerce

Primary Industry
Social Security
Territories and Local

Government

Transpott:

Paragraph
1.2

25.1

25.1

25.2

14.1

‘15.1
6.1

25.1

20.3
22.2.
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Subject

Australian Government
Publishing Service

Fraudulent Negotiation
of Cheques

Bankruptcy Act 1966
Air Navigation Charges
- Domestic Airline
Operators.
Departmental Residences

Fraudulent Negotiation
of Cheques

Closure of Geneva
Accounting Office

Regional Office, Darwin
- Failure to Reconcile
Drawing Account

Fraudulent Negotiation
of Cheques

Recovery of Outstanding
Revenue, Debts and
Overpayments.

Adult Migrant Education:
Program

warehousing

Computerised Accounting
System

Fraudulent Negotiation
of Cheques
National Sports Centre

Tasmanian Freight
Bqualisation Scheme



preasury 2.3.11 Expendituces in Excess APPERDIX B
of Warrants of the
Governoz—Gene:al '
SUBMISSIONS FROM DEPARTMENTS AND AUTHORITIES
2.3.21 australian Taxation
office - authorisation

of Refunds t Department/authority pate of submission Fage
23.1 pivicends and Interest. . . X
withholding Tax . Dpepartment of administrative Sexrvices
- australian Government publishing
yeterans' Affairs 25.1 Fraudulent Negotiation Service 30 Nov 1983 61
of Chegues |

. Attorney-General’s pepartment
- Bankruptcy Act 1966 6 Dec 1983 73

. Department of aviation
- Air Navigation Charges for Domestic

Ajirline Operatois 9 Feb 1984 8l
- pepartmental Residences (a) 5 Dec 1984 85
! (b) 6 Dec 1983 92
' {c) 9 Peb 1984 94
' {d) 31 May 1984 99

. (e) 25 Jul 1984 101

i . Department of Finance
- Closure of Geneva Accounting Office 2 Dec 1983 103

~ Regional office Darwin
rFailure to Reconcile prawing Account 1 Dec 1983 107

. Department of Immigration and
gthnic Affairs
- adult Migrant Education Program 6 Dec 1983 109

. Department of Industry and Commerce
- Warehousing 19 Jan 1984 133

. Department of Primary Industry
- Computerisea Accounting System 5 pec 1983 138

. Department. of Territories and
Local Government
- National Sports Centre (a) 2 bec 1983 147
() 13 Feb 1984 152

. Depatrtment of Transport
— wasmanian Preight Equalisation 1 Dec 1983 159
Scheme

pepartment of the Treasury
- Expenditures. in Excess of Warrants 5 Dec 1983 163
of the Governor-General
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. Australian Taxation Office JOINT COMMITTEE OF PUBLIC ACCOUNTS

- Buthorisation of Refunds 2 Dec 1983 167
- Dividends and Interest Withholding . ! INQUIRY. INTO THE AUDITOR-GENERAL'S REPORT, SEPTEMEER 1983
rax 2 Dec 1983 169 SUBMISSION BY THE DEPARIMENT OF ADMINISTRATIVE SERVICES
General AUSTRALIAN GOVERNMENT PUBLISHING SERVICE (AGPS)
. 1. The Australian Government Publishing Service was established in
. Fraudulent Negotiation of Cheques 1968 to be the sole publisher of .all departmental publications and to
- Australian Feceral Police 23 Mar 1984 174 : arrange for their printing and distribution, to standardise style and
- Department of Education and Youth format and to determine the sale price and. numbers of publications to be
Affairs 2 pec 1383 185 printed for sale to the public..
- Department of Finance 2 Dec 1983 187 '
- pepartment of Social Security (DSS)  (a) 30 Nov 1983 194 ' 2. The. audit report on the Australian Government Publishing
(b) 3 May 1984 195 Service concerned three areas of responsibility, namely:
(c) 8 May 1984 197 A . .
(d) 18 Jun 1984 204. . Client Services and.Print Procurement Section - which is a
. (e) 12 Jul 1984 207 sub~section of the Publishing Section of AGPS and which has
~ Department of Veterans' Affairs 4 Dec 1983 223 the following goals and objectives:
- Other associated submissions To ensure, as far as possible, that the information being
. published for client departments. etc. is presented to its market at the
:Performance Monitoring Branch (DSS) 1 Jun 1984 224 optimum time, in a form that is appropriate and at a price that will
ensure the widest possible dissemination of the information.
tRecovery Overpayments (DSS) {a) 7 Jun- 1983 230 '
(b) 16 Jul 1984 234 . In achieving this goal a number of subsidiary objectives are as
(c) 4 Feb 1985 2317 follows:
:Issue of Replacement Cheques(DSS) 2 Jun 1983 241 ; a. Provide a sérvice to departments where Publishing
g Operations liaises: with departments, provides. advice on
. Recovery of Outstanding Revenue, Debts . publishing/printing matters. and arranges and manages
and Overpayments ' printing contracts for the production of clients needs.
~ Department of Finance 2 Dec 1983 245

b. Provide oversight and ¢ontrol of all work-in-progress
and assist departments in maintaining their publishing
programs.

c. Co-ordinate all functions of AGPS Publishing Section in
the maintenance of standards and scheduling of clients
work.

d. Development of contracts for direct use by departments
for glassesr of work not undertaken by the Publishing
Service.

e. Provide a single point of contact between the
Commonwealth and private contractors with staff with
technical/contractural expertise able to communicate
effectively on publishing/printing matters. including
future trends.

f. Maintain a register of contractors willing and able to
service the publishing/printing needs of the
Commonwealth.

. Government Printing Office - which is a Section of AGPS and
which has the broad function:

60 61




To operate efficiently and effectively printing,
micrographics and reproduction facilities to meet the
needs of Parliament and the urgent and confidential
needs of Government.

In fulfilling this function a number of subsidiary objectives

are followed:

followed:

a. provide an efficient facility to process the urgent and
confidential needs of Government. and' Parliament;

b. ensure that work thus processed is done as effectively
as possible, and that resources are fully utilised;

c. through effective management provide an opportunity
where staff will be trained and supervised in such a
manner as to ensure maximum input and allow personal
development within an occupationally safe environment;

d. maintain stocks. of consumable items and raw materials at
appropriate levels to meet production demands;

e. ensure that appropriate security is available for those
clients whose work is of a secure nature;

f. develop and maintain a close liaison with Parliament,
Parliamentary Counsel, Attorney-General's. and other
clients who deal with the Printing Office. {In some
cases this is done through monthly production meetings);

g. efficiently manage all the sub-sections which comprise
the Government Printing Office, Canberra;

Warks
Production Control

PPy
Micrographics/Plan Printing
Sub-printeries in Canberra
Copy Service;

h. maintain costs to budget targets; and
i. ensure industrial harmony.

. Sales and Distribution Section - which is a sub-section of
the Publishing Section of AGPS and which has the following
goals and objectives:

To implement the' AGPS marketing policies and objectives for
the retail and mailsales functions.

In achieving this goal a number of subsidiary objectives are
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a. To provide, through its bookshops, mail order and other
marketing arrangements, prompt and. convenient access to
Commonwealth Government Publications * published or
reprinted by AGPS. As its resources permit, AGPS also aims
to provide public access to the following:

(1) Publications of other Commonwealth Government
Authorities;

(11) publications to which there has. been a substantial
Commonwealth contribution;

(1ii) Selected publications concerning government in Australia;

(iv) Selecteu publications relating to Australia's discovery
and development

(v) Publications obtained through agency arrangements with
States, overseas governments and international
organisations.

b. To endeavour to conduct its sales operations without loss by
developing-and administering policies on pricing and by
assessing the market potential of publications to determine
the  quantities to be procured and the optimum handling
period. Where economic or desirable in order to achieve
maximum coverage, stock may be marketed at reduced prices.

¢. To provide Commonwealth Government departments with an
efficient central facility for the distribution of free
{ssue publications according to the availabjlity of
financial and. other resources. Such services may be
undertaken on behalf of other authorities of the
Commonwealth provided they are funded by the organisation
concerned.

d. To distribute deposit coples of its publications to the
Australian National Library in accordance with copyright
Law, to officially designatéd depository libraries and to
University libraries designated under the 'free Issue
scheme® and to other organisations as determined by
Government..

e. To compile and publish lists and catalogues of both for sale
and free issue publications in order that interested persons
may be informed as and/or before these publications are
published.

f. Within funding limits, to undertake sales promotion to
encourage sales of individual and groups of publications and
to extend public awareness of AGPS as a source of
publications. #here economic, sales promotion may be used to
clear stock at reduced prices.
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g. To regularly review its market assessments and sales
achievements for the purpose of maintaining economic
efficiency and to prevent excessive stock accumulations. As
resources permit, author departments should be- provided with
sales detail to assist them with their planning of future
publications.

*!Commonwealth Covermment publications' is defined as in
Section 11 of the Erwin Report extendéd to include forms and
legislation.

CLIENT SERVICES AND PRINT PROCUREMENT

3. The audit report indicated that there were several factors
leading to the failure to utilise effectively the annual publishing
program reguired to be submitted by departments and these were:

(1) delays by departments and authorities in submitting to
AGPS the Ministerially approved annual publishing
program;

(ii) the lack of formal instructions to guide staff in the
review and utilisation of the publishing programs, and

(iii) ineffective use in the forward planning of the
publishing programs submitted.

4. The requirement for departments to prepare annual publishing
programs is contained in AGPS Circular No. 26 issued on 30 September
1976. These circulars are promulgated by AGPS in accordance with section
25/27 of the Finance Directions issued under the Audit Act 1901. AGPS
Circular No. 26 was issued in response to Government decisions and which
were referred to in the then Prime Ministers letter to all Ministers
dated 16 September 1976. As stated in paragraph 2 and 3 of the Circular,
the Government of the day had expressed concern at the high level of
expenditure on publishing and printing, the procedures announced were
designed to enable savings to be achieved, and the objectives of the
changed procedures were, in part, to

. improve the forward planning of publishing requirements, and

. to assist Ministers in keeping publishing expenditures under
surveillance.

. AGPS. Circular No. 26 lists requirements which departments are
to follow in the preparation of their annual publishing programs, e.g.:

tparagraph 6. Each department is to prepare a publishing
program. for each financial year, normally in April. These
programs should cover all publishing projects upon which
commitments or expenditure will be incurred during the ensuring
financial year.
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paragraph 10. After receiving ministerial approval,
departmental programs are to be forwarded to AGPS. Subsequent
variations affecting the general nature and cost of
publications over $1000.00 should be notified to the Publishing
Service as soon as they occur with an indication of ministerial
agreement.

paragraph 11. AGPS will arrange a conference with departmental
officers as soon as possible after receipt of a program to
discuss the implications of each project and to plan action to
enable the program to be carried out efficiently and:
economically.

paragraph 12. Under the new arrangements AGPS will not normally
be able to proceed with publishing action until it has been
advised of ministerial program approval and has full and
up-to-date details of the proposed publication including funds
available (requisition mumber and amount allocated)
departmental authorisation and intended free distribution.

6. One of the purposes in requiring departments to provide their
approved annual publishing programs to AGPS by April of the financial
year preceding the financial year to which the program relates is to
enable AGPS to use it as a planning document particularly in relation to
the management of resources to meet the services required of AGPS by its
clients.

7. AGPS' fully supports the Audit finding that one of the factors
leading to the failure to utilise effectively the Annual Publishing
program is the delay by departments and authorities in submitting to AGPS
the Ministerially approved annual publishing program. Indeed, in his
report to this department on the operations of AGPS, the Auditor-General
indicated that for the 1981-82 Pinancial year 21 out of the 37
Departments and' Authorities examined had not submitted their annual
printing programs to AGPS before the start of that financial year. More
recent statistics show that 3 Departments and Authorities had submitted
their annual publishing programs for the 1983-84 financial year to AGPS
by the end of April 1983 (see details in Attachment II to this paper).

8. It should be noted. that AGPS management has accepted the
Auditor-General's suggestion that there should be formal instructions to
guide staff in the review and utilisation of the publishing programs.
These internal instructions are currently being drafted and it is
expected that they will be issued by the end of this calendar year. AGPS
management has also indicated that an amendment to AGPS Circular No. 26
is to be issued early in 1984 to include a clearer statement of the need
for and' date by which departments and authorities are to submit their
annual publishing programs to AGPS.

9. AGPS management has instituted a system of follow-up in
relation. to departments and authorities which are slow to lodge their
programs and has taken note of the recommendation contained in paragraph
2.44 of the 204th Report of the Joint Committee of Public Accounts that:
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'(iv) the procedures departments must follow in procuring
printing are to be stated in unequivocal terms.
Inspection mechanisms should also be in place to ensure
that the requirements are observed (paragraph 2.36),'

and proposes to re-issue AGPS Circular No. 26 early in 1984, so that it
reflects this recommendation.

1o. It must be stated that it is considered that the promulgation
of AGPS circulars and internal instructions will not, of itself, achieve
the desired change in the attitude of departments and authorities to the
preparation and submission of annual publishing programs. However, AGPS
will step up its follow-up procedures and will draw to the attention of
departments and authorities this criticism by the Auditor-General.

11. Further observations of the Client Services and Print
Procurement sub-section were confined to the arrangement of printing for
clients and were that:

(i) for tasks allocated to private printers it was not
always evident that the Government Printer had been
considered

(i1) procedures had not always been followed for recording
the progress of work. with printers

(iii) departmental requests for publications were not, in some
instances, co-ordinated with the Publishing. Standards
and Design areas and with the Sales and Distribution
areas.

(iv) In some instances contracts had been signed by persons
without authority and contracts had been. let by
quotation in excess of prescribed limits, and

{v) delays of up to five months had occurred in certifying
claims from private printers.

12. #ith reference to the first of these observations, AGPS
management recognises the need to ensure that the capacity of the
Government Printing Office is effectively utilised and has now instituted
procedures whereby the Client Services and Print. Procurement sub-section
is required to offer all work to the Government Printing Office, and
evidence of the Government Printing Offices response is rétained on the
relevant CS&PP flles. This action in itself will not however ensure full
use of Government Printing Office resources. As a further measure, it is
intended, in the proposed re~issue of AGPS Circular No. 26, to notify
departments that the present $10 000 threshold above which departments
must offer general printing work to the Government Printing Office is
being reduced (to a figure yet to be decided).

13, The second and third of these observations deal with lack of
procedures and failure by staff to observe procedures. AGPS management
has advised that re-organisations of the CS&PP section were approved on
4 November 1982 and 30 May 1983 and that this establishment, when fully
staffed, will provide the capacity for improved supervision of staff. The
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problem of insufficient written procedures is one common to many areas of
the AGPS operations, AGPS management sought additional permanent and
temporary positions to counter this problem in the Department of
Administrative Services' bulk establishment bid for 1983-84, However,
discussions have not yet been finalised between the department and the
Public Service Board on this matter.

14, The fourth of these observations deals with incorrect use of
delegations and improper purchasing procedures. AGPS management has
advised that delegates have been reminded of their responsibilities and
that purchasing systems have been tightened to ensure that orders are not
let unless the proper procedures have been followed. Improper purchasing
procedures were also mentioned in the Auditor-General's report to AGPS in
relation to the use of a courier service by the Sales & Distribution
sub-section (see Attachment I - paragragh 30.1). In addition to the
response made at the time (Attachment I - paragraph 30.2 refers) AGPS
management has advised that the officers concerned have been suitably
reprimanded.

15. The fifth of these observations drew attention to delays in the
processing of claims from private printers for work undertaken in
accordance with contracts placed by AGPS on behalf of client departments.
AGPS management advises that it expects claims from private printers to
be certified by CS&PP staff and forwarded to client departments for
payment within one week of receipt. The supervising officers concerned
have been reminded of this requirement.

GOVERNMENT PRINTING' OFFICE

16, The audit observations in relation to the Government Printing
Office concerned costing and revenue collection procedures and. were:

(i) controls were not adequate to ensure that the calculated:
costhof material included all reguisitions and issue
vouchers

(ii) staff in the Productibn Control Centre responsible for
quotations for printing jobs were not informed of
changes in rates and on-costs, and

(iii) collection procedures were inadequate as debtors
(ijncluded many with balances outstanding in excess of 90
ays.

17. AGPS management has accepted the suggestion contained in the
first of these observations and has informed the Auditor-General of the
procedure being introduced to overcome the problem. (See Attachment I to
this paper - para 14.2.)

18. In relation to the second chservation, AGPS management has
advised that rate variations of" this nature are promulgated in rates
booklets and. the Manager, Production Control has confirmed that these are
made available to the estimators concerned at the time of the variation.
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19. AGPS management {s of the opinion that the wording of the third
obsegvation in this section is not an accurate reflection of the current
position. It is accepted that there are overdue debts in excess of 90
days in the current debt balance but the great majority of these were
incurred, as the Auditor-General observed in his report to AGPS, in the
period before the present procedures for accounting for and follow-up
outstanding debts were introduced. The situation is that since these
changes in procedures were' introduced the. debt balance has decreased from
$(M)4.736 at 31 July 1980 to $(M)2.870 at 13 November 1983 and the SO
days. and over segment of these balances has decreased from $(M)1.501 to
$(M)0.317, and this has been achieved at the same time as annual sales
have increased. from $(M)21.103 for the 1980-81 year to $(M)25.264 for the
1982-83 year. Moreover $1 250 000.00 working capital was repaid from the
Government Printer Trust Account to: the Consolidated 'Revénue Fund on

12 September 1583. while there are several reasons for this saving, the
major reasson- is the reduction which has been achieved in the debtors
account during recent years. Some of this reduction is no doubt due to
the action of the Joint Committee of Public Accounts. in seeking responses.
from departments in relation to. the preparation of the 204th Report. In
addition, a re-organisation of the AGPS Finance section was. approved on
29 May 1983 and,. among other things, this will allow some additional
resources to be allocated to debt management. It should- alsc be noted, in
the context of the Government Printer Trust Account paying its way, that
the 1982-83 trading result was a profit of $73 764.

SALES AND DISTRIBUTION-

20. The observations in relation to the Sales and. Distribution
sub=section centred upon deficiencies in .stock control and includes:

(i) at the time of audit, management reports of slow moving
stocks and minimun stock levels had not been produced by
the computer based inventory control system.

(i1) discrepancies in stock receipts bayond accepted
tolerances went undetected;

(1ii) information. on stocks recorded within the computer
system was unreliable;

(iv) delays occurred in processing ordersrfor pubfications;

(v) orders outstanding for léng periads were not followed'
up, and'

(vi) some sales made by credit were unrecofded and not.
recovered,

2%. while AGPS menagement is of the opinion. that the form of report
referred to in the first cbservation is nét appropriate in all cases
(e.g. legislation is subject to a reprint program directed by the.
Attorney-General's Department, and a. form of stock activity report is
obtained for forms and those publications likely to. require
replenishment), nevertheless ways to improve inventory management
tectiniques are being examined. This will involve programming changes in
the -computerised. stock inventory system and this will be done as staffing
‘resources permit.
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22, vith regard to the second cbservation, AGPS management advises
that procedures for dealing with this aspect of stock control have been
in place for many years, and that these procedures require the completion
of a separate discrepancy advice whenever the quantity received as
compared with the quantity ordered is outside the acceptable tolerance
limits. Staff have been reminded of these requirements.

23. The Auditor-General has been advised of corrective action taken
in response to the third observation (See attachment I to this paper,
paragraph 23.1).

2%, AGPS management has advised that delays in the processing of
orders of the nature observed by the audit team are unacceptable. The.
Oirectors Publishihg, and Finance and: Personnel have been directed to
ensure that such controls are introduced as will prevent a repetition.

25. The. matters referred to in the fifth observation on the Sales
and Distribution sub-section are the subject of a proposed examination of’
all stores accounting methods and procedures used in that sub-section..
This. examination is an. essential part of the review of all commercial
accounting procedures. associated with the operations of the Publications
Trust Account. and is necessary to ensure that these procedures are in
accordance with the guidelines for the Form: and Standard of Financial
Statements. of Commonwealth undertakings issued by the Department of”
Finance in May 1983, and will be auditable under section 41D of the Audit
Act - 1901, The objective is to complete this review in time to ensure
that such procedural amendments as are found to be necessary may be
introduced from the start.of the 1984-85 financial year.

26. Procedures. have been implemented to.ensure that the deficiency
highlighted in the sixth observation does not recur - (See Attachment I
to this paper, paragraph 32.1).

REPLY TO THE. AUDIT REPORT

27. The Auditor-General, in his Report. dated September 1983, noted
that the reply from AGPS in response to his representations dated 31 May
1983 had not been received. AGPS management have advised that a
comprehensive response was sent. to the Auditor-Genmeral in September 1583
and a copy of' that response is at Attachment I to this paper. Close
attention will be paid in. future to ensuring that responses to Audit
reports are provided by the. due date.

SUMMARY

28. The Australian Government.Publishing Service was established by
Government. in 1968 in response to recommendatioms contained in the Report
of the Joint Select Committee on Parliamentary and Government
Publications (1964) and: to co-ordinate and standardise government
printing and: publishing. Prior to that. date the publishing function was
performed by each' department with consequent duplication. of effort and
non<standardisation of" Government. Fublications.

25, The Publishing and Printing Sections of AGPS have continued to
operate since 1968 from different locations with detrimental. effects on
the operations of' AGPS as a corporate entity. This factor was recognised
by the Joint Management Review conducted in 1976 and more recently in the
response by the then. Government to- the recommendations of the Sixth
Special Report of the Joint Committee on Publications (1978).
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30. This department has recognised the need for the strengthening
of the Senior Management Structure of AGPS and proposals for the
re-organisation of the senior levels were approved on 18 October 1982, 27
April 1983, 25 May 1983 and 4 August 1983.

31. This re-organised management team, althoygh not complete
because of the lead times required under Public Service procedures to
recruit and promote staff, is carrying out a series of projects designed
to improve the level of service provided by AGPS to Parliament, client
departments and authorities, to adopt more commercially based management
information and operational systems and to provide for more effective
communication and liaison with clients. As. examples the following major
projects are being pursued at present:

. Design List 'A' proposal for 1983-84 to provide.for
co-location of all sections of AGPS within the Government
Printing Office complex. This is possible because technical
advances; have been Introduced in the printing process and as
a result less space is now required for the factory-type
function, This project is seen as important because, when
implemented, it will enable. all sections of AGPS which, for
operational efficiency, need to be in close proximity to one
another, to be co-located for the first time since AGPS was
established;,

. Bn Internal Management Review of AGPS due for finalisation
of recommendations by January: 1984. This review: is being
conducted by AGPS. with. a view to. ensuring that its resources
are organised in the most appropriate form to meet the needs
of' its clients and to carry out the policy directives of
Goverment;

. The introduction of computerised management information and
operational systems. This is a leng term project and a
review team has been established and is at present preparing
an AGPS systems master' development plan including.
feasibllity studies of alternate. strategies;

. A major typesetting review, designed to ensure that AGPS'
keeps pace with developments in this field both. from the
point of view of client demand and the best' methods and most
up-to-date technology to rieet these demands;

. A major review of accounting and stores procedures for the
operations funded from: the Publications Trust Account to
ensure that the form of accounts is auditable under section
41D of the Audit Act 1901;

. A review of pricing policles designed to ensure that the
capacity of the Government Printing Office - limited: to that
necessary to meet the needs. of Parliament and the urgent. and.
confidential needs of Government - is effectively utilised;
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. A raticnalisation review of Covernment Printing operations
in Melbourne in the light of the Government decision to.
transfer the operations of the Defence Printing
Establishment located at Brunswick to this department.
Executive Council approval for this transfer was given in
January 1983;

. The continuing review of departmental in-house printing
facilities by the Print Resources Rationalisation Group;

. A market research survey to help plan the improvement of
bookshop services to the public;

. Reviews flowing from the Recommendations contained in the
204th Report of the Joint Committee of Public Accounts and
tabled in Parliament on 19 October 1983.

32, In summary, AGPS management is striving to improve the
efficiency and effectiveness of the operations under its control and is
giving close attention to the points made in the Auditor-General's
reports as well as to matters raised by the Joint Committee of Public
Accounts. Limiting factors on the speed at which new procedures can be
introduced are the lead times involved in achieving staffing
re-organisation within the Australian Public Service and staff ceiling
restraints which mean that the AGPS Branch of the Information Services
Division has to compete with other areas of the department, most of them.
carrying out service delivery functions, for the allocation of staff
TESOUTrCeS.

30 November 1983
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DEPARTMENT OF ADMINISTRATIVE SERVICES
AUSTRALIAN GOVERNMENT FUBLISHING SERVICE

Attachments I and II may be found on Joint Committee of
Public Accounts File 1983/8, Ppart B.
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JOINT COMMITTEE OF PUBLIC ACCOUNTS
INQUIRY INTO THE AUDITOR-GENERAL'S REPORT FOR THE YEAR ENDED
SEPTEMBER 1983

SUBMISSION BY THE ATTORNEY-GENERAL'S DEPARTMENT

Prior to the changes in Ministerial arrangements of May 1982, the Bankruptcy
Official Receivers Information System (BORIS) project was the responsibility
of the former Department of Business and Consumer Affairs (BACA).

2. Delays in implementation of the BORIS computer based accounting and
statistical system fall into the following broad categories: delays. in
the tender process; delays in site preparation; delays by the software
contractor; and delays caused by union action. Each of these categories
will be dealt with separately in detail:

Delays in the Tender Process

3. A feasibility study report for the Bankruptcy District of NSW and the ACT
was forwarded to the Inter-Departwental Committee on ADP (IDC) on

12 January 1979 under cover of a memorandum requesting support for the

issue of a Request for Tender (RFT).

4, Feasibility study reports for the remaining Bankruptcy Districts were
forwarded to the IDC on 23 March 1979, again under cover of a memorandum
requesting support for the issue of a RFT.

5. On 23 April 1979 BACA wrote to the IDC indicating the urgency of the
proposal.

6. On 22 May 1979 verbal advice was received that the Management, Systems

-and Efficiency Division (MSE) of the Public Service Board would support

the BACA proposal.

7. The IDC agreed at a meeting on 13 June 1979 to support the BACA proposal.
BACA representatives at the meeting were advised that the delay in presenting
BACA's proposal to a meeting of the IDC was due to concern within the PSB
that the solution to the Bankruptcy Branch's problems was stand-alone
word-processing and modern accounting: machines, not integrated Data
Processing/Word Processing.

8. The draft RFT, together with formal IDC support and a Procurement
Demand were forwarded to the Department of Administrative Services (DAS)
on 29 June )979.

9. The RFT was released by DAS on 23 August 1979, with. a closing date
for tenders of 16 October 1979.

10. During the first. few weeks after the release of the tender, several
prospective tenderers requested further information. DAS consequently
extended the closing date for tenders to 13 November 1979.

11. DAS referred the tenders to BACA in mid-December 1979. BACA
commenced tender evaluation in January 1980, BACA was unable to obtain
£irm guidelines from either DAS or 'the PSE on the tender evaluation.
Specifically, BACA had sought advice on the following points:
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(a) Could BACA shortlist the tenderers? (In BACA's opinion a minority
of tenderers were unable to provide the hardware required);

(b) Was it essential to obtain a fixed price for software development?
(All but two of the tenderers had terdered time and materials).

12. To enable the shortlisted tenderers (8 out of 12) to provide a fixed
price for software development, BACA produced a detailed specification of
requirements. BACA forwarded this document to DAS on 23 April 1980, for
issue to the shortlisted tenderers. DAS issued the document (unaltered)
to the shortlisted tenderers on 22 May 1980, requesting a fixed-price
tender for the software development by 19 June 1980.

13. BACA commenced evaluation of the software tenders in July 1980, 1In

the absgnce o{f any guidelines, BACA forwarded a description of its proposed
evaluation criteria to the MSE. The MSE advised that the proposed approach
would meet its requirements. The draft report, however, did not meet

the MSE's requirements and it was re-drafted at the MSE's direction. A
final tender evaluvation report was forwarded to the IDC on 19 September 1980.

14. In early Novgmber 19§0 tl)e MSE, acting on behalf of the IDC, asked
BACA for further information in relation to the rejection of one particular
tenderer. BACA resporded to that request on 12 November 1980.

15. On 24 November 1980 the IDC gave its formal support to BACA's recommerdations
for the awarding of the contract. DAS was formally advised of the IDC support
on 2 becember 1980.

16. On 13 January 1981 DAS asked four of the tenderers to re-validate their
prices, The Minister for BACA approved in principle the acquisition of the
hardware and software on 14 January 1981.

17. .The re-validated prices were referred to BACA in early March 1981.
BACA's comments con the re-validated prices were forwarded to DAS on
12 March 1981.

18. DAS notified the successful tenderer, Datec Pty Ltd, by telex
on 31 March 1981.

19, At this stage, contract negotiations were delayed for about three
months by the imgending Review of Commonwealth Functions report and
recomendapons. Consequently, Datec Pty Ltd did not commence work
on the project until July 1981.

Delays in Site-Preparations

20,  BACA had not submitted estimates to the Department of 2dministrative
Services for site-preparations for the installation of the BORIS computer
equipment.  Consequently, there were delays in some States in cbtaining
tt}e necessary funds. The first site to be completed was Sydney, where
site-preparation was finalised in December 1981,

21. Delays were also occasioned by plans to relocate the Official Receiver's
Offices in Brisbane (removal date 27 November 1982) and Melbourne (removal
date 23 May 1983).
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Delays by the Software Contractor

22. Datec Pty Ltd contracted to develop the BORIS system in accordance
with its own Universal Documentation Standards. Under those standards,
Datec Pty Ltd seeks to document each stage of the project development
in a series of manuals (Manual. A, Manual Bl, Manual B2 and so on}.
Each manual- is formally accepted by the customer before Datec Pty Ltd
proceeds to the next stage.

23. Manual A is a statement of the user's requirements. Datec Pty Ltd
agreed that the detailed specification of requirements prepared by BACA
and distributed to shortlisted tenderers in May 1980 went most of the
way to fulfilling its Manual A requirements. Consequently, Datec Pty Ltd
commenced work in July 1981 on Manual Bl - a detailed system analysis in
non-technical terms.

24. Three members of BACA's project team worked with Datec staff on

the preparation of the Manual Bl. After two weeks, the BACA officers
expressed dissatisfaction with Datec's Project leader, They considered
that he was not conversant with the detailed requirement specification
prepared by BACA and seemed to lack basic management skills. BACA

voiced its concern about the project management to senior Datec management
at the regular progress meetings.

25, A draft Manual Bl was forwarded to BACA in September 1981. The Manual
Aid not conform to Datec's. own standards anG it was returned to Datec Pty Ltd
for rectification.

26. Several draft Manual Bl's were submitted for consideration during
October/November 1981 but were rejected because of considerable omissions
and deficiencies. At the end of November 1981, Datec Pty Ltd reluctantly
agreed to replace its Project Leader.

27. Following the changes to Ministerial arrangements in May 1982,
BACA was abolished and the BORIS project became the responsibility
of the Attorney-General's Department. A version of the Manual BL
was formally accepted by the Attorney-General's Department in May 1982,

28. Mr Paul Okkerse of Coopers & Lybrand, Chartered Accountants, Sydney,
was engaged to carry out an implementation audit of the BORIS project

in June 1982, He submitted his final report on 12 October 1982. One
of his major recommendations, set out in an interim report of 3 September
1982, was for the Department to proceed with a phased implementation of
the BORIS system instead of the proposed completion of the system
secquentially in each office.

29. Datec Pty Ltd had previously divided the software development
into four arbitrary phases, the satisfactory completion of each Phase
representing a payment point to Datec Pty Ltd. Mr Okkerse recommended
that the content of these Phases be revised to allow for his suggested
implementation of the system.
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30. The Department accepted Mr Okkerse's recommendations. in: November 1982.

At that stage, Datec Pty Ltd had completed the first version of the Phase 1
software in aocordance with the original specifications. Accordingly, the
Department agreed to test, accept and pay for the Phase 1 software in accordance
with the original arrangements. The additional programs required to enable
th% Phase 1 software to be implemented were referred to as the Phase 1A
software.

31. Datec Pty Ltd handed over the first version of the Phase 1 software

for acceptance testing on 25 OCctober 1982. The sixth version of the Phase 1
software was formally accepted by the Department on 14 January 1983. The
following factors contributed to the delay in obtaining a satisfactory
version of the Phase 1 software:

(a) Datec Pty Ltd did not clarify processing rules with the
Department before commencing the programming of Phase 1.
Many of the precessing rules adopted by Datec Pty Ltd were
unacceptable and had to ke amended;

(b) There were numerous errors in the software. It appeared to
the Departmental project team that Datec Pty Ltd had not
tested the software, or had at best tested the software only
cursorily, before harding it over to the Department for
acceptance testing;

(¢} As opposed to actual errors, there were many ancmalies and
inconsistencies;

(d) The correction of scme errors, and the amendment of some ;
processing rules, gave rise to further errors and inconsistencies.

32, Version 1 of the Phase 1A software was handed over to the Department
for acceptance testing in February 1983. The problems experienced in
testing the Phase 1 software were again encountered and it was necessary
for Datec to produce nine versions of the Phase 1A software before a
satisfactory version was available on' 27 June 1983.

33. A successful pilot implementation of the ‘Phase 1 and 1A software
was carried out in the Official Receiver's Office, Hobart, in July 1983.
The software has subsequently been implemented in the Adelaide and Perth
Offices.

34, Version 1 of the Phase 2 software was received on 28 September 1983.
The Departmental project team is currently testing version 4, which was
received on 29 November 1983.

35. The errors and inconsistencies discovered to date have been,

for the most part, relatively wminor ones. There is no evidence of

the types of problems which led to so many delays in the development

of the Phase 1 and 1A software, and an acceptable version of the Phase 2
software should be available by the end of December 1983.
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36. Officers of this Department met with a representative of the Federal
Council of the Australian Public Service Association on 17 August 1983.
The Asscciation's representative expressed concern at the Department's
proposal that some data input to the BORIS system, albeit a minimal
amount, would be carried out by Third Division staff, APSA regards data
input as the exclusive province of Fourth Division staff.

37. The NSW Branch of APSA carried out a workplace inspection of the
Official Receiver's Office, Sydney, on 15 September 1983. At a meeting
of APSA members in the Official Receiver's Office on 19 September 1983,
the £ollowing work bans and restrictions were imposed:

(a) Members would not participate in. the training or operation
of the BORIS system; and

(b) Members would no longer operate the word processing machines
which were being used in the office.

38. A further meeting was held between officers of this Department

and the representative of the Federal Council of APSA in Septenber 1983.
The Asscciation's representative stated that the Association's stance
on the issue of data input by Third Division staff was non-negotiable.
He implied that if the Department could resolve the data input issue to
APSA's satisfaction, the other issues raised in Sydney would not prove
to be impediments to the implementation of the BORIS system and the
operation of the word processors.

39. Officers of the Department met with the Federal Secretary of APSA,
the Secretary of the NSW Branch of the Association and other APSA
representatives in Sydney on 28 October, At that meeting APSA's Federal
Secretary stated that the ergonomic issues were the crucial issues and
that in the context of the work bans, the data input issue was a
peripheral issue..

40, On 21 November 1983 the Department wrote to the Federal Council
of APSA outlining a course of action in relation to the health and
safety issues, but declining to accommodate APSA on the data input
issue.

41, At the Department's request, the Department of Industrial Relations
carried out a working environment study of the Official Receiver's
Office, Sydney on 28/29 November 1983. The study team’s report should
be available within two weeks.. The Department is currently liaising
with the NSW Branch of APSA on the purchase of ergonomically designed
furniture for BORIS work stations.

42, Other offices have not been affected except for Melbourne where
the health and safety aspects were identical to those in the Sydney

office. Use of the machine in Melbourne has been suspended until the
problems in the Sydney office have been resolved.

43, The first hardware was installed in Sydney in December 1981. From

April 1982 the machine was used for word processing and, since July
1983, it has been used regularly by Datec for software development.
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44. The equipment has not been lying idle. The machines in Sydney,
Adelaide, Perth and Hobart were all in partial use (Phase 1 and the

W.P. facility as well as training) until union action was taken (see above)
which has caused, and is continuing to cause, delay in Sydney. The same
union action is now preventing use of the machine in Melbourne. The machine
intended for use in Brisbane has been installed in Canberra since September
1982 and has been in constant use by the Departmental project team for
software testing and. training.

Cammon_Investment Fund

45, The Auditor-General commented that the present system of banking in
South Australia and Queensland is in breach of s.sec. 20B(5) of the Act
in that the Official Trustee is not maintaining one account for each of
the Bankruptcy Districts being administered by the Official Receivers

in Adelaide and Brisbane.

46. To correct this situation the Inspector-General issued on 22 August
1983 a fresh direction under s.sec. 20B{4) of the Act requiring that the
Official Receiver in Adelaide maintain separate accounts for the Bankruptcy
Districts of South Australia and the Northern Territory and that the
Official Receiver in Brisbane maintain separate accounts for the Bankruptcy
Districts of Northern Queensland, Central Queensland and Southern
Queensland.

47, There is an extra cost and administrative burden involved in having
to administer multiple accounts in the Official Receivers' Offices
concerned and accordingly amending legislation is under consideration
to permit each Official Receiver to maintain cne account for all of the
Bankruptcy Districts administered by him, subject of course to proper
internal controls being maintained.

48. Separate accounts are now being operated for each of the bankruptcy
districts in Queensland. Delays involving the printing of cheque forms
have been experienced in Adelaide and separate accounts came into operation
only this week.

Trustees' Accounts

49, fThe arrears in the filing of trustees' accounts is really a matter
which, although the subject of long standing Departmental concern, is

very difficult for the Department to control. The problem is that there
is very little a Registrar in Bankruptcy can do, short of applying to the
Court for deregistration, to force a registered trustee to file his accounts
on time. In any event it is most unlikely that the Court would order the
removal of a trustee for failing to file accounts promptly. The arrears
are not really arrears of work in the Bankruptcy Registry but arrears of
the registered trustees who have failed to file accounts. The regulation
of the activities of registered trustees in bankruptcy is a matter that the
Department has under consideration in a much wider context and it may be
necessary to widen the regulatory role of the Registrars in Bankruptcy

and of the Inspector-Gereral in Bankruptcy in order to provide a complete
remedy to the problem.
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Distribution of Dividends

50. The distribution of dividerds and the accumulation of large amounts
in the Official Receivers' trust accounts has been a problem for some
years now because staff restrictions and the increasing workloads have
caused the Official Receivers to give a low priority to dividends.

Sl. The fact that the Bankruptcy Branch. has been operating under severe
difficulties has been stressed in every annual report on the operation

of the Bankruptcy Act since the annual report for the year ended 30 June
1978, The task force to which the Auditor—General's report refers commenced
work on the backlogs of work in February this year.

52. While the Official Trustee continues to receive an average of 343
estates per month, and administers 19,572 estates (as at the 30 September
1983), the number of those estates with trust account balances decreased
from a monthly average of 10,098 during the pericd July to December 1982,
to 7,457 at 30 September 1983. This represents a decrease of 25.3% over
that period in the number of trust account balances. However, the total
amount held in. those accounts has not been reduced accordingly. The amount
fell from $12,388,292 in December 1982 to $11,985,906 at the end of
September 1983 - a reduction of only 3.3%. This indicates, possibly,
tl'.tat a large number of the balances distributed were below average in
size and the action in many cases consisted simply of taking fees; but
it also, no doubt, reflects the increase in realisations of estate assets
brought about by the employment of the Task Force.

53. It is expected that as the full implementation of BORIS approaches
and the task force realises its full potential, the rate of clearing
the trust account balances will be greatly accelerated.

