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DUTIES OF THE COMMITTEE

Sectiol .
follr.vwgg8 (1) of the Public Accounts Committee Act 1951 reads as

g;xgjlect to sub-section (2), the duties of the Committee

(a) to examine the accounts of th
: e receipts and
expenditure of the Commonwealth includfng tlf:e
f\ég?zgiaé sfategents transmitted to the
—General under sub-secti
of the Audit Act 1901; on (4) of section 50

(aa) to examine the financial affairs of
authorit
§he Commonwealth to which this Act applies igg gg
ntergovernmental bodies to which this Act applies;

(ab) to examine a1l reports of the
. I Auditor-General
(including reports of the results of efficizncy

audits) copies of which have been laid before the -

Houses of the Parliament;

(b) to report to both Houses of th i i
! € Parliament ]
such comment as it thinks fit, any items or m’at::’;rg
in those accounts, statements and reports, or any
gi;;ﬂts:tanies fcox::gected with them, to which the
ee is o e opinion that the att i
the Parliament should be directed; eneion of

(c) to report to both Houses of the i
A Parliament
:lteration which the Committee thinks desirablea:?ﬁ
khe form of the puplic accounts or in the method of
keeping them, or in the mode of receipt, control,
1ssue or payment of public moneys; and

(d) to inquire into any question i i
T n connexion with th
ggg;;c oafcczgntspwhliich is referred to it by eithe?
e Parliament, and to
House upon that question, ! FEPOrt to that

and include such other duties as are assigned to the

Committee by Joint Standing Ord
Houses of the Parliament. g ere approved by both

(iv)

PREFACE

Each year the Committee examines recently published reports of
the Auditor-General, Following the tabling of the Reports of the
Avditor~General for the year ended 30 June 1984 and September
1984, the Committee sought written submissions from 12
Departments in respect of the 20 items listed in Appendix A.

The Committee decided to take evidence at public hearings in
Parliament House, Canberra, on the following items:

. Department of Administrative Services
- Property Directorate; and

. Department of Territories and Local Government
- Financial Statements Outstanding
- Industrial Wages Payroll System.

The hearings were held on 15 and 22 May 1985 and details are
listed in Appendix C.

supplementary submissions were sought from the following
Departments:

Department of Education and Youth Affairs

) - Central Administration of Student Assistance
Programs
. Department of Housing and Construction
- General Works Division, ACT
. Department of Industry and Commerce
- Diesel Fuel Rebate Scheme
- Coal Excise Duty

. Department of Social Security
- Invalid Pensions

. Department of Veterans' Affairs
- Pension Overpayments and Other Debtors

A copy of all submissions received is included at Appendix B.

This Report comments upon the responses of these and other
pepartments which were required by the Public Accounts Committee
to provide explanations of the criticisms raised by the
nuditor-General in his Reports.

Following its examination of information supplied by the
pepartment of Administrative Services and Local Government, the

Committee decided to examine further (outside the context of this
Report) the wider issue of management of the Commonwealth's

property holdings.

(v)



The Auditor-General once a i
\ - gain was critical
practices in a number of departments. T;g
Egéggg;::d' i logg standing interest in the
internal audit arrangements in the public
reported to the Parliament on this issue in Pits 18§§§t(}<re(po:2?

Internal Audit i i 3 : s
Paper. in the Australian Public Service - A Discussion

internal audit
Committee has
development of

g;nii:egiziigngi Eg;m?itters raised in this Report was undertaken
by e A's cammal MP.l ee - Sub-Committee 'B' which was chaired

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

26 September 1985
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CHAPTER 1
DEPARTMENT OF ADMINISTRATIVE SERVICES
PROPERTY DIRECTORATE-PROPERTY MANAGEMENT INFORMATION SYSTEMS

Auditor-General's Report

1.1 The Property Directorate of the Department of
Administrative Services (DAS) is responsible for the acquisition,
leasing, management and disposal of land and the provision of
accommodation for Commonwealth Government purposes in Australia
and overseas. The Commonwealth owns and Jleases approximately
23 000 properties. Properties owned by the Commonwealth were
valued by the Department in 1982 at $5 500 million.

1.2 A Report on an efficiency audit .of the Department's
Australian Property Function, which was tabled in Parliament in
April 19801, concluded that DAS could not completely ana
accurately describe the Commonwealth's property holdings. “he
absence of an adegquate management information system hindered
full and effective discharge of the property planning and
rationalisation functions.

1.3 A Departmental feasibility study, which was completed
in 1978 and accepted by management, proposed systems to satisty
the Property Division's operational and planning requirements.
This study of an integrated ADP system identified a potential
benefit/cost ratio of 2.32 over the period of nine years after
the year in which the major equipment acquisition was proposea
(ie 1981-82). savings over the period 1981-82 to 1983-84 were
estimated at $7.5 million,

1.4 In 1982, the property management information system
known as PIMS, an amalgamation of three earlier systems, was
implemented as a matter of urgency because of a changeover in
computer equipment at that time. The hasty implementation of PIMS
caused further problems.

1.5 In May/June 1984, the Auditor-General conducted an
audit of the new system at the Central Office of the Property
Directorate to review developments in the introduction of an
effective property management information system.

1.6 The Auditor-General concluded that progress in
responding to the needs identified by the efficiency audit and
the ADP feasibility study had been unduly slow, The Department
still did not have an adequate property management information

1 Australia, Auditor—-General, t ditor— e o
puiet it ot :

dministrative
Australian Property Function, AGPS, Canberra, 1980,



system and the Auditor-General questioned i
: wheth

:giedpr‘ff::t}{ntgl;ncgi? d:gficiently or effectivizzlylt fgul;’ismagigg

na. ¢l had not been involved ir
development of the system, although selng. censurigiral

it was being c 1t

further dQevelopments. Inte'rnal dg ¢ Undertonan on
post-~implementation review of PIHASu. it also had not undertaken a

Conclusions

1.7 The Committee consider i i
h ] ed informatjion ded
S:ffrtmiinttggka v.u:étten submission! and at a pubffgvﬁ:eagin% tgse:
into _account the findings of th :
Representatives Standing Committee g i 3 “ones o
: on  Expenditured yh it
examined the Efficiency Audit Report B i i ination
the Committee concluded that mapo 1 oJ:lowlng i 3o merons
Dy questions continued ¢t i
unanswered concerning the effectivenes wealthi s
C X £ the Commonwealth!
management of its extensive Property h id‘o Y i .
particularly concerned that, despi Y he restion np mittee is
; Pite the creation of the
lf);gggg:ora;:s, many of the problems with the property maﬁggsgéx{:{
ion jdentified in earlier reviews and audits still exist,

1.8 For this reason, th i G
. F ' € Committee has decidged to i
:ﬁ:mgr;ggfo;sil.fle l?}fe p;ggfégy ganagein:mt outside the context e;(fm;g:
€ 1 r-General's September 1984 sk ¢
information already supplied b Mot etrat e
r 3 ¥ Y the Department of ini i
Services will be taken into account ipn the prepa?g:;g;sﬁatéxg

1 Appendix B, i vices.
F . t. i .
2 Joint Committee of Public Accounts, Minut es of Evidence,

Reports of the i — =
PP 101-145, Auditor-General ~ 1983-84 ané September 1984,

3 Ho:ge of Regresentagives Standing Committee on EXpenhditure
-3 tor- ' icie] d €po. t'

D t t inistratj
Function, AGPS, Canberra, 1981,

CHAPTER 2

DEPARTMENT OF DEFENCE

NAVY WEAPONS

2.1

An audit was conducted on aspects of target facilities,

* weapon performance recording, stores and repairs and maintenance

of weapons systems at Navy Office, Canberra and at Fleet
Headguarters, Naval Support Command and the Royal Australian Navy
Trials and Assessing Unit in Sydney.

2.2

The review indicated that:

there were problems with the availability of targets
and other supporting equipment and with the
effectiveness of certain performance-testing equipment:

- with the withdrawal from service of the a4 Skyhawk
aireraft on 30 June 1984, Navy no longer had a
realistic low level aerial target for Phalanx
(installed in HMAS SYDNEY and to be fitted in
three other guided missile frigates). Phalanx
could not, therefore, be fully tested;

- remote control surface targets were not fully
operational and, because their use was limited by
sea conditions, they could not be deployed to
Fleet units;

- no mobile anti-submarine warfare (ASW) target was
available for certain torpedo firings;

- only one £ully serviceable Jindivik aircraft was
available for firing practice and only one tow
target device for the Jindivik; and

- cine cameras used for recording and tracking
£iring runs for Seacat and gunnery performance
were inadequate, .

the supply effectiveness formula used in the weapons
area included an estimated allowance of 50 per cent for
all permanent stores items issued whereas the actual
figure was approximately 70 per cent. This understated
the measure of supply effectiveness for the weapons
equipment depot area;

there were no progressive quality assurance procedures
implemented by Navy at Garden Island Dockyard despite
recent (1980} studies revealing shortcomings in
reaching Australian design and production standards;
and



. brocedures needed to be egtablished at Garden Island
Dockyard to enable Navy to identify costs of rework due
to ipadegquate performance,

2.3 The Auditor-General sought advice on whether the 4 per
cent of maintenance work on weapons carried out by Fleet
Intermediate Maintenance Activity would be increased.

2.4 The Auditor-General wasg concerned that the shortcomings
in target facilities would have an impact on the effectiveness of
Navy to test fully the weapons systems reviewed, and suggested
that the DPepartment should ensure that sufficient target
facilities were available to meet practice and tactical
requirements and that replenishment should be timely.

Departmental Response

2.5 A detailed status report was provided on each of the
main points raised by the Auditor-General :

. a low-level height keeping target facility to test the
Phalanx system would be fully operational by mid 1986;

. 2 replacement Hydrofield Remote Controlled Surface
Target would be available for Fleet use by early 1986,
In the meantime a limiked facility would be available;

. a mobile anti-submarine warfare target prototype would
be evaluated in iate 1985, temporary substitutes had
been successfully trialled in late 1984;

. Navy had seven Jindivik target aircraft on site at
Jervis Bay in December 1984, Five of these were fully
serviceable and two in reserve for future needs. An

additional eight aircraft were delivered to Zetland in
early 1985

- there were three Mxy tow targets at Jervis Bay in
December 1984 and orders had been placed for a
further fifteen towed target devices for delivery
progressively at three month intervals commencing
in January 1985;

. contracts were let in May 1985 for new Director Aim

Cine Cameras and supporting equipment which would enter
service in mid 1987;

N changes had been tested to the Supply Effectiveness
formula and implemented in December 1984, The program
used monthly data. The Naval Supply Division intended
further study in 1985 to. determine " whether the system
could be further developed. The first accurate reports
from the revised system were available on 9 April 1985;

d Dockyard

tin rocedures at Garden Islan

‘ ::tiséagtorgly identified@ rework costs. Befo:::ed a%
rework was commenced an investigation was conducted a
a report prepared; and

e and repairs to shipborne weapons systems
:ﬁ:gggnzgcbe carrieg out on board or required Docl;}l(arg
capabilities and the balance of work betwegnG S:n
Intermediate Maintenance Activity (FIMA} an 22 en
Island Dockyard would not alter. As new weapor;s s% :nd
were introduced the role of FIMA was reviewe
adjusted as required.

LASER AIRBORNE DEPTH SOUNDERS (LADS)

tly being
S is a laser based depth sounder curren
gégeloped L?gr the Royal Australian Navy and evolved [f)rfox:nc:
research and development program conducted by the e
Research Centre at Salisbury, South Australia.

i fence Science and
" An audit of the LADS project at the De
%e.z:hnology Organisation (DSTO} and Department qf Defencee‘:stupp:;g
revealed significant problems with project managem
control:

the documentation produced under contract in
’Sﬁgge of' including assembly drawings, circuit dlaggargsé
wiring lists and part lists, could have been p:i]o u ed
progressively by DSTO with significant time anlic?n
savings. There was no formal DSTO policy ou!.: ning
documentation standards for experimental projects;

i j ising from
es in time and cost of the pro;gct ar
;gg?gﬁasexpansion of the on-site computer Eacilitg' coulég
have been defined before the Request for Tender w
igsued;

than
j nagement Plan was not available more
:wcfr;g::: :fateg letting the contract whereas co:{xtrac;
terms specified its delivery within four weeks o
acceptance; and

d created
curement procedures were slow an
gg’é‘ﬁ‘l’gﬁgt v?ft?hu supply pof a c¢ritical component only
produced overseas.

Department of Defence Support Response .

. i the Department
' tailed response to the Committee,

‘Z)f.e Defencelnsipgoert? provided further information on the matters
raised by the Auditor-General:



Phase 1, a Project Definition Study, was originally
intended to take approximately twelve months., Tenders
were called in May 1981 for the production of a
detailed design and documentation sufficient to allow
Navy to proceed to contract for an operational system,
The contract for Phase 1 was let in February 1982, This
phase was seen as largely an industry development
function and funding was approved from the industry
assistance vote. A revised completion date of February
1985 resulted from :

- delays in the contractor forming an experienced
project team;

- revised data requirements necessitating
development of the Ground Analysis Sub-System
(GASS)  (costing approximately $400 000 in an
amended contract); and

- delays in providing detailed documentation to the
contractor;

the additional costs were the result of the terms of
the contract, cost-plus, which is normal for
development projects where the full scope of the task
is not fully defined. The experimental nature of the
project was also stated to be the reason for
documentation deficiencies;

the contractor's performance had been slower than the
Department had anticipated and the late development of
a project management plan had hindered the
identification and achievement of project objectives;

the ©Department agreed that a 'quick reaction'
procurement facility was needed. The Navy now had
sufficient supplies of the particular component
mentioned by the Auditor-General and the Department was
investigating prospects for design and manufacture of a
substitute unit by local industry; and

the delivery of data packages from Phase 1 of the
contract had commenced and would be reviewed by a joint
DSTO, Navy and Defence Team. The current plan was to
proceed to contract for the production. version of LADS
in 1985-86. Production costs for Phase 2 were estimated
at $18.6 million (in January 1983 prices), A major
objective of Phase 1 was to identify and resolve areas
of technical risk so that the Phase 2 contract was
fixed price.

- PR
e o

Department of Defence Response

2.9 The Department of Defence submitted that the main
purposes of a Project Definition Study phase are:

. to give private industry an understanding of and
responsibility for the project;

to give the project a more commercial orientation with
a view to economic production; and

to take basic conceptual data aris::.ng from the research
and development activities and equipment through to the
generation of a production data package.

2.10 There was merit in private industry producin‘g as mug:h
of the documentation as it could because of the responsibility it
vould have to bear for producing the equipm.en!:‘. Because not all
research activity leads to manufacturing activity, the Department
did not consider it necessary to insist on applqu documentation
standards appropriate to a manufacturing task during a research
and development exercise.

2.11 Only one tender was received for Phase 1. Soon after
the contractor started work it become apparent the company was
short of suitable staff. It seemed more appropriate to apply the
limited resources to technical aspects of the project rather than
develop a project management plau.

Conclusions

2.12 The Committee commenced a Public Inguiry into Project
Management in the Department of Defence on 7 Ma‘rch 198.4. The
Committee is of the view that the problems experienced in both
the projects discussed above derive f£from a lack of manageme.nt
control. The Committee has therefore decided not to examine
these matters further in the context of this Report and has
referred them to the Defence Project Management Sectional
Committee for further consideration,



CHAPTER 3

DEPARTMENT OF DEFENCE SUPPORT
MUNITIONS PRODUCTION TRUST ACCOUNT (MPTA)

3.1 The Auditor-General
s ral carried out an audit
3?gt:p.eratz.on of the MPTA at establishments in Ne:fsggt?h araar
ria and the Australian Capital Territory Wales:

3.2 The purpose of th iti
Munitions Producti
(MPTA), which was i Shed roduction Trust Account
, is te financee:m:abhShEd under Section 623 of the i

. the manufacture of munitj i
u itions in government factori
éggg:ﬁﬁeaénd J.dndustty for Departments of the Austg;ifg{l
nt and other Governments and Authorities; ang

‘ P
. any other approved service of a munitions factory or
.3 An allocation o the PTA is made to eac
3 £ M ach  Prime

Contractor Factory in the i
" ¢ ¢ Munitions Division for
reimbursing its Factory Trust Account to maintain 11?55.&‘1?.{::?)058 o

3.4 In addition a i
. 2 n allocation is
gi;gggé:?oRegz.orgal Office to handle ov;nrag
ns and a i i
Contra oorsce: n allocation is held

e to the Department's
eas and certain other

3.6 To account for i
. . 3 allocations of MPTA e,
Victorian Regional Office and the Department’ sac?:erf:::ft%fffgz

must maintain a se
following accounts: parate control ledger consisting of  the

. Trust fund provided (moneys provided by appropriation);
. Trust account cash;
. Recoverable expenditure;
. Debtors; and
. Recoveries in Progress.
8

in the Dpepartment's

The audit disclosed that:

part of moneys received as advances for sales to
overseas countries was being used by the victorian
Regional Office as additional working capital; $1.04
million had been included with MPTA allocations to
factories;

some profit payments to the Commonwealth Aircraft
Corporation Limited were made incorrectly from MPTA

- the Commonwealth BAircraft Corporation Limited is
entitled, under a Remuneration Agreement with the
Department, to a guaranteed profit each year which
is calculated under an agreed formula and is
funded from the Maintenance of Production Capacity
Appropriation. It is payable in eleven egual
instalments in advance. The BAuditor-General noted
that the first payment each year was made from the
Victorian Regional Office's MPTA which may not be
within the purposes of the Account. At 31 December
1983 a total of $268 182 has been paid from the
account;

the Commonwealth Aircraft Corporation had received
goods, dating back to 1979, for which debit notes had
not been issued., Some vouchers were missing despite
search action;

the Victorian Regional Office had been given no
comprehensive, authorised instructions for financial
and accounting procedures by the Department. The
Auditor-General considered that, due to the complexity
of MPTA operations, suitable instructions should be
issued and the existing chart of accounts be reviewed
for the MPTA control ledger in relation to such items
as, on costs, research and development levy:

Central Office management of MPTA was ineffective, for
example:

- no consolidated control accounts or master ledger
were used for MPTA in Central Office. The only
records consisted of a Register of Warrant Advices
and Authorities together with monthly reports (of
doubtful value) from various segment holders;

- Departmental officers were unable to produce for
audit examination the Australian Capital Territory
segment ledger and related records for 1981-82 and
prior years:

- the Register of Warrant Advices and Authorities
was not properly maintained;

- over-issue of warrant had occurred on a number of
occasions; and



reconciliations of Mpra at the end of each

financial year were not always in accordance with
the Finance Directions.

3.8 On 11 September 1981, Internal Aundit had reported on
the unsatisfactory management and control of MPTA at the Central
Office level, The situation had not improved,

3.9 The Auditor-General suggested that consideration be
diven to closing MPTA and transferring funds to specific factory
trust accounts as additional working capital. If necessary, a new
trust account or Head of Trust could be established for overseas
transactions ang operated in Central Off ice,

Departmental Response

3.10 The Department advised that it had been aware of

but was delayed due to loss of skilied staff, The Department
recognised the benefits inpherent in the Auditor-General's
sSuggestions on the transfer of MpTA accounts and advised that it
was giving priority to investigation of alternative arrangements,
The Department's responses to the specific matters described in

the report indicated that some remedial actjion was  being
initiated,

Conclusions

3.1 The Committee believes that the problems existing with
the MPTA have persisted for too long.

3.12 There appears to be a need for gz £fundamental change in
the Trust Account arrangements and the Committee has decided that
the matter should be viewed as 3 separate inquiry outside the
context of itg examination of thig Auditor-General's Report. 3

report on this matter is expected to be tabled later in the
Budget Session 1985,

INTERNAL AUDIT

3.13 The Auditor-General reported on a review of the
Department's internal audit function in New South i

and Central Office, which was designed to as
Internal Audit was operating effectively and in accordance with

relevant auditing standards and pPubiic Service Board (PsB)
guidelines,

3.14 The major findings of the audit were that:
. the Department did not have an approved internal audit
charter;
. the Internal audit Committee had not met since its

inaugural meeting in June 1983;

10

audit positions in New South Wales were vacant from
late 1982 to early 1984;

no internal audits, whichbwould cffnfronfénd wiii;h g:sepfs:ig?tl:ﬁ
standards had een pe )
;:gé!s:il;\g the previous two to three years;

i i lete and
operating with an  incomple
: Staﬁf:horgsegg marf):al and this was reflected‘ in u::il;?:
:ggption of a number of non-standard a
methodologies and practices; )

i i d annual audit
al Audit Strategic Plan an .
;qurg:lti?;e consider_ed to be deficient as a basis for
internal audit operations;

some aspects of the audit methodology being used by
field staff were:

i i i idance to field
- 1 Office did not provide gu nce
S::'f:gaon the intended scope of the audits;

d and the
- i dit lans were not prepare .
ﬁgagna?_: éot ir:)esting was not always documented;

i ff and reasons
- senior internal audit sta
§5‘éé§¥tfx¥g decisions to change.the course of an
audit were not always documented;

- permanent files were not always updated at the
conclusion of audits; and

i 8 were not
- toria, ADP audit worlg:.ng paper
;:in‘;icr:taix;ed and the security of working papers
was. not adequate; and

i nd there

ot reach final report stagg a ere

‘r;l:;\g :gdjfgimgidpr::ocedures to ensure appropriate action
followed reports.

Departmental Response

3.15 The Department replied in detai}:]l. t(:.o all the matters
r;ised by the Auditor-General and advised that:

i lgated on
Audit Charter was promu € 0
: fgeoctgrl;';?:nig]ésﬁ ~ a copy was provided to the Committee;

lgated on

i ittee Charter was pronmu

' ;geAug%‘;iltJ.SSg?m&'he Audit Committee met ig onl;g(isgtss?ngi
November 1984 and four meetings were planne ;

: s en
recruitment action had been finalx.sed on six of sev
vacant positions in New South Wales;

11



. the Audit Committee had sought a submission on the
provision of internal audit resources for considexation
at its March 1985 meeting;

. 2 new manual was being produced. In the neantime staff
had access to reliable authorities and training
courses. Most staff were members of the Institute of
Internal Auditors Inc and had access to its journal and
meetings;

. work was underway for the preparation of a Strategic
Audit Plan scheduled to be presented to the Audit
Committee in June 1985; and

. priority was being given to improving the methodology
of audit programs by measures including:

- more frequent meetings between Central and
Regional managers to discuss strategic, program,
methodology ard staffing matters;

- more frequent ‘on-the~job training' wvisits by
Central Office Directors;:

- reviews of audits by senjor audit staff;

- encouragement of a multi-disciplinary approach to

£ield audits;
- development of methodologies appropriate to the

relatively unique production-oriented activities

of the Department; and

- participation by all audit staff in the
development of specific control models and in
planning for reviews,

3.16 The Department also stated that particular attention
would be given in 1985 to improving the quality of internal audit
reports and the time taken to bring them to finality.

Conclusions

3.17 The Committee notes the changes initiated by the
Department of Defence Support. In December 1984, that Department
was absorbed into the Department of Defence., The Committee will
expect to see the improvements maintained within that new
administrative environment.

3.18 The Ccmmittee is particularly concerned that staffing
levels remain sufficient to handle effectively the tasks of
auditing those areas previously constituting the Department of
Defence” Support and that specific expertise in the type of
auditing this necessitates is retained.

12

.

S oy .

3.19 The Committee is not satisfied

at the frequ
vf._'hich internal audit within departments attracts criti%ain?om:;:{:‘
rom the Auditor-qeneral. The Committee has maintained a long

of efficient internal audit arrangements i it
of efficient public administration d Sotntan ;cal For bhig
reason, the Committee has decid "t Conduer Lrity. For this

review of departmental internal audit practices and expects to
6

' .

1

Joint Committee of Public Accounts, Report 184, Internal
AGPS, Canberra, 1981. =

13



CHAPTER 4

DEPARTMENT OF EDUCATION AND YOUTH AFFAIRS
CENTRAL ADMINISTRATION OF STUDENT ASSISTANCE PROGRAMS

4.1 In his September 1984 Report, _the Auditor-General
commented on a review of the administration of the Tertiary
Bducation Assistance (TEAS), Secondary Allowances (SAS) and
Assistance for Isolated Children (AIC) Schemes.

4.2 The magnitude of the Schemes is demonstrated in the
table below.

DETAILS OF BENEFITS PAID UNDER
STUDENT ASSISTANCE SCHEMES - 1983

No of students
receiving assistance
as at 30 June 1983

Expenditure ~
calendar year

$ 000

e e e e . 84 347 222 453

gﬁés e e e e e 45 558 39 651

AIC e e e e e 19 318 21 300
4.3 The Auditor-General commented on the need £or the -

Central Office of the Department to exercise greater control and
supervision over administration of the Schemes, The Report
acknowledged that a consultant engaged by.‘ !:he Depar.tment to
review its ADP needs in 1983 had also identified certain of the
following issues:

. 1i manuals which contained guidelines for State and
gz:::‘.:{orial Offices (STO) 1ack§d‘ appropriate authority
for some instructions on eligibility assessment;

. the management information system used primarily to
monitor the processing of applications was unsuited to
performance measurement. standards_ had not been
developed for acceptable procegsing times;

. information was not available to evaluate the effect on
resources of reassessments of applications although the
Department was aware of the potentially adverse effect
on the processing system overall due to the high level
of resources used by such reviews;
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quality control procedures were neither comprehensive
nor uniform although guidelines were developed in 1980
for TEAS and 1981 for SAS and AIC. The Auditor-General
suggested that the Department should introduce a formal
qg?}ity control system with oversight by Central
O ce;

checks of initial or continuing eligibility ranged from
a small sample check to an entire check of a
population. The majority of checks were performed
post-payment and relied on information provided by
third parties such as the Australian Taxation Office,
educational institutions and other government
departments. There was no evidence that the Department
had evaluated the cost effectiveness of the techniques
used or actively considered alternative approaches;

income verification procedures were inconsistent
between States and Schemes. Given the demonstrated
effectiveness of the existing check (based on
information provided by the STO) the Auditor-General
sought advice as to whether the Department proposed to
increase the sample size:

Central Office monitoring of documentation needed to be
increased to rationalise and standardise mahuals and
instructions which varied considerably among the STO;

the cross checks program used for detection of
duplicate benefits required modification and
documentation;

there had been a reduction in the number of
prosecutions from forty seven in 1980 to twelve in
1983. Reports submitted by STO mentioned a number of
factors which limited their ability to take prosecution
action including:

- delays in services provided by external agencies;

- the possible effect of recovery action on
prosecution proceedings; and

~ the effect of the existing twelve months limitation
period on prosecutions; and

standard procedures for ADP systems development were

not followed for two benefit payment systems instituted
on 1 January 1984.

15



4,4 The Auditor-General concluded that the Central Office
should:
. erform a controlling and monitoring role over the more
gmportant administrative functions carried out by the
STO;
. establish administrative systems to measure the

performance of the STO in certain 'critical areasy
particularly the processing of applications; and

. provide greater support to the STO . in' the
implementation of new systems and system modifications.

4,5 In this regard the BAuditor-General noted that in a
reorganisation submission to the Public Service Board in 1983 the
Department indicated its intention to have Central Office assux;:e
greater supervisory responsibilities over the operations of the
State Offices and the Australian Capital Territory Offlce.. The
reorganisation came into effect during the course of the audit.

Departmental Response

4.6 The Department agreed with the Audito:—Gengral's
assessment of the need for a greater degree of centralisatxon.of
the administration for the Schemes. It stated that it was taking
steps, both through the implementation of new systems and thr(_)ugh
a strengthening of Central Office st_affmg resources, to achlex,;e
this objective. The Operations Section of the Central Office’s
Student Assistance Programs Branch had. been strengthened,

4.7 An ADP system, EDYCOMP, to be introduced in the
Department would:

. process. student assistance applications;

. produce management information on performance; and

. perform checks of eligibility and entitlement including
income verification and cross-checking.

4.8 The specific matters raised in the {\uditor—General's
Report were addressed. Improvements were cited in many areas as
outlined below.

. anges made to the Income Tax Act in October 1984
geiating t%h Ingcome Equalisation Deposits (IED's) had resulted in
consistency between treatment of the IED Scheme between Student
Agsistance Regulations and taxation legislation. The relevant
regulations had been examined in relation to t:.he treatment of
lump sum payments under income tests,_ and instructions for
drafting proposed amendments were being prepared for the
Attorney-General.

16

These developments would ensure consistency between authorised
policy and the policy guideline manuals.

4.10 The Department had considered the possibility of
setting specific standard application processing times but
concluded that it was more practicable to monitor the overall
processing performance of a State Office on the total body of
applications received. There were wide variations in complexity
between individual applications. Even at the State level there
were variations related to the number and nature of institutions,
the nature of student bodies, differing course structures and so
on,

4.11 The Department had chosen to monitor the proportion of
applications processed by each State Office and the average
turnaround time for individual applications as the year
progressed. A target was to have three~quarters of applications
processed on 1 April ie after the end of March TEAS closing date,
Four to eight weeks was regarded as an acceptable turnaround for
individual applications. Performance was checked against that of
the previous year to detect any deterioration,

4.12 The Department recognised the need to reactivate
production of regular statistics on turnaround times and was
aiming for fortnightly reports, Under EDYCOMP, information would
be provided on the time taken for the various stages of
processing, and for different types of applications. At present
information was available only on the time between receipt of the
application and ADP output. Improvements were being made to the
timeliness of the hal f-yearly reports. Pending the introduction
of EDYCOMP, key totals would be produced within one month of each

. half-year period.

4.13 The need to improve quality control procedures was
acknowledged. Uniform procedures were issued to State Offices in
December 1984,

4,14 Greater emphasis would be Placed on checking student
eligibility and on entitlement checks before payments were made
once EDYCOMP was implemented. In the meantime, procedures had
been reviewed and a number of improvements made including the
deletion of some checks which were proven not to be
cost-effective given the order of overpayments being discovered.
Instructions on checks to apply for 1985 were issued to State
Offices in May 1985.

4.15 Income verification procedures were first negotiated
with the Australian Taxation Office in 1976; negotiations had
since been renewed to determine requirements under EDYCOMP. The
recommendations of the Auditor-General regarding consistency
between States, adequate definition of requirements and any
necessary updating would be observed when implementing the new
arrangements. Uniform procedures for dealing with cases of
overstatement of income were issued to State Offices in November
1984.
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4.16 Pre-assessment verification of income was subject to
the negotiations with the Taxation Office. The types of income
and deductions to be taken into account for income checking
purposes would also be discussed with the Taxation Office.

4.17 The Department considered that differing local
conditions required different procedures and, theret‘ore{ did not
agree that standardised documentation of guidellnes_ was
appropriate. Central Office, however, now maintained details of
State Office reference material which it examined for consistency
with overall policy and procedures.

4.18 Plans were in hand to modify the ADP program for
cross~-checking of beneficiaries between States and Schemes to
avoid 'double dipping'. The States have been asked to comment on
their experience in using it. Appropriate documentation would be
issued when the changes were made.

4.19 Withdrawal of services by the Australian Federal Pol;’.ce
had added to problems in completing effective prosecution action
for offences under the Student BAssistance Act or the Crimes Act
limiting the Department's capacity to locate and prosecute
offenders.

4.20 Since the Auditor-General commented on the lack of
formalised procedures for ADP systems development, the Department
had instituted comprehensive changes including involvement of
users at appropriate levels and identification of milestones for
critical paths.

Auditor-General's April 1985 Report

4.21 The Auditor-General evaluated Departmental procedures
and practices in administering Student Assistance Schemes in the
Western BAustralian State Office, The principal objectives of the
audit were to ascertain whether:

. procedures and practices reflected government policy
and objectives;

. adequate controls existed to ensure benefit payments
were made in accordance with eligibility criteria; and

. reporting and statistical procedures were adequate and
serving management effectively.

4.22 The results of the audit were generally satisfactory.
Where some unsatisfactory aspects were noted the State Director
was able, in most cases, to advise of remedial action taken or to
provide suitable explanation.
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4.23 In some cases, reference was made to the expected
benefits of EDYCOMP in overcoming deficiencies. The
Auditor-General considered that, as EDYCOMP was not due to be
implemented until 1987, this should not preclude the Department
from taking action in the interim to improve systems procedures
and controls.

4,24 A number of matters arising from the audit also had
national implications and were referred to the Central Office for
comment. These were:

. authorisation checks were not always conducted before
data was processed;

. for all but two Schemes, there were no input/output
checks of computer generated documentation in Western
Australia to ensure all applications had been
processed;

. instructions for eligibility/entitlement checks were
normally received in the Western Australian Office in
March or April of the year to which they applied. In
May 1984, the current instructions had not been
received, The Auditor-General suggested these be issued
to State Offices prior to the commencement of the
processing of applications; and

. although the cross-checks program had been run at least
four times in 1983, there was no evidence of follow-up
action. It had not been run in 1984.

4.25 The Auditor-General also reviewed the arrangements
introduced from 1 January 1984 in all STO for the processing of
benefit payments made under the various Schemes. The review was
conducted at Perth, Brisbane and Darwin. It disclosed that
certificates for the release of payments were not processed in
accord with Finance Regulations. Systems control and accounting
procedures, approved at Central Office for these arrangements,
had not been issued to STO.

Departmental Response to Auditor-General

4.26 Central oOffice was not prepared to insist on the
introduction of a system of authorisation checks where this would
delay processing of applications. Details of a system, which had
worked effectively in Queensland, had been circulated to each
State Office.

4.27 Central Office had taken remedial action to ensure that

a system be introduced in all State Offices to account for
computer generated documentation.
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4,28 Eligibility check instructions had not been dissued for
1984 until August 1984 due to severe staffing difficulties in the
Operations Section in Central Office, Most checks were
post-payment and so reprocessing would only be necessary if an
applicant was found to be ineligible.

4,29 The Department advised that the computer lists produced
by the cross—checks program was a valuable means of detecting
duplicate payees. In 1984, the first lists were produced in June.
Action was in hand to modify the program (as noted in paragraph
4,18 above) to eliminate software problems.

4.30 The Department provided the Auditor-General with
details of action taken or proposed to remedy the defects in
benefit payment procedures.

Conclusions

4.31 The Committee is extremely concerned by the frequency
with which deficiencies in the administration of student
agsistance programs have been raised in the Auditor-General's
Reports.

4.32 Measures taken by the Department will remedy problems
in a -number of areas. The Committee is not persuaded, however,
that substantial improvements must await introduction of the
EDYCOMP system. This system should produce many benefits and
vastly improve access to information. Nevertheless, the Committee
is of the view that the effectiveness of such systems depends to
a large extent on the accuracy and integrity of the underlying
data, procedures and arrangements, .

4.33 . The Department should be working continually to improve
its performance in relation to its own stated objectives of
promptness of payment to eligible clients, eguitable access to
Schemes and observance of due standards of efficiency and
accountability in the expenditure of funds.

4.34 The Committee has previously recommended that
departments operating major programs. {ie those with a budget of
at -least ten million dollars and an expected 1life of at least
five years) should ensure that specific legislation is drafted
for these programs. Such legislation should be supported by
regulations which describe, in detail, administrative
arrangementsl. The magnitude of bepefits paid, especially under
the TEAS Scheme ($222 million in 1983) demands a high standarda of
accountability.

4,35, The Committee is of the view that, while the Department
has pade many improvements, the situation remains unsatisfactory.
State: Offices are not in receipt of sufficient or timely
information to ensure that all applicants are treated
congistently (and hence eguitably) and promptly.

1 Joint Committee of Public Accounts, Report 213, JIncome
i : i i & + AGPS,

1983, p. 65.
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5.4

guidelines required by the Australian Government
Actuary in 1977 to review contribution rates were not

supplied until 1983;

there were no formal procedures to ensure that
contributions receivable were received when due;

there was no monitoring of authorities using the
‘emerging cost' basis to ensure they could meet present
and future superannuation liabilities;

there was no formal procedure to ensure amounts were
correctly credited to the paying authority nor were
they regularly reconciled with the Revenue Ledger;

contributions from pay-as-you~go authorities often
exceeded current pension liability and the
Auditor-General suggested that 1legal opinion be
obtained from the Attorney~General's Department as to
whether these moneys should be held in trust against

future payments;

problems arose with statutory authorities when unfunded
liabilities were disclosed by actuarial review. Legal
opinion was needed on the extent to which such unfunded
liabilities should be included in accounts as legal

liabilities

-~ no uniform approach had been developed to the
disclosure of superannuation liability information
in financial statements; and

provisions of the Act relating to determination of
amounts payable by Authorities (section 158(I)) and
statutory office holders (section 159(I) and (IA)) were
not observed.

The Auditor-General commented that the importance of

the issues raised was such that the Department might wish to

accord a high priority to their resolution.
preparation of the report,

At the time of
the Department had not responded to

the Auditor-General's request for advice.

Conclusions

5.5
April 1985 and September 1985 Reports where the Department of

This matter was reported again in the Auditor-General's

Finance's responses to the audit criticisms are outlined. The
Committee has sought further information from the Department on
the matter as a result of the April 1985 Report, The Committee's
conclusions will be given in the context of its Report on that
Report of the Auditor-General.
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6.2 The Auditor-General was concerned that the Department's
Audit Committee had not adopted a more positive role in
determining the direction and emphasis of further development of
the internal audit function.

Departmental Response

6.3 The Department stated that during discussions with the
Auditor-General's Office before the finalisation of the report,
it was apparent that there were unresolved differences in
philosophy on audit between the Department and the Australian
Audit Office. The Department stated that the audits selected for
review were only a small unrepresentative sample of audits
conducted by the Branch as a whole.

