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DUTIES OF THE COMMITTEE

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

follows:

g;ﬂgject to sub-section (2}, the duties of the Committee

{a) to exaxpine the accounts of the receipts and
expenditure of the Commonwealth including the
If\lg:ilzcz.al statements transmitted to the

uditor-General under sub~section (4) of secti
50 of the Audit Act 1901; (4) of section

(aa) to examine the financial affairs of authorities of
1_:he Commonwealth to which this Act applies and or
intergovernmental bodies to which this Act
applies;

(ab) to exam;'.ne all reports of the Auditor-General
(1n5:1ud1ng geports of the results of efficiency
audits) copies of which have been laid before the
Houses of the Parliament;

{b) to report to both Houses of the Parliament, with
such comment as it thinks £it, any items or
matters ‘.f.n those accounts, statements and reports,
or any circumstances connected with them, to which
the Committee is of the opinion the the attention
of the Parliament should be directed;

{c) to repox.:t to both Houses of the Parliament any
alteration which the Committee thinks desirable in
the forxp of the public accounts or in the method
of keepmg them, or in the mode of receipt,
control, issue or payment of public moneys; and

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

and include such other duties as are assigned to the

Committee by Joint Standing Orders appr
Houses of the Parliament, ¢ pproved by both

(iv)

PREFACE

Each year the Committee examines recently published reports of
the Auditor-General. Following the tabling of the Report of the
Auditor-General -~ March 1984, the Committee sought written
submissions from 16 Departments in respect of the 19 items listed
in Appendix A.

The Committee Gecided to take evidence on two items - Department
of Health, National Biological Standards Laboratory (para 11.1),
and Australian Broadcasting Commission (Corporation}, Hiring and
Flying of Aircraft. Public Hearings were held in Parliament

House, Canberra, on 15 and 22 May 1985 and details are listed in

Appendix C.

Supplementary submissions were sought also from the Departments
of Finance and Employment and Industrial Relations on Public
Sector Training ~ Salary Payments; Social Security and Employment
and Industrial Relations on Unemployment, Sickness and Special
Benefits; and Veterans' Affairs, Social Security and Telecom on
Telephone Rental Concessions to Pensioners. & copy of all
submissions received is included at Appendix B.

This Report comments upon the responses of the departments which
were required by the Public Accounts Committee to provide
explanations of the criticisms raised by the Auditor-General in
his Reports.

congideration of the matters raised in this Report was undertaken
by the Sectional Committee ~ Sub-Committee *A' which was chaired
by Senator G Georges.

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

16 October 1985
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CHAPTER 1
DEPARTMENT OF DEFENCE
MAJOR EXERCISES

1.1 The Auditor-General's March 1984 Report roted
significant shortcomings in the Defence approach to the
planning,execution and evaluation of major nilitary exercises
particularly Exercise Kangaroo 83, and to the estimating process
in firancial control.

Exercise Planning

1.2 The Auditor-General noted considerable imprecision in
the form of objectives and tasks set, providing an insufficient
basis wupon which to measure exercise performance., Audit
considered that, given the many stated purposes of major
exercises, the value of exercises would be improved if objectives
ang tasks provided a clearer basis upon which to measure exercise
performance.,

1.3 Audit found 1little evidence of the costing of
alternative proposals, Decisions generally appeared to have been
made without referral to costed options. Issues which had been
considered and decided upon by exercise planners. were not
supported by sufficient documentation of cost/benefit analysis,

Financial Control

1.4 Audit noted the need for a significantly improved basis
for estimation of direct costs of major exercises.

Exercise Reporting

1.5 Audit considered that there had not been clear
assigning of responsibility for monitoring of action taken on
identified 1lessons learned from major exercises, Progress
reported from related inguiries was not reviewed prior to the
planning and conduct of subseguent exercises.

Departmental Response.

1.6 The Department considered that significant improvements
had been achieved in the management of major exercises in recent
years and accepted that scope for further improvement exists. The
Department rejected RAudit's suggestion that greater precision in
planning and reviewing processes and greater documentation and
analysis of planning and cost/benefit issues was likely to result
in more informed decisions for rationalisation and deployment of
available resources. Instead, the Department will be looking to
improve the early planning and budgeting process by achieving
earlier definition of force allocations and resource limits
within which major exercises. are to be constrained, and by
applying the improved costing and estimating method.



Exercise Planning

1.7 The Department rejected the proposal. to define
objectives and tasks more specifically to allow ‘measurement of
performance!, and to allocate priorities, The proposal
misunderstood the total exercise planning. process, The
Auditor-General's comments concerning exercise planning
oversimpl ified a very complex process and the concept of
'measuring exercise performance' = in the usual audit sense
appeared inappropriate to major military exercises.

Fipancial Control

1.8 The Department concurred with the Auditor-General‘s
recommendations for financial control. Action was already in
train to improve the estimating process and standardise costing,
The Minister for Defence has endorsed the Department's costing
policy paper which, in part, sets out standard cost definitions
to be applied in costing Defence activities. The concept of
‘direct cost' was to be introduced by the end of 1984 for all
submissions to the Minister requiring approval for Defence
exercises.

1.9 The costing report for Exercise Kangaroo 83 was
completed in April 1984 ang the financial outcome of the exercise
against budget provisions has been included in the Exercise
Director's Post Exercise Report, Financial reporting of this
nature will be an integral part of the bost-exercise reporting
Process for future major exercises.

Exercise Reporting

1.10 For Exercise Kangaroo 83, the Chief of Defence Force
Staff (CDFS) and the Secretary endorsed a two phase program For
the follow-up of exercise recommendations, DPhase 1 involved
obtaining comments from the Service Office, Australian Joint
Warfare Pstablishment and Defence Divisions on relevant Post
Exercise Report recommendations. Phase 2 required responses to be
collated by the Joint Military Operations ang Plan Division
(JMOP) and the issue of a detailed follow-up program including
monitoring requirements. Phase 1 was completed in early June 1984
and Fhase 2, activated on 26 June 1884, is currently in progress.

Conclusion

1.11 This item highlights perceived shortcomings in the
management of Defence Force Projects., The Auditor-General's
Report of September 1983 (paragraph 5.2: Project Management
Review) covered a general review of the Department’s practices in
this regard.

1.12 The Committee has noted the initiatives ang controls
developed in  response to the comments made by the
Auditor-General, The principles raised in this examination are
being addressed by  the Committee's inquizy inte Project
Management in the Department of Defence, commenced on 7 March
igag. The Committee expects to report on this reference later in
85.
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CHAPTER 2
' ** DEPARTMENT OF DEFENCE SUPPORYL

MANUFACTURE OF MUNITIONS

i i ility of the Department of
' Budit concluded that the inability b 3

%é:flance to define the stratleglc gfpagilfl(::;esthét D;;g;::;:gt fgg
mupitions creates. fundamental problem eninn Pooat o
befence Support and its fa.ctones in p ;: factory orant
ili G i isation programs, Curren X :
capability and rationalisa ek S iy and

inistrative arrangements for muni odu

;Sgtﬁ:ﬁent have a number of shortcomings resulting in:

difficulties in resolving design, technical and
production problems;

ordering of uneconomic quantities of munitions; and

inefficiencies in ordering components and raw
materials,

iti here is scope for
- addition, Audit considered that t
ihg Ceni:r.-:::{1 Office 'of the Departmer}thtof ogefe:g: Sgsgg;:ie:?
i reater management oversig .
2235;5&5 gassisted by improved management reporting by the

factories.
bepartment of Defence Response

iodi iews of the
e Department stated that pericdic revi .

fa\;irall caagé'city pand structure of the Q?erraune:“t‘:alfl?;to:é:serha\ég
'l tructuring into 1

Y e tyens i tune with current defence

more efficient factories, more in m t } efence
has directed reviews o

needs. More recently <Cabinet . e ey ieus O eihe

shipbuilding and ship repair in ustr . C

gi:\;izigé rec%mmended inclusion of the munitions industry in

those reviews.

i tment's Five
- regards short term planning, the Depar
lzc'é:r Defenﬁz ;rggram (FYDP} is a detaxledbind fgggdg g;z;z:g;;sg
i i i rable a
document, possibly without peer in compa : L Sovernment
i ojections of requir I
budgetary planning. While Defence pr e o e e o
ion of ammunition may fall shor
i:f?ibiplriog;c’tgesired‘ by the production planners, tfhey Ca:z:
considerably more timely and reliable than the 'ocfeorder
available to commercial ink:iuft:%:. w:flx‘?ﬂ‘lcir:n?yrdoftonei‘g:n?::mo:dering
ities, it is agreed tha e effi
%ga;:lté:s'imjiaroved gif the Department of Defence Support ':ze
betg:ter able to define minimum economical pr‘oductlon run si '
for the current range of munitions reguirements.

ini PYY; ; ishi the Department
strative Re—Arrangement.s qbohshmg X X
! g]fqenggxé‘;g; ‘Support and re-establishing these cffxces—Gxn e‘rﬂa}f
Department of Defence were approved by the Governor-Gen
on 13 December 1984.



2.5 Defence recognises the attempts being made in Defence
Support to jointly achieve production objectives., With regard to
the management of Initial Production Teams, this function has now
been passed over to Defence project managers and, as acknowledged

Defence Support, the revised arrangements should avoid
recurrences of past problems.

Department of Defence Support Response

2.6 The Department of Defence Support agreed with Audit
conclusions, and the initiatives referred to below address the
deficiencies noted,

2.7 Initiatives referred to in the Department's response

included:

. a detailed review of costing and pricing of factory
operations and products;

. the pepartment is currently considering the assessment
of costs of unused capacities retained in the interest
of strategic considerations as part of its
impl ementation strategies aaqainst Project MURAD -~ a
project directed at improving performance in the
finance, supply and personnel  functions of the
production establishmentsj

. rev:}ews on future defence industry needs, strategic
facilities in Government factories, factory
restructuring and development, etc, are now in hand;

. a Program for efficient production ana accurate
forecasting of deliveries has high priority within
Defence Support. Defence Support is exploring with
Service customers the possibility of multi-year
ordering to permit more efficient planning and
production operations;

. a detailed Directory of Australian Defence and Offsets
Industry is about to be re-published;

. better methods for increasing delivery are being
introduced;

. ADP systems are being trialled and introduced to ensure
a more efficient approach to production control and
monitoring;

. as part of its program to implement recommendations of
the Joint management review of the administrative
functions of the production establ ishments {(Project
MURAD) the Department is undertaking a review of the
costing and pricing arrangements within the
establishments;

' j i i be modelled
management of new projects in futur_e is to
on tge namel arrangement which to date has proven most

effective;

. better phased production management is to be
introduced;

. particular attention will be given to ensure that

i j tories are
transfer of production projects between fac )
undertaken v?hile continuing to achieve delivery

requirements;

i i tractual
. initiatives are in hand for greater con U
responsibility by Munitions Division, including
delivery and cost accountability; and

in 1984-85 the Department will be addgessing issue§
such as performance measuremex_]t, both internally and
through appropriate consultancies, to ensure the most
efficient review and control over delivery performance.

Conclusion

. The Committee has noted the initiatives and controls
33e3eloped in response to thq comment§ made. by thg
Auditor-General. The principles ‘ralsed in thg.s exgm:natlon 'a;t
being addressed by the Committee's inquiry into 7Prgge0h
Management in the Department of Defence, gommenced on . r.n
1984. The Committee expects to report on this reference later i

1985,



CHAPTER 3
DEPARTMENT OF EMPLOYMENT AND INDUSTRIAL RELATYONS

UNEMPLOYMENT BENEFIT ADMINISTRATION

3.1 Audit revealed signifi i

. u gnificant  weaknesses in  the
administrative arrangements between the Department of Social
Security (DSS} and the Commonwealth Employment Service (CES) and
in the associated procedures and controls in operation at CES,

Unemployment Benefit Administration Arrangements

3,2 Audit examination disclosed that dministrati
arrangements between DSS and CES were inadequate tao ex?;:rea‘t:gg
all unemplcfymenf: beneficiaries were registered for empl oyment
with CES. Disparities were caused by the CES not advising the DSS
of instances where beneficiaries were removed from the register
for employment for failing to respond to CES correspondence.

3.3 Audit suggested that the arran ement i G
‘ 5 ang
CES' procedures would be strengthened ifs ¢ associated

. all terminations of registration b E\ i
advised to DSS; and ¥ CES offices were

. DSS were to ensure that all individuals, whose benef i
X efits
;xg(tehr‘easi;orqd_ortcontmued, were re—regi'stered with CES
i eclpient providing evidence to the D
re-registration, s S5 of the

Work Test Procedures

3.4 Audit noted that only a limited numb i
. er of job seek
registered for unemployment had been subjected to the]work te:]é,s
and, even in those instances, the application of procedures was
inconsistent. Audit found that due to the limited number of job
Z::;:ﬁ;e;z procesdsedthby CES, compared with the number of Jjob
ocesse e general i i
vae negErooesse ' g application of work test programs

3.5 Audit suggested that the work test ideli
. € guidelines be
::;;;;gymgzt igab%g .equxtable and general application to all
neficiaries to determine whether t Q
to accept an offer of suitable work. hey are prepared

Review of Assistance to Registered Job Seekers

3.6 Audit noted instances where there was no regu i
9f ass_lstancg to.registered job seekers. The audit algolziséfz;:g
inconsistencies in both interpretation of instructions regarding
the form . Of the regular review of assistance and the
consequential termination of the registration of a job seeker.

A

7
|

Job Seeker Cards

3.7 Audit noted that the standard of recording of
information on job seeker cards was not always satisfactory,
Audit revealed instances where the cards lacked evidence that
prescribed procedures relating to the recording of action taken
in respect of those registered had been implemented.

Liaison with Department of Social Security

3.8 Inconsistencies were noted in information forwarded to
the DSS by CES offices in relation to the termination of
registration for employment. Audit also noted there was no
positive means of ensuring that all advices to DSS had been
despatched to, and received by, the DSS Regional Office.

Re-registration of Job Seekers

3.9 Audit disclosed that job seekers whose registration for
employment may have been terminated by CES, may be restored or
continue: to receive Unemployment Benefit (UB) from DSS without
re-registering with CES. As the Department of Employment and
Industrial Relations (DEIR) has implemented a number of
employment creation programs to assist the disadvantaged
unemployed registered at CES, Audit considered that the
Department should take action with a view to ensuring that all
unemployment beneficiaries are registered for employment. Audit
suggested that the Department should consult with DSS to develop
more effective arrangements and procedures to ensure that
recipients of UB are registered with CES.

Department of Employment and Industrial Relations' Response

3.10 The Department advised the Committee that a review of
administrative arrangements had resulted in revised liaison
procedures, which provide for:

DSS to action on claims for UB only where such forms
have been endorsed by the CES;

. the CES to advise DSS of all placements and lapses;

. DSS to advise the CES, by way of ADP output, of all
terminations, rejections and restorations; and

. beneficiaries, who change their address, to have their
fortnightly UB Income Statement endorsed by the CES.

3.11 Procedures for the application of the Work Test have
been reinforced with CES staff, %The revised procedures are
expected to result in wvirtwally all UB recipients being
registered with the CES. The Department stated that the current
interpretation of the Work Test which is the product of some
years of refinement provided a coverage which is sufficiently



equitable and general to withstand the closest scrutiny. The
Department believed that there is not general community
dissatisfaction with the application of the Work Test and further
stated that a general review of the Work Test guidelihes is
currently neither desirable nor appropriate.

3.12 The Department had independently recognised the
inadequacies of the procedures for assistance to registered
job-seekers and in April 1983 had begun a review which resulted

in the issue in August 1983 of revised procedures. The procedures.

rectified the deficiencies noted by the Audit and generally
improved the service offered to CES clients.

3.13 In addition, the new CES/DSS 1liaison arrangements,
which commenced on 1 August 1984, provided for DSS to advise the
CES, by way of ADP output, of all UB terminations, rejections ané
restorations, This will further enable the CES to maintain
accurate records. of jcb-~seekers seeking employment assistance.

3.14 The Department acknowledged the validity of the Audit
findings in respect of job-seeker cards., However, corrective
action was undertaken independently in August 1983 when revised
procedures, designed to rectify such deficiences, were issued.

3.15 The Department considered that there was no real
inconsistency in information forwarded to the DSS by CES offices
in relation to the termination of registration for employment.
All offices were providing information required by the existing
instructions, Furthermore, the revised procedures, regarding UB
administration, addressed the liaison matters by requiring the
CES to advise DSS of all placements, and lapses of job-seekers
records, through the use of a prescribed form.

3.16 The Department also stated that the revised procedures
satisfactorily resolve the matter of re-registration of
job-seekers.

3.17 In recognition of the importance of the matter of

ljaison arrangements bLetween the CES and DSS, the revised
procedures were to be reviewed by both Departments after three
months operation.

bepartment of Social Security's Response

3.18 The Department advised the Committee that, due to the
revised@ procedures agreed upon between the Department of
Employment and Industrial Relations and the Department of Social
Security, changes were being made to the DSS ADP system, and
clerical procedures in both Departments were being amended,

3.19 Implementation of the revised liaison arrangements is
discussed in more detail in Chapter 9, Department of Social
Security, of this Report.

o

Conclusion

3.20 The Committee is very concerned that weaknesses in the
administrative arrangements between the Department of Social
Security (DSS} and the Commonwealth Employment Service (CES) and
in the associated procedures and controls in operation at CES
were found by Audit.

3.21 The Committee endorses the establishment of the DSS/CES
review group and the introduction of revised liaison arrangements
between CES and DSS. The Committee expects to be advised of
progress in the response to this Report.

PUBLIC SECTOR TRAINING ~ SALARY PAYMENTS

3.22 Audit noted evidence that deficiencies existed in the
controls over the charging of trainee salary payments to
appropriations of Department of Employment and Industrial
Relations (DEIR). The Department of Finance (DOF) carried out a
naticnal survey of salaries charged to the appropriations of DEIR
Manpower Training Programs in late 1982, The survey disclosed
that salaries being paid to a significant number of persons were
being charged incorrectly to DEIR appropriations although they
were no longer in a training program or had been appointed to a
permanent public service position., The survey indicatea a lack of
oversight by DEIR of the charging of salary payments to
appropriations under its control.

3.23 Audit suggested that :

. controls over the charging of salary payments to the
appropriations would be strengthened if the traiping
agreements and associated departmental instructions
were revised to specify clearly the responsibilities of
DEIR and participating departments;

. at the cessation of training, DEIR should remind_ the
participating department of the need to terminate
trainees' salaries; and

. DEIR should initiate a regqular review of chargings to
the appropriations of the manpower training programs.

Department of Employment and Industrial Relations! Response

3.24 The following action has been taken as a result of the
Auditor~General's Report:

. all participating departments were supplied with
printouts from DOF and requested to review tl:xosg
printouts to ensure that only current trainees remained
as a charge against DEIR;



. similarly, departments are to be requested to check DOF
bimonthly printouts of trainees for each participating
department to ensure that only legitimate trainee
payments are being charged to the DEIR'Ss appropriation
codes; and

. the CBS 1Instruction Manual segment which covers
Government employment is to be revised to reflect the
changed procedures,

3.25 DEIR was asked to provide a further submission
Clarifying the efficiency of action taken on this matter, in
particular, the circulation of printouts to participating
departments, the checking of printouts and changes to the Manual.
DOF was asked to outline measures taken to rectify charging
errors in respect of DEIR trainees. In particular, the Committee
requested information on progress on program amendments to
provide the report reguested by DEIR on a regular basis to allow
it to monitor payments made through the Finance Pay System.

3.26 DOF is now producing bimonthly printouts which are
distributed to DEIR at the State ang Territory Office level and
to participating departments, enabling a check to be made on
current trainees. ‘There are still some problems with the
regularity and timing of printouts which are being pursued.

3.27 State and Territory Offices of DEIR have been checking
the relevant printouts for miscoding and have identified
instances where corrective action has been or needs to be taken,
It is not possible to answer for all the participating
departments but where miscoding has been identified by DEIR the
department concerned has been notified and encouraged to improve
their checking procedures. At the same time, where errors have
occurred, action has been taken to transfer the funas into the
correct appropriation code. A recent survey of the procedures
indicated, however, that some DEIR State and Territory Offices
needed to tighten their arrangements for the future.

3.28 Draft forms and procedures have been developed but the
introduction of the necessary changes has been delayed due to the
need to develop new program arrangements in respect of the Report
of the Kirby Committee of Inguiry into Labour Market Programs
released in January 1985 and the forthcoming Report of the Review
of Aboriginal Employment and Training Programs. Priority has also
been given to the “introduction of a new training agreement ana
associated procedures in respect of wage subsidy arrangements in
general. Given the range and complexrity of the changes under
consideration, it was considered that changes to the arrangements
governing public sector trainees should be introduced as part of
a total package of changes to be assimilated by Offices of the
Commonwealth Employment Service (OCES) . fThe following factors
were relevant to this preference:

. public sector training is a relatively small element in

programs other than Training for Aboriginals compared
to related training arrangements in the private sector;

10

a changes to administrative arrangements set out in
t:i CE:Sg Manual needed to take into account the
complexity of the instructions ung'(er which OCES staff
operate, Where possible it is considered preferable for
related instructions to be issued as a package rather
than piecemeal, Changes of this kind normally entail
staff training and are normally packaged in a way to
minimise the disruption to the normal placement
activity of the CES; and

. there was a strong possibility that public sector
training would not continue in.its present form, g¢iven
the new program arrangements discussed as a result of
the Kirby Inquiry., DEIR's subqu.§sxon to the Mlllex_:
Committee of Review of Aboriginal Employment and
Training also proposes changes to public sector
training.

isti ts give a
3.29 DEIR concluded that the existing arrangemen
greater degree of control than was possible prev:.ousl.y, but there
were still problems associated with the checking of the
printouts.