54. Since its inception the task force has paid a total of 290 dividends
involving a distribution of funds totalling $1,703,160 and taken total
fees of $363,322 in 1075 estates. A table is attached which gives complete
details of these distributions on a state by state basis.
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DIVIDENCS & CLOSURES OF

ESTATES
FOR THE PERIOD FEB 83 - 30.9.83

(FEES ONLY. TAKEN)

DIVIDENDS FEES ONLY
DISTRICT PERIOD o Moo ¥ AM0UNT
NSH & ACT 81 ~ PRESENT 38 342 990 93 18 139
76 - 80 23 355 876 6 16 775
70 - 75 1 1727 3 593
ERE 1970 - - - -
VICTORIA 81 - ERESENT 5 66 295 8 8 873
76 ~ 80 L 684 - -
70 - 75 1 30 306 - -
ERE 1970 - - - -
SA & NT 81 - PRESENT 3 3 561 5 4 637
76 - 80 4 8 616 8 15 048
70 - 75 - - - -
PRE 1970 - - - -
QUEENSLAND S.C. & N | 80 - June 1981 12 84 277 215 43 785
@ 80 -83 124 464 381 499 229 197
75 79 a1 135 314 a1 17 410
70 74 5 8 907 13 5 056
PRE 1970 2 17 986 - -
s 81 - PRESENT - - - -
76 - 80 2 160 263 21 3 027
71 - 75 4 20 324 6 701 i
BRE 1971 1 1653 3 81
TOTAL 200 [1703160 | 1075 363 322
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JOINT PARLIAMENTARY COMMITTEE OF PUBLIC ACCOUNTS

Inquiry into the Auditor-General's Report, September 1983
Submission by the Department of Aviation on the Control of

Air Navigation Charges Collection for Domestic Airlines

Introduction
The Auditor-General's Report to Parliament stated that:

"It is of concern that the Department has only recencly taken

action to put in train test checking to ensure that charges payable
by domestic operators under the Act are effectively controlled.

It is also of concern that an ADP system is only now being developed
and will take some two years to implement. In view of the substantial
revenue obtained from domestic air navigation charges it has been
suggested to the Department that it review its priorities in this
regard.'

Present Deparremental Position

2. In July 1983, a Departmental Steering Committee convened to examine
the feasibility of developing alternative Air Navigation Charges (aNGs)
verification procedures identified a long term solution involving the
development of an ADP based information and data verification system.

3. Subsequently, the Government taook an in-principle decision to
introduce separate airport and airways charges to recover the costs
associated with the use of airport and airway facilities. Consultants
have been engaged to examine how best to implement this system, and

are to report im January 1984. A copy of the terms of reference for the
consultants' is attached.

4. In undertaking their tasks, the consultants will be required to
examine and report. on administrative and other arrangements needed for
the operation of any recommended charging system. Included in this

is the need for the requirements of the Audit Act to be met. The
consultants have been asked to ensure that arrangements. identified

to be implemented with the new charges will be applicable to existing
ANCs.

5. The Department has now also moved to acquire interim computing
facilicies in the Regions and Central Office pending major enhancement
of its general computing network. This interim equipment is scheduled
to be on hand by January 1984.

6. Subject to the. findings of the above mentioned consultancy, it may

be possible to introduce appropriate auditing arrangements,using the
interim computing facilities,earlier than was previously envisaged.
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Background

7. Since the early 1960's, two methods of assessment of domestic
airlire Air Navigation Charges (ANCs) have been used. Initfally ANCs
were assessed from returns submitted by various Flight Service /Air
Traffic Control Centres. These returns were compiled from flight strips
on which operational flight data was recorded.

8. Agreement was reached in 1963/64 with the Auditor-General's Office
to dispense with the then existing system and replace it with one in
which the domestic airlines submit returns to the Department. The
purpose of the change was to streamline the .existing system, which in
turn resulted in significant cost savings through a major reduction in
staffing levels. )

9. Since that time a number of supplementary checks have been undertaken
in an attempt to verify the validity of the airlines' returns:

(a) 1In 1965, checks were introduced whereby 10% of domestic airline
flight strips at all airports where f£light control facilities
were provided were scrutinised.

(b) 1n 1967 it was. agreed with the Auditor-General's Office that
the extent of these checks was excessive. 1In lieu, it was
agreed to cover three days of f£light strips for any one month
for one airport or, alternatively, one day per month for
three airports.

(e) 1In 1972 the Auditor-General's Office agreed to the introduction
of sample checks based on published airline timetables.
These checks were to be made twice a year, on each occasion
covering a one week period. However, this method of checking
proved to be unsatisfactory because of the wide variation
between the published timetables and the actual number of flights
operated.

(d) 1n 1974 the Department reverted to using data extracted from
flight strips to make sample checks. This involved the
recording, on several occasions,of aircraft movements over one
24 hour period at major airports.

10. The matter was also raised in the Auditor-General's report to
Parliament of March 1981 which stated that:

""Present procedures provide for the calculation of air navigation
charges on the basis of returns of aircraft movements. submitted

by domestic operators. Independent data is not available to

allow verification of these returns by the Department. Except. for
checks. of arithmetical accuracy and spot checks of returns from

small operators the returns submitted by airlines are accepted
without check. Representations were made to the Department. on

6 February 1981 concerning the lack of effective controls to ensure
that. all charges payable in accordance with the provisions of the Air
Navigation (Charges) Act are received."

82

11. In response to the Auditor-General's comment a Departmental
Steering Committee was formed to examine the feasibility of developing
alternate procedures to enable the Department to verify the level

of air navigation charges paid by the domestic airlines.

12, Formation of the Steerimg Committee and commencement of work was
hindered by a shortage of suitable staff to perform this function.

It will be recalled that the Independent Air Fares Committee (IAFG)

was established in 1981 shortly after the first Auditor-General's report.
From a very limited number of officers within the Department with
appropriate experience, two were seconded to assist in the establishment
of the IAFC.

13. It was not possible to recruit alternative staff in the time
available to allow work on the audit report to be progressed as quickly
as intended.

14. The Committee met on a number of occasions between August 1982 and
July 1983. Of the options to overcome the problems which were examined
by the Committee, a number were discarded since they were based on
information supplied by the airlines or rejected as being too labour
intensive. After extensive examination the Committee concluded that
the difficulties could be overcome by the development of an ADP system
to process sufficient £light information from Departmental Operational
Control centres to verify the ANCs paid by the domestic airline
operators.

15. The Steering Committee estimated that the development and
implementation of this optiom, including the introduction of a program
to generate bills to the airlines would take approximately twelve
months. However, combined with the timing of the Department's major
ADP re-equipment proposal, it was not deemed practical to have the
proposal fully implemented until mid/late 1985.

16. However, it was recognised that an interim solution should be
implemented and operated until the longer-term solution became
operational. The Department has therefore introduced a system of
periodic audit of operators’ records to validate ANCs.

17, The interim system is based on sample audit of flight records
prepared by airline flight crews. These records are used by the
airlines for such functions as recording aircraft hours, maintenance
control and calculations of flight crew allowances and salaries, and
are subject to the strictest control by the airlines as a primary
operational record. While conceding that these documents could not be
strictly described as independent because they are not generated

within the Department, it is nevertheless considered that they are
reliable records of aircraft movement and therefore provide an effective
interim basis for validation of ANCs by sample checking.

18, A recent audit of the records of TAA and Ansett Airlines for 1982/83
revealed only one minor overpayment by the airlines for ome £light

during that period. The current situation is as detailed undersche
section "Present Departmental Position" above.

9 February 1984
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DEPARTMENT OF AVIATION

Attachment may be found on Joint Committee of Public
Accounts File 1983/8, part B
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JOINT PARLIAMENTARY COMMITIEE OF PUBLIC ACCOUNTS

Inquiry into the Auditor-Genmexal's Report, September 1983

Submission by the Department of Aviarion on matters relating
£o Bepartmental Residences

INTRODUCTION

The Auditor-General's Report to Parliament stated that:
"The audit showed an unsatisfactory result in that the Department had
a0t evaluated its housing requirements in accordance with the PSB

guidelines and certain procedures employed were considered inadequate
for the purposes of effective control®.

PRESENT DEPARTMENTAL POSITION

2. The Department has undertaken a review of its staff housing policy and
related administrative procedures. At a recenc conference of senior
Departmental management, including Regional Directors, the following actions
were endorsed for implemencation:

(a) disposal action for residences identified as surplus to
requirements (Attachment A refers) be progressively implemented
following consultation with the Department of Administrative
Services, the Public Sexrvice Board, the Auditor-General's Office
and relevant staff assoclations;

(b) disposal action to be implemented generally upon vacation of
relevant residences by current occupants;

(c) appropriate notice to be given to longer term tenancs;

(d)  surplus residences at airports about to be transferred to local
ownership be sold for transportation elsewhere, where possible;

(e) appropriate formal procedures for ensuring compliance with the
Government's guidelines, including procedures for certification
by Chief Property Officers, be developed in consultation with
the Department of Administrative Services;

(£) the practice of housing non-term transfer staff be reviewed with
a view to ensuring provision of housing to this category of staff
only in exceptional circumstances;

(g) a policy statement for provision of staff housing be developed
for application throughout the fDepartment.

DEPARTMENTAL OBJECTIVES AND THE PROVISION OF STAFF HOUSING

3. In accordance with the Commonwealth's constitutional and statutory
responsibilities. and treaty obligations, the Department of Aviation's
objectives are to promote the safety of all civil aviation operations

and the availability of regular and efficlent air services within Australia

and between Australia and overseas destinations.
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2.

4, In order to achieve these objectives, the Department is required
to plan, provide and operate adequate, efficient and technologically
advanced airways facilities and airport capacity throughout Australia.

5. The diverse and widespread nacure of the Department's operations make
it necessary for the Department to staff remote localities throughout
Australia. The majority of these centres are staffed via the Department's
term ctransEer scheme, whereby staff are located in designated remote
localities on a 2 year rotational basis.

6. The very nature of these localities (which are recognised by the Public
Service Board as "hardship stations" for the purposes of additional recreation
leave, additional allowances, etc.) render it unlikely that staff on transfer
will be able to rent or buy suitable accommodation. These difficulties,

and the resultant problems associated with effectively staffing these stations
render it necessary for the Department to provide adequate housing in these
centres.

RESPONSES TQ SPECIFIC QUERIES RAISED BY THE AUDITOR-GENERAL

Departmencal Policy

7. As noted above in the section '""Present Departmental Position", a review
of staff housing policy has been undertaken. A number of actions have been
put in crain including the development of a Departmental housing policy
statemenc which will provide clear guidelines for the acquisition, retention
or disposal of Departmental residences.

Need for Deparcmental Residences

8. It has been the practice of chis Department to consult with the
Department of Administrative Services prior to the formulation of residential
acquisition programmes. As noted above in the gection "Present Departmental
Position", more formalised consultative procedures are to be developed

with the Department of Administrative Services. As noted at Attachment 4,
residences at a number of locations are proposed for disposal subject to
consultations with relevant Commouwealth authorities and staff associations..

9. Also as noted at Attachment A (paragraph 5), commercial criteria will

be applied to test the cost effectiveness of the retention/acquisition of
residences in certain circumstances. For instance, it would seem appropriate
to apply such criteria in circumstances where the alternative would be the
payment of a rental allowance on an extended basis.

Housfng Allocation Policy

10. The question of term transfer staff electing to stay for further terms
and occupying Departmental residences has also been addressed. A4s a general
rule, it would be expected that an officer electing to stay on in a remote
locality beyond an initial two year term would be given a subsequent 2 years
to find suitable long term accommodation.
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11, Non-term transferrable staff (i.e. staff not on 2 year transfers) are
allocated Departmental residences only on a regular review basis, and only
when there are no transferrable scaff on the waiting list. Single employees
are allocated housing only when there are no married staff on the waiting
list. This practice is adopted in respect of all centres where such
residences are located.

12. There have been some difficulties in the past in ensuring that a staff
member does not own accommodation within a reasonable distance of his work
place. If such a case was kaown, there would be no allocation of
accommodation to that officer. Administrative procedures to guard against
such eventualities will be implemented as a result of che Departmental
review.

Comparison of Expenditure and Revenues

13. It is acknowledged that rental revenue fell short of the direct recurrent
costs of residences in Queensland in 1980/81 and 1981/82, as outlined in

the Auditor-General's Report. However, while every effort will be made to
contain the ongoing costs of residences, comsistent with the provision of

an appropriate standard of accommodation under the Government's guidelines,

ic should be noted that the existing rental scale was determined by the
Public Service Board in consultation with staff associations after
consideration of a wide range of factors, rather than on solely economic criteria.
The major indicator utilised by the Board was the average rental payable

in Australia outside capital cities. Other factors considered included the
special category of remote areas involved, together with the fact that many
of the staff living in such areas often forgo normal opportunities to purchase
their own housing.

Tenancz Agreemen:s

14. The macters identified by the Auditor-General in respect of tenancy
agreements and furniture rentals have been noted for corrective action.
These issues are currently under examination in the Inter-departmental
Committee on Housing Scales and Standards, and the Joint Council Sub-
Committee on Staff Housing. This Department is represented in both of
these forums.

Repairs and Maintenance

15. The Auditor-General has remarked on the small spread of contractors
being used for quotations and the fact that there were no period contracts
let for repairs and maintenance.

16. The Department's experience has been that small business contractors
in North Queensland prefer, wherever possible, to deal on a cash basis.
Accordingly, they are frequently reluctant to undertake work on behalf of
the Commonwealth with its. formalised payment procedures. This difficulty
in employing contractors also militates. against the use of period conmtracts.
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Moreover, the wide range of maintenance categories involved and the remoteness
of the majority of centres at which residences are located would, if period
contracts were utilised, create an administrative workload disproportionate

to the relatively low volume of maintenance undertaken.

17. As stated in the Auditor-General's Report, the Department of Housing
and Construction (DHC) has acknowledged the error in respect of work
performed on the wrong residence. Closer liaison arrangements have been
established with DHC with a view to preventing a recurrence of the situation.

Minor New Works

18. The Auditor-General has referred to the inclusion in the Minor New
Works program of an amount of $10,400 to construct a fence at a Departmental
residence. The cost of the fence needs to be considered in the light of

the difficult terrzin upom which it was to be constructed. The residence
itself is situated in a dense rainforest area and has a fall of approximately
1Om in 70m. This necessitated the provision of concrete retaining walls

in strategic positions, with a requirement for stepping to low levels.

19. The indicative cost of $10,400 was supplied by the Department of Housing
and Construction and was based on a standard request by this Department.

This cost included a survey of the property alignments for definition of

the fencing project and the DHC surveyor did not show the position of the
residence on his plan. This Department has now taken steps to confirm the
position of the residence and if it proves to be situated on one allotment
only, the second allotment will be declared for disposal through the Department
of Administrative Services.

Charges to Incorrect Heads of Expenditure
20. There were three instances which were the source of the Auditor-
General’s comments:

(i) Constructiom of a fence for a residence at Cairns, a portion of
which was replacement of a demolished fence and the balance
being additional fencing, which was funded partly from
maintenance and partly from Minor New Works respectively.

The total cost was $10,400.

The Auditor-General was of the view that the total project should
have been funded from Minor New Works. However, it was the
Department's view that the demolished fence was deemed to be

part of the residence and, as. such, the expenditure associated
with its replacement was deemed to be an appropriate charge
against maintenance. However, as a consequence of the Auditor-
General's remarks, the Department is now seeking a formal ruling
from the Department of Finance on the proper treatment of

such expenditure.

(ii) Hire of a marquee for the International Terminal during the
Commonwealth Games in 1982 was deemed to be.a substitute for the
building and accordingly was funded from Building Maintenace.
The total cost was $19,652.
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5.

The Auditor-General considered this to be an inappropriate item.
The Department. acknowledges thact the classification of the
expenditure Ls open to differing interprectations. However,
clearly the expenditure was a charge to a recurrent rather than
a capital item.

Replacement blinds for residences were purchased from Repairts
and Maintenance.

The Auditor-General considered that the expenditure was an
appropriate charge against Furniture and Fittings.

It is agreed that, in future, such expenditure should be a charge
against Furniture and Fitcings.
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4. Residences occupied by retired employees and widows of former
ATTACHMENT employees.
4
5. Residences let for commercial rental
CATEGORIES OF RESIDENCES PROPOSED FOR DISPOSAL
~ should be considered for disposal (mainly residences acquired
incidental to airport expansion)
1. Residences within Capital City.Envixons
H however, could possibly remain if commercial rental
Sydney assessed by Tax Valuer applied and subject to regular
Hobart ) review.
Melbourne
Moorabbin
Adelaide T
Parafield
Brisbane
’;:‘:_l;:‘f‘eld 5 December 1983
Jandakot

- need for retention of isclated residences at. secondary
airports on security basis. to be further examined.

2. Residences at major provincial centres unlikely to suffer
recruitment problems and lacking CPO certification.

Cessnock
Coffs Harbour
Dubbo
Katoomba
Tamworth
Wagga
Mildura
Devonport
Launceston
Wynyard

Mt Gambier
Coolangatta

3. Residences supplied for more than one groundsman at certain
provincial centres

Carnarvon
Derby
Launceston
Coffs. Harbour
Mt Gambier
Ceduna

Mt Isa

- this category of residences will require further examination. '

9l
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DEPARTMENT OF
= Aviation
Cwvic Permanient Centre:

Aflara Street
Canverra AC.T

P.0. Box 367

Canberra City, 2601
Telephone (062) 47 3333
Telex 62221

Central Office

In reply quote

é‘ December 1983

The Secretary

Joint Parliamentary Committee
of Public Accounts

Parliament House

CANBERRA  ACT 2600

REPORT OF THE AUDITOR-GENERAL
SEPTEMBER 1983

Further to my memorandums of 2 December 1983 and 5 December 1983,
set out below is preliminary advice of the action in hand within the
Department in respect of the matters raised at paragraph 3.2 of the
Auditor-General"s report.

The Department has undertaken a review of its staff housing policy
and related administrative procedures. At a recent conference of
senior Departmental management, including Regional Directors, the
following actions were endorsed for implementation:

- disposal action for residences shown at the Attachment be
progressively implemented following consultation with the
Department of Administrative Services, the Public Service
Board, the Auditor-~General's Office and relevant staff
associations;

- disposal action to be implemented generally upon vacation of
relevant residences by current occupantsy ~

- appropriate notice to be given to longer term tenants;

- surplus residences at alrports about to be transferred to
local ownership be sold for transportation elsewhere, where
possible;

- appropriate formal procedures for ensuring compliance with
the Government's guidelines, including procedures for
certification by Chief Property Officers, be developed in
consultation with the Department of Administrative Services;

- practice of housing non-term transfer staff be reviewed with

a view to ensuring provision of housing to this category of
staff only in exceptional circumstances;
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~ policy statement for provision of staff housing be developed
for application throughout the Department.

More detailed advice addressing the particular matters raised
by the Auditor-General is being prepared and is expected to be available
for consideration by the Committee shortly.

1 trust that, in the meantime, the Committee will find the above
information helpful.

[}
R TOAKLEY
First Assistant Secretary
Resources Division
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JOINT PARLIAMENTARY COMMITTEE OF PUBLIC ACCOUNTS

Auditor-General's Report, September 1983 -
Departmental Residences

1. THE REVIEW

" tThe Review was commenced in July 1983 and was aimed at ensuring
at:

{a) housing stock under the control of the Department of Aviation
is managed in accordance with Government policy, and

(b) the housing stock is adequate to meet the special and diverse
needs of the Department, taking particular note of:

(i) the term transfer scheme

(it) Tocations designated by the PSB as remote localities/
hardship stations

(ii1)  industrial undertakings

Details regarding the numbers, locations and occupancy arrangements
of all residences under their control were sought from each of the
Department's five Regional Directors.

. This information was then assessed in the Tight of the Government
guidelines by a Review Team consisting of a:

Flight Service Supervisor Grade 3
Director, Clerk Class 10, Airports Division
Clerk Class 8, Industrial Relations Branch

Day-to-day running of the Review has been undertaken by the
latter officer, reporting directly to the Assistant Secretary,
Industrial Branch, and in turn. to the First Assistant Secretary,
Management Services Division.

Following the Review Team's assessments a conference of senior
Departmental management, including Regional Directors, endorsed
in November 1983, a number of actions for implementation, details
of which were conveyed to the Committee in our memorandum R83/989
of 6 December 1983..
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Following consultation with officers of the Public Service Board
(PSB), the Department referred its proposed initiatives to the Department
of Administrative Services (DAS) for consideration and comment,
and is now awaiting that Department's response.

2. HOUSING POLICY STATEMENT

Preparation of a Departmental housing policy statement is in
hand. However, it cannot be finalised until consultations with
DAS, PSB and staff associations, seeking clarification of certain
aspects of interpretation of the Government. guidelines, have been
completed.

Those aspects of the guidelines requiring interpretation were
discussed. by participating bodies (Department of Aviation included)
at the meeting of the Joint Council Sub-Committee on Government
Housing (JCSC) on 7 February 1984.

JCSC concluded that the criteria governing retention/acquisition
were not clear, and as such were subject to differing interpretations.

Accordingly, the full background to the current guidelines is
being sought by the JCSC for consideration, in order that appropriate
interpretations may be established for their unambiguous application
by Departments in future instances.

3. COMMERCIAL CRITERIA AND METHODOLOGY

It is proposed that the Departmental housing policy statement
will include detailed guidance to officers on the commercial criteria
and methodology to be adopted in determining the cost effectiveness
of retention/acquisition of residences, and will 1ikely encompass
such factors asv

. market values
demotition and removal costs
rental costs
repairs and maintenance costs
allowance payments
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It is envisaged that such. guidelines will also provide for the
application of differing criteria in regard to the retention/disposal
of residences "on" and "off airports". Clearly, as any surplus
residences located on an airport are not available for sale in situ,
the only practical course is sale for demolition and removal, generally
returning at best some hundreds of dollars in revenue or, at worst,
requiring a payment by the Department to a contractor to undertake
removal.

Guidelines for retention/disposal of “off airport" residences
would be developed in a manner consistent with the abovementioned
factors.

Broadly speaking therefore, commercial criteria and methodology
governing the retention/disposal process will entail an assessment
of the likely net return associated with retention, balanced against
the return generated by disposal action.

In regard to the guidelines associated with specific acquisitions,
new residences, generally, would be "off airport" and would be acquired
through the agency of DAS as part of the Annual Civil Acquisitions
Program in the Budget context. Some departure from these arrangements
may occur where the Department, as a cost saving measure, undertakes
to construct a residence, ejther temporary or permanent, on land
it already owns.

Simitarly, development of such guidelines would also have regard
for those factors highlighted above.

As noted above, finalisation of these guidelines as an integral
part of the housing policy statement, is dependent upon the outcome
of consultations between appropriate participating bodies.

4, DEPARTMENTAL PROCEDURES

The review of staff housing is aimed at ensuring that the Department
does not provide houses at centres excluded under Government guidelines.
Accordingly, as advised in our memorandum of R83/989. of 6 December
1983, the Department is now moving to dispose of questionable
residences.

The proposed Departmental housing policy statement, which will
be widely circulated within the Department, will provide guidance
to those officers responsible for the provision and allocation of
staff housing., Other more formal procedures will be explored, including
the requirement to sign appropriate statutory declarations.
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5. GOYERNMENT RENTAL DETERMINATION

The rental scheme applying: to Departmental housing was introduced
in August 1982. The Public Service Board has the responsibility
for reviewing rents annually. The scheme standardises rentals for
staff housing under a ceiling whereby no staff member is required
to pay more than 123% of gross salary as rental. The formula applied
in calculating rentals takes account of age, size, recent refurbishment
and occupancy of the dwelling. "Individual Departments are responsible
for making any further adjustments to rentals in accordance with
the formuTa. Where circumstances warrant special consideration
(e.g. relating to a staff member's financial situation or to the
condition of the residences), application may be made to the PSB
for a reduction in rental. It should be noted that the present
basic rental approach was reached after protracted consideration
by Government and consultation with staff associations. Details
of levels of rentals are contained in Public Service Board
Determination 10 of 1983.

The term "acceptable sanitary standard" refers to the integrity
of water and sewerage plumbing. A1l such facilities are maintained
at a standard high enough to ensure the continued health and well
being of occupants. Regular assessments of these standards are
carried out by Departmental field staff.

6. TENANCY AGREEMENT AKD FURNITURE RENTALS

The question of tenancy agreements and furniture rentals is
still under consideration by the JCSC and the Interdeparimental
Committee on Commonwealth. Housing Scale and Standards (IDC). The
Department of Administrative Services has been requested to do some
further work on draft tenancy documents; matters in this regard
will be considered by the IDC at the end of February 1984.

A summary of furniture and fittings procedures applied in all
Departments was considered by the JCSC at its meeting on
7 February 1984,

The conclusion was reached that a Working Party (with Department
of Aviation representation) would be formed to determine broad
principles for provision of staff residential furniture in the

The findings of the Working Party will be referred to the JCSC
for further discussions in mid-March 1984.
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7. LIAISON WITH DEPARTMENT OF HOUSING AND CONSTRUCTION

To ensure that there is no repetition of the incident in Queensland,
Departmental officers have been instructed to pay particular attention
to briefings between the two Departments where no technical personnel
are involved. In addition officers have been instructed to insert
full postal addresses (as opposed to Departmental code numbers)
on requisitions to the Department of Housing and Construction.

9 February 1984
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Central Office 2] WAMH@&

Civic Permanent Centre
Allara Streel
Canberra AC.T,

P.0O. Box 367

Canberra City, 2601
Telophone (062} 47 3333
Telex 62221

In reply quote:

R83/989

The Secretary

Joint Parliamentary Committee
of Public Accounts

Pariiament House

CANBERRA ACT 2600

REPORT OF THE AUDITOR-GENERAL
SEPTEMBER 1983

In paragraph 3.2 of this Report the Auditor-General referred, inter alia,

to instances where it was considered that expenditure had not been classified
correctly in accordance with Finance Directions. One such instance related
to expenditure incurred in the construction of a fence for a Departmental
residence. A detailed submission was forwarded in respect of this and other
matters on 15 December 1983.

The Auditor-General was of the view that the construction, which was funded
partly from Maintenance and partly from Minor New Works, should have been
funded entirely from Minor New Works. As noted in our submission, the rationale
for the proportionate charges was that part of the construction, which
represented replacement of a demolished portion of the existing fence,

did not involve the creation of a new asset and, as such, was a charge against
Maintenance. However, the balance, being additional fencing, was a charge
against Minor New Works.

As foreshadowed in our submission, the Department wrote to the Department
of Finance on 22 December 1983 seeking advice as to the proper treatment
of the above expenditure.

The Department of Finance replied on 1% March 1984 (copy attached }, stating
that it was their view that this Department's approach was reasonable and
proper. In forming this view, the following points were considered:

The Commonwealth's asset, for asset recording purposes, is the
residence and includes accompanying fixtures such as fencing.

It is not normal practice to identify separately the fixtures in
the asset register. (Finance Direction 26/1 refers};

The replacement of the concrete footings did not constitute an
addition to the asset (ie the residence), whereas the extension
was clearly an addition. ({Appendix A to Finance Direction 6
“Buildings and Works" refers).
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A copy of this advice, which I trust clarifies the Department’s position

in this matter, has been forwarded to the Auditor-General for his information.

-
Wor.ac..
K.H. Toakley
First Assistant Secretary
Resources Division

3/ May 1984
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JOINT PARLIAMENTARY COMMITTEE OF PUBLIC ACCOUNTS

AUDITOR~GENERAL'S REPORT, SEPTEMBER 1983
DEPARTMENTAL RESIDENCES

STATEMENT OF PROGRESS OF DEPARTMENTAL
REVIEW OF HOUSING - JULY 1984

Previous correspondence between Department of Aviation and the
Committee have outlined the Department's proposals to bring
Departmental housing stock both in Queensland and in other States
into line with Government criteria for the provision of staff
housing. The major proposal envisaged is the disposal of certain
residences controlled by this Department in capital cities and
major provincial centres. This remains the Departmept's
objective. However, following advice from the two major co-
ordinating agencies in the staff housing fieid, (the Public
Service .Board {PSB) and the Department of Administrative

Services (DAS) it is expected that the attainment of this
objective will take Tonger than anticipated.

The PSB has indicated to the Department its concern over

the industrial ramifications of the proposed course of action.
The Board further advised the Department to seek formal advice
from DAS, in its capacity as the organisation responsible for
the administration of the staff housing criteria.

The DAS advice was received in March of this year, and inter
alia, it counselled against the Department taking "unilateral
disposal action". DAS suggested that a "case by case" approach,
whereby individual residences would be considered for disposal
upon vacation by existing occupants, would be more appropriate.

The DAS advice hinged on a number of factors. It was principally
concerned with the controversy surrounding the existing provision-
ing criteria. This issue is the subject of in depth discussion
in the Joint Council Sub-Committee on Staff Housing, on which the
Department of Aviation is represented. ACTU representatives in
that forum have signalled their dissatisfaction with the existing
criteria and have implied the possibility of industrial action if
individual departments attempt to dispose of residences falling
outside the guidelines. Moreover, it is possible that discussion
in that forum will tead to the formulation of a revised set of
draft guidelines to go to Joint Council for its consideration.
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DAS also advised that it had been instructed by the previous
Government in 1981 to carry out a review of all Commonwealth land-
holdings (including staff housing). It is expected that the review
of the housing component of the Commonwealth estate will be
extremely complex and Tengthy, and hence is not likely to be
completed until the end of the 1985/86 financial year at the
earliest.

Taking the views of the co-ordinating bodies into account, it is
envisaged that the Department will adopt the "case by case" approach
suggested by DAS. The machinery aspects of this process, including
the setting up of consultative mechanisms involving the ACTU and
relevant staff organisations, were addressed recently at a conference
of senior Departmental management including the Department‘s Regional
Directors. It is anticipated that procedures will be set in

train in the near future for the disposal of residences failing

to meet established criteria.

25 July 1984
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PARAGRAPH 9.1 CLOSURE OF GENEVA ACCOUNTING OFFICE
DRAWING ACCOUNTS

The Auditor-General states that although arrangements for
the transfer from Geneva to London of responsibility for
providing accounting services to posts in the European,
North African and Middle Eastern regions, were carried out
in a generally satisfactory manner, certain aspects were
referred to the London Regional Office for comment and
explanation. For the most part the matters referred and
mentioned in the Auditor~General's Report were points of
accounting detail of relatively minor significance in
terms of materiality.

The matter of arrears of drawing account reconciliations
was, however, one of some significance and concern to the
Director of the Regional Office even before the
Auditor-General's Office identified it and steps were in
train to. bring them up to date as quickly as resources
permitted. The significance and concern does, however,
need to be seen in perspective.

The transfer of operations from Geneva to London was a
major task which, while some phasing was possible, had to
be undertaken in a very short timeframe due to the
inability to retain key staff in the Geneva operation once
the decision had been taken to c¢lose it down.

Furthermore, none of the Geneva staff was prepared to
transfer to London notwithstanding offers made.

Thus planning for the transfer, recruiting and training
new staff in London (and training existing London staff in
the Geneva operations), and ensuring that payments and key
accounting controls were not compromised, was itself a
major task. Superimposed upon such difficulties was the
fact that the 30+ posts affected by the transfer were
affected simultaneously by:

. implementation of new overseas accounting procedures
recommended by a Joint Management Review; and

. a new accounting system - Geneva was serviced through
a "stand-alone" computer system which differed
significantly from the IMS system (on-line to
Canberra) operated by London.

Thus the posts themselves needed training in the new
arrangements before the transfer.

The planning and implementation was carried through

effectively and efficiently. However, the additional
pressures on. staff resources in London (due to the
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transferred functions from Geneva, the staff's
unfamiliarity with all aspects of those functions: in the'
operational mode, and the need constantly to assist posts
in the new accounting arrangements) could not, due to
staff ceilings, be cushioned other than by additional (and
very substantial) overtime and by altering priorities to
ensure that payments were made in a timely manner and
subject to reqguired controls.

In essence, the immediate post-transfer workloads in the
Regional Office and exceptional levels of overtime being
worked by staff (including through a period of a prolonged
rail strike) meant that some operations with a lesser
urgency and priority had to be deferred.

Bank reconciliations, while important are, of their
nature, controls exercised significantly after the event;
bank statements from European banks are generally issued
monthly and, allowing for delays in processing by the
banks and in the postal system, .are normally received no
earlier than 6 weeks: after the beginning of the month to
which they refer. Reconciliations thus have a significant
normal lag and are not key controls in preventing fraud
(they can, of course, be important in detecting or tracing
fraud but only after it has been perpetrated).

Thus the first priority for London had to be:-
. the maintenance of timely payments of accounts;

. the timely payments of salaries, pensions and other
entitlements;

. the timely reimbursement of imprest accounts
maintained by posts for effecting urgent payments; and

. the application of accounting controls of a
preventative kind. .

Having said that, the reconciliation of accounts was
afforded the highest priority consistent with the
abovementioned resource constraints. As indicated
earlier, a program for bringing the reconciliations
up-to-date had been addressed before the Auditor-General's
Office identified the problem. ,

The initial emphasis, because the London staff had limited
experience in the reconciliation of 'European' Drawing
Accounts (many of which have their own. unigue
difficulties), was concentrated first on; the
reconciliation of the smaller accounts so that the
practical experience gained would facilitate the
reconciliation of the larger and more complex accounts.
Computer~assisted technigues have also been developed and
have expedited the updating task.
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The London Director has advised that, as of 11 November,
24 of the 29 drawing accounts are fully up-to-date and
that the work program provides for the remaining five
accounts, {(which include the three accounts specifically
referenced in the Auditor-General's Report plus the Dutch
Florin and Yugoslav New Dinar Accounts), to be fully
up~to-date by mid to late December. The present position
regarding the f£ive accounts is:

Pound Sterling reconciled to 28/2/83
Greek Drachma reconciled to 30/11/82
Italian Lire reconciled to 31/10/82
Dutch Florin reconciled to 31/L/83
Yugoslav New Dinar reconciled to 30/6/83

The London Director has also advised of the following
significant developments affecting the reconciliation area
which should overcome problems encountered in the initial
stages following the transfer to London of the Geneva
operationss

. a revised and more effective staff organisation has
been approved enabling the appointment of permanent
staff to the four reconciliation positions (two
positions have been staffed on a temporary or 'acting
basis) ;

. as previously mentioned, computerised techniques have
been developed to assist with sorting and marking off
the many thousands of paid cheques issued on the
larger drawing accounts;

. arrangements are well in hand for implementation in
December 1983 of a fully computerised reconciliation
system for the Pounds Sterling and US Dellar Drawing
‘Accounts which will by far be the two largest accounts
{see below); and

. all Social Security pensions in Europe are to be paid
in US Dollars from early 1984.

Department of Finance Witness - Mr Brian Friend (former
Director ‘Overseas Regional Office, London).

2 December 1983
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DEPARTMENT OF FINANCE

A letter from the Department of Finance, dated 25 March
1985,.prov1d1qg supplementary information may be found
gn io;nt Committee of Public Accounts File 1983/8,

ar .
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9.3 REGIONAL OFFICE DARWIN - FAILURE TO RECONCILE DRAWING
ACCOUNT

The Auditor-General reported that the Darwin Regional
Office Drawing Account had not been properly reconciled
since 1975 notwithstanding repeated representations and an
undertaking by the Regional Office to remedy the
situation. He acknowledged that Finance had conducted a
number of investigations into the cause of the discrepancy
in the account the latest such investigation being early
this year but that, while options for adjusting the
discrepancies were under examination, no decision had been
taken at the date of preparation of the Report.

The Drawing Account had, until recently (see below), been
out of balance as reported, since early 1975 (or late
1974) due to an inability to reconcile it to bank
statements.

The problems with the reconciliation at the time, as then
reported to the Auditor-General's Regional Office, derived
from the loss of relevant records in Cyclone Tracy on
24/25 December 1974 and from the general disruption to the
Office generated by the Cyclone and its aftermath (a loss
of key staff and, for a period of some years thereafter, a
very high turnover of such staff). Consequently, the
reconciliation became, by 1977, some 5 months in arrears.
Considerable resources were subsequently devoted to
reconstructing the records in an endeavour to reconcile
the acchunt. These efforts resulted in the discrepancy
being reduced from over $80,000 initially to $42,433 at

30 June 1983.

In 1980, the then new Director, Darwin, took the decision
to isolate the known discrepancy and to keep the
reconciliation up-to-date from that time. Efforts were
still made, as resources permitted, to reconcile the
earlier discrepancy. The Auditor-General's Office in
Darwin was kept informed orally or in writing of
significant developments.

While senior management in the relevant area of Finance
has turned over during the period, it is apparent that, as
the initial investigations and the transactions reconciled
did not indicate any suggestion of irregularities beyond
that of lost records due to the Cyclone, the view was
taken that the resource effort required in the endeavour
to reconstruct the missing information had to take lower
priority than that of ensuring that current operations
were carried out in an efficient manner and in accordance
with proper controls. The several investigations referred
to by the Auditor-General were thus conducted to the
extent practicable as resources permitted.
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In late 1982, in response to a request from the Director
of the Darwin Regional Office, Finance assigned an officer
from Canberra specifically to assist in resolving the
Drawing Account problem as it was considered that the
Darwin Office could not progress the matter further than
previous investigations had achieved.

Following this agsignment, a comprehensive assessment was
made by the Director with the conclusion that all
reasonable avenues for investigation and full
reconciliation had been exhausted. The matter was
referred to Finance Central Office for consideration of
the appropriate action. The Auditor-General's Office,
Darwin, was advised in June 1983 that the matter had been
referred to Central Office.

The conclusion of the Darwin Director was supported by
Central Office management and a decision taken to include
provision in the Appropriation Bill (No 1) 1983-84 to
enable write-off action to be taken and the Drawing
Account to be restored to balance. Write-off action has
now been concluded.

The Department of Finance witness is Mr B, Gleeson (former
Director, Finance Regional Office, Darwin).

1 December 1983
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JOINT COMMITTEE OF PUBLIC ACCOUNTS

Inquiry into the Auditor-General's Report., o7
September 1983.

Submission by the Department of Immigration and
Ethnic Affairs

INTRODUCTION

The Government's policy, as contained in the pre-election
policy statement on Immigration and Community Relations is
that “&l1l adults who A0 not speak English adequately for
their needs must have the opportunity to learn English*.
This policy is implemented by means of the Adult Migrant
Education Program, (which commenced in 1947).

2. The Adult Migrant Education Program (AMEP) is
therefore a key component of those Commonwealth policies
aimed at facilitating and encouraging the effective
orientation to, and settlement of migrants within the
Australian soclety. Because of its clcse contact with the
migrant community, and its responsibility for the full
range of post arrival services, DIEA is able to ldentify
and respond to the language needs of adult migrants, and
to ensure that those needs are met as part of an
integrated package of settlement services.

3. The broad objectives of the Program, as indicatea
on p-112 of the Auditor-General's report, are to provide

. English language learning opportunities to
permanent residents of Australia who have come from
non-English speaking backgrounds. and

. information about 1life in Australia incluading
information about Australia., its services and
institutions, and an understanding of the rights
and dAuties of Australian citizens .and of permanent
residents.

1. The Department of Immigration and Ethnic Affairs
implements and advises on policy., arranges progranm
activities, funds those activitlies from moneys
appropriated by Parliament for the purpose of adult
migrant. education in Australia, and co-ordinates the
overall program. Each State and Territory has. establishea
an Adult Migrant Education Service to conduct courses
funded by the Commonwealth through the Adult Migrant
Education Program. The Commonwesalth also funds some
tertiary education institutions to provide courses within
the program.. '

5. The DIEA does not provide teaching programs - its
role is essentially an arranging and co-ordinating one, as
delineated by the Review of Commonwealth Functions in
1981. The Commonwealth has two options: to provide its
own English teaching service or to use the existing
educational structures for the delivery of lts program.
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Using State education and tertiary educational facilities
means that the Commonwealth is spared the considerable
cost of establishing 2 separate service delivery
infrastructure. However that benefit imposes limitations
in the extent to which the C alth can pect those
organisations to adjust their management practices and
systems to accoxd with Commonwealth requirements.

LEGISLATIVE BASIS

6. The legislative basis for the AMEP is provided by
the Immigration (Education) Act 1971, (Attachment D) The
Minister for Immigration and Ethnic Affalire is responsible
for implementing the legislation as it applies to aduits.

7. The Act empowers the Minlister to make arrangements
for courses in the English language and for courses
'designed to impart an understanding of the rights and
duties of the Australian citizen and of the way of living
of the Australian people for residents of Australia who
come to Australia as immigrants or whose parents are
immigrants’.

8. The Act also provides rfor the production, purchase
and distribution of teaching and learning materials, the
provision of pre-service and in-service courses for
teachers, the conduct of research projects, the payment of
living allowances for course members, administrative costs
{including the salaries of administrative staff), cost of
capital equipment, and the salaries and fees of teaching
stafg.

PHILOSOPHY AND PROGRAM EMPHASIS

9. The Program arrangements are made within an overall
philosophy and set of administrative arrangements which
recognise the distinctive needs of adult learners: which
emphasigse English language learning in real life
situations: and which encourage self-help by assisting
people to learn English from their environment and from
materials prepared for individualised learning.