6.4 A number of the recommendations had been of assistance,
however, and had been implemented by the Department., In response
to specific matters raised in the Report, the Department informed
the Committee that:

N the Strategic Audit Plan Program had been approved
formally by the Audit Committee in August 1984, It had
been approved by consensus in March 1984, Few
organisational changes occurred in 1981-83. Priority
was given to performing audits. The need for changes to

planning documentation was recognised but their
implementation would be at a time convenient to the
Branch;

. the Annual Work Program was based on expected resources

in November 1983, A reorganisation providing five
additional staff had been approved from March 1984. In
March it was apparent the reorganisation proposal would
not be resolved in the short term and the BAWP was
adjusted in July 1984 during the normal six monthly
review;

. the statement relating to reduction in time for jobs
arose from a lack of understanding of the planning
concepts used. Internal Audit did not reduce the scope
of any audit merely to fit resources allocated to it. A
standard number of mandays (20) was used for each audit
unit., In cases where an audit might otherwise have been
given a greater time budget it could be broken into
several standard units. In many cases the practical
auditable units were larger than standard and budgeted
times were exceeded;

. excess time spent on other jobs was only one reason for
jobs on the AWP not being commenced., Audits might be
rescheduled or replaced if changes in Departmental
priorities occurred. The Audit Committee accepted that
Jow priority audits might be reprogrammed a number of
times;
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B the Auditor-General dealt with the findings of i
conducted in Central Office (which contaixgls onl)?ntugé:
cent of general audit staff), The number of audits
reviewed represented only 4 per cent of the annual
tgta:!.. The quality assurance program in operation
within the Internal Audit Branch consisted of a first
Leview concentrating on detail and subsequent reviews
concerned with matters such as format, presentation and
the comparison of the report with the supporting
g:gerfsl. Tih:l Depargmenttgonsidered this a more thorough

exible review an the questi i
recommended by IDAC, ase onnaire approach

6.5 The Department acknowledged that i i
. c planning for ADP audit

had previously been deficient but stated it was now integrated

;gzgeé‘:hguéfll-%tfn. It be]iieved a separate methodology was not

n section on applicable technigque i i

in the Internal Audit Manual. aues vas being included

6.6 The role of 1Internal Audit in effici

h ciency and
cost-effectiveness was being considered as t
review methods in the Department. part of the total of

6.7 The Department was aware that some roblems exi i

. s sted in
high level planning for the internal audit fugction but believ;d
that these problems would be solved by:

. the revised format and integration of the SAP and aAwp;

. the approval by the Departmental Audit Commi
changes to the plan; mnittee of

. the growing experience of the time taken by audit
tasks; and

. the increased review of time taken.

6.8 The Department also pointed out that th

. e
Audl@or—ngeral’s Report did not indicate deficiencies in the
quality of Audit work being performed.

Conclusions

6.9 . .The Committee notes the improvements to the
orgamsatmnal_ arrangements for planning and control of the
Department’s internal audit function, It is concerned, however,
that coverage c§ auditable areas, as proposed by the Annual Work
Program, may still be jeopardised by a lack of sufficient staff.
Thg _Comm:.ttee. is also concerned about the application of
gﬁégiltiesd w};):..c};\ allow%d dthe frequent rescheduling of planned
s and which cause eferral o i
Gocumentation, f necessary improvements to
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6.10 The Committee is disturbed by the Department's comments
regarding the approach taken by the auditor-General in his
review. Tt will be maintaining a close interest in Future audits
within the Department to assess whether these differences of
philosophy have been resolved.

6.11 As noted in the Conclusions to Chaj i

€ pter 3 of this
Report, the Committee is concerned at the frequency with which
internal .aud:Lt perfor_mance by departments receives critical
comment in the Auditor-General's Reports. The Committee,

erefore, is planning a comprehensive review o interna audit
th £ £ t 1 di
and expects to table a report on that subject in 1986.
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CHAPTER 7

DEPARTMENT OF HOUSING AND CONSTRUCTION
GENERAL WORKS DIVISION, AUSTRALIAN CAPITAL TERRITORY

7.1 The General Works Division is responsible for a number
of functions relating to the provision, repair and maintenance of
public works. An audit of the General Works Division in the
Australian Capital Territory revealed that:

. early in 1984, approximately 20 per «cent of
Commonwealth buildings had not been inspected and
incorporated into the Assets Control System (ACS), a
computer based system intended to provide a register
of assets, the scheduling and assembling of the
results of maintenance inspections and a maintenance
history;

. inspections were not recorded using the prescribed
form resulting in the lack of a wide range of
necessary information;

. 1initial inspections were still performed by works

supervisors and estimators despite a Joint
Management Review (JMR) recommendation on
professional input by architectural or engineering
specialists;

. there was insufficient control over the maintenance
program;

. there were duplications of inspections between the
Department and other authorities;

. there were control deficiencies in the
administration of the plant pool;

. stores stocktaking had not been carried out for
three years and the Procedure Manual was out of
date; and

. manual cost cards were maintained despite the
introduction of a computerised Depar tmental
Accounting and Information System (DAIS) in 1982.

Departmental Response

7.2 The Department advised that it was taking steps to
implement progressively the recommendations of a Joint Management
Review of General Works Functions conducted in 1982 and requested
that account be taken of the workload involved. The changeover to
the ACS was a direct result of the JMR.

7.3 A management decision was made to concentrate on the

listing of all assets and their maintenance cycle. ACS was fully
operational for planning purposes in the Australian Capital
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Territory by July 1985. Over 18 000 asset records were registered
covering all Commonwealth owned and used assets., The system
permitted the programming of specific inspection cycles (commonly
five years external or seven years internal) and had the longer
term potential to generate information on the economic
performance of assets. Complete details would be gathered during
normal cyclical inspections and special investigations. The
missing data were mainly historical eg date of construction and
references to original plans, ACS was being extended to
Commonwealth installations in leased premises.

7.4 Guidelines for the preparation of repairs and
maintenance programs were issued by the JMR Implementation Team
in 1983, and in June 1984 ‘'Australian Government Repairs and
Maintenance ~ Budgeting Administrative Procedures' was issued as
a Department of Finance circular. These documents defined
responsibilities and set timetables.

7.5 The ACT Region was following the JMR suggestion that
only complex assets be inspected annually by a team led by a
professional. Much maintenance was capable of assessment by a
Works Supervisor with a trade background and previous experience
of repairs and maintenance on a particular asset. However, all
recommendations were now being reviewed by Area Managers as part
of revised operational procedures introduced since the
Auditor-General's Report.

7.6 The ACT Schools Authority and the Department of
Territories had responsibility for some inspections arising from
their delegations for works up to $750; the Départment thus
avoided minor inspections, and small straight forward jobs could
be completed promptly.

7.7 A concerted effort was made to complete the stocktaking
backlog in 1984-85. Stocktakes for stores were completed on a
sample basis. With the introduction of the new Supply Manual in
Pebruary 1985, the Secretary gave approval for stocktakes to be
carried out on a biennial basis. A new program for other
stocktakes, based on a two year cycle, had been initiated.

7.8 The revised Supply and Plant Manuvals issued in February
1985 reflected changes in the Department's operations and
incorporated changes recommended by the Regions.

7.9 DAIS could not provide necessary daily costings due to
input delays and lack of terminals at all depots, A datel 1line,
terminal and printer had been installed in the Dickson Depot and,
in July 1985, plans were in hand for similar facilities in the
Fyshwick Depot., Other Australian Capital Territory depots would
be equipped during 1985-86.

Conclusions
7.10 The Committee notes the progress the Department has
made in improving assets control within the General Works

Division in the Australian Capital Territory. It will be looking
for evidence of continued improvements in future audits,
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CHAPTER 8

DEPARTMENT OF INDUSTRY AND COMMERCE
DIESEL FUEL REBATE SCHEME

Auditor~General's Report

8.1 Under the Diesel Fuel Rebate Scheme, rebates are
payable to specified categories of persons who purchase, for
off-road purposes, diesel on which duty has been paid. These
include persons in agricultural, mining, f£ishing and forestry
industries, nursing and aged persons homes and domestic
consumers. At June 1984, there were approximately 130' 000
registered claimants. Rebates in 1983-84 totalled $163.5 miliion.

8.2 Rebates are paid for fuel purchased as distinct from
fuel used. Claimants are required to estimate the percentage of
each purchase which will be used for eligible purposes. The
estimate which the claimant provides on the initial claim is
preprinted by computer on the subsequent claim form. The onus is
on the claimant to ailter the figure if the estimated percentage
use has changed.

8.3 When claims for rebate are received they are examined,
registered (by use of terminals in each State which are linked to
a computer in Canberra) and authorised for processing. The
computer system generates a tape used by the Department of
Finance to credit claimants' bank or other accounts., Collectors
of Customs are responsible for eligibility checks of claimants.

8.4 The Auditor-General examined the cycle of regigtrat:ion
of claimant information, submission of claims, examination,
investigation and approval of claims, gorpputer processing,
payment and reconciliation and reported significant weaknesses in
the Scheme which included the following:

. no provision was made to ensure that the rebate was
adjusted when the actual percentage of fue} us_ed for
off-road purposes and on which duty was paid differed
from the estimate on which the rebate was paid;

. the practise of pre~printing the percentage estimate
used in the claimant's previous claim on subsequent
claim forms could discourage re-assessment of the
percentage for each new claim;

. there was a significant incidence of claimants
registered more than once in the computer recp:d. This
occurred mainly as a result of claimants using forms
designed for initial claims to make subsequent claims.
Unless the claimant's details were identical on each
form the duplication was not disclosed by computer edit
checks;
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. some fishing co-operatives were permitted to lodge
claims on behalf of members but in the name of the
co-operative. This could facilitate duplicated or
fraudulent payments;

. a variety of dqcumeqts were accepta& as proof of
payment, many with inadequate information to ensure

that rebates had not already been paid for those
purchases;

. an investigations procedures manual had not been
issued. Not all doubtful claims were investigated prior
!:o payment. A national system of investigations
incorporating refined risk assessment techniques had
not been developed as planned;

. controls within the ADP system were inadequate, there
were deficiencies in password security and
documentation was lacking for database updates; and

. off-site storage was required for back-up tapes.

8.5 , The Auditor-General concluded that progress since the
Scheme's introduction in 1982 in upgrading investigations and
rectifying the computer system was slow.

Departmental Response

8.6 The Department believed that because the legislation
was in terms of intended use and claimants had to sign each claim
which put the onus on them to make legitimate claims, existing
procedures for processing claims were adequate, Such a procedure
whex.:eby the onus is placed on the user was a feature of Customs
legislation. As a result the Australian Customs Service (ACS) was
responsible for verification., Measures to achieve this included:
. pre-processing checks to ascertain that:

- invoices related to the purchases which were the
subject of the claim;

~ the claimant belonged to an eligible category; and

-~ claimants did not claim 100 per cent of purchases
when they had declared they owned diesel road
vehicles;

. computer processing checks involving:
- cross~editing of invoices to avoid duplication;
~ comparison with previous claim patterns; and

- computer calculation of rebate; and
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. post-~processing checks including:

- pre-investigation analysis of claiming patterns
based on variables such as category of claimant and
region; and

~ investigation of claimants’ documentation and
physical operations.

8.7 When the Scheme was introduced, it was the wish of the
Government that claimants were to be put to a minimum of
inconvenience.

8.8 The possibility of multiple registrations was not
considered to be a serious problem. The Department stated that no
overpayment had occurred as a result of the multiple
registrations discovered during the audit. A comprehensive name
matching system would be resource expensive and not necessarily
able to detect all possible variations. Instructions had been
issued to all State offices prescribing the format for input of
name details at the initial registration. Some measures used to
detect duplication included computer extraction £for States of
claimants arranged in postcode and bankcode categories and
systematic rechecks of claims. Controls had been tightened on
claims by fishing co-operatives.

8.9 Statements were only accepted when they contained full
details of the transaction (including date, invoice number,
quantity and product description) and it was impracticable for
the claimant to produce either delivery dockets or invoices. In
such circumstances prior approval had to be obtained from the
collector., The ACS did not keep statistics of claimants who
initially provided inadequate documentation but did record
details of all claims rejected for processing, Other reasons for
rejection included claims not signed, incomplete banking details,
etc., A little more than 4 per cent of claims were rejected in
total; collectors estimated that less than 1 per cent were due to
inadequate documentation.

8.10 Work was under way on an Investigation Manual
incorporating eligibility interpretation guidelines which had
already been issued to all States, Over 3 000 investigations had
been conducted in 1983-84, Claims were referred to the
Investigation area when details of claims required further
clarification as to eligibility for rebate or when it was
considered that claimants may have overestimated eligible usage.

8.11 The ACS had determined two areas.where rebate could be
erroneously paid. The first involved persons who claimed but were
ineligible or who overestimated their entitlements but where
there was no intent to defraud. The other case was deliberate
fraud. In the latter category thirty three cases involving
$17 000 have been detected from investigations.
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8.12 The minimum number of Risk Assessment investigations
was 1 per cent of all claimants. As resources permitted other
procedures  such as processing system rejections, processing
system referrals, intelligence and randoms were used. In the
years 1982-83, 1983-84 and 1984-85 the numbers of investigations
conducted were 2 492, 5 286 and 2 947 (11 months) respectively.
In 1984~85 they comprised intelligence 503, randoms 393, Risk
Assesasment 1 004, follow-ups 149, processing system rejections 91
and processing system referrals 807.

8.13 Of these, 2 017 claimants were found to be legitimate,
910 claimants were inaccurate but no fraud existed; and there
were  twenty fraudulent claimants. Seven claimants were
prosecuted. In 1983-84, 5 286 investigations detected thirteen
fravdulent claimants and four claimants were prosecuted.

8.14 The Department disagreed with the thrust of the
Auditor-General’s findings on investigations. It took twelve
months to establish a workable claimant population and its
distribution. Even after twelve months new claimants comprised 30
per cent of claims received, A staged development of the
investigation system was deemed appropriate and the £final
enhancements to the National Diesgel Fuel Investigation System
were completed in July 1985.

8,15 The Department accepted that there were problems with
the ADP system. The six week development period was given as the
explanation. The Fault/Enhancement Report System had brought to
light some problems. However, a number of the reports raised were
similar and a number contained requests for enhancements not
originally envisaged. Improvements had been made in the area of
password security, database updates, back-up, recovery and
contingency plans and communication aspects. A formalised system
hgd been implemented to control password usage and ensure regular
changes.

8.16 The Department advised that, in view of the Government
decision that applicants be required only to estimate eligible
usage at the time of making the claim, it had not considered
examining alternative methods of assessing the rebate.

Conclusions .

8.17 The Committee is very concerned at the number of
serious problems identified in the administration of the Diesel
Fuel Rebate Scheme. It notes the Department’s comment that many
of these resulted from the short time provided for its
implementation.

8.18 In view of the changes to the Scheme announced in the
recent 1985-86 Budget (whereby currently eligible primary
producers will receive a full rebate of the excise on diesel fuel
from 1 November 1985) the Committee has sought assurances f£rom
the Minister for Industry, Technology and Commerce that adequate
resources will be available to ensure the Scheme operates
effectively and with proper accountability.
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8.19 The Committee "is not satisfied v;lith !}:lhe Desaztgggt{i;
tion that many of the weaknesses of the Scheme, espe
:gg:; ji-%lating to gelf—-assessment, derived from the Government's
intention to set in place simple procedures. The Department was
uvnable to provide documentary evidence of the previous or present

Governments' expressed intention in this regard.

.20 The Committee f£requently observes schemes and programs
verith implementation problems like those experienced by the Diesgl
Fuel Rebate Scheme. Such schemes may well be eminently desirable
and useful in their objectives. However, on occasions where they
have been instituted with little or no preparatory investigation
there are subsequent administrative problems. The programs may be
capable of efficient and effective implementation provided
sufficient attention is given to the development phase. ‘The
Committee urges that departments and Ministers take great care to
ensure that essential planning has been carried out before a new
or revised program is announced and/or begins operation.

COAL EXCISE DUTY

. s : £
8.21 The provides for the licensing o
coal producers, the calculation and payment of coal excise duty
and for oversight of these functions by officers of the
Department. .

i i d to
8.22 An audit carried out in Queensland and designe
review legal compliance, financial reg.ularity gnd cost
effectiveness of the Department's procedures in collection of the
duty revealed that:

contrary to the provisions of the Act, delays of two to
five mo);xths were occurring between first sales and the
issue of coal producers' licences;

licences were not regularly reviewed in relation to the
currency of mine degcription and mine lease details;

duty liability was being assessed on various weight
methods, not all in accord with the Act;

securities based on stockpiles had not been taken in
Queensland since 1950 despite Chan'ges in the industry's
stockpiling practices since that time;

monthly reconciliations of Queensland Coal Board sales
and pr}{aducers' returns were inadequate, New procedures
vere needed;

a comparison between the entry history file for coal
ptoducped and the receipts recorded in the Revenue
Ledger revealed significant variations for. t:.he last
five years. The lack of complete reconciliations was
raised following a 1981 audit. It had then beeg
expected the problem would be solved by a computerise
accounting system;
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. few field inspections were being performed;

. penalties under the Act were low and were insufficient
to encourage compliance; and

. no national procedures for the collection of coal

excise duty, or guidelines to coal producers on

Departmental requirements, existed.

Departmental Response

8.23 The Department responded to the matters raised by the
Ié\uditor—General and was able to report action on most items as
ollows:

. formal procedures had been documented for examining.
applications for production licences; these procedures
incorporated a check list. Comprehensive guidelines

were now available to applicants. Delays had been
reduced;

. all current licences had been reviewed. Amendments to
mine details would be taken into account when
considering annual renewals;

. the Department accepted payment on ‘'paid for' weight
basis rather than production weight as prescribed in
the Act. This practice was considered more equitable as
some mines had beneficiation facilities onsite. Action
had been instituted to amend the Act accordingly;

N securities had been sbught from all producers in terms
of Section 10 of the Act. A review of the monetary
level of securities was completed on 7 September 1984
and procedures had been established for annual reviews;

. new reconciliation procedures had been instituted for
monthly returns of coal produced, duty paid@ and
Queensland Coal Board returns;

. reconciliations to the Revenue Ledger of duties
received had been carried out for 1981-82 to 1983-84.
The computerised accounting systems were not expected
to be implemented until 1late 1986. In the meantime,
collectors were conducting monthly reconciliations;

. risk ratings had been completed on all producers and
programmed field testing of the risk rating had begun
in October 1984;

. the Bill to amend the prescribed penalties under the
Coal Excise Act received the Royal Assent on 30 May
1985 and came into force on 27 June 1985,

i amends
prescribed penalties under various Acts administered by
the Comptroller-General of Customs; and
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1and
d rocedures developed in Queens
ggifgéiggs :l?e l3’:1udit: were being reviewed for
incorporation in the Customs Service Manual.

ith the Auditor-General's
swi:.’.n the Department's Inland
The Department was examining
with State Governments for
verification of

The Department disagreed
g&ggestion to include coal producer
Services risk assesement programé
whether agreements could. be made P
specialist royalty officers to uni o
producers' records on behalf of the Department.

Conclusions

25 The Committee is satisfied with the progrets_sonmige tﬁi
?:fle pepartment in improving procedures for the collecti
coal excise levy in Queensland.
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CHAPTER 9

DEPARTHENT OF RESOURCES AND ENERGY
INTERNAL AUDIT

9.1 The Auditor-General conducted a review of
Department's internal audit function in November 1983: the

. to ascertain whether the Internal Audit Section was
operating in accordance with Public Service Board (PSB)
guidelines and relevant auditing standards; and

. to .reviey progress on dealing with the following
deficiencies noted in the Auditor~General's September
1981  Report on the then Department of National
Development and Energy:

- g.he 1 intertnalf audit charter did not cover the
evelopment of ADP audit or the responsibilities £
the Chief Internal Auditor; P °

three of five staff positions were vacant;

the audit program was inadequate and in arrears;

- field audit plans, consistent with PSB guidelines,
had not been prepared for audits undertaken nor was
there an internal audit manual ;

~ there was no quality assurance program; and

~ there was no reporting system for occurrences of
theft, defalcation or control breakdowns.

9.2 The Auditor-General commented that the deficienci

A ) es
related to the administration of the internal audit function not
to the quality of work performed by internal audit personnel.

9.3 The followin improvement.
Penartment g P ments  were reported by the
. appropriate amendments had been made to the internal

audit charter;

. t.::e numgexé of intermal audit positions had been
increase O seven, one of which was still
had been advertised'; vacane bue

. increased staffing was expected to lead to a more
comprehensive coverage of the approved program;

. a8 draft audit manual had been issued pending

consideration by the Internal Audit Commit i
audit plans were being prepared; Thiftee. Field
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. a quality assurance program had been introduced; and
. an occurrence reporting system had been introduced.
Departmental Response

9.4 In November 1984, the Department advised the Committee
that it had adopted a revised Internal Audit Charter and
established an Internal Audit Sub-Committee with responsibility
for a detailed review of all Internal Audit reports before
consideration by the Departmental Internal Audit Committee.

9.5 On the specific matters raised by the Auditor-General,
the Pepartment advised that:

. all seven audit positions were currently filled;

. lack of audit staff resources and the need to perform

additional audits such as those related to uranium
activities (a function acqguired from the Fformer
Department of Trade and Resources) had contributed to
inadequate coverage in the past. While increased staff
resources would result in improvements, a decision
would be required as to whether the program should be
revised or additional staff sought. A consequence of
the current comprehensive audit approach is that more
audit resources may need to be applied to particular
audits than in the past;

. field assignment plans were prepared for each
assignment prior to commencement of the audit although
they were often modified during the progress of the
audit as circumstances dictated. This applied
particularly with the initial audit of any particular
functional activity;

. a comprehensive audit manual had been developed, which
has been approved by the Secretary of the Department.
Its primary emphasis was on the application of systems
based auditing;

. a quality assurance review program had been introduced
and the weakness in Gocumentation had been corrected by
the introduction of a formalised system based on the
Quality BAssurance Checklist Questionnaires promoted by
the Interdepartmental Advisory Committee on Internal
Audit; and

. where previously occurrence reports were reviewed
during audits of functional activity, procedures had
been amended so that files on Writeoffs, Waivers and
Act of Grace Payments were required to be provided to
Internal Audit for information.
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Conclusion

9.6 The Committee endorses the im
Provements institut
:ggernefartment to provide more satisfactory controli uofed t}?}é
{nee nal audit function, The Committee is concernhed, however
a depart{nents continue to report that lack of staffiné
resources still hampers Proper coverage of functional audits.,

9.7 As noted in the conclusion
8 to Chapter 3 o
Report, aris;ng from its concern about the frequgncy of czf'itﬁ;f
ggmgzeeonh;gteé::%d ::\iud:lét matters by the Auditor-General, the
. :de O conduct a comprehensive i
departmental internal audit practices andp eXpects tore‘t’:;ige °§
Report on that matter in 1986,
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CHAPTER 10

DEPARTMENT OF SOCIAL SECURITY
INVALID PENSIONS

10.1 An audit of the invalid pension system was conducted at
selected regional offices of the Department in New South Wales.
The associated payments and appeals systems were reviewed at the
State Headquarters (SHQ) of the Department.

10.2 Departmental procedures require determining officers to
take account of medical impairment, socioc-economic and other
related factors when assessing an applicant's eligibility for
invalid pension. A determining officer also needs to assess the
recommendation made by the Commonwealth Medical Officer {CMO) who
examined the patient. The Department provides guidelines to CMOs
to assist in making recommendations on the level of incapacity.

10.3 The Auditor-General was concerned that the Department
should ensure that:

. CMOs and determining officers are adequately instructed
on the various criteria for pension eligibility;

. decisions by determining officers which override CMO
opinions are subject to some review; and

. there is a consistent application of assessment
criteria between regional offices.

10.4 Once granted, an invalid pension could cost the
Commonwealth up to $7 753 a year (1984)., The decision might not
be reviewed for up to five years. Sound administrative controls
were essential.

10.5 At one regional office, statistics for January 1984
showed that the determining officer had granted 76 per cent of
applications while the CMO had recommended 57 per cent. For NSW
as a whole, CMOs recommended about 70 per cent of cases while
about 80 per cent were approved by determining officers.

10.6 The Auditor-General also noted that there were no
guidelines to assist staff in the evaluation of an institution’s
suitability for inclusion in the group payment scheme, There was
not a review procedure to ensure that institutions remained
suitable for such purposes.

10.7 Other matters noted during the audit included
substantial arrears in pensioner entitlement reviews, cases where
pensions had been paid to underage applicants because computer
varnings were not actioned, and other errors and delays in
administrative procedures,
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Departmental Response

10.8 The Department explained that the Social Security Act
required that a person be deemed to be permanently incapacitated
for work if the degree of his permanent incapacity for work is
ni)t less than 85 per cent. Permanent incapacity is caused by two
elements:

. impairment (physical and/or mental disability); and
. socio-economic factors,

10.9 In determining incapacity, the delegate is guided by a
range of data of which the CMO's assessment is of prime
importance. That assessment covers both the elements described
above. Guidelines are provided on assessment of socio-economic
factors, which indicate the relevant socio-economic factors to be
taken into account, to assist CMOs in making a decision. The
delegate is obliged, nevertheless, to consider whether the CMDO
has considered those factors and given them an adequate
weighting.

10,10 According to the Department, it has not been uncommon
for the delegate to conclude that the CMO has not taken these
other factors fully into account. This approach was entirely
consistent with the responsibility laid upon the delegate by the
legislation and with the thrust of many decisions on invalid
pensions which have emerged from the Administrative Appeals
Tribunal (AAT).

10,11 The Department stated that the AAT had made it clear
that the assessment of a person's incapacity for work cannot be
based on medical condition alone and that relevant non-medical
(or s6cio-economic) Ffactors such as age, sex, English language
skills, education and previous work history need also to be
considered. Draft revisions have been prepared on the guidelines
in the Pensions Manual to reflect the interpretation of the law
as clarified by decisions handed down by the AAT and the Federal
Courttof Australia. These revisions were being considered by the
Minister,

10,12 The revised guidelines indicated that entitlement to an
invalid pension should only arise from a medical condition which
in itself was significantly affecting a person's capacity for
work. It was not sufficient, in the Department's view, that the
person’'s medical condition be just " a factor in deciding
eligibility for an invalid pension., The medical condition must be
of such significance that the incapacity for work could be said
to arise from it. This guarded against the possibly of a person
who was unlikely to obtain work because of socio-economic factors
and who suffered a minor medical condition being considered for
an invalid pension.
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£ a
. In addition to the CMO's assessment of the degree o
i](.)a%r?\ant's incapacity, the delegate was able to draw upon other
advice such as the opinion of a social worker.

i i hance the
0.14 A number of initiatives have been taken to en
éuality and consistency of decision-making including:

shing Invalid Pension Liaison Officers at each
g(s:g?:leﬂia:é g’l‘erritory Headquarters with responsibility
for the oversight of processing procedures and. decision
making. They also contribute to the training of
determining officers, Area Management and the
Department of Health;

i i isti itoring
. implementation of a national statlstxca:!. moni
sygtem which will provide a measure of consistency; and

. development of training packages for decision makers.

e Pensions Manual of Instructions contains broad
]égi:cllglines'rhon acceptance of institutions. for group payment.
Applications for payment of individual pensions to an 1nst1t§tt§n
are carefully considered. The pension remains I:h.e property of e
pensioner and must be used for his or her benefit and maintenance
and the Department is obliged to ensure that both the pens;on?r
and the person receiving the pension are aware of each ot ‘e:r:' s
regponsibilities. The arrangement can be terminated at any 1m§
and is reviewed immediately if there are allegations of misuse o

the payment.

i the comments on
10.16 Satisfactory responses were made to £
administrative procedures. On the specific matters mentioned
above, the Department advised that:

: . : . 14
. Regional Office self~monitoring programs  shou
idgntify arrears in pension entitlement reviews. New
South Wales Staff were reminded of the necessity to
finalise reviews quickly in an Operations Instruction
of 1 June 1984; and

i i tem
investigations had revealed that the Pensions Sys
;:uld rgeject a ney claim for invalid pension if the
claimant had not turned 16 years of age.

inistrative
0.17 In response to comments on the other adm
]}}rocedures mentiponed in the Auditor-General's Report, the
Department provided the following information:

i d

revised change of address form (SA23R) was introduce
:?n August 1984g to include questions which would assist
in evaluating changes in circumstances which might

affect the pension;

.
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. new grants would be rejected by the Pensions System if
the pension number was the same as that on which there
was an outstanding overpayment. The provision of an
integrated benefits database under STRATFLAN would
assist in other cases;

. guidelines and training had been provided to improve
the consistency of field officer reports;

. the error rate for the medical appeals master file had
been-reduced to 1.8 per cent compared to 24 per cent
mentioned by the Auditor-General. Processing

arrangements would be streamlined with the introduction
of STRATPLAN; and

. delays in processing medical appeals had been reduced.
There were 489 unfinalised appeals on hand at
30 November 1984 compared to 952 on 30 March of that
year. The average time between Appeals and
Representations Section and the Social Security Appeals
Tribunal had been substantially reduced. Applicants in
most cases continued to receive income maintenance
payments during the waiting period.

Conclusions

10.18 The Committee notes that at 30 June 1984 there were
approximately 240 000 invalid pensioners and during 1983-84
$1 253 million was expended on invalid pensions. The magnitude of
the payments is, of itself, sufficient to demand a high level of
efficiency in their administration.

10,19 The Committee is concerned that once a pension is

granted, there is 2 possibility that eligibility may not be

reviewed for up to five years. The Committee believes that this

may be insuffici_ently frequent in certain cases, especially given

;:Zt:pparently increased weighting recently given to non-medical
rs.

10.20 The Committee accepts the Department's explanation for
the discrgpancy between the percentage of applications approved
by determining officers and that recommended by CMOs. It requests
the Depagtment to provide statistics for the years ended 30 June
1985 and 30 June 1986 to ascertain whether the revised guidelines
zgg improved training procedures have assisted in closing the

RECOVERY OF OVERPAYMENTS

10.21 An audit of the South Australian and State Headguarter
and three selected regional offices showed that: “ °

. there was a general absence of control over
overpayments up to the point of their registration;
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. no action was taken to follow-up omissions in sequenced
debit control indicators;

. there was no review of reports showing overpayment
cases where there had been no automatic withholdings of
pensions or benefits. Related reports of cases where no
action had been taken for three months were not always
reviewed; and

. there were delays in finalising overpayments and
processing submissions of waiver.

Departmental Response and Committee's Conclusions

10.22 This issuve has been raised by the Auditor-General
in & number of recent reports, The Committee coordinated its
comments on the matter in Chapter 9 of its 232nd Report.l The
submission provided by the Department on the matters discussed
above was considered in preparing the Committee's recommendations
on ‘Recovery of Overpayments' published in that Report.

DEPARTMENTAL PROTECTIVE SECURITY

10.23 An audit of Central Office protective security
arrangements was designed to review the effectiveness of
procedures and practices and of expenditure on associated
equipment and services. It revealed an unsatisfactory standard of
protective security.

10.24 There was insufficient organisational emphasis on
security. Responsibility for security had not been allocated to a
senior officer and senior management was not sufficiently
involved in security matters. A Protective Security Policy
Committee had not been formed.

10.25 Security procedures were inadequate. Written procedures
were not issued at Central, State or Regional Offices, there was
no formalised recording of security breaches, recommendations
from a 1978 security review had not been implemented and there
were inadequate staff clearance procedures.

10.26 Unsatisfactory administrative practices included
weaknesses in the control over storage of classified material and
the failure to clear contract cleaners.

Departmental Response

10.27 A Protective Security Committee was established in 1984
comprising senior Second Division officers., Oversight of national
security arrangements and line responsibility for the formation
of security policy was performed by the Director (Facilities
Planning). Routine tasks had been removed from the daily schedule
of the Security Officer enabling him to develop techniques
appropriate to the needs of the Department's Central Office.

1 Joint Committee of Public Accounts, Report 232,
itor~ = . BAGPS, Canberra, 1985,
pp. 37-38.
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10,28 The Department stated that appropriate procedures were
being practised for the handling, classification and storage of
confidential material and for the security of ADP systems at the
time of the audit. In May 1984, work had commenced on a
comprehensive security manual for application to Central, State
and Regional Offices. The recommendations of a major Records
Management Review, commissioned in 1983, would be incorporated
into the security manual when finalised.

10,29 Interim procedures had been established for recording
security breaches. The 1978 review of security arrangements had
lapsed. Due to changes in circumstances and technology, the
Department had decided to seek a further review by ASIO.

16.30 Negotiations were being  conducted with staff
asgociations on issues relating to personnel security checking.

10,31 Tighter controls had been instituted over the security
of containers., There had been no need to obtain clearances for
cleaning staff as all sensitive material was locked away at the
end of each day.

Conclusions

10,32 The Committee is concerned that this Department has
only recently made improvements in the organisational control of
security matters and that it has been slow in preparing an
appropriate manual. The formation of the Protective Security
Committee should ensure a better coordinated and more effective
security effort.

10.33 The Committee expects the Department to continue with
the progress being made in improving security standards and
wishes to be advised of the outcome of the negotiations with the
staff associations on personnel security checking and of the
results of the proposed review by ASIO.

10.34 The Committee is particularly concerned that
appropriate  arrangements are in hand to protect the
confidentiality of information held within the Department of
Social Security with the implementation of STRATPLAN.
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CHAPTER 11

DEPARTHENT OF TERRITORIES AND LOCAL GOVERNMENT
FINANCIAL STATEMENTS OUTSTANDING

11.1 In June 1984, despite continued representations from
the Auditor-General, a number of financial statements for which
the Department was responsible had not been supplied for audit
report. Some of these dated back to 1980-81,

11.2 A matter of particular concern to the Auditor~General
was that the value of information contained in financial
statements is closely related to the timeliness of publication.
Discugsions had previously been held with Departmental officers
on the establishment of Departmental quality control procedures
and the preparation of a timetable for the submission of
outstanding statements to the Auditor-General.

11.3 In March 1984, the Department advised the
Auditor~General that additional resources were being allocated to
the preparation of outstanding financial statements., The
statements outstanding at 30 June 1984 were:

Statements which had been reported on during 1983-84

11, ACT Rental Housing . , . . . . . . l980-81
11. City of Canberra Municipal Accounts . . 1980-21
Statements currently upder review by Audit

11, Canberra Public Cemeteries Trust . . . . 1980~-81
(Reported upon 11 July 1984)

Statements for 1982-83 and previous years vet to be submitted in
£final form

11. ACT Forestry Trust Account . . . . , (1981-82
(1982-83
11. ACT Rental Housing e = e« & s+ & o f(1981-82
(1982-83
i1. ACT Transport Trust Account « » o o (1980~-81
(1981~82
(1982-83
11. Canberra Public Cemeteries Trust . . . (1981-82
{1982-83
11. City of Canberra Municipal BAccounts . . (1981-82
(1982~-83
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Some of the 1981-82 gtatements listed above had been received for
audit but had to be returned for necessary amendments.

11.4 The Auditor-General noted the following reasons for the
delays:

. the standard of accounts and records maintained was
inadequate;
. there was an apparent lack of commitment of

Departmental resources to the accounting functions
leading to:

- unsatisfactory Departmental quality control;

- deficiencies in schedules supporting financial
statements and internal work papers;

- delays in answering the Auditor~General's queries;
and

- the frequent need to return financial statements
for correction;

B there was excessive dependence on the availability of
particular staff;

. the belated approval of the Minister for Finance to
amended forms; and

. an apparent lack of liaison between the Department's
Finance and Supply Branch and client bodies.

Departmental Response

11.5 In November 1984, the Department advised the Committee
that nine of the eleven statements sought by the Auditor-General
had been submitted in final form and the other two in draft form,

11.6 Action had been taken to improve the quality of
accounting records, to monitor performance against finalisation
targets agreed with the Australian Audit Office and to provide
Internal Audit review of statements before submission to the
Auditor-General.

11.7 The delays in submission of accounts had occurred for a
variety of reasons and, therefore, a number of different remedies
had been applied including:

. ACT Forestry Trust Account
- implementation of consultancy recommendations on
improved accounting systems and closer financial
administration;
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. ACT Rental Housing
- examination of data collection methods;
. ACT Transport Trust Account

- consideration of consultancy report on computer
system requirements; and

- a further consultancy had been commissioned
dealing with the chart of accounts, 1983-84
financial statements and matters raised by the
Auditor-General;

. Canberra Public Cemeteries Trust
- introduction of timely reporting procedures:
. City of Canberra Municipal Accounts

- a revised Rates Branch computer system designed to
facilitate the collection and processing of
information was scheduled for completion in June
1985; and

- a progressive review of other manual data systems
véould concentrate on more timely collection of
ata.

11.8 On the question of tabling financial statements in the
House of Assembly, the Department was of the opinion that such a
decision should await the determination of financial arrangements
for a future ACT government.

11.9 The Committee sought Ffurther information £from the
Department by means of a public hearing on 15 May 1985 during
which the Department provided a copy of the timetable agreed with
the Audit Office for all accounts prior to those for 1983-84.
This showed that all those would be finalised by mid 1985. It
alsc outlined the progress of 1983-84 financial statements,
target dates for which are shown below:

ACCOUNT ‘TARGET DATE-

ADVISED MAY 1985

REVISED TARGET
~AUGUST 1985

ACT Forestry Trust September 1985 September 1985

ACT Rental Housing, June 1985 . September 1985
ACT Transport Trust June 1985 September 1985
Canberra Public

Cemeteries Trust May 1985 (June 1985}

City of Canberra

Municipal Accounts August 1985 September 1985
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11.10 The Department advised the Committee that it believed
that the best way to reduce delays in producing financial
statements was to improve the standard of accounts and records
maintained. The Department was planning to introduce a
comprehensive computer based financial management system to
address the underlying problem.

11.11 Line areas had been given the responsibility £for
preparation of statements following revised guidelines on
procedures. The Internal Audit Section would be responsible for
quality control of the financial statements. While this would
delay initial presentation to the Auditor~General, it was
expected to reduce the number of referrals back to the
Department.