3.30 If public sector training is to continue thgn. the
format of the printout needed further develqpment to faczllta_te
the required checking and to lessen clerical workloads. The
development of new computer systems in DEIR, in particular, .tkfe
Job Seeker System, will allow the production of more appropriate
reports by State and Territory Offices and p_oss:.b;y also the
production of form letters to _par!::.c:l.patmg qepartments,
notifying them of approaching completion dates for trainees.

3.31 In considering the appropriate  administrative
arrangements, DEIR's view was that due recognition should be
given to the position that the essential problem was not one of
overpayment but miscoding.

Department of Finance (DOF) Response

. DEIR approached& DOF in December 1983. and sought a
iii%—.ing froEm theppE‘inance Pay System showing trainees currently
charged to NESA and SYETP appropriations and the provision of the
information on a cyclical basis, The 1listing of current payees
was provided in March 1984 and it was_agreed to make program
changes to the Pay System to enable provision of the report on a
regular basis, Because of other.subs.tantlal work prmntles(
these changes were not completed immediately, but were expected
to be available within the next few months.

o A further request datead 27 June 1984 was received from
?)E:i?i seeking i.nclusit;:\CI of a facility in the Finance Pay System
which will automatically cease salary payments to trainees at the
expiry of their training period. DOF advised that this request
was not practicable at the time. The programming resource

11



implications of such a development are quite substantial and,
having regard to the limited nature of the application it would
serve, could not be afforded high priority relative to other
demands in the area of Finance Systems developments. The control
over cessations of payees, as for other variations to payroll
data in the Finance Pay System, is an integral part of personnel
management and systems controls. However, the abovementioned
reporting facility being developed through the Pay System should
facilitate management of the training schemes,

Conclusion

3.34 The Committee notes the initiatives which have been
taken to reduce the incidence of overpayments. The Committee does

not accept that any overpayment of Commonwealth funds is merely a

matter of miscoding. All cases detected must be investigated and
recovery action instituted. The incidence of the incorrect use of
DEIR appropriation codes must be 1lessened by the further
development of appropriate controls and training of staff,
including supervisory staff, The Committee regards these elements
as essential ingredients of any program involving the transfer of
funds. The Committee will continue to monitor this item in
subsequent Auditor-General's Reports and in the response to this
Report.,

12

CHAPTER 4
DEPARTMENT OF FINANCE

TREASURY REMOTE INPUT/OUTPUT SYSTEM (TRIO)

4.1 The following suggestions for improving controls in the
system were represented by Audit to the Department:

. that reqular review of the TRIC system console log was
necessary to ensure the correctness of functions
rerformed by the operator;

. that formal clearance should be obtained for use by one
office of another's identifying code; ana

. that delays which occasionally occurred in transferring
work to the back-up machine when breakdowns occurred in
the Canberra Regional Office minicomputer could be
alleviated by more complete dJocumentation ot the
back-up procedures.

4.2 Rudit also made a number of suggestions for
improvements which it considered should be taken into account
during the Department's major revision of the TRIO system then in
progress. In addition, Audit observeu that the check digit
technique currently in use in the TRIO system on chegue numbers
was not fully effective as it would not cetect errors in
transposition of numbers.

Departmental Response
4.3 The Department stated that:

. the review of the console log is now undertaken daily
by the ADP Services Manager who initiates any follow-up
actions if necessary;

. new procedures now require requests for processing
input data on behalf of other Regional Offices to be
supported by formal authorisation; ana

. the Regional Office now has an effective and reliable
back-up system.

4.4 The Department advised that Audit's suggestions for
consideration during the current program for re-equipment of the
Finance computer network were of significant importance. The
suggestions dealing with the VDU screen formats, error cisplays,
and keyboard layout would be implemented. The Department will
also consider use of encryption devices for data security at the
time that such security is dGeemed necessary.
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4.5 The Department advised that experience since the
inception of TRIO supports its conclusion that the prescribed
manual checks applied are sufficient to provide adequate
protection against possible transposition errors.

Conclusion

4.6 The Committee's conclusion to this item and the next
item below is in paragraph 4.9,

CENTRALISED SYSTEM FOR RECONCILIATIOR OF DRAWING ACCOUNTS (RECO)

4.7 Audit identified certain control weaknesses in the RECO
system, These referred to:

. edit input/output checks;
absence of control totals; and
. age of the system.

Departmental Response

4.8 Remedial action has been taken on the particular
matters described above to correct the weaknesses detected during

the audit:

the RECO EDIT program has been amended to proc'iuce
control information which reports on transactions
generated by the program itself and which permits
reconciliation with data extracted from the TRIO
system;

agreement has been made to review control totals at a
later date; and

work has commenced on a review of program docun.\enta}t:zlon
and should be completed depending upon the availability
of programming resources.

Conclusion

4.9 The Committee notes the action taken in response to the
comments made by the Auditor~General in relation to both of these
items, The Committee's Sectional Committee on Automatic Data
Processing will be maintaining an interest‘ln the management of
the computing systems in the Department of Finance.
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CHAPTER 5
DEPARTMENT OF FOREIGN AFFAIRS
AUSTRALIAN DEVELOPMENT ASSISTANCE BUREAU (ADAB) - EMERGENCY
HUMANITARIAN ASSISTANCE AND DISASTER RELIEF
5.1 An audit of the Bureau's administration of humanitarian
assistance and disaster relief was completed in December 1983,
The audit covered:

. the procedures adopted by the Bureau to implement the
Government's aims and objectives for the provision of

relief;

. mechanisms and quidelines for the Bureau's evaluation
of requests for assistance;

. procedures for approval of Government agsistance;

. monitoring procedures which enable the Bureau to
evaluate the cost effectiveness of aid; ana

. procedures for ensuring expenditure is accurately
recorded,

5.2 Unsatisfactory matters referred to the Bureau were the

lack of administrative guidelines for considering proposals for
assistance for refugee and disaster relief situations; ana lack
of evidence that the implementation of aiad proposals was
monitored by the Bureau.

Bureau's Response
5.3 ADAB advised that:

. since publication of the Auditor-General”s Report, it
had undertaken preparation of a broad statement on
emergency humanitarian and disaster responses ana woula
aim to implement progressively, matters arising in the
Aid Review Report; ana

. since the audit, the Bureau's ability to monitor
emergency relief had been upgraded, particularly in the
South-West Pacific, through the Natural Disasters
Organisation; and generally through the Australian
Overseas Disaster Response Organisation; as well as the
establishment of a data base of past levels ot
assistance to refugee, humanitarian and disaster
situations to assist future planning.

15



5.4 It was noted that both of the above would depend to
some extent on staffing in the Bureau. This problem would be
addressed in the Bureau's recommendations on the conclusions of
the Aid Review Committee and on policy-related conclusions to be
drawn f£rom its review of emergency humanitarian and disaster
relief responses. :

Conclusion

5.5 The Committee notes the report of the Aid Review
Committee, ADAB's in principle agreement with the suggested
introduction of guidelines and procedures and the action now
being undertaken. The Committee expects to be informed of the
development of policy in this field and advised of the consequent
guidelines and procedures.

AUSTRALIAN DEVELOPMENT ASSISTANCE BUREAU (ADAB) -~ DESICCATED
COCONUT FACTORY ~ TONGA

5.6 An audit of the project was undertaken in late 1983 to
assess the effectiveness of the Bureau's control systems for
administering the project. Audit disclosed that some established
procedures were not followed and that some administrative
procedures and resources were not in existence. In particular,
audit disclosed unsatisfactory matters to do with:

. project selection and approval;

. project design;

. contract with consultants; and

. project review and evaluation,
Bureau's Response

5.7 The Bureau accepted that due to lack of resources with
technical competence in this field the project was not monitored
adequately throughout. As a consequence of the experiences of
this particular project, new guidelines and procedures have been
implemented. These are outlined below.

5.8 A Pacific Regional Team of technically competent
personnel has been established to monitor the provision of
hustralian aid to the region. It was fully operational by
November 1984.

5.9 The Bureau has revised a Bilateral Programs Operations
Manual to help ensure that established procedures are followed
for feasibility studies. Project approval practice  will
henceforth adhere to Bureau procedures and cost-benefit analysis
has been given increasing emphasis. It was emphasised, however,
that because the remoteness of the developing countries of the
South Pacific results in costs which are inherently difficuit to
estimate, problems in project selection and approval will
persist.
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5.10 Since the completion of the factory, procedures have
been fo:mali§ed to ensure closer monitoring of expenditure
against the financial limitations on contracts.

5.11. '}‘he Bureau rejected Audit's criticism regarding the
non-inclusion of a technically qualified Australian Government
representative in the Project Management Group, This did not
represent a departure from established procedures.

5.12 The Bureau agreed that serious deficiencies on its part
should not have occurred. It believes that similar deficiencies
are unlikely to occur again,

Conclusion

5.13 The Committee concludes that most of the unsatisfactory
matters" referred to by Audit have been addressed. Some
responsibility for the failure of the factory must be borne by
the consu]:tants whom the Bureau engaged to design a factory that
would ach}eve the desired level of output, and to supervise its
conss:n.xctl?n. The consultants did not adhere to. the original
specifications and some of the modifications implemented only
exacerbated problem areas.
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CHAPTER 6
DEPARTMENT OF HEALTH

NATIONAL BIOLOGICAL STANDARDS LABORATORY

6.1 During 1983 an audit of the National Biol ogical
Standards Laboratory (NBSL) was carried out in the Australian
Capital Territory with  the objective of assessing the
effectiveness of procedures in relation to the planning,
management and organisational controls over the operating systems
in use.

6.2 Some of the more important matters referred to the
Department concerned certain policy, legislative and
administrative requirements and are outlined below.

Development of standards

6.3 At the time of the audit it was noted that
approximately 100 therapeutic goods, both biological and
pharmaceutical, were known not to have any applicable standard., A
National Register of Therapeutic Goods had not been established;
as a result the number of goods on the Australian market with or
without standards could not be accurately determinead.

Testing of therapeutic goods

6.4 Audit considered that testing of samples of goods
should be carried out on a more regular basis than every three to
four years. Audit also suggested that, in view of the high
failure rate in the testing of antibiotic veterinary products,
consideration should be given to increasing the testing of these
products.

Inspections

6.5 It was noted that delays of up to twelve months had
occurred before follow-up action was taken on recalled products,
Audit considered that companies should be inspected after
remedial action had been undertaken so that this could be
assessed before production was recommended.

Legislation

6.6 There is noc uniform State legislation covering the
licensing of therapeutic goods manufacturers,
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Wastes

6.7 There were no written instructions relating to disposal
of residual material by the chemistry and antibiotics sections,

6.8 The Committee sought a submission from the Department
{see Appendix B) and held a public hearing on 22 May 1985.

Departmental Response
Davelopment of Standards

6.9 The National Biological Standards Laboratory (NBSL) has
the responsibility, together with. the Therapeutic Division, for
ensuring that safe and effective therapeutic goods for both human
and veterinary use are available in Australia. The main functions
are assisting in the formulation of therapeutic goods regulatory
policy and the provision of scientific services in connection
with government controls over therapeutic goods by -

(a) testing samples for compliance with standards;

(b} evaluating protocols of the chemistry, microbiology,
manufacturers' quality control, packaging and labelling
of therapeutic goods;

(c) developing new and improved standards;
(d) inspecting plants manufacturing therapeutic goods; and

(e) providing advisory anéd consultative services to
departments and manufacturers.

6.10 The provision of standards for goods and the testing
for their compliance with those specifications has traditionally
been the method used to regulate their quality. However, it has
become clear that there are a number of practical drawbacks in
relying entirely on the standards mechanism,

6.11 To be effective, standards should be available for all
products on the market at all times. This has never been
achieved in any country and is never likely to be achieved in
Australia. Depending upon the class of product, the proportion
with standards varies from 75 per cent to 30 per cent.! There
are thousands of products for which statutory specifications are
not available. This is often the case for non-prescription (ie,
‘over-the-counter' or '0TC') products upon which large sums are
expended by the public.

6.12 It should also be possible to modify standards quickly
when the need arises and there should be international
congruence of standards so¢ as not to unnecessarily interfere
with the free flow of goods in international commerce. However,

1  Joint Committee of Public Accounts,
i - ¢ Minutes of Evidence, p.104.
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it has not been necessary to inform the Commonwealth that a new
product is to be introduced into the market unless that product
contains a new drug substance and is imported. Information
concerning the number and types of certain categqn.es ’of
therapeutic goods is very patchy. Without such a notification
system the provision of standards for all goods is a v:.rtgally
impossible aim. The main sources of standards are international
compendia like the British Pharmacopoeia (BP), United States
Pharmacopoeia (USP), Furopean Pharmacopoeia (EP), etc, but there
is an appreciable time lag between the marketing of new remedies
and the publication of statutory standards,

6.13 The process of preparing standards is time consuming,
very expensive and is made more difficuvlt by the absence of a
research~based pharmaceutical industry in Australia, The
arrangements for developing standards require very considerable
consultations with the people who are affecteda by them and the
present mechanism of putting them through two committees,
involving extensive consultation, makes it difficult to change
standards quickly. To a considerable extent therefore, NBSL
derives its standards from the British Pharmacopoeia,

6.14 The standards mechanism is also inadequate because it
forms only a partial control over the qualitg and effxcacx of
products. Quality must be built into goods during manufacturing.
It cannot be tested into goods and, although testing can be usead
as a measure of quality, testing as a mechanism does not always
detect serious faults if these have a low incidence, eg, if only
one per cent are defective in some way. A large number of
samples have to be taken to ensure that such & fault is
detected, This is not always possible for practical reasons.2

6.15 For these reasons, the use of standards as a methoa of
regulating the quality of goods needs to be supplemgnted_ by
other methods of control., Following the Kefauver Enquiry into
the pharmaceutical industry in the USA gnd r:he _thqlidomzde
tragedy, two additional mechanisms were introduced into the
regulatory process,3 These were the inspection of manpfacturets
for compliance with a Code of Good Manufacturing Practices and a
much more searching evaluation of new therapeutic goods.

6,16 NBSL is attempting to increase the protection afforded
by standards by the development of general standards for classes
of goods, While not as effective as a standard for a spgclf:c
product, these would provide a coarse filter, to catch seriously

deficient products. The generality of such standards and the

need to avoid arbitrary interference in international commerce
tends to make them a lower common Jdenominator of pharmacopoeial
practice and particularly cGifficult to prepare. Resources for
this work have been lacking for some years.

2 Ibid, p.108.
3 Ibid, p.103.
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6.17 In its submission the Department stated that eleven
standards had statutory status and another seven were ready for
ministerial approval = (see Appendix B). They are largely
modifications or alterations to standards for products which
have not been covered by the British Pharmacopoeia. Further
documentation was provided which related to the standards that
have been promulgated or are presently being developed under the
provisions of the Therapeutic Goods Act and are in Regulations
(see Appendix B).

6.18 The Department elaborated on other mechanisms
(mentioned above) to supplement the inadequacies of the
standards mechanism, The first method is one of evaluating
products before they are marketed. New products are put through
a system of evaluation under the aegis of the Australian Drug
Evaluation Committee and then they are either not permitted to
be marketed or only marketed under specific conditions. This
process arose following the thalidomide incident in 1962.4

6.19 Another methed is that of monitoring the quality of
products on. the market. This can be done by testing for products
even if they have no legal standards; non-statutory standards
are used which can be determined to be fairly equivalent to
statutory standards. Also used is a method of inspection of
companies to the criteria of the Code of Good Manufacturing
Practices. The rationale here is that faults can be detected in
processes before they occur in goods, and the danger of random
events and accidents occurring where good manufacturing practice
is not observed may be perceived. Finally, there is a mechanism
of recalling products which are considered to be dangerous. All
these mechanisms are utilised.

6.20 The Department believes that the mechanisms described
abeve are, if not entirely satisfactory, at least as effective
as those in most countries for the proper regulation of quality
and safety.

6.21 In its submission the Department stated that, while
there have been several amendments to the Therapeutic Goods Act
to make it more efficient, it does not form a sufficient basis
for regulatory activities because of the limited range of powers
provided in the Act. Since the drafting of the Act, changes in
the perception of Constitutional powers now permit alternative
administrative mechanisms to be provided.

6.22 The Department outlined for the Committee the two
alternative administrative mechanisms it would 1like to see
provided, Most countries use what is termed a registration
system, which is basically a licensing system for goods. The
marketing of goods is not permitted unless they are approved by
the Government - a necessary condition of approval being that
the Government is convinced of their safety, efficacy and
potency. Another system is the licensing of pharmaceutical
companies, based on the notion that it must be seen that goods
are manufactured in a proper manner.

2 1bid, p.ill.
5  Ibid, p.112.
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6,23 The Department believes that corporation powerS will
provide the means by which legislation could be introduced by
the Commonwealth to take these particular actions, ie, to
provide a single control authority over pharmaceutical goods. At
the present time the legislation covering these aspects of
regulatory activity is irregularly dispersed amongst the States,
or divided amongst the States, with d&iffering legislation in
different States.

6.24 The Department stated in its submission that the most
effective power available to it is the discretion provided in
the National Health Act for the Minister to refuse to list low
quality goods as Pharmaceutical Benefits.

6.25 Audit criticised NBSL for not establishing a Natiopal
Register of Therapeutic Goods, which according to Sub-section
231 (1) of the Therapeutic Goods Act 1966, shall include
information, as the Director-General determines, in relation to
goods for therapeutic use that are supplied in Australia or
produced in Australia.

6,26 The Department advised of its progress in implementing
the Register in the public hearing. Notices had been sent to
about sixty companies to obtain information. A copy of the
notice requirements, in Regulation 4B of the Therapeutic Goods
Act, was made available to the Committees (see Appendix B). It
has become apparent that there is much more data to be entered
into the Register than was expected., Some companies are making
as many as 1 500 products, largely of a minor nature. The naming
of products and substances has been somewhat erratic and there
are problems making a proper assessment of the validity of the
data. Although extra staff members have been employed, the task
has become more massive than expected.

6.27 The Committee sought an explanation as to why it took
the Department almost twenty years to begin the compilation of a
National Register. The Department advised that the Act was not
amended until 1981 to provide legislation to make the supply of
information obligatory. Following the amendment to the Act it
was necessary to develop computer systems and negotiate with
industry.

6.28 The Department advised that officers of the Department
of Health have had consultations with other countries regarding
a method of setting world standards. This has not been
particularly successful and to date there is no real prospect of
immediate international collaboration in this area. In the last
amendment of the Therapeutic Goods Act the Department adopted
the power to cite standards other than the British
Pharmacopoeia. It also uses the United States Pharmacopoeia, the
European Pharmacopoeia and the International Pharmacopoeia, and
standards generated by the Standards Association of Aaustralia.
There are problems in doing this because in the pharmacopoeial
system there are specifications for analytical reagents. The
European Pharmacopoeia is the largest attempt to rationalise the

7 Joint Committee of Public Accounts,
Buditor-General - March 1984, Minutes of Evidence, p.1l15.
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standaxds area of control. The United States Pharmacopoeia is a
very important pharmacopoeia because of the concentration of
manufacturers in that country.

Testing of Therapeutic Goods and Veterinary Antibiotic Products
- Therapeutic Goods

6.29 In general, products listed as Pharmaceutical Benefits
are accorded a high priority for testing. Antibiotic products
are tested at least once a year. The frequency of testing of
other Benefit items varies from once a year to once every four
years depending upon available resources, the therapeutic
importance of the product, its cost to the Commonwealth and
inGications of a need to test the goods. Such indications are
derived from complaints, reports in the literature and
observations. by inspectors of manufacturing practices in
particular companies.

6.30 The Department agreed with Audit that it would be
desirable to carry out testing on a more regular basis. However,
limited testing facilities require that judgments be made as to
the most effective way to utilise scarce resources.

6.31 The Department submitted that delays in obtaining
samples for testing had decreased since the Augdit Report.
Recruitment of an officer for sample collection had begun in the
Melbourne Office but in Sydney the position had not yet been
advertised. The Department reported opposition by Departmental
pharmacists to sample collection being carried out by
non-professionals.

6.32 In addition, a new and very effective packaging system
has been evolved for collection of official samples. Pilot runs
indicated that the system would reduce the delays. The
Department advised the Committee that, in the past, unless the
samples arrived at a predetermined time, it was not possible to
program MBSL activities. This aspect had been largely overcome,
although delays still varied considerably. NBSL has found that
it takes about three months to get in a complete sample order.
Some are received rapidly if they are readily available, others
are either not available in stock or they may have been
discontinued. In the period January to April 1985, eg, it still
took eight to ten weeks to get some advice in relation to all
samples.® Samples are collected by inspection pharmacists of the
Pharmiceutical Benefits Branch, Commonwealth Department of
Health.

- Veterinary Antibiotic Products

6.33 The Department submitted that quality of veterinary
antibiotic products continued about the same as reported by
Audit. There is no effective regulatory action available to the
Commonwealth under the present Act, as in the «case of
pharmaceutical products. Proposals were made to the States to

8 Ibid, p.121,
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establish a national system for the regulation of the guality of
therapeutic goods. Although one State supported the proposal,
the majority did not. State Departments of Agriculture have been
informed of this situation.

6.34 The Committee was further advised that it has been
Gifficult to test veterinary goods because there were no
standards for them. The development of a proper formulation of
these types of product is exceedingly oifficult and the
resources available to the veterinary industry are not up to the
task. It took guite a while for NBSL with greater expertise, to
be able to develop methods to test these particular products.
When it was done, it was found, not unexpectedly, that there
were very considerable failure rates in the products meeting
those sorts of standards which wovld be regarded as being
reasonable for such goods. These results were reported to the
Animal Health Committee and the attention of the States thereby
drawn to the matter. The Animal Health Committee had some
discussions with NBSL and was advised of the sorts of machinery
that work or had proven to be satisfactory in the human field.