10. The services provided under the AMEP are directed
towards overcoming ‘those problems which are inherent in
being a non~Engliah speaking migrant. These services are
provided with a view to bringing migrants to the point
where they can gain equal access to mainstream services,
which are designed and presented to cater for the diverse
Australian population from varied cultural backgrounds.

11. The develobment of specific English Second Language
(ESL) policies within the AMEP is based on the recagnition
that understanding of the nature of English language
learning is being added to continuously and arrangements
for English language learning must be developed
accordingly.
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12, This process is contributed to by’ the Commonwealth,
with its understanding of the needs of migrants and its
national view: and the State adult migrant education
se:vicqe and othexr organisations providing courses, with
their detailed knowledge of the effectiveness of
arrangements in meeting the needs of migrants,

3. Learning arrangements within the AMEP take
particular account of the following:

(i) providing program options which accord with
students needs;

(11) providing a variety of learning
arrangements, including formal courses,
distance learning courses, courses in the
work place, the Home Tutor Scheme, and
"self-access” arrangements:

(1i1) the active involvement of students in the
choice of learning options:

(ivy studente accepting responsibility for their
own learning.

PROGRAM STRATEGY

14, The Adult Migrant Education Program is aimed at
helping new and earlier arrivals learn English and settle
in Australia. It provides at one end of the range for
People who are illiterate in their home language and
extends to provisions for people who have insufficient
proficiency in English (reading and writing as well as
listening and speaking) to be able to make use of
educational inetitutions provideda for the community
generally - albeit at the most basic level offered by such
institutions.

The program provides:

(1) Orientation courses for new arrivals,
delivered by Bilingual Information Officers:

(ii) courses for newly arrived migrants fronm
non-English speaking backgrounds and with no
or 1imited English to assiat them in gaining
basic suxrvival proficiency. People
attending these courgses are eligible for a
living allowance; and

(iii) a range of other learning opportunities that
provide further courses for recent arrivals
as well as courses and other activities
directed to the needs of earlier arrivals.
People attending these on-going courses full
time are eligible for a living ailowance.
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PROGRAM. MANAGEMENT

15. The AMEP operates in a field of technical
innovation. There is not an established. agresd
methodology in Australia or overseas on the teaching of
English as a second language. DIEA has encouraged
innovation and research within Australia, fostered the
development of syllabus and course materialse, and promoted
the sharing of materials and information through the
establishment of the Clearing House for the Adult Migrant
Education Service (CHAMES). The planned establishment of
a National Materiais and Syllabus Development Centre will
further stimulate advances in this field.

16. The Department places considerable emphasis on
ensuring that ite management, co-ordinating and innovative
role is carried out in an effective manner. The following
exemplify this.

(1) a Commonwealth/State Consultative Committee
has been established to provide effective
support for the development of national -
arrangements to make the best use of
available funds.

(i1 the setting down, in some detail, of the
arrangements for the Program, especially
through:

. agreements being negotiated with the
States and Northern Territory (Details of
progress are given at paragraphs 20-24
below. A copy of the text of the
agreemsant is at Attachment A):

. the AMEP handbook (copy at Attachment B):

. the Annual Guidelines which are to be
prepared from 1.984/85. In this context
increasing emphasis i1s being placed on
detailed objective tting ana
evaluation. A series of consultations
have taken place in recent months with
the States and tertiary institutions
providing AMEP courses, to assist in the
preparation of the guidelines so as to
meet the needs of both DIEA and
participating bodies. Although much
progress has been made it should be noted
that the AMEP is a complex Program,

There are many issues which by their very
nature are evolutionary and which will
need to be worked through year by year.
The consultative arrangements and
strategies devised by DIEA are achieving
valuable results to this end.

114

5.

. the development of a nationally agreed
format for the preparation and monitoring
of annual funding plans and expenditure.
This is now in its f£inal stages of
implementation. It provides a means for
ensuring that accountability requirements
are met, while, at the same time,
asgsisting the management of the Program
generally.

ADMINISTRATIVE ARRANGEMENTS

17. Up to 1951, the limited range of English language
learning opportunities for adult migrants was provided
directly by the Commonwealth. In 1951 it was agreed
between the Commonwealth and each State that the State
should have responsibility for the provislon of
educational facilities to adult migrants subject to the
Commonwealth undertaking to reimburse the State for the
expenditure incurred, and being responsible for the
overall co-ordination of policy by the Commonwsealth.

i8. The Immigration (Education) Act 1971 underlined the
Commonwealth's recognition of the importance of special
education provisions for migrants.

19. The participation by the Commonwealth has been
re-inforced by increasingly positive Commonwealth
policies, particularly since 1978, toc meet the educational
problems of refugees and to reflect the increasing
awareness of post-arxival needs.

20. This emphasis is a major conslderation in
establishing the new agreement between the Commonwealth
and the States which replaces the 1951 agreement.

21. Preliminary discussions were held with NSW in 198l
to identify issues which needed to be addressed in the new
Commonwealth/States agreement. These discussions were
followed by the preparation of a draft agreement in
consultation with the various Commonwealth agencies having
an interest in the document., viz, Attorney-General's
Department., Department of Finance., and Department of the
Prime Minister and Cabinet.

22. The draft was discussed with State officers in the
latter part of 1982 and consultation continued until a
final draft was agreed in mida 1983.

23. The Minister for Immigration and Ethnic Affairs
wrote in July 1983 to all State Ministers (except
Queensland’'s) seeking formal agreement to the draft,
Responses from Ministers have be

. Western Australia, Tasmania., South Australia ana
the Northern Territory - full acceptance

. Vvictoria - broad acceptance, with a reguest for the
inclusion of a reference to teacher permanency and
clarification of minor financial aspects
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24. New South Wales and Queensland are still
considering their position and officer level discussions
are continuing. Difficulties in Queensland zelate to the
degree of autonomy they seek in operating the program.
With NSW the principal concern relates tc the arrangements
for providing the Commonwealth with information.

FINANCIAL ARRANGEMENTS

25. Funds £or the Adult Migrant Education Program are
sought in the context of the normal Estimates cycle. The
development of the Estimates has regard to' the various
components of the program and the number of non-English
speaking migrants and refugees expected to arrive in the
course of the year.

26, State Adult Migrant Education Services provids
plans of expenditure based on guidelines provided by the
Commonwealth and their knowledge of the needs of migrants.

27. State submissions are discussed at officer level
with each State.

28, Pertiary education institutions conducting courses
as part of the Adult Migrant Education Program are also
required to provided expenditure plans.

29. Following the decisions in the Budget context on
the level of funds for the Adult Migrant Education
Program, recommendations on how these funds should be
allocated are made to the Minister.

30. Consultations are held with each State/Territory
and tertiary insitutions, following the Budget, to
finalise annual funding allocations. These allocations
are then notified to the States and tertiary lnstitutions
in writing.

31. The expenses of providing Bilingual Information
Instructors. Education Living Allowances, utility and
other supporting services, are paid directly by the
Department of Immigration and Ethnic Affairs. Payments
are made to individuals in the case of Billingual
Information Instructors and in the case of Education
Living Allowances.

CONSULTATIVE, REVIEW AND EVALUATION ARRANGEMENTS
Consultative

3z, A well ordered set of consultative arrangements has
been established to assist in the planning and .development
of the AMEP. These arrangements operate at the national
and State levels:

Hy at the national level the Joint
Commonwealth/states Committee (JCSC) on the
AMEP deals with administrative anda
professional matters The functions of the
JCEC are as follows?
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The Committee advises the Minister for
Immigration and Ethnic Affairs and, through
State representatives, relevant State
Departments and Ministers as required on:

(a) agdministrative aspects of the AMEP,
inciuvding:

. financial management, accounting and
control matters

. the development and maintenance of a
system of managerially-oriented data
to be colliected on a uniform basis

. promotion of AMEP course offerings to
target groups

{b) long-term planning of the AMEP at the
national level, including the
development of an annual plan of action
which sets objectives, priorities ana
directions for the following financial
year. The planning takes into account:

. Commonwealth Government declisions and
policy for adult migrant education:
ana

. an analysis of client needs and AMEP
capacity/scope to meet these needs -
based on an assessment of the
outcomes of AMEP xesearch and
evaluation

{c) the development of the AMEP incivaing:

. adoption and. implementation of an
agreed approach to adult second
language learning

. the structure and implementation of
learning arrangements

. the development and provision of
teaching/learning materials

. teacher development.

At the State level Commonwealth/State
Consultative Committees on the AMEP operate
in most States. Through these committees
the Commonwealth and the States consult on
state program arrangements and the most
effective ways of meeting AMEP objectives.

117



(1ii) The consideration of issues at the national
level is assisted by sub-committees or
working parties set up by the JCSC. The
Professional Development Sub-Committee plays
a key role through ite consideration of
matters such as materials and teacher
development. RAnother working party is
considering the specialised and important
area of the assessment. of language
proficiency and language gains,

REVIEW AND EVALUATION

34. Review and evaluation of the Program proceeds along

a number of integrated paths:
(i) AMEP Research and Evaluation Program

This program is designed to provide. through
national research and evaluation projects, a
sound basis for the administration of the
AMEP, and to assist in the planning process
and the design of courses. Important
projects under this program include the
community-based surveys of areas of high
migrant density to identify English language
needs.

(id) Information Systems

. Considerable progress has been made
toward the implementation of a
comprehensive information system for the
AMEP. Work to date includes
identification and definition of
information requiremente concerning
students. teachers, courses,
accommodation and educational equipment.
Extensive consultation has been carriea
out with State/Territory Authorities anad
tertiary institutions invoived in the
AMEP for the identification of system
implementation options. The system is to
be implemented in 1984.

. Parallel to the national information
system project the detailed review and
redesign of information collection
procedures and administrative
arrangements is being undertaken,
commencing with the Victorian AMES. This
project will ensure that the
implementation of the national system can
proceed smoothly when the deveiopment of
software is completed.
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. Financial systems are continuing to be
developed in consultation with the
States/Territories and tertiary
institutions to meet audit and management
needs of the AMEP, Appropriately
qualified officers have been appointed by
a number of States to service the
financial management needs of the AMES.

. Information managers have been appointed
in NSW and VIC to manage information
collection, storage and distribution
arrang te. Arrang ts for the
smaller States are being conducted in the
context of the overall AMEP
administrative requirements for those
States.

. Information to flow from the arrangements
outlined above will provide a solid basis
for continucus review and development of
the AMEP.

EDUCATION PLANNING AND DEVELOPMENT

24. Monitoring and evaluation arrangements have been
set in place in respect of teacher/materials/curriculum
development funded by the AMEP.

35, New approaches are separately funded undex "program
innovation” on an annual basis. A condition of funding is
the regquirement that all such new arrangements are fully
tested and evaluated and that DIEA recelves a report of
each., Successful innovations are then incorporated into
the main program in subseguent years.

36. As can be seen from the above, consultation. review
and evaluation are an integral part of the AMEP, assisting
the continuing refinement of the AMEP arrangement.

37. in general terms review and evaluation in the AMEP
is a means of assessing:

(& D] the overall effectiveness of the program in
meeting migrants' English language
objectives;

iy the extent to which individual learners meet
their English language objectives:

(41i) the extent to which particular learning
arrangements meet thelr objlectives:

iv) which types of learning arrangements best
meet the English language needs of aifferent
groups.



10.

38. Evaluation can be (and is) conducted at various

levels:

($3]

(13)

At the State or local central lavel,
evaluation assists in course planning ana
allocation of staff and cesources; it can
also help to indicate where further research
needs to be undertaken to determine the best
approaches.

At the State and national level, evaluation
of key elements of the Program provides the
basis for meeting accountability
requirements and for planning and providing
the most effective set of arrangements.

MAJOR RECENT ACHIEVEMENT/DEVELOPMENTS

39. In recent years numerous important developments
have taken place within the AMEP to meet the needs of
migrants or to improve the general efficiency of the
Program. Briefly:

)

(i

(iti)

(iv)

on arrival in Australia non-English speaking
migrants have an urgent need for basic
information about their new environment.
The provision of information in community
languages to newly arrived migrants through
the Bilingual Information Officer (BIO)
pProgram responds to this need economically
and effectively. Some 41 full-time and 70
sessional BIOs, were engaged nationally
covering over 20 community languages at

30 June 1983,

similarily. those people need to be able to
‘communicate in Engiish about everyday
matters., The provision of "survival"
English language courses meets this need.
The number of students catered for by this
arrangement has risen from 3050 in 1977/78
to an estimated 19,000 in 1983/84.

The Consultation with the States across the
range of administrative and educational
igsues is essentiai to the efficient ana
effective running of the program. The
establishment of a national Joint

' Commonwealth States Consultative Committee

to deal with both education arnd
administrative aspects of the program is
proving effective in this regard.

Information about the operations of the AMER
has been less readily available than is
necessary for the effective development and
management of the Program. Improvements
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(vi)

(viL)

1.

have bsen made in arrangements for the
systematic collection of statistics and
major steps taken towards a computerised
AMEP information system which has been under
discussion with the States since late 1981,
Consultants have completed the preparation
of specifications for the system.

Knowledge of the extent and nature of the
resources needed to provide for all migrants
who need to improve their English has been
inadequate. The development of an Effective
Demand Model is being undertaken to achieve
a better understanding of the extent of
Migrant English language needs and the
allocation of resources to meet these

needs, It attempts to bring together the
results of the research studies, Census
details and other available information
systematically to allow forecasting of the
sezvices to be provided by the AMEP in most
effectively fulfilling its aims.

For many people in suburban lccations, as
well as for thoss in remote areas, formal
English language courses are: not appropriate
learning arrangements. The latest insights
into language learning, coupled with the
experience gained by tertiary institutions
in recent years in providing distance
learning courses for adult learners, provide
the basis for a viable alternative. The
preparatory work for the development of a
new distance learning or correspondence
course in English as a Second Language is
now well advanced. A syllabus has been
developed and the senioxr staff for the
project have been selected. They will work
on the project over the next 12-18 months
with a team of writers: supported by artists,
specialists in the presentation of
publications, and staff who will produce the
audio tapes to supplement the written
material. The cdourse will provide for a
close Iink with the home tutor scheme.

A survey of distance learning arrangements
for second language acquisition including
TV, Radto -and other media. in the USA,
canada, UK and Western Europe was carried
out at first hand duging 1983 and will
provide a sound basis for much of the
planning and development of distance
learning arrangements to take place in 1984.
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{viii) Determining the level of language

ix)

x)

(xi)

proficiency of seconad language speakers is
an essential component of a planned and
effective program of language learning. It
is a complex and difficult issue which has
been grasped by the Joint Commonwealth
States Committee, leading to the development
of the Australian Second Language
Proficiency Rating {(ASLPR) for assessing
language proficiency. A comprehensive
rackage including a series of videos has
been prepared to train users.

The preparation of materials for students
and teachers is carried out on a
decentralised basis with teachers at the
local centre and State level contributing
thelir skille and insights to the development
of a range of highiy effective materials.
To enable these materials to be shared
nationally (thus maximising the benefit to
the gtudents on the Program and making the
most effective use of resources) a Clearing
House for the Adult Migrant Fducation
Service (CHAMES) hag besn established. The
Clearing House is based in Adelaide from
where it arranges the exchange of
materials. Plans have beein formulated for
extending and upgrading the arrangement in
1984/85.

A fundamental tenet of the Program is that
the needs of individuals will be caterea
for. However at the time of the Galbally
Report the nature of the needs was little
known. The development of a comprehenszive
research and evaluation program is now
helping the identification of the extent and
nature of students needs. This is
increasingly providing a sound basis for the
adaministration of the AMEP, and assisting in
the planning design of arrangements for
learning.

Thers has bsen a major increase in the
number of people for whom the Frogram
provides. For ‘example the number of
enrollees in all courses and learning
programs has grown from 105,035 {n 1977-78
to an estimated 120,000: in 1983/84. There
has been an accompanying increase in the
provision of educational accommodation.
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13.

The gquality of teaching in the Program is of
a generally high standard. However the
employment of a preponderence of casual
teachers has produced some drawbacks. For
example staffing has been less stable than
in areas of higher permanency with the
consequent loss of experienced and well
qualified staff. The problem is now being
overcome with a major increase in the
proportion of permanent teachers employed by
the Program. Government policy is to
provide for up to 65% of teaching hours to
be delivered by permanent teachers with
effect from early 1984.

The natural desire of many adult learners to
have control of their own learning programs
is the basis for the successful
establishment of self-access Centres;
resourced and equipped in such a way as to
allow migrants to pursue 1sarning activities
independently and to practice particular
language skills at times convenient to
themselves.
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i4.

STATISTICS

40,

ADULT MIGRANT EDUCATION PROGRAM

Ca) Expenditure on Program
(excluding building and capital works)
$
1982-83 36,627,119 1978-79
1981-82 32,241,697 1977-78
1980-81 28,773,040 1976-77
1979-80 23,342,349 1975-76
{(b) Student Enrolments
1982/83
Engolmente
Courses for New Arrivals 18,965
Courses for Earlier Arrivals 74.439
Courses in the Workplace 4.028
Distance Learning Arrangements 7,147
Self Access Centres 6,655
Home Tutor Scheme — 52277
TOTALS 116,513
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*
17,989,810
12,420,249

8,621,174
8,094,295

1983/84

Enrolments
{(estimated)

19,000
74,500
4.400
7,200
9.500
~—5.500

120,000

15.
PART B

The Auditor-Generali’s Report has provided an important
stimulus to reviewing all existing instructions ana
procedurea. The Report coincided with preparation of new
handbooks and was therefore especially timely. Isgues
identified in the Auditor-General's Report are set out
below, with the Department’e comments. (The issuss raised
in the Report are set out in upper case).

COMMONWEALTH/STATE AGREEMENTS

41, NEW AGREEMEKTS HAVE NOT BEEN ENTERED INTO WITH THE
8TATES

comment

An agreement has now bee&n accepted by three States: South
Australia, Western Austrzlia and Tasmania, and with the
Northern Territory. Some matters remain to be resolved in
consultation with the other States. In the case of NSW
and Victoria, the issues are ones of detail, and there 1s
accord in respect of the balance of the provisions in the
new agreement. In the case of Queensland there are more
fundamental 1ssues relating to the extent of State
auvtonomy in the management of the Program. It should be
emphasised that although these difficulties exist
substantlial agreement has been reached on the financial
framework of the Program with these States.

COURSES PROVIDED BY THE STATES

42, THE PROGRAM WOULD BE FURTHER STRENGTHENED BY THE
DEPARTMENT PROVIDING FORMAL APPROVAL TG INDIVIDUAL
COURSES, AND REQUIRING EVALUATION OF COURSES ON A
REGULAR BASIS.

comment

The review and evaluation of individual courses is carriea
out by the States. The Commonwealth role is to coordinate
such activities at the national level.

The Commonwealth coordinates, reviews and evaluates
activities through and with the assistance of the Joint
Commonwealth/States Committee and its sub-committees,

More detailed arrangements are being develioped for
reporting by the States to assist the assessment of the
effectiveness of courses against Program objlectives.
These arrangements will be further strengthened by the
introduction of the AMEP Information System.

A number of problems and disadvantages would flow from the
Department attempting to undertake formal approval of
indaividual courses:

It is contrary to established practice in other
education areas - for example the Technical and
Further Education Council does not approve
individual TAFE courses.
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. The States could be expscted to see thias approach
48 unnecessary and inappropriate intervention by
the Commonwealth, and t¢ resist strongly.

. The examination and approval of more then 5,000
courses annually would require a large number of
appropriately qualified professional staff to be
employed by the Commonwealth,

. The State Bducation authorities, as the local
managers of the Program, have access to more
detalled local information about student needs.
Tranefer of ,the role of individual course approval
to the Commonwealth Would be most unlikely to
improve the quality of such decisions and would
remove from the States the onus of ensuring that
decisions on new courses were soundly based,

Evaluation of the effectiveness of the AMEP can be
achieved more effectively and economically by:

. the setting of objectives, agreed by the
Commonwealth and States/Territories.

. a clear daivision of responsibilities between the
Commonwealth and States/Territories with detailed
Program implementation falling to the States, and,
national planning., evaluation and coordination
residing with the Commonwealth.

. monitoring and evaluation of day to day Program
arrxangements by the States, with adequate
arrangements for keeping the Commonwealth informed
to enable outcomes to be assessed against the
objectives.

STUDENT' ELIGIBILITY

43. PROCEDURES WERE NOT EVIDENT WHICH WOULD ENABLE THE
DEPARTMENT TO ESTABLISH WHETHER PEOPLE ATTENDING
COURSES WERE ELIGIBLE UNDER THE IMMIGRATION
(EDUCATION) ACT.

Comment

The procedures are now set out at paragraph 1.5.1 and
1.5.2 of the AMEP Handbook. The Handbook quotes the
Immigration (Education) Act 1971 as the basis for
establishing eligibility. For tho AMEP students who
receive living allowance., residence status is ascertained
by DIEA officers in the course of dealing with the claim
for 1living allowance. This includes people on courses for
new arrivals and other courses.

For other students the assessment of resident status is
made on the basis of information provided in the
application for entry to a course. Where doubts exist as
to eligibilivy, the application is referred to DIEA for
decislon.
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17.

PAYMENT OF LIVING ALLOWANCES

14. THE AUDITOR-GENERAL SUGGESTED THAT ADVICE BE SOUGHT
FROM THE ATTORNEY-GENERAL'S OFFICE AS TO THE NEED
FOR REGUUATIONS IN RELATION TO THE PAYMENT OF
LIVING ALLOWANCES.

Comment

The Attorney-General's Department has now advised that
regulations are appropriate as a basis for payment.
Accordingly steps are being taken to arrange for the
preparation of regulations. (However, it should be noted
that payments have been in accordance with Government
decisions and appropriations made each vyear. The Living
Allowances have been clearly identified in the
Department’'s explanatory notes.)

FINANCIAL REPORTING TO THE DEPARTMENT BY STATE AME UNITS

45. THE AUDIT IDENTIFIED INCONSISTENCIES AND
INADEQUACIES IN THE FINANCIAL REPORTS RECEIVED BY
THE DEPARTMENT FROM THE STATE ADULT MIGRANT
EDUCATION UNITS.

Comments

As outlined above. accounting and expenditure planning
procedures have been revieed and provide a simplifiea
approach to the financial management of the program. The
procedures include a broadly specified Chart of Accounts
and standarised submisesion reguirements and reporting
formats. The new arrangements are expected to be fully
impiemented by the end of 1983/84.

The provision of certificates (not received from Victoria
for 1981/82 and 1982/83 at the time of the audit) have now
been arranged. The certificate for 1982/83 hag been
provided and that for 1981/82 is being prepared (some
difficulties have been encountered by Victoria because the
information requirea by the Commonwealth 414 not match
readily with State records and because of staffing and
system changes. However the arrangement which are now in
place have overcome the earlier ditfficulties).

46. ESTIMATES OF EXPENDITURE FOR A NUMBER OF TERTIARY
INSTITUTIONS WERE NOT RECEIVED BEFORE THE PROGRAM
ESTIMATES WERE SUBMITTED TO THE DEPARTMENT OF
FINANCE.

Comment
Funding levels are determined by the Commonwealth in the
context of the Annual Budget on the basis of information

on cogts provided by the States/Territories and tertiary
education institutione. The arrangements provided by
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these institutions are contractually based, 1.e. the
initiative belongs to the Commonwealth and not to the
institutions. The AMEP Handbook. (which has been prepared
to supplement the new Agresment with the States on the
AMEP} includes a specified expenditure planning
arrangement.

BUDGETING OF PROGRAM EXPENDITURE

47. PROGRAM ESTIMATES WERE PREPARED ON A DIFFERENT
BASIS TO THAT USED BY THE STATES ~ THE STATES HAD
NOT BEEN ADVISED OF THE CHANGE IN BASIS.

Comment

The previous Government had declded, following the Review
of Post Arrival Programs and Services to introduce a
funding formula for courses tO be provided for new
arrivals. The decision was reached in July 1982 and
details were relayed to all State Governments.

Detailed discussions were held between the Department and
all states/Territories. The Assistant Secretary,
Education Branch, visited all States/Territories to
discuss with respective State Departments the nature and
impact of the changes then proposed. These changes were
then confirmed to each State/Territory by letter.

48. THE PROGRAM BUDGET FOR 1982/83 HAD NOT BEEN
FORMALLY ALLOCATED TO THE REGIONAL OFFICES.

Comment

Planning of expenditure nationally and through regional
offices is undertaken by the Education Branch. Regional
offices are advised of expenditure planning declisions and
participate in discussions between respective State
departments and the Education Branch.

A detailed statement of notional expenditure limits is
provided to the respective regional office on the basig of
Program arrangements established for each State/Territory.

Reglonal offices had been provided, in discussions., with
details of the basis of allocations for 1982/83. Warrant
advice (authority for expenditure) was provided to ail
regional offices in early July 1982,
GUIDELINES/PROCEDURES

49. WEAKNESSES WERE CONSIDERED TO EXIST' IN CERTAIN
GUIDELINES SEEN DURING THE AUDIT REVIEW.
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Comment

The guideiines referred to (except for the guidelines on
ownexship of property used by tertiary institutions which
in covered at paragraph 51 below) have now been revised
and incorporated into the AMEP Handbook. (See attached
copy) . The weaknesses noted by the Auditor-General have
been rectified in the following paragraphe of the Handbook:

. student eligibility criteria: Para‘s 1.5.1-1.5.2
. course assessment and approval

instructions: » 6.1-6.6
. submission of financial data: " 12,1-13.3.4

PROGRAM REVIEW AND EVALUATION

50. THE LACK OF INFORMATION AVAILABLE CENTRALLY
SUGGESTED THAT THE DEPARTMENT WAS NOT IN A POSITION
TO EVALUATE THE PROGRAM EFFECTIVELY.

Comment.

The Department has undertaken the development of an
Information System for the AMEP. This work has been
undertaken in close consultation with the States and has
included the services of external consultants. A
computerised system is expected to be operational in 1984.

Futher developmental work is being undertaken in the area
of measurement of language gains. Detailed consultation
is being undertaken with the states on the development of
evaluation arrangements to assess the effectiveness of
Program learning arrangements.

AGREEMENTS WITH TERTYARY EDUCATION INSTITUTIONS

51. THERE ARE NO FORMAL AGREEMENTS WITH TERTIARY
INSTITUTIONS. DIEA WAS UNABLE TO READILY LOCATE
EXCHANGES OF CORRESFONDENCE WITH TERTIARY
INSTITUTIONS., SOME TERTIARY INSTITUTIONS
APPARENTLY REGARDED PROPERTY PROVIDED BY THE
COMMONWEALTH AS THEIR OWN.

Comment

Exchanges of correspondence concerning program agreements
with esach institution are recorded on file. The
Department. of Finance has confirmed that "an agreement
need not be a formal isgal document as such; an exchange
of letters setting out the details of the conditions
attached to the service for which payment is made would be
sufficient”. The Auditor-General has been advised and has
acknowledged the adequacy of these arrangements. All
tertiary institutions have acknowledged Commonwealth
ownership of assets purchased from AMEP funds.
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PART ¢
WiTNESSES

51. The following officers of the Department may be
called as witneeses if regquired:

Mr I.K Lindenmayer
First Assistant Secretary
Ethnic Affalrs Division

Mr R.H. ‘Ramsay
Assistant Secretagy
Education Branch

Mr G. Chapman

A/g Director

Program Management and pport Services
Education Branch

Mr I. McNeil
Assistant Secretary
Pinance and Services Branch

6 December 1983
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DEPARTMENT OF IMMIGRATION AND ETHNIC AFFAIRS

Attachments & to p may be found on Joi
Public Accounts File 1983/8, Prart B.mm: m@mittee o
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JOINT COMMITTEE OF PUBLIC ACCOUNTS
Inquiry into the Auditor-General's Report
September 1983
DEPARTMENT OF IMMIGRATION AND EUHNIC AFFAIRS Submission by the Department of Industry and Commerce

The following details are submitted in relation to specific
matters raised in paragraph 15.1 concerning warehousing in
the September 1983 Report of the Auditor-General.

Copies of the following documents may be found on Joint
Cogmittee of Public Accounts File 1983/8, Part B.

News release M 14/85 of 9 March 1985

~ Review of the Adult Migrant Education Program i 1. Collection of Fees

(AMEP)
. The Auditor-General detected certain deficiencies in
. Letter from the Department dated 25 March 1985 procedures for recording and collecting amounts payable to
with supplementary information and attaching a \ the Department in the States of Western Australia and
copy’ of the annual AMEP guidelines for the States b New South Wales.
and the Northern Territory

Both States have since instituted recording systems to
ensure that all fees payable are received within the time
specified by the Customs Act and Regulations.

Western Australia has instituted checks on calculations
of pro-rata licence fees and has separated duties in the
cash receipts area.

2. Warehouse Performance

The Auditor-General detected that within the New South

Wales operations Investigation Officer assessment reports were
not placed on Warehouse licensing files in every case.

The Auditor-General suggested that assessment reports

should be required in all cases and that they should

contain a recommendation in respect of renewal of the

licence.
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New South Wales now assess all licenced premises from April
each year prior to re-licensing and this assessment is
attached te the company licensing file.

Central Office is currently developing a standard assessment
report format for incorporation Ln all states.

3. Review of Fees

The Auditor General noted that fees had not been reviewed
or revised since 1977 and that certain fees charged did not
reflect cthe Department's cost recovery policy.

Licence fees were uplifted from 1 January 1983 although prior
to this increase the level of fee had remained unchanged

from 1 November 1977. The increased fee reflected movements
in the Consumer Price Index since 1977.

A further review of warehouse licence fees is to be undertaken.

On 12 December 1983 the Public Service Board indicated its
agreement to the Department engaging a consultant to undertake
an independent review of the basis for levying fees and to
determine an appropriate quantum of fees. The review will
canvass such aspects as the possibility of {ndexing licence
fees and the recovery in full of costs incurred in the control
and maintenance of the licenced warehouse system. It is
expected that tenders for the consultancy will be called
shortly.

4, Eligibility Criteria

Section 81 of the Customs Act provides that a Collector shall
not grant a warehouse licence if the applicant for licence or
an employee of the applicant who would participate in the
management and control of the warehouse is not a fit and
proper person to hold or participate in the operation of a
warehouse licence.

The Auditor-General detected that within Western Australia and
Queensland operations, security checks were not, in all cases,
carried out in respect of this requirement.

Both States now carry out the required security check of key
personnel in every instance.

Inspections of Warehouses

The Auditor-General raised queries in relation to:-

1. Risk Assessment

The Department is currently implementing a nationally
co~ordinated risk management program in the area of warehouse
control, The objectives of this program are:

. Incorporation of clearly understood components.

. Concentration on rating risks.

. Flexibility in the allocation of vesources.

. Measurement of the results of all activities.
Uniformity of appli;g:ion.

Full details of this program have been provided to the Joint

Committee In Lts examination into the Auditor-General's
cency Audic on the Collection of Excise and Deferred

Customs Dutles.

Trials of the program are currently being conducted in
warehouses in New South Wales and Queensland it is proposed
that this program be extended to all States in 1984.

2. Documentation

An integral part of the risk management program is uniform
documentation which readily allows for the measurement of
results. A standard risk rating form and an Investigation
Officer's report form are being developed in conjunction
with the New South Wales and Queensland trial programs

with the intentlion that uniform documentation be introduced
on a national basis.

3. Program of Inspections

The Auditor-General detected that the program for inspection
of warehouses was in arrears in New South Wales and Western
Australia.

The inspection program within Western Australia is now up to
date and will be kept that way wherever possible. Where
delays become unavoidable, revenue risk assessments will
determine priorities for warehouse inspection.

New South Wales reviewed the progress of inspection programs
in March 1983 and it was found necessary to imtroduce
contingency check guidelines that were priority oriented
mainly due to a loss in manpower with officers undergoing
training in conjunction with the introduction of the
Inspection concept throughout the Department. This revised
inspection program i1s now substantially complete.

4. Storage of Goods

Customs Regulation 92(2) provides that no duty paid or
free goods shall be received into any licensed warehouse
without the special authority of a Collector. Permissions
granted by a Collector contain certain requirements which
must be adhered to by the permission holder in the storage
of such goods.

The Auditor-Gemeral detected some instances within the New
South Wales operation where the requirements for separate
storage of dutiasble, and duty paid or duty free goods in
warehouses were not being fully adhered to. '
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Arrangements for the storage of duty paid and free goods

under Custom Regulation 92(2) permission was examined by

a Conference of Assistant Collectorsimland Services. in
December 1982. In accordance with the recommendations of

that Conference programs have since been introduced by
Collectors to ensure that permissions exist only in cases

of demonstrated need and that attention is given to the
receipt into warehouse of duty pald or free goods outside

the terms of permissions issued under Customs Regulation 92(2).

5. Training of Inspection Officers

A standard Inland Revenue training program has now been
introduced on a national basis. Each training course includes
elements of investigation training and risk management
techniques. Courses were run in Brisbane and Melbourne in
November /December 1983. 1In 1984 6 furthei Inland Revenue
Courses, 3 Alcohol Specialist Courses and 7 Petroleum
Specialist Courses are programmed in various State Capitals.

These courses will cater for officers from all States. |

Other Matters

1 Internal Audit

Warehousing is programmed for Internal Audit in New South
Wales, Victoria and South Australia in the 1983/84
Internal Audit Plan.

2. Customs Regulations

A working party to consider a general revision of the
Regulations relating to warehousing comprising representatives
from New South Wales, Victoria and Central Office has identified
areas where it is considered Regulations are required or
amendments are necessary. Before seeking appropriate
legislative amendment proposed changes will be circulated

to all State offices for comment.

3. Internal Check

The Auditor-General found that Internal Check programs were
in arrears and deficient in certain areas in ‘both the New
South Wales and Western Australian operations.

In Western Australia Internal Check programs have been
re-written to cover amended procedures and to provide
for an evaluation of the effectiveness of systems and controls.

New South Wales is currently reviewing.the programs in regards
to basic philosophy and legislative foundation.. The review
will embrace the mechanics and appropriateness of the checks
and address the level of Officer who is to perform each
particular check.
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4.  Computer Controls

The Auditor-General has highlighted inherent deficiencies
in Departmental Computer Controls, specifically in relation to
the use of Warehouse Code File.

The Department's ADP redevelopment timetable allows for
the incorporation of a 'password" facility for "in-house
users' in 1985,

Problems have occurred in some States in relation to rejection
of entries and also with the manual raising of debit nofes for
the collection of the variable portion of warehouse licence
fees. Central Office now supplies monthly to each State a
printout of the Warehouse Code File which is used to cross
check manual records.

Redevelopment currently being undertaken by the Systems
Division of the Department, of the Warehouse Code File will
act to alleviate the identified problems.

5. Movement of Goods

A Departmental Working Party established to review the

overall operation of the underbond removal system including
the scope for computer monitoring of underbond rémovals

2ailfurther developed the Permissions Profile System as
OoLlows: ~

An ADP program has been developed for documentary
control of undocumented cargo moving interstate.

. Minor clerical problems presently exist
within the program and as a result the system
is being evaluated for final proving.

Once proven the priorities given for adding to
the system are:

{a) Movement of undocumented cargo interstate

(b) Movement of undocumented cargo intrastate

(c) Movement of documented cargo (ie warehoused
goods)

The Department has accorded a high priority to the development
of this system.

Whilst the matters reported on by the Auditor General refer
principally to warehousing operations within the States of
New South Wales and Western Australia the report has been
brought to the attention of all other States. Follow-up
action will be initiated on a national basis to ensure
review of those areas of operation identified in the report.

January 1984
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COMPUTERISED ACCOUNTING SYSTEM

1. INTRODUCTION

1.1 The Auditor~-General's Report of September 1983

referred to system deficiencies reported in September
1880 and went on to report that representations had
been made to the Department regarding continuing
delays in the implementation of an improved system for
levies and charges and the need for reporting and

., other user reguirements of the Investment Section to
be enhanced:

i 1.2 This submission seeks to emphasise that

(a) the deficiencies reported in the September 1980
Report were remedied by the Department
immediately they were brought to notice

JOINT COMMITTEE ON PUBLIC ACCOUNIS

INQUIRY INTO THE AUDITOR-GENERAL'S REPORYT SEPTEMBER 1983
{b) there is no suggestion of inadequate internal
collection or investment income

]
Sul
BMISSION BY THE DEPARTMENT OF PRIMARY INDUSTRY i control measures which would jeopardise levy
{

- the object of the initiative to enhance the
existing system is to improve the
effectiveness of the computerised system, by
streamlining processing procedures and
minimising manual procedures, and

the system due to unforeseen events, the
pepartment has, during the past 12 months, been
able to give it high priority and has taken
positive and concerted action to implement more
effective computerised systems in relation to
all its financial management responsibilities.

»

I {c) while there were some early delays in enhancing
i
i
)
i

2. BACKGROUND

2.1 The Department of Primary Industry currently collects
29 levies and charges and receives the proceeds of two
: taxes collected by the Taxation Office. Where
i required by relevant legislation, the Department
disburses amounts equivalent to these collections to
various Statutory Authorities and Trust Accounts.
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2.

2,1.1 fThirteen of these levies and charges are
collected by the Central Office of
the Department located in Canberra, seven are
collected by Regional Offices of the
Department, f£ive others are collected by both
Regional Offices and Central Office and four
are initially collected by outside bodies on
behalf of the Department and then forwarded to
the Department.

2.1.2 Total estimated revenue from these levies,
taxes and charges for, the 1983/84 financial
year is $443,324,000 with $408,029,000
reguiring disbursement to various Statutory
Authorities and Trust Accounts..

The Department is also responsible for the
administration of 23 Trust Accounts, including the
investment of funds surplus to immediate requirements
from 21 of those Accounts.

2.2.1 Investments total approximately $160m.

AUDITOR-GENERAL'S SEPTEMBER 1980' REPORTED DEFICIENCIES

3.1

The Auditor~General's Report of September 1980
referred to deficiencies in the Department's

computerised accounting system which included the
following

. incomplete system and software documentation
. incomplete user and operator documentation

. absence of formalised contractual
arrangments for engagement of software
consultants

. lack of formal data input and error
correction system

. absence of offsite storage of computer
files, file control and back up facilities.

3.1.1. It was subsequently reported by the
Auditor-General in his Report of March 1982
(and reiterated in his September 1983 Report)
that the Department had taken the necessary
remedial action to overcome the shortcomings.

3.1.2 The system at that time was undergoing some
changes to meet new coding requirements in
Department of Finance and to adapt it to
enhanced hardware facilities. These changes
were finalised in 1980,
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3.

4. PRESENT COMPUTERISED SYSTEMS

4.1

The computerised accounting: system utilised by the
pepartment for the levies and charges it collects in
its Central Office in Canberra has been in use since
1877.

4.1.1 Since this system was first developed it has
been progressively adapted and added to as
requirements for new accounting facilities
arise. For instance, 8 new levies and charges,
new management reports and increased data
storage requirements have been incorporated
into the system. The system presently caters
for 17 levies and charges which vary in their
individual requirements relating to frequency
of payment, lodgement of returns and
calculation of levy due.

The Department in late 1980 recognised that a more
effective levies system could be provided with several
enhancements and additions.

4,2.1 In view of its piecemeal development,
foreseeable system maintenance problems and
developments in both programming methods and
hardware facilities, it was not considered
practicable to continue adapting the system
already in use.

4,2.2 The Department thus initiated action to develop
an improved levies computer system with the
work being carried out partly by Departmental
ADP staff.

The Department's computerised system for the recording
and management of Investments of Trust Account moneys
was initially developed in 1978 in conjunction with a
creditors and Trust Account system. An update was
carried out in 1980 to cater for changes to the
Department of Finance ledger system. Since that time
major changes have been made both in the range of
types of investments made and in the manual procedures
employed.

4.3.1 In December 1981 the Department commenced,
investing available Trust Account balances on a
twenty-four hour call basis negotiated weekly.
In August 1982 daily investments were commenced
on the 11 am short term money market using
pooled Trust Account balances.

4.3.2 These short term investments as well as some
new forms of long term investments available to
the Departmeiht, do not fall within the scope of

the existing computerised facilities.
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4.

4.3.3 Major program changes and system developm
as we;l as pxgcedu:al changgs, were recgg:g:éd
as being required to allow for the available
system to accurately record all forms of long
term 1nvestmgnts, to record the short term
investments in an accurate and timely manner
and to provide for the necessary related
reports and calculations. This would have
involved considerable ADP staff resources.