11.12 The Department's current three year Internal Audit
Program contained detailed reviews of the reporting, recording
and information systems needed to produce the major financial
statements. A review of the Cemeteries Trust had been completed
and the next proposed was of the Forestry Trust. In addition,
Internal Audit had been made the sole contact point with the
Audit Office and this was expected to improve and expedite
communications,

11.13 To avoid repetition of a situation where there was
excessive reliance on particular individuals, the Internal Audit
Section was preparing detailed gquidelines to be promulgated in
conjunction with discussions with appropriate staff relating to
the preparation of the 1984-85 statements.

11.14 The Department's Finance and Supply Branch would, in
future, provide advice on policy matters only. Fortnightly
reports on outstanding audit queries and financial statements
were provided to the Department's management committee which
incéuded the Secretary, Deputy Secretary and all bDivisional
Heads.

11.15 The Department stated that the delays in producing
accounts had originally been attributed to staff shortages. It
was only recently that the fundamental problems in the accounting
systems had been recognised as a major factor.

11.16 Preparation of financial statements had not been
accorded high priority in the past; it was only one of many
duties carried out by the Finance and Supply Branch, which had
provided accounting expertise to assist branches in preparing the
basic information. The changes, noted above, in  the
responsibility for preparation and checking of accounts would
alleviate this source of delay.

1 Joint Committee of Public &accounts, Minutes of Evidence,
Reports of the Auditor-General - 1983-84 and September
1984, p 65.
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11.17 .The quality of statements would be improved with the
introduction of the "computerised system, but in the meantime a
number of changes had been made to improve the information
available for accounts preparation:

. ACT Rental Housing

- details of applications received, interviews,
commitments, interest reviews were now recorded;

- cash flow statements indicated the current status
of each account; and

- dei.:a:.i.ls‘ of the public housing stock, handovers,
waiting lists, allocations of priority housing,
expenditure on mortgage and rent relief schemes.
were recorded and integrated within other branch
reporting mechanisms.

11. ACT Transport Trust Account

- the consultancy conducted by a private company in
1983 and 1984 found that the systems needed
improvement and that a computer based system
should be implemented because the manual system
was very slow in, eg, providing balances; and

- a number of the recommendations had been
incorporated into the manual system, accounts
payable was now being continuously recorded within
the ledger system improving information available
at the end of the financial year.

City of Canberra Municipal Accounts

11.18 This account provided many problems in its preparation
because of the unigue nature of the Australian Capital Territory.
The Department provided municipal, territorial and national
seryices. B person or an item of equipment might be engaged at
various times in any or all of these functions. This required a
division of costs to provide a system of notional accounts.

11.19 . The system was manually based with dockets and cards
coming in from many groups to central operational areas. These
were again manually aggregated and referred to the Resource
Management Branch. Verification of costings was difficult.

11.?0. In 1968, when the Government decided to produce
municipal accounts, decisions were made on which expenditures
would be regarded as municipal. It was necessary to match the
normal municipal functions and the ratepayers' responsibility to
pay that element, According to information supplied by the
Department, in 1983-84 revenue from rates was $51.4 million and
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represented 37 per cent of the bepartment's expenditure in the
Australian Capital Territory (including Jervis Bay). The estimate
for 1984~85 was 33 per cent,

11.21 Changes to the Rates Branch computer system which were
needed to provide information for the municipal accounts had been
largely implemented., These included the rapid production of end
of year balances, faster reconciliations and improved control
accounts. Improved management reporting should be available by
the end of 1985,

11.22 Work had been done on improvements to the Canberra
Public Cemeteries Trust accounts; as this was a small account it
was considered a good starting point, This necessitated, though,
the cost of the Department's Parks and Gardens staff and
equipment being included for the work done by them for the Trust,
These components required procedures for obtaining, reconciling
and checking basic information., The Department was of the view
that satisfactory procedures had been developed.

Conclusions

11.23 The Committee is extremely concerned at the poor
performance of the Department of Territories and Local Government
in the preparation of the accounts for which it is responsible.

11.24 Although a timetable for the Department to submit
outstanding financial statements to Audit was agreed, the
Committee notes that there has already been some slippage since
its adoption although overall progress has been made in the
preparation of more timely financial statements,

11.25 The Committee stresses the importance of good municipal
accounts. The Committee notes the improvements made in the
provision of management information but is concerned that there
still seem to be difficulties in separating data relating to the
Department's municipal, territorial and national functions. The
decision to produce municipal accounts was made seventeen years
ago and it is the Committee's opinion that progress in that time
has been unsatisfactory.

11.26 The Committee expects the Department to improve the
timeliness and accuracy of its financial statements.

INDUSTRIAL WAGES PAYROLL SYSTEM

11.27 An audit was carried out in 2983 to assess whether
internal controls relating to the system were adeguate and
effective, Wages and allowances totalling $30 million were paid
during the year to about 1 700 employees of the ACT Transport,
Forestry, City Parks Administration and other sections of the
Department.
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The Auditor-General reported thats

. effective action had not been taken to overcome ADP
system deficiencies previously reported (some as early
as_September 1980) by operational officers, Internal
Audit ang users;

. payroll procedures were inadequate in the areas of
employee identification and transport and storage of
pay envelopes;

. leave records were unreliable leading to incorrect
accruals;
. payments of leave bonus could be made without trace if

particular procedures were used., Records and checks
were inadequate;

. there was no evidence that some prescribed
reconciliations and other checks of the number of
employees recorded in the ADP system were being
performed;

. there were control weaknesses in the procedures for
recording pay details on the Employee History File;

. overpayments had occurred as a result of inadequate
controls or breakdowns of controls for compensation and
other payments and misinterpretation of Public Service
Board determinations; and

. overtime.approval for public transit employees was not
necessarily granted by the delegated officer,

11.28 The Auditor-General also queried the need for two sets
of personnel files,

Departmental Response

11.29 The Department provided the _Committee with very
detailed responses bX written submissions 2 and by evidence given
at a public hearing.

11.?0 The Department acknowledged that there were
df.-f:.cier}mgs in ADP system development. Although it had improved
high priority sections of the operation, it had decided to await
the Government's decision on the arrangements for  ACT
sel f-government before undertaking a comprehensive review of the
payroll system. The industrial payroll computer system was bought
as a package and modification to large components would be
resource intensive,

2 Appendix B, Department of Territories and Local Government.
3 Minutes of Evidence, op cit.
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11.31 Special reviews were being undertaken to identify
priority system deficiencies and to implement enhancements. In

October 1984, procedures associated with the introduction of the,

38 hour week were implemented. In November 1984, the
Establighments Branch commenced a review on procedures and
documentation to ensure their efficiency and effectiveness and on
organisational structure., Wages payment and costing functions
have been separated.

11.32 That review had been completed. Its findings had been
distributed to appropriate staff associations for comment before
finalising. Its major recommendations included:

. further devélopment of the COMPANY system to make it
more comprehensive and flexible for on-line enquiries
on all aspects of conditions of service;

. location of payroll teams in major depots to eliminate
duplication of effort, and improve both the enquiry
service and industrial relations;

. consideration of the feasibility of a multi-employee
timesheet;
. negotiationg with the unions for a more realistic

cut-off date;

. simplification of procedures and rationalisation of the
number of reports;

. the working of overtime to reconcile the leave card and
COMPANY balances; and

. changes to the methods of payment and delegations,
improvements. to the working environment, reorganisation
of the Wages Sub~Section, development of procedure
manuals and changes in the classification and roles of
staff.

11.33 The Department considered the payroll system was
an acceptable, accountable system which would be sufficient until
decisions were made on self-government.

11.34 On specific matters raised by the Auditor-General
the Department provided the following details of improvements to
the system:

. payroll procedures would be documented in written

instructions. S&taff had been instructed on correct
procedures for handling and safe storage of moneys.
Public Transit employees were required to show their
identification cards prior to receiving their pay
envelopes while other employées were paid in the

presence of supervising officers. An armoured vehicle

service was used for the transportation of pays:
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leave trecording and processing procedures had been
redesigned with the manual and computer systems being
reconciled to enable complete transition to the
computer system;

amended procedures had been implemented for the payment
of leave bonus including checks of calculations and
close monitoring of the process., New procedures were
being considered as part of the review of the leave
recording system;

fortnightly and quarterly reconciliations of computer
produced payroll to personnel records were now being
performed. The emphasis was on prompt reconciliations;
reconciliation advices were being sent to line areas to
enable the matching of the list of employees paid with
those working;

the Employee History file contained complete data for
employee payments for the past five years. This limit
was set by availability of computer resources. Prior
data was retained in hard copy form;

the Department recognised the need to improve measures
to reduce overpayments. Experienced staff had been
reallocated within the Wages and Compensation Cells for
this purpose. Changes had been made to the computer
system to improve controls. The payroll procedures were
such that each person was paid standar@ pay
automatically and only exceptions were input. This
replaced a system requiring 100 per cent input for each
employee each payday. This was a far 1less time
consuming method but depended for its accuracy on
prompt reconciliations, When line areas received the
fornightly pay printout, that provided a double check
of whether they had notified the administration of
persons ceasing employment., The Department believed
that the checks and reconciliations performed in the
wages system were at least as strong as those in the
Department of Finance Pay System. Branches now provided
written certification that fortnightly reconciliations
had been performed. In June 1985, there were eighteen
overpayments outstanding, totalling $17 056.62 out of
an industrial payroll of approximately 1 700 employees.
The corresponding data for salaried staff paid under
the Department of Finance Pay System were forty four
overpayments totalling $38 028.09 out of a staff of
1 900. Recovery action was under way in all cases
although repayment agreements had been negotiated with
only a small proportion of wages cases (39 per cent)
compared to salaries cases (86 per cent):

delegations to approve overtime for Public Transit
employees had been at an inappropriately high level.
Revised delegations, to officers at lower levels in
operational areas, were to be made; and
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. the Department did not maintain two sets of personnel
files as such. There was only one personnel file which
was held in the central personnel area. The Public
Transit Branch kept additional information on its
employees such as records of training and copies of
documents relating to allowances, but the Personnel
file was the authoritative one. Different parts of the
file, relating to personnel and compensation matters
which were the responsibility of different areas within
the Department, were filed separately.

11.35 The Department had altered the basic structure of the
payroll processing philosophy. The wages processing area,
previously located in the Finance area, had been moved into
Personnel. Wages were seen as primarily a staff management
matter. This would allow the development of standard personnel
practices and procedures to provide a stronger supervisory
structure and to provide for improved staff flexibility and
mobility.

11.36 The new philosophy on payments meant that once an
employee was on the system, he could be guaranteed basic payment
each payday. In the previous system there were many errors and
discrepancies arising from the need to process individual pay
sheets each fortnight for each employee. The Department
considered it proper that industrial employees be treated under
similar arrangements to salaried staff.

Conclusions

11.37 The Committee is pleased to note the improvements being
made to the Industrial Wages Payroll System. There are areas,
though, where controls appear to need strengthening. This is
particularly so in the case of the fortnightly reconciliation
process, While the Committee agrees that it is an improvement to
create a system where employees can be guaranteed to receive
their pay each fortnight, this imposes a responsibility to put
into place tight controls to ensure that unwarranted overpayments
are minimised.

11.38 The Committee does not accept the Department’s
contention that possible decisions about self-government are a
good reason to delay introduction of a more efficient and
reliable Industrial Wages Payroll System,

11.38 Whatever arrangements are in place for the
administration of the Australian Capital Territory, they must
occur in the context of efficient and accurate administrative
systems which can provide prompt and precise information on all
matters affecting revenues' and expenditures involved in the
Territory's administration.
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CHAPTER 12

DEPARTMENT OF VETERANS' APFAIRS

ADP SYSTEM DEVELOPMENT

12.1 An audit was conducted of developments to date in the
Department's on-line Repatriation Pension Processing System. It
revealed a number of significant weaknesses, particularly in
relation to planning and the control and monitoring of progress
in the development of the system.

12.2 The main conclusion from the audit was that a risk
analysis of the All Pensions and Allowances System (APAA) should
be prepared and presented to senior Departmental management. This
would provide a sound basis for a decision to be made by
management either to provide the additional resources necessary
to complete the project on schedule, or to divert the
Department's limited resources to other tasks.

12.3 It had been estimated that implementation of the new
system would require at least thirty manyears; less than six
manyears had been expended to the end of 1983. Documentation of
management approved plans to compensate for the shortfall in
staff had not been produced. It was estimated that at least
twenty programmers would be required during the construction
phase to achieve the documented completion date of March 1985.

12.4 Although there was a Central Office body called the ADP
Steering Committee, it saw priority setting as its major task -
not the tasks envisaged in the 'Guidelines on Internal Controls
for Computer Based Systems' produced by the Public Service Board,
which usuvally form the basis of a Steering Committee's program.

12.5 Other matters raised by the Auditor-General were that :
. only limited external monitoring functions were being
performed;
. users were not involved in monitoring progress and
controlling or co-ordinating systems development;
. documentation of APAA development procedures was
inadequate;
. the cost-benefit analysis for the new system was

incomplete and did not follow PSB guidelines; and

. progress was being seriously impeded by lack of
resources and expertise at appropriate levels.
Available cost/benefit figures indicated that the
Department could be saving more than $1 million each
year after the new system is implemented.
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Departmental Response

12.6 The Department accepted the Auditor-General's
advice on all aspects raised and took positive remedial action
where necessary. A private consultancy firm had conducted a study
of the system and made recommendations covering both the
management and technical aspects of the project, That study
endorsed the priority and systems strategy being followed by the
Department but recommended :

. the development of a new and more suitable data
processing environment within this and subsequent
systems; and

. strengthening of senior management commitment and
controls.
12.7 Additional mandatory tasks, a high staff loss rate

and delays in approval for and £illing of additional positions
had severely 1limited resources committed to the project. No
special funding for APAA manpower and software resources could be
provided in the 1984-85 Budget; funding was confined to the
overall allocation for general systems development.

12.8 Staff were required for systems development for an
assets test and they were drawn from the APAA team. Following
completion of that task, the APAA project team had increased from
four to ten persons in December 1984 and stood at twenty~eight
persons in September 1985,

12.9 The project would be implemented in stages. The
first module, the Client Registration System, was implemented in
July 1985, In March 1985, a decision was made to develop an
Interim Disability Pension System, That module was timed for
implementation in November 1985,

12,10 The following steps have been taken in relation to
other matters raised by the Auditor-General :
N formation of Project Steering Committees each of which
is chaired by a senior officer from the user area;
. introduction of external monitoring software packages;
and
. maintenance of minutes for Priorities Review meetings.
Conclusions
12.11 The Committee was very concerned at the low level

of priority being accorded a project with the potential to
produce substantial savings.

j2.12 The matter has been referred to the Committee's
Sectional Committee on ADP matters for further examination.
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PENSION OVERPAYMENTS AND OTHER DEBTORS

12.13 Overpayments and other debtors amounted to
$6.55 million in 1983-84. Of this around half related to pension
overpayments, An audit was carried out of the Central Office of
the Department and Branch Offices in New South Wales, Victoria
and South Australia to assess the reliability and effectiveness
of Departmental procedures for the control and recovery of
overpayments.

12,14 The role of Central Office in monitoring standards
of debtor control in the Branch Offices was considered to be too
limited. Problems were identified in Branch accounting and
information systems which 1ead to delays in processing
overpayments,

Departmental Response
12.15 The Department submitted that:

. the majority of the problems identified by the
Auditor~General had been resolved;

. constraints on staff resources had prevented the
establishment of an overpayments control group in
Central Office; and

. there was a need to examine the cost effectiveness of
detailed monitoring and information services.
Conclusions
12.16 The Department’s response in relation to the

matters raised in this Report. will be taken into account in the
Committee's Report on the Auditor~General's April 1985 Report
where the issue of Pension Overpayments and Other Debtors was
raised again.

PROCUREMENT AND SUPPLY

12,17 Reviews were wundertaken at Central Office and in
New South Wales, Victoria and Western Australia on procurement of
stores and equipment for the Department's medical institutions by
purchase, hire, lease or loan. Results of the review in Western
Australia were generally satisfactory. The following matters were
raised in other areas:

12, Central Office

- an annual forward program was needed for the
funding of specialised medical equipment;

- a misinterpretation of sub-section 11 (2) of the
] had caused administrative
difficulties for the Procurement and Contracts
Board {PCB) in application of financial
delegations; and
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- 8 need to review the central Procurement Program
vas identifjea.

. New South Wales

o there wag inadequate control over tenders and lack
of compliance with the Departmental Manual of
Stores Accounting in some cases;

- contracts were not  always approved prior to
scheduled commencement ;

- at one location stockholdings amounted to up to
two years equivalent use despite Manual of Stores
Accounting specification of a maximum of three
months use; ang

- there was boor recording of the disposal of
pharmacentical supplies.
. Victoria
-~ there were excess stock holdings of many items

with extreme cages of up to twenty years’ Supply.

12.18 Reliance for stock control tended to be placed on
ad hoc reviews initiated by external bodies such as the
Department of Administrative Services. The Central Office had no

established procedures for identification of obsolete,
slow-moving or excess stocks held in bulk store,

Departmental Response

12.19 The Department advised the Auditor~General of a.

number of measures being taken to reduce the difficulties
disclosed by the audit.

Central Office

needs. Increased financial delegations were being sought and the
central procurement Program was under review,

New South Wales ang Victoria
12.21 While the scope for disposal action was limited, a
further complete review of holdings wasg planned. A Suggestion by

the Audito:—General, that an annual report be introduced as a
means of achieving regular stock reviews, would be implemented,
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Conclusions

11
12.22 The Committee was concerned that there were sti
many instances of poor stores management in the Department but
noted the improvements being instituted.

o 1's
12.23 The Committee has noted the Audi tor~Gernera.
conments on the matter and will be looking for improvements in
this area in Ffuture audits,
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JOINT COMMITTEE OF PUBLIC ACCOUNTS

Inquiry into the Auditor-General's Report, September 1984

submission by the Department of Administrative Services (DAS)

1.This submission relates to the Auditor-General's comments
on the Property Directorate's property information management
system..

Background

2.The Directorate first used ADP to record the Commonwealth
property portfolio in 1973 with the implementation of a
simple batch system running on the Burroughs commercial
bureau in Canberra. This system was instigated to enable
information to be supplied to the then Government for use in
land use planning and policy formulation, but the drawbacks
of a card input system in an environment where information
was constantly changing soon became apparent and an online
system was introduced in 1978. Both of these systems related
only to land holdings.

3.A separate system to provide information in respect of
office accommodation was introduced in 1978 and erhanced in

1980.

4.A comprehensive study of the feasibility of the wider
application of in the Directorate was carried out in

1977/78 with the final report being issued in October 1978.

5.The Feasibility Study, approved by both Departmental and
Directorate management, contained an implementation plan
which envisaged a phased development, commencing in 1981/82
with the introduction of a register of office accommodation
which would enable close monitoring of the usage of floor
space, followed {n 1981/82-82/83 by support of financial
programs and project management, in 1982/83 by a register of
land to enable monitoring of land usage, in 1983/84 by a
housing register,in 1983/84-84/85 by a system for monitoring
building costs and in 1984/85 by a system to monitor revenue.

6.Because the Directorate was able to increase the
effectiveness of the then existing systems {Burroughs), a
considerable number of the targets set in the Feasibility
Study, were able to be achieved well ahead of schedule, ed.
Phase One, establishment of land and accommodation registers,
was programmed for implementation in 1981/82 but these
registers. were operational in 1978/79.
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7.1n 1980, the Department acquired its own computer hecause
the Burroughs facility, then operated by the Department of
the Capital Territory, was not capable of meeting its future
needs. A plan to transfer all Departmental systems to the new
facility was prepared. The plan was based on overall
Departmental priorities, staffing resources and the timing
for acquisition of hardware and software.

8.In the process of transferring the Land and Accommodation
systems to the new facility it was decided to incorporate
them 1in a Property Information Management System{PIMS), This
system was developed around a comprehensive inventory but
lacked suitable reporting systems and. had an interim input
system, Additionally, data errors occurred in the transfer.

9.Upgrading of PIMS to remedy these inadequacies and to meet
developing user needs is being carried out progressively, The
aim is to consolidate the inventory function to

a. provide a comprehensive reporting facility which is
integrated with day to day procedures and source
documents used in those procedures

b, satisfy the Finance Directions requiring the
Department to maintain certain assets registers, and.

t. serve as a basis for additional system components. to

be developed for particular purposes of the Property
Directorate.

Present Position

10.As a result of changes in administrative arrangements. in
March 1983, the Department computer facility was transferred.
to the Department of the Special Minister of State. A Joint
Management Review(JMR) of the Administration and Management
of DAS was carried out between August and November in 1983.
Following an interim recommendation of the JMR the Department
conducted a review of its ADP strategy. The findings of this
review form the basis of the present ADP strategy.

11.The strategic planning process is now a continuous one
with formal targets and identified priorities and resource
requirements. The cycle commences with the Department ‘s
Executive Committee defining directions and key issues to be
addressed. Each Division drafts operational plans_ and, from
these a draft departmental strategy is developed by the
Systems Branch. Users and staff associations are consulted in
the development of the strategy which is then reviewed by the
Executive Committee, approved by the Secretary and endorsed
by the Minister.
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12.Co-ordination and control of the ADP strategy operates at
three levels, namely,

Executive Committee(as explained above)

Divisional Steering Committees

Divisional Project Control Committees
These arrangements provide the following benefits

i i i d in the
. issues and priorities are considere:
: ﬁgrﬂzext of other key issues facing the Department

b. information flow between the various levels of
committees is improved, and

¢. the Tevel of research support for the committees is
upgraded

i i ights its
. Directorate's ADP Stegnng Commtt;ee oversigl
}xsbPThedevelopment . The Committee consists gf hu:grd-
representatives and off"gﬁers from :heangys';ﬂ:ri;::g and
Internal Audit. It decides program or it and
i ess, It has adopted the following g
g‘?:g:lc:g;:t agrggrbasis for developing future policies and

objectives.
a. development of an information system which:

i te
i i comprehensive, accurate and up to da
1' 5223?§§ms pof the Commonwealth's property

holdings

i : i i 1anning and
ii. facilitates veporting, analysis, p
! policy development of property matters

tions

. elopment of systems to  support _opera s

b g::nniflg and review of property functmns such az
rent, fitout, repairs and _mqmtenancs! l:r]ts
p1anr’ring, property usage, acquisitions and dispo

et control,
. provision of management systems for ass
¢ ginanciaﬂ programning,. performance measurement and

training

. that system development takes place within
¢ l’o :?)i:ﬁy integiated approach to achievement of :a:
Directorate's goals, giving consideration tz "
requirements of all users, opgratwna'l proce: urgu_,l
training and other factors in the success
operation of the organisation.
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14.A11 work on the system is being carried out in
consultation with system users, gnterna1 Audit C]g::
managgmgnt, and  within very strict guidelines as to
simplicity of use, internal controls and functionality.
Initial improvements have been progressively implemented
since July 1984, with a high degree of user acceptance.
Directorate staff are ordering and using in excess of one
hundred and fifty printed reports each week and 1istings of
properties are being requested by various departments.

15,The present position 1s that the aims described in
Paragraph 9 above are being met as follows

a. the comprehensive reporting facility will be
completed by the end of 1984

b. the development of computerised assets registers is
planned to be completed by mid 1985

c. as currently designed and implemented, PIMS will
serve as a basis for development of additional
system components

Comments on_the Auditor-General's Findings

16.The Auditor-General's major observation is that
1 itor rogress
in establishing an adequate property information sygteg has

been too slow. This observatiol
b o0 n needs to be considered in the

a. the effect on development work of the transfer of
systems from the Burroughs facility to the
Department's own computer

b. the very substantial demands on the Department's

resources for development of systems for all
Divisions

C. the development of PIMS, despite its limitations,
has __already provided the Directorate with
significant property management information

17.Mention was also made of the lack of Internal

1 1 Audit
involvement during development of the systems. This wasud:e
to the fact that suitable audit resources were not available

as the recruitment of the fi
e recruTtnent rst ADP auditor was not finalised

18.The Department is of the view that a post implem i
Py s : en
review is generally considered to be the p]ast ghase tg:1og
;{itﬁgipgige}gpg??t g{ﬁ]ei gnd that Internal Audit should
3 p 11 critical phases of development o
(including post implementation review). 4 f 2 system
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19.Defarment of a review of PIMS was sought by the then
Director of Property in March 1983, because the need for a
review of impiementation strategies and production objectives
had already been identified and was being addressed.

20.1n respect of further developments, the Director Internal
Audit is now a member of the Directorate ADP Steering
Committee and formal arrangements have been made for review
of internal control aspects of design before specifications
are finalised.

Future Developments

21.The initial objective in respect of PIMS, as explained
above, is to consolidate the inventory aspect in such a way
that it becomes an integral part of the day to day operations
of the Directorate. This involves inclusion of the necessary
internal controls, a review of procedures for maintenance of
the information being retained in the system and a
comprehensive easy to use reporting facility which is related
to the needs of Directorate staff and management. The first
batch of improvements has been implemented and further input
and reporting modules will be introduced as quickly as
possible, with completion in 1985. This inventory will serve
as a basis for other applications, both within and without
the Department.

22.1n keeping with the Department's veview of its ADP
strategy, the Directorate has engaged a firm of consultants
to develop an interim system to support its financial
programming: needs, pending the development of comprehensive
Tong term systems for this purpose. This system will be
operational in December 1984,

23.The Directorate recognises the desirability of further
application of ADP within its activities, generally in
accordance with the thrust of the Feasibility Study and
comments made by the Efficiency Audit, but also recognises
that successful application of ADP to any area depends upon
an integration of statutory requirements, procedures for day
to day activities, report requirements, source documents for
data collection, procedures for data collection and training.

24.Initial investigations into introduction of ADP into
functions outside of the inventory function have highlighted
the need to review the way in which those functions are
performed.  The Directorate's strategy therefore is for each
application to be planned, specified and developed by a
project team which will include an officer from the user area
and_ which will consider both the procedures for execution of
the subject function and the ADP aspects.

25.Future plans for the Directorate's ADP development include
systems for financial programming, review of accommodation
and land usage, property management, accommodation and land
planning and operations management.

§ December 1984
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NAVY WEAPONS
Paragraph 5.1

Introduction

1. The Report of the Audit

. . h or-General concerning Nav

;:g%:g:sw:;ngiobservgtloni or recommendations. Eagh ofytgzzgons
Scussed at length between officia &

of Defence and the Australian Audit Office. 1s of the pepartment

Navy Weapons Policy and Objectives

2. The Policy and Obj i
Pol .Jectlves for Navy Weapons and Na

:sgpgziesrgggéng a;ebigld gown in Defence Instructions (vay)

nce Publications and documents. The main relev
g::;m?xgg ggieﬁeggizt;:ns ingbgnstructions for the Royal Aust?ggian

A B nua. S Joint Training Directi
resulting from that directive th i i o Direns
; ’ e Operational Training Dir ive
g;; ngzngil Australian Navy, and Defence Instructiong (Nas;gl,‘
Allowances? edpgiigzgsl:BQ éggn,tMissile and Small Arms Ammunition
es) . n Jectives contained i

and pertinent to Navy Weapons are as follows: 18 these documents

{a) The‘primary objectives of ADF training are to
train the Force-in-Being to be capable of
conducting joint and combined operations in
accordance with its roles and tasks and to
::;:giigténd fgrther develop the operational

ities o -in-Bei i
for orparae the Force-in Being as a basis

(b) The maintenance of increased RAAF ici i 3
marlgime exercises to replace the g:;;;;i?:;é:n -
previously provided by Naval Fixed Wing Aviation
is lmportant: Particular emphasis should be given
to RA§F participation in maritime air defence, strik
surveillance and ASW direct support. ' €

{c) g?:esAgpiza:o progress individual and collective
or and we ini i
ctongaoper apon training to improve

(d) The RAN is to conduct operatinal training to

eéxpose equipment capabilities imi i
B e » limitations and
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{e) Emphasis is to be placed on the timely analysis of
all exercises, including minor tactical exercises
conducted during work-up or weapon training periods,
to ensure full value is obtained. The conduct and
analysis of weapons firings is afforded a high
priority. The use of target resources can be
maximised by extending the time allowed for firings
and by planning multi-ship exercises.

3. Navy's primary objectives in respect to Navy Weapons and
Weapons Training are to ensure that ships are provided with adequate
operator training, ammunition allowances, target facilities,
logistic support and maintenance facilities to be able to maintain
operational standards of efficiency.

Audit Conclusions

4. The Audit concern that the collective shortcomings in
target facilities impact upon the effectiveness of Navy to fully
test weapons systems is noted. Departmental action is taken,
within the context of overall budgetary considerations to ensure
that sufficient targets are available to meet practice and tactical
requirements.

bDetailed Status Report

5. Detailed comments on the current status and planned
progress of each of the main points made in the Audit are submitted.

Low Level derial Target

6. A Low Level Target System is required to assess the
effectiveness of the Phalnax Close-in Weapon System and other
systems against the Sea-Skimming Anti-Ship missile threat. A
suitable alternative target towing system to replace the A4
Skyhawk aircraft and Rushton Low-Level Height Keeping Target (LLHKT)
system has been initially indentified as a Learjet aircraft with a
Marquardt MTR-101 reel towing the Rushton target.

7. The U.S. Federal Aviation Authority (FAA) certification

of the MTR-101 for operatiom on the Learjet with the Rushton LLHK
target was issued in the USA in December 1984. Orders have been
placed to obtain the necessary documentation and data packages
from Gates Aircraft Corporation and Marquardt for presentation to
the Australian Department of Aviation (DOFA) seeking certification
for operations in Australia. Present indications are that the
certification can be completed by 28 February 1985,

8. In order to reduce the delivery lead-time, the

Australian representative for Marquardt has placed an order for

two MTR-101 reel systems for delivery in Australia by 30 June 1985.
This order will be confirmed when the DOFA certification is issued.
Following receipt of the two systems, final proving and profile
development f£lights will,be conducted. It is currently forecast
that an interim, fully certified LLHK target capability will be
available for service by November 1985 and the LLHK target facility
will be fully operational by mid 1986.
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Remote Control Surface Targets

9, The procurement of replacement Remote Control Equipment

for the Hydrofjeid Remote Controlled Surface Targets (RCST) has
been given high priority., a funded Procurement demand will be
available in April 1985, with an equipment order being placed in
September 1985, It is forecast that the Hydrofielda RCsT will
3gain be available for Fleet use by early 1986. A Sea-State
limited Haines-Hunter ReST has remaineq available for Fleet use in
the Jervis Bay Area throughout the period.

Mobile Asw Targets

0. The urgent need for mobile asw targets is recognised.

Plans to acquire a number of smali expendable targets from

overseas sources are being progresseq along with investigation into
the development of a basic mobile Asw target from indigenous sources.
A small expendable ASW target was Successfully trialled in late

1984, fhis target will alleviate problems pertaining to surface
ship and helicopter carried lightweight ASW torpedo target
facilitjes,

11. In recognition of budgetary constraints, rapid technology
changes in agw torpedoes and the high cost of advanced mobile ASW
targets, Navy has implemented a programme to Te-enginner a number
of obsolete submarine torpedoes into a basic mobile ASW target

configuration Suitable for use with all ran torpedoes. Test and

evaluation of a Prototype of this target is planned by late 1985,

12, An acceptable level of operational efficiency is being
maintained in the short term by making use of less than idea)
arrangements such as Static targets, own ships and submarines

and overseas submarine target facilities. The assessment of total
ASW system effectiveness in a tactical scenario is limiteq because
of the deficiencies reported.

Jdindivik Target Aircraft

13, The availability of Jindivik target aircrart has
improved considerably since the compilation of the Auditor-General's
Report. Navy had seven target aireraft on site at Jervis Bay in

further two aircraft are undergoing build-up ang are forecast to be
in full operational status by February 1985, The remaining two
aircraft are held in reserve and will be built up to operational
status as attrition occurs.

14, A further eight new Jdindivik aircraft to be held as
reserves at the Naval Stores Complex,. Zetland, are in final
production at the Governmant Aircraft Factory (GAF). fwo
aircraft are complete awaiting delivery, five aircraft are
undergoing final inspections and. one is awaiting re-painting.
211 are expected to be delivered to Zetland in early 1985,
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Towed Target Devices for Jindivik Aircraft

. : "
5 The availability of Mk V Tom'.c Towed Tagg:;ed‘i:;:e:h::e
J:’"di ik aircraft has improved ::ons:.derably.'llt Sprore three a4,
;ﬂtnv ‘t’:w ta;gets at the Jervisza{hRgngg gzgltgrges poegember 1984
ed for a furthe. : : ve
g;'g;ingile;e:: {:’iﬁze monthly intervals. The first delivery i

due in January 1985.
Cine-Cameras for Recording and Gunnery Practices

4 1
Tenders have been received and evalua(;ed foait::nf:l.lpp '
e 2o ctor Aim Cine-Cameras and supporting eql'pin Y585 ana
el D;.;er additional funding will be sought ear Iits e
Ap!c’gg:iictoshould be placed late 1985. The first un
a

enter service in mid 1987.
Supply Effectiveness Statistics

i tiveness formula were
ts in the Supply Effec .
S gmlf)zgvi:gtl)usion in the Univac Navsup systzmtgrg?ggzi
gropo:ion in December 1983, but were defer:'rgdl uro e s
lm’:ep'ties for programming resources. Initia. gasgbeen hanges
pr:.or.1°t successful., A revised program changer asgooen tes
suce nsfully and was implemented on 14 Decem :5 e e L
;gggiim uses monthly data and t}lxe fxisgoizggzred Te due on
. This program is no b
égvgigggzztlzrsx%upply Effectivinesstmig:uiﬁzgegzéplemtozff:f‘ehsupply
ot be possible outs vioppl
dev:l;pr;zggse{figmgnt Project (SSRP). ';‘helgéa‘éal Supply Di
ig:e:ds to study this subject further in .

Repairs and Maintenance - Garden lsland Dockyard (GID)

t exists to define
overall formal arrangement e e
the i gtzh::ghogiigations of indiyldual par?;es :ozrzgrgrigr
he Tas 's behalf at GID, a Refit Lettgr is pr pt od prior ment
o Na¥¥t being commenced. It is consxdgred thaarried doc
§§a§:§t§§e§ an agreement as to Whéggmggrgyw;iés?zeccontractors.
i rk will be per T c tors
i SIDa:ZdtK:;ggoxg allocated according to this document, thi
: i .
i:gicating the obligations of each party

. . ion

Before any rework is commenced at GIDt;n ;gxiiilg:;:;g
1"9.0 nducted and a report prepared prior toTh'z Tework oeing .
authori ed by the Leading Trade Engineer. i pinformation s 4
as:?:géie to Navy as also are thekjgb'num‘;i:;g:d ¢h are allocated
y i eing D ;

e rewor h :
i %aChogz‘;g’:}:egrt;‘;ttih‘;:e procedures satisfactorily identify
t is ¢

rework costs.
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Fleet Intermediate Maintenance Activity (FIMA)

20. It is not intended to alter
FIMA and GID. The nature of modern shipborne weapen zystems

is such that maintenance and repairs tend to either he carried
out onboard, or to require the facilities and capability of the
Dockyard. FFG 7 Class ships do not have sufficient technical
resources onboard to accomplish all the repair and maintenance
required on the shipboard level. FIMA therefore assists the
Ship's company by providing the te

the balance of work between

April 1985
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DEPARTMENT OF DEFENCE

dated 29 August
ter from the Department of Defence, . S
§9é§f groviding updated information may be found on Joint
Committee of Public Accounts File 1984/6, Part A.

73



JOINT COMMITTEE OF PUBLIC ACCOUNTS
nguxry into Auditor-General's Report, September 1984
S

ubmission by the Department of Defence

LASER AIRBORNE DEPTH SOUNDER (LADS)
Paragraph 5.5

Introduction

1. The Report of the Auditor-General conceraing the
Laser Airborne Depth Sounder (LADS} includes 4 observations
or recommendations. Each of these matters was discussed at
length between officials of the Departments of Defence and
the then Defence Support and the Office of the Auditor-
General.

2. Prior to providing amplification of the details
contained in the Report of the Auditor-General it is
considered useful to provide a brief background to the LADS
project.

3. LADS was developed from experimental work commenced

at Defence Research Centre Salisbury (DRCS) (then Weapons
Research Establishment) in 1972 to investigate t@e application
of laser techniques to hydrography. This work titled WRELADS
was based on the concept of using ref;ected pulses of laser
light originating from equipment carried in aircraft to
measure ocean depth. The concept was to use red light pulses
reflected from the ocean surface and green light pulses
reflected from the ocean floor together with an accurate .
navigation system and an automatic system cE.51gnal processing
to rapidly survey large areas of the Austgallan continental
shelf and subsequently produce hydrographic c@arts. The
concept offered the prospect of greatly speed;ng.up.the survey
of shallow ocean areas of commercial and strategic interest .
to Australia.

4. As with other projects which have their genesis in a
Defence research establishment, the main purposes of a Project
Definition Study phase are:

(a) to give private industry an understanding
of and responsibility for the project;

(b) to give the project a more commergial
orientation with a view to economic
production; and

(c) to take basic conceptual data arising from
the research and development activities and
use this to define the design of an cperaticnal
equipment through the generation of a
production data package.
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The difficulty of these actions should not be underestimated.
Furthermore the handing over from the Defence research
establishments to private industry cannot be executed over

a short period, indeed it is beneficial for industry to be
kept briefed from early research days and for the research
establishment to be available for advice well into the
engineering development and production phases. In the case
of the LADS project the actions above were seen as a means
of allowing Navy to identify problems and shortcomings in the
system while the project was in an early design stage,

and hence allow the production phase to be entered at

much reduced technical and financial risk.