6.35 The Committee discussed with the Department the
implications for human health in the application of antibiotics
to animsls, The Department stated that the most important factor
is the use of foods fortified with antibiotics for stock use.
This is the way in which large numbers of animals receive
antibiotic products andé it has always been a worry to
microbiologists that this might cause the generation or
development of organisms which are resistant to these
antibiotics, The matter is under irvestigation by a
sub-committee of the National Health Medical Research Council,
The Department is assisting in the investigation by trying to
Getermine, on behalf of the committee, the amount of antibiotics
in animel feedstuffs, the quality of the product that is put
into these substances and what tests are carried out to see that
they are what they are said to be, The Department provided the
Committee with documentation from the National Health and
Medical Research Council which expressed concern at the guality
of antibiotics for veterinary use (see Appendix B).

Inspections

6.36 The Department submitted that since the Audit Report
was made, the New South Wales Department of Health had recruited
two additional inspectors with industrial experience. These have
other duties as well as inspections of manufacturers.

6.37 At the public bearing, the Department further advised
that positions for six inspectors had been created, where there
were previously three inspectors. People had been interviewed
for the positions and two were awaiting appointment. BAfter a
suitable training period, these two would become completely
effective in six to twelve months. The Committee was told that
it is difficvlt to get suitable people for inspection work,
firstly, because they are well paid in industry and secondly,
the position requires a competent person, skilled in the art of
manufacture and quality control,
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6.38 The Department commented on information included in
the Auditor-General's Reports on the approximate ratio of
inspectors to companies manufacturing pharmaceuticals in
Australia ané other selected countries, The British have a
unitary system, ie, they have one authority and have relied more
on inspection than they have on testing. Inspection of
pharmaceutical companies as a routine world-wide activity really
only began in the mid - 1960's, The British were influencea by
developments around about that time and have concentrated
largely on having an inspection force and do not have much in
the way of laboratories. The Department advised the Committee
that inspection is probably the most cost effective of the
mechanisms which are utilised for the regulation of quality of
goods and Australia has suffered in the past because there were
not enough inspectors. It was stated that the recent doubling of
the staff would make a significant éifference to this.

6.39 Audit reportea that there had been no centralised
treining for State inspection officers in the last ten years.
The Department adGvised the Committee that a training course was
held in June 1984 for MNew South Wales and Commonwealth
inspectors. A course was held in May 1985 for all Commonwealth
ané State inspectors with a total of 16 people attending,

Legislation

6.40 The Department submitted that the greatest
concentration of manufacture is in New South Wales followed by
Victoria. There are licensing provisions in New South Wales, The
Department advised that the Victorian Government had prepared a
Therapeutic Goods and Cosmetics Bill which will require
manufacturers of therapeutic goods to be licensed in that State
and which was expected to become effective in late 1984,

6.41 Hewever, the Department advised in the public hearing
that the Bill had not been passed, due to the considerable
resistance it generated from the manufacturers of fringe
therapeutic agents, This has led to a d¢elay in the progress of
the Bill and an investigation by committees of the Victorian
Parliament.

6.42 The Department advised that there is concern in the
minds of some State officers that there should be additional
legislation to reguire manufacturers of therapeutic goods to be
licensed, Apart from Western Australia, which is considering
introducing legislation, there is no other legislation in
prospect. Tasmania has had legislation since 1978, but the
regulations have never been written for it,

6.43 The power to license companies rests with the States.
The Commonwealth advises the States jointly with the State
inspectors; there is not always agreement on what should be done
and some States are more tolerant than others. The Committee
raised the example of New South Wales® disagreement with the
NBSL inspectors' recommendations., The Committee was told that as
a consequence of the disagreement, the co-ordinating body, the
National Therapeutic Goods Committee, agreed to set up a
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committee to look at the interpretation of the code in
particular instances. The committee wowld meet at regular
intervals to assure a more consistent approach.

Wastes

6.44 The Department agqvised that written instructions for
the disposal of waste had been prepared by the NBSL Safety
Committee and practices were now uniform throughout the
laboratories. The disposal of waste was previously carried out
in a satisfactory manner but not recorded, The Department
provided the Committee with its instructions for the disposal of
laboratory waste (see Appendix B).

Other Matters

6.45 The Department did not dispute Audit conclusions. Both
the Auditor-General's Report and the Department's submission
noted staff shortages as a major cause of problems. The
Department advised that the increase in the level of available
resources has significantly improved the day to day operations
of MNBSL. Other structural changes have taken place, The first
steps have been taken to develop a regulatory system for medical
devices. Positions have been created, advertised and interviews
for staff to man such an activity were imminent at the time of
bhearing with the Committee. Additionally, the Department
amalgamated the Therapeutics Division of the Department of
Health with the National Biological Standards Laboratory (NBSL)
to form a unitary structure organisation which parallels, in a
number of ways, the sorts of agencies which occur in other
countries, such as the Food and Drug Administration in the
United States and the Food and Drug Directorate in Canada.

6.46 The Department advised that administrative
arrangements within MBSL are improving, The re-organisation was
a recent initiative at the time of the Committee's hearing and
the organisational structure had not been completed. The
Department advised that the amalgamation of NB SL and
Therapeutics would be more effective in that it would reduce
duplication and improve co-ordination by putting people who are
doing similar tasks, or different aspects of the same, together
so that they will be able to collaborate more efficiently. The
amalgamation will facilitate this approach.

6.47 The Committee was advised that during the 1983-84
fiscal year, the time at which the Auditor-General's Report was
presented, the Department made reallocations of financial
resources from internal funds to NBSL. During 1984-85 there has
been a significant increase in funds allocation for the NBSL,
about $400 000 to undertake the National Therapeutic Goods
Register and also a register associated with the new medical
devices area.
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6.48 Audit concluded that the major cause of the NBSL's
problems appeared to be the allocation of insufficient
resources, Audit advised the Committee that the Department of
Health has taken considerable action in relation to the
mattersraised in the report, Audit also noted the increase in
the level of available resources and staffing to assist the
Department to extend the functions and objectives laid down in
the legislation which Audit considered they were not quite
meeting.

6.49 The Department advised the Committee that NBSL's major
problem is inadequate physical resources. There is no central
laboratory; there are buildings scattered in different suburbs
of Canberra and in Melbourne., The bacteriology laboratory and
the animal house facilities are bad; the sterility testing is
being carried out in what was the kitchen of a restaurant, The
Committee noted a reference to NBSL's accommodation facilities
contained in the transcript of the ‘'Nationwide' television
program of 7 August 1981, The program revealed that the National
Biological Standards Laboratory ‘is in fact a converted
furniture repository, a converted pie shop, a converted
restaurant and a converted World War II prefab'. The Department
informed the Committee that this situation still exists at the
moment.? The Committee is aware that the Report of the Inguiry
into Commonwealth Laboratories (November 1983) noted that the
NBSL was working in accommoedation which was gquite inadequate.
The Report's recommendations (38a~x) were made on the
understanding that the project for a new building to accommodate
all Laboratory sections, which was given approval in the 1983-84
Budget papers, would proceed.l9 "However, approval for the
proposed new building was subsequently revoked.

Conclusions

6.50 The Committee notes that the Commonwealth Department
of Health has taken action in relation to the matters raised in
the Auditor-General*s report. The Committee is very concerned
that NBSL’s facilities are so inadequate, below standard ang
scattered that it cannot carry out its functions effectively.
The Committee concludes that the appropriate legislative or
policy changes need to be implemented and, at the same time, the
lack of resources needs to be addressed urgently. The Committee
will be monitoring this situation closely.

9 Ibid, pp.l36-7.
10 i i ori » November,
1983, Volume 2, pp.l4l-5,



CHAPTER 7
DEPARTMENT OF HOUSING AND CONSTRUCTION

DEPARTMENTAL ACCOUNTING AND INFORMATION SYSTEM AND CENTRAL OFFXCE
ADP ENVIRONMENT CONTROLS.

7.1 The Audit encompassed both the ACT Region and Central
Office computing facilities. Audits were also completed in New
South Wales and South BAustralia, directed at assessing the
implementation of the Departmental Accounting and Information
System (DAIS) in the respective regions.

7.2 The Audit revealed inadequacies in the overall
arrangements for the development and implementation of DAIS and
in the control environment for computer processing in the
Depgrtment, including instances where the Public Service Board
Guidelines were not followed. Matters raised included:

. application system development - implementation,
modification and review controls;

. software systems develapment, implementation,
modification and review controls;

. operational controls;

- processing controls;

. management and organisational controls;

. physical security controls;

. communication controls; and

. Gdata integrity controls.

Departmental Response

7.3 The_ Department grouped the Auditor-General‘s
observations into five categories:
. failure to achieve system objectives;
. inadequacies in the development and implementation
phases of the system;
. inefficiencies in the DAIS system as it currently
operates;
. deficiencies in the control environment for computer

processing generally within the Department; and

. deficiencies in computer system development processes
generally within the Department.
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Failure to Achieve System Objectives

7.4 The Department conceded that there were shortcomings
and that there are still some problems in the area of management
control to be remedied., Although the system is neither perfect
nor complete the Department is confident that the facets of DAIS
that have been implemented now undertake the functions for which
they were designed..

Inadequacies in the Development and Implementation Phases of DALS

7.5 The Department formally acknowledged to the
Auditor-General's Office that it encountered difficulties in
establishing standards for the development of DAIS, Nevertheless
the Department is satisfied that the development phase of DAIS
and its predecessors was handled adeguately.

Inadequacies and Inefficiencies in DAIS

7.6 The Department acknowledged inadequacies in DAIS at the
time of the audit. However, the Auditor-General's comments do not
take into account the evolving nature of DAIS and the
Department's changing information needs. Corrective action has
been taken in a number of areas, and further training of staff
and users will continue to receive priority at both Central
Office and Regional levels.

Deficiencies in the Control Enviromment for Computer Processing
Generally Within the Department

7.7 The Department outlined measures undertaken to remedy
deficiencies in environmental controls identified by Audit. The
more significant of these measures were that:

. the Departmental Computing Security Committee had been
approved. Terms of reference and membership have also
been approved and the Committee meets regularly;

. a Software Standards Committee had also been formed;

. a review had been conducted to assess the adequacy of
environmental controls against the Public Service Board
guidelines and an action plan is in hand;

. the Department had recently concluded a consultancy
that reviewed Capacity Management and addressed aspects
of environmental control. Further consultancy is under
way; and

. increasing numbers of ADP staff are being deployed to
undertake environmental control activities,
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7.8 Whilst acknowledging that all aspects of requisite
environmental controls were not yet in place, all deficiencies of
significance have been addressed and will be resolved within a
reasonable time frame,

7.9 Nevertheless, the Department. believes that, for all
practical purposes, the risks and exposures are being contained
at an acceptable level and that the present standard of
environmental control is commensurate with the requirements of
systems on the network.

Peficiencies in Computer Systems Development Processes Generally
Within the Department

7.10 The Auditor-General reported that at the time of the
audit there were several areas in which computer systems
development processes within the Department needed review or
improvement, The particular areas mentioned were:

. the strategic planning process;
. the lack of assurance to Regional staff that when

Central Office programmers accessed production files to
make changes, only the requested changes were made;

. the weaknesses in data integrity controls relating to
data base systems; and

. the lack of training in the use of DAIS for ADP staff
and users in the S3/NT Region.

7.11 The Department submitted that:

. the strategic planning process has been revised Ffor
1984-85;

. the Department has developed master file comparison

programs to reduce the manual effort involved and to
provide additional checking facilities for this and
other control needs. These facilities were near
completion;

. since the audit, the Department has introduced its
first Data Base System; and

. there is an on-going program to train appropriate staff
in the SA/NT Region,
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Summary of Departmental Response

7.12 The Department has adopted a two-pronged approach to
addressing deficiencies identified by the Auditor-General:

a short term objective of ensuring that the identified
deficiencies are remedied urgently; and

a long term objective of ensuring that the Department's
internal practices and procedures are amended so that
the same deficiencies do not recur.

7.13 As part of the short-term objective, several immediate
actions were taken, most important of these being the
establishment of a Task Force in order to expedite the task of
remedying the deficiencies identified in DAIS and the computer
environment controls. The Task Force has been able to report
considerable progress. However, resourcing problems have been
encountered; and it is estimated that these will take many months
to resolve satisfactorily.

Conclusion

7.14 The Committee was concerned that the inadequacies in
the overall arrangements for the development and implementation
of the Departmental Accounting and Information System {DAIS) have
not been remedied. The Committee has therefore referred this item
to its Sectional Committee on ADP matters for Ffurther
consideration.
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CHAPTER 8
DEPARTMENT OF IMMIGRATION AND ETHNIC AFFAIRS

ADULT MIGRANT EDUCATION PROGRAM,

8.1 The Department's submission to the Committee on
6 December 1983 followed a reguest arising from the Report of the
Auditor-General - September 1983 on the Adult Migrant Education
Program (AMEP), A revised and updated version of this submission
was received from the Department in response to the Report of the
Auditor-General - March 1984,

8.2 Audit disclosed a number of deficiencies in the
Department's administration of the Program. A number of matters
were referred to the Department for further comment, including:

. the lack of a relevant, formal Agreement between the
Commonwealth and the States;

N the effectiveness of procedures in courses provided by
the States;

. the lack of procedures to determine student
eligibility; and

. payment of living allowances.
Departmental Response

8.3 The Auditor-General in his September 1983 Report
expressed concern that the Program lacked a relevant, formal
agreement, In the Department's submission. of December 1983 it
advised that an agreement had been accepted by three States and
the Northern Territory.

8.4 The position in October 1985, was that the agreement
bad been accepted by Victoria, South Australia, Western
Australia, Tasmania, the Northern Territory and New South Wales.
Negotiations are continuing with Queensland at officer level.

8.5 The Auditor-General in his September 1983 Report
ind::.cated that there is a lack of a formal system to approve,
review and evaluate individual courses of instruction under the
Program. The Department reiterated its view that it would be
contrary to established practice in other educational areas if
the Department was to undertake formal approval of individual
courses. The Department's view is that on-going evaluation of the
effectiveness of the Program could be achieved more effectively
and economically by:

. the setting of agreed objectives;
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. a clear division of responsibilities between the
Commonwealth and states/Territories; and

. monitoring and evaluation of day-to-day program
arrangements by the States.,

8.6 The Department advised that considerable progress has
been made over the past few years in developing, in consultation
with the States and the Northern Territory, effective course
arrangements for the Program. The Professional Development
Svb-Committee of the Joint Commonwealth States Committee on the
AMEP has established clear gquidelines and professional standards
for setting course objectives, with particular emphasis on a
needs-based approach to adult 'English as a second Language'
(ESL}) . The Sub-~Committee meets four times each year. Foremost
amongst the developments to date has been the establishment of
self-directed learning centres including the development ana
promulgation of more appropriate teaching and learning materials.

8.7 An on-going trialling and development program for
ipitiatives under the AMEP was introduced in 1982-83 and as an
integral part of these arrangements, evaluation of all projects
is carried out at State and national levels. In November 1983, a
Language Assessment Working Party of the Professional Devel opment
Sub-Committee was formed to specifically develop new approaches
to the evaluation of English language proficiency gains in AMEP
courses. The Working Party has met twice and it is expected to
develop a suitable methodology for evaluating English language
gains in late 1985. Two studies on 'tests' are expected to be
completed by December 1985,

8.8 The work of the Professional Development Sub~Committee
and the Language Assessment Working Party in developing high
professional standards and a process of on-going review and
evaluation is considered to be appropriate, efficient and
effective,

8.9 The Department has developed a comprehensive
information system for the Program, designed to enable more
effective monitoring of the eligibility of applicants. The system
is designed to provide a wide range of information about
students, courses, staffing and support services, as well as a
range of management-oriented data and control mechanisms. This
information will assist checks on eligibility, with reference to
Departmental records where necessary.

8,10 Regulations have been drafted by the Attorney~General's
Department. A number of definitional problems have recently been
referred to the Department by the Attorney-General's Department
and are currently being dealt with.
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Conclusions

8.11 The Committee's Report 233%, tabled i
n May 1985

g?att::hthe Department had advised the Committee that aymajor'rgsggg
$5es ilédu_lt Migrant Education Program had commenced on 1l March
e nc 1s expected to report in November 1985. The terms of
re o?:nZe for the review are provided in Appendix B to this

port.< The report is expected in November 1985. The Committee
expects to be' informed of the results of the review in th
response to this Report. ¢

8.12 The Committee is concerned
that the formal a
;ngr:}:xsrnlxd;i:db&%ranﬁ Education Program with all statesgraexﬁ;nezﬁs
y have still not been concluded more th &
years after the Minister sought fo stint
years accept the agtecrert. g rmal agreement, One State still

8.13 The Committee sees the finali i
alisation o i
the payment of allowances as being necessary andfur;z%l::{auons for

~General -~ 1982-
Chapter 5. 82-83 and . 1985,

2 Appendix B, p.211,

1 .goint Committee of Public Accounts, Report 233,
S
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CHAPTER 9
DEPARTMENT OF SQCIAL SECURITY

UNEMPLOYMENT, SICKNESS AND SPECIAL BENEFITS

9.1 Budit concluded that the key controls over the payment
of Unemployment Benefits were being inconsistently applied.
Andit identified these controls as:

. the identification of applicants;

. pre-grant interviews;

. checks with employers;

. intra~departmental verification checks;

. liaison with the Commonwealth Employment Service (CES):
and

. review of continuing entitlement,

Department of Social Security (DSS) Response
9.2 The Department advised that:

the client identification process has been subject to
review as a major consultancy project, to be completea
in the near future;

. the role of pre-grant interviews in the «client
identification process is currently being examined;

. it is believed that the incidences of failure to
follow-up checks with employers is not widespread;

the implementation of the revised liaison arrangements
will be reviewed via selective review processes, and
other methods, some months after implementation; and

. a comprehensive Management Information System which
will cover review of continuing entitlement is being
developed.

9.3 The Auditor-General was critical of the frequency of
validations for Sickness Benefit, Data analysis is continuing in
two areas. Controls over the payment. of Special Benefits were
satisfactory except in respect of benefits paid to persons
admitted to Australia under assurance of support arrangements.
Instructions are currently being amended to identify those
persdns who have been absorbed into the community and to simplify
administration in this area.
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9.4 DSS was asked to comment on progress in introducing mew
guidelines to improve performance in this area and to comment
specifically on the role of pre-grant interviews in the
identification progress.

9.5 Changes to the Proof of Identity (POI) system were
introduced in most States in November/December 1984, In New South
Wales they were introduced in March, 1985,

9.6 The aims of the new system are :

. to reduce the opportunity for fraud in the client
identification process;

. to improve techniques for dealing with genuine clients
experiencing difficulty in establishing identity; and

B to reduce tension between clients and staff in the
identification process.

9.7 Barly in 1985 State administrations of the Department
were asked to undertake an informal survey of regional offices to
establ ish whether the new system was operating satisfactorily ana
vhether it was being generally accepted.

9.8 State administrations reported that the new system was
of good value and a definite improvement on the old. Early
indications are that the system is efficient and effective in
meeting its objectives of deterring fraud while improving the
service provided to genuine needy «clients., Regional offices
reported a reduction in client/staff tension during the POI
procedure.

9.9 The new system requires a pre-grant interview to be
conducted for each claimant and dependant spouse of the claimant.
Some allowance is made for special circumstances such as where
sickness, remoteness or child care make attendance unrealistic.

9.10 Beneficiaries are identified before payment. However,
there is provision for payment on the basis of Proof of Identity
(POL) which is below the new standard, subject to identity being
subsequently confirmed. At present this is being administered
manvally in the benefits area, although automatically in the
pensions system. System changes to enable the automatic process
are expected to be introduced by the end of 1985. At that stage &
post implementation review will be undertaken.

9.11 This, and the accompanying post implementation review,
will complete the introduction of the new system. At this stage
it appears to be both effective and efficient.

9.12 DSS further advised that, in order to assess the extent

to which additional staff resources may be reguired to implement
the revised liaison procedures nationally, a pilot exercise was
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conducted in two DSS regional offices, The pilot concluded on
21 June 1985 and the results are currently being evaluated. Early
indications are that additional resources would be required to
implement the revised procedures nationally.

9.13 In the event that these indications are confirmed CES
and DSS will further review the sitvation and seek to identify
any other options £or improving liaison arrangements with
existing resources.

9.14 Revised arrangements £or the review of Unemployment
Benefit recipients have been implemented. ‘The new approach
emphasises:

. the desirability of reviews being undertaken on a
selective basis using risk analysis to make those
decisions;

. that the choice of cases for review can be:

~ by regional office statf;
-~ by the public (these are unavoidable); and

- by selection of groups of cases from the DSS's
records on the basis that there is a perceivea
higher than average risk of wrong payment;

. the usefulness of the detailed information which is
being provided about the results of reviews. This ';s
the management information system referred to in
paragraph 33 of the earlier submission and will assist
in making the risk analysis decisions referred to above
(see Appendix B); and

. the importance of regional offices using the
appropriate mix of skills on review work (ie clerical
resources as well as field staff).