4.3.4 At present the computerised i
A e nvestment system
is used principally to maintain a registgr of

long term investments on a i
o et inve n individual Trust

~ complementary manual procedures i
been examined by the guditor-Genzg;fvshave
office and where necessary altered to meet
audit requirements, are in use in all areas
not covered by the computerised system.

IMPLEMENTATION OF IMPROVED SYSTEMS

5.1 There were some unexpected early delays in progressing

the implementation of im i
eme proved computerised
due to limited resources in the Dega:tment'ss{g;ems
:;ggégg‘i:d the need to develop and implement new
. response to unfo
Specifically: reseen events. More

5.1.1 With the demise of the Mandat
. a system the
Department, having relied fully on this system
for its personnel records, was obliged to

implement its own Person
aopeme nel and Establishment

5.1.2 A computer system to maintain a Forei ishi
Boat register was required tO‘facili;g: Fishing
management of the 200 mile Australian Fishing
Zone established under the Fisheries Act. This
was essgn§1§l to meet the Department's
responsibility in administering the Fisheries
Act and to meet the Government's international
obligations to fish resource management.,

5.1.3 With its increasing word processing
require@ents, and the upgrading in word
processing equipment, there were added workload
pressures placed on the already stretched
Departmental ADP Section. )

142

5.

5.1.4 Following the August 1981 meat substitution
incident and subsequent Royal Commission into
the Australian Meat Industry urgent development
and implementation of computer systems was
necessary to provide more effective control
over meat exports which represent a significant
export industry. Further, Australia's
international credibility was in jeopardy.

Throughout the period since 1980 the Department has
sought concurrently, to achieve two objectives. The
first was to develop in an evolutionary way, to the
extent practicable, computerisation of existing
systems. The second was to respond to additional
tasks occasioned by legislative and administrative
developments which were unforeseeable but which, of
necessity, had to be met.

5.2.1 Substantial work was carried out on the
improved levies system to the extent that 75%
of the programming requirements, and procedures
have been completed.

6. RECENT DEVELOPMENTS

6.1

Development of the improved levies system and
enhancement of computerised facilities for investments
have now been incorporated into a broader
computerisation strategy. The principal aspects which
resulted in the broader strategy were the
recommendations of the Joint Management Review of
Administration of Rural Research and the recognition
by the Department of a need for an integrated approach
to computerisation of its financial systems.

6.1.1 1In May 1982 a Joint Management Review (JMR) of
Research Trust Accounts was proposed to the
Public Service Board to examine administrative
procedures including the investment of surplus
funds. The proposal was approved and the JMR
undertaken in the first half of 1983.

6.1.2 The report of the JMR was presented to the
Public Service Board and the Department on
20 May 1983 and its recommendations relating to
computerisation of investments is now being
implemented, through the broader IFMS proposal
referred to in paragraph 6.1.3 below.
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6.2

7.
7.1

6.

€.%.3 In March 1983 the Department developed a new
policy proposal and obtained funds for the
1983/84 financial year to investigate and
implement an integrated financial management
system (IFMS). This system is seen as having
important management advantages and will not
only encompass levies and investments which are
being accorded the highest priority for
development but also Trust Account
administration, creditors, debtors, estimates,
loans and human resources budgeting.

In order to expedite action on the proposal, the
Department has employed the services of consultants,
Touche Ross Services, to carry out the necessary
investigative and implementation work. By adopting
this course of action the types of delays previously
experienced in implementing improved computerised
systems will be avoided.

6.2.1 Touche Ross Services are due to present their
proposals for the integrated financial
management system (IFMS) on 12 December 1983,
The implementation of the agreed proposal,
which will be limited by the constraints of.
time and funds availability, is due for
completion by the end of May 1984.
Nevertheless it is planned that the agreed
proposal will, at a minimum, satisfy the areas
of concern expressed by Audit in respect of
Levies and Investments.

SUMMATION

Whilst there were some early delays in implementing
improved computerised systems in relation to levies
and investments, these were mainly due to unforeseen
and higher priority apr commitments and against the
background that there is no suggestion that the
existing systems do not provide satisfactory control
measures,

7.1.2 Tthe original computerised levies system has
continued to be utilised, with limited manual
systems being required to complement it to
ensure all necessary accounting controls are
provided.

7.1.3 It maintains individual levy payer records of
amounts of levy and late payment penalty
payable and amounts paid and outstanding. It
provides management reports which facilitate
banking of moneys received and follow-up of
outstanding returns and amounts. Statistical
reports on moneys payable and collected and
quantities declared are also available.
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7.

7.1.4 1In relation to investments, the Dppartment is
continuing to concentrate its efforts on
maximising investment earnings and until such
time as the IFMS computerised system is
available manual control and reporting .
procedures will be used in areas not serviced
by the present computerised system.

During the past 12 months, the Department has beep
able to give high priority to the gnhancement of its
computer systems and has made considerable progress,
including a Joint Management Review with the Public
Service Board, a New Policy Proposal to investigate
and implement an integrated financial management
system, and the employment of exteryal consultants,
Touche Ross Services, to help expedite progress.

2. sent. indications are that the proposed date
7e2ed i;elz December 1983 for submission of thg IFMS
proposal will be met and the Department is
confident that the completion d§te for
implementation, (31 May 1984) will also be met.

8. CONCLUSION

8.1

The Committee can be assured that the current momentum
which has been developed in the past twelve.months
will be maintained. The Department is partlcgla:ly
committed to effective and timely imple@eptatloq of
the JMR and IFMS proposals which at a minimum will
remove the basis for concern expressed ?y the
Auditor-General., The highest priority in the
implementation phase of the IFMS project is being .
accorded to the levies and investment systems and it
is expected that these enhanced systems will be
operating before 31 May 1984.

5 December 1983
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JOINT COMMITTEE OF PUBLIC ACCOUNTS

Inguiry into the Auditor-General's Report - September 1983
Submission by the Department of Territories and Local
Government

National Sports Centre
Statement of Management Policy and Objectives

DEPARTMENT OF PRIMARY INDUSTRY 1. The National Sports Centre provides a wide
variety of sporting facilities for training and
competition purposes. The main client is the Australian
Institute of Sport which is a company incorporated as

a public company limited by guarantee under the ACT
Companies Ordinance.

Management

2. The National Sports Centre is managed by the
Department of Territories and Local Government and its
A copy of a letter from the Department of Primary principal functions are to provide -
dated 1 April 1985, providing supplementary . ) )
%gggf;;{ion may be gound on 5oint Committee of Public (a) priority of access to the Australian Institute of
Accounts File 1983/8, Part B. Sport for:

a) Resident coaching program

b) National Sports Training Scheme.

c¢) Athletes from Developing Commonwealth Nations
Scheme

(b) competition venues for sports at international and
national levels.

{(c) training facilities for teams under the National
Sports Training Scheme.

(d} a focus for national junior development and training
programs where use of modern sports medicine
facilities is especially important.

(e} a venue for entertainment, conventions and rallies
on a 'user pays' basis.

(£) a focus for ACT sporting groups and, when

appropriate, use by institutions and community
groups.

Objectives
3. In managing the Centre, the Department

endeavours to meet a wide range of objectives, in
particular, the maximum use of all facilities.
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4. Whilst assuring priority access for the
Australian Institute of Sport, the Centre management is
concerned that the multi-purpose complex is used by as
many sporting groups as possible, particularly at
national and international levels. Experience has
shown that the Centre has great potential for a variety
of entertainment ventures. Pop concerts, a grand
opera, a world-class equestrian tournament and a circus
have featured in the calendar of events.

5. By offering facilities unmatched elsewhere in
Canberra, the Centre has great appeal for commercial
entertainment, providing significant opportunities to

offset operating costs. These opportunities will increase

as additional training areas are completed, freeing
major spectator venues for other uses. However, even
the specialist training areas, when not required by the
Institute, can be promoted for a range of uses and thus
earn revenue.

Facilities
6. The National Sports Centre comprises:

(a) National Athletics Stadium (completed 1977)
catering for athletics, major team sports and
outdoor concerts.

(b) National Indoor Sports Arena (completed 1981)
catering for basketball, tennis, some olympic
sports, indoor concerts and other activities.

(c) Specialist Training Facilities (completed
progressively) comprising:

(i) outdoor floodlit grass oval with provision
for two soccer training pitches;

{(ii) outdoor netball, tennis and athletics
field events arena;

(iii) indoor gymnasium and warm-up hall with
safety pit;
(iv) swimming hall including 50m and 25m pools;
(v) tennis hall with four plexicushion courts.

(d) Sports Medicine Facilities comprising fully
equipped sports science laboratories in the
Stadium to cater for AIS athletes. (These
facilities are currently accommodated in the
grandstand of the Athletics. Stadium).
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Future Development

. The Works Program for completion during 1984
involves:

(i} an outdoor synthetic surface suitable for
international hockey oxr soccer training with
provision eventually to accommodate up to
8,000 spectators;

{(ii) weightlifting competition theatrette and
training hall with adjacent changerooms
{public and Institute teams) for the new
specialist training facilities;

{(iii) a five court training hall with timber floor
suitable for three basketball and two netball
courts.

8. The National Capital Development Commission
has prepared a conceptual master~plan providing for the
Centre's possible future development, including:

(i) administration wing for the Institute Director
and staff

(ii) building for sports medicine/sports science
facilities

{(iii} accommodation for 300 sports students
(iv) cafeteria
{v} library and conference facilities

Auditor-General's Findings

9. In paragraph 20.3 of the Auditor-General's
Report of September 1983, he commented upon various
aspects of the financial operations of the National
Sports Centre. The Department's comments are:

(a) Written Procedures

The Department has conducted a detailed investigation

into the financial and accounting arrangements of
the Centre. This investigation indicated the strong
need for the Centre's financial operations to be
placed on a more appropriate basis to enable the
entrepreneurial and promotional objectives of the

Centre to be fully supported. The proposal involves

the establishment of a Trust Account and
negotiations are proceeding with the Department of
Finance with this aim in view. Such a system will
enable the Centre's management to achieve the

flexibility to maximise utilisation of the facilities

in competition with other entertainment centres
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(b}

(c)
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around Australia - Perth, Melbourne and Sydney
rather than having to operate on the present
'bare walls' policy whereby the facilities are
handed over to a Promotor/Entrepreneur who is
responsible for all services (ticketing, ushering,
payment to contractors etc). Pending a final
decision on the proposed introduction of a new
system, the Department decided not to allocate
scarce resources to the preparation of detailed
written procedures. In the interim the Centre is
operating in accordance with the requirements of
the Finance Manual supplemented as necessary by
specific advice to meet the particular operations
at the Centre in relation to revenue collection
and hiring agreements.

Assets

Procedures have been introduced to reinforce the
security over the Centre's assets as follows:

(i) locked gates have been installed to
safeguard weightlifting equipment.

(ii) the integration of micro-wave alarm systems
and electrically locking doors throughout
the Centre's present and future buildings
is being undertaken in consultation with
the National Capital Development Commission.

(iii) Stadium turnstiles are being upgraded as
part of works for the 1985 International
Amateur Athletics Federation World Cup 4.

(iv) all assets have now been accounted for in
the annual stocktaking and the assets
register has been updated.

Hire Agreements and Charges

All hirings other than by the Australian Institute
of Sport are recorded in the hirings register.

As the amount payable by the Institute is based
upon a fixed annual assessment it is not deemed
necessary to record individual hirings by the
Institute.

The Department is proceeding to finalise a formal

agreement with the Australian Institute of Sport.

However the absence of such an agreement has in no
way affected alternative use of the facilities.

It has always been agreed between the Australian
Institute of Sport, the Department of Sport,
Recreation and Tourism (and its predecessor) and
the Department of Territories and Local Government
that the Institute would pay on the basis of the
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(d)

(e)

use it makes of the facilities at the National
Sports Centre based upon an annual.foregast of
that use. This has been the practice since

the Institute commenced operation in January 1981
and charges have been as follows:

1980/8% - $105,000
1981/82 -~ $250,000
1982/83 - $350,000
1983/84 - $600,000 (estimated)

As set out above it has been the policy of the
Department to maximise use of facilities.at the
National Sports Centre. However Aust;allan
Institute of Sport training and coaching
requirements must of necessity be changed at
short notice at times, and similarly teams of?en
are absent from Canberra at competitions, again
sometimes at short notice. In these
circumstances it is not always possible to put
the facilities to alternative uses but despite
this non-Institute use has grown consistently
since 1981.

Revenue

The collection of revenue at the Centre is now in
line with the procedures adopted thrgughout the
Department. In particular this agplles to the
lodgement of a statutory declaration of gate
receipts by hirers. 1In addition, the Centrg's
staff work overtime to check turnstile readings
or box office sales for events held at the
National Sports Centre. {The establishment of
a Trust Account to enable the Department to move
from its current 'bare walls' policy would alter
these checking requirements).

Sundry Debtors

The Sundry Debtors ledger is rggu}arly reviewed with
a particular emphasis on identlfylngvtardyldebtors.
Consequent recovery action in accordance with
approved Departmental procedures and wherg necessary
in consultation with the Deputy Crown Solicitor's
office is being vigorously pursued. This action
has resulted in the settlement of a number of
outstanding accounts and action on other accounts

is continuing.

2 December 1983
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JOINT COMMLITTEE OF PUBLIC ACCOUNTS

Inquiry into the Auditor-General's Report - September 1983
Submission by the Department of Territories and Local Government

ADDITIONAL SUBMISSION

Responses to Questions posed in Memorandum 1983/8 of
20 January 1984 from the Committee

1. WRITTEN PROCEDURES

(a) Question

Answer

(b) Question

Answer

Provide details of the proposed new financial
and accounting arrangements including progress
to date on the implementation of these
arrangements.

As advised in the Department's submission of

2 December, 1983, approval was sought from the.
Department of Finance for the estdblishment of

a Trust Account. In a memorandum of 3' February
1984 the Department of Finance has rejected that
proposal. It is intended to pursue this matter
further as, in the opinion of thig Department, a
Trust Account would provide management with a more
effective control for matching expenditure .against
revenue. Development of detailed dccounting
procedures for the operation of such a Trust
Account has been deferred pending approval in
principle. However, the Department operates a
number of other Trust Accounts and there will be
substantial similarity in many of the existing
financial and accounting procedures. This will
expedite the development of procedures for the
account should approval be granted.

1n the interim, the Department has issued. detailed
financial procedures, including procedures for the
collection of revenue, which cover all aspects of
the operation of the Centre. A copy of thé
procedures is at Attachment 1. Expenditure cpntrol
is maintained in the normal manner through the
budgetary process, the requirements of the Audit
Act, Finance Regulations and Directioms.

Are written instructions being prepared for use in
conjunction with new procedures?

See above answer.
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2. HIRE ARRANGEMENTS

A A

(a)

(b)

(c)

(d)

Question

Answer

Question

Answer

Question

Answer

Question

Answer

Provide details of hire arrangements with parties
other than the Australian Institute of Sport.

At present the Department has a "bare walls" hiring
policy which gives all responsibility to the hirer
for production costs and admission and other
receipts. The calculation of National Sports
Centre hiring charges is based on a percentage of
gross receipts or a minimum charge, whichever is
the greater. Hirers are required to enter into a
formal contract with the Centre for the hire of
facilities.

A copy of the standard contract and of the schedule
of fees and charges that are levied are at
Attachment 2. These fees and charges are reviewed
annually and approved by the Minister for
Territories and Local Government.

Are there any formal agreements with hirers other
than the Australian Institute of Sport?

Yes. All hirers are required to enter into a
standard contract as mentioned at 2(a) above.

Are charges with other hirers clearly established
and how are rates. determined?

Yes. Charges are listed in the publication "Fees
and Charges — Department of Territories and Local
Government”. The relevant extract is shown at
Attachment 2. Charges are determined having regard’
to costs of operating the facilities and comparable
charges elsewhere. The Schedule of Charges is
reviewed annually and approved by the Minister for
Territories and Local Government.

Reasons. for the failure to conclude a satisfactory
agreement with the Australian Institute of Sport.

The then Department of the Capital Territory
recognised the importance of reaching an agreement
with.the Australian Institute of Sport as early as
May 1980, . It raised the matter with the then
Department .of Home Affairs. Following detailed
discussions between the Institute, after its
establishment, and the Departments of Finance,
Home' Affairs and the Capital Territory, a draft
agreement was forwarded to the Executive Director
of the Australian Institute of Sport on

30 October 1981.
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Since the forwarding of this agfeement there has
been considerable discussion and correspondence
between the Department and the Institute about
various provisions in the agreement. The principal
difficulties associated with finalising an
agreemerit have been:

. the problems arising from the new and unique
nature of the Institute and of the Centre
itself, including the rapid development of a
range of diverse facilities;

. the resolution within an agreement of competing
demands for facilities between the training
requirements of the Institute and the needs of
the community;

. the financial relationship between the Institute
and the Department, particularly the basis on
which the Institute is charged for its use of
the facilities; and

. the resolution by Government of the objectives and
future development of the Institute.

Following recent discussions between this Department,
the Department of Sport, Recreation and Tourism and
the. Institute, a revised agréement has been prepared
and forwarded to the Institute for consideration.
This agreement moves away from the concept of a lease
between the Department and the Institute to an
agreement covering thé use of the facilities by the
Institute. A copy of this agreement and relevant

correspond is at Attachi 3.

It must be pointed out that the absence of an
agréement with. the Institute has not resulted in the
loss of income or diminished the use of the
facilities at the Centre by other groups and the
community.

Provide details of mulciple use of the facilities
of the National Sports Centre.

To assist the Committee in understanding the multiple
use of the facilities at the Centre, Attachment &
provides details of:

. the use of the facilities by the sports training
program of the Australian Institute of Sport; and

. the use‘of the facilities by other organisations
for a selected week in November 1983.

Complete details of all users of the Centre are
available should this be required.
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3. REVENUE

{a) Question

Answer

(b) Question

Answer

{¢) Question

Answer

4. SUNDRY DEBTORS

{a) Question

Answer

Provide details of current procedures for collecting
revenue.

See Attachment 1.

Are the statutory declarations of gate receipts
by hirers always received?

Yes. Statutory declarations by commercial hirers
are systematically sought and received except when
hirers settle up immediately at the cessation of an
event at the agreed level of charge. When this
occurs, an officer of the Centre is present during
the collation of used and unused tickets and the
establishment of debt.

Statutory declarations by community hirers are
systematically sought but are not pursued when the
percentage of gross receipts is less tham the
minimum hirer deposit already paid.

Provide details of how the proposed new accounting
procedures will affect the collection of revenues.

Under a Trust Account, the Department would be able,
using its own staff, to collect all revenue and
reimburse the hirer without the necessity of paying
all revenue into the Consolidated Revenue Fund and
paying all reimbursements by way of appropriation.
The present policy, whereby hirers collect the
revenue and subsequently pay the required charges
to the Department is a less satisfactory way of
achieving the same end.

Provide details of outstanding debtors and the
mechanisms for recovery of debts.

Details of outstanding debtors as. at 2.2.84 are
shown in Attachment 5. Procedures for the recovery
of debts owing to the National Sports Centre are in
line with procedures. elsewhere within the Department
whereby recovery of unpaid accounts is carried out
in line with a predetermined ledger review program.

Specifically, action is taken in respect of all
outstanding, accounts during each review. Steps
followed' are:

(a) 1If the debt is unpaid at the due date for
payment a first reminder letter is sent.
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(b) If by the next review, the debt is still

outstanding, a second reminder letter is. sent.

Special collectors may be used to check
addresses and to serve legal notices.

(c¢) 1I1f by the next review, the debt is still
outstanding, the account is referred to
the Deputy Crown Solicitor for recovery
action,

There is an agreement between the Deputy Crown
Solicitor's Office .and the Department regarding
payment of debts by instalments.

13 February 1984
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DEPARTMENT OF TERRITORIES AND LOCAL GOVERNMENT

Attachments 1 to 5 may be found on Joint Committee of
public Accounts File 1983/8, Part B.
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JOINT COMMITTEE OF PUBLIC ACCOUNTS

Inquiry into the Auditor-General's Report 1982-83
Submission by Department of Transport concerning the
Tasmanian Freight Equalisation Scheme

1. Auditor-General's Report

- 1,1 The Auditor General's Annual Report, tabled in the

DEPARTMENT OF TERRITORIES AND LOCAL Parliament, in September 1983, raised in paragraph
22.2 i i i '

GOVE N 2 various matters regarding his officers' audit

of the Tasmanian Freight Equalisation Scheme (TFES}.
Audit's findings were brought to the attention of
the Department's Assistant Director in Tasmania

in a letter dated 22 December 1982 and included the
following:

(i) procedures within the Department should ensure
that goods receiving northbound freight
assistance are not subsequently exported from
the mainland thereby becoming ineligible for

ist.
? czp{ :f ag agreemeng between the Australian assistance
nstitute of Sport and the Commonwealth, signed in June (ii) satisfactory stocktaking methods have not been
1984, may be found on Joint Committee or Public ! ‘ : H o i
Accotnts File 1983/8, Pact B. ? adopted by the Department to verify physically

quantities and' descriptions. of goods shipped
from Tasmania

(iii) risk assessment adopted for checking claims
should be based on an evaluation of the
claimants' systems and internal controls
in addition to the current criteria of
materiality and error rate

(iv) working papers prepared by departmental
field officers should record the basis of
selecting claims for check and should record
all tests performed.

1.2 The Auditor-General's report acknowledged the
Department's response regarding items (iii) and
(iv) above. The réport also acknowledged the
difficulties involved in the detection of abuses
of the scheme with regard to item (i) above but
congidered‘the Department should give further
consideration to the problem.

2. Policy and Objectives of TFES

2.1 on 1 July 1976, following the findings of the' Royal
Commission of Inquiry into Transport to and from
Tasmania (the Nimmo Commission), the then Commonwealth
Government. introduced thé TFES to compensate Tasmanians
for their freight cost disadvantages 'because of their
lack of aécess to interstate road and rail transport.
The schemé provides assistance on consignments of
specified commodities shipped notthbound from.Tasmania
as well as raw materials and equipment shipped from
the mainland for certain Tasmanian industries.
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3.

TFES

3.1

3.3

2.

Over the past seven years, various anomalies have surfaced
in the scheme. The Government has acknowledged that a
review of the scheme is -overdue and is now proposing to
refer the 'scheme ‘to the Inter-State Commission (ISC) as its
first task. The terms of reference are currently being
prepared and before these are referred to the ISC

the Minister for Transport has indicated his intention

to consult with the Tasmanian Government and industry.

The ISC is expected to commence its public investigation

of the: TFES in early 1984,

Administration

The day-to-day administration of ‘the scheme is ‘the
responsibility of the Department's Assistant Director
in Tasmania. All enquiries regarding the scheme as
well as the veceipt and payment of claims take place
in, or are arranged by, the Hobart Office. The
equivalent of ten people in the Hobart Offiice are
engaged full time in the administration of the

scheme. The equivalent of three people are engaged
on a similar basis in the Department's Central

office.

The northbound portion of the TFES currently lists

82 commodity groups. as being eligible to receive

TFES assistance. Additional commodities may be added
from time to time by the Minister for Transport

after consulting with the Minister for Finance.

Central Office staff are responsible for investigating
applications for the inclusion of northbound commodities.
The level of the freight cost disadvantage: for new

items is assessed by the BTE.

Under the southbound portion of the TFES, rates of
assistance are set for generalised items e.g. general
cargo, refrigerated cargo, rather than for specific
commodity groups, This procedure was implemented
because of the wide range of raw materials and
equipment eligible. for southbound assistance.

To receive southbound assistance manufacturing and
mining industries are required to. register
themselves with the Department and accordingly raw
materials and equipment are registered on. an
individual company basis. Primafy producers are not
required to undergo these registration procedures,
The southbound portion of the TFES is administered
wholly by the Department%s Tasmanian office and only
matters relating to policy issues are referred to
Central Office for consideration,

Assistance is provided by way of direct payment -to
the persons who incur the costs of carriage of
eligible cargoes. The consignor is the claimant
if he pays the freight. Where cargo:ig consigned
on the basis of the consignee paying the freight
charges, the consignee will be the claimant,
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4.1

3.

4. Administrative Deévelopménts

Following the audit of the TFES, the Department has
provided advice to thé Auditor-General's office on
the four items faised in ‘the Auditor-General's
Annual Report listed in paragraph 1.1 above.

Item (i) The Department's claim processing and checking
procedures, together with field inspéction checks,
which apply to all claimants, are designed to identify
those cases where a direct overseas consignment occurs.
Thése routine procedures have enabled the detection

of a small number of cases. All assistance paid on
such ineligible shipments has been recovered.

However, identifying goods which are consigned to

the mainland and in a separate transaction later
exported is a more difficult proposition, . The
Department has taken action to identify problems in
this area, particularly when the parties to a
transaction- sell in both the export and domestic
markets. For exampleé, Tasmanian apple exports from
mainland cehtres have been monitored as have Tasmania's
interstate apples shipments. However these checks
have been inconclusive owing to the practice of
glacing‘stocks in cool storage for sale at a later

dte.

As a result of thé Auditor-General's comments, the
Départment instituted during November a program of
“consignment tracking™ on the mainland to assess the
final usage of a selected sample of consignments.
When sufficient information has been gathered, an
asséssment of the effectiveness of this program will
be undertaken.

Itemr (ii). It is a 'basic condition of the scheme that
assistance is paid only after cargoes have actually
been shipped and theé freight payments made. A
further complicatihg factor is that there is no
time limit within which claims must be lodged. In
the past some attempts have been made to undertake
physical stocktaking where specific problems have
been identified, Because of the difficulties in
reconciling details when claims are lodged, the only
practicable and cost effective way to identify
whether the guantities and descriptions of goods

are accurate is through routine claims assessment
procedures and field inspections.

Item (iii) 'With regard to the development of the
field officer inspection program and the selection
of claimants and claims to. be checked, the
Department utilizes a method based on risk
assegsment., In determining the degree of risk,

the number and types of errors on claims as well

as observations from field officers' visits to
claimants are taken into consideration, In addition
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2.

Over the past seven years, various anomalies have surfaced
in the scheme. The Government has acknowledged that a
review of the scheme is overdue and is now proposing to
refer the scheme to the Inter-State Commission (ISC) as its
first task. The terms of reference are currently being
prepared and before these are referred to the ISC

the Minister for Transport has indicated his intention

to consult with the Tasmanian Government and industry,

The ISC is expected to commence its public investigation

of the TFES in early 1984.

TFES Administration

3.1

The day-to-day administration of the scheme is the
responsibility of the Department’s Assistant Director
in Tasmania. All enquiries regarding the scheme as
well as the receipt and payment of claims take place
in, or are arranged by, the Hobart Office, The
equivalent of ten people in the Hobart Office are
engaged full time in the administration of the

scheme. The equivalent of three' people are engaged
on a similar basis in the Department's Central

office,

The northbound portion of the TFES currently lists

82 commodity groups as being eligible to receive

TFES assistance., Additional commodities may be added
from time to time by the Minister for Transport

after consulting with the Minister for Finance,

Central Office staff are responsible for investigating
applications for the inclusion of norxthbound commodities.
The level of the freight cost disadvantage for new

items is assessed by the BTE.

Under the southbound portion of the TFES, rates of
assistance are set for generalised items e.g. general
cargo, refrigerated cargo, rather than for specific
commodity groups. This procedure was implemented
because of the wide range of raw materials and
equipment. eligible for southbound asgsistance.

To receive southbound assistance manufacturing and
mining industries are required to register
themselves with the Department and accordingly raw
materials and equipment are registered on an
individual company basis. Primary producers are not
required to undergo these registration procedures.
The southbound portion of the TFES is administered
wholly by the Department's Tasmanian office and only
matters relating to policy issues are referred to
Central Office for consideration. '

Assistance is. provided by way of direct payment to
the persons who incur the costs of carriage of
eligible cargoes. The consignor is the claimant
if he pays the freight. Where cargo is consigned
on the basis of the consignee paying the freight
charges, the consignee will be the .claimant.
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3.

4. Administrative Developments

4,1

Following the audit of the TFES, the Department has
provided advice to the Auditor-General's office on
the four items raised in the Auditor-General's
Annual Report listed in paragraph 1.1 above.

Item (i) The Department'’s claim processing and checking
procedures, together with field inspection checks,
which apply to all claimants, are designed to identify
those cases where a direct overseas consignment occurs.
These routine procedures have enabled the detection

of a small number of cases. All assistance paid on
such ineligible shipments has been recovered.

However, identifying goods which are consigned to

the mainland and in a separate transaction later
exported is a more difficult proposition. .The
Department has taken action to identify problems in
this drea, particularly when the parties to a
transaction sell in both the export and domestic
markets. For example, Tasmanian apple exports from
mainland centres have been monitored as have Tasmania's
interstate apples shipments. However these checks

have been inconclusive owing to the practice of
placing stocks in cool storage for sale at a later
date.

As .a result of the Auditor~General's comments, the
Department instituted during November a program of
“"consignment tracking" on the mainland to assess the
final usage of a selected sample of consignments.
When sufficient information has been gathered, an
assessment of the effectiveness of this program will
be undertaken.

Item (ii). It is a basic condition of the scheme that
assistance is paid only after cargoes have actually
been shipped and the freight payments made. A
further complicating factor is that there is no
time limit within which claims must be lodged. 1In
the past some attempts have been made to undertake
physical stocktaking where specific problems have
been identified. Because of the difficulties in
reconciling details when claims are lodged, the only
practicable and cost effective way to identify
whether the quantities and descriptions of goods

are accurate is through routine claims assessment
procedures and field inspections.

Item {i3i) With regard to the development of the
field officer inspection program and the selection
of claimants and claims to be checked, the
Department utilizes a method based on risk
assessment., In determining the degree of risk,

the number and types of errors on claims as well

as observations from field officers' visits to
claimants. are taken into consideration. In addition
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to the criteria of materiality and error rate the
Department takes into account a company‘s accounting,
systems and internal controls as proposed by the
Auditor-General. Over the years, the Department has
found a direct correlation between the number and
types of errors and poor company systems and controls
procedures.

Item (iv). It is accepted that field officers'
reports should record the basis of selecting claims
for check and should record all tests performed.
Action has been taken to ensure such matters are
recorded. The present method of selecting
claims to be checked by the field officers allows
for a subjective judgement of the field officer
on what he considers are the most appropriate
claims to be checked. Despite this the Department
recognises the merits in an independent selection
£ claims being investigated. As a result, while
some claims to be checked will continue to be
selected by the field officers, others will
be selected independently by other officers.

5. Conclusion

5.1

As a result of the findings in the Auditor-General's
Annual Report, the Department has introduced some
revised procedures, These should improve administration
of the TFES and satisfy the Auditor-General's concern.
The new procedures are being monitored to assess their
effectiveness.

The Government has announced that the TFES is to be
reviewed by the Inter-State Commission as its first
task. This will be a substantial inquiry and will
be public and independent. Consequently the Joint
Committee might wish. to take this into account in
determining whether a separate and concurrent
investigation is desirable.

1 December 1983
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JOINT COMMITTEE OF PUBLIC ACCOUNTS

INQUIRY INTO THE DEPARTMENT OF THE TREASURY

SUBMISSION ON EXPENDITURE IN EXCESS OF WARRANTS OF THE
GOVERNOR GENERAL

(Paragraph 2.3.1 of the Auditor~-General's Report for the year
ended 30 June 1983 refers)

The three instances of expenditures have been investigated
and the following comments are provided.

QANTAS - REPAYMENT OF LOANS (PRINCIPAL)
AUSTRALIAN NATIONAL AIRLINES COMMISSION ~ REPAYMENT OF LOANS
(PRINCIPAL)

BACKGROUND

In respect of the loan repayments concerned, Qantas and the
Australian National Airlines Commission are required (under
the terms of the respective on-lending agreements between the
Commonwealth and the two authorities) to pay to the
Commonwealth - in advance - amounts equivalent to the
Commonwealth's repayment liability. The repayments which are
the subject of this submission were made by the Department of
Finance Regional Office, Washington against appropriations
under the control of Treasury. Until 1981-82, the amounts
paid by the two authorities to the Commonwealth were credited
to a special appropriation {and netted against the
expenditure). Warrant Authority and Warrant Advice were
available to cover repayments under this arrangement. In May
1982, some doubts were expressed by the Auditor-General about
whether section 36C strictly covered the Qantas and
Australian National Airlines Commission payments or whether
the amounts should be paid to separate item rather than to.
the credit of the expenditure items concerned.

2. An alternative ledger structure was sought in May 1982
by Treasury and approved by the Department of Finance to
cover this possibility. However, following the
Auditor-General's further queries as set out in his report
for the year ended 30 June, 1983 it has become apparent that
the restructuring has not provided a completely watertight
system. 1In particular, the separate items established for
the receipt of Qantas and Australian National Airline
Commission payments were set up as heads of expenditure and
the “receipt" items were set up in parallel with the
expenditure items.

3. Under the terms of ‘the on-lending arrangements,
previous expenditures had taken place in 1982~83 against the
jtems in question. After taking into account the credits
from the Qantas and Australian National Airline Commission
payments, the amounts available would have been sufficient to
meet the Commonwealth repayment liability.
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4. However, in each case the over expenditure against
Governor-General's Warrants resulted from the Department of
Finance Regional Office, Washington not recognising that a
change in the ledger structure for the expenditure items
concerned had implications for the treatment of expenditure
against those items, in that it was no longer sufficient to
rely on the availability of credits in different items in the
ledger before undertaking expenditure.

CORRECTIVE ACTION

5. Further restructuring of the ledger has been initiated
by the Department of Finance which should eliminate the
possibility of a future similar occurrence and the Department
of Finance Regional officers will be informed of the new
procedures.

INCOME EQUALIZATION DEPOSITS (INTEREST)

6. Governor-General's Warrants are required to cover
expenditure by way of interest payments accruing from Income
Equalization Deposits.

7. The: payment which is the subject of this section of the
submission was made by the Department of Finance Regional
Office, Sydney against appropriations under the control of
the Treasury.

8. The sequence of events involved in this particular
expenditure in excess of Warrant Authority is, unfortunately,
clouded by the absence of the funds exception reports on
which the Department of Finance Regional Office, Sydney has
stated it recorded the relevant funds clearance (Warrant
Advice number). The reports, under the then existing
procedures, were held for only one month: these procedures
have now been amended to preserve the reports for one year.

9. The Department of Finance has stated that the Sydney
Regional Office "is confident that it sought and received the
relevant advice before releasing the cheque, in accordance
with the procedures laid down in Chapter 6 Paragraph 11.4.1
of the Finance Ledgers Manual". (An extract from the Manual
is Attachment A.)

10. At the time of clearance of the payment under this
item, there were some three related chargings involved, all
of which required funds clearance. It is suggested that the
Department of Finance Regional Office, Sydney might
mistakenly have assumed that clearance on one or all of the
other items listed had also been applicable to the Income
Equalization Deposits payments.

3

11. In the absence of specific evidence to the contrary,
human error in the Department of Finance Regional Office,
Sydney thus seems the most likely explanation of this excess
payment. Proper procedures to obtain Warrant were set in
motion immediately, independently of and notwithstanding the
apparent human error.

CORRECTIVE ACTION

12. So that any shortfall in Warrant Authority may in
future be rectified in advance of cheques being prepared, the
telex from Central Treasury to the Department of Finance
Regional Office, Sydney authorising the payments, will be
first cleared prior to despatch with Finance and Services
Section, Management Services Branch, Department of the
Treasury.

DEPARTMENTAL WITNESS

13. The departmental witness will be Mr Rowe, Assistant
Secretary, Management Services Branch, Department of the
Treasury.

GENERAL

14. The Treasury first became aware of these matters on
16 August, 1983 as a result of some preliminary enquiries by
a Commonwealth Auditor. Although the Report of the
Auditor-General states that "the matter was raised with the
Department on 25 August, 1983" the memorandum of that date
from the Auditor-General's Office was never received in the
Treasury and a copy of it was finally obtained by Treasury
officers only on 20 September, 1983 - a fact having a
material bearing in the Auditor-General's further comment
that "a response had not been received at the time of
preparation of this Report."

15. The Treasury naturally regrets that the expenditures in
question in excess of Warrants against Treasury
appropriations should have occurred. It also regrets that,
as a result of inadequate enguiry, the Auditor-General's.
Report should have implied that responsibility for these
unauthorised expenditures should be laid at the door of the
Treasury when, clearly, responsibility in all cases lay
elsevhere.
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DEPARTMENT OF TREASURY

Attachment A may be found on Joint Committee of Public
Accounts File 1983/8, Part B.
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JOINT COMMITTEE_OF PUBLIC ACCOUNTS

Enquiry into Auditor-General's Reports
June and September 1983

Submission by the Australian Taxation Office

AUTHORISATION OF REFUNDS (REFERENCE 2.3.2)

This audit was carried out in several branch
offices of the Australian Taxation Office with the object of
determining whether the statutory requirements of the Audit
Act, Finance Regulations and the Finance Directions were
being adhered to in those branch offices.

2. The background information contained in the
"Introduction® and "Statutory requirements” sectione of the
report accurately reflects the background to the audit and
nothing more needs to be said in this regard.

Authorisation and Certification.

3. Audit found that in a number of cases taxation
refund cheques had issued without the relevant statutory
forms (Forms 18) being signed by the authorising and
certifying officers.

[ All authorising and certifying officers have been
advised of their statutory duties and since the audit have
been reminded of the need to observe the requirements of the
various laws and directions. The procedures to be followed
in carrying out the duties of authorising and certifying
officers are documented in a manual dealing with these
matters. This manual was prepared subsequent to the 1979
changes. to the Audit Act, Finance Regulations and Finance
Directions and distributed to all Taxation Branch Offices in
September 1982,

5. The absence. of signatures on these forms did not in
any way place public funds at risk. The Australian Taxation
Office does not rely only on the signing of these forms to
safeguard public funds - a great deal more goes into it. It
is a basic principle of the refund processing systems used
by this office that. all officers concerned are accountable
for their actions. A tight system of supervisory control
and checking procedures within the overall processing system
ensures that this principle is enforced. It would not be
true to say that the failure of officers to sign statutory
forms as reported constituted a breach which put public
moneys at risk. It is our view that the forms were not
signed due to procedural breakdowns and that Commonwealth
funds were still subject to the high level of control
inherent in all our refund processes.
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Certification of Particular Classes of Payment.

6. Audit placed a different interpretation on certain
provisions of the Finance Regulations to one this office
used when implementing the amendments to the Audit Act,
Finance Regulations and Finance Directions that were
effected in 1979. As Audit mentions this office had sought
Department of Finance advice on this matter before
implementation of the new provisions and. that advice
confirmed that our proposed method of implementation was in
accordance with the law.

7. Since receiving the Audit query this office has
taken the matter up with the Department of Finance. During
discussions recently with officers f£rom that Department and
the Auditor-General's Office it has been agreed that this
office will adopt procedures consistent with the new
interpretdtion.

Certificates of entitlement to refunds

8. Audit queried the form of wording on Forms .18 used
by the Australian Taxation Office. The wording does not
conform to that required by Finance Regulation 61(3) (a)
which calls for a special certification in situations where
refunds of revenue are involved.

9. The present wording has been in use since 1970 and
was devised to satisfy the above-mentioned regulation and
the peculiar circumstances surrounding taxation refund
processing arrangements. The wording was approved by the
Department of Treasury which had responsibility for these
matters at that time.

10.. Recent advice from officers of the Department of
Finance has confirmed the Audit view. However, the matter
is being given further consideration by the Department of
Finance because it would seem that a certificate under
Regulation 61(3) (a) is superfluous where a certificate has
been given under another regulation which deals with cheques
prepared by computer process (regulation 45a (3) (b)). In
the meantime this office will use a form of words which
satisfies the requirements of the Regulations.
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DIVIDEND AND INTEREST WITHHOLDING TAX (REFERENCE 23.1)

11. The income tax law requires that payers of
dividends and interest to non-resident persons, companies
and trusts withhold specific amounts from this income and
remit. it to the Australian Taxation Office. The rate of tax
to be withheld varies from 10% to 30% depending on whether
income is dividends or interest and if the recipient is
resident in a country which has a double tax agreement with
Australia. At 30 June 1983 there were 12,835 registered
withholding tax remitters and the amounts received from this
source during the year ended on that date was $258 million.