Documentation

5. While additional documentation could have been produced
by DSTO, there is merit in private industry producing as much
of the documentation as it can itself because of the respons-
ibility it will have to bear for producing the equipment.

6, The question of drawing standards has been a matter

of top management consideration at the DSTO establishments

for some time. It is not considered necessary to insist on
applying documentation standards appropriate to a manufacturing
task during a research and development exercise because not

all research activity leads to a manufacturing activity. The
drawings and associated documentation are produced to Research
and Development (R&D) needs and are considered appropriate for
that purpose.

7. Where an R&D activity proceeds towards commercial
exploitation, additional expenditure may be incurred to bring
documentation to a production standard appropriate to a
manufacturing activity. However because of the initial
uncertainty of the RsD activity, it is not considered necessary
to expend resources on this during RgD when uncertainty exists
as to the future of the activity. Drafting standard DRCS 1
Part 4 has been followed for all manufacture associated with
the WRELADS program. This standard is adequate for rapidly
changing R&D equipment and corresponds to DEF AUST 5085

Level 1. The progressive phase change of WRELADS documentation
to a more detailed level was not undertaken for the following
reasons:

(a) Such a task would constitute new work which
was more appropriate for industry to under-
take.

(b) DSTO did not have the manpower resources
for this extra work, The required documenta-
tion stardard DEF AUST 5085 Level 3 for
fullscale production activity more than
doubles drafting workload.

(c) There was uncertainty as to which WRELADS

design solutions would be incorporated
into LADS.
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8. Notwithstanding the above comments, there is a wide~-
spread move, in view of the growing level of technology, to
improve documentation standards, for example Advanced
Engineering Laboratory (AEL) is proceeding towards the intro-
ductiop of Australian Quality Assurance Standard AS 1821
(Design) which entails raised levels of quality and cost

of documentation. This standard would not f£ind general use
in other DSTC Laboratories because of its high cost. It is
the DSTO's view that if it were to embark again on a similar
program to WRELADS it would employ these same standards for
documentation.

Changes in Reguirement

9. At the time that the RFT was released, advice from

the RAN Hydrographer was the hydrographic data recorded by
the LADS system on the aircraft could be forwarded to the
Hydrographic Office in Sydney for processing. 3s a result of
discussions between the Hydrographer, the contractor and DSTO
during the first six months of the PDS contract it became
apparent that this. was not a practical procedure,

10. The broad readout from a day's airborne information
gathering would be needed prior to the next day's flying to
ensure that the information was sound and that the planned
next sortie was still appropriate. This concept had been
foreseen prior to release of the RFT, but the *quick-look’
capability to do this had not been practically defined. By
June 1982 it was appreciated by all concerned that a full
processing facility on-site was required; and the Ground
Analysis Sub-System (GASS) was added to the contract.

11, A change of this nature was not allowed for in the
cost and timing of this PDS. It is considered better to
identify shortfalls in the concept well before the maniufactur-—
ing activity is firmly established.

Project Management Plan

12. The PDS contractor, Thorne EMI Australia, was the only
tenderer for the task. Soon after the contractor started work,
the Department judged that the company was short of suitable
staff., The contractor did take steps to improve the situation,
but during this initial period it seemed more appropriate to
use the limited resources to technically proaress the project
rather than develop a project management plan.

13. The Department agrees with Audit that the project
management plan should have been produced earlier. Although
Audit is correct to note that the first formal approach to
the contractor to enforce delivery of the Project Management
Plan was December 1983, DSTO officers had in their day-to-day
Liaison with the contractor previously sought early delivery.
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Component Availability

4. The two to three months taken to place

for a component, f9r which there was no gubstitgzeogggrof
which there were limited number available, was not due to lack
of departmental 'guick-reaction® procedures. The Department
advises that procedures to accommodate acquisition of

urgent items in a short time frame do exist. For example

if this component had been required to meet an operationai
need it would have been acquired in a matter of days

through the Office of the Naval Attache in Washington.

1s. In this instance the placing of the order w

because of parallel negotiations bging undertaken g; gﬁé?ggd
supplier and because of other considerations within the
Department., These considerations included questioning the
viability of continuing with a design that was dependent on
a component no longer in production.

April 1985
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JOINT COMMITTEE OF PUBLIC ACCOUNTS
INQUIRY INTO THE AUDITOR-GENERAL ‘'S REPORT -
SEPTEMBER_ 1984 - LASER ATRBORNE DEPTH SOUNDER

SUBMISSION BY THE DEPARTMENT OF DEFENCE SUPPORT

Reference A. Joint Parliamentary Committee of Public
Accounts letter dated 26 October 1984.

Introduction

1.

This paper provides the background to the Laser
Airborne Depth Sounder Project and provides an overview
of the wvarious phases of the project, the management
arrangements, progress to date, problems encountered
and the current status of the project with an emphasis
on the points raised by the Auditor Gzsneral in his
report of September 1984. The paper has been prepared
in the format requested in the attachment to Reference
A.

The Laser Airborne Depth Sounder (LADS) developed from
experimental work commenced at Defznce Research Centre
Salisbury (then Weapons Research Establishment) in 1972
to investigate the application of laser techniques to
hydrography. This work was based on the concept of
using reflected pulses of laser light originating from
equipment carried in aircraft to measure ocean depth.
The concept was to use red light pulses reflectad from
the ocean surface and green light pulses reflected from
the ocean floor together with an accurate navigation
system and an automatic system of signal processing to
rapidly survey large areas of the Australian
continental shelf and subsequently produce hydrographic
charts. The concept offered the prospect of greatly
speeding up the survey of shallow ocean areas of
commercial and strategic interest to Australia.

The work at DRCS developed to a stage where an
experimental system was fitted to a RAAF C47 aircraft.
Trials with this experimental system demonstrated that
the concept of laser depth sounding was feasible and
capable of meeting the hydrographer's requirements for
depth and accuracy. The system as fitted in the C47
aircraft whilst suitable for experimental purposes was
not suitable for operational use. Firstly additional
hardware and software was necessary to readily use the
data for the productionh of charts and secondly the C47
aircraft lacked the endurance and range necessary to
undertake the survey missions in the areas of interest
to the RAN hydrographic office.

78

AX8454.01/V5

Ma

Nhil;t the experimental system has been successful in
proving the concepts of laser bathymetry it did not
provide sufficient information for Navy to proceed to
contract for the production of an operational system
w;thou? a considerable degree of technical and
financial risk. A Project Definition study {PDS) was
Fherefore proposed as phase 1 of the project in which
industry would be contracted to take the DRCS
technology and data relating to the experimental system

. and Peruce‘a‘detailed design and documentation
sufflc}ent to allow Navy to proceed to contract for an
operational system.

It was proposed that the second phase of the project
would involve the manufacture of two airborne systems,
one for fitment to either a leased, chartered or
purchased F27 aircraft, suitably modified, and one as a
spare system. This would be followed by trials and
modification, if necessary, prior to handover to the
RAY Hydrographer for operational use.

Project approval was received in March 1981. In May
.1981 tenders were called from industry to carry out
phase 1 of the project. In february 1982 the phase 1
contract was awarded to Thorn EMI Electonics as prime
contractor with Fairey Australasia, Quentron Optics and
Commonwealth Aircraft Corporation as sub contractors.

t Arra ]

4 g

Phase 1, the Project Definition Study, was seen as
largely an industry development function and funding
was approved from the industry assistance vote.
Industry Strategy Branch of Department of Defence
Support undertook to co-ordinate the management of the
project.

Day to day management of the phase 1 contract is
over§igh§ed by a technical co~ordination committee
meeting in Adelaide with representation from Navy,
(1§clud1ng the hydrographer's office), the Defence
Science and Technology Organisation {(DSTO) and Defence
Support. The purpose of this Committee is to monitor
and review technical progress and ensure that the RAN
operational requirements are met.

Overall project control is vested in the Project
Committee which meets in Canberra, reviews progress,
provides reports to the relevant Defence Committees and
ensures the programming of funds in accord with the
approved programme. This Committee is chaired by the
Assistant Secretary Industry Strategy Branch,
Department. of Defence Support and includes
repregentgtives from Navy and DSTO central office
organisations.
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At the completion of phase 1 the lead role in prgjec:
management will pass to the Chief of N§v§l Materiel,
who will be responsible for the acquisition of §ys§ems
for Navy use. Defence Support will have a continuing
responsibility for mwarketing the system to okther
customers.

Progress to Date and Problems

11.

12.

13.

14.

Initially the Project Definition Study was planned to
take approximately twelve months. A number of problems
have occurred which now mean that the phase 1 output
will not be completed until February 198S. Tye output
of this study will then be reviewed, a task likely to
take from two to three months. Corrections and changes
may then be necessary prior to proceeding to tender for
phase 2 towards the end of the 1983 calender year. The
major problems that have been encountered are
summarized as follows.

Delay in Commencement.

At the award of the contract Thorn EMI commenced to
assemble a project team. The task required engineers
with broad experience in a range of diciplines and took
some time to complete the team that was eventually
assembled was, in the opinion of some Defenge Research
Centre Salisbury officers, lacking in experience.

Changes in Reguirements.

Initially it had been considered by the RAN
nydrographer that hydrographic data recorded on board
the LADS aircraft could be forwarded to the .
hydrographic office for processing and reduction.

As the phase 1 work progressed and as WRELADS trigls
continued in parallel, it beca@e apparent th§t_tpls
concept would not be ideal. Firstly tye gacxlltgs at
the hydrographer's office would have difficulty in
handling the quantity of raw data coming from_LADs and
secondly, there was a need to vegify data against
previous and existing hydrographic data during the
conduct of a survey. Such a procedure would be.
necessary to ensure that data collected was‘yalxd and
usable. Failure to carry out this verification cou}d
result in rejection of data collected from many flylng
hours in remote locations. As set up and flying time
was the most expensive component of survey operations
involving LADS such rejection would be extremely

expensive.
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15.

16.

17.

18.

19.

20.

To overcome this problem a requirament for an enhance
field analysis facility, called the Ground Analysis Sub-
System (GASS), was identified and included into an
amended phase 1 contract. The GASS enables a high
level of data reduction to take place in the field and
allows the results of each survey flight to be checked
and verified for consistency before proceeding with
further survey operations. whilst the requirement for
inclusion of the GASS causad some delay in the early
part of the contract the GASS task has largely been
completed and delays in other areas of the have proved
to be more significant. An additional sub-contractor,
Computer Sciences of Australia, was contracted to
undertake design of the GASS.

In Phase 1 the GASS has been responsible for an
additional cost of approximately $400,000.

Documentation and Transfer of Information

During the progress of the contract it was noted that
at times some of the detailed information relating to
the experimental system was not readily available in a
suitably documented form for the contractor. These
delays applied in particular to the information needed
by the contractor to develop the design concepts for
the GASS. fThroughout the contract a number of such
delays occurred.

s The standard of Jocumentation was commented on by the

Auditor General in his report. It should be noted
that, in many cases experimental projects are not
documented to a full standard until a late stage of
development. One of the uncompleted tasks of the PDS
is to take the relatively coavrse documentation relating
to experimental systems and produce documentation of a
standard suitable for subsequent production.

Contractor Performance

The contract for Phase 1 of the project is of a cost-
plus nature. Such contracts are normal for development
projects where the full scope of the task is not fully
defined.

In general the contractor's performance has been slower
than anticipated and the late development of a project
management plan has hindered the identification and
achievement of project objectives.
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Other Problems

21. The Auditor General's report mentions the problems
encountered in the long lead procurement of a .
particular critical component of the system which is no
longer readily available and comments on ?he del§y by
Navy in raising a procurement demand. Whilst t?ls
matter is a Navy problem relating to phase 2 thls‘ .
Department supports the Auditor's opinion that a ’'gquick
reaction' facility to enable p;ocurement of such

critical items to take place with a minimum of delay is
needed.

22. 1t is noted that Navy has now procured sufficignt
supplies of this item to sugport phase 2 gf this
project. In slower time this Dgpartment is c
investigating prospects for design and manufacture of a
substitute unit by local industry.

Current Status

. elivery of data packages from phase 1 of the contract

# gailnowycommencedpand Sill proceed thgough to at least
February 1985. These data packages will be reviewed by
a joint DSTO, Navy and Defence Support team. The
current plan is to proceed to contract for @he .
production version of LADS in the 1985/86 fxyancxal .
year. Production costs for phase 2.were‘es§1mated, (Ln
January 1983 prices), at $18.6m. This cost increase is
explained by the preliminary nature of the early .
estimates and an increase in the scope of Phase 2 to
include the GASS, aircraft costs and a number of other
costs including training.

is i tant to appreciate that a major objective of

- é:a:: imggrtz identi?? and resolve areas of technical
risk so that the Phase 2 contract is fixed price. i
hustralia continues to hold a lead in the hydrographlg
application of laser technology and Defenge Support, in
canunction with Thorn EMI, will bg pursuing @arket
opportunities as the LADS concept is progressively
developed to a commercial standard.
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JOINT PARLIAMENTARY COMMITTEE OF PUBLIC ACCOUNTS
EXAMINATION OF THE AUDITOR-GENERAL'S REPORT OF SEPTEMBER 1984

SUBMISSION BY THE DEPARTMENT OF DEFENCE SUPPORT IN RELATION TO
PARAGRAPH 6.1 - MUNITIONS PRODUCTION TRUST ACCOUNT (MPTA)

Background

1. The purpose of the MPTA, which was established under Section
622 of the Audit Act 1901, is to finance

. the manufacture of munitions in government factories
annexes and industry for Departments of the Australian
Government and other Governments and Authorities; and

. any other approved service of a munitions factory or
annex.

2. The Account dates back to the early 1940's, operating in the
first instance as the Manufacture of Munitions TPrust
Account. While the operating mechanisms of the Account have
changed considerably over time, it has continued to operate
as a centrally domiciled working account to support the
preduction of munitions.

3. MPTA is presently being used primarily in the Department's
Munitions Division whose objectives can be stated thus:

B To assess, plan, develop and maintain Australian
industry capability for the production of munitions, so
as to optimise national self sufficiency and meet
defence reguirements for current and future local
production of munitions.

. To plan the development of the Australian munitions
industry in the public and private sectors.

. To oversee the performance of government owned defence
production factories to satisfy the customers'
requirements for quality, quantity and delivery at an
acceptable price.

4. An allocation of the MPTA has been made to each of the
Munitions factories with the exception of the following:

. Australian Government Clothing Factory, Coburg
. Explosives Factory Albion
. Explosives Factory Mulwala

5. Bach of the munitions factories operates a working capital
trust account. These trust accounts fund establishments'
production operations and funding levels are maintained at
minimum levels. Funds are not transferrable between factory
working capital accounts.
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Because of this minimum level of funding and to accommodate
peaks in the establishments' cash flows, the MPTA was
established to provide a centrally operated funding source
with segments available to certain establishments. Funding
arrangements allow transfers between segments thus enabling
a lower aggregate level of funding to ths Dapartment.

The MPTA is currently used in respect of these factories as
a mechanism to facilitate the prompt reimbursement of
fastory expenditure on a regular basis as progress payments
against Department of Defence orders. Where appropriate,
consolidated claims for each respective service order are
prepared.

- overseas purchases are initially funded from Factory
Trust Accounts which are reimbursed by MPTA when debit
notes are issued on the Department of Defence.

A procurement demand is raised by the Department of Defence
on the Department of Defence Support for the supply of
munitions. The order may be placed either:

directly on the factory performing all of the work, in
which case that factory will recover direct from the
Department of Defence to reimburse its segment of the
MPTA or

where a particular factory has been nominated as the
prime contractor for the order. 1In this case all other
factories providing components or services, including
private industry and other Government Departments
becoma 'sub-contractors'. A prime contractor factory's
own expenditure is carried in its working capital trust
account until it is costed. Payments by a prime
contractor factory to 'sub-contractors' are recorded in
its normal accounting and costing system as they occur.
All expenditure relating to Defence munitions purchase
orders is then recouped from the MPTA. This maintains
the prime contractor factory's liquidity enabling
operations to continae during the time taken for
receipt of a progress payment from the Department of
Defence. MPTA is reimbursed upon receipt of the
progress payment.

The Defence Aerospace Division of the Department has
responsibility for the development and maintenance, subject
to approved Defence policy, of an industrial capability in
the fields of aircraft, guided weapons and electronics.

The Defence Aerospace Division presently utilises MPTA to
receive the proceeds of overseas sales from which production
costs are met. The Division provides in its prices for the
supply of goods to overseas customers oncosts, levies ang
allowances to accommodate amortisation of costs previously
incurred and to cover costs which may be incurred during
production in later years. These 'add-ons', primarily
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2:i;;::§°§o;fpayment.to Revenue during the course of, or at
8 2 project or order, hav i
Account and have been : ftional workiie
c ; en used to meet additiona i
Gepital reguirements for other projects. 1 working

2? :&éog:;;::miitaé:op:el?dbyfthe Victorian Regional Office
b ovide for overseas transactj

€.g.payment to Defence Aerospace private indus: “hons:

sub contractors. i

The Central Office of the £
£ ormer Department of In
Comme;ce in Canberra also had an allocation to bedazzgyi:nd
O v Howe!
:g accounting proplems which arose in its operatio:evsﬁf due
Tgment-has been.lnoperative since 1982 and will be' e
withdrawn upon finalisation of out.standing matters

i::zii{. alég;ations arz used by Department of Finance
ing ices in London ani Washingt -
¢ . on to
overseas payments and recelpts arising grom thep;oce:s
Account operations. rus

Auditor General's Comments

13.

14.

15.

In his Report'of Sept.emb,
er 1984, the Auditor-~Gener
:ade 2 number of comments jn relation to proeedurailaggs
pgiiz;lggsiigspezgs of the account, as well as certain
C erations. The Report also su
consideration be given to closi eransionas
; b si ishi

more suitable mechanism. 79 MPTA and sstablishing a

Since its creation in May 1982, the Dapartme )
g:n:géousFof diffigulties with the ope?ationn;fh;;Tiéen
yesrs :ng-sggge;égiggcgiggizmz have bgen addressed in recent
S h rocedure and
have been introduced. a majororgview of accouar;angements
u 3 ntin
gazm:gc:gesgze ttms Prlor to the au@it but has beeg 2:?:;::
dhe i e aipa: B.? of key staff with the requisite
commenés‘age gsthkh%s background, the Auditor-General s
Deprpine are o Flmely and helpful in complementing the
t endeavours to overcome difficulties being
eéXxparienced. His comments have also assisted in focussi
on areas where added effort is required. ssing

The Auditor-General was parti ul
: sular
following aspects of‘MPTp. 1Y concerned with the

Regional Office, Victoria

16.

Compositiop of Trust Account Balance - Advances received

from certain overseas countries in relation to various sales

included with allocations of MPTA
eq : to some of i
g: adgltlonal working capital. Audit su gest:getSSCtorles
.par ment should discuss the efficacy og this procedure
with the Department of Finance.
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17.

13.

19.

20.

21.

Tne Department was of the view that crediting of funds to
the Trust Account is inherent in Section 62A of the Audit
Act. The Department of Finance has confirmed this view.

- the Department is currently discussing the Auditor-
General s comments on the use of funds with the
Department of Finance.

Outstanding amounts due to the Commonwealth - On 9 June 1982
tne Commonwealth Aircraft Corporation advised that some 90
instances dating back o 1979 had occurred where it had
received goods but had not been issued with appropriate
debit not2s. The necessary debit notes could not be raised
as the relevant vouchers were missing.

A determined 2ffort is being made by the Department’s
Central Office to locate the missing vouchers. A small
number of vouchers have so far been located and the related
transactions finalised. Action to retrieve those remaining
is continaing.

Instructions - No comprehensive, authorised instructions in
respect of financial policiss and accounting requirements
have been issued by the Departmant for the Victorian
Regional Office segment of the Dapartment.

Comprehensive Accounting Instructions for MPTA - Overseas
Transactions were issued by the former Department of
Industry and Commerce to all MPThL sagment holders on

19 January 19382. Accounting Instructions for MPTA segments
held by the production factories are included in the
Department's Accounting Manuals. Amendments to these
manuals are issued periodically.

Central Office

22.

23.

24.

25.

Control Procedures - The Central Office had appeared to
exercise little management and control over MPTA.

The Department acknowledges the Auditor-General's comments.
From an accounting point of view, the MPTA is complex to
administer because of sectionalisation and from an
administrative viewpoint it has proven difficult to maintain
control and adherance to procedures.

Reconciliations - Audit reported that reconciliations were
based on the Department of Finance statement of balances
only, which Audit considers an inadequate method.

Departmental Accounting Instructions require the Control
Ledgerkeeper to effect each accounting period.
reconciliations between Control Ledger Accounts and
subsidiary records:
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. Trust Account Cash balanze to be reconciled with the
balance for the MPTA Segment in the Appropriation
Ledger.

. Recove;able Expenditure Account balance to be
reconciled with amounts unclaimed as per Service Order
Summary Cards. "

. Debtors Accounts_balance to be reconciled with the
control total maintained by the 0IC, Debtors Accounts.

Internal Audit Audit noted that internal audit findings
concerning MPTA had not been pursued.

Arrangements for follow up of all matters raised in aundits
have been revised. The revised arrangements ensure that
internal audit findings are effectively pursued by the
Department. Progress in thesz matters is monitored by the
Department's Audit Committee.

Need for MPTA ~ Audit suggested that consideration be given
to closing MPTA and transferring the amounts currently
credited to factory segments to specific factory trust
accounts as additional working capital. If necessary, a new
trust account or Head of Trust could be established for
overseas transactions and operated in Central Office. 1In
Audit's view this action would:

. save administrative costs presently incurred in
maintaining the double accounting which now exists in
each factory (one complete set of accounts could be
eliminated), and

. result in the financial statements of specific
factories showing more accurate f£inancial information
in respect of departmental factory operations. That
is, all debtors would be included in each factory
balance sheet (currently the factory statements contajin
a minimum value of debtors as the bulk of them is
eliminated by reimbursement from the Munitions
Production Trust Account. The debts are then neld by
the Department in the Munitions Production Trust
Account until payment is received).

The Department recognises the benefits of simplified
administrative arrangements which could flow from the
Auditor-General suggestions.

The Department is giving priority to investigation of
alternative arrangements to an MPTA having resgard to
administrative simplicity, improved control, funding and
cost implications.
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JOINT COMMITTEE OF PUBLIC ACCOUNTS
Inquiry into the Auditor-General's Report, September 1984
Submigsion by the Department of Defence Support
on Para 6.2 - Internal Audit

s £ poli 3_Objectives

Within the Department of Defence Support, internal auditing
is an independent appraisal activity for reviewing
operations as a service to management. It Has a broad scope
embracing, where necessary, all Departmental activities from
a variety of standpoints including not only compliance and
regularity but also efficiency and effectiveness.

1.1 To carry out this activity an Internal Audit Branch has
been created within the Personnel and Management
Coordination Division and

1.2 A Departmental Audit Committee has been established at
Senior level to monitor the content, priorities and
effectiveness of the Avudit Program.

The objective of internal auditing in the Department is to
assist all members of management in the efficient and
effective discharge of their responsibilities by furnishing
them with independent and objective analyses, appraisals and
recommendations concerning auditable activities reviewed.

The Department has recognised that it must pursue an audit
philosophy and methodology that is appropriate for a large
geographically dispersed, semi-commercial manufacturing
organisation with a diversity of technical and
administrative functions, It has therefore adopted an
operational auditing approach which focuses on the
economical and efficient use of resources and the
achievement of objectives and goals.

Operational Auditing is a systematic examination of records
and other sources of information by a competent, independent
'authority’ for the purpose of obtaining evidence to support
an evaluation and judgement concerning five fundamentals:

. Adequacy and reliability of information in control
systems;

. Effectiveness of programs to accomplish their intended
objectives;

. Efficiency and economy of operations;

. Paithfulness of administrators and operating personnel
in adhering to prescribed rules and policies, and
complying with legislative requirements; and

. Fairness of financial statements in performance reports

issued by managers with the intent of disclosing
present conditions or past results.
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This is not to suggest that all Department of Defence
Support (DDS) internal audits are full scale operational
audits but that they are being encouraged to adopt that
wider approach which reflects a concern for operational as
well as financial controls - and with due regard for the
economy, efficiency and effectiveness aspects of management
systems.

The Department has taken a number of steps in recent {nonths
to upgrade the internal audit function. Of particular
importance iz the reactivation of the Departmentql Audit
Committee and the raising of the status of the function from
section to branch level with the appointment of an Assistant
Secretary (Internal Audit) in May 1984,

The matters raised by the Auditor-General are be_ing
addressed and progressively remedied, The following
summarises action taken or to be taken as resources permit.

. The Auditor-General's comments appear in bold type and
are followed by the Department's response.

Internal Audit Charter

10

Although it was created in May 1982, the Department
had yet to approve an internal audit charter. A draft
charter was provided for comment to this office in
November 1983.

The Department advised that the charter has been
redrafted in the light of Audit and other comments and
vould now be submitted to the departmental Audit
Committee for endorsement prior to seeking the
Secretary's approval. The Charter would provide for
preparation of a strategic audit plan, use of a systems
based approach and a program of quality assurance, A
separate charter document defines the membership and
role of the departmental Audit Committee.

The Internal Audit Charter was cleared by the departmental
Audit Committee at its August 1984 meeting and subsequently
approved by the Secretary. It was promulgated on
16 October 1984.

10.1 A copy of the Charter is attached at Appendix A.
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Internal Audit Commjittee

11

12

13

14

15

An audit committee had been established but had not net
since its inaugural meeting on 20 June 1983,

The Department advised that the Committee had been

reformed and a program of -
rorned prog meetings for 1984~85 had been

The Audit Committee Charter was approved by t
and promulgated on 23 August 1984. PP ¥ the Secretary

13.1 A copy of the Charter is attached at Appendix B.

The membership includes both Deput: i
2 Yy Secretaries of the
Department and provides for participation by all Divisional
Heads and one establishment General Manager. The Committee
};;zsct:é;etz b.y Detp:lizlf:y Secretary (Materiel and Resources) and
; wice is year (August and November).
meetings are programmed for 1985, P Four

The Committee is taking an active and i

] s positive role in
relation to the internal audit function and is addressing a
number of strategic and operational issues.

Resgurces

16

17

18

Audit noted that the internal aundit i i
positions in

Rew South Wales had not been staff

untii meeny saer ed from late 1982

Although the Department advised that there had been
considerable audit presence in the Rew South Wales
estal;sh.mem_: areas during the past two or three years
this Office is concerned that no internal andits, which
would conform with acceptable auditing standards, had
been performed during that period. The Department
advised that recruitment action in New South Wales was
proceeding.

The Auditor-General commented particularl i

k : y on the staffin
situation in New South Wales, & significant improvement ig
:é::fefviex:ig levels and audit activity in that region has been

18.1 Recruitment action has now been finalised i
e X n respect of
8ix of the seven internal audit positions avail.)lable.
%‘};txelarnem.alfing‘ POSbltJ.On is unlikely to be filled this
cial year because of D i
peleneial epartmental staffing

20

19 As .to the broader issue of resources for the internal audit
function generally, the Audit Committee has sought a
submission on the matter for consideration of its March 1985
meeting.

Internal Audit Manual

20 Internal audit staff were operating with an incomplete
and unauthorised manual and this was reflected in the
adoption of a number of non-standard audit
methodologies and practices. It was also noted that
ADP audit procedures, which has been developed at
considerabie resource cost, had not been incorporated
into the Internal Audit Manual.

21 The Department agreed with the necessity to update the
Audit Manual. It said that considerable progress had
been made and revised sections of the Manual would be
issued progressively. Provision had been made for the
inclusion of a section on ADP audit methodologies.

22 The need to develop and issue an Internal Audit Manual is
recognised and much work has already been done towards that
end.

23 In respect of non-ADP Sections of the Manual, all members of
the Internal Audit Branch are supplied with, or have ready
access to, and are informed on practices embodied in:

23,1 Internal Audit Manuals Parts I, II, III Department of
Supply variocusly updated but covering most statutory
compliance matters, These manuals form the basis for
the development of control models and field plans for
an acceptable Systems-Based Audit (SBA) approach to
many auditing assignments.

23,2 The Auditor~General's General Audit Manual Volumes I
and II.

23.3 Inter-Departmental Advisory Committee on Internal Audit
Training Documents.

24 Most staff are members of the Institute of Internal Auditors

Inc. and receive or have access to its journal - The
Internal Auditor dating back to April 1979, They are also
regular attendees at presentations arranged by the
respective local Chapters.
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25 Draft Sections for a new manual have been produced covering:
- A Methodology for Efficiency Audits
- Reporting the Internal Audit
- Building Control Models
- Preliminary Surveys
- The Scope of Internal Auditing
- Strategic Planning
- The Audit Program Preparation
- Audit Definitions and Operational Auditing
- Production and Operations Management
- Controlling and Control Systems
- Financal Accounting
- Kanagerial Accounting
- Accuracy of Financial Data
- US Government requirements for Cost and Schedule

Performance Measuring Systems.

26  Members of the staff have attended many training courses and
the manuals and other exhibits gathered from these become
generally available.

26.1 There are also on permanent loan to the Branch standard
text books on accounting, management, production,
auditing, EDP and other associated matters, for staff
guidance and reference.

26.2 Control models and other audit plans developed for
numerous Systems-Based Audit and other assignments are
made available to staff on an 'as required' basis.

27 In respect of EDP auditing, the Department has carried out
its own research, and officers have attended many advanced
training courses, to enable it to produce its own EDP
auditing manuals suited to manufacturing and online systems,

28 Major and comprehensive drafts have been prepared on:

- ADP Audit Methodology

- Network Security

- Personal Computers

- Fourth Generation Languages.

EBlanning

28 The Internal Audit Strategic Plan and annual audit

program were considered to be deficient as a basis for
internal audit operations in that:

- the strategic plan did not adequately define the

areas ang activities of the Department that were
to be subject to audit
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30

31

32

33

- due to a2 lack of coordination, audits in the ADP
strategic plan were duplicated in the non-ADP
strategic plan

- some tasks were considered to be unmanageable in
terms of time and skill required and needed to be
divided into smaller identifiable audits

- priorities which should be revised ecach year in
the light of actunal performance, should have been
assigned to tasks within the strategic plan

- the strategic plan was not endoised by the Audit
Committee and annual programs were not issued to
audit managers by Central Office Internal Audit,
and

- the strategic plan was not reviewed regularly to
take account of changes in departmental
activities.

It was noted that internal audit was conducting an
exercise to define auditable areas within the
Department and the results of the exercise would form
the bagis for the preparation of strategic audit plans
for the future.

No formal time~recording system existed for internal
andit staff to enable a comparison against budgeted
hours and to facilitate Central Office forward planning
including an effective allocatiom of available
resources.

The Department advised that although the Internal Audit
Strategic Plan was still in the formative stage, it was
working towards presenting a draft plan to the Audit
Committee in March 1985, There would be no duplication
of audits in the ADP and non-ADP strategic plans. It
agreed that the use of a system to record actual times
taken on audits is an objective to be pursued.

The Annual Audit Program for 1984/5 has been presented to
the Departmental Audit Committee and issued to Directors and
Regional Audit Managers of the Internal Audit Branch. That
Program was developed following a consideration of:

- ¥ajor departmental production projects and the
potential for internal audit support in the
identification of management control requirements

- Discussions with line management and any requests for
attention or assistance in particular areas
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- Recent audits or reviews
- Availability of audit resources and the extensive

training and development needs of audit staff.

The preparation of a Strategic Audit Plan covering all
elements and activities of this Department involvez tie
1dentifica§10n, documentation and assessment of auditable
areas withln.each office and establishment. It is a major
exercise which has been delayed by the (not uncommon)
problgm of obtaining and retaining suitably skilled and
experienced staff in the internal audit area, It is
nevertheless proceeding and additional staff are expected to
gitifallafle io be allocated to this task in the new year
 a view to presentation to the i
Committee at its meeting in June 1985, Pepartmental Audit

34.1 The particular comments made by the Auditor
L 2 -General
have been noted and will be taken into account,

In the meantime and because of the high priority attached to
the F/A-18 and Australian Frigate Prggects,ya Strategic
Audit Plan has been drafted for the Government Aireraft
Factories and for Williamstown Dockyard - that draft has
begn presented to the Departmental Audit Committee and is
being further refined to provide a basis for internal audit
coverage in those establishments in the next three years,

Audit Methodology

36

It wvas apparent that internal aundit field staff used a
systems based approach with emphasis given to the
breparation of positive and descriptive audit reports.
Audit was concerned to note, however, that:

- Central Office did not provide adequate uidance
to field staff on the intended scopg of téz andits

- field audit plans were not prepared and
p the
rationale for testing was not always documented

- review by senior internal audit staff and reasons
supporting decisions to change the course of an
aundit were not always documented

- permanent files were not always u
conclusion of audits, and ¥ pdated at the

- in Victoria, ADP audit working papers were not
being retained and the security o
was not adequate. ¥ of working papers
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37

38

39

The Department advised that consultation with senior
Central Office audit staff did occur at the planning
stages and during audits. Bowever, where a previously
acceptable audit plan had been developed, the field
auditor was expected to evaluate it for purposes of his
audit. The Department advised of remedial action in
respect of the other matters raised.

Steps are being taken to improve the documentation and
monitoring of the Annual Audit Program including, where
appropriate, the comparison of actual and allocated
time/resources for particular audits,

The Auditor-General's comments have been noted,
Improvements in methodology documentation and review will be
pursued and achieved progressively in line with improvements
in staffing and skills levels of the Branch. (8ix of the
seven senior operational positions in the Internal Audit
Branch have been the subject of staffing changes and
recruitment action in recent months). Steps being taken to
improve audit methodology includs:

39.1 More frequent meetings between Central and Regional
Managers to discuss strategic, program, methodology and
staffing matters;

39.2 Conduct of more frequent "on~the-job training® visits
by Central Office Directors;

39.3 Review of audits by senior audit staff;

39.4 Conduct of in-house Systems Based 2Auditing Courses and
the nomination of staff to attend a range of external
courses and seminars;

39.5 Encouragement of a multi-disciplinary approach to field
audits i.,e., involving, where possible, a mix of
management, financial, industrial engineering and data
processing skills;

39.6 Development of methodologies that are appropriate to
the size and relatively unique production oriented
activities of the Department - noting that the
essentially developmental nature of this activity
affects the number and type of audits carried out as
well as the ability of management to set performance
standards and monitor output in the manner that applies
to the more traditional financial and compliance
audits;

39,7 Planned presentations and discussions with the

Departmental Audit Committee in March 1985 on the
subject of audit methodology.
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The Department's approach at th
is stage in ¢
Esetaneiimate In he deveibonenl e el L ey
{nvolved  3p a9dit p: Of reviews in which they are
Yy they become practisy
opposed to processeors of static ed ohasyiie e
There is no substitute to thi crocess tor honsonckListe.
§ process for ac gt
face” experience and reality among the Departm::;vsi?gﬁei::i

Review and Reporting

41

42

43

The number of audits which d
id not reach h
;:gort tg;age was concern, In several cases 'A::ii gﬁﬁ
establish whether the audits had been completed to
There was also no formal ating ot

procedure

?inifrtmanagement level to ensure that magfee::ti:gs:;
Bternal audit reports were addressed and

43.1 Particular attention will b
. e given in 1985 t
thke quality of internal audit reports ang' tz};ro:f.ng
aken to bring them to finality. e
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The follow up of matters raised in internal audit reports
has been considered by the Departmental Aundit Committee and
rregponsibility allocated (per medium of the Internal Audit
Charter) to the Budgets, Accounting and Supply Branch of the

Resourcdes Division,
B

44,1 Procedures have been developed and the Branch is
* now actively monitoring internal awuvdit
‘ reports/recommendations and advising the Audit

* % Committee on a regular basis.

Possible witnesses are:

Mr P Kennedy
Deputy Secretary (Materiel and Resources)
(Chairman of Departmental Audit Committee)

Mr W J Benderson
First Assistant Secretary .
Personnel and Management Coordination Division

Mr 8 J Lewis
Assistant Secretary
Internal Audit Branch

NOVEMBER 1984
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APPENDIX &

INTERNAL AUDIT CEARTER
Introduction

Within the Department of Defence Support internal avditing
is an independent appraisal activity for reviewing
operations as a service to management. It has a broad scope
embracing, where necessary, all Departmental activites from
a8 variety of standpoints including not only compliance and
regularity but also efficiency and effectiveness.

. To carry out this activity an Internal Audit Branch has
been crezted within the Personnel ang Management
Coordination Division and

. A Departmental Audit Committee has been established at
Senior level to monitor the content, priorities and
effectiveness of the Augit Program.

The evolution of internal auditing in recent Years has seen
managements concern for internal controls broadened to
inelude operating controls as well as financial controls -
and has given rise to the term "operational auditing®, From
this concern for operating controls has emerged the emphasis
that has become the focus of operational augiting - "the
economical and efficient use of resources &nd the
accomplishment of organisational objectives and goals
related to operations and programs™ (Boward F Stettler on

Auditing Principles - a Systems Based Approach, Pifth
Edition 1982),

management team,

Operational auwdits will be selected and performed not
only as a service to management but from a manager's
point of view.

obiect

The objective of internal auditing in the Deparment is to
assist all members of management in the efficient ang
effective discharge of their responsibilities by furnishing
them with independent and objective analyses, appraisals and
recommendations concerning auditable activities reviewed.