Department of Employment and Industrial Relations (DEIR) Response

9.15 DEIR is satisfied that the ‘'revised procedures*,
referred to above, are suitable. In recognition of the importance
of the matter of liaison arrangements between the CBES and DSS,
the revised procedures will be reviewed by both Departments after
three months operation,

9.16 DEIR was also asked to provide the Committee with the

results of the revised 1liaison procedures with DSS including
dates of implementation and review.
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9.17 Trials of the revised liaison arran isi

. gements arising £rom
the joint CEs/Dsg working party report were introduced in Bgrpnia
ggfm:;\dd BDesas hoffslc?ss in Victoria in October 1984 and Southport,
1 ch, Surfers Paradise CES and Sout i
Queensland in November 1984, outhport DSS offices in

9.18 The trials were originally to run for a i

. I 1 periocd: of three
menths; however, due to initial difficulties with the Queensiand
trials, this was extended to a 21 June 1985 completion date,

Current Progress

9.19 The results of the trials are und i
: er evaluation
z‘egii:t}% by. the DSi ggatmst the Trial Terms of Reference, The
ion is expecte o be completed b Vi :
Terms of Reference are set down belopw: ¥ November 1965. the

. determine the effectiveness of revised rocedures in
T P
ensuring that unemployment beneficiaries are actively

. establish the cost of the revised procedures in terms
of staff resources vis-a-vis savings resulting from the
gsvlixg off b:hneflt entitlement following CES advice,

ration o e pilot is to be suffi
establish these factors: iclent to adequately

. determ@ne the methodology required to measure the
:ﬁgectweness of revised procedures in pilot offices;
. consider the national introduction of revised placement

advice_s to all DSS offices prior to the com letion of
trle. pilot study. The possible introductionpof these
advices to be determined by the measurement of the
impact on staff resources in pilot offices.

9.20 The exchange of computer generated info i

CES and DSS to facilitate the requ?red level ofn;\.?‘;‘;znbit:e::
optlon.c'ur.rently_receiving consideration. For reasons of systems
compatibility, size of data base ang volume of transactions, a
computer-based solution is, by its very nature, a longer t'erm
rather than an immediate answer. !

Conclusions

9.21 The introduction of a new Proof of i

gu:.dellm?s was noted in the Committee's 232nal andInzdI!esn:;ZtyRel(aigtI:)s
tabled in May 1985, As stated then the Committee is mo‘st
concegneé th.at beneficiaries are properly identified prior to
becoming entitled to, or receiving, benefits. The Committee is

1 ioint Cpmmittee of Public Accounts,. Report 232, Report of
; .= = 1985, Chapter 9,
2 Joint Con’\;mlttee‘ of Public Acéunts, ! Repopxt 233,

the i -
Chapter 12. s 1985,
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pleased to note that early indications are that the system is
efficient and effective in meeting its objectives of deterring
frand while improving the service provided to genuine needy
clients and that it is reducing client/staff tension during the
POI procedure,

9.22 The Committee notes that revised arrangements for the
review of Unemployment Bepefit recipients have been on trial ana
DSS is currently assessing the results of those trials. The
Committee wishes to be informed of the results of the trials and
of any subsequent decisions to be made on the national
application of the liaison arrangements.

RECOVERY OF OVERPAYMENTS

9.23 Audit's main objective was to review the adequacy of
DSS action in detecting, recording and recovering amounts
overpaid., Particular difficulties in this area included:

. the need to adopt recovery procedures to the
socio-economic circumstances of the debtors who are
liable to change their place of residence freguently;

. pressure on DSS resources; and

. a general lack of experienced staff allocated to
recovery work.

9.24 Audit concluded that the adoption of tighter controls
would appear to be essential.

Auditor-General®*s Report - September 1985

9.25 In September 1985, the Auditor~General reported on an
audit of the State Headquarters and three regional offices in
Western Australia which again evaluated the adequacy of
departmental procedures. Audit reported that the balance of
unrecovered overpayments at 30 June 1985 was $123.8 million,
Audit found that many problems still exist, but that there had
been a general improvement in controls over the recovery of
overpayments following new initiatives introduced mainly as a
result of the national review of departmental debt recovery
methods.

Departmental Response and Committee's Conclusions

9.26 This issue has been raised by the Auditor-General in a
number of recent reports. The Committee co-ordinated its comments
on the matter in Chapter 9 of its 232nd Report.3 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.

3 Joint Committee of Publiic Accounts, Report 232, Report of
= = , MAGPS, Canberra, 1985,

pp. 37-38.
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CHAPTER 10
DEPARTMENT OF THE TREASURY

RECOVERY OF TAX

10.1 Audits of procedures for the recovery of outstanding
taxes were conducted in the Brisbane, Sydney, Melbourne and Perth
Branches of the Taxation Office. Various unsatisfactory matters
were noted in the course of the audits regarding:

. deficiencies in recovery procedures;
. delays in processing recovery action;
. deferment arrangements; and
. management information.
10.2 The amount of tax outstanding is a matter of concern.

‘At 30 June 1983 it was $2 904 million, 90 per cent. of which was
income tax ($2 604 million), This is an increase of more than §2
000 million jin six years. Statistics provided by the Taxation
Office show that the amount of tax outstanding has been rising at
a faster rate than tax collectable. Tax outstanding as a
proportion of collectable tax has risen from 9 ger cent in
1976-77 to 23 per cent in 1982-83, largely because of the
increase in the amount outstanding from taxpayers involved in tax
avoidance schemes i.c. (see also Appendix B).

Department of the Treasury's Response

10.3 Subject to some qualifications, preamble information to
the Auditor-General's Report and the statistics reflecting the
amount of tax outstanding are considered by the Department to
accurately reflect the sitvation as it existed. However, the
Department stated that:

. since the Audit, all officers associated with the
preparation, authorisation and input of computer input
forms have been reminded of the correct procedures to
follow;

. additional staff have been deployed to the ‘'Deferred
Tax Unit' to overcome backlogs, and there has been
considerable success in updating additional tax;

. extra resources have been made available and this has
resulted in considerable success in formalising
deferment arrangements and in follow-up of
non-compliance with deferment arrangements; ana

. the weekly report detailing outstanding workload has
been re-instituted and a series of monitoring reports
will be introduced progressively as computer systems
permit.
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10.4 The major matter not yet completed is a total review of
recovery activities, However, work is being done to review
staffing numbers and classifications together with a number of
other matters in the recovery area.

10.5 The problems with the Perth Office appear to have been
resolved.

Attorney-General's Department's Response

10.6 The Department advised that there had been an
improvement in the Deputy Crown Solicitor's Office in Perth.
Disciplinary proceedings were brought against three members of
the legal staff and new procedures were introduced.

Conclusion

10.7 The Committee will defer any further consideration of
this item until the House of Representatives Standing Committee
on Expenditure has completed its review of the efficiency audits
of the Australian Taxation Office. The review is expected to be
completed before the end of the financial year 1985-86,

AUSTRALIAN TAXATION OFFICE - WOOL TAX

10.8 An audit was conducted at the Sydney Branch of the
Taxation Office to review legal compliance, financial regularity
and cost effectiveness aspects associated with wool tax
collection. A number of aspects were raised with the Sydney
Branch of the Taxation Office and with its Head Office. These
included examples of failure to:

. carry out intended office procedures and statutory
requirements;

. ensure prompt lodgement of returns and payment of
taxes;

. impose prescribed additional taxes for late lodgement
of returns and payment of tax; and

. systematically pursuc investigations of selected
taxpayers.

10.9 Particular Audit findings related to:
. irregular investigations of taxpayers;
. system: weaknesses, including an outdated wool tax

procedural manual, a computer program which failed to
meet user needs and a manual system which had been
developed in an ad hoc fashion;

. inadequate internal control procedures;

. legal compl iance, particularly that related to
lodgement of returns, was not always adhered to;
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additional tax under the Wool Tax (Administration) Act
for late payment;

. the transfer of wool tax administration from the
Taxation Office to another department;

. methods of checking the level of disclosure by farmers;
and

. confirmation that all wool tax has been paid.

Australian Taxation Office Response

10.190 The Deputy Commissioner of Taxatign (DFT) noted that_'T
Audit had highlighted some significant difficulties encountered
by his Office in attempting to use a computer system which had
not been specifically designed to cater for wool tax processing
requirements. In attempting to resolve these difficulties, it had
been necessary to introduce a number of manual procedures to
overcome defects in the wool tax processing program. The present
system bore the hallmarks of this ad hoc development of
practices.

10.11 It has long been accepted that the computer system
could do more, but priorities have had to be assignead to areas of
most importance in terms of where the greatest savings can.be
achieved or collections increased. At this stage wool tax, which
is a self-assessing tax, raising $142 million f:ron} 3 016 returns
lodged each year and costing less than $.0.5 m:glll_on agnnu_al]:y.to
collect, cannot be regarded as having a high priority in deciding
where scarce computer programming resources are to be allocated.
This is particularly so when compared against areas such as
P.A.Y.E., Prescribed Payments, other income taxes, sales tax,
etc, which each raise far more revenue, cost far more to
administer and concern a far greater number of taxpayers.

10.12 The more specific matters raised in the
Auditor-General's Report are outlined below.

Investigations

10.13 The DCT, in replying to Audit criticisms of the small

amount of investigation activity, agreed that there was not a
Wool Tax investigation program, Given available resources, it was
unlikely that a formal program would have been achieved in recent
years. The need for this lies in the negd to use relevant
personnel on sales tax investigations, particularly those where
avoidance arrangements were believed to be involved.

10.14 The DC advised that it is not the case that there is
evidence of considerable underpayment. A review of all wool tax
investigations carried out by the Sydney Branch Office since
1 January 1978 provided the following information:

. Number of investigations - 52

. Number where no underpayment detected - 40
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. Number where underpayment detected

less than $500 - 4
. Number where underpayment detected
between $500 and $2 000 - 4
. Significant underpayments of the
following amounts: $4 731, $5 435,
$17 024 and $138 724 - 4
10.15 In the largest case identified, the Office had been

provided with information from an external source. The
investigation was not carried out as part of a program of
investigations, Experience has shown that wool tax returns are,
for the most part, accurate and little additional revenue is
obtained from regular investigation projects.

10.16 It was noted that the Australian Wool Corporation {AWC)
closely monitors activities within the wool industry anq,
following changes to the legislation under which that boay
Operates, it is now possible for it to provide non-compliance
information to the Taxation Office. The Auditor-General noted in
his Report that the DC proposed to have discussions with the
Australian Wool Corporation to make arrangements for supply of
information. These discussions have not yet taken place but are
expected in the near future,

System Weaknesses

10.17 None of the procedural problems noted by Aaudit has
affected the overall administration of wool tax nor has it
resulted in any loss of revenue. The DC has had the wool tax
procedural manual reviewed and updated to reflect the current
processing arrangements, Written instructions have been issued
which have eliminated duplication of documentation as well as
instances where the under-remittance procedure was not followed.
The written instructions now insure that final hotices are issued
in all cases where returns are not received within ten calendar
days of the due date., The DC advised that a permanent register of
the final notices issued is now maintained in the file control
lodgements area. With regard to those matters requiring computer
system changes, a review is planned but priorities are such that
this cannot be done for some time. The Office recognises that
there is a need to modify the existing computer system to provide
more assistance to those responsible for wool tax processing.

Internal Control

10.18 Under this heading there were two matters mentioned of
a trivial nature both related to lack of evidence of certain
checks being carried out. The DC advised that appropriate action
had been taken to satisfy Audit desires in this area. A thirg
matter mentioned related to the granting of extensions of time to
pay wool tax by an officer without such authority. Technically
the officer exceeded his authority but given the circumstances of
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ue was
e the action was completely correct and no reven

;:}Ll:cec;sat rigk. While this was an isolated instance, the DC ::s
taken steps to ensure that such actions should not occur in e

future.
Legal Compliance

i to taxpayers when
0.19 The matter of failure to give notice
they cancel their registrations is a minor one and has been
corrected,

£
. Audit sampling indicated that only 5 per cent o
}:gtﬁgns were 1odgedpby the due date, The Sydney Branch oﬁﬁig:
used a different sample and concluded that 35 per cent of,drg rb
were lodged by the due date with a further 49 per cent lo gx:lglltg
the end of the month. Audit commented that the different_rg.c ts
obtained by the Audit tests and the Sydney Office survey in tl:uans
a need for the Office to keep the matter of lodgement of retur
under review., This is now being done,

iti t
. The roblem of additional tax for late paymen
;gngially not bé’ing charged was due to procedural def;cieélc‘;esT{.ltel
the wool tax processing area and has now been corrected., he
number of cases where additional tax for late payment is m}fpozhe
is small and the failure to notify wool tax taxpayers o :
amount would have resulted in only a very small loss of tft?v?ntﬁ;
Since matters were corrected (a period of about seven ‘months the
amount of additional tax no{.if:ié%d 4‘(:)% ta:é;r)niyeé: sgirc#a:gu]-pdayrsave
0ol tax was approximately ' e
gtfae: ntlatified in agxs event. The Office concluded that !:hﬁreoﬁig
been a noticeable improvement in lodgement patterns whlcé.g ul
be attributed to the more consistent approach to notifying
additional tax for late payment now being followed.

Additional Tax

i being given to
0.22 Audit queried whether consideration was
ilnczeasing the r%te of additional tax for late paygnent .af végolé
tax from 10 per cent to 20 per cenit to bridngt itzoinp::nge;ltltgy tl:e
i i . This was increase o
e e huemapant A , Clause 357, which was passed on

14 December 1984.
Responsibility for Wool Tax Administration

i i i t no  further
10.23 The Taxation Office advised tha
consideration has been given to this matter at this stage.

Disclosure By Farmers

. Audit sought Taxation Office comments on  the
égaigbility of comparing income from wool sales shcwn .in tnccme
tax returns with sales disclosed by brokers in wool tax re uzr}s.
Audit suggested that a suitable method would be for .the Taxa 1011
Office to obtain details of farmers’ wool sales sub.Ject to wo:
tax either by requiring wool brok_ers' and dealers® retgrnsf o
disclose this additional information or by obtaining it £from
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other sources such as the AWC. This Office noted that the Wool
was specifically amended in 1983 to permit the
AWC to divulge information to the Commissioner of Taxation.

10.25 The Taxation Head Office confirmed that wool tax
returns currently lodged by wool-brokers, dealers, manufacturers
and exporters do not supply details of the persons from whom wool
was purchased. The Office agreed that additional information
could be collected from wool growers but stated that there were
practical problems in matching information from external sources
with that shown in income tax returns. This Office would commit
resources for this purpose only if there were indications of
substantial understatements of income. No exercise for wool
producers is firmly scheduled at this time. Along with other
industry groups, however, it is proposed that, as and when
resources and priorities permit, studies will be undertaken to
identify whether any large scale tax evasion is taking place. A
recently expanded Enforcement Co~ordination Branch will be
responsible, among other things, for developing proposals of the
kind suggested by Audit.

Confirmation that all Wool Tax has been paid

10.26 Audit sought information on whether the Taxation Office
satisfied itself by reference to information available from other
agencies that all wool tax that should have been paid was in fact
collected, It is considered that deficiencies in available
external information are such that any attempted reconciliation
would be inconclusive,

10.27 Audit commented on the outmoded wording on the return
forms and suggested that metric Measurement be used. The Taxation
Office indicated that it would be taken into account during the
annual review of these forms. It had also sought the views of the
Wool Council of Australia on the use of metric measurements in
return forms. ,

Taxation Office ~ Conclusions

10.28 The Taxation Office concluded that Audit did not
identify any matters which would have had any seriocus effect on
revenue collections. Except for the redesign or modification of
the computer system, all matters identified requiring remedial
action have been corrected or are receiving attention. In the
case of the computer system, current priorities do not allow
resources to be devoted to that project. Notwithstanding this,
the Taxation Office considers that wool tax is being administered
in a reasonably efficient and controlled manner,

Conclusion

10.29 The Committee was generally satisfied with the actions
taken on aspects raised by the Auditor-General on the wool tax,
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CHAPTER 11
DEPARTMENT OF VETERANS' AFFAIRS

CHEQUE PRODUCTION AND DISTRIBUTION

11.1 The more significant matters represented by Audit to
the Department concerned:

. organisational aspects;

weaknesses in internal control; and

.

. cost effectiveness matters.
a i i theme in the
Audit's final comment was that a recurring in t
]r}iivirtmental responses is that deficienciegy 13]2 tg:opoesx;dst;:g
i rocessing system will be overcome
gggsti?\‘rselgpment. T‘:}{\e Department's view is that scarce re_sourcg§
are better allocated to that development tilan t‘;.dmo?)léflgzglégrx::ble
sent operation, Such an approach wou, r
;Bivi%ﬁi the dé’te for implement:.ngu::he Dnew a:::r:l iie;;:;ﬂg
. If that date is remote, e Depar
?Z:;ect of many of the matters raised by Audit in New South Wales
cannot be considered to be satisfactory.

Departmental Response
Organisational aspects
11.3 Audit commented that:

~+£ 0~ tlining the
. there were no up-to-date manuals ou ]
responsibilities of staff involved in the process:.ngtgf
pension payments; the need for 1nvolvgment by e
recently formed ADP internal audit section was also
raised;

i i 3. tions
ignificant delays in the input coding of transacti
xfe noted; the backlog was'reduced only on the

occasion of application of additional resources;

i for cheque
although there was a satisfactory System
producgion at alternative sites in the event of
temporary need, no long term disaster back up _plan
existed for the Sydney computer centre (National
Computer Centre ~ NCC); and

. sundry debtor information was maintained on other

equipment thus requiring additional data entry and
reconciliation to be performed.
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11.4 The new data base structure proposed by Doll mMartin
Associates did not proceed, A further consultancy on the
Department'sg overall computer enviromment supportea the
conseclidation of the existing computer software ang haraware
environment and recommended a more gradual evaluation and
introduction of new data base technology. The Department took
account of the cost and risk factors associated with maintaining
adequate technical support in Australia and with maintaining
sufficient computer capacity for the new data base structure, ang
will proceed more gradual ly.

11.5 The development of the aPan (1) Pensions andg
Allowances) project is pProceeding as follows:

. the major revision and upgrading of the Service Pension
Processing system wag introduced in November 1984;

. the new Client Registration system was introduced in
July 1985;

. the interim Disability Pension Processing system is
scheduled for introduction in November 1985; ana

. the planned Entitlement ang Eligibility Recoruing
system is expected to be completed by mid 1986.

11.6 In  response to the Audit observation that the
Department did not have a disaster plan for the NCC the
Department stated that & consultancy study was undertaken in
1984~85 to investigate possible options.

11.7 In line with the consultant's recommendations regarding
the security, disaster and backup strategy for the NCC, the
Department has allocated funds in 1985-86 to extend the security
of the existing site and improve backup and recovery facilities
by acquiring additional capacity.

Internal Control
11.8 Budit found that:

. inadequate controls existed to ensure that all
transactions initiated in the Branch were processed;

. internal controls over cheques returned unclaimed by
the addressees were deficient;

. the level of control over brogram changes was
inadequate in that there was no assurance that desireq
changes had beepn implemented or that uhauthorised
changes had not occurred; and

. controls over access of programmers to the computer
room and the tape library were inadequate,
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11.9 The Department advised that to improve security
arrangements, the Access Control Facility is being progressively
implemented. Steps are being taken to improve control over
program changes. Also, the revised test system, which provides
for user acceptance testing of programs before implementation, is
being introduced as part of the Income Assets system. It is
intended to extend the features of the test system to other
systems to improve the level of control over changes to programs.

11.10 The control over access of software programmers to the
computer room is complicated because of layout and access to fire
escapes. However, accommodation for the programmers outside the
operations area is the subject of negotiation with the management
of the building in which the Mew South Wales Branch is located,

Cost-effectiveness matters
11.11 Audit noted that:

. some duplication of data collection in the pensions
system existed resulting in the need for additional
storage capacity and likely increased processing times;

the incidence of cheques drawn for low values indicated
a need for the development of alternative and cost
effective arrangements for payment of low value
pensions; and

. the Department was not taking advantage of a
substantial discount offered by Australia Post for bulk
pre-sorted mail.

11,12 The Department advised that, in 1983-84, the volume of
cheque issues was significantly reduced. This follows significant
initiatives during 1983 to encourage use by pension payees of
direct crediting facilities. Although there is a continuing trend
towards the direct mode, consideration is being given to options
which involve stronger action to reduce further, the number of
small-value cheques issued., The options include:

. periodic lump sum payments;
. lump sum “payout®;
. compul sory direct credit payment (with certain
exceptions) of small pensions; and
. withdrawal of the cheque payment option.
11.13 The Department is anxious to avoid heavy-handed action

in its efforts to reduce the cost of chegue production and issue.
It will continue to take positive steps to educate contact staff
and to stress to beneficiaries the advantages of the direct
credit method of payment,

48

Conclusions

11.14 The Committee notes that the De i
: artment i i
lé\:xé}em&radual ?Fvaluatlon .and introduc(:ionp of the ie:upc?aofatlggsz
foch ogy.. The , Committee also notes the progressive
Plementation of improvements to overcome deficiencies in th
existing pensiong processing (APAA) systenm. €

1)1.15 The Committee wiil i i

. continue to monitor this i G
has referred it to the Committee's Sectional Committeeltg,l;l ago
matters for further examination, ADE

11.16 The Committee's Re
. ) port 2321 strongly recommend
;g;meili:reo%t aﬁegle:‘l ;ngé:hod. t%f payment be the j{)rincipa".'ll nngnsthg;:
efits wi only exceptional cases bei i

other means The Committee not ®pepartnint . oY
: ans. . es that the Department ig
implementing the direct credit as its i e ot b it
payment and would like to i  epastae 'OE ponefit
T thic alrenoiia be advised of the Department's progress

1

Joint Committee of Bublic Accounts, R
nt Co ¢+ Report 232, Report of the
Auditor-Geperal - May 1983, 1985, Chapter 9. !
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CHAPTER 12
TELEPHONE RENTAL CONCESSIONS TO PENSIONERS

i - -latest. being
any reports of the Auditor-General (the A
tl'zxél Ap:iln 139,85 pI?eport) have rgg;zgedltgos t;l:d Ii:c;)t:nfalézlc': gg;
‘1 i cultie
overpayments and administrative i s el vl i
i the continuing eligibility of pensione .

izgz;;v)or?g reental concegssions. The telephone rental concession
(IRC) was introduced on 1 October 1964.

i i1li ded on telephone

During 1982~83 $26,3 million was expen . e

ggrﬁzal conce;;igns by the Department fof Vsotﬁr?nss'ec%lf?;r‘sts(%)Vil)’lq

. illion by the Department o ete ' 3 .

gzt?.ma{:ned expen?]’iture by the two departments in 1983-84 was
$34,6 million.

i i ied out in New South Wales
. During 1583 audits were carried ou ;
ifwﬁ the Australian Capital Territory in respect of both ng i{:g
DVA. In the case of the DVA additlona% rev;:ws \gg;ztfva:sncf opt
in ¢ i ia, object
in South Australia and Western Australia e A he
i departmental procedures
avdits were to review the adequacy of S in
i 6 to evaluate remedial acti
respect of the concession {IRC) an be remedial action
3 to overcome the recurring problems as X
;ggizistration of the scheme, Complementary reviews were
undertaken in State offices of Telecom.

i msatisfactor matters
iif:erred tghihemlget:art;gﬁotri?‘;ociofxl st::urigsi:oncerned:y
. eligibility checks; and
N payment of accounts.
12,5 Similar matters were put to the Department of Veterans'

Affeirs and Telecom.