New South Wales
Collection of Taxes

12. Aundit stated that the Taxation Office relies on
voluntary compliance and there is no assurance that all tax
that should be collected from this source is in fact
collected and no independent information is used to assess
the degree of voluntary compliance.

13.. Dividend and interest withholding tax is like other
taxes collected by the Australian Taxation Office in terms
of the heavy reliance that must be placed on voluntary
compliance. What must be remembered though is that heavy
penalties apply where situations are detected where
voluntary compliance has not been observed. These
penalties, which in this case consist of additional tax
where certain provisions of the law are not observed,
provide a significant incentive for payers of dividends and
interest to non-residents to comply with the law.

14, A feature of this tax which influences the level of
compliance activity devoted to it is the fact that for the
most part companies and institutions which attract
investment from overseas are the larger, well established
type. These companies and institutions are well aware of
their responsibilities and their accounts are the subject of
external audit scrutiny to satisfy the requirements of the
company and other relevant legislation.

15. Experience has shown that deployment of compliance
staff on activities related to income tax returns lodged by
taxpayers provides more than enough work for the Compliance
area. The extent of non-compliance in the dividend and
interest withholding tax area is considered to be low and
therefore it is accorded a. low priority for compliance
activity.
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16, In relation to the statement that independent
information is not obtained to assess the degree of
compliance it is mentioned that in 1980 figures were
obtained from the Bureau of Statistics and the Reserve Bank
of Australia with the intention of carrying out such an
assessment. The figures from both sources were of little
use in this exercise because of factors such as the varying
rates of tax and the mix of funds being remitted overseas.
Audit had put this criticism to another branch office
stating that there was a short~fall in the collections based
on Audit assessment of external information. In response
the branch office asked Audit for any information which
would assist in such an assessment but no reply was
received. In the absence of more information this office is
not aware of any readily available indicators which could be
used for the assessment. of the level of voluntary compliance.

17. The criticisms that 40% of remittances. were
received late and additional tax imposed by the law is not
collected is to some extent true. However, the percentage
quoted in relation to those remitters that pay late does not
agree with results of sampling carried out by this office in
the last week. This sampling showed that less than twenty
per cent (20%) of remittances of dividend/interest
withholding tax would fall for consideration of additional
tax. In most of these cases the additional tax calculated
is small, less than ten dollars ($10), and is remitted; this
remission of additional tax is in line with a long standing
policy of remitting additional tax for late payment of tax
vhere the amount is small,

18, In regard to the matter of failure to collect
additional tax for late payment the procedures that applied
at the time of the audit were such that no attempt was made
to calculate the amount of any additional tax applicable
until many months after the payment was made. Then, because
of the length of time between the payment and consideration
of the additional tax, if all information was not available
to enable a calculation to be made and the amount of
additional tax applicable appeared to be small, it was given
no further consideration. Since the audit procedures have
been changed to ensure that additional tax for late payment
is calculated and notified to the remitter as soon as
possible after receipt of the remittance.

19. It is difficult to make an estimate of the amount
of additional tax foregone Que to the 0ld procedures but one
estimate was $12,000 for a full year. Because only cases
where all information was not available and the additional
tax was likely to be small were excluded from further
consideration of imposition of additional tax it is
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considered that the amount involved must be low. By way of
background it is mentioned that the total of additional tax
imposed by the Sydney Branch Office for late payment of
dividend and interest withholding tax for the year ended 30
June 1983, was slightly less than $27,000.

20. In relation to the inefficiencies noted in relation
to collection of overdue balances it seems that the comment
relates to the lack of a register to enable monitoring of
cases referred to other areas. In regard to cases with
overdue balances these are automatically reviewed by the
computer system with all other overdue balances and this
process ensures that none will be overloocked. As far as
cases being referred for action in other areas procedures
have been established to enable monitoring of progress but
since the audit no cases have arisen.

Computer Processing

21. , Audit commented that over half of the remittance
transactions input were rejected from processing and
required manual adjustment before re-input. This is not
correct. Certainly it is not unusual for more than half of
the dividend/interest withholding tax remittances to be
reported during processing signalling a possible error
situation. However, two types of errors occur, ome is
called a "fatal" error and the transaction is rejected from
processing, and the other is called an "informative" error
indicating an inconsistency between the transaction and the
record it refers to, but the transaction is accepted for
processing.

22, Examination of error messages relating to
dividend/interest withholding tax show that "informative®
messages are the main reason for reporting and very few
require reprocessing of the transaction. The message most
commonly produced relates to a check on whether the remitter
has changed his address. Certain characters from the
address on the remittance form are keyed and matched with
the appropriate characters held on the computer record.
Where they differ a check is made to see if a change of
address has occurred. It has been recognised that for a
variety of reasons most of these "informative" messages are
unnecessary, but it is the only way of being sure that the
remitter's latest address is on the computer record and
until the system is being completely reviewed it is
considered ‘best to retain the existing arrangement.

23, Audit further commented that a system of monitoring

error rates should exist to identify problem areas. Figures
are produced from the computer system which indicate the
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number and types of errors detected but this system does not
automatically highlight situations which exceed set
tolerances. Such a system may be: desirable but priorities:
do not allow one to be developed at ‘this time. Whilgt no
automatic system exists the computer produced statistics are
checked from time to time to monitor error trends. Further,
operational staff report adveérse trends noticed in the
number of error reports.

24. " The non-authorisation of some transactions to
create computer records for remitters/taxpayers was. also
mentioned in the report: Specific instructions exist in all
branch offices requizing that input transactions be signed
by a preparing officer and authorised by a senior officer.
These procedures are backed up by checks to engsure that
signatures are valid. With the large number of transactions
that are processed daily through the data input areas it is
not possible to require 100% checks on all transactions..
Notwithstanding that all transactions are not checked it is
expected that unauthorised transactions should not be able
to enter the system. The instructions. have been reissued to
all staff involved in these activities.

25, Audit criticised the level of management K
information provided by the system: 'The only specific
matter mentioned was the non-use of one report and in
relation to this it was advised that the information was:
also available from anothér ‘source. Whilst accepting that -
duplication of information is undesirable it can hardly be
accepted that the non-use .of one report should lead to a
conclusion that management information provided by the.
system. is inadequate.

26, ‘Nevertheless this office has recognised the need
for better management information and when gystems. are
developed or re-designed this is always taken into account.
The system under discussion was designed many years ago and
management information was provided in accordance with user
needs: at the time. Since then management information uses'
have become much more sophisticated and there is no doubt
that better information could be used. This will be
considered when the overall system is beinq re-developed

Conclusion
27. Review and re-design of the systen-which'handles

dividend and interest withholding tax is not scheduled to-
commence now: for some time because of higher priorities in
other areas. However, audits of the eame area by internal
audit had 1denti£ied a number of problens and it haa al:eady
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7.

been agreed that a review of procedures within the
limitations of the existing computer system would be carried
out. This review was due to commeénce a little while ago but
had to be deferred to provide resources for implementation
of new legislation. It is likely that the review will
commence early in 1984,

2 _December 1383
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DUAL NEGOTIATION

JD;X::;L?;R;‘;LA-::::;;RY COMMITTEE OF 4. This type of fraud occurs where a person fraudulently
claims that he did not receive his. benefit After app hing
Pﬂggﬁg::gu::.l ' FRAUDULENT NEGOTIATION a DSS office and completing a 'Statutory Declaration' the person
is issued with a duplicate cheque which is also cashed. There are
SUBMISSION BY THE AUSTRALIAN FEDERAL POLICE examples where this modus operandi has been used by individuals

and organised groups to defraud DSS. A large proportion of all

DSS referrals to the AFP are associated with this type of fraud.

5. Once the report has been made of the non-receipt it is
generally about eight months or more before the matter is brought
to the notice of the AFP - in some cases up to two years. The
chances then of discovering the offender are slim because of the
length of time between the commission of the offence and the
investigator interviewing the traders and/or bank officers. Most
traders and employees who have negotiated the stolen cheques have
difficulty in recalling personal particulars of the person who

negotiated the cheque.

6. On receipt of information that suggests that a chegue

has 'gone astray' a "STOP” is registered at the Reserve Bank. This
allows the Department to be aware of the negotiation of the cheque’
within days of the report and consequently if the "STOP* is prior
to the negotiation the payment is stopped. The chegue is returned
to the presenting bank and the trader advised of the stopped payment

within. two or three days.

7. Where a trader negotiates a cheque for a person other
than the rightful payee, under the Bills of Exchange Act he is liable

for repayment to the payee Department.

8. A typical example of how small business can suffer quite
substantial losses through ‘the negotiation of stolen cheques can
be found in the case of a Chinese businessman who cashed a large
number of t;overnmentl cheques for numerous people, believing them
to be good reliable cheques which would be paid on presentment.

Over a period of eight months, not having received any warning from
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3.

his bank or DSS, he cashed. stolen cheques to the value of over
$10,000. He is now in the position of having to reimburse the DSS
of the full face value of the chegues.

EN In summary, fraud is committed in six areas:

{1) False applications for Unemployment benefits;

(2) False applications for Sickness benefits by use of false
and/or forged documentation;

{3) False applications for non-existent children in Pamily
Allowance claims;

{4) Continued payment of pension when persons have died;

(5) Falsely claiming the non-receipt of the original cheque
and thereby obtaining a- stolen replacement cheque;

{6} Fraudulent negotiation of stolen cheques.

10. Since the beginning of 1983 a number of persons have beaen
dealt with in Victoria for fraudulently negotiating cheques. To
give an indication of the magnitude of the problem the. following
six cases are cited as part of those dealt with between January
and. Juné 1983:

No. of Persons No. of False Estimated Amount

Involved Names Used' Obtained

16 6§ $ 64,000

1 40 40,000

1 I-S 39,000

1 7 60,000

1 ‘4 15,000

=t _A 10,000

21 135 258:600

11. From an examination of the above it will be. seen that

twenty-one (21) people used at least one hundred and thirty-five
(135) names and fraudulently obtained $228,000 {approximately).
It. is suggested that of this amount, little or none will ever be

xecovered from the offenders. in. the form of restitution.

17¢

12.. Ta e the ease with which criminals

are able to dafraud the DSS it is appropriate to set out brief
details surrounding the methods used. In one case a migrant who
had only recently arrived in Australia and who could speak very
little English, was able to obtain a considerable sum of money from
the D5S by submitting claims for benefits supported by false

d to the AFP detectives on the case that

tion. 1t app

no checks were made as to the authenticity of the claims before

the benefits were paid.

13. There are also strong indications that organised crime
figures are involved in large~scale fraud on the DSS and will no
doubt escalate their involvement unless urgent preventative action
is taken. An indication of the. level of involvement by organised
crime has been demonstrated by the Royal Commission into the
Federated Ships Painters and Dockers who have found wide-spread

fraud committed by members. of that Union against the DSS.

DUPLICATE CLAIMS

14. This. category of offence is particularly prevalent, This
offence involves the reporting of the non-receipt of the cheques
when in fact they have been received. In most cases the: original

cheque. has been negotiated prior to the reporting of the ‘loss'.

15: puring the period January to June 1983, there were 377
offences of this type investigated by detectives attached to the
AFP's ‘Regional 'Headquarters in Melbourne. Details extracted from

records indicate the following:

1983 REPORTED/DISCOVERED DETECTED/CLEARED
Jan. 37 36.
‘Feb., . 19 17
Mar. 120- 82
Apr.. 74 73
May 67 64
< alun.. _60 _54
a7 326,
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DIRECT CREDIT MODE OF PAYMEN.

16. The introduction of a direct credit mode of payment would
be' of considerable assistance in substantially reducing the incidence
of fraud in the payment of benefits. All departments should be

encouraged to adopt this methogd of payment.

17. This system of payment would dramatically reduce the
incidence of fraud, however, would not entirely eliminate all forms
of fraudulent activity.

18. Unless more effective procedures for the identification
of applicants for benefits are adopted then the opportunity for
fraud will remain, albeit somewhat reduced.

19. The opportunities for fraud to be committed on a direct
credit system are as follows:

. People may still produce false documents as
identification to receive benefits, those
benefits being credited to an account at a

financial institution;

. People may still continue to receive multigle
benefits; payments being made to a number of

financial institutions.

IDENTIFICATION OF APPLICANTS FOR COMMONWEALTH PAYMENTS.
o o AT ULILANTS FOR COMMONWEALTH PAYMENTS.
20. As previously indicated and supported. by examples, there

is a need for Commonwealth Departments to ensure the correct identity
of applicants prior to authorising payment of cheques. As can be.
seen from the examples quoted, the production of driver's licences,
birth certificates, etc. as proof of identity for the payment of
benefits has proved to be inadequate and ineffective. Although

the direct credit mode of payment system would eliminate dual
negotiation snd larceny fraud, it would not affect the payment of
benefits as a result of forged identity documentation and other

forms of fraudulent claims.
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IDENTIFICATION AT THE POINT OF APPLICATION

21. It is submitted that an efficient scheme similar to
passport applications could be implemented. All applications for
benefits/payments should include on ‘the form the provision for
identification by an independent third party, verifying the identity
of the applicant. The verification should be signed by select groups
within the community, i.e. Justices of the Peace, Police Officers,
Doctors, Solicitors, School Teachers, etc. This group could be
wide enought so as not to delay or hamper a genuine and honest
applicant. The effect of this requirement would be to frustrate
dishonest applicants, using false or fictitious names. Should any
departmental officer have any doubt regarding the identification

of the applicant, no payments should be made unless, and until,

the applicant's identification has been checked with the person

verifying the identification.

EXAMPLE OF VERIFICATION

22. 1 (Full Name) of (Address) a {Description of
occupation)  certify that (name of applicant) named in this
application is knowa to me as (name of applicant}. I have known
the abovenamed for & perxiod of {Insert years/months) and' I
certify that the name given in this application is the true identify
of {name of applicant}. I am willing to confirm my knowledge

of the applicant if' necessary and can be contacted on (Insert

telephone number/s).

Signed:

Dates

The inclusion of the Verifying Identification should be used in
addition to the production of identity documents and not in

substitution for them.

IDENTIFICATION AT THE POINT' OF PAYMENT
23. Should the direct credit mode of payment be implemented

for all benefit payments, the question of identification for the

cashing of cheques becomes irrelevant. Identification would be
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necessary where beneficiaries are required to open accounts at
various financial institutions. It is suggested that benefit-
paying departments issue a certificate to beneficiaries verifying
their identity, and the benefit being paid. This certificate would
assist financial institutions in ensuring the correct identity of

the person opening an account.

SECRECY PROVISIONS:

24, It is appreciated that Section 17 of the Social Security
Act impose upon officers a duty of confidentiality regarding inform-
ation obtained. It is submitted, however, that this should not
restrict the information being passed to AFP officers where criminal

conduct is suspected.

PUBLISHED REFERENCE

25, The Royal Commission on the activities of the Federated
Ships Painters and Dockers Union, Interim Report No. 3 by

Mz Costigan, QC 1(18.12.81) makes cefersnce to Social Security
fraud. The report points out that very large numbers of painters
and dockers have been involved in imposition on the social security
system. Such imposition involves the receipt of social security
benefits whilst persons using false names are eitherx in raceipt

of workers®' compensation benefits or working at other employment.
As at the date of the report, Mr Costigan indicated that the amount
involved will be well over $1,000,000.

LEGISLATIVE PROVISIONS

26, Legislation with respect to false and misleading claims
is provided for under the Social Security Act 1947. Section 138

is the offence-creating Section and reads:

Offences
138. (1) A person shall not -
{a) make, whether orally or in writing, a false or

misleading statement -

1., Royal Commission on the Activities of the Federated Ships.
Painters and Pockers Union, Interim Report No. 3 -~ AGPS

Canberra. 1982, .
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{1) in connection with, or in support of, a
claim, whether for himself or for any other

person;

[£33) to deceive an officer doing duty in relation

to this Act; or

(iii) to affect the rate of a pension, allowance

or benefit payable under this Act.

{b)} obtain payment of a pension, allowance or benefit
under this Act, or of an instalment of such a

pension, allowance or benefit, which is not payable;

(e} obtain payment of a pension; allowance or benefit
-under this Act, ox of an instalment of such a
pension, allowance or benefit, by means of a false
‘or misleading statement or by means of impersonation

or a fraudulent device; or

(d} makes or present to an officer a statement or document

which is false in any particular.

Penalty: $500 or imprisonment for 6 months.

(2) Charges against the same person for any number
of offences against sub-section (1} may be joined in one
complaint, information or declaration if those charges
are founded on, the same facts or form, or are part of,

a series of offences of the same or a.similar character.

(3) Where 2 or more such charges are included in
the same complaint, information or declaration, particulars
of each offence charged shall be set out in a separate

paragraph.
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(4) All charges so joined shall be tried together
unless the court deems it just that any charge should

be tried separately and makes an order to that effect.

(5) If a person is convicted of more than one
offence against sub-section (1}, the Court may, if it
thinks £it, inflict one penalty in respect of all offences
of which he has been convicted, but that penalty shall
not exceed the sum of the maximum penalties that could
be inflicted if penalties were imposed for each offence
separately.

{6) Where a person is convicted of an offence
against sub-section (1), the Court may, in addition to
imposing a penalty in respect of the offence, order him
to pay to the Commonwealth an amount equal to any amount
paid by way of pension, allowance or benefit in consequence
of the act, failure or omission in respect of which he

was convicted.

{7) For the purposes of sub-~section (6), a
certificate, under the hand of the Director-General or
a Director, that an amount specified in the certificate
is the amount that has been ‘Paid: to a person specified
in the certificate by way of pension, allowance or benefit

in consequence of an act, failure or omission specified

.

n. the certificate is evidence of the matters specified

in the certificate.

27. Prosecutions under the Act must be authorised by the
Minister, Director-General or a person. authorised by the Director-
General. Section. 139 of the Act reads:

PROSECUTIONS FOR' OFFENCES. v
—2nLUTIONS FOR' OFFENCES
139. (1) Proceedings for an offence against this Act.
may be commenced at any time within 3 years after

the commission of the offence.
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{2} An offence against this Act shall not be prosecuted
without the written consent of the Minister or the
Director-General or a person authorised in writing by
the Director~General to consent to prosecutions for

offences against the Act.

Appropriate offences are also created by virtue of the Crimes Act
1914. Sections 29A, 29B and 29C create the offences of false
pretences, imposition and make untrue statement in an application
The Sections read:

for the pay of money D ively.

29a (1) Any person who, with intent to defraud, by
any false pretence obtains from the Commonwealth
or from any public authority under the Commonwealth
any chattel, money valuable security or bepefit,

shall be guilty of an offence.

{2} Any person who, with intent to defraud, by any false
pretence, causes or procures any money to be paid, or

any chattel, valuable security ov benefit to be delivered
or given, by the Commonwealth or by any public authority
under the Commonwealth to any person, shall be guilty

of an offenca.

Penalty: Imprisonment for five years.

29B  Any who i or s to impose upon
the Commonwealth or any public authority under the Common-
wealth by any untrue representation, made in any manner
whatsoever, with a view to obtain money or any other

benefit or advantage, shall be guilty of an offence.
Pepalty: Imprisonment for two years.

29C A person who, in or in connection with or in support
toacC ith

of, an application to the C lth,
officer or to a public authority under the Commonwealth
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for any grant, payment or allotment of money or allowance
under a law of the Commonwealth makes, either orally or
in writing, any untrue statement shall be guilty of an

offence.

Penalty: Imprisonment for two years.

RECOMMENDATIONS
(1) That a direct credit mode of payment is introduced for
the payment of all benefits. The adoption of this system

would dramatically reduce the opportunity for fraud.

(2) That steps be taken to introduce identification provisions

on all applicants for benefits.

(3) Where there is any doubt regarding identification, steps

be taken to verify proper identification before any benefit

is paid.
(4) That departments issue certificates of identification
to all payees to assist and enable them to open appropriate

accounts at a financial institution.

(5) That all lodgement of claims for payment be made in person

by the applicant.

23 March 1984
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JOINT COMITTEE OF PUBLIC ACCQUNTS
INQUIRY INTO THE REPORT OF THE AUDITOR-GENERAL - SEPTEMBER 1983
SUBMISSION BY DEPARTMENT OF EDUCATION AND YOUTH AFFAIRS

1.

The Department wishes to make comment on paragraph 25.1

of the Report dealing with the fraudulent negotiation

of cheques. The Auditor-General has expressed the view
that the direct credit method of payment should be actively
encouraged on the grounds that it is more cost effective
and secure than payment by cheque.

Background

2.

The Department is responsible for the administration
of a number of schemes to- assist students. The main
schemes, of assistance and the numbers of students in
respect of whom benefits were paid in 1983 are as follows:

Scheme Students Assisted 1983
(at 30 June)

Tertiary Education Assistance 84,347
Adult Secondary Education

Assistance 2,303
Postgraduate Awards 2,172
Secondary Allowances 45,558
Assistance for Isolated

Children 19,318
Aboriginal Secondary Grants 18,810
Aboriginal Study Grants 4,774

Payment of entitlements is made through the Department
of Finance student allowances system, with the exception
of Postgraduate Awards where payments are made through
the salaries system.

Provision has existed for a number of years for student
allowances to be paid direct to trading bank accounts.

The Department of Finance advised in December 1981 that
the facility could be made available in respect. of savings
banks accounts, and in February 1982 that this could

be extended to include credit unions and building societies
which could demonstrate that they had at least 50 members
in receipt of allowances.

Use of the direct credit facility is highest under
Postgraduate Awards (estimated 60%) and lowest under
aboriginal assistance schemes (estimated less than 5%).
Under the Tertiary Education Assistance Scheme, which

is the largest scheme of assistance, 17,548 oxr 22.8%

of beneficiaries were receiving direct credit payments at
30 June 1982; this had increased to 24,252 or 28.7%

of beneficiaries at 30 June 1983.

Apart from reference to the facility in application
forms and information booklets, the Department has not
undertaken any publicity campaigns specifically designed
to persuade more beneficiaries to avail themselves of
the direct credit method of payment.
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Comment

7.

10.

From the limited statistics that are dvailable, it

would seem that, in numerical terms at least, the
incidence of fraudulent negotiation of student assistance
cheques may be relatively insignificant - perhaps

200 cases at most each year, out of a total of some

1% million cheques issued.

The Department has taken the view that the mode of
payment ~ by cheque or direct credit - is a matter

of personal choice as far as beneficiaries are concerned.
The Department appreciates the advantages of direct
credit payments as a means of reducing the incidence

of fraudulent negotiation of cheques. However there

are certain disadvantages associated with the method

as. far as student allowances. are concerned, in comparison
with cheque payments:

+ Overpayments are likely to increase.
(Return of a cheque by a payee
or some other person is not
infrequently the first indication
the Department receives that
a stiudent has discontinued his
or her course of study and that
benefits should therefore cease.)

It could be assumed that beneficiaries
would be less inclined to advise
changes of address where direct
credit payments are made, making

it difficult for the Department

to communicate with them.

Given the very low incidence of fraudulent negotiation
of student assistance cheques, and the disadvantages
of the direct credit mode of payment, the Department
has reservations about taking more positive action
to encourage clients to use the direct credit mode,
We would certainly be strongly opposed to any move
to impose the direct credit mode universally upon
all our clients, since some of them, most notably
under the schemes of assistance for Aboriginals and
for isolated children, do not have bank accounts
and/or do not have regular direct access to banking
facilities and rely on the negotiation of cheques
through, for example, local storekeepers.

Incidentally, it might be noted that the direct credit
mode of payment, where it does occur, is not an entirely
foolproof means of getting the payment into the hands

of the beneficiary - we have had a number of problems
with delays in students receiving their entitlements
because of the need to trace and rectify account
payments which have become misdirected through error.

2 December 1983
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JOINT COMMITTEE OF PUBLIC ACCOUNTS

INQUIRY INTO: THE REPORT OF THE AUDITOR~GENERAL

SEPTEMBERU1983
SUBMISSION BY THE DEPARTMENT OF FINANCE

In the Report of the Auditor-General —- September 1983 at
paragraph 25.1, concern was expressed that little
effective action appeared to have been taken since
Décembér 1981 to streamline arrangements for dealing with
fraudilent cheques. It was also noted in the Report that
more could have been done to promote the benefits flowing
££ém the direct credit mode for recurrent payments.

POLICY
2. Finance Regulation 68 provides:

"68 (1) Except as otherwise provided by directions
given by the Secretary, payment of an account shall be
made by cheque.

" (2) Subject to the next succeeding sub-regulation,
the payment. shall be nade -

igi into any " ank in the -Commonwealth to the
credit of the claimant's account;

"{3) Payment of an ac¢count shall only be made in
accordance with paragraph (b) ... of the last
succeeding sub-regulation in the circumstances set out
in, and in accordance with,directions given by the
Secretary™..

3. The guidance given to departments for the issue of
cheques and for the payment of amounts direct to bank
accounts are contained in Sections 10 and 11, respectively
of the Finance Directiong. Copies of these Sections are
shown as Attachments A and B to this submission. The
requirement for referring to the AF?‘all cases of .
fraudulent .endorsement and negotiations of cheques is
described at paragraph. 28 .of Attachment A.
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2.

A. REFERRAL AND INVESTIGATION OF FRAUD CHEQUES

(i) Background to the Auditor-General's Reference

4. Finance Direction 10/28 came into effect in August
1968. It was inserted following a suggestion by the
Deputy Commissioner of the then Commonwealth Police that
the availability of such information would give a possible
lead to other similar cases, and at the same time help to
retain public confidence in the system of payment by
cheque.

5. In early March 1977 Finance's attention was first
drawn to the inability of the then Commonwealth Police to
handle the volume of cases referred for investigation. At
that time it was also brought to notice that banks, which
had formerly complied promptly with regquests to make good
the value of fraudulently negotiated Commonwealth cheques,
vere adopting the position of not complying with requests
for refund until a police report into the matter was made
available, This attitude of the banks further compounded
the problem of the successful resolution of £raud cheque
cases.

6. Consequently, in April 1977, the then Minister
Assisting the Treasurer wrote to the Minister for
Administrative Services, as Minister responsible for the
Commonwealth Police, drawing attention to the problem.
The Minister Assisting the Treasurer suggested that it
would be appropriate if his colleague would review the
current procedures to establish whether a much quicker
investigation of cases could be achieved.

7. The Minister for Administrative Services replied that
although the Commonwealth Police had introduced
refinements in approach and were conscious of the need for
speedy determination, investigations could not be
undertaken to finality quickly in all cases.

8. Finance's attention was next drawn to significant
problems in the referral and investigation of fraudulently
negotiated cheque cases when, in October 1981, the then
Minister for Administrative Services proposed to reduce or
withdraw Australian Pederal Police (AFP) investigative
action. The concern expressed by the then Ministers for
Social Security and Finance on this proposed action
resulted in officials of these departments and the AFP
meeting to develop mutually satisfactory working
arrangements to resolve the difficulties. The meeting, in
December 1981, resolved that a pilot study of the referratl
process be undertaken in New: South Wales by officers of
the AFP and the Department of Social Security and that
classification of cases on a priority basis be examined
along with the' method of notifying results by AFP of its
investigations. 1In the meantime the Department of Finance
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undertook to examine the desirability of amending Finance
Direction 10/28 for the purpose of permitting selective
referral of cases,

(ii) Comment

9. While Pinance initially supported the principle of
selective referral of fraud cheque cases to the AFP, that
view was held against the indication given by the then
Commissioner of Police that no priority could be accorded
investigating fraud cheque cases. The proposal for
selective referral of cases was, therefore, seen as a
compromise between, on the one hand, the prospect of a
complete withdrawal of AFP involvement in fraud cheque
investigations and, on the other hand, the need to
apprehend and prosecute offenders in sufficient numbers to
serve as a deterrent to others. It was hoped that the
Commissioner would be persuaded to accord priority to
those cases where it appeared that prompt police
investigations would result in the apprehension of the
offender.

10. At the time when the undertaking to consider amending
Finance Direction 10/28 was given, it was intended that
the results of the pilot study of selective referral would
be monitored and possibly form the basis for a general
policy on selective referral. However, the Department of
Social Security confirmed on 1 March 1983 (see Attachment
C) that it had been advised by the Department of
Administrative Services that the study did not proceed
because the police did not support the proposal and
requested a continuation of the policy of referring all
fraud cheque cases to the AFP.

11. Given that the fraudulent negotiation of Commonwealth
cheques is an offence under the Crimes Act, the wishes of
the police must be accorded considerable weight in the
development of any policies or procedures that impinge on
the offence. In the light of the APP's views, therefore,
it was concluded that, rather than amend the Finance
Directions to provide expressly for selective referral of
fraud chegue cases, a more acceptable course might be to
introduce an arrangement in the process of reporting all
cases to police under which departments could indicate
their own assessment of the likelihood of successful
investigation, apprehension and prosecution. Thus, when
reporting each case to the police, a department. could
recommend whether or not a high priority should be given
to the case. Under such an arrangement, the resources of
both the police and departments might be more effectively
concentrated without denying the AFP the overview it
apparently desires.
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12. To gauge the effect that these proposed new
arrangements might have, appropriate guidelines were
prepared and submitted to the Department of Social
Security in July 1983 for comment. That Department
replied in October 1983 that to a certain extent these
arrangements were employed by it in dealing with the AFP
to enable the AFP to rank cases in priority order for
investigation according to AFP's experience and available
manpower (a copy of the correspondence is at Attachment

D). The situation is currently being re-assessed im the
light of this advice..

(iii) Conclusion

13. Notwithstanding the above, it is recognised that
whatever reactive measures might be taken on the problems
of fraudulently negotiated chegques they would not overcome
the inherent feature in payment by cheque - cheques may be
stolen and fraudulently negotiated. Rather than a
patchwork of curative measures, therefore, the best
solution for the Commonwealth clearly appears to be to opt
for alternative means of payment that prevent the malady
entirely, specifically direct credits, especially for
those recurrent payments made by cheque which have been
shown to have a high fraudulent negotiation risk factor.

B. DIRECT CREDIT

14. The Auditor-General states that the direct credit mode
for payment is clearly more cost-effective and secure than
alternative payment methods, particularly in respect of
recurrent payments, and that. he considers that its use
should be more actively encouraged.

(i) Background to the Auditor~General's Reference

15. In a memorandum dated 19 April 1983 to the Department
of Finance concerning fraudulent cheque negotiations, the
Auditor-General’s Office observed that a major means of
reducing the number of fraud cheques would be to reduce
the number of cheques issued and that in this regard,
guidelines/directions from Finance supporting the direct
credit mode of payment for recurrent payments would appear
warranted. Audit specifically asked for advice on the
outcomes of any discussions with. banks (and other
financial institutions) concerning the use of the direct
credit method of payment by departments.

16. In reply, Finance indicated its agreement to including
in the proposed guidelines the promotion of the direct
credit mode. Finance and the other cheque issuing
departments had maintained contact at various levels with
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financial institutions, In recent times, discussions had
canvassed and resulted in the adoption of direct credit
arrangements for diesel fuel rebates, family supplement
allowance, mobility allowance and repatriation pensions
(12 weekly) in addition to the substantial use already
made of direct credits for salary, pension and other
repetitive-type payments. Indeed, Finance encouraged, and
was successful in having accepted, mandatory direct
credits in respect of the diesel fuel rebate scheme. 1In
addition, exploratory discussions were then taking place
on other prospective applications of the direct credit
mode, eg for the First Home Owners' Assistance Scheme.
However, there are clearly sensitivities involved in
moving beyond "encouragement" of direct credits,
especially in the social welfare area.

(1i) Comment

17. While it is recognised that the direct credit mode has
obvious advantages for the Commonwealth in the form of
reduced processing and handling of payments (and, of
course, indirectly, by the virtual elimination of the
consequent administrative burdens associated with lost or
fraudulently negotiated cheques), the qguestion is not
simply one of whether this mode is cost-effective per se,
but rather, whether it is the most cost effective in the
prevailing circumstances. Other non~financial aspects of
imposing direct credits on payees, and of practicalities
{systems capabilities of departments and institutions}
must also be: considered.

18. It is the responsibility of Finance and other paying
departments to pursue due economy. In this regard,
wholesale promotion and adoption of the direct credit mode
must be balanced against a number of factors which may
well militate against its early across~the-board

adoption. For example, Finance has been negotiating with
savings banks for the elimination of the fee (25 cents per
direct credit entry) which has been paid in respect of
salaries, social security payments and student

allowances. It would otherwise be difficult to justify
not paying comparable fees to credit unions, building
societies and trading banks, notwithstanding that these
institutions, as well as savings banks, are keen fof cost
reasons to remove "paper"™ (ie cheques) from the system;
there are in addition, of course, quite substantial
revenue opportunities created for the: institutions by
substituting direct credits for cheque payments to
individuals.
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19. There are also other cost facto:s;Which”departments
responsible for the transactions must assess -

. systems development costs;
. the possible need to acquire greater computer capacity;

. cash flow factors - moneys are cleared from the
Commonwealth's accounts significantly more quickly by
direct credit than under a cheque system and the
consequent interest cost implications need to be
assessed;

. postage and other costs are not always avoided by
direct credits where advice of payment must be sent to
payees; and

. the indirect costs of administering significant
numbers of representations to Ministers and/or
departments from payees. who may be resigtant to moves
to change to the non-cheque mode. (This could be
anticipated particularly in respect of welfare
beneficiaries).

20. There is, of course, also a cost to the banks and
other £inancial isntitutions should the Commonwealth. move
towards wholesale payment by direct credit. The capacity
of financial. institutions to accept a massive shift,
within a ghort period of time, to direct credit [such as
would be involved in say, mandatory direct credit for
social security, health and pharmaceutical payments) alse
has to be considered.

(iii) Conclusion

21, We are confident that, with the continued development
of technology in the field of funds transfer and with
growing public acceptance of "paperless" payments, direct
credits will inevitably become the norm for Commonwealth
payment.

22. For the present and for the immediate future, however,
the timing of such moves must be considered against the
backgroung of the factors mentioned in paragraphs 18 and
20, above. To the ‘extent that it can be achieved without
exacerbating the problems represented by those factors,
Finance is continuing: t¢ encourage the adoption by
departments = where practicable on a mandatory basis - of
the direct credit mode.

Department of Finance
) December 1983
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DEPARTMENT OF FINANCE

Attachments A to D may be found on Joint Committee
Public Accounts File 1983/8, Part B. of
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JOINT PARLIAMENTARY COMMITTEE OF PUBLIC ACCOUNTS

Inquiry.into the report of the Auditor-General - September 1983
Submission by the Department Of Social Security on paragraph
25.1 - Fraudulent Negotiation OF Chegques

During the financial year 1982/83 the department referred
12,661 cases of fraudulent negotiation, valued at $1.8 million,
to the Australian Federal Police.

2 In the majority of cases recovery of the value of a
fraudulently negotiated cheque is obtained from the bank or
trader which accepted the cheque and in 1982/83 the department
recovered $1,266,966. In the same period $286,203 was written
off as irrecoverable in respect of fraudulently negotiated
cheques.

3 The department issued 65,286,742 cheques in 1982/83. 1In
recent months two major studies have been undertaken in relation
to payment arrangements. The first relates to the issue of
replacement cheques. The resultant recommendations when
implemented should lead to gquicker detection and investigation
of instances of suspected fraudulent negotiation.

4 The second was a detailed study by the department of
feasibility of proceeding to direct credit as the prime method
of paying social security entitlements. Movement away from
cheques to direct credits to the maximum practicable extent is
the best remedy for fraudulent negotiation. fThe findings of
the study indicate that while the current mix of methods of
payment provided an acceptable level of service in the past,
the continued use of cheques, with its associated costs and
disadvantages which are spread across the spectrum of clients,
financial institutions and departmental operations, has become
increasingly less appropriate for the payment of benefits.
Direct credit is operationally feasible now as the prime
payment method for pensions and allowances and an implementation
program, involving detailed discussions with financial
institutions, is being developed.

5 It should be noted that in addition to providing relief of

the fraudulent negotiation problem major savings in administration
costs are achievable for Commonwealth departments and the financial
institutions and major payment service improvements for clients

are expected to flow in consequence of greater use of direct
credit facilities.

30 November 1983
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JOINT PARLIAMENTARY COMMITTEE OF PUBLIC ACCOUNTS

Inquiry into the report of the Auditor-General : September 1983
Submission by the Department of Social Security on paragraph 25.1 -
Fraudulent Negotiation of Chegques

As a result of qguestions asked in the course of the above inquiry,
the Department of -Social Security has been asked to provide
additional information on the provisions necessary for implement-
ation of direct credit as the major means of payment of the
Department’s. benefits/pensions/allowances, and the time scale
involved in that implementation process.

2 The facility to make payments by direct credit in the

family allowance and pensions systems has existed for some time;
those clients have a choice of payment either by cheque or by
direct credit to an account. At present approximately 54% of
these clients elect to have their entitlements paid by the direct
credit method. Since the 16 January 1984, the Department has been
following a policy of actively encouraging new claimants of
pensions. and allowances to adopt direct credit as their mode of
payment. Early indications are that 80% - 90% of new claimants
have selected this option.

3 The Department's present ADP and clerical systems are such
that unemployment and sickness beneficiaries do not have the
option to have their entitlements paid by the direct credit
method. These payments are made by cheque.” At the time the
Department's systems relating to the payment of unemployment and
sickness benefit were introduced, the number of beneficiaries was
relatively small and the duration of payment was much shorter than
it is at present. The direct credit system was, therefore, not a
practical option at that time.

4 However, before further initiatives can be undertaken to
provide the direct method option to unemployment, sickness and
special beneficiaries and to encourage other current cheque clients
to adopt direct credit as their mode of payment, detailed
negotiations are necessary with financial institutions. Such
negotiations are required to ascertain whether the financial
institutions have the capacity to handle the substantial work-
load increase involved in the change proposed. In addition, it
must be determined what operational arrangements provide the
best solution for both the Department and its clients and for
financial institutions.

5 Extensive discussions have already been conducted with the
Department of Finance and the Treasury on the extension of the
direct credit mode of payment such that it would become the main
means of payment for the Department. Informal discussions have
been conducted with a range of banks, building societies and credit
unions. In addition, the Department has engaged a consultant who
has extensive experience within the finance industry, to advise
and assist the Department with this initiative. The Department

is now about to undertake detailed negotiations with the financial
institutions.
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6 When the negotiations are completed, major development
work will be required to both clerical and ADP systems to
incorporate the direct credit facility. The ADP system will
require changes to transactions, processing and outputs, while
the clerical changes will relate to forms, procedures and staff
training. Initial assessment of the changes required indicates
that. 50% of all transactions may require amendment, so that the
lead time prior to implementation of direct credits for benefits
is expected to be approximately 6 months.

7 The development of a detailed implementation plan for
direct credit as the major means of payment of the Department's
pensions, benefits and allowances, will be determined following
the satisfactory conclusion of the negotiation phase.

3 May 1984

JOINT COMMITTEE OF PUBLIC ACCOUNTS

iry into the Report of the Auditor-General : Sej 1993

Additionai Submission by the Department of Social Security

upon aph_25.1 - Fraudulent tiation of es

1 This Additional Submission provides comment on the
Australian Federal Police submission of 23 March 1984, a
copy of which was received by the Department of Social
Security on 3 May 1984.

2 Considered in isolation, the Australian Federal Police
submission. could convey the impression that DSS is highly
vulnerable to numerous costly fraudulent practices and lacks
either the ability or the will to combat them. On the
contrary, the Department can show that fraud, while relatively
minimal, is seriously viewed by it and that counter measures
it has initiated are both effective and appropriate. It
recognises, however, that further improvement in detection

and prevention must be pursued.

OVERPAYMENTS

3 Essentially, overpayments of social security pensions,
allowances or benefits occur because the Department does not
receive full, accurate information in time to allow it to
make or vary correctly determinations of entitlement.
Information received from some of its 4 million clients is
inaccurate or delayed without there being fraudulent intent
and, in fact, inadvertent non~-disclosure and delay in
notification are both more significant causes of overpayments
than fraud. Excess payments due to frauds and clients'
mistakes in connection with cheques represent about one-eighth
of the total amount identified as debts for recovery and less
than .06% of cheques. issued are involved.