In recent years there has ben an increasing emphasis on
accountability and public scrutiny of government departments
and instrumentaties. This has arisen from a2 number of
factors including changing social attitudes and comnunity
expectations as well as the consequences of technological

AS a result, attention is being focused
increasingly on standards of performance and the gquality of
decisions taken in managing government functions,

28
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3 : , o3 s 3 he
Aucit has & major role to play in assisting t e
gggeatr‘larien: to reach and to maintain a standa;gr ::
performance that will withsta‘nd the most rigorous ::; :na
réview. Its prime functioq is to provide a prqteg zvfe 2nd
constructive service by making systematic ?pprax‘sa 5 o L e
Department's operational and management sys..’ems_to.San
panticular aspects of those systemns. Essent;al:y i a1~‘d
instrument which is %o be used by the Department as an ai
to efficient menagement.

The internal auditor aims to obtaip a full unders'tandingtgf
the operations under review in the context -'th' e:
Department's objectives and the pursuit of those _obJeF iv H
th'rough its policies anc its organisation, strstegic an
annual operating plans.

; : tates h as:
The internal audit process involves activities such a

lewd raisi t undness, adeguacy, and
reviewing and appraising the so
’ applica‘.:gon of operating and other management cont':rols
and promotinc effective control at reasonable cost;

appraising the efficiency of implementa_t@qn and the
effectiveness of programs in accomplishing their
intenced objectives;

ascertaining the adequacy and reliability of management
data and its use within the Department;

- ribed
taining the extent of adherence to prescr
iﬁ]c.:sr, policgies, plans and procedures and compliance

with legislative requirements;

ini X i tal assets
rtaining the extent to which departmen
?f::mdinc gata and other res.ources),_are cont_rolled
and safegu‘arded from loss or misuse of all kinds;

reporting findings to management and recommending
operating and other improvements;

i i i Therefore,
) ivity is essential to the audit function.
gggesgie oi- Internal audit does not extend to deve}opi{lg ::d
installing procedures, prepa{éng rec‘ﬁ‘;s'x:vrieTg:x?é‘ngp;gaisi
ivity which it would normal
;:;tée;hai%% couyld‘ reasonably be construed to compromise its
independence.
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D ibility ity
The Internal Audit Branch is responsibie for:
. reviewing Departmental operations;

. informing and advising management through the use of
modern internal auditing techniques;

. coordinating internal audit activities with others to
most efficiently and effectively achieve the objectives
of the Department,

In carrying out its responsibilities the Internal Audit
Brapch is to be provided with £full cooperztion and
unrestricted access to all of the Department's records,
properties, personnel and other sources of informatiun,
including those of z confidential nature, relevant o the
subject under review. The Internal Audit Branch is free to
review arnd appraise policies, plans, procedures and records.
There might be matters and information to which audit should
not be privy and these will be determined by the Secretary
as appropriate.

Internal 2udit shall be provided.with prompt written
responses to requests for infeormations or reports
recommending corrective action.

The Assistant Secretary (Internal Audit) is functionally
responsible to the Secretary but for administrative purposes
reports to the First Assistant Secretary (Personnel and
kanagement Coordination), The Assistant Seécretary (Internal
Audit) has access to the Secretary and the Deputy
Secretaries in respect of any matter or circumstance which
he considers to warrant direct communication.

4 a &

The Internal Audit Branch has no direct responsibilities
for, nor authority over any of the activities reviewed.
Therefore, the internal audit review does not in any way
relieve other officers in the Department of responsibilities
assigneé to them.

Responsibility for any remedial or other action deeimed to be
necessary as a result of Audit recommendations rests with
line management in the area concerned, At the central level
the Assistant Secretary (Budgets, Accounting and Supply) is
responsible for

B Monitoring Internal Audit recommendations and liaising
with line management as necessary concerning any
further action to be taken,

7.1

. Coordinating Departmental

—d-

action and/or responses
arising from reports of the Australian Audit Office

] Siting Standsrd

In carrying out audits, internal auditors shall adopt tThe
highest standards of professional conduct giving full
cognisance to the Statement of Interim Internal Auditing
Standards set out by the Public Service Board in its
Attachment "A* to PSB Circular No 1979/8 and any subsequent
amendments, They shall 2lso have regard £o the "Standzrds
for the Professional Practice of Interpal Auditing" issued
by The Institute of Internal Auditors, Inc, in October 1978,
ané the standards set out in "General Audit Manual” Vol 1
issuved by the Commonwealth Auditor-Generzl, and any
subseguent amendments to these publications as far as they
are applicable and not in conflict with those issued by the
Public Service Board. These standards concur in principle
with those promulgated by the professional zccounting bodies
in Australia,

Audift Committee

A Departmental audit Committee has been established and its
membership and role are dealt with in a separate charter
document,

The Assistant Secretary (Internal Avdit) is responsible for
servicing the Audit Committee and for advising the Committee
of the resources necessary to carry out the audit program,

: s r ] 3

The Assistant Secretary (Internal Audit) has overall control
of internal audit activities throughout the Department in
relation to:

. achievement and maintenance of high standards of
internal auditing practice;

. development, implementation and oversight of irternal
audit methods and procedures;

. development. and control of the internal audit program;

. scope of audits,

He may be required by the Secretary (or the Audit Committee)
to conduct or arrange special investigations into any matter
affecting the interests of the Department,
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7.6

7.7

-2

The Assistant Secretary (Internal Audit) may authorise
specizl (non-procrammed) asudit investigations or reviews and
his agreement shall be obtained to any extension of
programmed audits which involve projects of a major nature,

Ee is functionally and administratively responsible for
obvtposted internal auditors.

The Assistant Secretary (Internal Audit) shall prepare a
Strategic audit Plan which takes account of the Department's
major projects and activities, assessed priorities and risk
areas and internal audit resources and responsibilities.

rior to the commencement of each fiscal year, he shall
prepare an annuval work program as part of that strategic
plan for presentation to the Audit Committee,

The Assistant Secretary (Internal Audit) shall keep abreast
of current developments in the internal audit £ield and be
conversant with up to date professional practice
pronouncements, Be shall institute 2 program of quality
zssurance which shall include, inter alia:

. Supervision and/or guidance of auvdit staff in the
performance of their duties;

. Training and development of audit staff - on the job
and through attendance at seminars and courses;

. Development and review of Training/Reference Manuals;

. Review of audit reports and methodologies including
control models.

The Assistant Secretary (Internmal Audit) shall furnish to
the First Assistant Secretary (Personnel and Management
Coordination) such reports as may be required, in addition
to periodic reports to the Audit Committee, concerning
administration of the internal audit function, An annual
review of audit activities will be produced by 14 July each
year,

5 1 Audit F

Prior to the commencement of an audit, a representative of
the Assistant Secretary (Internal Audit) =~ usually the Area
Audit Manager or the Director concerned ~ shall discuss the
objectives and scope of the audit with the appropriate
senior officers in the area to be audited who may request
that attention be given to particular matters of their
interest. Consultation shall continue as - necessary during
the audit and the results discussed on completion with the
head of the area responsible for the function audited,
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8.3

[t.)

9.1

-6

‘The auditor responsible for an audit shall prepare a draft

teport immediately the f£ield work is completeé and submit it
to the area auéit Manager or Director concerned for editing
and review with the appropriate representatives of line
minagement as soon as practicable. The level of discussion
should be adeguate to ensure timely and effective remedial
action is taken in respect of deficiency £indings or to
obtain an authorative response where no action is proposed.

The Area Audit Nanager or Director concerneé shall be
responsible for the preparation of the final report which he
w1l) counter-sign and submit immediately to the Assistant
Secretary (Internal B2udit). All senior officers with
responsibility im the arez audited should receive a copy of
the final report.

The Adudit Committee will be provided with an "Executive
Summary” of all firnal Audit Reports

3 : . : - el 25 cn

tnder the Audit Act the Auditor-General is entitled to
access tc all records and material maintaired by the
Internal Audit Branch., Such materials and records should
therefore be made available for examination on the basis of
specific requests, The Auditor-General has no direct
control over Internal Audit but the Branch shall afford frll
cooperation at all times to his officers.

October 1584
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APPENDIX B

In recent years there has been an increasing emphasis on
accountability of government departments and instrumentalities.
Attention is being focussed increasingly on standards of
performance and the quality of decisions taken in managing
governrent functions. These chahges have been necessitated inter
alia by advancing technologies and particularly those associated
with management information and data processing systems. The
employment of such systems, without adequate inbuilt safeguards,
can lead to losses of management control and ultimately result in
inappropriate or wrong decisions being made. The more complex
the systems the greater the requirement for specially Gesigned
safeguards such as modern internmal auditing practices.

In this context the Auditor-General of Canada has described
sounély based internmal auditing as *...... one of the sharpest
and most effective tools available to management to énsure that
it manages the resources for which it is accountable
econonically, efficiently and effectively.” (Conspectus of the
100th Annual Report of the Auditcr—General of Canada: Resource
Management, 1978, Supply and Services, Ottawa, Canada).

The Public Accounts Committee in its 184th report, - "Internal
dudit in the Australian Public Service - A Discussion Paper®,
recommended:

"a1l departments and authorities should establish an Audit
Committee as a high priority. Such a2 Committee should be
appointed by the head of the organisation and chaired by him
or his deputy. It should also comprise three or four other
members chosen from divisional heads whose operations are
subject to audit and who have the experience and approach
:h%ch will ?nable the Committee to work effectively.” (para
.22 refers).

An Audit Conmittee has been therefore established in the

Department of Defence Support and its membership, objectives and
responsibilities are described below.
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The tomposition of the Audit Committee will be:
Chairman - Deputy Secretary (Materiel and Resources)
Mepbers = Deputy Secretary (Manufacturing)

- FAS (P & MC)

- FAS (Resources)

=~ A manager of an Establishment for a yearly

term on rotation
- Other Divisional Seads as invited by the

Chairman
Executive
Officer - Assistant Secretary (Internal Audit)
mTYT

On behalf of the Minister and the Secretary, the Audit Committee
will aim ¢o ensure that the Interna” Audit Fanctioln witrin the
Department assists all levels of rmanagement by furnishing them
with independent and objective analyses, appraisals ang
reconmendatons concerning management controls and auditable
activities reviewed,

B:-szQ:v:‘ra??,Y'hIDs
The Aucdit Committee shall be responsible for:

(i) monitoring the work program and the standard of
performance of the Internal Audit Branch

(ii) resolving problems highlighted by audit (including
by the Auditor~General) in the best incerests of
the Department, and

(1ii) keeping the Secretary informed of those matters
coming before the Committee which warrant the
attention of the Executive.

In carrying out its responsibilities, the Audit Committee shall:

(a) evaluate the adeguacy and effectiveness of strategic and
annual audit programs developed by the Assistant Secretay
(Internal Audit) examining the degree of coverage of
Departmental activities and the priorities reflected in
these plans and programs:

(b) suggest changes to the programs, reflecting the current
priorities of senior Departmental management;

{¢) assess the degree of cooperation between Internal Audit and
management and identify reasons for delayed or
unsatisfactory responses to audit representations or other
difficulties;
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(d) consider reports from the Assistant Secretary (Internal
audit) covering activities of the Internal Avdit Branch;

(¢) review identified deficiencies in operating controls and
review findings of internal and extenal audit reviews, and
the appropriateness of action taken to remedy any
deficiencies;

(f) mediate on unresolved audit findings in the best interests
of the Department;

(g) review developments in the f£ield of internal auditiqg and
the standards issued by the Institute of ‘Internal Aqd;to:s,
inc., Publi Service Beard, accounting bodies and other
regularoty orcanisations, and encourage the application of
the best technigues and audit standards;

(h) where appropriate, recommend to the Secretary fellocw-up
action on any matter relating to the aud.t function,

The Audit Committee does not have authority to vary the Internal
audit Charter, but it has the responsibility for recommending
amendment as and where considered necessary

oy TNG 32}

Standing Orders dealing with the Agenda and other admiqistrative
rmatters relating to the meetings of the Audit Committee are
attached.

ADGDST 1984
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Dates of Meeting

These shall be determined for the ensuing year at the June
Heeting

Agenda

These shall be prepared by the Assistant Secretary (Internal
Audit) in consultation with the Chairman

The order of business shall be:

(a) Approval of the Minutes of the previous meeting
(b) Matters aricing from the Minutes

(¢} Items put forward by the members ¢f the Committee
(d) Items put forward by other than Committee members

(e} Items put forward by the Assistant Secretary (Internal
Audit)

(£) Other business
(Itens put forward will be covered by a brief resume,
where necessary, and it will be indicated whether they
are for action or information. Where action is
required the proponent should indicate the decision
required,

Notice to Members of Business to be Considered

The agenda shall be sent to all members at least ten days

before a meeting., A supplementary agenda may be issued up

to four days prior to a meeting.

Minutes

A copy of the draft minutes shall be sent to members no

later than fourteen days after the meeting.

Records

a4 complete set of a1l papers and materials submitted to the

Audit Committee Meetings will be maintained within the

Internal Audit Branch.
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JOINT COMMITTEE OF PUBLIC ACCOUNTS

Inguiry into the Auditor-General's Report, September 1984

Submission by the Department of Education and Youth Affairs

Paragraph 7.1 — Central Administration of Student Assistance
Programs

This submission deals with the Auditor-General's comments on
the central administration of student assistance programs,
and his finding that there was a need for the Central Office
of the Department to exercise greater control and supervision
over the administration of the student assistance schemes
under review, ie the Tertiary Education Assistance Scheme
(TEAS), Secondary Allowances Scheme (SAS) and Assistance for
Isolated Children's Scheme (AIC).

2 To some extent, Departmental reactions to the Audit findings
are included in the Auditor-General's Report itself. The
present submission expands on some aspects, updates others and
presents a consolidated Departmental response to the Report as
a whole.

Background on Scheme Objectives etc

3 The objectives of the schemes are:

TEAS ~ To help students and their families who are less able
to afford the costs of a tertiary education by pro-
viding assistance on an income-tested but academlj
cally non-competitive basis for students undertaking
approved full-time post-secondary courses.

SAS - To help parents with a limited income to keep their
children at school for the final two years‘of secon-
day education through the provision of assistance on
an income-tested but academically non-competitive
basis for students in those two years.

AIC =~ To provide assistance for the parents’of chzldrgn
who, because of the geographic isolation of their
homes, are denied reasonable daily access to a
Government school providing courses of thg appro-
priate level. (The scheme covers both primary
and secondary levels of education and in addition
includes certain special provisions for pre-school
correspondence pupils, handicgppgd pupils and
pupils attending certain specialised educational
institutions.)
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4 The Department's internal objectives in administering the
schemes are to ensure that benefits are promptly paid to all
eligible clients, to ensure that scheme policies and rules
are applied consistently throughout the country so that
clients everywhere have equitable access to the schemes and
their benefits, and to observe due standards of efficiency
and accountability in the expenditure of funds.

5 The receipt of applications from scheme clients, and the

payment of benefits to clients, are functions performed-in the De-

partment's State Offices; the Department's Central Office
monitors the operation of the schemes by State Offices,
issues guidelines and directions for procedures, gives
directions on problem cases which may arise, co-ordinates
State Office activities where necessary, collects scheme
statistics, and of course advises the Minister on policy
development as well as matters relating to the national
administration of the schemes.

6 Scheme statistics (updated from p.38 of the Auditor-
General's Report) are:

Student Numbers
Receiving Assistance
as at 30 June 1984

Expenditure (Est.)
Calendar Year 1984

($,000)
TEAS 85,893 243,756
Sas 55,527 54,838
AIC 19,365 22,697

General Comment on Auditor-General's Findings

7 Bssentially the Auditor-General has recommended a greater
degree of centralisation in the management of day-to~day
scheme operations. The Department agrees with this assess-
ment of the situation and is taking steps, both through the
implementation of new systems. and through a strengthening

of Central Office staffing resources, to achieve this objec~
tive,

8 In particular, since the publication of the Auditor-
General's report additional staffing resources have in fact
been approved, for this purpose, for the Operations Section
of the Central Office's Student Assistance Programs Branch.
(Para. 7.1.7 of the Auditor-General's report of necessity re-
flected a degree of uncertainty as to whether this would in
fact happen. )

9 Another point of particular importance, affecting as it

does. almost all the areas of administration commented on by

the Auditor-General, is that the Department is now gearing up
for the introduction of "EDYCOMP" - an ADP system under which
the processing of student assistance applications and the imple~
mentation of related management information and control systems
will be much more fully computerised than they are under the
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present mixture of manual systems and a limited ADP capacity.
When EDYCOMP becomes operational, it is expected that many

of the specific deficiencies identified by the Auditor-
General in the areas of a t and re-a t of
applications, provision of management information on pexrfor-
mance, checks on aspects of eligibility and entitlement in-
cluding income verification, and cross-check of applications
between schemes will be addressed as an intrinsic part of the
design of EDYCOMP itself. (At the same time, action is also
being taken tc improve existing systems to the extent possible
in the meantime.}

10 Comments on the specific matters raised by the Auditor=-
General follow. In most tases it will be seen that the De~
partment. accepts the Auditor-~General's finding and is taking
appropriate action to improve systems and controls. Where we
disagree, we give the reason and indicate what we are doing
to ensure appropriate standards of control and supervision.

11 As a general comment on the substance of the specific
matters raised in the Auditor-General's Report, it should

be noted that the underlying concern in most cases is over

the adequacy or otherwise of procedures rather than over any
evidence of actual error or financial loss to the Commonwealth.

Comment on Specific Issues

12 In para. 7.1.2, the Auditor-General drew attention to two

instances where the policy guidelines manuals issued to State

Offices did not reflect the properly authorised policy on par-
ticular points. These were:

. In treating Income Equalisation Deposits under
scheme income tests, the manuals allowed a particu-
lar concession that was not provided for in scheme
regulations. Comment: The Audit criticism was
correct at the time. However, this anomaly no longer
exists, because of a recent change to IED legislation.
We will ensure that in future the guidelines reflect
the regulations.

. In treating lump sum payments under scheme income tests,
the manuals specified a wider range of such payments
than was specified in scheme regulations., Comment:
Again, Audit are quite right. A 1981 amendment to the
regulations, intended to cover this matter, was inade-
quate. Action is now under way to bring the regula-
tions and manuals into line on this point.

13 In para. 7.1.3, the Auditor-General raised a number of
questions relating to standaxds of performance in the pro-
cessing of applications and the monitoring and review of
those standards. The spegific points raised and our comment
on each, are:

. the Department did not lay down specific standards
for acceptable processing times. Comment: This is
correct, but, we believe, justifiable. The Depart-
ment has in the past looked at the possibility of
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setting a specific standard time for the pro-

céssing of an individual application, but has con~
cluded that, given the limits on resources, it is .
much more practicable to monitor the overall process- *
ing performance of a State Office on the total body

of applications received - especially having in mind
the wide variations between individual applications
with regard to such factors as nature and complexity

of the course being undertaken, the income, employ-
ment and family circumstances of the individual appli-
cant and other variables affecting individual eli-
gibility and entitlement. Even in regard to the per-
formance of a State Office as a whole, it is not
possible to lay down hard and fast processing stand-
ards, given the many factors that affect the rate at
which which applications are lodged and the timing of
peak workloads, the incidence of particularly complex
applications, and other variables such as those men-
tioned by the Auditor-General himself (policy changes,
system modifications, industrial disputes etc.). Again,
there are variations between the different States with
regard to the number and nature of institutions, the
nature of student bodies, differing course structures
and term dates etc.

The Department has therefore chosen to monitor per-
formance in fairly broad terms, by watching the pro-
portion of applications processed by each State Office,
and the average turnaround time for individual applica-
tions, as the year progresses. With regard to overall
processing rates, we would hope that by the beginning
of April {ie after the end-of-March TEAS closing date),
something like three-quarters of all applications re-
ceived would have been processed. With regard to turn-
around time for individual applications, we have re-
garded four weeks as a reasonable maximum, stretching
to six or even eight weeks at times of peak work load,
and we have regarded any reports of longer turnaround
times as a matter for concern and for remedial action
if at all possible. However, for the reasons given
above, we have never felt that these broad yardsticks
could be formally laid down for hard and fast imple-—
mentation.

The Department's practice of comparing processing
rates with those of the previous year pre-supposed
that the results of the previous year were satisfac-
tory. Comment: Not so. Our reason for comparing each
year's performance with that of the previous year is
simply to know whether or not our performance is im—
proving. This seems to us to be an eminently sensible
thing to do. Any deterioration in performance is ex~
amined to see whethér the State Office should be re-
quired to provide an explanation and remedial measures
instituted.
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. Reports on turnaround times were irregular. Comment:
This 1s correct. We recognise that we need to take
action to reactivate the regular production of statis-~
tics on turnaround times for the processing of applica-
tions. Our aim is to have fortnighly reports, and
we have taken steps for this to be implemented as
soon as possible through the existing ADP system.

. The half-yearly statistical reports were taking up
to seven months to produce. Comment: This is correct.
Pending the introduction of EDYCOMP, there are limita-~

- tions upon the capacity of the present system to pro-

duce the half-yearly reports in full detail as quickly
as we would like; however, we are taking steps to
achieve some reduction in the recent level of delays
and in addition we are arranging for a set of key
statistics, in broad total form, to be produced within
one month of each half-year period.

. State Offices were not being provided with adequate
feedback on processing statistics. Comment: This is
correct. Action is now being taken to ensure that
adequate feedback is provided in future.

. Better management information about factors which
make reassessments necessary is desirable. Comment:
We agree with this and will inject this requirement
into the development of the management information
systems that will form part of EDYCOMP.

14 In para. 7.1.4, the Auditor-General drew attention to the
fact that there was no uniform system of guality control
checks on the processing of applications by all State Offices.
Comment: This is correct, and we accept the need to remedy
this. As reported by the Auditor-General, an attempt was
made some years ago to develop a uniform system but this was
not followed through, and present practice is for each State
Office to apply its own quality control measures. The fact
that Central Office did not impose a uniform system on State
Offices was largely due to the tightened staff ceiling situation
at the time and the recognition that State Offices. could
maintain a substantial guality control effort only at the
expense of delaying the delivery of services to clients.
However, we recognise the need for a consistent base of
guality control procedures throughout the States and we are
now taking steps to develop and implement such a set of pro-
cedures. BAs a first step, information has been obtained

from State Offices about their existing procedures, and a
uniform national system is now being drawn up.

15 In para. 7.1.5, the Auditor-General raised two matters
relating to the checking.procedures applied by the Department
to income and other claims made in clients® applications.

The two matters are:
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Ingufficient evaluation by Central Office of the
sample checks that are carried out by State Offices
on student eligibility and entitlement. (These sample
checks cover such aspects as whether the applicant is
in receipt of another Commonwealth award and what the
applicant's citizenship status is.) A particular
criticism was that Central Office did not assess in

a systematic and comprehensive way the cost-effective-
ness of the checks that had been undertaken. Comment:
The Department accepts the importance of maintaining
a series of checks of this kind and of evaluating the
effectiveness of the checks. Since the Auditor-
General's report was written, a number of improve-
ments have already been made, including the deletion
of some checks which were not proving cost effective
in terms of the order of over-payments being discov-
ered. In addition, with the coming of EDYCOMP, greater
emphasis will be placed on carrying out these checks
before payments are made to clients.

Inadequate definition by the Department of its require-
ments of the Tax Office, by way of verifying a sample
of income claims by applicants; and a failure to up-
date those requirements. Comment: We do not entirely
accept the criticisms. The present arrangements for
income verification were defined in negotiation with the
Tax Office in 1976; for all practical intents and pur=~
poses, the requirements then defined were adequate, and
they have not required up-dating since that time because
the nature of the income test under the schemes has not
significantly changed. 1In any event, all this is now
being overtaken by events, in that the Department is
currently negotiating with the Tax 0ffice to define

the income verification requirements that can apply
under EDYCOMP. In implementing the new arrangements

we will observe the recommendations of the Auditor-
General with regard to consistency between States,
adequate definition of requirements and any necessary
up~-dating.

16 In para. 7.l1.6 the Auditor-General raised four aspects

of general administration, as follows:

A need for Central Office to standardise the range of
documentation used in State Offices to provide detailed
guidance to staff in the day-to-day administration of
schemes. Comment: The Department does not agree that
complete standardisation is practicable or desirable.
Differing local conditions require differing local pro-
cedures. (To give just one example, the differing
supply/demand situation for tutors under the Aboriginal
S dary Grants Sch between, say, WA and ACT, calls
for different recruitment procedures and different rates
of pay.) However, we accept that Central Office needs
to 'be aware of variations between States in local docu-
mentation; and Central Office now maintains details of
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State Office reference material and examines them to
ensure consistency with overall policy and procedures.

+ Some deficiencies in documentation and in follow-up
action in relation to an ADP program that had recently
been developed for the cross-checking of beneficiaries
between States and schemes as a protection against
"double-dipping“. Comment: We do not entirely agree
with Audit that the original documentation was inade~
quate. However, this has been overtaken by events,
in that action is now under way to obtain further com-
ments from State Offices on their experience in using
the program, after which action will be taken to modify
the system for future use and issuc appropriate docu~
mentation.

« DLimitations upon the capacity of State Offices to take
effective prosection action when offences are committed
under the Student Assistance Act or the Crimes Act.
Comment: We acknowledge the problem and will continue
to work for improvements'in this area. However, some
of the causes are beyond departmental control. ({For
example, the withdrawal of services by the Federal Police,
and restrictions on staffing resources, have severely
limited the Department's capacity to undertake necessary
investigation work associated with the location and pro~
secution of offenders.)

+» A lack of formalised standard procedures for ADP systems
development. Comment: Since the time when this criti-
cism was penned, the Department has instituted comprehen-
sive changes in the management of ADP development work,
involving users at appropriate levels, identifying mile-
stones for critical paths, assigning responsibilities
for specified task etc. We believe that these changes
satisfy the Audit requirements.

Summary

17 The Department accepts the thrust of the Auditor-General's
report towards a greater degree of centralised control over
scheme administration and is taking action on a number of
fronts to meet specific criticisms, most notably through the
strengthening of staffing resources in the Central Office
operations area and the development of improved ADP systems,
administrative and statistical documentation and procedures.

A summary of action being taken, showing the state of play

on each item, is attached.

Names of Witnesses

18 Should the Committee choose to conduct a public hearing
on this matter the names and designations of the probable
witnesses from the Department are:
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Mr P Bowler

., Mr D Moss

Mr G Seymour

29 November 1984

Pirst Assistant Secretary,
General Student Assistance Division

Director, Operations Section, Student
Assistance Program Management Branch

Assistant Secretary, ADP Branch.
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In operation already.

Introduction of new ADP
systen is planned for

start of 1987.

EXPECTED COMPLETION DATE
Action completed.

Action continuing.

be

taken into account for income checking purposes
This aspect

to be included in forthecoming discussions with

maxation referred to in item 1l.

but details of
in Central

assist

Pre-assessment income verification is subject to

negotiations with Taxation Office, which are

being arranged.
Memorandum sent to Taxation Office in May 1985

(ie overstatement of income) were issued to
Pre-assessment checking is being examined as part
of project to introduce upgraded ADP systems.
outlining types of income and deductions to

Uniform procedures for the cases in question
State Offices in November 1984.

reference material are maintained

Total ovegsight' not practicable,
Office.

PROGRESS TOQ DATE

under

12y5ced for consultation with ATO with a view to

101ncome verification - standardisation of
defining information to be sought under

follow-up procedures.
verification checks in upgraded ADP system

{including income verification}.
provisions of Income Tax Assessment Act.

preparation, distribution and use of local

13yeed for Central Office to oversight
reference material.

llgreater emphasis on pre-assessment

STEPS TO BE TAKEN

o
»n
(=3

\T COMMITTEE OF PUBLIC ACCOUNTS
TV into the Auditor General's Report, September 1984
ssTon Bx the Uegartment of Healfﬁ“

The Auditor-General's Report of September 1984 reported on an
examination of the control of the Internal Audit function by the
Departmental Audit Committee, and the procedures whereby the Branch
manages and controls those resources.

£

0

=
E] = =3

=5

The findings of the Audit were discussed with Departmental staff
before finalisation. It was during these discussions that it became
obvious:

1. That the comments being made by the Auditor
General were based on a small sample of Audits
compieted.

2. The Audits selected were not representative
of the Audits conducted by the Branch as a
whole.

3. Differences in philosophy were apparent
between the two Audit areas and these
differences were not resolved.

4. At no time did the Auditor-General
comment on the quality and effectiveness
of the Audits conducted or on the results
achieved,

None the less a number of Audit recommendations were regarded

as being of assistance and. these have been implemented by the
Department, Listed below. is a detailed response to the comments
made by the Auditor-General which follows closely the comments
made by this Department in replying to the Auditor-General’s
correspondence in this matter.

1. Strategic Audit Plan

1.1 The Auditor-General raised the point that
there was no. indication that the 1984/86
Strategic Audit Plan (SAP) had been
approved by the Director-General or the
Departmental Audit Committee (DAC) although
it had been presented to the Committee in
March 1984.

1,2 It is acknowledged that the SAP was not
formally approved at that time. This
was due to an oversight in the course of
the discussions of the Committee, At a
subsequent meeting in August 1984 it was
noted. by the DAC. that although no formal
statement had been made the previous
meeting had approved the SAP' by consensus.

1.3 A comment was made on the Jack of updating

of the 1981/83 SAP during its currency to
allow for changes in organisation functions
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1.4

o2,

and priorities. During that period, few
changes occurred in the organisational
structure of the Department until late
in.1983 when the Surveillance and
Investigation Division was created. In
the knowledge that the 1984/86 SAP was
shortly to be prepared, the then current
plan was not amended. Within the Timited
resources of the Internal Audit Branch.
priority is given to carrying out audits
and while the need for changes to planning
documentation is recognised, their implen-
g:::g;on is at a time convenient to the

The SAP for the Regional Offices as submit:
o the DAC was in the form of a Tisting ;: red
the headings of auditable areas in the
Regions together with the frequency of

audit coverage. The plan was submitfed in
this. fashion so as to show concisely the
audit coverage, The jobs were not given
absolute priorities, However, the frequency
of p]anned‘.audit coverage i.e, once, twice

or three times within the three year period -
Was a measure of the relative priorities.

2. Annual Work Programme

2.1

2.

N

2.3

The Auditor-General reported that there

no indication that the Annual Work Progr:;s
(AWP) was provided to the DAC for approval
or that the Committee was advised of the
allocation of available resources.,

The 1984.AWP was based on expected resources
at the time of preparation in Novembar 1983,
At that time a reorganisation of the Branch
had been proposed and additional staff
ceiling cover of 5 had been approved from
March 1984, It was realised at the DAC
meeting in March 1984 and the subsequent
Management Committee meeting that the
reorganisation proposal would not be
resolved in the short term and the AWP

was appropriately adjusted in July 1984

in the normal six monthly review which the
Branch carries out,

The resource allocation and timing of jobs

for 1984 in Central Office were included: on
the SAP for approval by the DAC. Similar "
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3.

data for each of the Regions were not
indicated in order to reduce the quantity
of detail to be considered by the Committee.
The revised AWP and SAP of July 1984 have
been combined for all States.

2.4 1t was reported that where internal audit

resources were 1imited the Department had
reduced mandays for jobs rather than
applying priorities to jobs. This statement
reflects a lack of understanding of the
planning concepts being used at the time.

2.5 It is not Internal Audit policy to reduce

the scope of an audit merely to fit the
resources allocated to it. As a means of
ensuring timely reports and in order to
build up experience of times for audit
assignments it has been the policy to use,
as far as practicable, a standard number
of mandays (i.e. 20 days) for each audit
unit. In cases where an audit might
otherwise have been given a greater time
budget it would well be broken into
several more manageable units each of the
standard size. This does not imply a
reduction of the scope of the audit to
fit resource availability.

2.6 In many cases the practical auditable
units were Targer than the standard and
budgeted times. were exceeded. The .
experience gained in these cases is being
applied in the 1984786 SAP,

Audit Control

3.1 The Auditor-General reported that some
cases were Yound where records of actual
time taken were not compared with budgeted
times during the audit to provide contrel
of time spent. Formal comparison of
actual and budgeted times while an audit
is in progress is at the discretion of
Internal Audit Management. A field audit
plan in general use since late 1983
provides for the allocation of times to the
various stages of the audit and encourages
field auditors to consider the progress of
their work against budgsted fimes. At the
end of each month, however, each auditor
reports on his actual time and progress for
the past month and his expected allocation
of time for the succeeding month. A
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4,

comparison of actval and budget times
for each audit assignment is carried out
by internal audit management to assess
these times against the results being
achieved rather than against the
original budgeted time, which is only
considered.an initial indicator,

3.2 A number of cases where time overruns
had occurred were noted. As stated in
paragraphs 2.5 and 2.6 above, the policy
of moving towards a standardised audit
unit resulted in many cases where the
logical division of an audit resulted in
auditablie units which proved Targer than
the standard, With the incorporation of
this experience into future work plans the
incidence of such overruns will decrease,

3.3 Excess time spent on other jobs is only
one reason for jobs on the AWP not being
commenced, The AWP is not fixed, Audits
are included in the program on the basis
of the best information available at the
time of its preparation and may be resched-
uled or replaced if changes in departmental
priorities or other special circumstances
occur. The Audit Committee accepts that
low priority audits may be reprogrammed
a number of times.

3.4 Analysis by the Audit Office suggested to
that Office that work planned and achieved
as compared with the total auditable areas
in the Department was not satisfactory,

The idea of compiete coverage of all auditable
areas in the Department within the three year
period is excelient in theory. However, given
finite resources in a dynamic department, it
is not practicable. The only useful measure
of performance is of the work achieved
compared with the approved work planned.

The Audit Committee was made aware of the

work carried out against the SAP and

accepted the coverage achieved as satisfactory.

Review and Quality Assurance

4.1 The Audit Report deals with findings of
the audit conducted in Central Office, an
area which contains only 30% of the total
general audit staff, Discussions with
Audit Office staff indicated that the
findings were taken from a small number

124

5.

.5.

d

" audits conducted in Central Office an
3;12: represented only some 4% of the total
audits conducted in a year.

deficiencies existed they would have
42 Egee:erestr‘lcted to a small number of audzgs
and' performance in these areas is 1rnpr£ov q.
A number of the matters raised are no
considered to be deficieicies

r level of testing was due
Egea:lov;:phasis on system documentgt:jon
and: control evaluation in the period
of the 1981/83 SAP and greater emphasis
is now being placed on testing.

i those
audit reports concentrated on
matters considered to be of use to .
management rather thgn reporting on every
aspect of the objectives.

mentation of systems varies from
gﬁ:’é 3sed by the Audit Office but is
considered to compare favourably with
other internal audit areas within the
Public Service.

ity assurance program-in operation

43 Iv?ihg:a]caeylnternal Audit Branch cons1sti of

a review by three officers (State Manﬁg);eﬁ,w

Central Office Manager and Branch Heab for

audits conducted in State offices or By 1o

officers (Centr?loggice M?:agﬁh::dca::nthe

in Centra ce. In

}f{sig% rgview by the appropriate 10:;1 ma::ger

concentrates on detail while the su se;q1 en

reviews are concerned with matters sucl 2 o

format and presentation as well as comps

of the report with the supporting papers.

t felt that this approach results in a
:lor;sthorough and flexible review than the
questionnaire approach vecommended by Paper
Number 25 of the Interdepartmental Advisory
Committee on Internal Audit.

ADP_Audit

i ADP audit
3 acknowledged that planning for
51 \f:gr:swas defic‘ignt 1'1; t?etﬁgszﬁp Xﬁg$¥e§éction
ing for the work o :
g;a:gcan?ntegrated with that for other audit
work in the 1984/86 SAP and AWP.
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.5, '

5.2 A separate methodology was not established
for ADP audits as it was considerad that
the same principles and basic methods applied
t0 audits of ADP based systems as to any other
audit, The differences He in the tools angd
techniques used. A section on techniques
applicable is being included in the Internal
Audit Manual, Guidelines for consulting work
on ADP systems undey development will ajsp be
included in the manual,

COUNTS
6. Internal Audit Manual JOINT COMMITIEE OF PUBLIC AC

| - ‘S _REPORT (SEPTEMBER 1984)
effectiveness. has not been specifically inc]uqed ! [NQUIRY INTO AUDITOR~GENERAL'S

being considered as part of the total of review
methods in the Department,

7. Lonclusion
e bONClusion

7.1 The Departmant 1s aware that some probiems
existed in high Tevel planning for the internal
audit function, The revised format and integration
of the Strategic Audit Plan. and Annual Work Program;
the approval by the Departmental Audit Committee of
changes to the plan; the growing experience of
times of audit tasks; and the fncreased review of
time taken will Targely solve these problems,

G AND CONSTRUCTYON
) : ! SUBMISSION BY DEPARTMENT OF HOUSIN
7.2 hould be noted that the Auditor-General's

It s ION
Report does not fndicate deficiencies in the ON GENERAL WORKS DIVISION, ACT REG

Internal Audit 8ranch is aware of the need to
maintain this, Increased standardisation
throughout the 8ranch along with the revision of
the Internal Audit Manual and continued attention
to the review of work carried out should mai ntain
or improve this quality of work.

30 November 1984
S=Avember 1984

DECEMBER 1984
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INDEX
! SECTION 1 : INTRODUCTION
Section . i
—_— Subject 1. In 1984 officers of the ACT Region of the Australian
Page mo i Audit Office conducted an audit on the General Works Division
of the Department’s ACT Region and reported their findings to
1 the Region in June 1984. 1In September 1984 the Auditor-
INTRODUCTION General's report, which included a summary of the Regions
Findings of tn 1 response, was tabled in Parliament.
‘ z € Auditor-General
+ Overview of Departmental Submission 1.1 The report which followed an extensive audit was not
adverse to the actions and developments in the General Works
area,
2 D,
Igvﬁggiigm OF ASSET MANAGEMENT PROCEDURES | 1.2 In responding to the Auditor-General's report to
MENT OF HOUSING AND CONSTRUCTION Parliament we believe that full account should be taken of the
. Depart i . 4 progressive steps taken by the Department to implement the
. Role a:lgntalpl?:?cuves and Functions recommendations of a Joint Management Review of General Works
Divisi Activities of General Works Functions (JMR) conducted in 1982 and the consequent workload
. Joint ;ns ! on Regional resources to put into effect the changes in operations
I anagement Review of General Work and procedures. A copy of the JMR report was forwarded to the
: Pg‘gie’;:gfzrﬁ;:: tm_E JMR orks Auditor-General in February 1982,
ation Review !
. 1.3 A summary of the JMR of General Works and the effects on
. the Division is at paragraphs 2.11 to 2.19.
3 COMMENTS
o OF FINDINGS OF THE
AND CONSEQUENTIAL A AUDITOR-GENERAL indi ;
CTIONS BY DEP Findings of the Auditor-General
RECTIFY IDENTIFIED D ARTMENT TO
FICIENCIES )
2 . 1.4 The matters raised by the Auditor-General can be placed

I in two categories:

.