12.6 Audit conclvded that effective administration of the
scheme is inhibited by:
the absence of any realistic enforcement of the
’ household income criterion;

i ibili Gi i ined by DPSS anad

compatibility of records maintained -
';Zfeclc); cgused mainly by different systems of £ile
recording; and

the large volume of relatively low value concessions
involved.
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Department of Prime Minister and Cabinet Response

12.7 The Lepartment adavised that, following the
establishment of the Working Party, this item was not within its
jurisdiction. a copy of the letter is at Appendizx B,

Departmental Responses

12.8 Most of the departmental responses were dealt with in
the Committee's 229th Report,l tabled in May 1985. However, the
Committee sought additional information on the results of the
Interdepartmental Working  Party, The Committee asked in
particular for an outline of any administrative changes made to
the existing concession scheme as a result of that Working
Party's deliberations.

12.9 The option most favoured by the Departments of Social
Security and veterans' Affairs was discussed at the third meeting
of the Working Party in September 1984, It involved the regular
issve of eligibility cards which would be checked by Telecom at
the time of accounts payments, The main elements of this proposal
were outlined in Telecom’s supplementary submission. They are as
follows:

. eligible pensioners to be issued with an entitlement
card by the Department of Social Security or the
Department of Veterans' Affairs ~ a new card to be
issued each year in November ;

. applicants for a new telephone service to produce the
card at a Telecom Business Office or Post Office to
pProve entitlement to the TRC;

. each year, entitlement to the IRC would need to be
re-established upon receipt of the first telephone bill
received after November by the pensioner Presenting his
entitlement card to a Telecom Business Office or a Post
Office; ana

. bills (quarterly) issued in the interim to incorporate
a statutory declaration which would be signed by the
pensioner to indicate continuing entitlement to the
TRC,

12.10 Telecom advised that it is opposed to the proposal for
two reasons: from a point of view of disadvantaging the pensioner
concerned and being incompatable with Telecom's current billing
operations, This is being replaced by CaBS (Customer Accounting
and Billing System) brogressively over a two to three year period
which commenced in August 1985,

12.11 Telecom reported that,2 notwithstanding the real

disadvantages of the proposal, as indentified in correspondence
to DSS, with copies to DVA, action at Ministerjial level led to

1 Joint Committee of Public Accounts, Report 229, Reports of
the Auditor-Geperal - 1981-82 and_September 1982, 1985,
Chapters 1, 8 ang 11.

2 See Appendix B,
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the Expenditure Review Committee agreeing on 16 April 1985 that
the administration of the TRC be transferred to Telecom provided
that the Ministers for Communications, Finance, Social Security
and Veterans' Affairs accepted that the transfer would reduce
overall administrative costs, 1 January 1986 being identified as
the date of effect. This Decision was endorsed by Cabinet on 13
May 1985.

12,12 On 10 May 1985 Telecom's Managing Director wrote to the
Minister for Communications re-affirming Telecom®s opposition to
the proposal (which had been earlier conveyed to the Department
of Communications). This advice, which identified, in approximate
terms, the cost to Telecom if the proposal proceeded namely a net
$812 000 additionsl annual costs plus once-only billing
development costs of $500 000, also highlighted the fact that
resolution of the matter should not proceed simply on the basis
of relative costs within the respective organisations. Due
recognition should be g¢iven to the serious disadvantages to
pensioners and the inability to introduce the scheme throvghout
Australia until the new CABS billing system was fully implemented
in two or three years hence.

12.13 Telecom arranged for the provision of magnetic tapes to
DSS anG DVA in support of its monthly claims for reimbursement,
as from August 1983. DSS has not taken any action to enable it to
process magnetic tapes against its data base of pensioner records
and thus automatically validate individual telephone customer's
entitlement to the concession.

12.14 However, DVA has developed a system which does process
Telecom's tapes, This has not been effected without some
difficulty and the level of rejects has been high with resultant
costs of follow-up within Telecom. A significant factor in this
regard is Telecom's inability to feature the pensioner's name on
the magnetic tapes andé errors do occur in the main identification
key - the entitlement number., However, with Telecom’s new CABS
system, customer name and address will be provided on tape and
thus the work-load associated with validating entitlement and
following up items of reject would be significantly reduced in
both the paying Departments and Telecom.

12,15 Whilst this matter, specifically the proposal espoused
within DS8S and now endorsed by Cabinet (subject to the original
conditions of acceptance by the four interested Ministers) has
reached an advanced stage for resolution, Telecom firmly believes
that the proposal, which has adverse political implications
regarding the welfare of pensioners as well as operational
impracticabilities within Telecom, should not proceed.

12.16 Telecom believes that its current provision of magnetic
tapes should be used to effectively check eligibility by computer
and, with the enhanced and more accurate information to be
included on tapes generated by CABS, the ancilliary clerical
effort associated with the validating process within both the
paying Departments and Telecom will be minimised.
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12.17 On 24 June 1985 Telecom again a i i

pproached DS5 in t
matter seeking a high level discussion on a more practr;.caglj.':
solution as a matter of urgency before the Ministers endorsed a
scheme containing the disadvantages outlined by Telecom,

12.18 DSS reported3 that the Government is actj i
ctivel, ursu.
the matter to determine the most cost effective optior}n, fprom tﬁg
Commonwealth perspective, DVA statedd that the most cost
:gxfnggré\éiatiopti%n thco.g:ld be the transfer of the total
on o e TRC to i ibili i
be owintpagd Telecom and this possibility is to

Conclusion

12.19 The Committee understands that the

T . < t Department of
Communications 18 now co-ordinating discussions. The %ommittee is
concerned that this matter continues to be unresolved.

3 Ibid.
4 Ibid.
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CHAPTER 13
AUSTRALIAN BROADCASTING CORPORATION

13.1 As a result of an audit in Queensland, information was
sought on a number of wunsatisfactory matters related to the
hiring of aircraft., Audit noted that:

. on a number of occasions there was a lack of
documentary evidence available in relation to the
requirement and avthorisation for the aircraft hire;

there was no evidence from documentation sighted that
quotations for the hire of the aircraft had been
obtained; and

on a number of occasions an officer had exceeded his
delegation to approve expenditure,

13.2 Audit also sought information on a number of matters in
connection with the piloting of hired aircraft by a Corporation
officer. Audit sought information ons.

the need for a Corporation officer to pilot the hired
aircraft;

. whether consideration had been given to the
Corporation's responsibilities in the event of an
accident while the officer was piloting the aircraft;
and

the position regarding insurance risk while the officer
was carrying out the duties of pilot.

13.3 Although a generally satisfactory response to Audit's
representations was received, certain aspects concerning r:he
piloting of hired aircraft by a staff member were pursued with
the Corporation.

13.4 The Committee was particularly concerned about this
item due to the death of a Corporation Regional Program Manager
and his three passengers in an aircraft crash near Claremont in
Queensland, on 24 October 1983,

Corporation's Response

13.5 The Corporation advised the Committee in a submission
that:

. the Special Flying Duties policy does specifical%y
exclude pilots. A requirement to f£ly in an aircraft is
not considered synonymous with being required to pilot
an aircraft; and

the decision that the officer concerned would pilot
aircraft was not formally documented.
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13.6 The Committee pursued these matters further with the
Corporation at a public hearing on 1§ May 1885,

Hiring of Aircraft

13.7 The Corporation outlined its procedures for the hiring
of aircraft, with particular reference to Queensland and the
matter of the Rockhampton hiring.l The Regional Program Manager
for Rockhampton was a private unrestricted licenced pilot with a
Class 4 instrument rating. He suggested to his superiors that he
£ly an aircraft in the interests of cost effectiveness to cover
the vast region of central Queensland. There were a number of
charter firms that made aircraft available. A f£irm called Sunbird
Airlines, which was stationed in Gladstone, offered to make
available a plane to be stationed at Rockhampton for the pilot's
use,

13.8 The Corporation outlined its procedures for the charter
of aircraft as follows., In decentralised operations the
Corporation relies heavily on the local knowledge of available
charter companies. The companies are canvassed for availability
and price and which would be the best operator under given
circumstances. A purchase order is issued after oral quotations
have been submitted.

13.9 The Corporation was criticised by Audit for not calling
tenders in the case of the Rockhampton incident. The Corporation
explained to the Committee that Sunbird Airlines, which owned the
aircraft in question, is based in Gladstone, There have been
documented occasions, when the Corporation chartered a plane from
Sunbird Airlines, that required the Corporation to have an
aeroplane and pilot come from Gladstone to Rockhampton to pick up
a Corporation crew, fly them to wherever they were required to
be, bring them back to Rockhampton and then return to Gladstone.
It was suggested to the Corporation by the Rockhampton manager
that the proprietor of Sunbird Airlines was prepared to leave in
Rockhampton one plane on which the Corporation could have first
call, on the understanding that the pilot was the Corporation's
manager for Rockhampton. fThere was no retainer paid and no
contract arranged with Sunbird Airlines. The owner stationed his
plane away from his base knowing that it would be used as the
occasion arose for program assignments.

13.10 The Corporation further advised that it has a standard
instruction manual outlining the administrative procedures for
purchases and services. The hiring of aircraft f£alls within those
procedures, There have been occasions when the Corporation has
required quotations or the use of certificates of inexpediency.

13.11 The Corporation agreed with the Committee that the
Rockhampton situation provided the Corporation with an
opportunity to review its chartering practices. The Corporation
advised the Committee that it is looking at all of the policies
of purchasing including the hiring of aircraft.

1 Joint Committee of Public Accounts, i i '
Report of the Auditor-General - March 1984, p.14.
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Piloting of Aircraft

13.12 The Corporation outlined the procedures relating to ita
employees £lying aircraft. If an employee is required to fly on
aircraft in hazardous situations (see paragraphs 13.17-18 below),
approval is required from a delegate, The Corporation has a
number of people who are specified in each of the States who are
delegates. The delegates also have the power to agree to the
person piloting the aircraft in the fairly rare instances that it
would occur,

13.13 The Committee was advised that the Regional Program
Manager for Rockhampton had piloted aircraft in the district from
1980 and had in excess of 800 flying hours, His credentials were
provided to the Corporation in April 19822 and these specified
the aircraft he was licensed to fly and indicated the level oOf
insurance cover for each aircraft from the Australian Aviation
Underwriting Pool. This was supported by a document from the
Managing Director of Sunbird Airlines advising that the aircraft
proposed to be stationed at Rockhampton was insured, that the
pilot had been checked and endorsed and that the risk had been
accepted by the Australian Aviation Underwriting Pool,

13.14 The Corporation advised that it was currently
considering implementing a new minimum standard licence for
permitting staff to pilot aircraft on official duties, referred
to as a Class 1 instrument rating. The Corporation was reluctant
to describe a2 standard or minimum requirement for any BABC staff
to pilot aircraft, since the policy had not actually been
implemented. However, at the time of the hearing, it was the
Corporation's intention to consult with its house union,
proposing the minimum standard. The Corporation subsequently
advised the Committee that the issue of the policy covering staff
piloting aircraft had been delayed. However, discussion with its
Branches has been finalised.3 an indication of the nature of the
new policy was set out in correspondence between the
Auditor-General and the Corporation, dated 17 May 1985.

13.15 The Corporation was asked whether it should be reqguired
to cut costs by using one of its personnel as a pilot. The ABC
replied that it did not require a member of staff to pilot an
aircraft. The initiative has been from staff.

13.16 The Corporation agreed that it had more information on
the deceased pilot and his qualifications than they would have if
they chartered an airecraft with a pilot. The Corporation further
advised that in the calendar year 1984, staff flew on 1 739
cccasions, covered by Special Flying Insurance for a total of
2 992 1/2 hours. Over the previous twelve months, staff acted as
pilots on only three occasions, all in the Northern Territory.>

2 See Appendix B, p.290,

3  Correspondence dated 11 July 1985,
4 See Appendix B, pp.292-4,

5 Correspondence dated 11 July 1985.
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Flying Insurance

13.17 The Committee was advised that the Corporation had
considere¢ extensively the matter of hazardous flying insurance,
There is a provision in the awards and determinations covering
Corporation staff. The following extract explaing 'hazardous':

A member who in the course of his duties is
required to fly in an aircraft in
circumstances which in the opinion of the
General Manager or an officer authorised by
the General Manager may involve risk greater
than those involved in normal air charter
operations shall either be insured by the
ABC for an amount of $50 000 in addition to
E;xe amount specified in Sub-section 14(1) of
o s

i as amended from time to
time, in the event of death arising from an
accident while performing such duty ang in
the event of partial or total incapacity or
injury for amounts considered appropriate by
the General Manager having regard to usual
insurance practice, or in lieu shall be
covered by the Commonweal th for an
equivalent amount.6

13.18 The Corporation advised that it had interpreted the
clause 'greater risks than those involved in normal air charter®
in the following way:

Sub-:clause 1 provides in effect that special
flying insurance is provided if, in the
delegate’s opinion

Given the precise nature of the discretion
granted the delegate, particularly by the
words underlined, the ABC has adopted the
following general rule for gquidance: An
employee should be denied special insurance
only if the answer to BOIH the f£ollowing
questions is ‘yes':

(i) Is the air service to be used by
the employee {s) available to
members of the general public?
and,

(ii) Does the service to be used fly to
and from Department. of Transport
controlled airports/airfields?

6 See Appendix B, p.298, ISM 658,
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13.19 These provisions were operative at the time of the
accident in question. The Corporation advised that it considered
that what the pilot was doing was hazardous/ (see also Bureau. of
Alx Safet Investigation Aircraft Accident Report. at
Appendix B)®,

13.20 The procedures followed by the Corporation in approving
flights in circumstances £falling within the Special Flying
Insurance provisions are set out in a Corporation documenté
'Industrial Service Memorandum (ISM 658) * issued on 9 June 1981,
Paragraph 3 of ISM 658 identifies a number of supervisory and
managerial staff in each Branch of the Corporation who have the
authority to approve staff carrying out duties on an aircraft
that may involve higher than normal risk. When a proposed flight
has been approved, paragraph 4 of the ISM requires each Branch to
supply this information to the Head of Personnel Services. At the
end of each year a summary of this information is provided te the
insurance company to allow it to calculate the premium to be paid
by the Corporation.

Conclusions

13.21 It would appear to the Committee that the
administrative procedures of the Corporation for the chartering
of aircraft, except for the situations in which a member of the
Corporation’s staff did the piloting, were appropriate. The
Committee notes that in the case of chartering without pilots
the Corporation has refined its procedures and laid down
minimum standards. The Committee wishes to be advised, in
response to this Report, that those standards have been widely
promulgated and accepted by the staff.

13.22 The Committee appreciates the desire of staff members
with pilot's licences employed by the Corporation on other than
flying duties to use opportunities, such as occurred in this
case, to keep up their flying hours. It is the Committee's
belief that the Corporation should not require its personnel to
undertake such duties in order to achieve savings in the way
revealed or to permit the use of these opportunities unless the
piloting of the aircraft on a particular task was incidental to
their normal duties.

7 Joint Committee of Public Accounts, i i ’
Report of the Auditor-General - March 1984, p.22.

Appendix B, pp.295-7.

See Appendix B, pp.298-301,

[*-¥.3
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CHAPTER 14
AUSTRALIAN NATIONAL RAILWAYS COMMISSION

ACQUISITION: AND DEVELOPMENT OF COMPUTER BASED SYSTEMS

14,1 Serious deficiencies were noted by Audit in the
preliminary investigations, planning, equipment specification,
systems development and general management control of the
Commission"s ADP Cost Management Information System. Audit
expressed the view that the Commission had embarked. on the
project without establishing the necessary control framework.
This resulteé in serious. delays and deficiencies and aaditional
costs, Audit was also of the view that the Commission's responses
to problems, identified by it or its consultants Guring the
course of the project, have not always been sufficiently positive
or prompt..

Commission's Response

14.2 The Commission provided background to the introduction
of the Cost Management Information System (CMIS). The Commission
envisaged the CMIS project as a means of achieving greater
efficiency, reducing costs and competing more effectively in the
market place. The project would permit the Commission to:

. standardise information systems;
. rationalise administrative procedures;
. produce timely up-to-~date information; and
. redeploy clerical staff.
14.3 The Commission needed to get the project under way in

as short 2 time as possible and therefore appointed management
consultants to undertake phase 1 of the project,

14.4 The Commission agreed with the summary of the Audit
findings in that the Commission embarked on the project in 1980
without realising its size and complexity as a consequence of
deficiencies in the feasibility study and of the urgent need for
extensive rationalisation in the administrative procedures and
for management information,

14.5 The Commission d@id not agree that the evolutionary
approach suggested by the consultant was inadvisable. The
rationale was thet of introducing initially a bare-bones version
of each system which management and staff would gradually learn
to use to satisfy their information needs. Management believes
that this has been and will continve to be the correct approach
to the development and implementation of systems in Australian
National until the basic CMIS project has been implemented and
there are appropriate, fully documented, accounting and
administrative procedures.
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14.6 The Commission agreed that the project was commenced
with a totally unrealistic implementation program. The reasons
for this have been a resistance to change by management ana
staff, the inexperience of Commission staff in data processing,
inadequate documentation of existing practices and inadequate
accounting practices, These were not problems that could be
readily overcome in the short term.

14.7 The Commission agreed with the Auditor-General's
criticisms of the consultants who carried out the inpitial study.
However, the shortcomings noted by Rudit were drawn to the
Commission's attention by the consultants themselves during phase
2 of the project. Remedial steps were taken as the issues were
raised and before the audit took place. Since many of the
difficulties are inherent in the organisation they will not be
overcome in the short term.

Cenclusions

14.8 The Committee is concerned at the serious deficiencies
raised by Auvait and the response by the Australian National
Railway's Commission on its acquisition and development of
computer based systems, The Committee will continue to monitor
this item in subsequent Auditor-General's Reports and in the
response to this Report,
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APPENDIX B

Items examined from the Report of the Auditor-General - March
1984

Department

Paragraph

Subject

Defence

Defence Support/
Defence

Employment and
Industrial Relations

Finance

Foreign Affairs

Health

17.1

9.2

8.3

10.4

10.5

11.1

62

Major Exercises

Manufacture of
Munitions

Unemployment
Benefit
Administration

Public Sector
Praining-Salary
Payments

Unemployment,
Sickness and
special Benefits

Treasury Remote
Input/Output
system (TRIO)

Centralised
System for
Reconciliation
of Drawing
Accounts (RECO)

Public Sector
Praining-Salary
Payments

ADAB - Emergency
Humanitarian
Assistance and
Disaster Relief

ADAB - Dessicated
Coconut Factory-—
Tonga

National Biological
Standards Laboratory

e T~

3
\
)

d
s

Departmeht

Paragraph

Subject

1 T

Housing and
Construction

Immigration and
Ethnic Affairs

Prime Minister
and Cabinet

Social Security

Treasury/
Attorney-General's

Treasury

Veterans' Affairs

Australiap Broad-
casting Corporation

Australian National
Railways Commission

Telecom

13.1

14.1

24.1

17.1

17.2

8.1

24.1

22.1

22.2

23.1

24.1

Ch.31

Ch.39

24.1

63

Departmental
Accounting and
Information
System and
Central Office
ADP Environment
Controls

Adult Migrant
Education Program

Telephone Rental
Concessions to
Pensioners

Unempl oyment
Sickness and
Special Benefits

Recovery of
Overpayments

Unempl oyment
Benefit
Administration

Telephone Rental
Concessions to
Pensioners

Australian
Taxation Office -
Recovery of Tax
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JOINT COMMITTEE OF PUBLIC ACCOUNTS
Thquiry Iinto Mditor—a eneralls Roport, iarch 1984

Bubmission 52 the Department oF DeGLonce

MAJOR EXERCISES
Paragraph 5.1

Introduction

1e The Report of the Auditor~General concerning major
exercises includes ten observations or recommendations. Each
of these matters was discussed at length between officials
of the Department of Defence and the Office of the
Auditor-General, A formal departmental response to the draft
Report which is essentially the same as the published report
is at Enclosure 1. This response demonstrates Defence
concerns, which were voiced at the exit discussion, on some
of the recommendations of the audit.

2. of the ten major points, six concern the planning,
umpiring and reporting of Exercise Kangarco 83, and four
concern the estimating process in financial control, Within
these major points the Auditor-General made nine general
recornmendations, The Department of Defence concurs with five
of these, including all those associated with financial
control.

3. Action was already in train to improve the estimating
process and gtandardise costing between Services; and the
matter of centralised coordination of joint exercises is

2180 being progressed. The Minister for Defence has now
endorsed the Department's costing policy paper which, in part,
sets out standard cost definitions to be applied in costing
Defence activities., These definitions are reproduced at
Enclosure 2. The concept of ‘direct cost! is to be introduced
by the end of 1984 for all submissions to the Hinister
requiring approval for pefence exercises.