REPLACEMENT CHEQUES

4 A prime responsibility of the Department is timely
delivery of correct entitlements. In 1982/83 65 million
cheques were issued and some 236000 were replaced. Replace-
ment cheques must be issued very promptly to its needy clients
when the original cheque is reported as not received. Written
applications for replacement are required and checks are made
(when possible) whether there is any record that the original
cheque has been paid.
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5 However, cheque presentatxon information is not
usually available when a decision whether or not to
replace a 'missing' cheque has to be made. The time
which elapses before a paid cheque is available to the
Department varies according to the path it travels from
encashment (or deposit) to payment by the Department's
banker and subsequent return to the Department.

6 Because the paid chegues are handed over in bulk,
unsorted, locating a cheque requ;tes a sorting process.

Until recently, with. minor exceptions, this sorting was

a by~product of the bank account reconciliation work
performed on Department, of Finance computers and liable

to be delayed by ‘higher priority work. Now, Reserve Bank
cheque presentation Gata is being provided directly to DSS
on the working day after the cheque is paid. In consequence,
imposition can be reduced.

FRAUDULENT NEGOTIATION

7 . Establishing that there has been fraudulent
negotiation of a replaced cheque generally takes from

six weeks to six months but not infrequently takes much
longer and, in extreme cases, has exceeded a year. The
original cheque must be identified in the reconciliation
process, located, and the endorsement of payee checked
against his. specimen signature in departmental records.
Then the payee is asked to. provide a statutory declaration
confirming he did not receive value and the: collecting
banker is asked to supply the name and address of the
customer depositing the cheque: for collection. This
procedure takes time and is often delayed further because
of difficulty in locating .and receiving replies to
correspondence from former clients..

EFFECT OF DELAY ON TRADERS

8 The prospects for effective action against. persons

who cash stolen cheques with traders diminish greatly from
the time the offender leaves the business premises. Action
by DSS or by AFP cannot compensate or provide a total remedy
for unsound encashmént practices.

9 The case of the Chinese businessman referred to in

paragraph 8 of the AFP submission as a typical example is
the worst known to the Department.

STOPPAGE OF PAYMENT

10 where there is good reason, e.g. a cheque is reported
as stolen or the bona fides of the applicant are doubted, a
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stop-payment noticé is lodged, but stoppage of cheques
reported as not received is impracticablé because of the
nature and needs of the Department's clientele and other
factors.

1l Actually, automatic lodgement of stop-paymernt notices
would operate more to the disadvantage of traders than to
their advantage. Stopping payment of a cheque does not
prevent fraudulent negotiation; most frauds are perpetrated
before the stop can take effect. The stop often would give
traders earlier notice but would involve them in recovery
action that ought to be undertaken by the Department, i.e.
when it is the payee (or his agent) who tendered the cheque.

12 In addition, traders would be liable for and have to
seek to recover any bank charges levied on stopped cheques
they had deposited with their bankers for collection,

Lodgement of stops and consequential processing is. costly

- to the Department, its bank and collecting bankers. 1In

1982/83, 236249 replacement cheques were issued, 24333
"payee's dual negotiation" cases were recorded and 12661
instances reported to AFP as alleged fraudulent negotiations
by other than payees.

13 For the reasons given above, automatic stoppage of
payment is not. generally a suitable practice for "missing”
social security cheques as such advantages as it would

confer are outweighed by disadvantages to the various parties
(traders, banks, DSS and its majority of honest, needy clients}.

LETTERS OF INTRODUCTION

14 Traders and banks who cash social security cheques for
persons unknown to them or without. requiring adequate
identification contribute towards making those cheques a
target for theft, to the disadvantage of themselves, social
security clients and (because of consequential ¢osts) the
community generally. Recently, the Department has devised

in collaboration with thé Commonwealth Banking Corporation a
national procedure for establishing that a person is the payee
of a particular cheque. The procedure has many features aimed
at giving better protection for all rightful parties. Standard
specially printed letters of introduction will be issued when a
client's circumstances so require, mainly‘when he has no bank
account and/or could not otherwise satisfy a prudent business-
man that he is entitled to cash the cheque.

PROSECUTIONS FOR OFFENCES
15 Offenders against 'thé: Crimes Act may be and are

prosecuted by AFP without the need for authorisation by
DSS. In. 1982/83, according to information from AFP, there
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were 623 charges laid under the Crimes Act for offences
related to fraudulent negotiation of DSS cheques. Offences
against the Social Security Act 1947 are now dealt with
under Sections 138, 138A and 139 of that Act, as amended

by the Social Security aAmendment Act 1983 (No.69 of 1983}
assented to on 24 October 1983, which, inter alia, increased
the penalties prescribed. These provisions supplant those
cited in paragraphs 26 and 27 of the AFP submission.

16 Power to consent to prosecutions for offences under
the Social Security Act is contained in Section 139 of that
Act and is vested in the Minister and the Director-General.
In practice, senior officers in the Department's State
administrations have been authorised to consent to
prosecutions. In deciding whether to prosecute a person
the Department acts on the advice of the Deputy Crown
Solicitor.

17 Prosecutions, excluding those referred to in paragraph
15, brought against social security clients are summarised:-

1 July 1982 to Social Security Act Crimes Act

30 June 1983
Prosecutions 1466 197

Convictions 1344 181

1 July 1983 to
28 February 1984

Prosecutions 1201 92

Convictions 1177 20

FEDERATED SHIP PAINTERS & DOCKERS UNION

18 Interim Report No.3 of the Royal Commission into the
activities of the Federated Ship Painters and Dockers Union
referred to social security fraud by painters and dockers
and indicated that while it was not not possible at the
time to state precisely the amount involved, it would be
well over $1 million.

19 That expectation was based not only on information
available to the Royal Commission but also on 129 cases of
fraud involving unemployment beneficiaries who had been
employed as painters and dockers. The amount involved was
about $150,000 and had been detected in 1980 by the
Department of Social Security and/or the AFP.
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20 The Department has worked in close co-operation
with the Royal Commission and has devoted considexable
resources to the task of investigating likely cases of
fraud. As a result of this work, 860 cases were
identified for further investigation. Of these, 100
have been. found to be overpaid to the extent of $191,000.
One prosecution has taken place and 40 others are under
active consideration by the Special Prosecutor's Office.
There is no basis established for taking action in the
remaining cases.

21 Accordingly, the work done by the Department in
conjunction with the Royal Commission has not, identified
irregularities to the extent originally envisaged in
Interim Report No.3.

PROOF _OF IDENTITY

22 Current procedures within the Department require
claimants for benefits to establish identity on the basis
of approved documents. Approved documents can include:-

. an original birth, baptismal or marriage
certificate or a birth, baptismal or
marriage extract issued at least five
years ago;

. a taxation group certification covering
a total of at least six months' full-time
employment;

. a passport;

. for school leavers (including tertiary)
a. recent. school report or reference on
official school paper;

. an original motor vehicle registration
form in the claimant's name;

- a credit card showing full name and
current or recent address;

. a rate or water account made out in the
claimant's name showing his present
address; or

. an insurance policy in his name issued
at least two years ago.

23 Departmental instructions make it clear that driving

licences and savings bank passbooks are not, by themselves,
acceptable as evidence of identity.
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24 In common with many other private and public
sector organisations, the Department acknowledges the
inevitability of some people trying to cheat the system
by falsifying their identity. When this occurs there is
scope for fraud in such areas as:~

. multiple payments being made underx
mere than one name;

. the granting or continuation of
payment of pension or benefit in
circumstances where the claimant is
not entitled to that pension or
benefit.

25 The Department's day-to-day practices are aimed at
true identity being truly established, and when a wrong
doer perpetrates a fraud, for this to be discovered and
appropriate action taken against that person. Most
applicants for pension and unemployment benefit. are
interviewed in connection with their claim before pay~
ment commences. Exceptions are made for those in remote
areas, seriously ill etec.

26 The Department is reviewing its proof of identity
requirements to ensure they are sufficient and that they
strike a proper and reasonable balance between the welfare
needs of the client and the fiscal interests of the taxpayer.

ALTERNATIVE IDENTIFICATION PROCEDURES

27 In investigating alternative means of establishing
identity of clients, the Department must be sensitive to
the fact that the great bulk of its clients or potential
clients satisfy proof of identity requirements. More
stringent requirements will disadvantage many of those
people. It must also recognise that there are many people
in special need who already experience great difficulty in
having to provide identification documents. These include
the transient, the homeless, people living in remote areas,
many Aboriginals, migrants and others who simply have
problems in obtaining access to relevant documents. Many
instances also arise in which people require immediate
support to survive and complex administrative procedures
are not always feasible in these circumstances.

28 While the AFP are apparently suggesting more stringent
identification requirements, at the same time welfare agencies
are calling for a relaxation of present requirements. Clearly,
the Department must strike a balance between making statutory
benefits reasonably available to those eligible while, at the:
same time, preventing fraudulent representation. The
establishment of procedures which strike an appropriate
balance between these conflicting objectives is a central

aim of the current review.
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29 The AFP has suggested that the process of verification
by a third party similar to that currently in use for passport
applications be introduced. Arising out of the Williams and
Stewart Royal Commissions, changes were made to the
verification of identity for passport purposes. T§e§e
changes were outlined in a statement by the then Minister

for Foreign Affairs in December 1%882. In that statement

the Mipister also said:

"..... there is absolutely no infallible
method of establishing identity through a
single identification system. The most.
effective method of establishing identity
would, of course, be the establishment of

a national identity system based on finger-
printing. The Government has considered
this but is not prepared to institute such
a system in relation to passports because
of the implications that this would have on
our traditional way of life, There wogld
also be major administrative difficulties
and additional costs."

8 May 1984
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COMMONWEALTH OF AUSTRALIA
-g,_,AUnMu[Ld- JOINT PARLIAMENTARY COMMITTEE OF PUBLIC ACCOUNTS
IPMIUR

PARLIAMENT HOUSE
CANBERRA, ACT,
TEL, 727455

The Director-General
Department of Social Security

PO Box 1
WODEN ACT 2606
Attention: Mr B .J Budak

AUDITOR-GENERAL'S REPORT ~ SEPTEMBER 1983
FRAUDULENT NEGOTIATION OF CHEQUES

I refer to the public hearing on the Fraudulent Negotiation of
Cheques with the Department of Social Security on Wednesday

9 May 1984. Due to time constraints and the lodgement. of your
subm1§sxgn at the hearing, the Committee did noft conclude its
questioning and it was agreed that answers to further questions
would be supplied in writing.

The Committee's questions are provided below. It would be
appreciated if responses could be provided by 6 July 1984.

Questions

1. It is stated in the Department's submission that the prime
responsibility of the Department is the timely delivery of
the correct entitlements, Where does the direction for this
come from? This policy appears to assist those who would
‘defraud’ the Department ~ would you agree?

2. The Department's submission stated that a replacement cheque
must be issued very promptly to its needy clients when the
original cheque is reported as not received. In the Report
of the Auditor~General, March 1984, problems in NSW and
Queensland regional offices are allowing, for instance,
clients with histories of dual negotiation. to continue to
receive replacement cheques. Surely these problems, and in
particular delays, must be encouraging the fraudulent
negotiation of cheques?

3. Does the Department of Social Security have sufficient
checks and records to reduce the repeated fraudulent
negotiation of cheques by some clients and is it able to
maintain these, particularly at regional office level?
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10.

2.

Why is there in NSW still long delays (12 and 15 months
referred to by the Auditor-General, March 1984) in
identifying overpayments arising from dual negotiation?

As a result of the bank reconciliation process, cheque
issues information for all replaced cheques is flagged and
sent by the Department of Finance to the Department of
Social Security, Is this information then readily and
immediately available to regional offices?

it would appear from the Auditor-General's Report, March
1384, that some regional offices would not be able to refer
cases of dual negotiation to the Australian Federal Police
in your stated average time lag of 6 weeks to 6 months
because of long delays in just identifying overpayments
arising from dual negotiation, Would this be the situation
at most regional offices? Why?

Of the 236,000 cheques replaced by the Department of Social
Security in 1982-83 only about 12,661 were referred to the
AFP. Of the remainder what proportion were returned, never
presented, etc?

Two specific examples were outlined to the Committee by the
AFP where they had encountered problems. in getting access to
Social Security files:

- a member of the NSW Police Force claiming workers
compensation and at the same time receiving a sickness
benefit from DSS; the NSW Police wanted access to this
policeman's file to see if he was committing a crime
but could not get access; and

- AFP investigating a person in Wagga found he was
employed and receiving unemployment benefits and Social
Security would not give AFP access to his file.

In both. cases DSS stated that they would make the decision
as to whether a crime had been committed. In your evidence
to the Committee you stated that you could not give
information which is attached to an inquiry which does not
involve your clients. This does not appear to apply to the
two examples above. Could you discuss this further?

Many cases of fraud against DSS appear to occur because an
approved document for identification is not checked. Why
isn"t it a requirement that an 'approved document' is
checked?

In your submission 24,333 'payee's dual negotiation' cases
were recorded in 1982-83, 12,661 were reported to AFP as
alleged fraudulent negotiations by other than payees. Why
weren't the other 11,672 cases treated as alleged crimes?
Has all this money been recovered?
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11.

12.

13.

14.

15.

16.

17.

3.

what‘gs the DSS policy with regard to misrepresentation when
applying or receiving a benefit, for instance, receiving
unemployment benefit and working?

- Is the person charged with a crime? If not, why not?
- Is full restitution required? How is this enforced?

If the AFP (or DSS) decide that there is a possible case for
prosecution under the DSS Act who in DSS decides whether the
case will proceed? What qualifications does that officer
have? Is the advice of the Deputy Crown Solicitor sought in
all cases?

When a person is convicted under the DSS Act, is restitution
fol}owed up sep§:atgly as a civil matter? What percentage of
monies for restitution is returned to the Department?

w@th.regard to fraud how much investigation is carried out
within the Department?

What procedures are followed to check for fraud? Is internal
fgaud a‘pgoblem? Are there checks on the system which can
discover internal fraud? How are DSS employees who commit
fraud on the Department dealt with?

In your supplementary submission of 3 May 1984 you have
outl}ned ggngrally the procedures to incorporate the direct
credit facility. What overall time scale is envisaged?

Will direct credit reduce the amount of fraud committed on
the Department? If so, in what areas particularly?

M J Talberg
Secretary
18 June 1984
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Department of Social Security

PO Box 1 Woden, ACT 2606 Telephone 89 1444 Telex 62143
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The Secretary

Joint Parliamentary Committee
of Publie Accounts

Parliament House

CANBERRA  ACT

AUDITOR-GENERAL'S REPORT ~ SEPTEMBER 1983
FRAUDULENT NEGOTIATION OF CHEQUES

I refer to your memorandum of 18 June 1984 which sought
additional information in relation to the Committee' s
enquiry into the above matter.

2 By way of introductory comment in relation to the
Committee's overall concern about the improper payments
associated with cheques, I would like to define the two
categories of case involved.

3 The first category is that of fraudulent negotiation
which occurs where a person other than the payee negotiates
the cheque without the payee's authority. Under the Bills
of Exchange Act persons accepting not negotiable cheques
(banks and/or traders) have no better title than the
previous holder and, as drawer, the Department claims
reimbursement from the person to whose account such a
fraudulently negotiated cheque is credited. The payee is
entitled to a replacement payment and the matter is referred
to the Australian Federal Police for detection and
prosecution of the offender. Referral to the police is
required by Finance Direction 10/28.

y With cases of fraudulent negotiation there are delays
in referrals to the Australian Federal Police because the
Department does not become aware of the fraud until:

the intendéd payee advises that the cheque has not been
received; and

. upon the cheque passing through the banking system and
being paid by the Commonwealth, a copy of the cheque is
obtained and forwarded to the payee to confirm by
statutory declaration that he or she did not receive or
negotiate it or authorise any other person to do so.

207



2

5 The other category involves the negotiation of both an
original and replacement cheque by the payee. This is not
fraudulent negotiation as occurs in the case of a stolen
cheque as it {s the payee who recelves value and is
consequently overpaid in these cases. Referral of original
and replacement cheque overpayments to the Australian
Federal Police is not required by Finance Directions but
Departmental procedures provide for referral if it is
considered that the payee has deliberately imposed on the
Commonwealth. Cases are not referred where the payee
appears senile, of limited mental capacity or otherwise
confused as to his entitlement and makes .a claim for a
replacement cheque without intending to defraud the
Commonwealth.

6 Also on the matter of referral to the Australian
Federal Police, but unrelated to cheques, the Department
deals with the police in respect. of two other general types
of offence. They are:

Offences against the Social Security fct

These include cases where a person makes a false or
misleading statement or obtains a payment of a pension
or other benefit by means of impersonation or a
fraudulent device.

As pointed out in reply to question 8, it is the normal
practice for the department to carry out its own
investigations of such possible offences. In some
situations, however, cases may be referred to the
Australian Federal Police for investigation because
they present some particular difficulty for the
department or because it is suspected that eriminal
activities of a wider nature may be involved.

. Public Interest

There are cases where the police are already
investigating a matter which is quite unrelated to the
Department's activities. Social Security information
is sought, for example, to give some lead to the
present address of the offender.

For such cases information can only be released on the
authority of the Minister, Director-General, and four
other officers in the Department. The Social Security
Aet specifically requires that information can only be
released, where there is no explicit or implicit
authorisation of the client, if it is "necessary in the
public interest". This latter requirement is
interpreted striectly and details are provided in
relation to matters which are grave and wheré the
information cannot reasonably be obtained from other
sources.

The answers to the Committee's questions are as
follows:

QUESTION 1

The Social Security Act provides for payments to be
made at regular intervals. If a client does not
receive a cheque by the due date he has not been paid
his legal entitlement and has a rightful claim to
payment in respect of that instalment.

In recognition of the need of clients who are wholly or
substantially dependent upon payment the Department has
adopted policy and procedures whereby replacement
cheques may be lssued immediately in these situations.

Because this policy often requires that replacement
cheques be issued without knowledge of the fate of the
original cheque unserupulous clients can and do take
advantage of the Department. Naturally appropriate
action is taken to recover any overpayment so arising.

The Department considers that it could nevertheless not
adopt a policy whereby genuine clients would be
disadvantaged by the activities of a minority.

QUESTION: 2

As mentioned earlier in this. memorandum fraudulent
negotiation occurs when a person other than the payee
negotiates a cheque. It is agreed, however, that
allowing replacement cheques to clients with histories
of dual negotiation of both original and replacement
cheques could create a climate whereby unscrupulous
clients may abuse the system.

Delays in identifying client dual negotiations and
providing this information to decision makers must
therefore exacerbate this situation as would any
propensity on the part of decision makers to approve
replacement. Issues to c¢lients in spite of a known
history. The Department undertook a review during 1983
of the problems associated with the issue of
replacement cheques (see answer to question 3).
Ultimately, the solution to problems relating to
fraudulent and dual negotiation of cheques lies in the
movement away from cheques as a method of payment to
direct crediting (see answers to questions 16 and 17).

However the connection 'between delays in detecting dual
payments andi the incidence of theft and fraudulent
negotiation of cheques is more tenuous as evidenced by
the rather static nature of fraudulent negotiation over
the last six years .compared with large increases in the
numbers of replacement cheques issued.



No of Cheques No. Fraud Negotiations

issued replaced Reported to AFP

{million)
77/78 64.7 89718 12804
78/79 62.6 110761 12268
79/80 62.0 186844 8090
80/81 60.0 167385 10222
81/82 60.3 191062 10985
82/83 65.3 236249 12661
QUESTION 3

In all States except NSW decisions in relation to the
issue of replacement .cheques are made in the State
Headquarters. The authority to issue replacement
cheques was decentralised in NSW because of the very
large client numbers compared to other States.

Information currently available to decision makers
generally includes:

. cheque issue listings

%eta%ls of cheque presentations (in micro fiche
orm) ;

+ replacement cheque issue listings (ADP produced);

. cheque negotiation history records (ADP or manually
maintained);

. output from the ADP bank account reconciliation
system

. individual case files.

As a result of the review of the overall difficulties
evident in the issue of replacement cheques the
Department now receives presentation data concerning
the original cheque from the Reserve Bank much earlier
than previously. Guidelines have been issued which
outline the procedural steps to be taken when a
replacement is applied for and these include reference
to the need to sight the original cheque (or a copy
there of) if it is available. Work is proceeding on
the development of a national replacement cheque
history system.

Each of these initiatives should markedly reduce the
incidence of dual negotiation of cheques by clients.

QUESTION 4

Dual negotiation overpayments currently being raised in
NSW have resulted from replacement. cheques issued
during June, July and August 1983. Since the matter
was first raised by the Auditor General thére have been
considerable reductions in delays associated with dual
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negotiation processing. Delays in raising cases are
still apparent due to both high work volume (in NSW
approximately 12,000 original and replacement cheques
negotiations are detected each monthg and the
relatively limited systems and staff resources.

To reduce delays in NSW, as far as possible

(a) staffing levels have been increased;

(b) overtime has been more heavily utilised;

(c) procedures have been reviewed and rationalised;

(d) equipment for microfilming paid Soclal Security
cheques has been installed and has been operating
since December 1983. This enables copies of paid
cheques to be made available more quickly to
regional offices.

In relation to the incidence of dual negotiation
overpayments, the advantages of the microfilming
equipment will not be fully realised until overpayments
resulting since December 1983 replacement issues are
raised.

The following initiatives have been implemented to
assist NSW regional offices in the decision making
process., Use of the initiatives has already resulted
in a reduction in replacement cheques issued which will
reduce existing processing delays.

(a) presented cheque data is now available in all NSW
regional Offices. The data is updated each day
and is available by Day 2 after cheques are
presented to the Reserve Bank for payment. In the
past, presented cheque information has been
provided by the Department of Finance through the
Bank Reconciliation System 7 ~ 10 days after
presentation date.

(b} revised procedures for processing replacement
cheque applications have been made available to
NSW regional offices.

(e) since January 1984 persons claimin% pensions and
family allowance payments for the First time or
persons applying for replacement cheques for such
payments have been encouraged to convert to the
use of the direct credit mode of payment. The
direct credit mode not only has considerable
resource advantages but also for recipients,
offers far greater security for their payments.

Implementation of the abovementioned initiatives has
already resulted in a reduction in NSW in the number of
replacement cheques issued from 13,000 per month to
11,000 per month.



QUESTION 5

All cheque issue information is produced by the
Department of Social Security and is sent to the
Department of Finance for input to the bank account
reconciliation system. Information on all cheques
replaced is also input to this system. The
reconciliation process serves. to flag cheques which
have been replaced and to bring them to attention
promptly if they are subsequently negotiated.
Investigations are then under taken including enquiries
with the client to see whether he/she received value
for both original and replacement chegues or whether
there has been a theft and fraudulent negotiation.

In NSW, where the issue of replacement cheques is
approved in the Regional Offices, replacement cheque
issue information is conveyed to the Regional Offices.
The information is updated each fortnight. Presented
cheque data is also available in NSW Regional Offices
and is updated each day.

In other States, where the decisions are made at the
State Headquarters the cheque issue and presentation
data is held in the State Headquarters.

QUESTION 6

The average time lag for referrals to AFP of 6 weeks to
6 months which was quoted in our submission related to.
the theft and fraudulent negotiation of cheques by
third parties and not to dual negotiation by clients.
Departmental procedures require that, where a client is
considered to be deliberately imposing on the
Commonwealth, the matter is placed in the hands of the
AFP. This consideration would usually be undertaken in
State/Territory Headquarters anhd not normally involve
regional office personnel.

On the matter of delay in fraudulent negotiation cases,
the Department recognises that it is desirable for both
the Australian Federal Police and the person or bank
who have given value for a fraudulently negotiated
cheque to be advised as soon as possible of any cases
where it is reasonably believed that a fraudulent
negotiation may have occurred.

However, the time that can elapse before such advice
can be given is dependent on the circumstances of each
case. Generally, suspected. fraudulent negotiation
cases are first brought to notice when the payee
advises that an expected cheque has not been received.
The following action is then necessary -
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. Establish if possible whether the cheque has been

negotiated (there are time lags in receipt of
information about paid cheques).

. If so, establish whether it was fraudulently

negotiated. This normally involves correspondence
with the payee who is requested to examine the
endorsement on. the cheque and, if the signature is
not his, to make a statement to that effect. It
may happen that the payee has forgotten that he
did in fact negotiate the cheque, or it may have
been endorsed and negotiated by a member of his
family or by a person known to the payee. When it
is established that both the original and
replacement cheque have been negotiated by the
payee or on his behalf, an overpayment will be
raised and recovered from the payee.

. Where it appears that there has been a fraudulent
negotiation, details of the case are then
forwarded to the collecting bank with a request
for a refund of the amount concerned or the name
and address of the bank's customer (usually a
trader) to whose account the amount of the cheque
was eredited. Some time will normally elapse
before a reply is received as banks have their own
procedures in these matters.

On receipt of the name and address of the bank's
customer, action is then taken to advise that
person and seek recovery of the amount of the
cheque as required by Finance Directioqs and,
also, to refer the case to the‘Ausbralxan.Federal
Police for further investigation with a view to
prosecution of the offender.

As mentioned by the Minister for Finance in his answer
to question upﬂn notice No, 1089, each of these steps
may involve delays beyond the Commonwealth's control.
In some cases, it can be diffécultdtodéocate theP a
original payee who may have ¢ anged addresses, o

payge maypnit be promgt in co-operating by furnishing
the necessary statutory declaration. Where a
combination of such delays oceurs in a particular case,
it can extend significantly the time it takes to
finally learn the identity of the storekeeper involvgd
and inform him and the AFP of the likelihood of fraud.
(pages 2939-2940. of the Handsard for 5 June 1984
refer). ;
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QUESTION 7

The 12661‘9heques referred to the AFP in 1982-83 is an
absolute figure with no direct relationship with the
236,000 cheques replaced in a particular year because
of delays in establishing fraudulent negotiation and
generally because theft and fraudulent negotiation is
often discovered before the issue: of a replacement
cheque. 1In the latter case a further instalment is
issued to the client and these further cheques are not
ineluded in the replacement cheque issues figures. It
indicates, nonetheless, that a relatively small

proportion of replaced cheques are f
meenoioton ques e fraudulently

Many cheques are returned to the Department unpaid or
never presented for various reasons, and no figures are
available on which of these relate specifically to
cheques which are replaced. However, replaced cheques
which are presented and paid are identified as either
frgudulently negotiated or negotiated by the payee.
While 12,661 cheques were reported to the AFP in 1982-
83 as fraudulently negotiated 24,333 overpayments were
rais?d against payees who had negotiated both an
original and replacement cheque. Once again, this is
an absolute figure not directly related to the
replacement issue figure for the year but it indicates
bhgt most replaced cheques are not presented and paid
being either returned to the Department or never ’
located. In some cases a client who receives a
replgcement cheque and its original will negotiate the
original and return the replacement.

QUESTION 8

§ection 17 of the Social Security Act provides that
information about a client can be released only:

+ with the client*s explicit or implied authority;
« by an officer in the performance of his duty; or

. where the Minister for Social Seurity or the
Director~General certifies that it is in the publie
interest to do so.

With regard to divulging informatiom in the fo

of duty, officers may d?selose rélevant Infogﬁgtiggagge
t_;he Australjan Federal Police where the Police are
investigating specific cases of fraud or suspected
offences against the Social Security Act, or to enable
prosecution under Section 298 of the Commonwealth
Crimes Act in relation to fraudulently obtained social
security benefits.

214

Similarly, where the State Police are acting on behalf
of the Australian Federal Police in investigatiog
matters of this specific nature, such information may
be disclosed to them.

This being said, the Department holds the view that in
the ordinary course of events, it should handle
investigations about suspected social security
offences, at least in the first instance or unless
other seriocus criminal activities are alleged to be
associated with such suspected offences.

Where this Department prosecutes a person and a
conviction is recorded for a social security offence,
then that becomes a matter of public record, and other
law enforcement agencies may take account of that in
considering matters under another jurisdiction.

In the case of alleged criminal offences, information
Is only ever likely to be released where some persons
have been charged or likely to be charged with a
serious crime -~ as opposed to an Investigation of
possible crime -~ and the gravity of the crime is such
that it would be in the public interest to release
information,

Successive Governments and Ministers have taken the
view that the public interest clause should be
interpreted in a very restricted way. Added weight to
this approach can be seen in the recent National Crimes
Authority Bill, the provisions of which do not override
the confidentiality provisions of the Social Security
Act, one of the few Acts exempted by it.

Accordingly, great care and deliberation are exercised
before a decision is taken that the public interest
would be served by disclosure of information which is
held by this Department in confidence.

With regard to the case involving a member of the NSW
Police Forge the questions of entitlement and any
misrepresentation that may have occurred were Social
Security matters. It was considered that it was not
necessary in the public interest to release any details
to the NSW Police. Relevant documents were, however,
released to the AFP for further investigations as it
was considered beyond the capacity of our officers to
effectively interview the person involved.
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On the information provided it is not possible to
identify the second case quoted. In general, where an
allegation is made that a person is employed and
receiving Unemployment Benefit it is a matter for this
Department to investigate and prosecute if necessary,
The Attorney-General's prosecution policy tabled in the
House in November 1982 indicates that in this
eirecumstance the offence has been committed against the
Social Security Aet and is not a matter for
investigation and prosecution under the Crimes Act
1914, Whenever allegations of this kind are made, our
officers are bound to follow through and to ascertain
whether the allegations are well founded. Lf the
allegations are found proven the normal prosecution
procedures under the Social Security Act follow.

It might be noted that there is no bar as such to the
concurrent receipt of income such as workers!
compensation or earnings and unemployment or sickness
benefrit. Application of the relevant income test will
determine whether any benefit is payable given the
level of that other income.

QUESTION 9

In all cases where a claim for pension, benefit or
allowance is received it s neceSsary to. verify a
claimant's identify, A list of documents which may be
accepted for this purpose is included in the
Department's Manuals of Instructions and were detailed
at paragraph 22 of our submission of 8 May 1984, 1In
addition corroborative evidence is sometimes sought to
establish that a claimant is the person he/she claims
to be.

Departmental poliey provides that payment of pension,
benefit etce will not be approved where doubt exists as
to the bona fides of a claimant's identity. It should
also be noted that all of the department's claim forms
carry a warning that persons supplying false or
misleading information may be penalised by a fine or
imprisonment. *

Recognising the need to ensure that the Department's
‘proof of identity processes are the most appropriate, a
review of those processes has recently beén
commissioned. The objective is to design revised
procedures which ‘both safeguard the public purse and
are efficient, reasonable and acceptable by community
standards,
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QUESTION 10

The 12,661 cases reported to the AFP as fraudulent
negotiations are not part of the 24,333 figure for

payee's dual negotiation cases recorded in 1982-83. As

mentioned in my introductory remarks, original and
replacement cheque negotiations are referred to the AFP
if it is considered that the payee deliberately imposed
on the Commonwealth. In 1982~83, 221 payees were
prosecuted for impogition in relation to some 600
cheques. Many dual negotiation overpayments do not
involve deliberate imposition by the payee in that his
advice that a particular cheque has not been received
will most often be true at the time. The overpayment
arises when the original cheque is received by the
payee sometime after the issue of the replacement and
is negotiated by him., Although payees are advised to
return the original cheque in suech circumstances their
negotiation of the cheque and consequent receipt of an
amount in excess of entitlement is usually not seen to
warrant police action.

All clients who négotiate an original and replacement
cheque have overpayments raised against them. Recovery
is a continuing process and in 1982-83 an amount of
$1.169 m was recovered in respect of dual negotiation
overpayments.

QUESTION 11

A person who misrepresents his circumstances to the
department or fails to comply with the notification
provisions of the Social Security Act is in breach of
the Act and may be prosecuted accordingly. The Crimes
Act also provides penalties for offences against the
Commonwealth or other public authorities.

As the Social Security Act contains specific penalties
for offences against its provisions it is generally the
practice to launch prosecutions under that Act. Some
exceptions where action may be taken under the Crimes
Act include:

. major frauds, multiple claims, the forgery of
another person's signature or impersonation, or the
forgery of identification documents issued by the
Commonwealth

. where the time limit - 3 or 5 years after the
commission of the offence as the case may be - for
the commencement of prosecution proceedings under
the Social Security Act has expired and the person
has substantially contributed to the lapse of time
involved.
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Where a person misrepresents his or her circumstances
with deliberate intent to obtain a benefit to which he
or she has no legal entitlement, that person is
ordinarily charged with an offence under Section 138 of
the Social Security Act. Such an offence is punishable
on conviction by a fine not exceeding $2,000 or
imprisonment for a period not exceeding 12 months.

Where a court does not make a restitution order in
respect of the amount paid in consequence of an act,
failure or omission, the Department uses powers
contained in Section 140 of the Act to recover the
debt. Such amounts are recoverable in courts of
competent jurisdiction and the Department may take
civil proceedings to secure and enforce recovery of the
debt. Alternatively.if the person has a continuing
entitlement, the Department may recover the debt by
making deductions from that entitlement.

Thus where a person knowingly defrauds the Department
by say, hiding the fact that he or she is working and
continues to falsely claim unemployment benefit, such a
person would ordinarily be prosecuted for an offence,
and upon conviction, would suffer the penalties
prescribed by law and be required to refund the total
amount “overpaid.

QUESTION 12

In the normal run of events, facts which lead to a
persons prosecution under the Social Security Act are
reported to or discovered by DSS and it is only
infrequently that such information comes to the
knowledge of the AFP.

Once information is received, a full investigation is
undertaken by DSS and when sufficient information has
been gathered that indicates to a Regional Manager that
fraud or deliberate misrepresentation has been
committed and a successful prosecution is likely, the
matter is referred to an officer authorised by the
Director~General to consent to prosecution for offences
against the Act.

Only senior officers in each State or Territory are
appointed for this purpose.

Where misrepresentation has occurred and the authorised
officer forms the opinion that deliberate intent to
defraud was present, prosecution action is normally
taken unless there are unusual circumstances, e.g.

. it is not possible to obtain evidence that will
stand up in court. (On this matter, authorised

officers may be guided by the Attorney-General's
Department)
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. there is evidence of substantial mental incapacity
or special infirmity

. there are other factors (youth, age, domestic
circumstances etc) which may indicate it would not
be in the public interest to proceed.

When the authorised officer approves prosecution, all
relevant documents are forwarded as a matter of course
to the Attorney-General's Department. If, having
examined the papers and considered the evidence, the
Attorney-General's Department is of the view that legal
action should proceed, the necessary documents for the
complaints and summons are drawn and the matter is
brought to court. A legal officer of the Attorney-
General's Department usually represents the
Commonwealth and acts for the Department at court
hearings of this kind.

Generally, the Department does not prosecute in cases
where persons make a full and voluntary disclosure of
failure to comply with the Social Security Act before
departmental enquiries have commenced and where such
persons have refunded, commenced to refund or have made
acceptable arrangements to refund any overpayment that
has occurred., However, when the facts disclosed
indicate deliberate and blatant fraud the case would
still be brought to justice before a court.

QUESTION 13

When a person is convicted for an offence against the
Social Security Act, the Court may, in addition to
imposing a penalty in respect of the offence, order
payment of any amount paid by way of pension, allowance
or benefit to an offender in consequence of the act,
failire or ommission in respect of which the convietion
is recorded. (Sub-section 138(6))

Alternative means of recovery are contained in Section
140 of the Act. Sub-section 140 (1) provides for the
recovery of overpayments due to a false statement or
representation, or in consequence of a failure or
ommission to comply with any provision of the Act in a
court of competent jurisdiction from the person to whom
or on whose account the amount was paid or from the
estate of that person. Sub-section 140(2) provides
authority for recovery of an overpayment of pension,
allowance or benefit from a continuing entitlement to a
pension, allowance or benefit payable to the same
person. An exception is that only an overpayment of
family allowance may be recovered from continuing
entitlement to family allowance.
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On the advice of the Attorney-General's De artment, it
is the policy of the Department NOT to seek an order
for reparation or restitution in most instances. To do
otherwise, the Department would need to lay a
multiplicity of charges against the defendant in many
or most cases; ordinarily the interests of justice can
be served by laying selected charges, thereby
gonserving resources of the Commonwealth and the

ourts,

If reparation orders were sought in respect of a
limited number of offences based on selected charges,
confusion would most likely arise when the offender was
asked to repay the balance of the overpayment not
covered by the reparation order. Typically, this
situation arises where a person in receipt of
unemployment benefit commits a series of offences by
falsely declaring fortnightly statements, It is that
sort of case that dictates the policy of not seeking
reparation orders in the normal course of events but

to seek recovery from the person concerned if
necessary, by instituting proceedings under sub-section
140(1) of the Act,

The Department's overpayment records do not
differentiate between those for which prosecution
action has been taken and those for which it. was not.
However, in 1982-83 132,000 overpayments were raised to
the value of $46.8 million. During the same year,
$8.2 million was recovered by cash refund and $14.6
million was recovered by withholdings from continuing
entitlement. As mentioned in answer to question 10,
recovery of overpayments is a continuing process. and a
substantial part of the balance will be recovered in
subsequent years,

QUESTION 14

As part of its overall objectives the Department
seeks to assure itself that policies with respeet to
eligibility and entitlement and the administrative
practices which support them are being correctly
applied. Where evidence of incorrectness is detected
the Department will seek to establish the reasons for

Sophisticated computing and statistical techniques are
used to review risk categories and it is these projects
which uncover fraudulent activity both external and
internal. It is full time work and utilises staff in
both Central Office and each State/Territory. Over 100
officers are involved on a day to day basis.
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With regard to fraud {n respect of cheques, namely
fraudulent negotiation of cheques by a third party, the
Department generally takes only such action as is
necessary to prevent loss to the Commonwealth. This
entails the enquiries necessary to ascertain that a
fraudulent negotiation has occurred in order that
reimbursement can be claimed from the person to whose
account the cheque was credited. The apprehension of
the offender in these cases is a matter for the police.

QUESTION 15

The methodology used to check for fraud is as explained
in the response to Question 14 together with the whole

range of internal audit activity with respect to the
review of internal controls and their effectiveness.

The various techniques used by the Department are
equally as effective for detection of frauds whether
the source is external or internal.

Although circumstances vary from case to case it is
usual for any public servant charged with fraud, in
addition to being subject to prosecution, to be also
dealt with under the Public Service Act.

QUESTION 16

The time scale envisaged for the implementation of
direct credit is as follows:

- conversion of existing pension and family allowance
clients from cheque payment to direct credit
October 1984

~ conversion of U & SB clients to direct credit
April 1985

A process to encourage new claimants to adopt direct
credit as their payment mode has been in operation
since January 1984.

QUESTION 17

Direct credit will substantially reduce fraud committed
on the Department by:

~ removal of the cheque theft facility
- introducing certainty of payment; that is, it

reduces the capacity for the payee to claim that a
payment has not been received.
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The Department has dealt with this latter problem which

arises when a client complains to the Department that
his/her cheque has not been received. Not. knowing the
fate of the original cheque, the Department is not in a
position to leave a client without funds and therefore,
under certain circumstances, will always provide a
replacement or further cheque. The initiatives taken
so far should markedly reduce the incidence of these
claims. Direct credit will reduce them still further.

8 If the Committee would like further information on
these matters please let me know.

%; Lo Rube
" /'3 A Battanta

National Manager
Field Operations Service
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MINISTER FOR VETERANS' AFFAIRS
PARLIAMENT HOUSE
CANBERRA, AC.T. 2600

4 76C 1983

Dear George,

I refer to your advice of 16 November 1983, concerning
matters ralsed by the Auditor-Gerieral that your Committee intends
to examine. In particular I refer to the item, Fraudulent
Negotiation of Cheques, which is relevant to my Department.

The need for a separate submission by my Department has
been discussed with officers from the Department of Finance. My
officers were advised that a submission was not necessary.

In his Report, the Auditor-General referred to
initiatives taken to maximise the number of pension payments to
Banks, Credit Unions and Building Societies. It is of interest to
note that pensioners have responded well to my Department's
promotion of direct credit payments. Almost 224,000 (over 51%) of
pensioners receiving pension payments by cheque have transferred
to direct credit in the last 5 months. The number receiving
payment care of a bank manager has been reduced from 41,479 to 45.

Currently almost 65% of my Department's pensioners are
receiving payment by means of direct credit. The Department will
continue its efforts to improve this further.

Yours sincerely,

Cnlan

(A.T. GIETZELT)

Senator G. Georges,

Chairman,

Joint Parliamentary Committee
of Public Accounts,

Parliament House,

CANBERRA. A.C.T. 2601



JOINT COMMITTEE OF PUBLIC ACCOUNTS

Submission on the Structure, Role and Responsibilities of
the Performance Monitoring Branch in the Department of
Social Security

1 In the context of a major restructuring of the Central
Office of the Department of Social Security in the first
half of 1982, those areas within Central Office whose
responsibility related directly to the Department‘'s income
maintenance operations were brought together into a large
organisational unit entitled the Field Operations Service.