.
! {a) the first being those arising from the implementation
: of the IJMR reccmmendations
I

! Asset Control System - he queried the completeness

! of computer based records, the method of obtaining

, details of assets, the level of professional input
into inspections, and whether the non capture of data

/ would effect the system and impose cost penalties

in the future

Maintenance Program Formulation - he requested
assurance as to tne quality and accuracy of inspection
reports, that they were completed on time and that
officers' other responsibilities were not unduly
affected by inspection requirements

Maintenance Program Management - he requested advice
as to the backlog of maintenance recommended but not
funded in 1983/84 and the duplication of effort by
ACT Schools Authority and Department of Territories
and Local Government both carrying out inspections
as well as the Department of Housing and Construction

128
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(b)  the second bei.
: g tho
existing procedgres Se concerned with observance of

Stores ~ he noted that stocktakes had not been carried

out for 3 years
of date ¥ and that the procedure manual was out

Pl -

ou:ntthehria found that stocktakes had not been carried

deficiencienu‘?l Was out of date and that there were
S in the administration of the plant pool

Cost Cards ~ he re
ported that the Region 3
gz;gﬁzlnmg manual cost cards in pargllelw:ztit:ii
partmental Accounts and Information System {DAIS)
1l.s Findings of the i ,
detaig eceror 3.Auda.tor General and DHC comments are

Overview of Departmental Submission

1.8 In the first cat
. . egory [l.4(a)above] are indi
E}L:::l}fiv:f é:l;e Aud:.tor-c-;er.leral directly relateghiofég::ngs and
. are, occurring through implementation of gh: JMR

1,7 Th ig) i
progran zsiASr 1I:;:g:.c:n Now prepares its repairs and maintenance
Poogram usi ga E'A§Set Control sSystem (ACS) which hds a
oonger economiga :.héty to enable generation of information
n the quoyimi Eer ormance °’? assets and further improvment
Of asseciirity 2 forward.estlmates. Individual inspection,
aniform panir,, © be 9arr1:ed out to eventually provide a ¥
on acamy Casis hgrtestlmatn.ng and presentation of informatio
and merey Story and enable effectiveness of operati, s
e€nance throughout Australia to be assesseq. aeions

he i

oragﬁ:dtlii;:pltoe j(:_he fact that they did not have the resources
hat gs Ultimatelnspect_eyety, asset -and record every detail !
A managenecina ~Y required for the systems total operation
liseingomen aser:i:tsz.on was rpade that they would concentrate ;
carriog oLl e sets and ?he:.r_maintenance cycle and, as the on
e details of that Jeser for hcyeigns’; SASY would Complete

¢ 3 usion i i

1s considered the appropriate method of :2;;1::fngcfﬂe :‘:;:
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1.9 Program formulation guidelines introduced in April
1983 for the preparation of repairs and maintenance programs
(i.e. specific preventative and corrective maintenance works
over $3000 seen as necessary for the preservation of assets
in good order) have récognised the wastefulness of preparing
estimates for works which never achieve program status,

The guidelines have introduced a new step into the process
whereby the Department and the client agree, prior to
inspections being carried out, on the clients priorities for
the inspection program. This allows DHC to concentrate on
those items most likely to achieve program status in the

following year.

1.10 In addition the Region has recognised the magnitude

of the task of making ACS fully operational and for upgrading
the quality of program estimates by initiating actions for
substantial increases in the number of staff used.

l.11 The ACT Schools Authority and the Department of Terri-
tories and Local Government have responsibility for day-to-~day
operations and to ensure tenant satisfaction. They have
delegations to budget for and arrange for works up to $750, and
accordingly, clearly have a responsibility for some inspections.
This delegation releases DHC from a multitude of minor
inspections and duplication is kept to a minimum through co-
ordination with those bodies.

Stores, Plant and Cost Cards

1.12 The Auditor-~General's report states that stocktakes were
not carried out. Some stocktakes were carried out in accordance
with the Regions stocktake program. The stocktakes which the
Region deferred, through lack of resources, were not approved
in accordance with the reguirements of the Audit Act., The ACT
Region has been advised of its responsibilities in this matter
and it has submitted programs for approval to address the
backlog. This also applies to the stocktakes in the plant area.

1.13 The production of new Supply and Plant Manuals has reached
an advanced stage. Both are scheduled to be issued early in 1985.

1.14 A significant proportion of General Works activities are
of short duration and wages employees expenditure must be on a
daily balance basis. Pending the full development of DAIS the
General Works Division will maintain the existing cost card system
to provide this necessary information.
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SECTION 2 : DEVELOPMENT OF ASSET MANAGEMENT PROCEDURES
IN DEPARTMENT OF HOUSING AND CONSTRUCTION

2. Prior to 1972 the Department operated through separate
multi-~discipline teams in design and construction. In 1972 the
Department pioneered Project Management for major new works by
combining the design and construction functions under a Project
Manager who controls multi-discipline teams. At the same time
General Works Divisions were progressively introduced into
Regions to handle the design and construction of minor new
works and to plan and execute repairs and maintenance.

2.1 Initially there was 1o separate General Works Division
in Central Office, this was introduced in 1976 as a result of
a recommendation of the Administrative Review Committee.

2.2 In 1981 the Department initiated a Joint Management Review
into General Works Functions. Since August 1982, following a
definitive statement of the objectives, functions and roles of
the General Works Division, the major recommendations of the
JMR are progressively being implemented.

Objectives and Functions

2.3 The major objective of the General Works Divisions is to
contribute towards the achievement of DHC's Corporate Objectives
by providing appropriate advice to Management on policies and
practices within General Works Division's areas of responsibility
and the planning and execution of the repairs and maintenance,

minor new works and operational components of Commonwealth works
responsibilities of the Department.

Roles

2.4  General Works Divisions have been established in Central
Office and Regions to carry out the above functions and their
respective roles and responsibilities include:

2.5 Central Office role encompasses the development and
overall coordination of policies and practices for the General
Works functions on a national basis; participation in the
overall Departmental policy-making process including the
provision of information and advice on General Works matters

to the Minister, Secretary, other Division Heads and Regional
Directors.
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2.13
the Auditor General.

2.14 In line with the r

Copies of reports on implementation are supplied to

ecommendations of the JMR, signifi-

ade to the management and operational

cant changes have been m
procedures of the 1 Works functions at both CO and
Regional levels.

Genera,
These include:

. redevelopment of the Asset control System (ACS)
to provide additional programming/work planning
capabilities and to upgrade the system to 2
"data base" format

. issue by Department of Finance of "Australian
Government Repairs and Maintenance - Budgeting
Administrative Procedures" as a Finance Circular
(1984/10) which details the procedures and steps
to be carried out in formulation of repairs and
maintenance prograns

. issue of guidelines for preparation of Sections
i and 2 Repairs and Maintenance Programs

restructuring of the organisation in Central

Office and the Regions to improve management

and to resource recommended changes in

operations and procedures.

tation Team's efforts initiated the Division's
role as asset managers and the strategy developed by them which
is being continued by line management, will provide General
Works with the capability to forecast programs and provide
clients with advice on cost penalities as a consequence of not

carrying out maintenance.

2.15 The Implemen

2.16 The major factors agffecting the rate at which an expanded
asset management service and other recommendations made can be

introduced are:
the scale, nature and geographic dispersal of
Commonwealth assets (DHC looks after some 40,000
building assets, 13,000 residences and 7,000

engineering systems)

. the ongoing and immediate nature of maintenance on
these assets and the continuing effort in planning,
executing and controlling the expenditure of $240m on

repairs and maintenance and a workforce of just under

4,000 people together with the management of minor

contracts for the provision of works and services
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SECTION 3 : COMMENTS ON FINDINGS OF THE AUDITOR~GENERAL
AND CONSEQUENT ACTIONS

Asset Control System (ACS)

3. vntil 1981 the ACT Region had been preparing their
repairs and maintenance recommendations using Section 2 Asset
Maintenance Planning (STAMP). This system relied on a
theoretical general formulae relating form of construction
and size and age to forecast maintenance needs but did not
address the total needs of asset management.

3.1 In 1983, to conform with a JMR recommendation to produce
uniform methods of estimating and presentation to clients, the
ACT introduced the Asset Control System (ACS) as the method of
preparing repairs and maintenance programs. This system permits
the programming of specific inspection cycles for different
types of assets (commonly 5 years external and 7 years internal
for most building assets) and has the longer term potential to
generate information on the economic performance of assets.

The ACT Region has a significant task in collecting details on
some 17,000 assets.

3.2 The Auditor—-General's review was carried out during the
changeover from STAMP to ACS and in its report found:

. early in 1984, approximately 20% of commonwealth
buildings had not been inspected and incorporated
into the ACS

. the prescribed form was not being ugsed for purposes
of initial inspections, resulting in a wide range
of infommation (including the use of assets, date
constructed, maintenance standard, cost of construc-
tion, and modification costs) not being recorded for
input to the computer

. the initial inspections continued to be performed
by works supervisors and estimators without
professional input or review by architectural
or engineering specialists notwithstanding the
recommendation of a previous Joint Management
Review (JMR)

3.3 The Department was requested to:

advise how it could ensure information in ACS was
complete and accurate and that cost penalties were
not incurred in subsequently obtaining and entering
data

. advise on the effect non-capture of data would
have on future development of the system.
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3.4 The initia) information recorded by the acT Region was
the total number of assets in the Region and the due date
for their next inspection, Because of the limited resources

efficient, method of adopting the new system was to include
only those specific details of the asset, for the system to
be operational. The capture of full details at the initial
stage is not required for the system to produce inspection
programs. Full details of assets will be included on the
prescribed fomm for entry into ACS as they are inspected in
accordance with the cyclical program,

3.5 The ACS now contains a list of all assets and is able to
produce inspection programs to satisfy repairs and maintenance
program formulation needs,

experience of repairs and maintenance on that asset. However,

in line with the JMR recommendations and, introduced after the
Auditor-General's report, all recommendations are now revieyed by
Area Managers as part of the Region’'s new operational procedures.

3.7 The prescribed form for input of data into the ACS system
contains many details that can only be obtained by inspection
of the asset. There is a minimum amount of information

that can be registered into the system that will allow it

to operate as a register of assets and produce inspection
brograms. These details have been, where possible, recovereg
from the data held by STAMP and the use of the prescribed

form was not necessary.

3.8 In the ACT Region an expanded Asset Control Group
under the directivn of a Chief Technical Officer (Buildings)
and consisting of an Administrative Group headed by a Clerk
Class 8 and another group of Works Supervisors covering the
various trades is being established, The ACS Group will be
responsible for all asset inspections, formulate that part
of the program developed from ACS input, and maintain all
asset records. Part of the responsibility of the Adminis—
trative Group will be to reduce progressively the backlog
of data still to be put into the AcCs.

138

Program Formulation

3.9 The Department was requested to advise how the Region
could ensure:

i i Inspection
lity and accuracy of Ma:.ntegance ;
;:2;03:: (MéR's) and hence the Repairs and Maintenance

proposals

the completion of required inspections in a timely
manner, and

ibili visors
other responsibilities of works.Super s
nge not unduly affected by inspection requirements,

i for ‘asset
use of ACS now provides a program .
:?.x.xigect’il.‘}olgs in a timely manner and with th(:: strengthening ofmi
the control group (see 3.8 above) t?f gﬁal;ﬁ{ugiig:eiﬁrgzépzct
i imeliness will improve as wi e ;
gl;etfxetpresent inspection workload on Works Supervisors.

. . fnt-
. uidelines for the preparation of repairs and main
gn]é%xce grograms were issned by the JMR Implelpentatf.oncg‘s:rslar
in 1983 and in June 1984 the Department of Fn}axéce sce T
1984/10 "Australian Government Repaﬂ.rs and Ma:.g en;;ese
Budgeting Administrative Procedures" was lss'uet.bles se
documents define responsib:.]‘.ltz.es gnd set t;.r::.: s,
ensure program formulation is carried out within ¢

constraints.

Program Management

3.12 e Auditor-General required advice from the Department
as to:

i i been originally
extent of maintenance which had i
:zgommended but which it had not been practicable to
perform in the ACT as. to 30 June 1984

i i i tions by the
lication of effort through inspec
g:gartment of Territories and Local Government and
ACT Schools Authority.

i t included in the
e value of scheduled maintenance no 0
Ii(}}‘akeggzms 1983/84 recommended regéa;ﬁ ;Tg\dmal'rl"::n;;:oved
t of a total o . M.
B s Thae e ent in the Budget context
am was that agreed by the t}overmfl t i t
gfxggiook into account the relative pr:.on.t:.eslof all Common:
wealth funded repairs and maintenance proposals.



3.14 In accordance with Finance Circular 1983/l Departments/
Authorities may carry out minor repairs and maintenance without
reference to DHC up to a value of $750. The underlying purpose
of this delegation is to ensure speedy completion of jobs, to
simplify adminisgtration and to free DHC from a multiplicity of
small, straight-forward jobs.

3.15 This delegation gives the potential for duplication of
effort by both the ACT Schools Authority, whose responsibility
includes inspections to.ensure that schools are functioning
correctly and the Department of Territories and Local Government
which, as owner/landlord of large holdings of housing assets,
has responsibility for regular inspections of these assets,
particularly at tenant changeover. Duplication is kept to

a minimum through continuing co-ordination with the ACT
Schools Authority whilst a Joint Working Party is examining
ways to ensure this with the Department of Territories and
Local Government.

Stores

3.15 The audit revealed that stocktaking had not been
carried out for almost 3 years and the Procedure Manual was
out of date.

3.17 It is acknowledged that, as required by Finance
Directions, approval was not given by the Secretary to the
Department to deferral of some stocktakes. In September
1984 the Secretary wrote to the Director of the ACT Region
instructing him to ensure that in accordance with Finance
Directions {Section 26) and the Audit Act (Section 4lc)
annual stocktaking preograms are maintained and that if
this is not possible for any reason his approval be sought
for deferrement,

3.18 Programs for stocktakes have been prepared and progress
is being made on catching up the backlog that exists,

3.19 The Supply Manual which was being redrafted in CO to
reflect cthanges recommended by a "Review of Supply Operations”
and to reflect the provisions of the new DAS "Commonwealth
Purchasing Manual" has been now given a higher priority and
is due for issue early in 1985.

Plant
3.20 Audit considered that there were control deficiencies
in the administration of the plant pool, the Plant Manual was
out of date and some stocktakes had not been undertaken.

3.21 The stocktakes are covered in Item 3.17 and 3.18 above,
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3.22 The revision of the Plant Manual is being carried out
in Central Office. The draft was sent to Regions for comment
in November 1984, It is scheduled to be issued early in 198S.

3.23 The <ontrol deficiences, which included plant records
not being kept up to date, determination of depreciation
rates and minor construction equipment records not current
were in the main, the result of lack of resources, The Region
has addressed the comments of the Auditor-General and has
provided resources to update the plant records from other
areas of the Region,

Cost Cards

3.24 The Auditor-General noted the apparent duplication
of effort in continuation of the cost card system that was
to be eliminated after the introduction of the Departmental
Accounting and Information Sydtem (DAIS).

3.25 The manual cost cards will be maintained to ensure
that daily costings are available until all depots are eguipped
with terminals connected to DAIS.

3.26 The present delays experienced with conversion to DAIS
are attributable to insufficient staffing resources to maintain

preparation of input data and are not connected with any
processing problems,

11 December 1984
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DEPARTMENT OF HOUSING AND CONSTRUCTION

A letter from the Department of Housing and Cogstruction,
dated 25 July 1985,  providing updated information may be
found on Joint Committee of Public Accounts File 1984/6, Part
As

142

JOINT COMMITTEE OF PUBLIC ACCOUNTS

inouiry into tre Auditor Genersl's Report -~ September 1984

Submission by the Department of Industry and Commerce

Paragraph 14.1 Diesel Fuel Rebate Scheme

1
1.1

"
n

2.3

Introduction

During the course of the enquiry by the Joint Committee of
Public Accounts into Excise and Deferred Customs Duties,
certain information in respect of the operation of the
Diesel Fuel Rebate Scheme was provided by the Department.

In its Report on this matter the Committee elected not to
examine the Scheme in deteail for several reasons. Perhaps
the most significant of which was that at the time of the
Committee’'s Inquiry the Auditor General was conducting an
extensive audit of the operation of the Scheme. The Auditor
General's findings and comments about the Scheme are
contained in Section 14 of his report of September 1984.

The Committee indicated that it would scrutinise the item in
the context of its consideration of that report.

The Department provided reponses which were included by the
Auditor General in his report and is taking action where
appropriate.

Background

Prior to August 1982, a diesel fuel certificate scheme
operated wherein certificates were issued to end users to
enable them to purchase diesel fuel at a dubty free price for
their off-rozd use. In the context of the 1982 Budget, this
system was replaced by the Diesel Puel Rebate Scheme which
required that all purchases of diesel fuel be made at a duty
paid price with rebates being pasyable only to persons who
used the fuel for cff-road purposes in certain eligible
categories. These categories sre the egriculiural, mining,
forestry and fishing indusitries, domestic users, mediecal and
nursing insiitutions and aged rsrsons' homes.

The Governzent decisicn reguireil +the Department to have the
necessary administretive/processing recuirements for the
Rebate Scheme in plece to allow the new system to operate
immediately upon the legisletion receiving Royal Assent:
Development of administretive procedures and computer
processing arrangerents was therefore required to be
completed within a six week deadline.

Due to the anticipated volume of trensactions, turnaround
times and location of ciaimants, the Department decided on a
computer assisted syster to process claims. It was
necessary for the computer system to be developed at very
short notice to s %t some €7 terminels located thrcuglout
e cezputer in la

a

+
T
a
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2.4

3.5

3.4

Currentiy there are approximately 135,000 claimants
registered under the Rebate Scheme. Rebates paid in 1983-84
totalled $163.5 million and approximate nett revenue for
diesel fuel was $532 million.

Policies

Policlies relevant to the administration of the legislation
have emanated from three primary sources:

. Government intention
Department of Finance requirements
. Departmental decisions.
Government intentions contained in the various policy
decisions issued prior to and during the passage of the

legislation are the principal determinants of policy.
were that:

These

. the Scheme be easily understood by claimants and
subject them to a minimum of inconvenience

. rebate be paid on purchases rather than on use
and consequently claimants be required only to
estimate eligible usage

. claimants be required to estimate eligible usage
only once, on the occasion of the first claim.
The need to subsequently amend that estimate in
the event of changed circumstances be left to the
claicent

. delivery dockets or invoices be acceptable as
evidence of purchase

. claims for rebate be processed and paid within two
weeks of receipt of the claim

fisking co-operatives be able to claim on behalf
of fiehermen (agreed to during the passzge of the
legislation).

The present Government has decided that the rebate
arrangements will continue.

Policies for the processing, authorisation and payment
systems of the Scheme have been determined in conjunction
with the Depsrtment of Finance and are contzined in an
agreed stavement of procedures {copy attachked). Procedures
were closely scrutinised by Finance officers pricr to the
ng approved under Finance RegulsTion

V.

syster belr
454173 (0" (2
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5
5.1

Departmental policies which supplement those determined by
the Government and the Department of Finance have been
developed. They primarily relate to the areas of staffing,
claims processing and investigation and are contained in the
Procedure Manual and the Investigation Manual which have
been circulated to all State Offices (copies attached).

Objectives

The objectives of the Department in administering the Rebate
Scheme are to ensure that:

. the correct amount of rebate is paid to eligible
users of diesel fuel in respect of their eligible
usage of the fuel

. adequate controls exist for the processing of
rebate claims .

. eligible users of diesel fuel are subjected to 2
minimum of inconvenience

. eligible claims for revate are paid within two
weeks of receipt of the claims.

Response to Audit Findings

The Auditor-General reported on his findings in relation to
the following matters:

. Processing of claims
. Kulitiple registration of claimants
. Claims by fishing co-operatives
. Documentation supporting claims
. Error/warning messages
Aczuracy of rebate payments
Field investigation guidelines
. Investigation progranm
. Investigation reports
. Coxputer systenm
Password security
. Date base updates by ADP staff
Baekup, recovery and contingsnoy rlans
{rzzunications.
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5.2

7.2

7.3

4

¥While initial Departmental responses to the findIngs have
been recorded in the Auditor-General's report, further
comments are provided below in relation to those matters
where such comments are considered necessary or where
subsequent action has been initiated by the Department tc
implement theé recommendations of the Auditor General.

Procesaing of Claims

Ag advised to the Auditor General it was Government Policy
that claims be based on the intended use at the time of
purchase of the fuel. This intention is reflected in the
legislation.

The fact that a computerised system is used to process
claims and support investigations and that claimants must
personally sign each of their claims does place an onus on
claimants to make legitimate claims and/or vary percentages
when necessary.

Multiple Registration of Claimants

The problem raised by Audit is common to most name index
systems and only arises where a claimant who is already
registered in the system

. lodges an "initial® claim form rather than
the personalised computer generated "subsequent®
claim form,

. does not indicate that rebate has previously been
claimed, and

. changes name details which are then input to
the computer in various formats e.g. Smith J.D.,
Jd.D. Smith, John Smith.

The R.E.E.F. name edit is based on exect name matehing. Any
variation in format at registration will not detecs that the
claimant is elready registered. A comprehensive ns
matching system could be incorporated however, ex
with these systems show them to be expsnsive on mez
resources and they cannot be guaranteed to detect =1
possible variations.

As a practical option the Department has issued insiructions
to 2ll State offices per medium of the procedure mznual
which prescribe the format for inputing name detzils for
initiel claims at registration.

Cleims by Fishing Co-operatives

Arrangements for processing claims by fis
cocreratives are presently being exa
tigrtening control in this area.
review will be completed in eariy 19
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8.2

10
10.1

10.3

12
12,1

Recently the Department of Finance changei its poiicy for
approving payment systems under Finance Regulation
45A(3)(b§(ii§? The revised policy is to formally delegate
this authority to the Secretary of Departments. This
Department is taking steps to obtain the delegation and when
this is finalised the delegate's approval for procedures
determined as a result of the review will be sought.

Documentation Supporting Claims

Statements are only accepted when they contain full details
of the transaction {including date, invoice number, quantity
and product description) and it is impracticable for the
claimant to provide either delivery dockets or invoices. In
such circumstances, prior approval must also be obtained
from the Collector. :

Error/Warning Messages

The computer does not generate "error" or "warning" messages
as such, rather it provides "alert" and "investigate"
notification advices.

"Alerts" only bring to the attention of examiners of claims
the fact that 2 claim detail has changed since the last
claim was lodged. Examiners refer to "alerts" when making
their assessment as to the validity of claims. However, it
was never intended that formal action be taken by examiners
to acquit such advices.

"Investigate" advices are generated when, for example,
apparent duplication of invoices occur. Such advices
require that action be taken by the examiners in respect of
the claim, details of which must be recorded. These
advices have always been attached to the claims in all State
offices.

The procedure manual has now been updated to require
that all notification advices are filed with claims.

Accuracy of rebate payments

Following the comments made by the Auditor-General, the
computer routine for calculating the amount of rebate
payable has been modified to provide an accurate rebate
payment. In addition batch reconciliation processes are
being amended to verify the on-line calculations and will be
implemented December 1984.

Field Investigation Guidelines

Eligibility interpretation guidelines have been provided to
all States and are in the process of being incerporaied in
the Investigation Manual.
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13
13.1

14
141

15
15.1

Investigation Program

Claims are referred to the Investigation area when details
of claims require further clarification as to eligibility
for rebate or when it 1s considered that claimants may have
overestimated eligible usage.

In cases where eligibility is questioned, the procedure
manual requires that the matter be resolved before paymeny
is authorised. This is done either by the investigation
officer making local enquiries or by field investigations.

In thoae cases of possible overestimation, when it is
considered that the irregularity mey be of a minor nature,
the claimant is flagged for future investigation and the
claim referred back to the processing area. In instances
where claimants may have consideradly overestimated,
investigations are undertaken as a matter of urgency before
further processing is considered.

The Department conducts investigations in accordance with
its overall priorities and available resources. In a
general sense, processing of claims is accorded a higher
priority than investigations. It was never envisaged that
all claimants would be investigated. However, in the
initial period $o June 1983, 2500 field investigations were
carried out and in excess of 3,000 investigations were
completed during 1983/84.

Resources of all Diesel Fuel sections in the States, like
other areas of the Department, have been severely affected
by Customs conversion training being undertaken. The
problem will diminish in the near future as this training
nears completion.

;nvestiggtion Reports

The National Investigation System provides guidelinsz for
investigation recording and review.

Computer System

The first fault/enhancement Report raised for the sysiem,
which commenced processing claims in November 1982, is dated
January 1983. TFollowing a March 1983 Diesel Puel Conference
up until the time of the Audit, 193 Pault/Enhancement
Reports had been raised. The conference encouraged
delegates to think about their system, suggest desirable
enhancements and identify likely probler arsas. X
reports received were duplicates or requested simil
enhancerents. Many can be seen as "$idy up" reque

15.2

16
16.1

17
17.1

18
18.1

18.2

The ADP Fault/Enhancement Report Syster it the established
means whereby users can request new facilities, seek
enhancement/amendment of current systems cr report faulte.
The report also serves as a project control device within
the Systems Division in that i{ provides details of the
proposal, the action recommended and the action taken. It
forms an effective audit trail for all changes undertaken.

The Department accepts that given only 6 weeks to design,
develop and implement the system, insufficient time was
available to devote to detalled planning. Nevertheless it
is not accepted that the nature and frequency of
faunlt/enhancement requests is solely the result of
inadequate planning, design or testing. Tor the reasons
mentioned above users often request enhancements to provide
additional features not originally envisaged and there are
currently a number of enhancements in hand to cater for
changes to the scheme introduced with the last Budget.

Password Security

A formalised manual system has been implemented in each
State to control password usage and to ensure regular
changes.

Database updates by ADP Staff

Technical Review Section involvement in updates to the
Diesel Fuel System database by ADP staff has now been
formally documented. These procedures have been included in
the working papers of the Technical Review Section and each
staff menber is conversant with them. Documentary evidence
of each update of the database is retained by the Technical
Review Section.

Backup, Recovery and Contingency Plans

Following the Audit, attempts were made to locate suitable
off-site storage. A likely site containing a heavy duty
safe was identified in Unit 2, Barton Offices. However,
subsequent investigations revealel that the safe was not
satisfactorily fire proofed. Depzrimenial security officers
are investigating other options and subject to availebility
of funds it is expected that acceptable off-site storage
will be available within 6 weeks.

An investigation carried out into the alleged failure of
recovery procedures in January 1984 has revealed that the
corruption of data in fact took plrcs rrlior tc the recovery
and was in no way connected with recovery procedures.
Several recoveries have taken plece sincs that time and to
date no problems have occured. The Depsrtiment thus disputss
the assertion that the recovery method could not ensure data
integrity.
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18.3 A1l transactions are backed up to an on-line disc file as

well as a recovery tape. In the event of a failure
requiring recovery, access is initially made to the on-line
disc. If this fails the recovery tape is used. If this
elso fails then recourse is made to the previous day's
recovery tape. The system thus provides three levels of
back-up.

Communications

The design of the Department's data communications network
will result in the situation that both Data Communication
Processors (DCPs) will be on~line and in production. This
will provide load sharing and automatic fall back to a
asingle DCP in the event of failure of a single unit.
However at present one DCP must be devoted to development
and testing of network interface software. This requirement
is diminishing and is expected to tail off to an acceptably
low level by February 1985 when the implementation of all
interstate terminals via the packet network and the Session
Control And Registration Processor {SCARP) is achieved. At
that stage it is expected the network software maintenance
will require infrequent access to a DCP for testing.

This will be carried out in predefined test slots. The
alternative is to have a third DCP devoted to testing. At
approximately $200,000 this is not considered %o be cost
effective.

It must be borne in mind that the REEF network at present is
a separate entity from the Departments packet-switched data
comnunications network. Development work is being
undertaken by SPERRY to aliow REEF to be supported via the
packet-switched network. This is now expected to be
implemented in conjunction with the extension of the SCARP
connections to encompass all terminals during
January/February 1985.

The REEF network as it stands is a temporary expediernt put
together to ensure the timely implementatiorn of the system.

Some improvements have been made to the DCP configuration
since the audit report. 1In particular, communications line
switching equipment has been installed. This obviates the
need for manual recabling and greatly speeds the transfer of
processing between DCPs in the event of failure.

Any swapping of DCPs is only required in the event of a
prolonged hardware failure. Reliability of the DCPs is such
that downtime due to hardwzrs failure is less than .05%.
Mean time between failure cf several hundred hours is
expected and achieved.
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19.10

19.7 The same cannot te said of scftware reliabilisy in recent

times. Implementation of the interface to the packet
network involving special software developed by SPERRY
introduced a substantial degree of instability. This has
now been overcome.

19.8 Maintenance of the DCP software (TELCON) is undertaken by

SPERRY staff as part of a Software Maintenance Service.
This service covers all SPERRY software products.
Procedures are in place to control the release of all new
versions of software. These procedures involve approval at
two levelg within the Department:

- the section leader of the Departments Software
Support group;

- the Technical Review Section.

Operations Section is responsible for the actual
installation of new software. They will not install new
releases of software unless they have been correctly
approved.

The only way for an unauthorized version of software to
be installed is as a result of some collusion with
malicious intent. It is not possible to completely
prevent this sort of occurence by cost effective means.

It is not normal practise to test communications lines on

a regular basis. Network software should detect and

report fault conditions. These reports are used by

network control steff to initiate investigetion inte

problems. Line tes: and monitoring equipmer: and

:ui:ably qualified staff are available to carry out these
ests.

The ability of the stendard DCP Software (TI
effectively detect znd report line faults is
However, the packet-switched network has coc
error detvection and reporting mechaniszs, ¥.en
packet network interface is fully operationzl the effsct
of fthe shortcomingz of the current DCP sofiwere in this
regard will be minirmized. Future releases o TELZON
software planned by SPERRY will also improve the
situation in the area of fault detection and performance
monitoring.

Design of the processing environment ensures that loss of
datz is minimizeé. 7T cannot however guaranzee, for a
realistic cost, that no data will ever be losi. However,
the reconciliaticrn rrocess will alweys detext any loss of
date and recovery yrcocedures will be invoksi to correct
the loss.
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20 General Conclusions

20.1
20.1.1

20.1.2

20.1.3

20.1.4

20.1.5

20.1.6

20.1.7

Investigations

In the matter of investigations, the Department disagrees
with the thrust of the Auditor-General's findings. Fronm
the outset the Department considered that it ‘would be at
least 12 months before a fully documented national
investigation system could be implemented. It would take
this time for a workable claimant population to be
egtablished and for a knowledge of their distribution to
be determined. 1In fact, after 12 months new claimants
still represented 30% of the claims being received.

For thig reason, it was decided that the development of
the invesfigation system would proceed in stages.

As a first step, Collectors were instructed to direct
their investigation efforts towards the identification of
ineligible or high value claimants and clazimants who may
be overestimating. These were considered to be the areas
of highest potential revenue risk. .

Computer facilities were designed and used to identify
claimants whose percentage estimates or claiming patterns
were contrary to others within their industry

categories. Guidelines were provided by Central Office
in respect of Investigations and the methods by which
States were to report findings.

Departmental policy in reapect of investigation
procedures to be followed are that officers are expected
to exercise judgement and initiative ir éetermining those
activities and records which are to be checked. Reports
are required to be completed in respect of all
investigations.

The next stags in the developmeni of ths investigation
system commenced in November 1983 (12 months after the
Scheme began' when Collectors were aske{ to provide input
for a nationzl investigation system. Such & system was
developed by Centrel Office in the foilowing six months,
adopted at an Investigation Conference in June 1984 and
has been implemented in all States.

The National Investigation System incorporates refined
rigk assegsment techniques and involves all States in the
preparation, on a regional basis, of annual investigation
programmes. Arart from assessed high risk claimants and
rrocessing sysiem referrals, intuitive/intelligence
referrals and randome are selected for investigation.
Procedures for sxnsuring more effective recording and
reporting of investigations have been strengthened and
“he perforpar:e of States in meeting planned
investigeiiorn 221 be monitored in Central

0ffice,

rrogramzes ¥
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20.1.8

20.1.9

20.2

20.2.1

20.2.2

20.3
20.3.1

1"

The finel stegs in the development of the investigation
system involves the implementation of various corputer
enhancements to considerably streamline procedures for
determining State investigation programmes and assist in
risk rating individual claimants. These enhancements
will take 64 mandays to implement and are scheduled for
completion by mid 1985.

The National Diesel Fuel Investigation System is
consistent with the Department's overall investigation
policy and it is considered that it will result both in
improved investigations effectiveness and more efficient
utilisation of investigation resources.

Computer System

The Department considers that deficiencies recognised by
ugers and/or identified by the Auditor General have been
largely corrected.

Enhancenents necessary to ensure prompt and correct
payments, were addressed as a first priority. Other
enhancements of a less urgent nature have been
implemented in line with the availability of programmer
resources and competing Departmental priorities.

Applicant Estimate of Percentage Use

In view of the Government decision that applicants be
required only to estimate eligible usage at the time of
making the claim, the Department has not considered
examining alternative methods of assessing rebate.
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~COPY~

DIESEL FUEL REBATE SCHEME

OVERVIEW OF SCBEME

Persons who consider they are entitled to a rebate of duty paid
on diesel fuel purchases are reguired to submit an application
(on a prescribed form) to the Collector of Customs in the state
of residence. Separate forms are provided for initial
applications and for subsequent rebate claims.

Applications are manually registered on receipt and covered by a
"claim control form” to facilitate clerical control during the
various stages of systems processing. All relevant application
details, including applicant status information in the case of
initial applications, are recorded on computer f£iles. The
application is allocated a unique registration number by the
system and preliminary edits are performed to test against
previous payment and compliance with eligibility criteria. A
reconciliation between manval registrations and system
registrations provides control over input of applications.

The system incorporates an on-line communication capability
between state Collectorate offices and the central installation
in Canberra. Applications data is captured in state offices and
transmitted to Canberra for subsequent processing in the
centralised data base system.

Following initial data input, applications are passed to an
examiner for scrutiny of application details and supporting
invoice information and, in the case of initial applications, the
bona fides of applicants.

Details of all claims passed for payment are provided weekly on
magnetic tape to the Department of Finance's General Payments
System {under cover of a Processing Authority form - Sample A
attached) for generation of payments to payees' nominated
accounts with banks, credit unions or building societies.

Authorization of the expenditure (evidenced on a Payment
Authority form ~ Sample B attached) is given at state level and
is provided to the relevant state Accounting Office Paymaster.

At the same time as payment a computer prepared combined claim
form/payment advice is sent to the payee. This advice serves the
dual purpose of providing the payee:

. payment particulars of his current application

. a subsequent application form in a format both convenient

for the applicant to complete and suited to the
Department’'s processing procedures.
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Regular reports are produced by the system to assist with
following up of outstanding applications.

Enquiry facilities are available within the computer system to
help answer queries as to the status of particular applications
and to facilitate in-field investigation of selective claims to
ensure compliance with payment conditions.

The scheme incorporates system controls and accounting procedures
to safeguard against processing of unauthorised payments.
Recovery and reprocessing procedures are available in the event
of a computer system failure, loss of data, etc.

ROLES OF APPOINTED OFFICERS IN THE SCHEME

The various processing stages to authorization of weekly payments
under the Diesel Fuel Rebate Scheme will involve certificates
being povided by the following appointed officers. The source of
certificate reflects the separation of functions within the

payment cycle between the state Collectorate offices and central
office of the Department.

Applications Examiners

Applications Examiners in the state offices of DIAC will have the
responsibility for ensuring that rebate applications meet the
requirements prescribed in section 164 of the Customs Act 1901
and section 78A of the Excise Act 1901. Job procedure statements
for Applications Examiners will provide that the relevant
provisions of Finance Regulation 45 (1} be applied in the
examination process, particularly in relation to the requirement
for supporting vouchers ie invoices/delivery dockets.

Office Manager

Claims which fail to meet the system's various eligibility edits
are accorded a "rejected" status. Where subsequent investigation
of the rejection results in the judgement that payment should
proceed, a special "override" facility of the system is used to
enable payment. Within state Collectorate offices, the position
of Office Manager (Class 6) has the responsibility for
determining cases where the override is used. The Office Manager
will record {and sign) the reasons supporting override on the
claim control form. A report is available from the system

detailing all claims passed for payment by way of the override
facility.

Officer-in-Charge

Operational responsibility for each state Collectorate office is
vested in the Class 9 position designated "Officer-in-Charge".
The position will be responsible for providing confirmatory
advice to the authorised officer under Finance Regulation

45A (3) (b) - Central Office position of Assistant Director,
Diesel Fuel - that all approved system controls and accounting
procedures as applying to the Collectorate office have been
complied with in the processing of each week's payment tape.
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(1)

(ii)

(iii)

(iv)

All rebate applications (initial and subsequent
applications) are properly approved for payment. In
respect of each "DIESEL FUEL REBATE REPORT OF COMPLETED
CLAIMS" all application numbers listed for payment have
been verified to the manual claims register and any
discrepancies accounted for. This check is to be carried
out by a person not associated with the data input of
claim forms.