4. The costing report for Exercise Xangaroo 83 was
completed in April 1984 and the financial outcome of the
exercise against budget provisions has been included in the
Exercise Director's Post Exercise Report. A copy of the
financial statement is at Enclosure 3. Financial reporting of
this nature will be an integral part of the post-cxercise
reporting process for future major exercises. Rasponsibility
has also been clearly assigned for the monitoring of follow-up
action in respect of validated exercise recownendations. This
too will in future be an integral part of the formalised
post~exercise action.

S5e For Exercise Kangaroo 83, the CDFS and Secretary
endorsed a two phase programme for the follow—up of exercise
recommendations, Phase 1 involved obtaining comments from
the Service Offices, ‘Australilan Joint Warfare Cstablishment
and Defence Divisions on relevant Post Exercise Report
recomnendations, Phase 2 required responses to be collated
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by the Joint Military Operations and Plans Division (JNOP)
and the isaue of a detailed follow-up programme including
monitoring requirements, Phase } was completed in early
June 1984 and phase 2 activated on 26 June 1984, is currently
in progress, ¢

6o The recommendations of the Auditor=General not agreed
by Defence concern the 'measuring of exercise performancef,

the application of 'cost/benefit analysis' and the use of

'simulation modelling, ADP data collection and statistical }
analysis', The Department's views on these matters are (4
detailed in Enclosure 1, Howaver, as the Auditor~General !
has not accepted the Dafence view, some further comment :
is offered on specific matters referred to in the Auditor~

General’s Report. .

Objectives and Tasks

y
7e The coments of the Auditor-General concerning
objectives and tasks reflect a misunderstanding of the
exercise planning process and assume a need toO ‘measure
exercise performance', The Auditor-General's use of the words
‘meagure’ and 'performance' attributes a. precision to a i
review process which, because of the judgemental nature of {
that process, is, in Dafence's view, unwarranted. Defence g
certainly agrees that good management practice calls for the
overall success of an exexcise to be considered by the
Exercise Director in his report. This is a well established
requirament for all Defence exercises, However, as was
pointed out to the Auditor~General, the process is largely
one for military judgement as to whether or not the forces
involved were effectively exercised and the degree to which
exercise objectives were met,.

8. It is, of course, necessary for the Exercise Director
to ensure that the use of resources in the exercise remains
within the allocation, and, closing the management loop,

to report on the outcome in this respect, However, because
a military exercise is just part of a larger continuing
process of training and preparation, the allocation of
resources is nore one of judging, within an overall operating
cost budget, benefits between various training options than
sinply whether or not to expend funds,

9. The proposal to define objectives and tasks more
specifically to allow 'measurement of performance', and to
allocate priorities, misunderstands the total exercise planning
process., Objectives are purposely couched in general terms

at the outset to provide guidance to planners while ensur ing
sufficient flexibility to allow the most effective exercise o
be developed. The judgement of priorities is a dynamic and
continuing process which is a major task of the planning staff
and involves complex interaction between the Service
operational staffs and the CDFS,
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Cost/Benefit Analysis

10. The manner in which exawmples were quoted by the
Auditor=General is misleading. In the first place, direct
operating costs for aircraft flying hours were used as if the
choice was whether cr not to incur those costs, Defence
pointed out to the Auditor~General that, in respect of
training costs, once the annual allocation has been decided
within the normal budget process, and assuming no subsequent
major changes to'general. activity lavels, the choice in
principle relates to which form of flying gfves the best
training value for the resources oxpended.

11. Secondly, the Auditor-General suggested that the basing
decisions for aircraft involved in the exerciss should have
been supported by cost analysis. Defence pointed out to the
Auditor-~General that other practical considerations (such

as runway capacity, tarmac space, fuel storage facilities)
determined the location of the various farces and that cost
analyses were justified only where a choice of practical
optims existed,

12, In the case of Kangaroco 83, the only suitable airfield
for Mirage operations was Learmonth and the choice of
locations for Orange F111s was limited to Paarce or Darwin
because of the practical requirement to separate Blue and
Orange forces. As Pearce and Darwin were virtually equidistant
from the exercise area, other practical considerations led

to the selection of Pearce,

13, The question of location of Blue reconnaissance Fiiis
was considered in detail but eventually hinged on the
availability of C130 hours to transport the necessary
photographic support equipment from Amberley. In the event,
as sufficient €130 hours were not available due to other
operational and training tasks and the overall financial
constraints regulating flying hours there was no choice in the
matter and it was accepted that, although there would be
additional unproductive transit hours, the best compromise
from a training and exercise point of view was to operate the
reconnalssance flights from Amberley. Again, cost analysis
would not have contributed to this decision process,

Summary

14, In summary, therefore, the Devartment of Defence
considers that the audit of major exercises is useful in
focusing on areas for improvement, especially in financial
control aspects, However, the corments concerning excrcise
planning oversimplify a very complex process and the concept
of 'measuring exercise performance' in the usual audit sense
appears inappropriate to major military exercises,
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15, Defance rgcogniges the need for the continuing xeview
of its major activities to ensure that the most effective

use is made of the resocurces made available for the defence
of Australia, The establishment of dedicated exercise
planning staffs and the effort put into creating effective
rajor exercises 1s a measure of the seriousness with which
the department addresses this responsibility. - As indicated
by the Auditor-Ganeral's comments, Defenca considers that '.
significant improvementa hava been achieved in the managemant
of major exercises in recent years and accepts that scope for
further improvement exists. However, 'greater precision in
planning and reviewing proc * and ‘greater documentation
and analysis of planning and cost/benefit issues' is unlikely
to 'result in more informed decisions for rationalisation
and deployment of available resources', Instead, Defence
will be looking to improve the early planning and budgeting
process by achieving earlier definition of force allocations
and resource limita within which major exercises are to be
constrained, and by applying the improved costing and estimating
method,.

16, Finally, it should be noted that CDFS, Sexvice officers
and officials of the various Commonwealth, State and regional
authorities associated with Exercisae Kangarco 83 considered
that exercise to be one of the best conceived, planned and
executed of its type in Australia's recent experience. The
Exircise Director in his postwaxercise presentation to CDFS
said thate

‘K83 was = within the bounds of necessary
oxercige restrictions - eminently successfuls
currant ADF capabilities were demonstrated;

and valuable training experience was obtained
in a credible scenario; in many areas much of it
for the first time,',

Moreover, in his Post~Exercise Report, he noted thats
'Within resocurce limitations, all objectives
of the exercise were met and initial indications
are that the exercise was conducted within
budget, The majority of joint and single~Service
tasks were achieved®,

Encloguress.

1. Audit Review =~ Major Exercises RFP84/214 dated
31 January 1984

2. Costing Policy

3. Kangaroo 83 Bxercise Direct Costs

26 July 1984
70
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Copies: of the following documents may be found on Joint Committee
of Public Accounts File 1984/4, Part B,

. Letter f‘rom‘D,epartment of Defence to the Auaitor-General's
Office re Audit Review ~ Major Exercises RFP 84/214 catea

31 January 1984. -

. Costing Policy.

. Kangaroo ‘83-Exercise Direct Costs,
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JOINT COMMITTEE OF PUBLIC ACCOUNTS
Inquiry Into Auditor-General's Report, March 1984
Submission by the Department Of Detence

MANUFACTURE OF MUNITIONS
Paragraph 6.1

Introduction

1. A central objective of Defence policy for industry is
to ensure that the Defence Force can be supported and
maintained from within Australia, utilising a combination of
local industry (including Government factories), selective
stockholdings and reliable overseas sources of supply, for
provision of the necessary equipments and munitions. The
policy is therefore not to maximise local production or to
increase industrial self~sufficiency as objectives in their
own right. Rather, resources are allocated to training or
to operating the forces, or to their supply and support in a
financial program which is derived from an extremely
detailed and thorough analysis of the relative priorities of
those activities. This financial program - the Five Year
Defence Program « is a central document which not only
reflects the outcome of defence policy but also serves to
convey that defance policy guidance to other departments.

Audit Findings

2. The main thrust of the audit report findings which
concern this Department are:

a. the need for improved definition by Defence
of the required strategic capabilities to be
provided by the factories.

b. Scope for improved efficiency through review
of the financial and ordering arrangements
between the two departments since these
arrangements underpin the basis for shorter
term planning.

c. Shortcomings in the design and technical
interface between relevant authorities in
each department and the impact of that
relationship on production and testing..

Prcduction Capacity

3. The Audit report comments that there is no recorded,
comprehensive assessment of the adequacy of existing
capacities and capabilities to meet the Defence Force's
strategic needs, including emergency production. The
Defence approach has been to set up mechanisms to examine
the importance of industry capabilities to overall defence
objectives and to weigh that importance against the cost of
establishing or sustaining each capability, Important
questions in the process are:
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a. what is the likelihood that the capability
would be required in the more likely
contingencies.

b. what is the likelihood that overseas supplies
of the same product would be restricted in
such circumstances and does stockpiling
pcesent a viable alternative.

c. what alternatives are there to achieve local
production in an emergency, including:

(1) manufacture by existing commercial
facilities or rapid conversion of such
facilities to defence needs, and

(2) «ceduction of the lead time to establish
local production to be within the warning
time for contingencies that may need the
capability (by, for example, drawing up
detailed plans and purchase of long lead
time items rather than actually building
and running the facility at considerably
higher costs).

4. Such considerations are dynamic and are influenced by
changes such as:

a. the strategic circumstances,
b. the structure of the Australian Defence Force,

c. the capabilities and capacities of australian
commercial industry,
d. resources available; and

e, competing Defence priorities,

S. Current Defence thinking on this matter is that the
single expansion scenario used for planning in the 1950's,
while administratively convenient, particularly for the
factories, is strategically unsound. Unlike, for example,
the NATO forces in Europe, Australia is not faced with a
single, known threat against which forces, equipment,
doctrine and tactics may be planned in detail. Australia
is faced with a very wide range of possibilities of varying
likelihoods with the potential for developing in different
time frames. Planning of the structure of the Australian
Defence Force and its supply and support needs is correspond-
ingly complex.

6. In noting the comments by Defence about the problems
in providing a precise and comprehensive statement of the
manufacturing capabilities required, the Audit report
concludes that the present arrangements result in an ad hoec
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approach in considering expensive plant replacement and in
the incurring of significant expenditure in maintaining
surplus capacity that, in many cases, has low Defence
priority, The report states that no one appears to be

able to firmly state what capability is required. The
reference to an ad hoc approach to plant replacement would
seem to have been made without the benefit of an examination
of the Defence processes involved. Defence supports funding
of plant replacement only in cases where it has been ,
established that the plant is required to meet a strategic
need and where the cost of new plant is found to ?e_)ustxfled
having considered the alternatives such as stockpiling or
development of secure sources of overseas supply.

7. The Audit report further implgei Ehat ;he‘zgg::przatzon
i 'Maintenance of Production Capability - Muni
;ﬁggstg;'nig tg ‘sustain p:oductiog capab¥lities considered
essential for the manufacture and/or support o; defence
material and equipment', Such an interpretation has
connotations of excess capacity at the prevailing level of
production. There is, in fact, no evidence of any
significant excess capacity in personnel and any such excess
in underutilised equipment, buildings and land does not
reflect in the Maintenance of Production Capability (MEC)
appropriation because the factories dg not pay depreciation
or rates eon land. Some small, additional costs may be
reflected in the appropriation to cover expenditure on
building maintenance.

8. Maintenance of Production Capability_approp:iaglon is
in effect a supplementation or form of subsidy which is
necessary because of the difference between the prices charged
to the defence Services and the factory cost of production of
the munitions. Prices are based on a manhour rate {Defence
Munitions Manhour Rate - DMMR) which covers all direct costs
but only part of indirect factory costs. Attachment A
compares munitions factory accounting structure with
commercial factory accounting structure.

9. Defence believes that this combined subsidy/charging
arrangement is inappropriate and should be replaced by a
charging basis which more fully reflects the cost of
production. This approach has already been adopted in the
shipbuilding agreement on the Australian Frigate Project.

The basis of charging for the output of the munitions
factories is currently under review by the two departments in
conjunction with the Department of Finance.

10. There have been periodic reviews of the overall
capacity and structure of the Government factories, the most
recent being by the then Special Adviser on Defence
Production, Mr D.H. Eltringham. These reviews have not been
available publicly because of the classified nature of thg
assessments, including the disclosure of Australian capability
to produce various types of weapons and ammunition. They
have, however, generally called for a restructuring into a
smaller number of more efficient factories, more in tune with
current defence needs.,
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1l More recently Cabinet has directed reviews of the
aiteraft and shipbuilding and ship repair industries. The
Defence Committee recommended inclusion of the munitions
industry in ‘those reviews.

i
C L2k - The Government's Defence Policy for Australian
Industry notds that, ‘despite significant past expenditure,
the capabilities and capacities of the factories are, in
important respécts, ill-matched to our strategic needs and
in need of reform, and calls on the Ministers for Defence
and for .Defence: Support to prepare a paper on longer term
defence requirefients and on measures to encourage the
maximum participation by Australian industry that is
consistent with strategic priorities. In such a plan the
Defence vote would only be used to support local industries
if it could be shown that locally sourced supply is
eéssential for strategic reasons.
1

3
Short Term Planning:
3

13. Under this heading, the Audit report makes reference
to the need for more*reliable projections of Service
requirements to be advised to DDS as well as to the effects
on production levels resulting from changes in Defence
priorities, Defence procedures in the matter of planning
of munitions orders include the annual preparation of a
‘Munitions Shopping List' which is supplied to the Department
of Defence Support. This list sets out, by specific
munitions items, estimated Defence requirements over the
succeeding five years. As well, the Five Year Defence
Program (FYDP) which is Defence's basic financial planning
document -reflects the content of the ‘shopping list' in
budgetary terms. Whilst it would be unrealistic to believe
the FYDP could be immutable, it is a detailed and soundly
structured document, possibly without peer in comparable
areas of Government budgetary planning.

14, To the extent that the reliability of the FYDP data
degrades in the later years, overwhelmingly the greatest
cause is the variability of Government financial programs.
As well as these formalised expressions of Defence s projects
for the next five years, and in addition to the continuing
informal liaison between officials, the pericdic meetings
of the high level Government Munitions Factories Workload
Co-ordination Committee provide the vehicle for
reconciliation of the Services' delivery requirements with
the production capabilities of the Factories. In this
forum, detailed variations to priorities and schedules can
be agreed and tradeé offs settled to the advantage of both
supplier and user.

1s. Some 66% of -the annual ordering program derives
essentially from the ongoing annual training requirements of
the Defence Force. This is a well known and relatively
stable requirement although it can vary somewhat from year
to year, depending on the relative priorities for the
development of specific defence capabilities.
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16. Whilst Defence projections of requirements for local
production of ammunition may fall short of the degree of
reliability desired by the production planners,cthey are
considerably more timely and reliable than the.forecasts
available to commercial industry. In that environment,
factory planning and scheduling are subject to the vagaries
of the economic environment and there are the considerably
greater uncertainties of the market. forces to be coped with.

17. Leaving aside the causes, the effect is that the
fluctuations in Defence orders are small and are generally
known well in advance, compared to the vary large scale
£luctuations (sometimes 'all or none! ordering patterns) and
'mouth-to~-mouth' uncertainties normally encountered in
similar types of “commercial production.

18. With regard to the adoption of economic order
quantities, it is agreed that the efficiency of Defence
ordering might be improved if the Department of Defence
Support were better able to define minimum economical
preduction run sizes, for the current range of munitions
requirements. The cost penalties for the ordering of
lesser quantities would need to be exposed as would the
possible additional requirements for the very costly
magazine type storage facilities necessary to hold the
larger levels of stocks that would come from larger
production runs.

19. To date, the indications are that in the main, when
new orders are taken in conjunction with orders already on
hand in the factories, production run sizes which exceed
minimum economical production levels are generally

produced., This interpretation is supported by the absence
of any significant response to earlier Defence requests for
advice on economical production levels so that consideration
could be given by Defence to these unit cost reduction
measures.,

Production

20. When addressing the matter of development of

technical data, specifications, drawings, quality require-
ments and testing, the report tends to imply responsibilities
to Defence which are Department of Defence Support
responsibilities and vice versa.

21, Defence Support must have the responsibility to design
and specify for its production processes in order to

achieve the technical requiements specified by the Services.
However, in the absence of that capability, ‘trial runs',
‘pre-production prototypes’ and other such devices nave been
employed in the past wherein the Services and Defence

Support have attempted to jointly achieve production
objectives. Defence recognises the attempts being made in
Defence Support to improve in this area.
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22, With regard to the management of Initial Producti
< . tion
Teams, this function has now been passed over to Defence
project managers and, as acknowledged by Defence Support,
;fgbiev1sed arrangements should avoid recurrence of past
ens.

26 July 1984
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factory
Attachment A which compares munitions

Qcﬁgﬁﬁtgﬁg structure with commercial factory accountggg fgégiiure
may be found on Joint Committee of Public Accounts File '

Part B.
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JOINT PARLIAMENTARY COMMITTEE OF PUBLIC ACCOUNTS INQUIRY INTO THE
AUDITOR-GENERAL’S REPORT, MARCH 1984

SUBMISSION BY THE DEPARTMENT OF DEFENCE SUPPORT IN RELATION TO
PARAGRAPH 6.1 - MANUFACTURE OF MUNITIONS

L

The objectives of the Munitions Division of the Department of
Defence Support can be stated thus:

. To assess, plan, develop and maintain Australian industry
capability for the production of munitions, so as to
optimise national self-sufficiency and meet defence
requirements 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.

The Auditor-Genmeral has made a number of comments relating to
forward planning, control of production and quality, financial
matters and management information systems. Responses to those
conments follow in the body of this submission. However, the
following general comments are offered:

The Department of Defence Support was established in May 1982 as
a consequence of adoption by the then Government of one of the
principal recommendations of the UTZ report, The then Minister
accepted the task of revitalising the Department’s operations,
including those of the Munitions Division, in a8 way which, inter
alia, would address (and ultimately remove) the root cause of the
problems upon which the Auditor-General has now commented. The
relevance of this task has been endorsed by the Hon. Brian Howe.

A number of major departmental initiatives has been taken in this
direction which will have long term effect on the operations of
the Munitions Division including: ~°

. membership of Senior Defence Committees including the Force
Structure Committee and the Defence Industry Policy
Committee.

. the creation within DDS in May 1984 of the Defence Industry
Development Committee which includes representation from
Industry and the Trade Unions, and Departments of Defence,
Industry and Commerce, and Science and Technology.
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3 ot ing
the establishment of Boards of xanagemen§ for PPEﬁaE
di:isions. including the Munitions Board of Managezentzrztzz
its dnaugural meeting scheduled for September 19§ . hese
boards also have representation from industry , the tra
unions and Department of Defence

¢ of the department at
the restructuring of the top management ° g
establishments and at Central Office is now almost
complete,

‘thin factories of the

review of administrative functions wit

;unizions Pivislon, which led to the setting up of projec;
MURAD to effect long term improvements in the area ct
financial and personnel operations, inventory managemen
information systems.

the setting up of working groups on

- costing and pricing in punitions establishments

- factory autonomy, (to identify constraints to effective
management)

- review of the Explosives and Ordmance Factories Gr;:ps
(to address environmental problems and rationalise
workload)

'd 2all have the effect
initiatives when fully effective shoul
gge;:prZVing the efficlency and effectiveness of the Munitions

Pivision.

‘ both timely and
hile, the Auditor-General’s comments are
E:f;?:l in‘focussing on areas where effort needs to be directed.

Following are repomses to the particular comments in :?e Auditor-
General’s Report, Chapter 6.1 Manufacture of Munitioms:

6.142 Production Capacity

Existing Capability end Capacity

1.

have a large amount of
Audit notes that the factories

u:gerutilized plant and equipmi:c left ;verd:;::§§8;:£::§2

lume production, In the absence of a
;:lizy gn the capabilities and'cap;ziiies ieqzizziaii;
s e-
itions production, these facilities a

:::kined. PIn~many ca;es the plant is very old but quite
capable of substantisl production should the need arise.
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The need for s study to define the capabilicies angd
capacities reguired for munition manufacture has existed for
,magy years, Letters requesting a paper on capabilities
were writtsn to the Minister for Defence by Mr Viner in 1982
and Mr Howe .in 1983,

Fipancial Arrangements

2.

Audit notes- the cost to Defence of $68.4 miliion
(actual for year $68.1m) in Maintenance of
Production Capability (MPC) for 1983/84 for the Munitions
Factories, Maintenance of Production Capability 1s the
money required to cover the operations cost of the Yunitions
Factories that is mot Tecovered from sales.

This situation arises from the pricing agreement with
Defence for Service orders, ie. the Defence Munitions
Manhour rate (DMMR), recovers less than full factory
overhead costs,

The present financial arrangements between the Departments
of .Defence Support and Defence were established between the
former Department of Industry and Commerce and the
Departments of Defence and Finance ir 1976.

A detailed raview of costing and priciang of factory
operations and products respectively, is inm hand. This
program aims to ensure that the relevant costs of Production
are identifled and allocated by cost centre and product.

The Department acknowledges that 1t i difficult to assess
specifically the costs of unused capacities retained in the
interest of strategic considerations, however it is
currently considering that issue as part of its
implementation strategies against Project MURAD - a project
directed.at improving performance in the finance, supply arnd
personnel functions of the production estabishments,

Statements of Capability/Capacity Required - For Defence Needs

5.

Audit highlights the fact that Defence Support has uo
definitive guidance from Defence on capabilities and
capacities for lopcal munitions production Tequired to meet
present or future needs. Audit reports that Defence
consider it unrealistic to expect finite statements of
production capabilities and requirements., In the joint
stategent on Defence Policy for Australian Industry released
or 3 June 1984, Mr Scholes and Mr Howe stated that Defence

co8t premiums for their retentlon and development. These

policies are to be developed Jointly by Defence and Defence
Support.
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Ability of Factories to meet Delivery, Cost smd Quality Reguirements

—f

for 2 clearly defined policy statement on the
g::ugleiile of the Munitions Factories as noted by Auditdis
agreed. Reviews on future defencerfndustry needs,
strategiec facilities in Government factories, factory
restructuring and development etc, are mow in hand.