2 The major objective of this change was. to bring an
organisational focus to the Department's responsibility for
its 4.8 million clients whose access to the Department is
principally through its 190 Regional Offices, The Field
Operations Service was a direct response to the need for
the Department to adopt a more uniform approach. to its
operations nationally, particularly in the income
maintenance arena.

3 Within: the Field Operations Service the Performance
Monitoring Branch, set up in the first half of 1983, plays

an important role. The Branch is being developed specifically
to enable the Department to respond quickly and more
consistently to demands placed upon it from both internal

and external sources. Strong emphasis. has been placed on
improving the proactive capacity of the Department's Central
Office to move to a position of more effective coordination
than was possible under previous. organisational arrangements.

4 The Performance Monitoring Branch was formed to bring
together significant problem identification and problem
solving skills to service the Department nationally. The
Branch's primary orientationp is therefore to monitox
departmental performance in key areas and to move quickly
and responsibly to deal with existing or potentially
unsatisfactory performance.

5 There are three groups in the Branch, viz,
- Internal Audit
~ HMonitoring and Control
- Management Consultancy

and although each has. clear and distinct responsibilities (as
outlined below) the level of interchange between the groups is
very high. Internal Audit and Monitoring iand Control have
problem identification as a major operational objective. The
Management Consyltancy Group provides a capacity to develop
solutions and implement recommendations which derive from
comprehensive reviews of major problem areas. The bringing
together of these three functions has taken place largely
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by optimising the overlap that usually occurs between them.
In practice, when the functions are managed separately the
overlap is usuwally ungainly and counter-productive.

INTERNAL AUDIT

6 Internal Audit activities are directed at the adequacy
of internal controls and at. providing a reasonable assurance
that the Department's objectives and goals are being met
efficiently and effectively. In line with current audit
thinking and practice the Department is committed to a
systems based approach to the auditing task. Where major
problems are identified these are taken up, where approp-
riate, by the Comsultancy Group. Audit findings and
recommendations are formally reported to senior management
and the Departmental Audit Committee.

7 Although the Internal Audit Group is organisationally
structured within the Performance Monitoring Branch, internal
audit independence is maintained by direct reporting links to
the Director-General and the Chairman of the Departmental
Audit Committee (a Deputy Director-General). The Assistant
Director-General (Internal Audit) is responsible nationally
for all audit matters including departmental responses to
matters raised by the Parliament and the Auditor-General.

8 Internal Audit Group in Central Office comprises two
Sections, General Audit and ADP' Audit. There is also an
Internal Audit Section within each State Administration. These
cells work together in three main, areas :

- audits of national systems

- operational audits of regional offices and
other state units

« other audits and ‘consultancies' undertaken
periodically or at the request of State
Management..

9 The: methodology for auditing national systems has, until
now, invoived the conduct: of an. 'initial' audit in one State
which is subsequently refined to. enable: 'secondary' audits in
each other State. Forward planning of national audit activite-
des is based upon a dynamic Strategic Audit Plan which to date
has aimed to covex all auditable areas over a three year
cycle. Until now the Plan has comprised 75 auditable areas;
‘however a recent review has resulted in a new listing of 110
auditable areas of which 44 (40 per cent) are categorised as
*high-risk*’.

10 Regional Office operational reviews have been undertaken
by State audit cells on the basis of an informal policy that
each regional office should be reviewed annually. Local
(State) issues of an emergent or one-off nature are dealt
with on an "'as-required' basis..

11 Coincident with the implementation of STRATPLAN a
comprehensive program of computer-oriented andit tasks has
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been formulated and incorporated into the Strategic Audit
Plan. The present program will operate over the next few
years. One significant recent development has been the
planning of an 'integrated audit facility' to operate in
the context of STRATPLAN and provide the Department's
auditors with the capacity to trace individual transactions
at any stage of the computer process.

12  The Departmental Audit Committee has recently been
restructured and strengthened. The Committee is now headed
by a Deputy Director-General. Other members include a number
of Division Heads and one State Director.

13 Following a recent detailed review by Departmental

senior management and audit managers, work is underway to
enhance the efficiency of the audit operation by moving

from the State-based 'initial' and 'secondary' audit approach
to a national approach which is at once more rational, thorough
and cost-effective.

14 Other aspects of this move include :

- a significant up-grade in the frequency of 'high
risk' audits and overall coordination of audit
activities in conjunction with State Administrations

-~ a clear recognition that line management should
have primary responsibility for the quality of
regional office operational performance

- a capacity to realise the Department's commitment
to the use of a systems based methodology for all
internal, audit tasks.

MONITORING AND CONTROL
15 The role of the Monitoring and Control Group is to :

-~ devise, develop, implement and manage management
information systems; and

- conduct studies into management information
systems-related problems and to recommend
remedial action.

16 The major project of the Group since its inception in the
first half of 1983 was to devise, develop and implement the
departmental management information system, PRISM (Performance
Related Information System for Managers). That system is
aimed at providing managers at all levels, but particularly
regional managers, with timely and concise performance~related
data on key aspects of the workings of their offices. The
performance indicators highlighted by the system will deal
with both quantitative and qualitative aspects of timeliness
and accuracy in the benefit process. PRISM is a management
tool which identifies problem areas and assists decision
making.
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1? This project is being carried out in three phases and
will extend over several years. Phase 1, a prototype system,
has now been implemented; Phase 2, a nation-wide operating
system will be implemented in November 1984. Phase 3 is tied
to the implementation of the Departmental ADP strategic plan
and will be implemented in parallel with that plan.

18 The information being produced by the prototype system
being trialled in 20 regional offices has already resu{ted in :

- earlier recognition of factors affecting
timeliness of service delivery

- improvements in the degree of accuracy in
transactions made as part of the benefit
process

~ greater visibility for regional management
of other key performance indicators.

Full benefits from PRISM data will not be gained until after
national implementation in November 1984.

MANAGEMENT CONSULTANCY

19 The Management Consultancy Group's role is to provide
wide ranging professional consultancy services to the
Department nationally to assist in all aspects of management
improvement. The scope of such assignments not only spans
the analysis of :a wide range of problems and the development
of recommendations for improvement but also extends to a
significant commitment and responsibility for helping to
manage the implementation of those improvements.

200 To concentrate efforts in areas which have major implic~
ations for the Department's operations nationally, the Group
has placed a2 heavy emphasis on consultation with State
Directors and senior management within the Department in the
qevelopment of its forward work program. Prior to inclusion
in the forward program, assignments are evaluated against the
following criteria :
~ criticality to departmental dperations
- potential for realising savings in terms of
. reduced costs
. improved efficiency

. redeployment of resources to areas of
greatest need

-~ capacity to improve service delivery

- urgency for remedial action to be taken.
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2} In under

taking -consultancy assignments, project. teams

typically involve officers from State administrations to
ensure both the comprehensive development of practical

recommendatio
implementatiol

22 Examples
has undertake

ns for change and a commitment to successful
n of those changes.

of major projects which the Consultancy Group
n include :

-~ development of improved administrative arrangements

for d

ealing with replacement cheque processing

- investigation of the feasibility of proceeding to

direc
benef.

- exami
debt

- a rev
manag

- revis

t credit as the prime mode of payment of
it entitlements

nation of ways to improve the Department's
recoveéry operations

iew of the Department's approach to records
ement policy and practice

ion of the role, structure and operational

practices of the Department's personnel services

- imple
Pensi

mentation of revised procedures for Invalid
on processing

~ a critical examination of the Department's output
monitoring function

~ a review of the adequacy of Aboriginal and Torxes
strait Islander access to the services administered
by the Department.

COSTS AND BENEFITS

23 The Branch has éffectively been operxational since July

1983. Since

then, and to date, a total of 35 person years has

been expended on administration, management and conduct of the
Branch's Central-Office operations. Using a notional 'average'

salary of $25,000 pa, and applying the standard overhead factor of 85%,

salary, overhead and travel costs for the operation of the
Central Office unit has been of the order of $1.8 million.

24 It is difficult to quantify many of the benefits accruing
to the Department and the Government from the activities of

the Branch.

while they are all dixected primarily at improving

service delivery and/or developing or maintaining effective
controls against operational deficiencies, the resulting
benefits often incrude qualitative benefits such as

staff morale

and motivation, the highlighting. of key problem

areas and the enhancement of the Department's image.

25 However,

a number of projects currently in progress

or planned will result in substantial quantifiable savings.

P

One' such project of interest to the Committee relates to
the extension of direct crediting of income maintenace
payments. Following substantive implementation, current
estimates of savings for the Department in a full financial
year have been put at $38m.

1 June 1984
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JOINT COMMITTEE OF PUBLIC ACCOUNTS

Inouiry into the Report of the Auditor-General ~ M,

iry ~_May 1983
Sub?:ss:on by the Department of Social Security on paragraph
16.2 ~ Pecovery of Overpavmerts

In the paragraph referred to above the Auditor Ge i
t £ e neral discusse
:gz;e:i undertaken in Central Office and Victoria in connections
ith the processing arrangements for recovery of overpa
The Audit conclusions were: y paynents.

"The Audit disclosed that the Department is facing serious
prqblems'xn the identification and recovery of overpayments
which arise from incomplete or inaccurate information given
by its client population to support claims for benefit,

The Victorian State Administration was aware of these
problems and was taking remedial measures.,

This Office considers, however, that the Central Office
should play a more positive role in monitoring the situat-
ion at regular intervals to determine whether the position
is satisfactory in all States ....."

The paragraph gives statistics for overpayments. These

need to be viewed in the context of departmental outlays:

) Expenditure Overpayment

Year {($ million) ($ million)
1980-81 8,061 27
1981-82 9,373 28

Thus overpayments raised represent only about one~third of
one per cent of total outlays.

2. The Department is conscious of the problems in relation to
processing of overpayments. One major difficulty facing a
Regional Office Manager with finite resources and with constant

and increasing pressure from clients is at what point the resources
allocated to satisfy clients" immediate welfare needs should. be
redirected to improving the speed with which that office can
discharge its other administrative responsibilities.

3. Two important steps have been recently taken which, inter alia,
have increased the capacity of the Department to respond to problems
relating to that and other concerns.

4. The first step was 2 restructuring of the Central Office
organisation that has led to- the creation of the Field Operations
Service which provides a much clearer organisational focus for
benefits delivery prograns which are principally exercised through
the Regi 1 Office network and for the other work which must be
processed in a Regionzl Office.

5. w§thin that Service, the new Performance Monitoring Branch,
to which staff are currently be¥ng recruited,, has a clear
andate to review, and correct where necessary, major problems
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in the capacity of the Department to effectively and
efficiently fulfil its objectives.

6. The second exercise, a review which examined Regional
Office staffing, was led by Coopers and Lybrand Consulting
Services. Key recommendations of this review were that
regular information be provided on payment processing
times and the extent of correct payments. Both these
recommendations are to be followed up by the Performance
Monitoring Branch.

7. The Monitoring and Control section of the Branch has,
as its first responsibility, the development and mainten-
ance of a national, performance related management
information system which will address itself to both the
qualitative and quantitative aspects of Departmental
performance down to Kegional office and section level,

8. So far as overpayments are concerned the regular
collection and collation of key management information,
together with an early review of the options available

to the Department with regard to the processing arrangements
will provide assistance to managers at all levels so that
they can exercise the "control" necessary to achieve the
desired results. In the long term the "desired" results
will be budgeted by regions and constantly monitored.

9. Central Office Monitoring and Control processes are
limited both organisationally and geographically in directing
Regional Office Managers. The Performance Monitoring Branch
has been created to help managers manage their work better

by providing better and more timely information on which they
can act. The Branch will also assist with the provision of
advice regarding options for more useful deployment of
existing resources. The suggestion in the Auditor-General's
report (Section 16.2, page 89) that some clerical staff at
Regional Offices be permanently assigned to recovering
overpayments is presently under consideration.

SYSTEM DOCUMENTATION

10. The Department's recently purchased system development
methodology SDM/70 will facilitate better documentation of
future system changes. Using the standards and review .
processes which accompany this new methodology, the revision
of systems under STRATPLAN will be subject to stringent
requirements for full documentation and control.

ENHANCEMENTS TO ADP’ SYSTEM

11. The Auditor~General has recently and in the past made a

number of suggestions for improvement to the overpayments

system. Some of them:

~ are resource intensive

~ encompass a wide range of changes over a number of our
major Income Security ADP systems
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- would need to be examined with regard to cost-effective~
ness.

12. The recently announced re~equipment program for the
Department (STRATPLAN) will incorporate reappraisal and
major redevelopment of all the Department’s system in the
context of the new technology which will be available.
All recommendations which have been made to improve the
overpayments system will receive consideration as part of
this process.

PAYMENT TO NON-RESIDENTS

13. The Department has developed a 'matching' exercise
between Family Allowance and Immigration Department
records to ascertain which endowees and children have
left Australia permanently. The early results of the
exercise have proved useful and further refinements will
be undertaken pending extension to other states.

DELAYS IN RECORDING OVERPAYMENTS FOR RECOVERY

14. Average time being taken to calculate and commence
recovery action has been substantially reduced in Victoria
due. to the formation of task. forces. As a result of this
there has also been a reduction in the previously
identified levels of potential overpayments cases.

NATIONAL PROCEDURES MANUAL

15. The preparation of a combined policy, coding and
procedures manual has reached an advanced stage and
should be available for issue on a national basis within
three months. The draft document has recently been
circulated to affected areas within Central Office and
each State..

CONCLUSION

16. The Department is confident that the approach out-
lined above will be successful in minimising the
difficulties which currently surround the "overpayments™
question.

17. As the Auditor~General has mentioned the amounts.

due often arise from the normal departmental review process
bringing to light incomplete or inaccurate information
supplied by ¢élients. The workload which arises in this
way has to be managed in Regional Offices. However., that
is the environment where strong pressures already exist

to use the resources availlable to the fullest extent to
meet people's welfare needs.
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18. The work of- the Performance Monitoring Bra i

to help the Department’s staff manage suchgworkng;1 :;%i ::ek

making certain that the processing arrangements are the most

suitable., A "policeman” approach by Central Office in react-

ing to statistics of work on hand etc is not the most appropriate

solution for this category of work. Helping, in a number of

?:;eff?gztx};twaygiltg:se resgonsible for doing the work and monitoring
s wi a much m i ievi

s imeee il b ore effective way of achieving the

19.. '{'he Aud@t OffJ:.Ce has signified that it will review the

position again during future audits in the light of the Department's

é:s[::njs-egéf[?art;c;%arly the degree of monitoring exercised by the
ntral ice following the establishment of

Monitoring Branch. the Perfornance

7 June 1983
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JOINT PARLIAMENTARY COMMITTEE OF PUBLIC ACCOUNTS

Inquiry into the Auditor-General!s Report: March 1984
Submission by the Department of Social Security on paragraph 17.2
Recovery of Overpayments

As part of the examination of the Auditor-General's report for

March 1984, the Department of Social Security has been asked to

provide information as to the initiatives that are being

ggde;tzken to improve the recovery of overpayments arising under
e Act.

2 It has been recognised that positive action is required to
seek ways to Llncrease the effectiveness and efficiency of
processing and recovering overpayments arising under the Social
Security Act 1947. The current situation is that in concert with
a growing client base, the number of cases and the cumulative
balance owing to the Department is increasing over time.

3 Furthermore, the recovery of overpayments is becoming
increasingly more difficult, in the main due to the following
factors:

. the socio-economic circumstances of the Department's
clients require special consideration, particularly as
many are not in the position to repay amounts owing;

. the increased demands on limited Departmental resources;

. the high turnover of staff has led to a lack of
experienced personnel available to calculate often
complex overpayments (particularly pensions);

. the transient nature of many clients makes debtor
location difficult..

4 In September 1983, the Department's. Executive commissioned
the Management Consultanecy Group of its Performance Monitoring
Branch to undertake a comprehensive study of the administrative
systems, organisational arrangements and foundation policy
currently applied by the Department in respect of the processing
and recovery of overpayments arising under the Social Security
Act 1947. The objective of the study was to recommend variations
to existing practices or alternative measures to improve the
overall rate of recovery in a cost effective manner,

5 The current status of the review 1s that it is nearing
finality with preliminary recommendations (as outlined below)
being currently considered by all State Administrations and the
Department's Central Office.
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-2 -

preliminary recommendations made as a result of the study

centre around :

7 In

8 In
that:

poliey;

administrative systems;

organisational arrangements.

respect of policy, the study has indicated that :

the primary objective of the activity should be to
actively pursue the economic recovery of debts but at the
same time be sensitive to client circumstances;

in view of the significance of the resources invested and
the increasing incidence and value of outstanding debts,
this function needs to be recognised in its own right and
accorded increased relative priority;

economic thresholds should be determined on an on-going
basis to ensure that overpayments are pursued generally
only where it is cost effective to do so.

respect of administrative systems, it has been recommended

work commence to develop a new national overpayment
recovery system, that is based on current and foreseeable
future user needs and that is integrated with the major
benefit systems as part of STRATPLAN, and that will
identify the most cost effective categories of debt to
pursue;

in the interim, develop and place into production stand
alone modules that will cross-mateh current overpayment
records with benefit records so that all possible cases
are identified and action taken to recover moneys owing
by deductions from benefits paid to current client
debtors;

in the interim also, develop and place into production
programs which will allow deéductions currently being made
from benefits as a means of recovery to be indexed with
movements in benefit rates to always approximate 10
percentum which is departmental poliey and currently
applied manually. It should be noted that such action
would not be taken where this would cause hardship to
clients.
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9 In respect of organisational arrangements, a number of
options are presently being considered which tnvolve:

the formation of a National Debt Recovery Unit within the
Central Office of the Department to provide strategic
planning, direction and amalysis of performance on a
national basis and attend to the development of policy
and associated administrative systems to improve
operations;

a re-aligning of existing and presently separated

overpayment processing and debt recovery responsibilities

into specialised areas within the Department; and

the development of a comprehensive Management Information
System to assist Departmental officers at all levels to
monitor performance. and initiate action to remedy
problens identified.

16 July 1984
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JOINT PARLIAMENTARY COMMITTEE OF PUBLIC ACCOUNTS

Inquiry into the Auditor-General's Report: September 1984
Submission by the Department of Social Security on
Paragraph 19.3 - Recovery of Overpayments

As part of the examination of the Auditor~General's
report for September 1984, the Department of Social
Security has been asked to provide information as to
the current situation with regard to initiatives being
undertaken to improve the recovery of overpayments
arising under the Act.

2 In considering the matter, the environment in which
the Department. operates and the relativities need to be
observed., Whilst in absolute terms the value of over-
payments is material, when considered in the context of
the overall level of expenditure on benefits, pensions
and allowances, overpayments represented only 0.46%
during 1983/84. It should also be noted that the increase
in the amount of overpayments raised during 1983-~84 was
matched by an equivalent increase in the number of over-
payment cases identified and processed. In effecting
recovery the following factors have an impact:

. the socio-economic circumstances of the
Department's clients require special
consideration, particularly as. many are
not in the position to repay amounts
owing;

. the high turnover of staff has led to a
lack of experienced personnel available
‘to calculate and process complex over~
payments (particularly pensions);

. the transient nature of many clients makes
-debtor location difficult;

. overpayment processing and recovery is
often an industrial target.

3.  In addressing the problems. and issues the Department
has. taken positive action. Two. major initiatives which:
have been designed specifically to reduce the incidence
of overpayments and increase the effectiveness of
recovery operations are:

. the adoption of direct credit as the
prime mode of payment;

.. the implementation of a number of major
recommendations arising from a national
review of debt recovery operations
undertaken in late 1983 and continuing
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through 1984. Reference to this review
was madg in the Department's previous
submission to Committee concerning this
matter.

4 There are also a number of other initiatives currently
belng.updergaken by the Department which should have a
beneficial influence on the recovery of overpayments.
These are:

. the development of a corporate computer-
basgd‘management information system
entitled PRISM (Performance Related
Information System for Managers);

. the implementation of revised procedures
related to Proof of Identity;

. the development of a Quality Assurance
Package to assist regional managers to
monitor and improve the application of
departmental policies and procedures;

. ghe implementation of streamlined processes
in respect of the issue of replacement
cheques;

« in the longer term, the implementation of the
Integrated Index Facility as part of
STRATPLAN.

All of the above initiatives are briefly discussed in the
following paragraphs.

5 In September/October 1984 a comprehensive feasibility
study of proceeding to direct credit as the prime method

of paying the entitlements of individuals by the Department
was undertaken. The result of that study indicated that
ghls_opyzgn was feasible, cost-effective and brought with
it significant advantages to clients. With approximately
$Bm (or 12.5% by value and 22.5% by number) of overpayments
being caused by original and duplicate cheque negotiations
by cl1ent§ during 1983/84, the adoption of direct credit
will be significant in the prevention of overpayments.
Following consideration of the option by Uabinét, the then
Minister, Senator the Hon. D Grimes, announced on 6
September 1984, the Government's decision to move to direct
credit as the prime mode of payment. Implementation is.

now proceeding. It is expected that the conversion of
pension and family allowance payments will occur in April/
May 1985, followed by Unemployment and Sickness Benefit
payments in June 1985. Significant savings in administrative
costs to the Department will also accrue.

6 A number.of major recommendations arising from the
national review of debt recovery operations, of which the
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Committee was previously advised, are currently in the
process of implementation. These include:

. the development of revised practices in respect
of the priority in which overpayments will be
raised in regional offices and followed up by
recovery personnel, In essence they will be
designed to ensure that priority will be afforded
firstly to those categories of debts which have
a high probability for recovery and that sub-
sequent decisions in respect of particular
action to be taken will take into account the
cost~effectiveness of those actions;

. the strengthening of the overall management
capability of the function. through the creation
in the Department's Central Office of a small
number of positions to provide strategic planning,
direction and analysis of performance on a
national basis and attend to the development of
policy and associated administrative systems to
improve operations. Further, a middle level
management position has been allocated to each
State to provide a focus for improvements at a
local level and to ensure that policy initiatives
are effectively translated into practice;

. in the interim, computer programs have been
implemented to cross-match current overpayment
records with benefit records so that all possible
cases are identified to enable action to be
taken to recover moneys owing bydeductions from
benefits paid to current client debtors;

. in the longer term, the development of a new
national overpayment recovery computer system,
that is based on current and foreseeable future
user needs and that is integrated with the
major benefit systems. It is likely that the
system will identify the most cost-effective
categories of overpayments to pursue as well
as allowing for the ongoing adjustment of the
level of deductions being made from benefits
which is a popular means used by clients to
repay overpayments.

7  Associated developments which will also have an impact
on either the prevention, detection or effective recovery
of overpayments are:

the implementation nationally of the management
information system PRISM in November 1984. This
system produces a series of reports for regional
managers across the country, a number of which

specifically provide information in relation to
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overpayments. These reports provide details
as to volumes on hand and processed, the
values involved, the reasons for overpayment
and recovery rates. A further 'stand alone'
series of programs designed to monitor volumes
of cases where overpayments have yet to be
confirmed is presently being trialled in the
Department's Western Australian administration;

. following a national review conducted during the
period March-November 1984 in respect of stand-
ards of information to be provided as an
acceptable level of Proof of Identity, imple-
mentation of national guidelines commenced in
December 1984. The consistent application of
these guidelines will have an impact in the
prevention of overpayments and fraud;

. the development. of a Quality Assurance Package
for regional managers. In essence the package
is a self-monitoring practice which focuses
attention on the quality of administration of
the benefit processes. The element of the
package which deals with overpayment processing
is designed@ to ensure that cases are dealt
with in a timely manner, are accurately assessed
and that deductions are made (where appropriate)
from ongoing payments of benefits to clients.
National implementation is planned for April
1985;

. the implementation of revised procedures
(following a national review) in respect of
the issue of replacement cheques. The guide-
lines issued were designed to provide regional
officers with more timely and adequate information
so that they may accept or reject replacement
cheque applications with a much greater con-
fidepce of the current status in respect of
the presentation of the original cheque.

These guidelines have the impact of reducing
overpayments arising from ¢ual negotiation of
cheques by clients;

. continuing development and refinement of other
benefits control techniques;

. in the longer term the development of the
Integrated Index Facility which will bring
together all information related to a client
in a readily accessible database environment
under STRATPLAN, will assist in both the
prevention and recovery of overpayments.

4 February 1985
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JOINT COMMITTEE OF PUBLIC ACCOUNTS
Inquiry into the Report of the Auditor-General - May 1983

Submission by the Department of Social Security
on paragraph 16.3 - Issue of Replacement Cheques

BACKGROUND

Payment of pensions and family allowances are made by
cheque or, at the option of the client, direct to an
account with a bank, building society or credit union.
The direct credit option is not available for payment
of unemployment, sickness or special benefits, the
relevant computer programmes being different in this
respect from those which process the other payments.

2 The number of cheques issued each year is in the
order of 63 million. The composition is approximately:
Family Allowances 11 million

Pensions (including
Supporting Parent Benefit) 35 million
Unemployment, Sickness and
Special Benefit 17 million.
3 Clients who do not receive a cheque when expected

can seek a replacement from the appropriate Regional
Office. Reasons are required to substantiate the request.
If after validating the client's identity and considering
the reasons provided, the Department’s staff consider
that the circumstances warrant issue of a replacement,
that will be done manually and generally handed to the
client at the counter.

4 During the 1981/82 financial year 191,000 replacement
cheques were issued throughout Australia. The figure
represents less than one third of one percent of all
cheques issued to individual clients.

5 The Department‘s objectives include reference to the
desirability of clients receiving their entitlement on
time. In one way or another tle majority of applicants
for replacement cheques express hardship as the reason
for the request and in the light of statements by the
client and/or evidence of financial commitments it is
almost impossible to identify the genuine from the non-
genuine client. However, not all applications are
satisfied. In New South Wales and Victoria for example
the refusal rate was 14 percent and 28 percent respectively
during the 9 month period July 1982 to March 1983,
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6 There are a number of possible reasons why a cheque
may not be received and they include changes of address
by the client, postal difficulties, or theft by a third
party. Under existing arrangements information as to the
fate of the original cheque is not available to the
Department until at least five days after the date of
issue because Of the data handling methods within and
between the Reserve Bank and the Department of Financa.
Even if it was, knowledge that the original had been
negotiated would make it more difficult for regional
staff when the client is insisting that it has not been
received and the relevant chegque form itself cannot be
made available to the counter at that time,

7 The case identified in the Auditor-General's Report

is evidence that the process is not without its problems..
The client concerned came under notice during an
investigation of other offences by the police. His
applications for the replacement cheques were in relation
to unemployment benefit and claimed hardship as the reason
for the request., The office concerned did not have any
information to dispute that claim.

8 A recent study has shown that in New South Wales

60 percent of the cases for which a replacement cheque
was issued in the nine months to March 1983 ultimately
involved a dual negotiation ie the original and the
replacement were both negotiated. The comparable figure
for victoria was 25 percent.

9 The same study indicates that in 79 percent of these
cases in New South Wales the original and duplicate were
both negotiated by the payee and in 21 percent by a third
party. The comparable figures for Victoria were 64 percent
and 36 percent respectively.

10 Where it is ascertained that the payee is responsible
for negotiating both the original and replacement cheques
an overpayment account is raised and the amount due is
recovered from continuing benefit,

11 When it is ascertained that a third party is involved,
recovery of the amount is sought from the bank or trader
through which the original cheque was negotiated.

Details of the case are referred to the Australian Federal
Police. The amount recovered,during the 1981/82 financial
year from banks was $309,000 and from traders $868,000.

12 fThe Department's internal audit staff have also drawn
attention to difficulties with chegue processing. 2an
extensive review of the current processing arrangements
commenced in March of this year. The newly created
Performance Monitoring Branch has carriage of the project
which will include discussions at senior level with officers
of the Department of Finance, the Reserve Bank and the
Australian Federal Police.
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13 A complementary project being undertaken at the
present time concerns the feasibility of making greater
use of facilities to credit payments directly to accounts
with banks, building societies and credit unions.

THE AUDITOR-GENERAL'S COMMENTS

14 Paragraph 16.3 of the May 1983 Report summarises the
results of audits in New South Wales and Victoria in
connection with the subject and expresses the following
conclusions:

. the extent of dual negotiation by payees is
cause for concern

. centralised procedures in Victoria are
apparently more effective than the
decentralised approach in New South Wales

. the longer time taken in New South Wales to
process dual negotiation cases exacerbates
the situation

. further consideration should be given to
adopting the Victorian approach nationally.

15 The Department shares the Auditor-General's concern
about the extent of dual negotiations and for that
reason the review mentiocned earlier was the first major
task allocated to the Performance Monitoring Branch.

16 The solution to the problem lies firstly with a
reduction in the extent to which the cheque method of
payment is used. Directly crediting a client's account

in a financial institution removes the "not received™
problems associated with payments by cheque. A

significant reduction in the number of clients paid by
cheque would avtomatically reduce the number of applications
for replacement cheques.

17 The project referred to earlier (para 13) is examining
the advantages and disadvantages of the direct credit
method of payment with the object of placing a submission
before the Minister for Social Security in the very near
future. .

18 The second important element in the improvement

progess concerns both the extent of information available

at the point of authorisation of the issue of a replacement
cheque and the timeliness of it. Whilst the work done in
Victoria towards providing more details was a local
initiative the results give grounds for some optimism with
respect to a national approach with similar objectives. The
study being undertaken at present has already shown that the
identification of those categories of clients with a proven
high risk of dual negotiation will be particularly useful.
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19 The decentralised approach to authorisation of issue
of replacement cheques in New South Wales was a response
to the deteriorating client service occurring there as

a result of staff in over sixty regional offices having
to seek authorisation from the State Headquarters of the
Department. Sometimes clearance was needed immediately
on receiving the application from the client., Almost
always it was required on the same day. For those clients
in genuine need the process caused frustration and
complaints. For the staff the process was cumbersome
and frustrating as well as costly in terms of resources
involved.

20 Whilst acknowledging that the difference in results
between New South Wales and Victoria may in part be the
result of the latter Administration retaining the
centralised authorisation process within State Headguarters
it is not the sole reason. More information, differences
in approach by Regional Managers and close liaison with

the police have all contributed to a significant difference
in the number of applications for replacement cheques
between the two states.

21 As well as recommending the most desirable approach

for the future it is the expressed intention in the terms
of reference document for the Performance Monitoring Project
mentioned earlier that a national solution be found. As a
result all states will use the same approach.

22 Contact has already been made with the Department of
Finance and the Australian Federal Police in connection
with the project and the results of a recent survey will
be discussed with them in the next two weeks as well as
with senior officers of the Reserve Bank. It is expected
that the project will be completed in mid to end July 1983
with implementation of the recommended solutions on a
national basis to quickly follow after that.

23 A reduction in the problems currently being experienced
should be progressively evident in the latter half of the
year.

2 June 1983
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JOINT COMMITTEE OF PUBLIC ACCOUNTS

INQUIRY. INTO THE REPORT OF THE AUDITOR-GENERAL

- SEPTEMBER 1983
SUBMISSION BY DEPARTMENT OF FINANCE

Paragraph 25.2: Recovery of Outstanding Revenue, Debts
and Overpayments

This submission addresses the role of the Department of
Finance in relation to the development of policies and
practices applied by departments in debtor management for
the recovery, write-off or waiver of outstanding revenue,
debts and overpayments.

The Audit Act Context

2. The regulation-making power of the Audit Act 1901 -
section 71 - permits the Governor-General to make
regulations in relation to, inter alia, the collection,
care and management of all public moneys and the guidance
of all persons concerned.

3. Section 72 permits the regulations to authorize the
Minister or Secretary to the Department of Finance to give
to officers directions for or in relation to any of the
matters. covered by the regulations. The Minister‘s and
Secretary's powers in this respect have been delegated to
senior officers in the Department of Finance.

4. Also relevant in relation to debtor management are the
powers conferred on the Minister under sub-section 70C(1)
of the Act to write-off irrecoverable amounts of revenue
and irrecoverable debts and overpayments; and, under
sub-gection 70C(2), to waive the right of the Commonwealth
to the payment of amounts due to it and to the recovery of
its stores. The write-off power has been delegated to
specified officers across all departments. The waiver
power. {apart from a delegation to all Permanent Heads to
waive overpayments of amounts up to and including $200 to
officers or former officers. in certain circumstances), has
been delegated to senior officers in the Department of
Finance and, selectively for cértain types of debts, to
senior officers in the Departments of Social Security,
Veterans" Affairs, Education and Youth Affairs and
pDefence. As provided for under sub-section 70A(2A) of the
Act, the Minister has given directions to officers in
departmients who are dslegates of his section 70C powers.

5. Thus, in pursuance of sub-section 70A(2R) and section
72 of the Act, departments have had the following guidance
made available to them by Finance in relation to their
debtor administration:
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2.

. "Directions to be Observed by Delegates of the
Minister for Finance when Exercising Delegations under
sub-section 70C(1) of the Audit Act 1901" (issued on
the authority of the Minister for Finance).

. Conditions governing the waiver by Permanent Heads of
overpayments to officers and former officers (issued
on the authority of the Minister for Finance).

. The delegations, applicable conditions and guidelines
relating to the waiver of certain overpayments of
benefits by the Departments of Social Security,
Veterans' Affairs and Education and Youth Affairs
(issued on the authority of the Minister for Finance).

. The delegations and applicable conditions relating to
the waiver of debts for medical and hospital services
provided by the Departments of Defence and Veterans'
Affairs (issued on the authority of the Minister for
Finance) .

. Finance Directions Section 5, Paragraphs 8 to 12:
"Judgment Debts Resulting from Civil Action" and
Paragraphs 13 to 16: "Judgment Debts Resulting from
Criminal Proceedings" (issued on the authority of the
delegate of the Secretary to the Department of
Finance).

. FPFinance Directions, Section 24: "Losses, Deficiencies
and Overpayments of Moneys", including relevant
Background and Guidelines to the Section (issued on
the authority of the delegate of the Secretary to the
Department of Finance).

. Pinance Directions, Section 27: "Losses or
Deficiencies of Stores"” (issued on the authority of
the delegate of the Secretary to the Department of
Finance).

. Finance Directions, Section 34, Paragraphs 2 to 6:
"Debts Owing to Commonwealth Departments - Bankruptcy
Act"; Paragraphs 7 and 8: "Payment of Accounts to
Debtors « Right of Set-Off"; and Paragraph 23:
"Statutes of Limitations", including relevant
Background and Guidelines to those paragraphs (issued
on the authority of the delegate of the Secretary to
the Departiment of Finance).

The foregoing references are tendered with this submission
as Attachments 1 to 8, respectively.
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3.

BACKGROUND TO THE AUDITOR~-GENERAL'S REFERENCE

6. The responsibility for the recovery of amounts owing
to the Commonwealth has, traditionally, been in the hands
of the various departments and authorities concerned.
Each of those bodies has had its own particular process
through which a debt would pass for simple recovery, or,
if necessary, referral to the Deputy Crown Solicitor for
further pursuit of recovery by escalated legal means, or
for ultimate write-off or waiver of the debt by the
department if circumstances warranted.

7. Until 1976, parts of the process - the location of
those debtors who could not be found by the departments
concerned using their own resources, together with process
serving and bailiff duties =~ were handled by the then
Commonwealth Police Service (Compol). In that year, the
then Government decided that the Police Service should
divest itself of those duties as soon as alternative
arrangements (eg, for the establishment of properly
trained civil personnel) were available.

8. Initially, with a view to identifying revised
procedures that might need to be formalised in the Finance
Directions, Finance approached several departments for
their reactions to the proposed Compol withdrawal from
debtor-location work. That exercise was subsumed however,
by the subsequent establishment of an IDC - in March 1978
- to consider what "alternative arrangements" to Police
involvement might be feasible. The IDC comprised the
Department of Administrative Services (Chair), the
Attorney-General's Department, the Public Service Board,
the Department of Business and Consumer Affairs and
Finance.

9. The IDC's progress was both slow and inconclusive,
due, largely, to the difficulty of identifying solutions
that would be potentially acceptable and applicable across
the range of Commonwealth departments. (For example, the
idea of employing commercial debt collection agencies was
seen as running up against the secrecy provisions of the
Social Serviceés and Income Tax Acts, as would the creation
of a central Commonwealth Bureau. Moreover, the private
agencies would have been limited to a debtor locating role
because only the Deputy Crown Solicitors had been
empowered under the Judiciary Act (s.6l) to litigate in
the name of the Commonwealthj.

10.. In October 1980, the Committee accepted a Department

of Finance suggestion that it (Finance) conduct an
enquiry, with much wider terms of reference than the IDC
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4.

and across a broad base of departments, into the problems
of debtor location and debt recovery. The survey was
commenced in December 1980. A copy of the questionnaire
and covering memorandum to departments is shown as
Attachment 9 to this submission. The final paragraph of
the covering memorandum advised departments to continue,
in the meantime, to use their own discretion and
initiative in relation to debtor location.

11, The last of the replies was received in August 1981.
A summary of departments' responses is shown as. Attachment

10. It was necessary to seek further clarificatIon €rom

the Crown Solicitor’'s Office on the question of the amount
of a debt that might be regarded as uneconomical to
recover and, therefore, in a practical sense,
irrecoverable. This was received in January 1982.

12. A uniform procedural and policy approach to debtor
management was pursued through an attempt to draw together

the differing views expressed by departments in response
to the survey.

13. Upon analysis, it became clear that, the widely
differing circumstances of departments in relation to
matters of debtor location and debt collection did not
lend themselves to the uniformity approach. It was
concluded that if each department, through its Permanent
Head, were to assume responsibility for manmaging its own
affairs, it would be appropriate and practicable for the
department to tailor its resources and methodology to its
debtor management requirements.

4. On the basis of this conclusion - which is consistent
with the thrust of section 2AB of the Audit Act 1901
(dealing with the responsibilities of Permanent Heads) - a
new Finance Direction, together with relevant Guidelines,
was approved in June 1983 that was intended to draw
attention of departments to Permanent Heads'
responsibilities for the issue of ongoing suitable
instructions to officers regarding debt collection and
debtor location. A copy of the Direction and Guidelines
was conveyed to the Auditor-~General's Office on 24 June
1983.
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SUBSEQUENT ACTION

15, Before promulgation of the relevant Direction and
Guidelines, it was suggested to Finance orally by the
Auditor-General's Office that the Direction'’s use of the
term "debts" in a generic sense should be explained - ie,
to include "amounts of revenue", "debts" and .
"overpayments" so as to reflect the delineation made in
sub-section 70C(1) of the Audit Act 1901. While, at first
sight, the suggestion seemed reasonable, clqser
examination suggested the likelihood of s%glficagt
underlying legal reasons,section 70C distinguishing these
various categories of indebtedness that would need to be
taken into account in advising departments. 'Advzce was
accordingly sought from the Attorney-General's
Department. The Finance request and the
Attorney-General's Department’'s reply are shown as
Attachment 11.

16. In the light of the legal adyige, ghe Direction was
re~-approved with appropriate'modlfchtlons and has been
promulgated under cover of Finance Circular 1983/26, a
copy of which is shown as Attachment 12.

CONCLUSION

. In retrospect it is difficult to avoid the conclusion
t;at 2he protsacted examination of debtor management P
issues undertaken in recent years @ave been the result.o
unrealistic expectations that a unique and unlfgrm policy
and procedural appreach was a p:actxcablg so;utzon. An
inherent barrier to a uniform approach lies in the vast
range of circumstances in which Commonwealth debts are
created. However, the need to analyse debtor situatlonﬁ
for the purpose of the 1980~81 survey was undoubtedly the
critical factor in departments having to examine :
critically their respective debt management resources an
techniques and in Finance crltlgally examining the
uniformity question and abandoning it.in favour of g'f_ O
"general framework" approach as embodied in the (modifie
Finance Directions and Guidelines thereto, and in
guidelines issued in pursuance of delegations of the
Minister for Finance for 70C of the Audit Act (see
Attachments 1 to 8 and 12).
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18, The Department of Finance believes that the Philosophy
underlying the enactment of section 2AB of the Audit Act
in 1979 (devolving upon Permanent Heads, responsibility for
the financial management of their departments) is both
appropriate for and extends to,. responsibility for debtor
management. Further or more specific involvement or

Department of Finance
December 1983

DEPARTMENY OF FINANCE

Attachments 1 to 12
Public Accounts file

may be found on
1983/8, Part B.
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EXTRACT FROM

DEPARTMENT OF SOCIAL SECURITY

UNEMPLOYMENT AND SPECIAL BENEFITS MANUAL

Investigation of facts and evidence-

Proof of Identity

252

2.352

2.353

CHAPTER 2

U+SB MANUAL -~ ELIGIBILITY -~ UNEMPLOYMENT BENEFIT -

The claimant (and spouse as appropriate) should be
asked to sign the form at the end of the interview,
and after the form has been read to or by them. The
form should also be signed by the interviewing
officer in the presence of the claimant.