In respect of any given application, the initial data
capture and subsequent data verification has not been
undertaken by the same Data Processing Officer.

All applications control messages have been correctly
actioned (eg the application data has been re-input or the
application passed to RESEARCH/ENQUIRY/INVESTIGATION
UNIT).

All claims accepted for payment by means of the system's
"reject override" facility have been verified to an
override approval form.

Procedures-Authorized Officer

The position of Assistant Director, Diesel Fuel, holds the
appointment of authorized officer for the purposes of Finance
Regulation 45A (3) (b). In relation to each weekly payments run
this officer shall:

(i)

(i)

(iii)

Sight evidence from the Officer-in~Charge of each
Collectorate office that the General Procedures as
stipulated above have been employed.

Ensure that applications data has not been lost or
corrupted during processing by raintaining a manual total
for each month using the total of each week's payments
from the 'Processing Authority' report.

This manual total is reconciled with the total value of
claims processed in the period, year to date, and overall,
which appears on the 'Monthly Statistics’ report. (Totals
on the "Monthly Statistics" report are compiled each month
from the History files.)

Ensure that the correct value of payments has been passed
across to the Department of Finance payments file by
verifying on the computer produced report titled 'State
Discrepancy Report', that for each state no discrepancies

exist between the input value of deposits (totalled during

the week as each claim is processed and held on the
control record for that state) and the calculated value of
deposits (totalled as the payments are written to the
Payments Tape to go to the Department of Finance).
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SAMPLE A
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SAKFLE B

The Paymaster
Accounting Office
Department of Finance

DIESEL FUBL REPATES - PAYMENT AUTHORITY

You are herehy authorized to draw cheques for the poyment of diesel
fuel rebates in accordance with information supplied to your

Dépurtment'u Cenitral Accounting Section om magnetic tepe
Humber seceesscas subject to your verification of the fcllowing:

Total Value of Chaques cueeccsessncasns

Total Number of C2ogues seoeesersasares
Paymenta are for the period ending ceessscocasanes

Despatch should de arranged as scon as possible,

sessesavsenssrenses fuoas foane

Certifying Officer
Department Of Infustry and Commerce

For the rurposes ¢ section 24{%) of the Audit Aet 1372, I certify
that payment of the amount specified above may properly be made.

Of Inducir: and Cerrerce

Deparinent
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DEPARTMENT OF INDUSTRY AND COMMERCE

A letter from the ’
Australian Customs Service, dated 25 June
2 pdated information on the Diesel Fuel Re!
1985, providing updat t. D €, €. bate

Scheme may be found A 0
File 198476, Part A. Joint Committee of Public Accounts

Copies o
P! f the Procedure Manual and Investigation Manual

referred to in the
: D 3
File 1984/6, Part B.epartme“tal submission may be found on
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JOINT COMMITIEE OF PUBLIC ACCOUNTS
Inquiry into the Auditor-General's Report, Sentember 1984

Submigsion by the Degartment of Industry and Commerce

14.2 Coal Excise Duty

In 1949 a Trust Account was established to finance 1long service
ieave payments for miners employed in hlack coal production. The
Trust Account's income is derived from payments made by the
Commonwealth amounting to & four-£ifths share of receipts from 2
current 25 cents per tonne excise duty imposed on black coal
production. Income for 1984/85 is egtimated at $19 n.

2, In 1977 a further Trust Account was established to finance
coal research. The frust Account's income is similarly derived
from payments made by the Commonwesalth gmounting to 2 one~£if¥
share from the excise duty. Income for 1984/85 is estimated 2%

$4.75 m.

5. Excise duty is payable on coal produced and removed from &
mine including coal which is produced for export.

4. The legislative vasis for the collection and administration
of the duty is the Coal Excise Act 1949.

5. The Auditor-General has referred to the following metters
ariging from an andit in Queensland earlier this year:

. Ticensing of coal producers;
Currency of licences;
Calculation of duty liability on goal produced;

. Securitiess

. Confirmation that all excige dudy had been peid;

. Reconciliation to the Revenue Ledger of collections
received;

. Ingpection of prcduéers' premises and records;

. Penalties;

. Departmental instructions.

6. The present position in respect of each of these metters
follows.

7. Licensing of Coal Producers

7.4 officers - formal procedures have been documented and
are now veing followed by officers -when examining
applications for production 1icences. These procedures

also incorporate & check 1ist.
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7.2

7.3

8.
8.1

9.3

9.4

Apﬁlicants —~ comprehensiv i
e guidelineg i
ggg lit are now available for prospectiv: zhelform e
cences to produce coal. Ppiicants

r—LEeig‘cZi;Jﬁ%ieﬁ%IZS”iﬁaiol'i?iﬁci‘?‘”°"e$hb“ urrens o
review of all funeti nlang Sereioes gt
in e ot all ctions of the Inland Services Branch

Currency of licences

A review of all current licences has been completed.

Those licences wl
being Pe-issued.hICh require amendment are presently

Procedures have been amend
d ed such i
description and lease details are :Zigncgzgge:czgugtne

when considerin, : i
each year. € applications for renewal of licences

Calculation of duty liability on coal produced

The Department acce
pts that there is
gg:gii?t;hgni:ggszryiprogedure of calisligggzséiz;ncy
; asis of sales weight "
:g1g¥:diggiggewgga%t2xci§e Act whicg, igrefgzgg,fgggers
oy Drodue dosy pa?meﬁt?n as a result there may be

The Coal Excise Act i
al Exc »_ 28 drafted in 1 i
g:gguiégb;i;tgebe cgl;ulated on the gigi;egglggilthat
0 2 move Tom a2 mine. i
this requirement disadvantages the ggg;vsgédtgelgaiho

do not have b i "
sitey. eneficiation facilities within their mine-

The development of the ind
q ustry since

gzgflsgiﬁily the export trade, has mea;24gé upsurge i
Soel wash ngi This process can include the blend?n i
whenpapglizd gg gﬁecS?;snfggmldifferent sources ands

n al removes
ggﬁecgzgggt%glgozzter%al resulting in ";?2d3§25a22228

rect specifications., I
;;?g: deeggzggigg gf ;gia coal is establ?sﬁgg zfpgﬁg
ra; surve i

~ the most reliable measure inytgg fﬁgu:ffgftlng vessel
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9.5

9.6

10.
10.1

10.2
10.2.1

10.2.2

10.2.3

The Department has accepted excise duty payment on this
same "paid for" weight believing that to enforce the
law as it stands would have undesirable results in that
those producers without beneficiation facilities on-
site would be liable for duty on raw-coal tonnage thus
paying more duty. To obviate this would mean
considerable capital expenditure on new plant.

The Department intends to resolve this matter and has
prepared a Cabinet Submission which recommends an
amendment of the Act to align it with the accepted
industry practice. The proposed amendment will have a
revenue neutral effect and is supported by the
Departments of Employment and Industirial Relations and
Resources and Energy. The present period of
“caretaker" Government has halted progress of the
Submission but action will recommence after 1 December

1984.
Securities
Section 10 Securities

Developments in the industry since 1949 have made the
1950 Central Office direction ¢n this matter obsolete.
The Department is advising all coal producers to lodge
securities in terms of Section 10 of the Coal Excise
Act. This will bring coal producers into line with
other licensees under the Excise Act.

Sub-section 24(2) Securities

4 review of the monetary level of securities was
completed on 7 September 1984. Procedures are in place
to ensure that this review is undertaken at least

annually.

Departmental policy provides that the Collector of
Customs will decide on the type of security either with
or without surety %to be required in each case. In 1975
there was a departure from this policy when Central
Office directed that securities without surety be taken
in respect of deferred duty payments under the Customs
Dariff (Coal Export Duty) Act.

In 1975 the Government decided to impose levies on

certain extraction industries arguing that the
community should share the windfall profits - hence
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10.2.4

12.

12.1

13.
13.1

the crude oil 1lev
. y and coal
reco thone
liah%;i:;oﬁagfntge nature of tgege %sggﬁctgn(ipecial
initial gross pgod§:§gé%yf§ble o5 e calculateéefrg:?y
he d. &7 payme
baaisagfg:gigzgi:grsligwhduty pagmenzhgnmgegzgiggigf
ome consumption or ex
T port.

Following the Tre
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costs which wouldebga{;35132§ the resulfent servig?ng
commensurate with average weaki§ g&z;t{izziligquirea

Y.

Con;
firmetion that all excise duty has been paid

New procedures £

returns or the reconciliation

Board regargga%fproduced3 duty paid angfnggth%y
include written ii:%:icg%Ve been implementedns ;ﬁgagoal
S ions an )

ystem which requires the monthgyagu%:zgggzi ggporting

detailed re
attachment BXE?S' 4 copy of the new procedures is at

Reconcil
iliation to the Revenue Ledger of duties received

Since the Audit
Sinee . » reconciliation
for Toe Fuamneiis gewrs a1/, 82783 wd $7AL s
gomputer ng systems ref in T
o ch d:;:rzg:nzein developed dut :;zegnzguéndthe ot
of e 1ater‘par: oéD?ggdeV§lopment programescgzdgigg
are i o Tie

conducting monthly reconcilia:go::agzigzagotiggtors

se

collections as per
¢ o ;
in the revenue {edgei?ise entries and receipts recorded

Inspection of producers' premises and records

A risk rati
ing of all coal producers has been completed

Programmed field testi
during October 1982?t1n5 of the risk rating commenced

14.
14.1

15.
15.1

16.
16.1

18.

Penalties

EARLEE 2

As reported to the Auditor—General on 13 July 1984 the
RBi1l to amend the ptescribed penalties under various
Acts {including the Coal Excise Act) administered vy
the Department was put forward by the Minister for
introduction in the 1984 Budget Sittings. However, the
Sarlismentary Business Committee of Cabinet did noy
include the Bill in the progrom. It is proposed that
the Minister put ‘the Bi11l forward again 2as part of his
legislative progras for the 1985 Autumn sittings.

Departmental ingtructions

The guldelines and procedures developed in Queensland
following the audit are being revieved with 2 view to
incorporation in the Customs Services Manual.

Policy and objectives

There is, however, one area in which the Department is
not in complete agreement with Audit - namely the
considerabion nghat coal producers ghould be included
in the Department's Inland Services risk assessment
program and an inspection progran should be developed
in accordance with the assessed risk for each
producer“. (page 105, 3rd last paragraph).

Following upon the 224%th Report of the Joint Commities
of Public Accounta into Exeise and peferred Custons
Duties the Depariment is currently developing &
national risk assesgment program. Tdeally, the progran
will encompass all of the traditional excise
commodities and crude oil whose revenues contribute
directly %o consolidated revenue for the funding of
Commonwealth Budgetary prograns. Successful
implementation and operation of the program will allow
Collectors of Ccustoms %0 allocate staif to areas
representing greatest risk to the revenue- This will
certainly involve the re-asllocation of existing
regources and DAY even require additional reaources.

Tne Department has the view that whilst it does have
responsibility for Coal Excise Duty, allocation of
resources for field investigations will not have as
high a priority as thoge traditional excise commodities
referred to above. This was particularly departmental
policy during the 28 years up to 1977 when the excise
duty was wholly dedicated %o cogl niners 1ong service
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20,

21.

22,

23,

24.

leave schemes. In effect, 1t provided the means for
coal producers to fund their long service liabilities
to their employees. K

Costs to the Commonwealth were minimal for in the end
they amounted to administration costs only. fThese
primarily concerned the Department (currently
Employment and Industrisl Relations) responsible for
monitoring payments from the 2rust Fund against excise
receipts.

In 1977 the excise duty assumed e Commonwealth element
in the Research Trust Pund administered by the
Department of Resources and Energy. This operates
along the same lines ag the Miners fund and once again
provides assistance o coal producers.

Despite the fact that there is a major difference
between the revenue allocation of coal excise and the
traditional excise duties this Department accepts that
it does have definite statutory obligations under the
Coal Excise Act. However, over the years the
Depariments of Employment and Industrial Relations and
Resources and Energy have never indicated that
insufficient excise had been collected from coal
producers such that the respective Trust Funds could
not be correctly operated. This should not be confused
with cases where collections have not been allocated to
the correct account - a matter taken up by the

The proposed amendment of the Coal Excise Act to align
it with industry practice as referred to above would
mean that the excise and sone State Government royaltys
would be levied on a similar basis.

The Department is currently active in examining whether
agreements can be made with State Governments for
Specialist royalty officers to undertake the
verification of producers production records on behalf
of the Department. In New South Wales where the 90
operating mines contribute about 55% of the total coal
excise collection the Department is confident that such
an agreement will be negotiated.

29 November 1984

leg

DEPARTMENT OF INDUSTRY AND COMMERCE

issi Coal Excise
A to the Departmental submission on :
gﬁt;cggsnge found on Joint Committee of Public Accounts File

1984/6, Part B.

i i dated 24 June
bd the Australian Cusgoms Service, .
?S%Ett;§0513Tng updated information on the Coal Exc;isebuty
may Be found on Joint Committee of Public Accounts

1984/6, Part A.
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SUBMISSION TO JOINT COMMITTEE OF PUBLIC ACCOUNTS
INQUIRY INTO REPORT OF THE AUDITOR GENERAL - SEPTEMBER 1084.

SUBJECT: DEPARTMENT OF RESOURCES AND ENERGY - INTERNAL AUDIT
PREAMBLE

1. Increasing awareness of the importance of accountability
within organisations has focussed attention, in recent
years, on the need for a more responsive and effective
internal audit organisation in the Public Service
generally.

2. In addition to this increasing awareness, continuing
critical comment by the Auditor-General of the lack of
emphasis placed by Departments on the maintenance of an
appropriate internal audit structure resulted in the
commissioning of a Joint Management Review of Internal
Audit procedures by the Public Service Board in 1977,
Subsequently, the Public Service Board established a
Joint Implementation Committee (JIC) to facilitate and
encourage upgrading of the internal audit function.

3. The JIC has been assisted by an Interdepartmental Advisory
Committee on Internal Audit which has been active, in
consultation with the Auditor-General's Office, in
promulgating advice on the adoption of new standards and
techniques.

4. As a result of these initiatives, comment by the Joint
Parliamentary Committee of Public Accounts in its 1979
Annual Report, and further comment by the Auditor-General
in his Report for 1979-80 on the quality of internal
auditing in the Public Service generally, a review of the
Department's Internal Audit function was initiated to
determine the resources necessary to implement modern
internal auditing standards and systems-based audit
techniques and to improve audit efficiency and effectiveness.

DEPARTMENTAL ACTION

5. Following completion of the Departmental review, which
indicated that the Internal Audit Section was under-
classified, inadequately staffed and organisationally
unsound, a proposal for upgrading of the unit was referred
to the Public Service Board for consideration. The
Board's approval to a significant upgrading of the area
was obtained on 13 March 1981,

6. Subsequently, action was taken to recruit suitable senior
internal audit staff, to develop a new internal audit
charter for this area of activity, to revise the internal
audit program and to constitute a departmental Internal
Audit Committee with responsibility for the oversight
and control of the Internal Audit unit.
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i the Internal Audit Charter has been revised'to
7 2:2§ietge:ew Internal Audit Sub-Committee to be established.
The Internal Audit Sub-Ccmmitteg has begn given re§pgn- L
sibility for undertaking a deta%led review of §11 interna
audit reports before consideration by the Committee.

i d Guide-
. Copies of the current Internal Audit Charter.an
8 ligzs and the terms of reference of the Committee and
Sub-Committee are at Attachments A, B, C.
AUDITOR-GENERAL's COMMENTS
ifi ised by the
. Specific comments on each of the matters raise
’ AEditor-General in his September ?984 Report, in the
light of the preceding background information, are set
out in the following paragraphs.
STAFFING

Audit Report Extract

The September 1981 Report mentioned that 3 of the 5
internal audit positions were vacant and that soon
after the audit review, the PSB_had approved an
-increase in the number of positions to.7. Audit i
noted that 2 of the positions had remained vacant in
ss of 12 months. .
;;genepartment advised that one of these positions 4
has since been filled and the other vacancy advertised.

i i d to above the
0. Following the departmental review refgrre
! PSB apprived an internal audit establishment of seven 8
positions comprising 1 Clerk Class 10, 2 Clerks Class 8§,
1 Clerk Class 7, ! Clerk Class 6, and 2 Clerks Class §.

recruitment action was initiated after the
e Qi:?g?ihap:roval had been obtained on 13 March, 1?81,
this action was incomplete at the time og the Aud%tor-
General's review. The question of staffing was first
raised with the Department in Febru§ry, 1981, a?d was .
subsequently reported on in the Auditor-~General's Repor
in September of that year.

. uring the above period, the Department was operating
12 gnszrgconsiderable staffing rescrainc.whlch had been.
introduced as a result of recommen?at;o?s of.chg Review
of Commonwealth Functions. The p?lorltles W}thfn t@: b1
rapidly expanding energy policy flelq made it inevi :' e
that resources were directed to meeting the Government's
demands in this area.

i in these staffing
13. Currently, there has been a relaxatlop in
3 restraint; and audit resources are being anreas?d.to the
establishment level. Currently all of the 7 positions
are filled.

171



AUDIT PROGRAM

Audit Report Extract

15.

IELD PLANS AND MANUALS

udit Report Extract

-~3-

The September 1981 Report stated that the audit
program was inadequate in terms of coverage and was
in arrears. It was found that the situation had
improved only marginally and that insufficient
resources, coupled with additional activities to be
audited, had led to inadequate coverage of the audits
planned for 1983.

The Department advised that augmentation of staffing
resources was expected to lead to a more comprehensive
coverage of the approved program than had been
achieved in the past.

The lack of sufficient audit staff
previous 3 years, has been a prime factor in restricting
audit coverage to a level below that anticipated in the
approved Internal Audit Strategic Audit Program.

resources, over the

Other factors, however, have also been responsible for
this shortfall. One of these factors, as mentioned in
the Auditor-General's report has been the need to perform
additional audits such as those relating to 'Yranium
activities'. This function, together with several cthers,
was acquired under the Administrative Arrangements Order

of 11 March 1983 from the former Department of Trade and
Resources.

These factors have been compounded by the time taken to
develop skills in system based operational auditing.

As well, a consequence of the current comprehensive audit
approach is that considerably more of the audit resources
available need to be applied to particular audits than
has been necessary in the past.

The filling of all the available audit positions will
result in further improvement in this area. A decision
will however need to be undertaken in the near future as
to whether the program should be revised or internal
audit staff augmented.

The review indicated that
been prepared for audits
the PSB guidelines.
audit manual

The Department advised that considerable effort has

since been devoted to the development of an interrzl

audil manual which had been issued on an interim bacie
pending detailed consideration by the Internal Audit
Committee. It also advised that field audit plans were
now being prepared.

field audit plans had not
undertaken, consistent with
In addition there was no internal
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20.
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Whilst it is acknowledged that field plans and manua1§

were not formally in existence at the ti@e of the audit
review, it must be stated that field audlto?s were always
under close personal supervision and direction Er9m the
Chief Internal Auditor. This personalised attention, which
was possible due to the relatively small number of staff
working in the audit section, covered, to a large ex?ent,
those aspects that would have normally been covered in

the field audit plans and audit manuals.

Although this approach has worked reasonebly'well in the
past, it is acknowledged that the for?allsat§on of such
direction and advice is desirable as it provxges a

permanent record of audit activity and operational
instructions which are necessary to ensure Phat‘the . 3
operational effectiveness of the audit section is maintained.
Accordingly, action has already been taken to remedy these
shortcomings.

The specific action that has been taken is as follows:

. Field Plans: As required under the Interdepartmental
Advisory Committee on Internal Audit (IDAC) Paper No.
63 paragraph 7.22, field assignment plans are pre?ared
for each assignment undertaken. Items addressed in
these plans include:
- Scope and Objective of the audit;
- Control models, if applicable;
- Action packages available;
- Administrative Arrangements;

- Resources;

-~ Proposed target dates for completion of discrete
sections of the audit;

- VWork Category dissection, and

- Relevant background information.

Although these plans are developed prior to ?ommencemenc
of the audit, they are often modified as agdlts are
progressively completed as circumstances d1gtate. ?hls
particularly applies if an audit of a certain functional
activity has not previously been undertaken.

. Audit Manual: A comprehensive audit manual has recently
been developed which provides a4 guide to the most recent
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develmeents in auditing practice and procedures. As
such its primary emphasis is on the application of
systems-based auditing as a technique irrespective of
the actual type of audit being undertaken.

21. Following criticism from the Auditor-General, this matter
has been reviewed and the weakness of documentation
acknowledged. It has therefore been considered
appropriate to introduce a formalised system to document
the quality assurance review program. This program
has now been introduced and is based on the Quality
Assurance Checklist Questionnaires contained in IDAC
paper No. 25.

The manual was recently appraved by the Secretary of
the_Deparbmenb, who has actively encouraged internal
audit personnel to: refer to the manual as a primary
§zurce gf :eference; to familiarise themselves with
its contents; and, to initiate programmed di i

line with the procedures. programmed audits in OCCURRENCE REPORTS

The manual covers the following topics: Audit Report Extract

a. The Nature, Scope a Although the internal audit charter requires the
Auditing. ’ P nd Purpose of Modern Internal Internal Audit Section to evaluate procedures for
the safeguarding of assets, no reports were being
made to the Section in respect of theft, defalcation
or control breakdowns. The Department advised
that such a reporting system had now been introduced.

b. Types of Audits.

c. Planning for Internal Audits.
d. Auditing Techniques. 23. Under previous audit procedures, occurrence reports

were reviewed whenever an audit was conducted into the
particular functional activity to which that occurrence
report related (e.g. occurrence reports for losses of
public moneys and stores would be examined when the
register of losses for these areas were to be examined
in accordance with the strategic audit program).

e. Working Papers for Internal Audit.
f. Reporting on Internal Audit.

g, ADP Auditing.

h. Auditing Standards. 24, This procedure however had the disadvantage that
critical control weaknesses, which are often identified
i. Quality Assurance for Internal Audit, and Appendices: 3:t2;g2igfgtigvgiwszght;ngzzz)i:a;eiggg;zgs to exist

- Internal Audit Charter

25. Accordingly, procedures have been amended to the effect
that files relating to all Writeoffs, Waivers and Act
of Grace Payments are now required to be provided to
Internal Audit for information.

- Terms of Reference - Audit Committee

- Terms of Reference - Audit Sub-Committee

- Internal Audit Section Structure GENERAL AUDIT COMMENT

- Permanent Head Instructions Audit Report Extract

The deficiencies noted by Audit related to the
administration and implementation of ‘the internal
audit function and not to the quality of the work
performed by the internal audit personnel. The
action taken by the Department should make for
continuing improvement.

- Annual Reports to Minister

QUALITY ASSURANCE PROGRAMS

Audit Report Extract

A quality assurance program to monit i
.of the.interﬁal audit fgnction h::lngg g::no?zggziigs 26 The Department wishes to make no comment on this mavter.
established in accordance with the PSB guidelines. LIST OF POSSIBLE WITNESSES l

The Department advised that the i
t quality assura
program had since been introduced. v nee

Mr B.J. Hill - Deputy Secretary, Dept.of Resources and Energy
Mr G.C. Gorrie - Senior Assistant Secretary, Co~ordination
and Management, Dept. of Resources and Energy
Mr P. White - Chief Internal Auditor, Dept. of Resources and
Energy
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ATTACHMENT A

CHARTER OF THE INTERNAL AUDIT FUNCTION - DEPARTMENT OF
RESOURCES AND ENERGY

1 Nature of Internal Audit

1.1

Internal Audit is an independent appraisal act@v;ty
within the Department for the review of operations as a
service to management. It is a management control
which functions by measuring, and evaluating the
efficiency and effectiveness of other controls.

Objectives of Internal Audit

2.1

The overall objective of Internal Audit is to assist
management in the effective discharge of lts’
responsibilities, by the employment of compliance,
systems-based auditing and other gechnlques_and by
furnishing management with objective analysxs“
appraisals, pertinent comments and recommendations
concerning the activities reviewed.

Scope of Internal Audit

3.1

Internal Audit coverage may extend‘t9 §ll QPerative
areas of the Department, where activ;t%es involve the
expenditure and/or the receipt of public moneys.

Internal Audit coverage may extend to non-financial
activities of the Department, includipg.matge:s such as
the use of physical assets and the utilisation of staff
resources,

Internal Audit review and appraisal §ogs_not in_any way
relieve line management of responsibilities assigned to
then.

Authority and Responsibility

4.1

The chief Internal Auditor shall be responsible to the
Permanent Head or his nominee for the functional
control of audit activities throughout the Deparcmeng
in relation to:

. development, implementation and oversight of
internal audit methods and procedures;

development and control of the internal audit
program;

. the scope of audits;

fulfilling the aims and objectives of internal
audit; and

utilising the Section’s resources so as to maximise
efficiency and effectiveness,
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4.2 The Chief Internal Auditor is directly responsible for

the control and direction of the Internal Audit
Section, He shall observe and maintain auditing
standards issued by the Public Service Board in
consultation with the auditor-General's Office and the
Department of Finance and shall develop the internal
audit function in accordance with principles espoused
by the Public Service Board.

The Chief Internal Auditor shall be involved in:

. the formulation of any proposals related to the
structure of the internal audit organisation and the
staffing of internal audit positions;

. establishing criteria to ensure that the staff of
the Internal Audit Section taken as a whole are
capable of performing the work;

« ensuring that appropriate levels of ADP expertise
are developed and maintained in the Internal Audit
Section to facilitate appraisal of the Department's
ADP activities (Where an audit requires expertise
not available within the Internal Audit Section,
suitable staff may be seconded to the Section for
the duration of the audit).

There shall be established an Audit Committee
comprising such membership as the Permanent Head
determines. The Audit Committee shall be responsible
for appraising the planning and efficiency of the
Department's internal auditing activities and ensuring
the adequacy of follow-up actions., As far as Internal
Audit reports are concerned the Audit Committee shall
concern itself primarily with major matters and/or
issues which cannot otherwise be resolved with auditess,

There shall be established an Audit Sub-Committee
comprising of such membership as the Audit Committee
determines. The Audit Sub-Committee shall be
responsible for appraising all Internal Audit Reports
and identifying issues requiring consideration by the
Audit Committee. The Sub-Committee will be responsible
for initiation follow up action on other minor matters
identified by Internal Audit Reports and will be
required to report on any such action to the Audit
Committee.

The Chief Internal Auditor will report to the Audit
Committee through the Audit Sub-Committee on any
matters required by the Audit Committee and in any
circumstance where he is unable to achieve the aims
and/or objectives of the Internal Audit Section.

Internal Audit does not exercise authority over persons
in the Department whose work it reviews,
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3.

Relationship with Commonwealth Audit

5.1 Under the Audit Act 1901, the Auditor~General has right
of access to all accounting and other records of the
Department including those records maintained by
Internal Audit.

5.2 1Internal Auditors shall co-operate fully with
Commonwealth Auditors at all time.

Method of Operation

6.1 To enable Internal Audit to provide maximum service to
management it shall:

. be responsible to the Permanent Head or his nominee for
all internal audit matters and so that there may be no
restriction on its activity it shall have access to the
Permanent Head as necessary.

. report on all internal audit matters to the Permanent
Head or his nominee and to such other officers as is
necessary for the proper consideration of internal
audit findings. In all cases, matters raised in audit
reports shall have been previously discussed with
management of areas audited.

. assist all members in the effective discharge of their
responsibilities by:

- reviewing and appraising the soundness, adequacy and
application of systems and accounting, financial,
and operating controls (including ADP);

- assessing the extent of compliance with established
policies, plans, procedures, instructions, statutory
requirements and regulations;

~ examining the adequacy and currency of promulgated
procedures;

~ ascertaining the extent to which Commonwealth assets
are safeguarded;

- ascertaining the reliability of costing, accounting
and other data developed within the Department;

- maintaining a high standard of personal
relationships with other departmental officers and
employees;

-~ appraising the quality of performance in carrying
out assigned responsibilities;

~ assessing the cost effectiveness of activities and
reviewing the efficiency/effectiveness of resource
utilisation,
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6.2 Internal Auditors shall:

. §dvise details of systems and methods considered capable of
improvement together with recommendations of action
necessary to remedy faults and to prevent their recurrence

. observe all security considerations and generally expected
courtesies to management

. have right of access at all times, to the books, accounts,
vouchers, records, correspondence, documents and other data
of the Department which are necessary for the proper
performance of their duties, except for personal files which
require prior approval for release

. request any officer or employee to furnish any information
and explanation deemed necessary for them to form an opinion
on the adequacy of systems and/or controls

- remain independent of the operational functions which they
are required to appraise

« conduct special investigations into any matter or
transaction affecting the interests of the Department.

7 Relations with Auditees

It is important that the Internal Audit process encourages
co-operation in the achievement of efficiency, objectives and
avoids the generation of unnecessary friction. In this
context, special emphasis is to be placed on

(a) giving prior notice of impending internal audits to
Division and/or Branch Heads:

(b} open consultation with auditee groups;

(c) exit interviews and consultation with auditees to try

to resolve outstanding issues and improve practices for
the future. Areas of remaining disagreements are to be
noted in Internal Audit Reports - such disagreements,
comments etc to be cleared with Division Head.

As appropriate, auditees may be invited to attend meetings of
the Audit Committee or the Audit Sub-Committee to respond to
gudxt findings and to try to find appropriate solutions to
issues,
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DEPARTMENT OF RESOURCES AND ENERGY

DEPARTMENTAL AUDIT COMMITTEE
TERMS OF REFERENCE

The Audit Committee shall be chaired by the Deputy
Secretary, responsible for administrative matters in the
Department and otherwise comprise senior officers designated
by the Permanent Head,

The Audit Committee shall be responsible for the overall
appraisal of the planning and efficiency of the Department's
internal audit activities and resources.

In particular, the Audit Committee shall

PLANS

(a)

(b)

(e)

Examine the proposed strategic and annual audit plans
developed by the Chief Internal Auditor, and determine the
final programs.

Assess changes proposed by the Chief Internal Auditor to
the two plans, and determine changes tc be made.

Ensure all programs and activities of the Department are
considered when selecting areas for audit,

REPORTS

(a)

(g)

Evaluate all major audit matters and disagreements
referred to it by the Audit Sub-Committee and recommend
corrective action to be taken,

Advise the Permanent Head and Division Heads of the
recommended corrective action,

Review the implementation of corrective action previously
recommended.

Review all reports from the Auditor General's Office and
review corrective action taken.

GENERAL

(h)

(i)

(3)
(k)

Ensure the Chief Internal Auditor establishes and
maintains a quality assurance program to evaluate the
operations of the Internal Audit function.

Advise on the adequacy of internal controls and accounting
methods.

Recommend follow-up action on any of the above matters.

Provide a forum for consideration of audit plans and
methodology.

peal with such other matters relating to the internal
audit function as may arise from time to time.
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ATTACHMENT C

DEPARTMENT OF RESOURCES AND ENERGY

DEPARTMENTAL AUDIT SUB-COMMITTEE
TERMS OF REFERENCE

(a)

(b}

(c)

(d)

(e)

The Audit Sub-Committee shall be chaired by the Senior
Assistant Secretary, Co-ordination and Management Division
and comprise the Chief Internal Auditor and other senior
officers designated by the Audit-Committee,

The Audit Sub-Committee shall be responsible for the initial
appraisal of all internal audit reports resulting from
internal audit activities and take action as required.
In particular, the Audit Sub-Committee shall
Evaluate all audit reports prepared by the Internal Audit
Section and recommend corrective action to finalise all
outstanding matters.

Arrange further interviews with Auditees as necessary, on
unresolved matters.

Advise the Audit Committee of the recommended corrective
action and any major wmatters under dispukte,

Review the implementation of any corrective action
previously recommended.

Recommend follow-up action on any of the above matters.
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JOINT COMMITTEE OF PUBLIC ACCOUNTS

Inquiry into the Auditor-General's Report - September 1984
Submission by the Department of Social Security on

paragraph 19.1 ="Invalid Pensions

In this paragraph the Auditor-General expressed concern that
in a relatively high number of cases the determining officer
had approved a grant of pension when the CMO had assessed a
level of fficapacity below 85%. Procedures require
detemining officers to take account of medical impairment,
socio~economic and other related factors when assessing an
applicant's eligibility for invalid pension.

2 The Social Security Act provides that a person shall be
deemed to be permanently incapacitated for work if the
degree of his permanent incapacity for work is not less than
85 per cent. Legal opinion on the meaning of permanent
incapacity is that it consists of two broad elements =
impairment (physical and/or mental disability) plus other
factors which may be described as " socio~economic®. These
elements nust be taken into account by the delegate of the
Director-General in determining whether the person is at
least 85 per cent permanéntly incapacitated for work.

3 To assist the delegate in arriving at a considered
conclusion he is guided by a range of data. Of prime
importance is the opinion of the CMO. While the Department
has laid down guidelines which indicate relevant socio-
economic factors to be taken into account to assist CMOs
reach a conclusion, the delegate is obliged to consider
vhether the CMO has considered those factors and given them
an adequate weighting. It has not been uncommon for a
delegate to conclude that the CMO has not taken these other
factors fully into account. This approach is entirely
consistent with the responsibility laid upon the delegate by
the legislation and with the thrust of many decisions on
invalid pension which has emerged from the Administrative
Appeals Tribunal.

4 The Department endeavours to adopt a balanced and
reasonable line in the decision making process and has taken
initiatives intended to enhance the quality and consistency
of decision making, namely =~

. Establishment of positions of Invalid Pension
Liaison Officers (IPLD) at each State and Territory
Headquarters. IPLOs are responsible for
oversighting the guality of processing procedures
and decision making. They contribute to the
training of determining officers, Area Management
and the Department of Health.

. Implementation of a national statistical monitoring
system. The system will provide a measure of
consistency of decisions. Trends will be identified
and explanations sought.
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5 In addition the Department is developing -

. an enhanced training program for decision makers and
the introduction of a national package for invalid
pension decision making; and

. a package for use by regional offices to assist
Jignagers in satisfying themselves as to the quality
of invalid pension decisions taken at their offices,
with an emphasis on decisions taken which do not
reflect CMO recommendations.

6 The Department of Health has 2 system for monitoring CMO
recomnendations by a senior medical officer.

Group Payments

7 Under paragraph 19.1 the Auditor-General also stated
that there were no guidelines to assist staff in the
evaluation of an institution's suitability for inclusion in
the group payment system and no review procedure to ensure
that institutions remain suitable for such purposes.

8 The approval of an institution for the purposes of
payment through the group payment system is a matter for
administrative decisicn. The Director-General of Social
Secur ity has authorised State Directors of the Department to
decide whether a particular institution may be accepted for
group payment and broad guidelines on the matter are in the
Pensions Manual of Instructions.

9 In addition to the operational matter of including the
institution on the group payment system, applications for
payment of individual pensicns to an institution in this
manner are carefully considered in accordance with
instructions relating to the appointment of nominees by
pensioners. The pension remains the property of the
pensioner and must be used for his or her benefit and
maintenance and the Department is obliged to ensure that
both the pensioner and the person receiving the pension are
aware of each other's responsibilities in this respect. The
arrangement can be terminated at any time and is reviewed
imnediately there are any allegations of misuse of the
payment ..

Qther Matters

10 The Auditor-General's Report also raised a number of
other issues. Comments are provided belpw.

11 Failure to liaise with Department of Veterans' Affairs
resulting in an overpayment of §15,233 by that Department.

There was undue delay in the Belmore regional office
which should have actioned the advice from the
Department of Veterans' Affairs. A breakdown also
occurred at the Central Benefits Unit which should have
monitored the Department's response. A debit has been
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13

3=

raised and attempt made to recover The Depart:

S em p . ment has
reviewed the liaison procedures on a nationg?. basis and
revised draft procedures are currently being considered
by the Dep'aru'nenc of Veterans' Affairs. Details of the
3eiﬁr§mﬁ’t s 12¥‘ol§ement in these procedures is dealt

ully in e Department's submissi
354 of tre perce, P kmission on paragraph

v e
Substantial arrears in pension entitlement reviews.

The Regional Office sel f~monitorin

! € ] g program should
identify problems of this nature and initiate corrective
actions.  NSW staif were reminded of the necessity to
gusz):é.ylgggahse reviews in an Operations Instruction of

Wnere computer warnings were ignored, pensions have been

granted prior to the applicant attaining 16 years.

14

15

Tne Department advised the Auditor-General (be

close-off date for finalising his report} tﬁatﬁoffx:t:\};
1nvest1g§txon of the instances noted had revealed that
the ?ensg.ons System will reject a new claim for invalid
pension if the claimant has not turned 16 years of age
rather than merely issue a warning . '

Need for the change of address form to be amended.
The Auditor-General is referring to a local NS

. g W form. A
;}a}poxz:l to;g §2A23A) was introduced in August 1984.

is form shou satis the Auditor-G '
requirements. & FrormGeneral’s

Instances where a previous overpayment of

pens§on/benefit was not taken into account when
pension was granted. & new

16

The Pensions system will reject a new i
lngation to recover an cv?erpayment igr:g: :iL_nfposed
provided the pension number is the same as that on ;lhich
there 15 an outstanding overpayment. 1In other cases
including eg if the overpayment was of a benefit ratlger
;:::c:egegs:.g:, f:h; outstanding overpayment should be

e indexi ; : :
PR t%;e examinerfng action, and appropriate action

The instances occurred throu i
I 0 gh human error Qurin
indexing action. The provision of an integratedg

benefits database under Strat i i
ookt plan will address this

Significant variations in quality of field officer

reports dealing with institutional Payments system.

In the interests of ensuring consiste i

e t . nt reporting the
Sydney office is currently giving consideration %.o the
development of a pro-forma report. In the meantime
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field officers have been asked to ensure that reports
contain all relevant information. In addition all field
officers receive training and clear guidelines as to
preparation of reports.