7.

role of Munitions Factory management is to meet
§::i$::;frgos: and quality requirements for all prod:cti::é
A nuwber of factors operate against efficient pi?ducc Qilic
accurate forecasting of deliveries, pecause of the pu
nature of the factories’ operations, ihcluding

for defence
- high quality aund performance requirements fo
c:%e:s leading to technical difficulties in the
adaptation of overseas desiguns

- duction

- the need to maintain broad-bdased pro
capabilities, including those specialised capabiliti:z
not available in industry and which are not economic
operate at peace-time levels

- ansyundertaking to accept defence orders vhicy are small
in quantity but often expensive in terms of resource
consumption

- public service and financial regulations

- employment restrictioms including restrictions on non-—
P.S. 4ct employees.

However, even with the sbove constraints, mapny dictated :y

p“blic’sector operation, actioms are posiiblef;: ::az
to ¢t s e c

operations more efficient. A progran

hzgh priority within Defence Support. Judgemen:i 2?

factory effectiveness and efficiency must take accoun

the totality of Australfa’s munitions needs.

Audit’s conclusion that the absence of quantified pioiﬁ::i::
capability requirements causes planning difficu ; A
agreed and is covered under paragraph 5 above. ;zili:y
Support is exploring with service customers the iossi ey
of multi-year ordering to permit more efficient planning
production operations.

Audit observes that Defence Support h%: li:fﬁ;dD:::::::;izz
rivate industry capabilites. A detaile

:2sfralian Defence and Off-sets Industry has been available

for several years and is about to be re-published.

82

10,

-5-

Defence Industry and Purchesing Division of DDS has &
responsibility for the development and mapagement of
proposals for Australian industrisl involvement in defence
related projects and for non-defence projects emerging from
the offsets program. 4 fundemental Tequirement of thisg
résponsibility is a deep knowledge of Australian industry
capabilities, a knowledge that must be kept up to date,

During 1983/84 Corporate Flans were developed for the
Division and factories. These provide a blueprint for
change and new initiatives by addressing problems in the
areas of product delivery, quality and cost, new technology
and marketing, Iesource management and the introduction of
initiatives including increased gutonomy of factories,
encouragement. of equal enployment opportunities, industrial
democracy, jmproved produet orientation, long term plans for
investment in Australia’s defence industry and the
establishment of closerx links between development resources
and design apd production techroiques, The question of
specific capability development and capacity requirements
however relates to the Audit observations of parsgraph
6.1.2, de. lack of firm, long-term planning data from
Defence on future needs for defence production,

6.1.3 Short-Term Planning

11,

12,

4Audit refers to the Munitions Operatlions Plan setting out
delivery commitments for the Munitions Factories and
comnents that it appesrs to be over-optimistic,

The fact that the operatfons plan is not fully achieved
bécause of unforeseen technical and other problems does not
invalidate or reduce the value of the plan as a production
planning document. It should be understood that the
Operations Plan is prepared based on forecasts of Service
orders provided before the Budget outcome is known. This
can affect the timing and size of orders, and sometimes
results in cancellation of existing orders. Under existing
arrangements orders on Munitions Factories can be canmcelled
at no direct cost to the customer.
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N te plans for the

Nevertheless an objective of Corpora

Munitions Fac’tories is a delivery ;cl:ievem:nii::rp;zovemggz
lue o tems de .

each year measured in dollar va . et for

y Operations Plans are to form the base

)tizﬂ;nyea:urement of delivery schievement againmst agreed

objectives.

Auvdit suggests that because the Operations Pldar;iicg
optimi’stic in terms of deliveries, P}‘roff.emstaarefuialuysZeliver
Te
financial programming by Defence. ailu e
t ssarily indicate tha
a quantity of items does not nece aniticsntly
v those items is not sign
planned input of work onm PPRAAIS Sl i ot
i d. It is accepted that achile
:;Eg:avmes is necessary for effective finan:ial grosr:::&:::a:z
s from
customers just as firm longer term order
:;: necessary for efficieut planning of pruduc:ion.d Better
methods for increasing delivery are being introduced.

tiorn of Service
T need for more reliable projec

r::uiremencls as noted by Aaudit is ag.reed, as discruzi::
above An improved arrangement vouldc; be a tthrmee yeAa irm

i i Canadian system.
ordering program similar to the cee
rtunities for m

ear program would also provide oppo

zc:nom?ic Erderiug quantitids through multi~year orders.

6.1.4 Acquisition/Procurement of Materials

15.

16.

el

17.

ting from the
ed that administrative actions emana :
;I{;R.ilsa 2;);lementa:ion program will 4e/nsa;lehrecle:ain1t1 s::fefisxgl
tha
be ut in place during 198
;:prove:ent in administrative and financisl functions across

the board.

hold of $10,000, the
egards the pudlic tender thres

g:parrtient considers there is merit in present mo;es t:i:::
that 1imit increased - particularly for material regq

for production purposes.

5 Production

: ign or build
:zg:;arcdiste:ndprcoebclhenisca;fs;::rfiocfagit:: gg:{;::i::f:i
:::;;f:.llsﬁf: ::;:rvepreyn?etnoti;aemifa‘:x;'un:istis:lird::iaii,nl it:::;
:efquf:elmle‘:is vsii;’easa::alioarrmg:;i{?ungi;é:n;rx;:iiucma“c:elzbztf:
::;r\?;:;odnel?;ds ?::t:;e::mi“tzms a;e production technical
problems or material supply- problems.
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20.

“l-

Further problems that cause delivery delays unoted by &udis,
including specified material that is no longer available and
deficiencies in specifications, apply to new production
programs and are part and parcel of establishing pew
production. To try to improve this situation, an objective
of the Department 4is to improve the management of new
capabilicy establishment and to respond in a pore
"conmmercial" manner to Service contracts, 1Ip particular, we
need to advise Service customers of delivery delays or cost
increases implicit in build standard changes gnd delays in

Tesolving specification definition problems (see paragraph
32).

Audit’s suggestion that Defence Support review the adequacy
of 21l specifications before issuing production orders is
accepted, Specifications 2re reviewed but many problems are
not apparent until actual production is being established.

Avdit suggests that reasonable time frames be sllowed for
derailed design and testing of newvw requirements prior to
production becoming a matter of urgency. Munitions Division
certainly supports this statement. Defence has in the
past, and is at the present time, because of fimanecial
comstraints, deferring decisions on loecal production of new
equipment at the expense of lead time available for
producti{on establishment to meet in-service target dates.
105om Tank ammunition is a prime example, the decision on

comnmenced., At present, deferment of decision on 20 an
anmunition for F/4 18 Afreraft, Abbot 105un ammunition for
the new field gun, and possibly the new small arms projects,
is effectively eroding lead time for establishment in
Australia of production capabilities for these wunitions,

Administrative De lays

21.

Cost

It is acknowledged that management information bandling and
control systems require improvement to ensure a more
efficient approach to production control and monitoriang,
ADP systems are being trialled and introduced to overcome
this deficiency,

Aggregation and Tramsfer

22,
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Tha rogramzme aims to ensure that the relevant costs of
p:o;u::ioi are identifjed and allocated by cost centre and
product. Progress in this area is to.a large deg;e:
dependent on the availabilicy of appropriate systems aZ
wanpower to facilitate data handling and management, ?
integral aspect of that review will be consideration o'
areas where excess/surplus capacities or capabilities nay
exist and derivation of an appropriate procedure to
separately fund those elements, .

The Department acknowledges that it is important that ;h:
relevant costs of production are known by product and ths
where cost over-runs occur, the reasoms for them are
analysed and appropriate action is taken eg recovery from
customer or taken up as production losses.

Initial Production Teams (I.P,T)

24,

25.

ests that greater use of Initial Production Teams,
?:ditrzzii;lnca:ivei of production, inspection and design
authorities, be made for new and restarted production
projects. Initial Production Teams or their equivalent are
formed for all new production anmd for all changes to
existing production where thought necessary. Audit comments
about the wmanagement of Initial Production Teams arz
accepteds Project wanagement arrangement for Project Bame
(105MM Field Gum) is based on a management agreement be::een
Army Chief of Materiel and Controller Munitions D?vis f;'
This agreement of all parties cleartly define:‘~§
responsibility and authority of all parties concerne in
defines time limits for Initial Production Teams to reso :e
problems. Management of new projects in future is to be
wodelled on the Hamel arrangement which to date, is proving
most-effective.

t cites problems with 1,2 grain detonators as an example
?;d:roblems iequiting greater design expertise and bettir
management of IPT’S. The particular problem with 1.2 g;a n
detonators provides a valuable lesson for all munét on;
production. These detonators, used for 40nm and 76mn U
designed awmunition have been made in Australia for :anz
years. In 1976/77 a new design from the UR was adopted an
production of the previous design ceased before production
started on the new one. Technical problems with the ;;w
design resulted in the delays cited by Audit. h:
fundamental mistake made by all parties concerned was th
cessation of existing production before production of t ;
new item had been established and proven. Better phase
production mangement will be introduced to prevent future
such occurrencies.
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External Contracting

26.

Audit ecites a lack of manufacturing data from industry
contracts when production is taken over by the Munitions
Factories. We agree with the Adudit observation in principle
although previous experience with contracts requiring
contractors to provide manufacturing data has proven to be
£ doubtful benefit as the date provided is tailored to the
specific processes used by the contractors, (e for
different machinery and plaot and methods of production).
In many instances, industry contractors do ot produce

tooling drawings unless essentlal, because of the cost
involved.

Lizison Between Factories

Audit cites the transfer of 40mm tracer production from
Small Arms Factory Lithgow to Ordnance Factory Maribyruong
28 an example of poor liaison Tesulting in delayed
deliveries of 40 mm ammunition. The basic problem in this
instance was the same as that noted in paragraph 25 where
production of a small but essential item was stopped at one
factory before being fully established at the second
factory. The transfer of production projects between
factories is not commoen but vhere, 4n the intere¢t of
efficiency and economy, it is decided to redistribute
functions among factories, particular attention will be
given to ensure that transfers are undertaken vhile
continuing to achieve delivery requirements.

Production Control
fzocuctron Control

28,

Project Murad is being undertaken by Munitions Division to
improve the overall administrative effectiveness of the
Munitions Facteries, The c¢iting by audit of problems at the
Ordnance Factory with visual standards for scceptance of
shell cavities, highlights the need for a more commercial
approach by Munitions Factory Managers. While discussions
are in progress with inspection authorities, factory
management must advise the Service customer of the likely
cost and delivery implications involved with the
specifications and offer alternatives. In addition, modern
instruments and autompated inspection equipment are also
needed to support efficient inspection procedures.

While the approach to managing nunitions production can be
more commercially orientated, there ig a need to balance
this against the strategic need for local production, and
for repair, overhaul and maintenance and advisory services,
that are essential to the Defence Force. 1Initiatives are in
hand; for greater contractual respongibility by Munitlons
Division, including delivery and cost accountability,
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23,

-8~

That programme aims to ensure that the relevant costs of
production are identified and allocated by cost centre and
product., Progress im this area 48 to.a large degree
dependent on the availability of appropriate systems and
manpower ta facilitate data handling and management. An
integral aspect of that review will be consideration of
areas where excess/surplus capacities or capabilities may
exist and derivation of am appropriate procedure to
separately fund those elements.

The Department acknowledges that it is important that the
relevant costs of production are known by product and that
where cost over-rums occur, the reasons for them are
analysed and appropriate action is tsken eg recovery from
customer or taken up as production losses.

Initial Production Teams (I.P.T)

24,

25,

Audit suggests that greater use of Initial Production Teaums,
ie - representatives of production, inspection and design
suthorities, be made for new aund restarted production
projects. 1Initial Production Teams or their egquivalent are
formed for all new produvction and for all changes to
existing production where thought necessary. Audit comments
about the wmanagement of Initial Production Teams are
accepted. Project management arrangement for Project Ramel
(105MM Field Gun) i1s based on a management agreement between
Army Chief of Materiel and Controller Munitions Division.
This agreement of all parties clearly defines the
responsibility and authority of all parties concerned and
defines time limits for Inmitial Production Teams to resolve
problems. Management of new projects in future is to be
modelled on the Hamel arrangement which to date, is proving
most-effective.

Audit cites problems with 1.2 grain detonators as an example
of problems requiring greater design expertise and better
management of 1PT’S, The particular problem with 1.2 grain
detonators provides a valuable lesson for all musnitions
production, These detonators, used for 40mm and 76nm UR
designed amnmunition have been made in Australia for many
years., In 1976/77 a new design from the UK was adopted and
production of the previous design ceased before production
started on the new one, Technical problems with the new
design resulted in the delays cited by Audit. The
fundamental mistake made by all parties concerned was the
cessation of existing production before production of the
new item had been established and proven. Better phased
production macgement will be introduced to prevent futare
such occurrencies.
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External Contracting

26.

Audit cites a lack of manufacturing data from industry
contracts when production is taken over by the Munitions
Factories. We agree with the Audit observation in principle
although previous experience with costracts requiring
contractors to provide manufacturing data has proven to be
of doubtful benefit as the data provided is tailored to the
specific processes used by the contractors, (ie for
different machinery and plant and methods of production),
In many ipstances, industry contractors do not produce
tooling drawings unless essential, because of the cost
involved.

Liaison Between Factories

Audit cites the transfer of 40mm tracer production from
Small Arms Factory Lithgow to Orduance Factory Maribyrpong
as an example of poor liaison resulting in delayed
deliveries of 40 mn ammunition., The basic problen in this
instance was the same as that noted in paragraph 25 where
production of a small but essential item was stopped at one
factory before being fully established at the second
factory. The transfer of production projects between
factories is not comwmon but where, 4n the i{ntereg¢t of
efficiency and economy, it is decided to redistribucte
fupnctions among factories, particular attention will be
given to ensure that rransfers are undertaken while
continuing to achieve delivery requirements,

Production Control

PR L AT L A 1212213

28.

Project Murad is being undertaken by Munitioms Division to
improve the overall administrative effectiveness of the
Munitions Factories. The citing by audit of problems at the
Ordoance Factory with visusl standards for acceptance of
shell cavities, highlights the need for a more commercial
approach by Munitions Factory Managers. While discussions
are iu progress with inspection authorities, factory
management must advise the Service customer of the likely
cost and delivery d4dmplications 4nvolved with the
specifications and offer alternatives. In addition, modern
instruments and automated inspection equipment are also
needed to support efficient inspection procedures.

While the approach to managing munitions production can be
more commercially orientated, there is a need to balance
this against the strategic need for local production, and
for repailr, overhaul and maintenance and advisory services,
that are essential to the Defence Force, Initiatives are in
hand; for greater contractual responsibility by Munitlons
Division, including delivery and cost accountability,

87



-10~

6.1,6 Quality Assurance/Quality Conmtrol

30.

31,

32.

The need for the factories to achieve 45 1822 reflects
Defence Quality Assurance policy which in turn is based on
the longer term achievement of economies in the national
resources deployed on Munitions Production, Quality Control
(QC) and Quality Assurance (Q4).

The OFM situvation is developed as follows:

. The factory underwent a Defence assessment in June 1984

. 4 decision has been withheld pending further corrective
action

. A lipited reassessment is planned for August 1984.

Amwmunition Factory, Footsecray and Ordmsace Factory, Bemdigo
have achieved qualification to A5 1822.

The remeining five Munitions establishments are progressing
towards Q4 systems accreditation by 1986.

The procedure for approval of minor departures needs to be
discussed further with the Service Quality Assurance
Avthorities. It is currently stated in the Audit Report
that action sheets for minor deviations (concessions) are
acceptable for those establishmeuts that have QC systems
complying with AS 1822, All other establishments must use
the formal §Gl Production Permit-~Concession Application for
every deviation, no matter how minor the deviastion.

The Division agrees that.2ll departures fram the design and
the drawing should be documented but believes that there is
scope for giving increased delegations for suech decisions to
the factories 3in accordance with overseas practice.

We also consider there should be more scope for doing this
once the service customer has coufidence in AS1822 standard
Quality Management Systems.

6.1.7 Management Information

33,

In 1984/85 the Department will be addressing the issues such
as performance measurement, both internally and through
appropriate consultancies, to ensure the most efficient
review and comtrol over delivery performance.

Irplenmentation of Project Murad and Corporate Planning

targets and objectives will assist in achlevement of this
aréa.
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6+1.8 Audit Conclusions

34,

35,

——e 222005

We agree with Audit conclusions, and those iniciatives

referred to in the body of this submissi vl
deficiencies nored. on WALl correct che

Possible Witnesses
Mr A D Powell
Controller
Munitions Division
Mr N B Tozer
General Manager
Hunitions F{lling Factory, St Mary’s
Mr P M 0’Dwyer

General Manager
Ammunition Factory, Footscray

3 August 1984
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8.1 - UNEMPLOYMENT BENEFIT ADMINISTRATION

17.1~- UNEMPLOYMENT, SICKNESS AND SPECIAI BENEFITS

overview of Audit Findingsg and DEIR Response

1.2

The Audit of a sample of Commonwealth Employment Service
(CES) offices in Victoria disclosed, in the view of the
Auditor~General, "a number of unsatisfactory matters".

These. related to;

Unemployment Benefit Administration

Work Test Procedures

Review of Assistance to Registered Job-seekers
Job-seeker Cards

Liaison with the Department of Social Security

Re~registration of Job-seekers,

Details of these findings and this Department’s response to

each is set out in the body of this submission,

The findings listed above involve two broad subjects,
namely CES/Department of Social Security (DSS) liaison

arrangements and CES administrative matters.

Audit findings in regard to the former subject resulted in
the establishment of a Review group, comprising senior
officers from the CES and DSS. Changes to procedures
arising from the Review have been agreed to by both
Departments. It was proposed by both Departments to

implement the new procedures on 1 August.
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However, DSS have since advised that they are unable to.
meet this date and therefore there will be a delay to the

implementation.

Attachment 1 to this submission is a copy of the revised

procedures which are for {ssue to the CES network.

With reference to those Audit. findings which relate to CES
administration, these had already been identified and
addressed independently by this Department and revised
procedures were issued in August 1983, Furthermore, some
of the findings were of a comparatively minor nature and as
such might well have been more appropriately omitted from
the Auditor-General's report in view of the discussions
which took place with Departmental officers. A copy of the
revised procedures for Reviewing Assistance to Jobseekers

and recording on job-seeker cards are at Attachment 2.

CES_Role in Unemployment Benefit Administration

1.7

The CES acts as an agent of DSS in relation to certain
aspects of the administration of unemployment benefit (UB),
The agency role of the CESEinvoives the issue of initial
claim forms to registrants, the administration of the work

test and liaison with DSS. DSS has overall responsibility

for UB administration including determination of

92

eligibility for UB and the payment of benefit to those
eligible.

Prior to the Review of Commonwealth Functions (RCF) claims
for unemployment benefit were issued by the CES and
fortnightly income statements were lodged at CES offices.
This arrangement ensured that UB beneficiaries continued to

be registered with the CES.

The RCF report of 1981 directed that the involvement of the
CES in collecting fortnightly Income Statements should
cease and that in future these were to be lodged at DSS
regional offices. This, in effect, took away the built-in
control of registration with the CES and necessitated the
development and implementation of alternative systems of

liaison and communication between the two Departments.

The liaison arrangements in force at the time of the audit
were introduced in August 1982; during the consultation
process with DSS, which preceded these new arrangements the
CES had indicated to DSS its willingness to provide details
of all lapses. DSS, however, rejected this offer and it
was generally accepted that the registration control would
be weakened. The subsequent audit by the Auditor General

verified this fact.

93



1.11

1,12

The following is this Department's response to the

specific matters raised by the Auditor-General.

Unemployment Benefit Administration

Audit examination disclosed that the administration. -
arrangements between the DSS and CES and the associated
procedures adopted at CES were inadequate to ensure that
all unemployment beneficiaries were registered for

employment with the CES.

Audit suggested that the arrangements and associated CES

procedures would be strengthened if:

all terminations of registration by CES offices were

advised to DS, and

DSS were to ensure that all individuals, whose UB is
restored or continued (following transfer to another DSS
office) were re-registered with CES with a recipient

providing evidence to the DSS of the re-registration.

The revised procedures, developed as a result of the joint

working party, which address these matters provide for:

.DSS to act on Claims for Unemployment Benefit only where
such forms have been endorsed by the CES (Refer Items

2.3012-4 of Attachment 1);
94

the CES to advise DSS of all placements and lapses ie

terminations of CES registration (Refer Items 2.3019~27);

DSS to advise the CES, by way of ADP output, of all
terminations, rejections and restorations. This will enable
the CES to maintain a more accurate record of job-seekers

seeking enployment assistance (Refer Items 2.3033-40);

beneficiaries, who change their address, to have their
fortnightly UB Income Statement endorsed by the CES. This
will also enable the CES to maintain accurate address
records thereby reducing the incidence of the CES being

unable to contact job-seekers (Refer Items 2.3041-4).

Work Test Procedures

The Work Test is the process of determining whether persons
who claim or receive unemployment. benefits are willing and
able to undertake suitable work and take reascnable steps
to obtain such work. The Auditor-General described the CES

role in administering the work test as:

registering UB claimants for unemployment (sic):

seeking suitable work for them; and

reporting on whether claimants are willing and able to

accept an offer of suitable work.
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1.16

1.17

Any breach of, or failure to satisfy, the Work Test is to

be reported by the CES to DSS.