Evidence is. not normally taken on oath but
interviewing officers may take sworn evidence in a
particular case if there is good reason for doing so.
This procedure would be exceptional.

PROOF OF IDENTITY

General

2,400

2,401

The identity of each claimant needs to be
established. Wherever possible the claimant's
identity should be based on documents he or she
provides. The claimant is responsible for giving the
department enough information to enable identity to be
confirmed.

For people born in Australia this is done by
collecting information about the person's name at
birth and date of birth. For people born outside
Australia information is to be collected about the
person's name on arrival in Australia and the date of
arrival.,

PLUS (in both the above cases)

evidence of the current name used in daily living by
the claimant over a period of time;

AND

information about any other names that have been
used, including legal name, previous married name,
de facto name or aliases.

Documents offered should usually come from at least
THREE different sources, Two or more documents
from the same source are regarded as a single
document. Documents may show the full name, current
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address, occupation and signature of the claimant.
along with other relevant facts. In particular, the
documents. taken together should show that the person
has been known in the community under the name on the
application, for twelve months or more.

The information and signature on each: document must be
consistent with the claim form, the proof of ideatity
form and the other documents offered. The range of
information collected should put the identity of the
claimant beyond reasonable doubt. All information
offered by the claimant should be accepted. Where the
information offered is inadequate for proof of
identity purposes, further documents or information
should be requested. This further information may be
requested regardless of the number of documents
initially offered by the claimant.

INVESTIGATION OF FACTS AND EVIDENCE
PROOF OF IDENTITY

'Sound'

2.405

Documents

Identity may also be established where only two
documents are provided by the claimant, if the
determining officer is satisfied that .at least

one of the documents is a 'sound' document and that
seeking a third document would unnecessarily waste
resources and time. Documents designated as ‘sound'
are:

o a passport or refugee document;

. an original Australian birth certificate or
an extract issued at least five years
previously. Note: Overseas birth certificates
are NOT regarded as sound documents;

. a marriage certificate, if the identity of
ther marriage: partner has ‘heen
established as outlined at 2.400;

. an official legal document proving that the

claimant has been involved in formal legal
action or is bound by formal legal contract
under the name of application;

. naturalisation or citizenship certificates;
and apprenticeship indenture papers.
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2.406

A Department of Social Security record showing
association over 12 months or more is regarded as
‘sound’' for proof of identity purposes if the
claimant's identity was established on a previous
claim and the claimant can show he or she is the
same person as the original claimant.

Appropriate original docunients tendered by a claimant
should be photocopied. See Instructions 1.450-1.458.

INVESTIGATION OF FACTS AND EVIDENCE
PROOF OF IDENTITY
References

2.410

A reference or references may be used if documentary
evidence is not available or is insufficient. The
authenticity of all references is to be verified by,
for example, contacting the organisation or referee
concerned. References should be in the following
format:

. written reference from an established organisation;
- written reference from a prominent citizen; and
. verbal reference from a prominent citizen.

Written references from an established organisation
should be traceable in Australia. They should be on
letterhead showing the name, address and telephone
number of the organisation. The name of the referee and
his or her position in the organisation must be
clear, The reference should include the full name of
the claimant, the current address of the claimant (if
known)., the period of time the referee has known the
claimant, the basis of the relationship (e.g welfare
worker and client), the signature of the claimant
(witnessed by the referee) and the referee's signature
and date.

Written references from prominent citizens are onily
to be accepted if the referee is on the Commonwealth
Electoral Roll and he or she is recognised as a
responsible member of the community. The reference
must contain all of the information outlined above

-together with the full name of the referee (legible)

and the telephone number and/or address or means of

contacting the referee.

Verbal references from prominent citizens are only to

‘be used in difficult cases and require approval of the

Officer in ‘Charge (0IC). Circumstances where verbal
references may be used include remote area situations
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or where a prominent citizen is unable to provide a
written reference e.dg. an aboriginal community leader
in a remote area. Information collected should include
the claimant’'s full name, address, the period of time
the claimant has been known to the referee and the
nature of their relationship. The referee's full name
and address should be recorded as well as the name,
signature and position of the recording officer.

Verbal references must be followed up with a check with
the Registrar of Births, Deaths and Marriages or where
applicable the Department of Immigration and Ethnic
Affairs.

INVESTIGATION OF FACTS AND EVIDENCE
PROOF OF IDENTITY
Aboriginals

2.415

To establish the identity of Aboriginals who are unable
to provide any other acceptable form of identification,
a reference should be obtained from a member of the
National Aboriginal Conference, an established
Aboriginal organisation or an Aboriginal Liaison
Officer. The basis of the identification should be
that the claimant is recognised under the name on the
application and as a member of an Aboriginal community
or network.

Note: Aboriginal includes a Torres Strait
Islander and the official definition of such
a person is:

'An Aboriginal or Torres Strait Islander is a
person of Aboriginal or Torres Strait
Islander descent who identifies as an
BAboriginal or Torres Strait Islander and is
accepted as such by the community in which he
or she lives'.

INVESTIGATION OF FACTS AND EVIDENCE
PROOF OF IDENTITY

Migrants

2.420

2,421

Documents tendered in languades other than English
should be referred to the Department's translation
unit (refer Migrant Services) and a written translation
requested. This translation should be placed on file.
The original document should be photocopied and filed
as indicated in Instructions 1.451-1.453.

In the case of claimants in whose own culture
different naming conventions apply {(e.g. surname
normally given first, wife retains maiden name ete),
special care should be taken to clarify any
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2,422

inconsistencies between entry documents to Australia
and other documents tendered. Reference may be made to
the departmental booklet 'Naming Systems of Ethnic
Groups'. Any name variations or inconsistencies should
be checked against current departmental records.

In cases where the claimant has little or no English,
where claimant's English is poor or where use of an
interpreter is requested by the claimant, the use of a
qualified interpreter at interviews is essential to the
proper establishment of identity.

INVESTIGATION OF FACTS AND EVIDENCE
PROOF OF IDENTITY
Spouse or De Facto Spouse

2.425

For 'proof of identity' purposes a dependent spouse
or dependent de facto spouse is in exactly the same
position as the claimant., That is, the dependant is
required to attend the pre-grant interview (see
Instructions 2.300-2.304, 2.320) and provide
information to enable identity to be confirmed.

Where there are reasonable grounds for non-attendance
at pre-grant interview e.g, spouse is in hospital or
remote area problems exist, then the married rate may
be paid subject to review within two pays.

Where the identity of the claimant is established but
the identity of the spouse or de facto spouse is not,
payment should be made at the single rate and
reviewed within two pays. However, if there are
dependent children living with the couple for whom
family allowance is paid, payment should be made at
the married rate and reviewed within two pays. If
this is the case the claimant is to be advised that
payment will be made at the married rate for two pays
to enable the identity of the spouse to be confirmed.

In any case, if the identity of the spouse or

de facto spouse is not established within two pays, a
review of both the claimant and dependant is required.
If following this review the identity of the spouse or
de facto spouse is not. established payment is to be
made at the single rate with additional benefit for the
children, if any.
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INVESTIGATION OF FACTS AND EVIDENCE
PROOF OF IDENTITY
Identity Not Thoroughly Established -~ Two Pay System

2.430

2.431

Cases will arise where the determining officer is not
satisfied that the claimant's identity has been
thoroughly established. Where the claimant borders on
satisfying the proof of identity (POI) criteria the
determining officer may authorise payment of pension
or benefit for TWO PAYS, and initiate action to confirm
identity during that period. This discretion should be
exercised rarely. The determining officer should be
satisfied that information to establish proof of
identity will be available within the 'two -pay"'
period.” The claimant is to be advised that if
proof of identity is not established during this period
then payment may be suspended or cancelled. If at the
end of that period the claimant's identity is still in
doubt, the determining officer must refer the case to
the OIC with a recommendation to:

- give the claimant the benefit of the doubt
and continue payment. (See Instruction
2.433);

. suspend payment and seek further information;
or

. reject the claim and cancel payment.

If the determining officer is not satisfied that
identity has been adequately established (whether or
not documents from three different 'sources have been
offered), confirming information is to be
obtained. This information may be sought from:

. existing departmental records;

. the Registrar of Births, Deaths and Marriages;

. the Department of Immigration and Ethnic Affairs;
. ‘previous employers;

. medical reports or other information associated
with the claim;

. school or education records;
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2.432

2,433

. family allowance check:

- to confirm that family allowance is paid to
or for the claimant; and

- to confirm that the claimant is a member of a
family group; and

. the Electoral Roll.

If the determining officer is not satisfied as to the
identity of the claimant and concludes. that further
investigation will still leave doubts about the
validity of the claimant's identity, he or she may
recommend to the OIC that the claim be rejected. The
0IC may approve the rejection of the claim if satisfied
that:

a. the reason for the inadequate identification is NOT
caused by disability or genuine incapacity to
provide adequate information (e.g. retardation or
alcoholism);

b. the reason for doubt is NOT based on facts about
which the claimant is ignorant (e.g. name of
parents, adoption or other facts concealed from
the claimant by the family); and

c. the department is justified in concluding on the
basis of available information that the claimant is
not who he or she claims to be.

Where a claim is rejected the reasons for the
decision are to be documented on file and the claimant
is to be notified of the decision and of the right of
appeal.

If the determining officer or OIC believes that the
claimant is genuine despite insufficient information,
the claimant should be re-interviewed by a different
senior officer (Clerk Class 5 or above). The purpose
of the interview is to seek more information and to
find our whether the facts obtained at both
interviews are consistent. If the OIC is satisfied that
all channels of information have been explored and, if
the facts obtained in both interviews are consistent,
the OIC may authorise that the claimant be given the
benefit of the doubt.
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INVESTIGATION OF FACTS AND EVIDENCE
PROOF OF IDENTITY
Inter or Intra State Transfers

2,435

In the case of inter or intra strate transfers identity
of an existing or recent client will need to be
confirmed. For identification purposes, a recent client
may be treated the same as an existing client so long
as a file exists.

To confirm identity, an existing client should be
asked to complete a ‘'proof of identity' (POI) form
(85205} . The information given on this form should then
be compared with the information provided on the
first POI form. If the information on both is the
same the identification of the client may be
accepted. The information may be relayed between
offices by telephone where appropriate.

where the client has not previously completed a POL
form he should be asked to complete one and the
information contained thereon is to be compared
with his previous' file papers. Providing the
determining officer is satisfied, then POI may be
accepted as having been established.

Identification can also be established where
appropriate by a client who can verbally confirm
information recorded on microfiche and give some
documentary evidence (such as a driver's licence) which
confirms the address, signature or other relevant
details. However if there are any grounds for doubt,
the client should be asked to complete a new POI form,
which is to be compared with the first form.

If it is convenient for the claimant or the department

or where previous file papers cannot be obtained, the
client's identity should be re-established as outlined
in Instructions 2.400-2.401.
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APPENDIX D

DEPARTMENT OF SOCIAL SECURITY

SELECTED STATISTICS ON OVERPAYMENTS OF
BENEFITS, PENSIONS AND ALLOWANCES

Overpayments by type of benefit
1980-81 to 1983-84;

Overpayments - State comparison
1980-81 to 1983-84;

Summary of overpayments
1976-77 to. 1983-84; and

Overpayments raised comapred with
expenditure on pensions, benefits
and allowances

1977-78 to 1983-84



1870867 103 pazypuny I2URTOY BUTSOTO e

fuewsef, Ur Io0112 03 anp souereq T9/L/1 puc asuegenq T8/9/0€ uodMjaq 29ud13331q

6UTpUNO2 03 3np anooo §31ouedoasstp awoy  :qion

ZE0°0G 688'T 0oL'2 056'5 086€Y t09'21 G9c'Le 6E5%6Z Ie9f Gupanp pasfex sonquny g
56750 5L 208°1T Lee'y 1204 20T's 800°0T 662781 ZOET dung- 0F 3@ soses
uorIeITUIT Jo Foguny {(q
zEL b 1] vos 6L9‘e voviE S6T°8 90€’ 1T 629°LT 2861 2unp 0f e sasea
pUN3ax yses Jo oquan (o £
6YS'65’ST  CELPOE  €VI'ZBO'T 6IT’B0B'T €eS'T29'z 965'692°€ 6ZL’B9B'S  960'SZH0T Z86T sung of e sobes
UoFIRITUTT Jo aduereg (q
TS6'600°6  G6E'98E  2597ECS ET0'T69°T T26°L0Z'T 6T0°02'S TT€088'9  9€9/068'TT 2961 _dunp of 3T Sases
PUNJaz yses jo @aueyeg (v 9
BOS'69¥'YS  TEL'OLL  £EL'STL'T ZET'GGP'C  bSH’606°% LT9°605'8 €Y0’'6VLIZT LEL'STE'zZ . ZBET aunp of je
ST DUTpue3sIne ooueley Tejon
m.a.nz.ﬁ B6T’S6C  0ZzZ'919 THOTITZ 6EZ'OTE'T €zT'6LL'T Tiz'oLa’y T0°195's IVIOL-9nS
[X7AL- 1] 12347 2L9's shytoz £L6's 96£°9T £16'02 9vLL i *SRjEys
330237114 O3 EuUTyIosdy M
Sjunoue ‘posteI=ay (q - %
606°580°2 $09'96 z90'cy 0¥9*66T 8L9° 08T €69°yeY [3:14 ¢ SkY‘oL9 ww<uwwmuunau_u._ uwoww cEwwmm
O g £3330ddx
SIUNCWE ay3 Uy popaToUy 3oV
ITPNY o3 Jo {T}00r u0TIeS
~qas Jopun 330~ 931iM (e ¢
SS6'€8K'0L  T6P'IET  TBT'S6E  LEL'ETZ'T €Ob/LSE’T TE'VTH'T ZEV'VSST  0Z0'LOE'E 2a/1861 m.:umc Itjauag 3o
uoIIRITQUTT Aq SOTI3M0924 ¢
BOE‘986'S  652'20  SOE'BST  6ST'LL  SHI'STS  £op'tos 6L2'¥8L°T  Z08'SLS'T furans Ze/196T
:«n:—u HO:—-N.Uu— {qsey ¢
, ) $539
€SS'TLI'EL  0F6'SOVT CTO'ZEC'T ELT'GI9'S €69'6T2°L ovL’082iTl ¥SZ'6T9'LT OSL'9L8"LT - "IIOL-UnS
LRE'SYT'BZ  p2Llres  lzsiene §69'99v'z  GLO’LZT’E €66°0TL'C EESYEC0‘L  LES‘S6H 0T 6 28/1861
UTINp pasyel s$31qag 39N g
eS.Bmm.w.. gws-w gv&.m».? mt.nz.:»m S19/Z60°V LYLULLS’L T2L'S0S'0T eY6’oBE’Ll T86T ATop T 3¢ asueteg
. $
Yageanuoume an SvL v vs Qmo 9»5 :wz syuswlediong
uosyTaedwo) a3eys Tejol < Z8/T861 Wanjoy TeSFISTIRYS Turiuuy - sjusuediang
o0E‘YE 8EE’T [12:254 Lze's 095°TT 0S0’ex 148 34 SE8°1E Ieak Buianp pasted yaquun g
sry'se 195 282’1 08L’E :113d 4 SE2'S TLE'L TLe'sT T67 aunp pg 3@ saced
uoIIRITWST jJo zaquny {q)
z€Lter 069 196 opL’e 21404 6LL'S ve’e 80T/LT 1861 3unp 0f 3T
£3500 punyaa yseo jo asquan {2} ‘g
300°10£%02 TL2’BLE 90E' NG LEL'809'T 269°¢91'2 ZYE'T99°T  Y96°0€9'v  869’ZITS _T66T dung 0f 3e
808> UoTjeIUL] JOo Ioueleg (q}
PrTl995°82 VEG'SIE  19T'B69 TPLIPES'T €26°826'T 90Y/ST6’'Y  65L'PSE'S  vTz’saz’s 1867 sunp o¢ e
S3SWD punyd1 ysed jo ssueieg (e) -
VYST/L96% 10 202045 €L¥°TIST  aLr’err’e ST9°260°% LYLILLSL 0ZL’SBS’OT  STE?08€’LT o 1867 duar gg 3¢ se
UTPUeISING JJUSTeN TVLIOL
9¥LS9Y*8T Y508 €z8'his 906°s¥T'2Z 0950602 6£9°02L°S  0L6°L8T'S TWOL IS
zr6'sy T s 065°€2 s19'z Lzs's S60°S 18/0867 EUpInp smawas 3jo-a31im ~N
o3 6ij319a21 sjunowe pastea-oy °
9327698t £50°0L £er'es 160‘012 8€59°¥sT 900'85 TP 6L £¥9'66¥ 29¥ 3PNV 243 3o (TId0L
HO§3035-qNS 13puUn S$yJO-337aM Y
€EE' L1896 6% LLT B0£'6LE ozLlLLT't IVE‘PLI'T 988°0¥E’T T9T’62L'T zTr'B0L’e 18/0861 Butanp 313ausq
3o uopieqyuyl £q s213340D3y 3
S02°'ce8’y 00T'¥S T5T*9LT S0S°VEL 190°65L 6€8°666 SEL'YBT'Z ota‘ris’t T68/086T Gutanp spunjdy uysed uw
. - i . N 158
006°ZEY’EY 6Y8'Shs 96211812 yst'enz’s sez'eat’y 259°T86°6 655'90€°9T maa.%ﬂﬁi ) .E.oa ans
EIMTI EL1 5] S €14 N TR 1 T L T T €2L7600°C  1tS'6L6't  ves'le0'L T8/0861 bUtinp pasied 531990 350 L
692'892'9c  _ 199°62% STL’60E’Y 005°y86°2 zss’eLT’E 1z1'Z00‘S $26°8L2°6 S64°686°2T 086T_£76p ¥ 3% sduereg ‘L
3 3 3 s 3 s 3 5
ILLIVIMNOWHOD A0 SVL L) s a0 ora LEY SINTHAYIYINO ‘




OVERPAYMENTS ~ ANNUAL STATISTICAL RETURN 1982/83 ~ TOTAL STATE COMPARISON

OVERPAYHENTS
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of section 50 of the Audit Act
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Recoveries by limitation of benefit
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SUB-TOTAL

2,347,610
4,570,127

2,674,416
6,313,159

3,483,452
10,363,742

7,765,232
18,609,370

7,763,014
32,955,903

TOTAL Palance gotatanding as at 30 Juns 1983

0
o
>

(s} Palence of cash refund caes at

2,553,481

9,599,202

37,207,927

619,561 464,599

5,768,815 2,063,944

16,135,325

6

30 June 1983
{b) Dalance of limitation ceses zt

9,090,169 4,594,927 3,759,678 2,545,464 1,341,576 677,818 sz

16,817,579

30 June 1983
(s} Mumber of caoh refund cases et

48,898

60,557

835
1,233

1,252 7,616 3,610 3,194 1,022

1,369

24,822

© 30 June 1983
{t} Woaber of tiaftation ceses at

7.

7,560 6,658 5,287 1,773

13,234

30 Juns 1983
Mosber reised during year

3,250 2,522 12,774

12,025

43,50

17,592 15,691

37,653

WITE; Some discrepancizs occur dus to rounding

DEPARTMENT OF SOCIAL SECURLTY

OVERPAYMENTS - ANWUAL RETURN  1983/88,

TOTAL. STATE CONPARTSON.

s vic o SR L] a8 Li} ToraL
$ $ $ $ $ $ $ 3
1. BALANCE AT 1§ JULY 1983.(a) 32935902 1889370 10363742 4313159 4570127 191437 1142417 79995854
2.KET DEBITS RATSED DURING
1983/84, th) 26242768 16192494 8572978 5638501 4745920 1553850 13B1754 63778265
SUB-TOTAL 57198670 34BBIB6A 18836720 11951660 BBLE0A7  3SL4987 2524171 139774119
LESS
3.CASH REFUNDS DURING 1983/84 3470452 3465110 1639552 1A43987 965514 37318 93553 11652086
4.RECOVERIES BY LIKITATION OF
BENEFLT DURING 1983784, TASIAAT 5543392 2049964 2167555 1807488 654022 SOB0BY 21081957
5. (a) WRITE-OFFS' UNDER SUB-
SECTION 70C(11 OF THE
ANQUNTS REPORTED FOR THE
PURPQSE OF SECTION.50 OF
THE AUDIT ACT. 7503 622433 4814S2 98847 230414 62840 76270 2524297
{bIRE-RATSED' ANOUNIS
REVERTING T0' WRITE-OFF
STATHS. 43973 95s58 B3 M0 23 27873 3867 199053
SUB-TOTAL 11719911 10086593 5030799 3712531 3107127 1118633 681779 35457393
TOTAL BALANCE OUTSTANDING
30 JUNE 1984, 47476059 24795271 13035921  B23%129 5708920 2396334 1BAZ302 104316725
4, (a) BALANCE OF CASH REFUND
CASES AT 30 JUNE 1984, (c) 23310753 11986822 7230043 3233798 2620753  B21349 792438 49995955
(bIBALANCE OF LIMITATION
CASES AT 30 JUNE 1984, 24168005 12B0B44% 6625878 5005331 3080167 1574986 1049954 54320771
7. (a)NUNBER, OF EASH REFUND
CASES-AT 30 JUNE 1984, 232 15188 5% 4885 4200 1317 1287 £5710
(bINUKBER OF LINITATION
CASES AT 30 JUNE 1984, 3995 15819 43 8965 8177 ms 1679 76491
8. NUXBER RAISED DURING YEAR. s1a19 47154 238 212 15310 5879 633 179035

NOTES: (a)Figures may vary slightly fros closing balance shuwn for (982/BY due to rounding.

(biNet figure derived froa new debits,interstate transfers in and out, re-raisings and variations.

{c)Estinates. only,

FINANCE' BRANCH'
CERTRAL QFFICE

SEPTENEER,. 1964,

265



39430 03 DAUTAOTTY ATINEE Wol3 QOLS Pa2IOTSULIY KI0F2IaL uUIdY3aon

A

103 onp sadueteq 18/L/T put Soaueteq 18/9/0T U20MIIq 9DUSIDFIIA *

¥5/0861 03 PRIIJuqns durieq Bulsolo 8,Rjuvusel U} 30133 °T
Bufpuncl 03 anp 1N930 £O1oUCdDIDVIP JWOS IION
2€0‘96 198 £86°'T 096’9 szL've ¥ShGT 5¢€0°9 ELS’E Zns'y 6£6'9 122k fiuganp posyer zoquon g
S5£°SH z81 sto’t T9¢'Y 50281 yse'y 959°S 068°€ 92’y Tee‘e z861 aunc 0€ 3¢ sased
uojCAFMRT 30 JaGUNN (Q
ZEL" WY Tee 56277 (141 6£5722 £ry’s sTL'e 8zi'z 189°1 (1124 ¢ Z06T aunp Of 3¢ SasLd
punio1 yses jo zoqumi (e ¢
6¥576S¥ST  9NTPL LST'S9T 9L6%602°7 932'6S9'9  ¥UB‘OZL  STR'LLY'S ESO'PES'Y 6T0°69¥’Z EVOFEYS'Z  2UGT aung OF At sares
uoyITITHYY Jo Idueied (q
15660062 £90°3¥T S60°€0L SIZ'Y66'T S€a'TBH'OT  680'GRL  SLZ'CLU'S #28'60F'S BY'ZRE'T LEZ'DOY'T  ZEEL . o osoq pungon
ysed 3o asuereg (v 9
B0S'69¥'¥S PIP'TZT TSE'BI0'T  TBT/POZ’S VOT'TPI*LT  €OL’SLYT Z60'TS9'0T GL8/EYE'OT POS'TITP'E 08Z'TS6'C 2861 aunr 0f Iv se
Fuppueysing doUSTER WIOL
SY0'CHO’BT QZEYTT $90°69C  9ES’S90°T BLE‘STA'9  ZOG'HEIT SEO'SKR’T 80Y’090°T TITISINT LEL'ZOM'T WI0L-8AS
. N ~
. . . N . e * sn3els 3jo
€6L98 s€ 092 019°L oTi’e9 szH'e Le8'T 081°3 1582 SL6 _oap38 03 auiﬁwa. J
sjunowe pastei-ag (g
606°S80°T  OES’L  69LY6C 6SY'9EZ  ET'LYZ'T  QLE'6ST  LST'68 665°L6 ¥29'16 ZLE'sTL :,3< Ifpry
VY3 3G 0f UOTIDVE
30 ss50d1nd ay3 103
pa33odas saunowe 3 uy
PIPATIU 32V JTpaV A4}
30 (1)20L uoy3das-qns
N opun $,3J0~-a3734 (e §
i . i . ’ N . . TeT? . . a 7 * * ’ ol - i
SS6/CBR’OT ¥SE'9Y  TIP¥ZZ  ¥EO’SOO’T E€99°L0ME  66L°TT8  TET'BEE'T 6TT'CET'T 9VG68I'T LEB 90T Ao guganp qyjaunq 30
R . UOTARITWT £Q SITIIA0IDY ¥
0OE‘996°S  600'6S  €ZT¥OT EX'ITD aL9'Lo’z  86z'0zs 05L*55€ 0T5’€9S YEO'THE ESL6L0° T B 28/861T
Hujanp spunjay used €
£S5
€SS/ZUI'EL ZYL'OCE STP'LEM'T LILY69T°L UL6°996°CZ S0870L6°7 LIT'96F’TT LOZ'¥OT'TY $99°9L0°9 LT0'¥SE’S VIOL-90S
L98'SYI'9Z 9ST'DIL OL6'T6s  052'2L0'Z ESL'BEM'6  DSL'899'T 6S6°T96Y BES'LLO’Y SSLY9LE'T 8LI'LLE'T z8/T061 Bupang
” i posyea S31q98 190 T
99T/L96'VY 9BS'OLT Se¥’She  6SPILGE’F STZ'EINYT SSG'TOE'T BOTYES’L 6YA'9TU'S OTG'ECT’¥Y 6GEL'9LG'E  YBST ATnp ¥ 3w doueyeg v
$ $ Suog $ $ s $ s $ s o
Teion a0 1iooas as an va 938 smopIM  prTeAup aby sAusukedisro
UCTIRPYTOSUOD YITRANUOWEOD ~ 28/T86T UINJSY TROTISIIRIS TeUUY < s3UduXEdIanD
VJUTMOTTT €L 3O 190dgaa uY PID UT UorIoTaAp Aq podsnlpy (D)
*s3udiAcd13A0 JOQ PUT YOI 3O 320dSDA Ul UWATOD ,UANIO, O3 ULNTOD I, WOII ‘Y M PuUT ‘M S°N uy aogsueax Aq po3snfpy {2}
{19/0861 ssueieg bugizeas pue 0g/6L6t adueiey 18308 U9aA39q S2TOURddIDSTR dwos *.") IVTIOP 3523eU 0} papunos sjuncwy (1) :3L00
00E7F6 13 VEV'C voL'g 7097 0E 19570¢C [AEM7 660°€ €375 SEC’8 TeSKHUTING posred Foqwnn f
ovvac €Ly 256 Tes'e 069°€T 16487 oTT'Y 889°c 802’y veL'c 1267 aune of 3T Sosw
uoTIeIFWIT jo dqune («}
3204 €6€ 122403 1ev's oLs'ez 6L0°S £55'C [:1424 2rs'T [x725 ¢ 1861 atnp og 22 sasnd
punzal yseds jo adquny (v} </
600°T0€0Z §Lr'0s ereeze 62L'U08°T T50°928'v PEL'TOS  bTS’SC6'C ¥9L'L8B'E SZVSEE’T £90'ZLG'T  TAST ounr g¢ 3P SITED
. uoyjexmil Jo ooneteg (q)
tv1°999°v2 F1Tg21 VYLILTS TEL'Z6S'T 29T'2V9’6 OTL’OVL  2SS'B6S'C SL6'BLZ'VP  PBY'VOB’T TL9'v0p’T 18671 ounr of 2 sosed
piingay ysea jo onueien (c) -¢
FST LI6 Py 08Z‘9LT TBY’'SHR  TOY’L6T'F E€TT'O9V'VT PPT‘ZOE’T BLT'VES’L OPL’9ZT'8 OT6'6ET'Y 6EL'OL6'E " 1ma1 sung pg e se
Buypueysing asurted ‘JALOL
9L S9b 0T L9S°9TT TS9'C6E  LTV'TOZ'Z OEE’L2S‘D 9T0'LEL'T ¥BY’OTE’Y €5L°L59’T L0G'6V9’T £TV'T98°T : oL ans
- Vo70R6T
GuyInp snze3s Jjo-mivan o
802°568°T 86z’'s  96z'te oeLtzee §28'CRT'T TLL*'SOT  L¥8'¥S 6TZ'ce ése'ts 6¢9°L6 03 Hu330an3 Z3uUncUR o
pa5TR1-92 pue 3Dy 1PV ~
243 3o (1)100L uoy300s
~qNg J1apun S$3IJO-a313IM °G
€EC'L89’6 €ZL'YS T9T'BOT  CLE'TIB6  ZPT’LOO'E 96T'€96  682'¥86  96%'LS0’'T EVO’ZET’T OTL'L62’T T9/08616 Suyiap 1ijauaq jo
uorjeyTwyy Aq S3YI0A0I ¢
$02°c8a°9 9VS'ES  PET VST VeL'986  TLE'96E'T 6V0‘G09  BYL'TLZ  9E0'LIS  L0S‘6TV  B820’99%°1 1a/0061
Butinp spunyoy ysed g
006'TER’ L9 SS8°26z ZET'6EZ’T 8L07965'0 155/S66/0Z 09T’6E0’E T98°vSB'8 €6V bBL'S LIS'68L'S 2ST'BER’D ‘IVIOL NS
1€9°¥91°L2 89Y'ELT PIT'BYY  BPO’TOS'T 6L878T2'@ LIV/SBL'T YSL’LBS’'E 1957€Z0’V E£S0’SSB'Z L8T'TZV'E 18/0861
buranp pastel $Iyq3q 3AM ‘¢
692°89279¢ :ann.mﬁ 890°065 080°60°Y  ZL9'9LL'TT n&. €527 80T*L92’S TE6'09L’S VIL'PEG'Z $96°9Th'E 0667 ATnp T 3@ douefeq *
5 B 5 3 % 3 5 5 3 - i
(L1aangg L.
nI6L WIJTIS  4gS an v ads SHOAIM  QIIVANI v SINBWAYIUING

YIHLO

05 — 1870061 NUNLa TUDTISTVES TUNNRY = SINGHAVATanc



ANNUAL RETURN YOR FIRANCIAL YEAR 1982-83

OVERPAYMENTS -~

DEPARTAENT OF SOCIN. SECURITY
s TI(E) 38 B s)(sls s e g
8 -~ [EE|x| 58 £ Blyglglg §¢¢ & OVERPAYNENTS - AWNUAL RETURX 1983/84.

REfE @ ° FiE|8 &

5 s812) BE R fl3l8ls 3 s e B AGE  INALID WIDONS SUPPIRT FANILY UNENPLOY SICKNESS SPECIAL OTHER  YOTAL

£ " @Ri|gl & £ EIRIR B PENSION PENSION PENSION MRS AL ICHEFT SOETT BENEF 1T

S B ] S SIRI?|R € e 9

=g s &8 3 aiRIaIR =2 B R 8

BE « g5l d] 5F o “1af g - 5 d

5E BRIE| PR FIRIE S 1.BALANCE AT 1 JULY 1963, (a) ASBEL6D SVSIOST 1AS26033 LSTAY0R 1SESESL 74396760 GOMOSES 109714 ISMTA 75995654
‘ 2.KET DEBITS RALSED. DURIMG

- alela 620808 63776265
fe . ks §| B8 & gl¥[glf g s & 1983784, (6) 170595 TGK3990 7632937 11509726 209705k 201475 SHSEAD 948955 62060
& 22| 3| 2= % slg|e|F 3 % & &

* GHE P 5335 SUB-TTAL B752757 9415027 2215098 Z76BACSA J4b08E7 IA1A235 12636385 2NTBESY 1173362 139774119
ssls) 88 £ s|elgls 2 & e af LEss ‘

5"’ e 3% HENEERER 3.CASH RERFUNDS DURING I983/B4 1908029 SHOSEY 1071237 76022 564470 SOS0698' LAGSW0 166790 201361 (1652086

Bf CLE|E| 88 4 FlE|R|g g e 4.RECIVERIES BY LINLTATIN 0F

A M R £ BENEFLT DURING (RGS/6F,  [WAIS0 ISVSNZ L7SSISL ONIODN L0N0MAb 526685 20AB002 ADSNSY  2US11 200B495V

- - 2 5. LaMMRITE-DFFS: UNDER SUB-
gy . R2R|Z| %8 0§ g|s)8(2 s B8 g s SECTION 70C41) OF THE
I UREIERE F T|EI[§ £ << 3 AUDIT AET TNELUDED IN THE

kel [ AR R H ANOUNTS REPORTED FOR THE

pols| : -z ‘ PURPOSE OF SECTION. 50 OF .
gee BEIE) BR 5 g(gfgiz e g% 5 = THE AUDIT ALT. 137765 (26179 BBEY 202 ISO2VB MGTSI) 2eSIS 62067 1289 292¢
£l H I L AR Ve
28 JRI= 3 B f5le & FVERTIN .

ol I B el £ St U8 B SU2 0S5 000 ISME 2 2697 B2 19908%
2g S¥18) 2R R R(g(5En s : ; SUB-TOTAL 1307 2050675 2920450 40IRE20 IBLASON 1179EB) ITN0SL  SISLSY  ASHIES IGASTINS
g "Rl 8¢ & ClElg|lgE | 3
=& 5 3 2 MR [ TOTAL BALANCE OUTSTAKDINS ——

| g ' 30 JUNE 1984, SI39650 TSSAISH 19237504 23065604 1846093 ISZINLSH BAGISZ 1BAILE TSV
gz HR)3) 88 B gi5/8lg ez e | i !

EF) ceial €8 & “TE|18|g € - < | & 6. (2)BALBNCE OF CASH REFUND
BR T RERIg| sE s 15188 2 CASES AT 30 JUNE. 1984, (c) 1712327 2756881 91475 11135726 946613 IBAGL265 A26N376 1170396 A2ST76 49995953

N A ; {b)BALBNCE GF LINITATION
x [RE(8] 5% ¢ Bfg|lelz s eegl d CASES'AY 30 JONE 1984, 3627325 507473 10082637 12730390 929280 IGTZI0AD ASONTSE 67020 MISEZ3 SAROITL
88 - 3318 3¢ & IlE[EIE R ERE 7, GINIMBER.UF CASR, REFURD ‘
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8 RE[e] 82 ¥ HEER ; CASES AT 30 JUNE 1984, 1958 1928 3439 A5 5029 3M26 G404
Sa| sl Fn R \
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UEPARTHENT OF SOCIAL SECURsTY

SUMMARY OF QVERPAYNENTS - 1976/77 Y0 (983/88.

OVERPAYHENTS 186177 1977178 1978/7%  1979/80 1980/Bt  1981/82

1962/83'

1983784

L.Balance at { July

9984637 14056595 21360419 28516042 36268269 44967160 54469494 75995854

2.Plus febits Raised 12690383 19807125 20764039 23003189 2084631 2BM4S387 46772438 63778265

Sub-total

27875020 336II20 A2U2ATB 52420031 AINI00 73132553 101241932 139774419

LESS
3.Cash refunds
4.Recoveries ¢ros
benefit
Sulrite-oft
6,40 Conversion
Adjustaent - -
T.Transter of
balance - - - 097 - - -
B.Re-raisings
reverting to W/
status - - - - 43942 86793

3803110 5101966 5101890  651B304  6883205. S98638B

4116909
8847

S724212
1677080

7044899
25572

8119536

1407996 1849265 2085907

3454 - - - -

137342

8182914 11652086

9487333 10483935 14583717 21081957
342103

2524297

199033

Sub-total

8765966 12303296 13604615 16148033 18485746 18043045 25248076 35457393

Total batance out-
standing as at
30 June

(4108054 21360424 28314843 36271998 44967154 54459508 73995856 104316726

9. (3)Balance of cash
refund cases - -
(b)Batance of
lisitation case - -
10, (a}Nusber of cash

refund cases 4480 L8973 SeaBb 48370 3733 41752

48898
(bipusber of

lisitation cases 7876 30I94  IBM4B 45355 60557
.Average value of
cutstanding
overpayaents $259 $30¢ $359 $462 4547 $605 $594
12.Recavery rate sy pv:4 piil 8L 263 i1 b4}
13.0verpaysents

recovered cospared
with overpayaents
raised [} Fiid 14 [$H] 1341 M (313

18903011 21003476  24Bb614 29009960 3718B5A5

A995955

9641832 14768522 20301008 25459308 38827211 54320771

85710

76491

$734
i)

s

WOTE: Itea 91a) - estimates only - may vary slightly éroa previously published figures
Itess 101a) and 10{b) have besn analgated for 976777 and 1377/78.

FINANCE DRANCH
CENTRM. OFFICE

SEPTENBER, 1984, 270
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DEPARTNENT OF SOCIAL SECURITY

GUERPAYHENTS RAISED

COMPARED NLTH EXPENOLTURE

ON PENSIONS AND'BEMEFITS MND ALLOWANCES - 1977/78 T0 1983784

YEAR 197178 1978/19 1979/80
OVERPAY~ EXPENDIT- PEACENT- OVERPAY- EXPEDIT- PERCENT- OVERPAY- EIPENDIT- PERCENT-
TPE HENT,  URE AGE OVER- MENT.  URE AGE OVER- MEKT,  URE QBE QUER-
$°000 $'000 PRYNENT 47000 $°000 PAYNENT  $°000 47000 PAYHENT
T0 EXPER- 10 EXPEN- 10 EXPEN-
DITURE 2 DITURE & DITURE %
dge Pensions 1713 2933897 0.05 2049 3229013 0.06 3548 3508755 0.10
fovalid Pensions 1079 S963715 0.18 1368 690357 0.20 2020 796387 0.27
Nidows’ Pensions 1838 439497 0.42 1923 499349 0.39 2595 541393 0.4
Supporting Parents'
Be:‘:fit 1702 192825 0.88 1847 226680 0.81 77 2595%6 0.84
Unesployaent,
Sickness and’
Special Benefits 12065 942392 1.28 11939 1060935 113 11209 1104758 1.01
Fanily Allowances 1348 1043586 0.13 1565 996977 .16 2165 1079353 .20
TOTAL 19768 4170572 0.32 20691 6702941 0.3¢ 23815 7310222 0,33
YEAR 1980781 1981782 1982/83
fge Pensicns 32 393979 0.09 2377 4506946 0,08 3695 4867554 0.08
fovalid Pensions 2855 080795 0.32 1937 %S 0.20 3220 1086350 0.30
Nidows' Pensions 4024 6MTR2 0.83 4078 717386 0.57 6565 738086 0,87
Supporting Parents
Bn::fit : 3588 H2399 0.87 4962 b0SERY 0.82 8524 727735 117
Unesgloysent,
Sickness and.
Special Benefits 1368 1240213 0.92 12963 1523503 L85 22459 2608923 0.87
Fanily Allowances 1785 930413 0.9 1669 1041761 0.16 1859 1373709 0.13
TOTAL. 200M 8061408 0.34 27986 9372585 0,30 46522 11404357 08
YEAR 1983/84

fge Pensions
Invalid Pensions
Widows' Pensions
Supporting Parents
Benefit
Unenploysent,
Sickness and
Special. Benefits
Fasily Allowances

TOTAL

472 S3US 0,08
3gee 1252650 0.31
7635 829531 0,92

14510 889493 1.2¢

33662 3340978 1,01
2097 1508318 0.14

42958 13132737 0.48

FINNCE BRANCH
CENTRAL OFFICE

SEPTEMBER, 1984,
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