Numerous errors in the medical appeals master file

indicating a need for improved input/output controls.

18

The"'n;;diéal appeals master file' is a NSW management
information system used to monitor both general and
medical appeals.

At the time of the Auditor-General's report it was in
its developmental stage. Data was still being collected
and input to the system. Programs were still being
written and testing was in process.

In view of the above, and the early stage of
development, no error analysis was being per formed by
the computer on input transactions.

Since the Auditor-General's report, input documents are
being checked by a second officer and the computer now
per forms an error analysis check. The error rate
according to the last error analysis was 1.8% which
shows dramatic improvement compared with the 24%
mentioned in the Aunditor-~General's findings in March
1984.

The system has been converted to use on Stratplan
equipment and pending lifting of union bans will be
operational. This will then streamline processing
arrangements.

Supstantial delays in processing medical appeals.

The medical appeals situation in NSW has dramatically
improved since the Auditor-General's report. The number
of unfinalized medical appeals on hand at 30 March 1984
was 952 while the present number on hand is 489.

2n analysis of the time taken for the Appeals and
Representations Section to process medical appeals to
the Social Security Appeals Tribunal alsc shows
substantial improvements. During the period 12 July
1984 to 12 October 1984 the days elapsed to forward
medical appeals to the Social Security Appeals Tribunal
were analysed. The findings were as follows:

Average days elapsed (arithmetic mean)= 10.6 days
Most common number (mode) = 1 day
Middle value (median) = 7 days

The Auditor-General's #indings in March 1984 indicated
the average time between Appeals and Representations
Section and the Social Security Appeals Tribunal was
13.6 weeks.
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JOINT COMMITTEE OF PUBLIC ACCOUNTS

Inquiry into the Auditor-General's Report - September 1984
Submission by the Department of Social Security on
paragraph 19.1 - Invalid Pensions

This submission provides more details on the procedures used

by the Department of Social Security to determine an applicant’s
eligibility for invalid pension. In particular, it outlines
the processes and guidelines used in determining eligibility

on socio-economic factors.

The Social Security Act provides that a person shall be deemed
to be permanently incapacitated for work where the degree of
their permanent incapacity for work is not less than 85 per cent.
Decisions of the Administrative Appeals Tribunal, for example,
Panke 4 ALD 179 and McGeary 4 ALN N310 have made it clear that
the assessment of a person's incapacity for work cannot be based
on their medical condition alone and that relevant non-medical
(or socio-economic) factors such as age, sex, English langquage
skills, education and previous work history need also to be
considered.

The Department, in its Pensions Manual, sets out guidelines to
assist its delegates in reaching correct and consistent decisions
as to invalid pension eligibility. Aadditionally, staff members
receive training in the determination process. The guidelines

in the Department's Pensions Manual have recently been revised
to reflect the interpretation of the law as clarified by
decisions handed down by the Administrative Appeals Tribunal and
the Federal Court of Australia. The draft guidelines were
recently forwarded to each of the Department's State Administrations
for comment prior to finalisation and national distribution. In
the following paragraphs reference is made to relevant parts of
these attached draft guidelines as a means of expanding on the
points made.

The revised guidelines make it clear that entitlement to an
invalid pension should only arise from a medical condition
which in itself is significantly affecting a person's capacity
for work. It is not sufficient, in the Department's view, that
the person's medical condition be just a factor in deciding
eligibility for invalid pension. The medical condition must be
of such significance that the incapacity for work can be said
to largely arise from it (See paragraph 4.030).

The insistence on a medical condition which is significantly
affecting a person's capacity for work safeguards against the
possibility that a person who is unlikely to obtain work as a
result of non-medical factors such as age, sex, English lan-
guage skills and education and who is suffering from a minor
medical condition might be considered incapacitated for work
and granted an invalid pension (see paragyraphs 4.020 and 4.030).
However where the delegate is satisfied a person is suffering
from a medical condition that is significantly affecting his/
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JOINT COMMITTEE OF PUBLIC ACCOUNTS

Inquiry into the Auditor-General's Report - September 1984
Submission by the Department of Social Security on
paragraph 19.1 - Invalid Pensions

This submission provides more details on the procedures used

by the Department of Social Security to determine an applicant’s
eligibility for invalid pension. 1In particular, it outlines
the processes and guidelines used in determining eligibility

on socio-economic factors.

The Social Security Act provides that a person shall be deemed
to be permanently incapacitated for work where the degree of
their permanent incapacity for work is not less than 85 per cent.
Decisions of the Administrative Appeals Tribunal, for example,
Panke 4 ALD 179 and McGeary 4 ALN N310 have made it clear that
the assessment of a person's incapacity for work cannot be based
on their medical condition alone and that relevant non-medical
{or socio-economic) factors such as age, sex, English language
skills, education and previous work history need also to be
considered.

The Department, in its Pensions Manual, sets out guidelines to
assist its delegates in reaching correct and consistent decisions
as to invalid pension eligibility. Aadditionally, staff members
receive training in the determination process. The guidelines

in the Department's Pensions Manual have recently been revised

to reflect the interpretation of the law as clarified by
decisions handed down by the Administrative Appeals Tribunal and
the Federal Court of Australia. The draft guidelines were
recently forwarded to each of the Department's State Administrations
for comment prior to finalisation and national distribution. In
the following paragraphs reference is made to relevant parts of
these attached draft guidelines as a means of expanding on the
points made.

The revised gquidelines make it clear that entitlement to an
invalid pension should only arise from a medical condition
which in itself is significantly affecting a person's capacity
for work. It is not sufficient, in the Department's view, that
the person's medical condition be just a factor in deciding
eligibility for invalid pension. The medical condition must be
of such significance that the incapacity for work can be said
to largely arise from it (See paragraph 4.030).

The insistence on a medical condition which is significantly
affecting a person's capacity for work safeguards against the
possibility that a person who is unlikely to obtain woxk as a
result of non-medical factors such as age, seX, English lan-
guage skills and education and who is suffering from a minor
medical condition might be considered incapacitated for work
and granted an invalid pension (see parayraphs 4.020 and 4.030).
However where the delegate is satisfied a person is suffering
from a medical condition that is significantly affecting his/



hex capacity for work then the next step in the decision
making process is a consideration of the effect of the
medical condition together with relevant non-medical factors
on the person'‘s capacity for work (see paragraphs 4.002 and
4.003).

It is at this stage that the delegate is required to consider
whether the Commonwealth Medical Officer (CMO) has taken
relevant non-medical factors into account and if so whether
sufficient weight has been given to them. For this purpose
wide ranging details about the claimant are collected; in
particular cases the opinion of a social worker may be
sought to assist the CMO and the delegate to give proper
consideration to non-medical factors relevant to the deter-
mination. Attached is a copy of Form SAl6 which illustrates
the scope of the medical and non-medical factors which are
taken into account.

26 June 1985
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JOINT COMMITTEE OF PUBLIC ACCOUNTS

1 . :
sgbg;;.:sxlsstg ttt\:e};ggi:?:fe:eral‘s Re;ort ~_September 1984

8 Dy P ent of Social Secu ty p grap
25.4 Pension Overpayments and O ther Debt:og; <h.Paragraph
Introduction

1 At 5
Audi tor-Genezar norgareof 18 Report for September 1984 th
arising ﬁ:o: :h commented on the recovery of excess payx;nent:
the Repatriatio: ;Z:C:;;e:tepa)pnent.of Service pension under
under the Social Security gcé.lnvalm or widow's pension

2 T itor-
2 oth t;:: ::g:.::g General expressed concern in relation to
quacy of the legislative Provisions for the bar

responsibility of the De;
t partments i
and Veterans' Affairs (DVA) for th:frg?:gxt:%ysggurai;y (oss)

3
Para‘ai:;:grizl:f 413 below deal with these matters and

both Departments, "clow outline action being taken jointly b
etfective coﬁzrgi ;golczzgticular, action to set ip place n{org
has occurred in this are:fes to address the problen which

Legislative Provisions anq Recovery Procedures

4 The legislati
. i Ve bar to the concurrent

:r?;v;f:e pension and age, imvalig or widow'spagmeqt ° i
epatriation Act (s.86). pension lies in

6
admini:tielégember 1981, pss instructed its State
rECoverina ions that responsibility for raising and

DVA on thy ﬁ:?:stﬁgmte;ts egistanoyCi2es lay solely witn
the Repatriation Act, ¢ legislative bar was contained in

7 . .
No subsequent 1nstrugt10ns have been sent to State

;od:;;é:;;fl:ratcion.s of DSS which substantlvely amend that
: Copies of relevant instructions contained in the

190

-2

8 Legal advice made available to DSS indicated that
although the bar to the concurrent payment was contained in
the Repatriation Act, that provisicn prevented the valid
payment of a social security pension to a service pensioner.
As a result it became apparent that the pre-1981 arrangement
was legally correct and should be re-instituted.

9 In April 1984, DSS conveyed to DVA its understanding of
the legal advice and its willingness to introduce new
arrxangements to overcome the problem. DVA has indicated its
broad acceptance of principles put forward by DS$ but
certain isues remain cutstanding. Discussions between both
Departments are continuing and it is expected that agreement
can be xeached in the near future. It is expected that the
agreed arrangements will be based very largely on those
operating before September 1981,

10 Discussions between Departments have also dealt with
the recovery of excess payments arising from concurrent
payments of service pension and other types of social
security pensions and benefits, eg. supporting parent's
benefit or unemployment benefit. The recovery arrangements
being arranged by the departments are being expanded to make
provision for these types of excess payments.

11 In light of the above legal advice and the foreshadowed
new arrangements between both Departments, which will
essentially involve a return to the position that existed
prior to September 198L, there would appear to be no
particular legal or adminstrative need to insert bars into
the relevant provisions of the Social Security Act as
recommended by the Advisory Comittee on Repatriation
Legislation Review in its November 1983 report.

12 It is recognised by both Departments nevertheless that
there are certain limitations in the provisions of the
Social Security and Repatriation Acts to each Department's
powers of recovery of these excess payments which are made
by the other Department. There have been certain
difficulties experienced in this area and accordingly
consideration is being given to this aspect as part of the
review of the recovery arrangements.

13 The implementation of new recovery arrangements has
been delayed, in part due, to the desirability of co-
ordinating the new approach with revised control procedures
for the prevention of these excess payments. These control
procedures. are currently being finalised by both
Departments. These procedures are discussed briefly at

paragraphs 14-18 below.
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Revised Control Procedures for Reducing Incidence of Excess

Payments

14 It has been recognised by both Departments that greater
emphasis should be placed on introducing improved control
procedures designed to prevent the occurrence of excess
payments. If this could be ac}ueved, the difficulties
outlined in paragraphs 4-13 above in relation to
responsibility and procedures for recovery action would
assume a lesser significance.

15 An example of a breakdown in control procedures is
outlined at page 140 of the Auditor-General's Report for
September 1984.

16 Discussions between officers of DSS and DVA were held
in 1983 with a view to achieving improvements in this area.
As a result of those discussions DSS agreed to draft revised
control procedures. Draft procedures were forwarded to DVA
for comment in late 1983.

17 Discussions have been held between both Departments
this year as part of the process of finalising the draft
procedures. The legal aspects of recovery action as
outlined in paragraphs 4-13 above have also been discussed
at that time.

18 DSS is currently awaiting formal clearance of the draft
procedures by DVA. Once such clearance is receivéd from
DVA, it is intended that State administrations of both
Departments be given an opportunity to comment on the
procedures before final procedures are set in place. As
indicated in paragrapn 13 above, details of both
Departments responsibilities for recovery action will be
included in the draft procedures.

30 November 1984
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JOINT COMMITTEE OF PUBLIC ACCOUNTS

Inquiry into the Auditor-General's i P
1 Report September 1984
Submission by the Department of Social Security on paragraph

9.6 - Departmental Protective Security

In recen
o fec n:egéeizsuthe Department has become increasingly aware
pgrade its security arrangements within its

office gegwork to 3 i
Office Tetuor} provide protection for its staff, records

2 The Department
operates through C: x ae in
A a Central Offi
Canberra, Headquarters in each State and Territory and a

network of som i
ot e 210 Area and Regional Offices throughout

3  From the i
. protective security vi i
senior management considers theykeyegz;ré;t;pgﬁl;ipab;tfment' °
(1) protection .
of staff, particularl !
th i

contact areas, from attack and hzrascgzné? public
{ii i i

) :g:ﬁz:goiitnglggngocuments and the relatively
Saap e IDENTIAL material held in Central
(iii i iti )

} :gczili:ﬁt(;fhzcigsztwe personal information relating
eoters S nsas aogdpaper tiles, microfiche and

(iv) increasingly with the introduction of new ADP

Y. the protection of comput t
3 Tin} i
technology : i puter equipment and

4 : X

unde‘:ht:kz;ot;ztn;e security audit of Juliana House was
e cou.rr" he perioed December 1983 to February 1984
i e mt;e of the audit no discussions were held b.
e A s tls.‘enlgr staff on the question of securit Y
1 Is felr that g absence of such discussions may haveyied
to Some tlack un e:§tand1ng about the Department's
comitmen mentPr°t§Ct1Ye security issues. 1In addition, i
made followinglxo:ZZeigzagim::\:e§§ gl:arified aod correct:{o;:
been taken into account in the ;35;225 g;n:?gla::;;r{‘?:e not

5 ific
Genez\:f'zpfs;:;: E;;:;:e‘r:}s1 reterred to in the Auditor
ose raised in tr i i
e W he Chief
andum of 20 June and dealt with in our memo}::‘ri\é;o:lfSG

July and 16 August T
e toldowing paragrap!}‘:se%., l_':ave been addressed seriatim in
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organisational Structure & Policy

6 In the past, responsibility for protective security has
rested with the First Agsistant Director-General (Level 3)
responsible for overall management issues. Recently this
has been reviewed and the ,responsibility for overall
security placed under the control of the National Manager
(Field Operat'ions), a level 5 positicm. The Director
(Pacilities planning), a Class 10 officer, has line
responsibility for the formulation of policy and oversight
nationally of protective security arrangements. Previously
this officer reported to the FADG responsible for national
management jissues. Tnere is a departmental security officer
in Central Office who nas responsibility for operational
matters within that office. In each State Headquarters, an
o fficer has responsibility for security amongst other
duties. In addition, the Security Section in Systems
pivision and the Personnel Practices Section in Resouxce
Mangement Division undertake the specialized systems and
per sonnel. security function.

7 wnile in the past the Department has not had a formal
protective Security Comittee as such, two other comittees
comprising senior Second Division staff have, in fact, been
oversighting security arrangements . The Stratplan Executive
Committee which is responsible for the implementation of the
Department‘s camputer re-equipment progran has examined the
qguestion of protective and BDP systems security in Central.
State ‘Headquarters. Area and Régional offices. The
Departments ADP Security Committee (now named the Systems
security Steering Committee) comprising Second and senior
Third Division staff is responsible for the developing
systems security and also icoks at protective security for
computer equipment, data and communications.

g In July 1984 a protective Security Comittee was formed.
As mentioned above this Committee is chaired by the National
Manager (Field operations). It comprises senior Second
pivision Qfficers including reptesentatives from the
Stratplan Executive Comittee and the ADP security
committee. The protective Security Committee is drawing all
elements of security together. The pirector (Facilities
Planning) acts as secretary to this Committee.

9 specific comments have been made by the Auditor-General
about the operations of the security officer in Central
Office. The involvement of the this officer in routine
tasks did not allow him to operate in a manner appropriate
to his function and level and steps have therefore been
taken to remove routine tasks from his daily schedules.

This will allow the security otfficer to develop techniques
appropriate to the needs of the Department's central Office.
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Security Procedures

10 ‘The Auditor-General
had been issned regardi.

“3-

reported that no written
1 Procedures
ng security arrangements at Central

Of £1
ffice, State Headquarters or Regional Offices of the

Department .

the handling, classification ang
material have been in Place within
years. These instructions were
of the Protective Security Manual

and the Department's operational functi
3 ions.
;(r;i;ﬁ:::gn: were superseded in 1982 with pro'cl:‘:dez:es
om observeg ;.ime Attorx_ley—General“s‘ Department. These have
have poserv nce the:_.r promulgation. In addition, th
instructions in respect of systems securit)" fr;ﬁe

the time the Department

commenced its ADP operations.

12 i
Ofﬁé’t:r;sh:&:ob::;exg?;_ to x;gti that, since May 1984 two

; ing Ll time on th
it W e dev
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13 1 itd

Manag:ngl;;g?e:h;ngggtmegzt‘ commissioned a major Records
83, ¢ Review pla i

on the need for brotection of inﬁorm&tign‘ f:glzgi’:g ;-:;,::SIS

§ report also refers to lack of
Security breaches. 1In this regard

it can be stated that while there has been no formalised

Australian Federal Police

+ The formal reporting system for

securi i i
urity breaches will pe included in the manual referred to

above. "In the meantime

the Central Office Security Officer

has implementeg an interim rfecording system for security

breaches within Central

15 The Audit correctly

Office.

identified that certain security

recommendations put forward in 1978 had not been

implemented. Due to cha
has been decideq not to
rather to seek a further

nged circumstances and te i
: chnology it

review those recommendatj

review by AsIg. fon now but
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16 1In respect of personnel security, a draft departmental
policy was completed and in October 1983 forwarded to the
two most interested staff associations for their
consideration and comment. Since that date it has been the
subject,of consultation and negotiation with the
associations. It is hoped the second draft now being
considered by the associations will be agreed to shortly.

17 The Department is also in the process of identifying all
positions vhich have access to material classified as
CONFIDENTIAL. A consolidated list of these positions will
be prepared and attached to the final personnel security
policy.

Administrative Practices

18 The Auditor-General referred to unspecified weaknesses
in controls over security containers. The Central Office
security officer has _been relieved of certain duties and now
has the opportunity to maintain a tighter control over
security containers and their contents. The requirements

which will be adhered to will be:

(i) the changing of combinations at least each six
nonths or whenever there is a change in personnel
associated with a particular container:

(ii) the maintenance of an accurate register:
(iii) the holding of all combinations in signed, sealed
envelopes in a secure location.

19 Contract cleaners in Central Office have not been
security cleared. National security material is not held in
the office and CONFIDENTIAL and sensitive material is locked
away after working hours. In view of this security
clearances are not considered appropriate and are not
sought. The guestion of a 'character check' for cleaning
staff in the Central, State and Regional Offices was
considered but in view of its limited use and the very high
rate of mobility among cleaning staff was not considered

appropriate.

General

-20 Wnile acknowledging that the Security Audit did identify
some shortcomings it has been demonstrated above that
remedial action has been completed or was in train and was
pointed out in our memoranda of 6 July and 16 August 1984 to

the Chief Auditor.
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2l In general, the Department does consider it is taking a
responsible approach to protective security and the
following supports this:-

+ JALBrotective Security Committee chaired by the
National Manager (Field Operations) exists and
considers policy and major operatjonal issues:

+ Systems security has, aver a long period, been
considered by the aDp Security Committee (now
renamed the Systems Security Steering Committee}.
With the implementation of the Department's ADP re-
equipment program ( STRATPLAN), the work of the
Committee has been directed to the new systems
environment ;

+ policy in respect of security is developed in
three areas of the Department: systems security in
the Security Section of Systems Division; personnel
security in the Personnel Practices Section ang
general protective security in the Facilities
Blanning Section of Resource Management Division.

22 In all relevant areas activity is taking place to ensure
the Department protects its staff, assets ang records
appropriately. The most important recent developments have
been: -

- the employment of a consultant to work with the
Security Section and the Systems Security Steering
Comnittee to assist with the upgrading of the
systems security in line with the ADP re-equipment
program (STRATRLAN);

+ threat assessments of nevw mainframe computer sites.
Sydney, Melbourne, Brisbane, Hobart and Adelaide;

+ DNegotiations with staff associations in respect of
the policy on personnel security;

+ the development of a functional brief for a standard
security system for regional office - the systenm
will be incorporated in fit out of offices as they
are prepared to accept the new ADP (STRATPLAN )
equipment and will incorporate and/or upgrade
existing duress alarms and perimeter security
System;

+ the developnent of Protective Security Manuals for
Regional, State amd Central Office staff.

23 Much work has been undertaken and efforts will continue
to be made to ensure an appropriate level of Protective
security in the Department of Social Security.

30 November 1984
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Inquiry into-the-Auditorigeneral‘s-Report; -September: 1984

Submission by the-Department-of Territories-and-rocal covernment

PARAGRAPH 22.1 ~ FINANCIAL STATEMENTS OUTSTANDING

1. The Department acknowledges the importance of
timely reporting and has allotted a high
priority to removing the backlog of statements
awaiting submission to the Audit Office. A
total of eleven statements were listed by the
Auditor-General as having not been submitted
in final form although, as was acknowledged,
some of those statements had been submitted
and returned to this Department for amendment.

2. At the time of writing, nine of the statements
listed by the Ruditor-General have been
submitted to the Audit Office in final form,
having been signed, dated and submitted
formally. They are regarded by this
Department as completed statments, althou?h
they are open to amendment upon Audit advice.
The two remaining statements have been
submitted to the Audit Office in an unsigned
draft form. Details in respect of each
statement are listed below.

3. Considerable steps have been taken to en?ure
that the improved reporting performance is
maintained in the future. Major exercises
designed to improve the preparation of
accounting records are detailed under the
separate headings below, and Finance and
Supply Branch officers are also reguired to
closely monitor performance against proposeé
targets for finalisation which are agreed with
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the Audit Office. 1In addition, as from
Octcber 1984, our Internal Audit Section
undertakes. reviews of the quality of
statements before submission in final form to
the Auditor-General.

ACT FORESTRY TRUST ACCOUNT

1981-82 Statements - submitted in final form;
audit certificate issued 26 September 1984

1982-83 Statements - submitted in draft form;
final form expected by 30 November 1984

Consultants were engaged during 1982-83 to
review forestry operations and administration.
Their recommendations, which are currently
being implemented, include:

decentralisation of financial administration
to Forests Branch;

. introduction of improved accounting systems
and form of financial statement; and
creation of a position of Senior Finance
Officer within the Forests Branch to
oversight administration of forestry
operations and the ACT Forestry Trust
Account,

ACT RENTAL HOUSING

1981~-82 Statements - submitted in final form on
+ 2 November 1984 (amendments were required
to earlier statements)

1982-83 Statements ~ submitted in final form on
31 August 1984

These are notional accounts for which much of
the required data is available only from
sources outside the Department. The Housing
Branch of the Department is examining methods
of enhancing data collection.
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6+ ACT TRANSPORT- TRUST - ACCOUNT

1080-81 Statements - submitted in final form on

24 September 1984

1681-82 Statements - submitted in final form on

16 November 1984

1082-83 Statements - submitted in final form on

16 November 1984
Folloving a June 1984 consultant's report on
the Trust's. current and future computex system
requirements, proposals. are being considered
by the Department's genior management. A
further consultancy report, dealing with
difficulties associated with the chart of
accounts, 1983-84 financial statements and
matters raised by the Auditor-General, is
expected by December 1984.

7. CANBERRA PUBLIC CEMETERIES TRUST

8.

1981-82 Statements — submitted in final form on

22 October 1984 (amendments were required
to ealier statements)

1982-83 Statements - submitted in final form on
13 September 1984

The Department provides secretariat and
financial services to the Trust, including the
task of preparing financial statements. Timely
reporting procedures have been implemented and
the 1983-B4 statements are being produced at

present.

CITY OF CANBERRA MUNICIPAL ACCOUNTS

1081-82 Statements - submitted in final form on
11 September 1984

1982-83 Statements ~ submitted in. draft form on
19. November 1984

The Municipal Accounts are notional ace¢ounts
prepared to reflect those activities of the
Department which are of a local government
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nature. Delays have occured in the past due
to staffing restrictions and a cumbersome
system of manually extracting data from
departmental records after the close of each
financial year. A revised Rates Branch
computer system is expected to be completed by
June 1985 which will facilitate the collection
and processing of information. Manual systems
in other Branches are to be progressively
reviewed for more timely collection of data.

9. Tabling of Financial Statements in the House of

Assembly
The Auditor-General reguested the Department's

advice as to whether financial statements
prepared under section 41D of the Audit Act
1901 would be tabled in the House of Assembly
in view of the proposal for self-government
for the ACT. Until financial arrangements for
a future ACT government have been determined,
no decision on the Audit question in that
respect can be taken. The tabling of
financial statements prior to self-government
is still under consideration.
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PARAGRAPH 22.4 - INDUSTRIAL WAGES PAYROLL
SYSTEM

10.The Department acknowledges the deficiencies

referred to by the Auditor-General and is
taking remedial action to achieve improvement
in respect of all of the matters raised.

11.ADP system development - While the Department

has recognised deficiencies in the system and
has improved high priority sections of the
operation, it has been decided to await
Government decision on the arrangements for
ACT self-government before undertaking a
comprehensive review of the payroll system,
particularly given that the payroll
obligations are continuing to be met. The
Industrial Payroll computer system was bought
by this Department as a package, and
modification to large components is resource

intensive.

special reviews are being undertaken to
identify priority system deficiencies and to
implement enhancements. A team of officers
from our Finance and Supply, Systems and user
Branches has developed system changes to
facilitate procedures associated with the
introduction of the 38 hour week.
Implementation took place in October 1984.
The team has separated the wages payment and
costing functions, which has substantially
improved the operation of the system. A
management consultancy team from ouxr
Establishments Branch commenced a review in
November 1984 with the fbllowing terms of
reference:
. investigate current procedures and

documentation to

ensure that they are efficient and

effective. Recommend changes where
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13.

14.

15.

necessary.

. examine the existing organisational
structure, including the classifications of
the positions in the Section. Develop a
revised organisation if appropriate.

« examine the existing placement of the
Section within the Departmental
organisation. Recommend whether the
Section would be more appropriately placed
within the Establishments Branch.

Payroll procedures - Pay Office staff have
received instruction on the correct
procedures for handling and safe storage of
moneys and have been reminded of the
importance of obtaining complete documentation
when transferring moneys. Detailed written
instructions are in preparation. Payment of
employees, other than those from the Public
Transit area, is in the presence of
supervising officers. Except when they are
personally known to the witnessing and paying
officers, Public Transit employees are
required to show their identification cards
prior to receiving their pay envelope.

The Department uses the Transurety armoured
vehicle service for the transport of moneys,
including cash pays.

Leave records - Following receipt of the Audit
comments, leave records were redesigned, and a
high priority was accorded to developing an
improved recording system. A review by our
Systems Branch to fully computerise these
records commenced in November 1984.
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16. Leave bonuses -~ Procedures have been amended
and ecalculations are checked to ensure, as a
as possible, that future payment of leave
bonuses will be correctly made and recorded.
New procedures are also being considered as
part of the current review of the leave
recording system. There is close monitoring
in the interim.

Reconciliations - Staff in the Industrial
Wages Sub-section have been reminded of the

17

importance of maintaining a record of required

checks, and detailed written instructions are
in preparation. Fortnightly and quarterly

reconciliations of computer produced payroll
to personnel records are now being performed.

18. Employee history file - Limited computer
resources restricts the amount of data which
can currently be retained on the employee

history file. At present the file contains a
complete history of employee payments for the
past five years. Prior to deletion of any
data from the computer record, hard copy is
obtained and is retained in the Sub-section.

19. Overpayments - The Industrial Wages Sub-
section processes pay and allowances for more
than 2,000 industrial workers. It can be
expected, in view of the volume, complexity
and current manual involvement in these wage

calculations, that a level of processing eivor

involving overpayments will occur.

20. The bulk of potential overpayments is detected

by system controls prior to employees being
overpaid. The Department recognises the
importance of improvement in this area,

however, and has reallocated experienced staff

within the Wages and Compensation Cells for

this purpose. 1In addition, our Systems Branch
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22.

23.

30

has made changes to the computer system which
will further reduce the error rate.

Publie-transit employees -~ The weakness
reported by the Auditor-General resulted from

a situation where the delegation to approve
overtime was at an inappropriately high level.
Revised delegations, to officers at lower
levels in operational areas, are to be made to
resolve this difficulty.

Personnel files -~ Papers relating to an

employee's employment are filed separately in
respect of personnel and compensation matters.
Each is the responsibility of different areas
of the Department. The maintenance of
separate files has been found o date to be
the most convenient arrangement.

WITNESSES
The following officers may be departmental
witnesses in the event of a public inquiry.
Mr John A Turner
Mr Ross J O'Connell

Deputy Secretary
First Assistant
Secretary, Management
Services Division

Mr Michael C Woods Assistant Secretary,
Finance and Supply

Branch

November 1984
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JOINT PARLIAMENTARY COMMITTEE OF PUBLIC ACCOUNTS ENQUIRY

INTO THE REPORT OF THE AUDITOR-GENERAL- SEPTEMBER 1984

SUBMISSION BY THE DEPARTMENT OF VETERANS' AFFAIRS ON
25.1 _ADP SYSTEMS DEVELOPMENT

POLICY AND OBJECTIVES

The objective of Veterans' Affairs ADP benefits systems
development is to process claims and enquiries from Veterans and
their dependants, lnvolving access to computer-based records by a
wide range of officers, in the least time consistent with cost
effectiveness,

2. The Department entered the computer era in the mid
1960's. The development in hardware and software since that date
has been enormous. From time to time the Department has been able
to acquire more powerful and sophisticated hardware and software
resources. However some of the Department's major computer
systems were designed before the present, more modern, resources
were acquired. These systems tended to be separate solutions for
discrete processing tasks such as the payment of pensions, the
processing of a claimant's entitlement to disability pension, and
the tracking of paper files relating to claimants. Other tasks,
such as the processing of disability pensions after the claimant's
entitlement has been established, still remain a manual clerical
process working from information on paper files. Automation of
these manual clerical processes and their integration with
redeveloped existing systems into a unified compatible whole
(known as All Pensions And Allowances - APAA)} will reduce
duplication and increase efficiency, A better service and faster
response will be provided to clients and overall management will
be improved by better management information.

3. The Department accepted the Auditor-General's advice on
all aspects raised and took positive remedial actlion wherever this
was necessary. In the remainder of this submission, comments
additional to those recorded to this effeet in the Report of the
Auditor-General are provided where further developments have
overtaken the situation as presented in that Report.

GENERAL

y, Various aspects of the control and monitoring of progress
in the development of systems generally, are mentioned in the
Report. Project Steering Committees have now been formed and are
being chaired by senior officers from the user areas, External
monitoring is now facilitated by two software packages designed
specifically for this purpose and minutes are now maintained for
Priorities Review meetings.

All Pensions and Allowances (APAA)

5. As mentioned in the Auditor-Generazl's Report, a risk
analysis of APAA was conducted. That analvsis confirmed that the
APAA system was a high priority requirement and endorsed the
Department's systems strategy.
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6. 20 Staff had commenced the detailed design of the APAA
development in August 1983, However, just shortiy after, the
Government announced that in future, an assets as well as an
income test would apply to the grant of service pensions. Whereas
APAA was, and is, accorded a high priority, systems development
for the assets test therefore had to be given precedence. After
the team for this new task had been assembled only four staff
remained in APAA development, The assets test systems development
has now essentially been completed and the APAA project team has
now increased to 10. Further staff allocations will be made.

7. No special funding for APAA manpower and software
resources could be provided in the 1984-85 Budget and funding is
confined to the Department's overall allocation for general
systems development. WNevertheless, the next major elements of the
system are proceeding with a view to implementation in June 1985.
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JOINT PARLIAMENTARY COMMITTEE OF PUBLIC ACCOUNTS ENQUIRY
INTO THE REPORT OF NERAL ~ SEPTEMBER 19

SUBMISSION BY THE DEPARTMENT OF VETERANS' AFFAIRS ON
25,0 PENSION OVERPAYMENTS AND OTHER DEBTORS

POLICY AND OBJECTIVES

Insofar as pension overpayments and other debtors are
concerned, the Department's objectives are to minimise their
occurrence to the extent that this can be achieved in a cost
effective way, to record known overpayments reliably, and to deal
with them with efficiency and fairness.

2, When designing systems and setting down procedures, care
is taken to guard against overpayments. Nevertheless they can
oceur, and the Department's procedures for recovery of pension
overpayments by lump sum or by deduction from pension instalments
are aimed at providing a balance between the need to recover and
the need to avoid unnecessary hardship. These include provisions
for waiver or write off.

Dual Payments_of Pension

3. Since 1981 the Department of Veterans' Affairs (DVA) has
accepted sole responsibility for recovery action in respect of
overpayments resulting from the dual payment of social services
and Repatriation pensions. 1In accepting this responsibility
however, the Department was not convinced of the correctness of
the Department of Social Security (DSS) opinion that the lack of
any appopriate legal provisions in the Social Security Act put the
onus on this Department (DVA) to take action even where dual
payment was the result of the grant of a social service pension.
DVA held the view that section 86 of the Repatriation Act,
prohibiting simultaneous payment of service pension and age,
invalid, or widow's pension, should have a universal effect and
should not affect only the activities of DVA. That view has now
been found to be correct and DSS have agreed in principle to
return to the "last to grant" basis of the arrangements from
1966-1981. Detailed procedures are now being developed to provide
the basis for quick and efficient clearances between the two
departments.

¥, The 1982 computer matching exercise was conducted by DSS
with the aid of a computer tape of service pensioner details
provided by DVA. The following dual payments of pension were
identified:-

TYPE NUMBER OVERPAYMENT
Service Pension/Age Pension 110 $357,699
Service Pension/Unemployment
and Sickness Benefit 2 $185,735
TOTAL 79 $50L, 30
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5. The Auditor-General's Report states that although there
are "procedures for liaison ..." {(by DVA) ... "with the Department
of Social Security at times of grant of service pension" there
were nevertheless 119 overpayments. DVA does in fact follow
clearance procedures with DSS before a service pension is granted
and because age eligibility for service pension is achieved five
years earlier than for age pension it is likely that most, if not
all, of the service pension/age pension dual payments would have
followed the granting of social services pension, Because of the
DVA clearance procedures, it is also likely that service
pension/unemployment and sickness benefit dual payments would not
have flowed from the grant of a service pension.

6. The Department 1is ensuring that its required procedures
are carried out and is working with DSS to help it overcome its
dual payment problems.

7. A further matching exercise is currently being
conducted. Full results are not yet available from DSS but
preliminary information suggests that no dual payments of age and
service pensions have been identified.

Central Office Role

8. The Department traditionally has placed the
responsibility for a significant range of matters at the Branch
Office level. This may have some risk factor, but has helped to
avoid duplication of effort and resources which has been of
particular benefit in situations of staffing restraints.

9. The Auditor-General's Report suggests however that the
Central Office of the Department should be playing a more active
role in the detailed monitoring of standards of debtor control and
in the collation and evaluation of management information
concerning overpayments, It is accepted that this is a point of
view which must be taken into account. The Department is
examining the possibility of establishing an overpayment control
group in its Central Office but has been constrained by limited
staff resources. The envisaged responsibilities of such a group
would include the prevention of overpayments and the use of ADP
measures to identify and therefore shorten the duration of
continuing overpayments. It is also envisaged that pilot studies
would be undertaken to test in advance the cost effectiveness of
such measures and particular attentfon would be paid to high risk
groups.

10. At the same time, as far as detailed monitoring and
information services are concerned, such activities, given the
comparatively limited incidence of overpayments, may not be
cost effective, particularly as existing procedures have been
designed to achieve a greater simplicity and efficiency of
overation. This is a-question which will need to be examined.
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New South Wales, Victoria, South Australia

11. Audit has acknowledged that matters arising from
inspections in these States have been rectified and further
comment is unnecessary.

12. However, in Central Office, processing of submissions for
write off/waiver is still in arrears because this labour intensive
task had to be given a relatively low priority in the allocation
of searce resources, It 18 acknowledged however that this task
must be brought up to date and a number of options are being kept
under review. .
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APPENDIX C
DATE OF HEARINGS, LIST OF WITNESSES AND OBSERVERS

The following items from the Report of the Auditor-General -
september 1984 were made the subject of a public inquiry at
Parliament House, Canberra, on 15 Kay 1985:

Department of Territories and Local Government

Financial Statements Outstanding

Paragraph 22.1
Industrial Wages Payroll System

Paragraph 22.4

The following witnesses were sworn or made an affirmation and
were examined by the Committee at the public hearing:

First Assistant Secretary
Housing and Welfare Branch

Ms L M Webb

First Assistant Secretary
Management Services

Mr R J O"Connell

Acting First Assistant Secretary
Community Affairs Division

Mr M Woods

Acting Director
Finance and Marketing
Forests Branch

Mr R P Sawyer
Mr R H Collis Acting Commissioner for Housing

Director
Internal Audit

Mr G C Gaskill

Mr B J Wojewidka Acting Project Manager

Industrial Wages

Mr J Wynants Acting Director

Accounting and Supply Division
Director

Finance and Administration
Public Transit Branch

Mr V Smorhun

During the public inquiry the Committee was assisted by the
following observers:

Bustralian Audit Office
Department of Finance
Public Service Board

Mr B Beasley
Mr C J Louttit
Mr J Russell
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The following item from the Report of the Auditor-General -
September 1984 was made the subject of a public inguiry at
prarliament House, Canberra, on 22 May 1985:

Department of Administrative Services

Paragraph 1.1 Property Directorate
The following witnesses were sworn or made an affirmation and
were examined by the Committee at the public hearing:

Mr A R Palmer Deputy Secretary

Mrs P Morris Acting Dbirector of Property

Mr R Whitfield Acting Executive Officer
Information Section and Property

Mr A B Skinner Assistant Secretary

Systems Branch

During.the public ingquiry the Committee was assisted by the
following observers:

Mr J Hardwick
Mr S Mayes
Mr J Russell

Australian Audit Office
Department of Finance
Public Service Board
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