The Audit found:

instances where, following the failure of a job-seeker
to respond to a specific offer of enployment via a courier

message, no further action was taken;

the Work Test could not be applied to all persons

because not all recipients were registered with the CES;

Work Test guidelines had not been revised to enable.
equitable and general application of the Work Test to all
UB claimants to determine whether they are prepared to

accept an offer of suitable work.

The Department's response to these matters, respectively is

as follows:

DSS offices varied in their acceptance of such advice

£rom the CES, on failures of job-seekers to respond to such
an offer of employment, and as a conseguence this led to
inconsistent application of the procedures by the CES;
procedures for the application of the Work Test have since

been reinforced with CES staff.
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the revised procedures are expected to result in virtually
all UB recipients being registered with the CES (refer

Items 2.3012~4 of Attachment l).

the current Work Test provides for reports to be made by
CES offices to DSS when it appears that a breach of the
Work Test guidelines has been made. As such the system
examines work motivation of individuals in the course of
their job search as they come into contact with CES staff.
A failure of the Works Test is a failure by an individual
to meet predetermined criteria when faced with a particular
set of circumstances arising naturally during his/her job
search. It is not seen as desirable to generate artificial
circumstances against which to test the work motivation of
individuals. The Department believes that the current
interpretation of the Work Test which is the product of
some years of refinement provides a coverage which is
sufficiently equitable and general to withstand the closest
scrutiny. The Department does not believe that there is
general community dissatisfaction with the application of
the Work Test and believes that a general review of the
Work Test guidelines is currently neither desirable nor

appropriate.
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Review of Assistance to Registered Job-seekers

1.19

In addition to the normal CES services provided to
registered job-seekers, there are prescribed procedures to
review the requirements of registered job-seekers at
regular intervals. The procedures also provide for

identification of job-seekers who no longer require CES

assistance.

The audit noted instances where there was no regular review
conducted and inconsistencies in interpretation of the

instructions.

The- Department had independently recognised the
inadequacies. of these procedures and in April 1983 had
begun a review which resulted in the issue in August 1983
of revised procedures{refer Attachment 2). The procedures
rectified the deficiencies noted by the Audit and generally

improved the service offered to CES clients.

In addition, as mentioned above, at paragraph 1.14, the new
CES/DSS liaison arrangements to commence 1 August, 1984
provide for DSS to advise the CES, by way of ADP output, of
all UB terminations, rejections and restorations. This

will further enable the CES to maintain accurate records of

job~seekers seeking employment assistance.
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Job-~geeker Cards

O e R

1.23

1.25

The Audit noted that the recording of information on
job-seeker cards was not always adequate and that there
were instances where cards lacked evidence that the
prescribed procedures relating to recording had been

implemented.

The Department acknowledges the validity of the audit
findings. However, corrective action was undertaken
independently in August 1983 when revised procedures,
designed to rectify such deficiencies, were issued.

Refer Attachment 2.

Liaison with Department of Social Security

The audit noted inconsistencies in information forwarded to
the DSS by CES offices in relation to the termination of
registration for employment. At a number of CES offices,
DSS was advised only in respect of those terminations of
registration for employment as agreed upon when. the liaison
procedures were revised in August 1982, while other CES

of fices provided additional categories. Additionally, Audit
noted there was no positive means of ensuring that all
advices to DSS had been despatched to, and received by, the

pss Regional Office.
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1.26 The Department does not consider that there was any real 1.29 The Department believes that the revised procedures

3
3
}

outlined at paragraph l.l4 and detailed in Attachment 1

inconsistency, as all offices were providing information
required by the existing instructions. Where additional
information had been provided this was a local arrangement
consistent with CES willingness to provide additional
information to DSS but, as a normal rule, this additional

information was not required by DSS.

The revised procedures regarding UB administration address
these matters by requiring the CES to advise DSS of all
placements, and lapses of job-seeker records, through the
use of a prescribed form. Refer Items 2.3019-27 of
Attachment l.Furthermore, through the provision of
termination, rejection, and restoration lists by DSS to the
CES, checks on action taken by DSS in response to CES

advice can be made.

Re-registration of Job-seekers

The Audit disclosed that job-seekers, whose registration
for employment may have been terminated by the CES, may be
restored or continue to receive UB from DSS without
re-registering with the CES. Audit suggested that the
Department should consult with DSS to develop more
effective arrangements and procedures to ensure that

recipients of UB are registered with CES.
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satisfactorily resolve this matter.

General Conclusion

The Department is satisfied that the revised procedures are
suitable and that they address the "unsatisfactory matters”
raised by the Audit, where appropriate. As indicated, some
matters had already been identified by the Department and

corrective measures taken in August 1983.
In recognition of the importance of the matter of liaison
arrangements between the CES and DSS, in respect to UB

administration, the revised procedures will be reviewed by

both Departments after 3 months operation.

10 SEPTEMBER 1984
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DEPARTMENT OF EMPLOYMENYT AND INDUSYRIAL RELATIONS

Copies of the following documents may be found on Joint Committee
of Public Accounts File 1984/4, Part B.

. Attachment L - Unemployment Benefit, Volume 2, Section 30.

. Attachment 2 - Review of Assistance to Registered
Job Seekers, Vvolume 2, Section 7, Re~issued A No 19,
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JOINT COMMITTEE OF PUBLIC ACCOUNTS
Inguiry into the Auditor-General's Report, March 1984 Relating to
the Public Sector Training - Salary Payments and Unemployment,
Sickness and Special Benefits Submission by the Depattment of
Employment and Industrial Relations

Unemployment Sickness and Special Benefits {para 17.1)

2. Introductory Comments

This response is directed to the items referenced by the
Secretary to the Committee in a memorandum to DEIR dated 21 June
1985 ie the results of the revised liaison procedures with DSS
including dates of implementation and review.

3. Background

3.1 Paragraph 1.4 of the Department's submission dated September
1974 refers to a joint DEIR/DSS Review Group. This group
(working party) had agreed to new procedures for implementation
by 1 August 1984. DSS were unable to meet this date and there
was, thus, a delay.

3.2 pParagraph 1.31 of the submission stated that a review of the
procedures would occur after 3 months.

3.3 Trials of the revised liaison arrangements arising from the
joint Commonwealth Employment Service/Department of Social
Security working party report were introduced in Boronia CES and
DSs offices in Victoria in October 1984 and Southport, Mermaid
Beach, Surfers Paradise CES and Southport DSS offices in
Queensland in November 1984.

3.4 The trials were originally to run for a period of three (3)
months however, due to initial difficulties with the Queensland
trial, this was extended to a 31 May 1985 completion date.

4. Current Progress

4.1 The results of the trials are under assessment currently by
the Department of Social Security against the Trial Terms of
Reference set down below.

4.2 Determine effectiveness of revised registration procedures
in ensuring that unemployment beneficiaries are actively seeking
work.

4.3 Establish the cost of the revised procedures in terms of
staff resources vis-a-vis savings resulting from the review of
benefit entitlement following CES advice. Duration of the pilot
is to be sufficient to adequately establish these factors.

4.4 Determine the methodology required to measure the

effectiveness of revised procedures in pilot offices, as required
by paragraph 4.3.
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4.5 Consider the national introduction of revised placement
advices (forms 2.1.4 and 2.1.339) to all Department of Social
Security offices prior to the completion of the pilot study. The
possible introduction of these advices to be determined by the
measurement of the impact on staff resources in pilot offices.

4.6 The Department of Social Security have advised that results
of the trials should be available within the near future enabling
decisions to be made on the national application of the liaison
arrangements.

4.7 Exchange of computer generated information between CES and
DSS to facilitate the required level of liaison is an option
currently receiving consideration. For reasons of systems
compatibility, size of data base and volume of transactions, a
computer-based solution is, by its very nature, a longer term
rather than an immediate answer.

31 July 1985
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8.3 Public Sector Training - Salary Payments

2.1
considers that the Finance Regulations place the basic
responsibility for the payment and correct charging of
trainees’ salaries with participating departments.
the Department agreed to review procedures with the aim of
the Auditor-General.

2.2

As reported in the Auditor-General's Report, the Department

However,

strengthening various controls along the lines suggested by

The following actions have been taken as a result of the

Auditor-Generals Report:

(e)

(a) all participating departments were supplied with
printouts from the Department of Finance (DOF) which
indicated persons being paid under this Department’'s
appropriation codes as at 22 February 1984.
Departments were requested to review those printouts
to ensure that only current trainees remained as a
charge against this Department's codes;,

(b) at this Department's request, DOF has amended its
computer system to produce bimonthly printouts of
trainees for each participating department in the
future

- the first printout will be issued to departments
following the pay day of 20 September 1984 and
then following the last pay day in each second
month;

- departments are to be reguested to check these
printouts against their records to ensure that
only legitimate trainee payments are being charged
to this Department's appropriation codes:

- copies of printouts will also be provided to
Regional Offices of this Department for
reconciling with trainee records. Thig task has
been allocated to Regional Offices rather than CES
Offices as investigation has shown that the
majority of payments, outside the agreed training
period are merely payments due to ex-participants
which could not be made during the period of work
experience (for example, National Wage Case
rises);

(c) the possibility of inserting an automatic cut-off-date
for each trainee's salary was canvassed with DOF who
advised that the present system will not accommodate
such a requirement. DOF was also requested to
investigate the feasibility of amending the system to
include this facility in the future, however DOF has
advised that current resources do not permit
consideration of the task except in a long term
context, 106

13

the CES has received advice from the Attorney-~
General's Department which indicates that the current
training agreement form, revised as suggested by the
Auditor~General, cannot be used in respect of labour
force programs where the employer is another
Commonwealth department. As a result, a new form
which merely formalises the arrangement between the
CES and participating departments is being prepared.
This form will incorporate procedures which will
require the identification of a participant who is to
be paid through the DOF Salary System; and

the CES Instruction Manual segment which covers
Government employment is to be revised to reflect the
changed procedures.

10 SEPTEMBER 1984
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JOINT COMMITTEE OF PUBLIC ACCOUNTS
Inquiry into the Auditor-General 's Report, March 1984 Relating to
the Public Sector Training - Salary Payments and Unemployment,
Sickness and Special Benefits sSubmission by the Department of
Employment and Industrial Relations.

Public Sector Training - Salary Payments (Item 8.3)

1 Introductory Comments

1.1 This response is directed to three main issues raised by the
Secretary to the Committee in a memorandum to DEIR dated 21 June
1985. Those issues, relating to item 8.3 of the Report, were
whethers

. all participating departments have printouts from the
Department of Finance to ensure that only current trainees
remain as a charge against the Department;

departments have been checking Department of Finance
bimonthly printouts of trainees for each participating
department to ensure that only legitimate trainee payments
are being charged to the Departments' appropriation codes;

the CES Instruction Manual segment which covers Government
employment has been revised to reflect the changed
procedures.

1.2 The report of action taken to lessen the incidence of
incorrect use of DEIR appropriation codes is made in terms of
these three points.

2. Background

2.1 The Department of Employment and Industrial Relations (DEIR)
administers a range of manpower training programs that provide
temporary employment opportunities for eligible trainees in
Commonwealth Departments and Instrumentalities. Trainees are
paid normal award rates and the full cost is met from
appropriations of the DEIR.

2.2 The Auditor-General's Report of March 1984 referred to
deficiencies in controls over the charging of trainee salary
payments to these appropriations. In general, the problem arises
when a public sector trainee completes his subsidised period of
employment but is successful in obtaining a further period of
temporary or permanent employment with the participating
Department. In some cases the latter Department continues to
charge the salary cost to the DEIR appropriation rather than use
the correct appropriation. It is emphasised that the problem is
not substantially a matter of overpayment but the use of
incorrect appropriation codes. While the use of the correct
appropriation code is primarily the responsibility of the
Department authorising salary payments DEIR accepts that it
should take steps to ensure that charges made against its
appropriations are correct.
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Detailed Comment

3. Circulation of Printouts to Participating Departments

The Department of Finance (DOF) is i i
5 . a . now producing bimont
grlngouts wh;;h are distributed to DEIR at the gtate angLy
er;ltory Office level and to participating Departments, enabling
;:gbfgﬁst3‘sﬁ ?;de on furrent trainees. There are still some
: i e regularity an imi i i
being puresen. g Y d timing of printouts, which are

4. Checking of Printouts

concerned has been notified and encouraged to improve their
chegkzng procedures. At the same time where errors have occurred
action has been taken to transfer the funds into the correct
appropriation code. A recent survey of the procedures indicates
h9wever, that some DEIR State and Territory Offices need to ’
tighten their arrangements for the future.

5. Changes to CES Manual

5.1 DEIR in its comments on the Audi

5.1 itor-General's Report

1nd1catgd that new procedures, including the developiﬁg of

2§g§g€§1ate fztmi would be introduced with the objective of
ing control over the charging of salari e

appropristiontrol ¢ ging alaries to the correct

in general. Given the ran i
© . ven ge and complexity of the chan es und
consideration, it is considered that changes to the arrgngemeni;

a total package of changes to be assimilated i
by Offices of the
Commonwealth Employment Service (OCES n i
. Th
are relevant to this preference: ) ¢ folioving factors

. public sector training is a relativel i
is Y small element in
programs otbe; than Training for Aboriginals compared to
related training arrangements in the private sector;

. any changes to administrative arrangements s i
@anual ngeds to take into account tge comSle:Et;ugfl:h:he crs
;ns?ructlops under which OCES staff operate. Where possible
it is considered preferable for related instructions to be
1§sued as a package rather than piecemeal. Changes of this
E;ng ;grm:élyle§t§il staff training and are normally packaged
minimise i i
activitg of Droldise the disruption to the normal Placement
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. there was a strong possibility that publig sector training
would not continue in its present form, given the new Pr°9§§§
arrangements discussed as a resu}t of the gxrby Inqulry. o
Department's submission to the Miller Committee of Rev:.ewto
Aboriginal Employment and Training also prcposes changes
public sector training.

6. Summarz

i i isti ements
6.1 On balance it can be said that the exlstlpg arrange
give a greater degree of control than was.posSLble preylouséyéhe
but there are still problems associated with the checking o
printouts.

. ublic sector training is to continue then the format of
ghi pifnﬁout needs further development to facilitate the r:qg;red
checking and to lessen clerical worklgads. The developgen < em
new computer systems in DEIR, in particular the Job See egta{e
will allow the production of more appropriate reporgs byf fave
and Territory Offices and possibly also tbe Productlonfo
letters to participating Departments, notifying them o
approaching completion dates for trainees,

. eport of the Auditor-General on the deficiencies in the
goztrgges;szem received careful consideratign by DEIR and various
options were considered other than those which have been R
introduced. For example, DOF was requested to introduce a ble
automatic cessation date into its payment system but was “ngther
to accommodate this, given other problems and priorities. he
options which have been consider?d generally engall an ;ncreats
in workloads, which may lead to 1ngrgased gtafflng requ1reme:h .
In considering the appropriate adm;n;sgratlve arrangementsé tge
Department's view is that due recognition should be given ot he
position that the essential problem is not one of overpaymen
miscoding.

31 JULY 1985
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8.3 PUBLIC SECTOR TRAINING ~ SALARY PAYMENTS
BACKGROUND

l. In August 1982, a review of the ACT Payroll in respect
of departmental chargings to the Department of Employment
and Industrial Relations (DEIR) appropriations for NESA
and SYETP salary payments was conducted by this
Department's Canberra Regional Office. It followed the
discovery that the salary chargings for a number of
continuing payees previously employed under these schemes
were incorrectly being charged to the DEIR appropriations
after the elapse of the training period, instead of
against the employing departments? appropriations.

2. The DEIR was approached to validate the acT Payroll
salary chargings of current NESA and SYETP payees,
however, it advised that it was unable to do so as the
responsiblity lay with each department’s delegate for the
purposes of Finance Regulation S6aA (which requires the
tegular preparation of a statement of variations, and the
reasons therefore, in respect of the pay of officers of
the department concerned) . As noted in the
Auditor-General's Report, an australia wide investigation
was then conducted, in September 1982, through Finance
Regional Offices. fThe investigation revealed a number of
discrepancies which were subsequently rectified.

3. In December 1983, the DEIR approached Finance seeking
a listing from the Finance Pay System showing trainees
currently charged to NESA and SYETP appropriations and
provision of the information on a cyclical basis., The
listing of current payees was provided in March 1984 and
it was agreed to make program changes to the Pay System to
enable provision of the report on a regqular basis.

Because of other substantial work priorities, these
changes have yet to be completed but are expected to be
available within the next few months.

4. A further request dated 27 June 1984 has been received
from the DEIR seeking inclusion of a facility in the
Finance Pay System which will automatically cease salary
payments to trainees at the expiry of their training
period.
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COMMENT

i i d the
. The Department of Finance first discovere
2harging egro:s‘in respect of the DEIR‘t:ainess ggi 512§§
then it has endeavoured, within the means at its Spo! ’
to rectify the errors.

[ in B
. As mentioned earlier, program amendments are
groqtess to provide the report tequgsted by DEIR ogea
regular basis (the reqularity of which has yet to b
determined) which will effectively allow the DEIRt ;
monitor payments made through the Finance Pay S§s ei;rity
Provision of this facility has been given a high priority.

. DEIR's further request of 27 June 1984 for the
;evelfgment of a facility to automat;cally ceaseipagigsat
after their training period expires is not pragt ii‘ tions
this point of time. The programming resource imp. ci
of such a development a:e‘quite‘substant;al and,.gav ngd
regard to the limited nature of the application i wzg
gserve, could not be afforded h@gh priority relative
other demands in the area of Finance systems as
developments. The control over cessations of payeeséa__
for other variations to payroll»data'inythe Finance g
System, 1S an ntegral part of personnel Qanagement :q
systems controls. However, the abovementmqned reporl;ng
facility being developed through tbe‘?ay system shou.
facilitate management of the training schemes.

13 July 1984
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JOINT COMMITTEE OF PUBLIC ACCOUNTS INQUIRY INTO THE REPORT
OF THE AUDITOR-GENERAL - MARCH 1984

SUBMISSION BY THE. DEPARTMENT OF FINANCE
8.3 PUBLIC SECTOR TRAINING - SALARY PAYMENTS

BACKGROUND

In July, 1984 this Department provided a submission to
the Committeé which detailed the Department of Finance's
involvement in the detection and correction of incorrect
salary chargings to the Department of Employment and
Industrial Relations (DEIR) appropriations for Training
Programs for payments made through the Finance Pay
System. The submission stated that Pay System program
amendments were in progress which would enable the
provision of regular reports to allow the DEIR to monitor
payments charged to its Training Program appropriations.

COMMENT

Pay System program amendments to enable the provision
of regular reports of payees whose salaries are charged to
the Training Program appropriations were completed in
August 1984. -Following consultations with the DEIR it was
agreed to produce the reports bimonthly, and to distribute
copies to the DEIR's Regional Offices and to employing
departments. Production and distribution of the reports
was commenced in September 1984 and has continued on a
bimonthly basis since then. Instructions to departments
regarding the use of the reports were prepared by the DEIR

and distributed prior to the production of the initial
reports,

July 1985
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JOINT COMMITTEE OF PUBLIC ACCOUNTS INQUIRY INTO THE REPORT
OF THE AUDITOR-GENERAL - MARCH 1984
SUBMISSION BY THE DEPARTMENT OF FINANCE

9.1 TREASURY REMOTE INPUT/OUTPUT SYSTEM {TRIO)

DESCRIPTION OF TRIO SYSTEM

1.

The TRIO System provides the remote data collection
and output facilities of the Finance computer

network. The system utilizes the PDP~1l Terminal
Computers of the Regional Offices in each State
{Canberra, Brisbane, Sydney, Melbourne, Hobart,
Adelaide, Perth, and Darwin), and in Washington and
London; and the AMDAHL V8 Computer System located in
Canberra. Data is transferred between these systems:
within Australia via the leased telephone lines of the
Finance network; for Overseas via the Foreign Affairs
network; or in "back~up" mode via magnetic tape.

Initially the TRIO System facilities were used to
collect data for applications operating on the Bureau
of Statistics' CDC computers, replacing data
collection via Card Punch/Verifiers, Flexowriters,
ADDO-X machines {where remaining), and the ARLI System
{a mini-computer system to provide edited data for
input to the appropriation/Revenue Ledger then being
processed on the ABS computer). These applications
are now phased out, and the TRIO System collects data
and distributes output for the replacement
applications, operating on the Department's central
computer.

Batches of data are entered via Transdata, Decscope or
Facit Data Entry Sets (DES). fThe Transdata sets are
attached directly to the Data Collection system (DCS)
PDP 11 computer. The Decscope and Facit sets use a
different communication protocol from the Transdata
sets and are connected to the DCS via an intermediary
pata BEntry Processor {DEP} PDP 11 computer which acts
as a translator for information passing between the
Decscope set and the DCS. Basic edits are performed
within the DCS (eg numeric fields, check digits, etc)
and the DPO is given the opportunity to correct errors
detected, or to bypass them for later correction.

Accepted batches are transmitted to the Central
Computer where further processing occurs:
Reconciliation batches are processed as TRIO
transactions and are stored to the TRIO data base for
later extraction; other batches are processed
directly by programs of the appropriate system.
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TRIO is also responsible for the formatting and
writing of cheques; the automatic capture of chegue
issue dataj and generation of cash sheets on Form's
18 as appropriate. fThese processes are performed by
the PDP-}l terminal computer, ‘The source cheque data
may, be either the direct by-product of data collection
eg Ledger Transaction Type 1l or generated externally
and transmitted to TRIO via line or tape eg payroll
Prepayments., Batches of cheque issue data are
generated quring cheque printing. These batches are
included with normal input batches For transmission to
the centgal computer. Cash sheet and Form 18
information is printed by a subsequent process,

The following comments are provided in respect of the
;pecigic comments contained in the Auditor-General's
eport:

REVIEW OF TRIO CONSOLE LOGS

It is recognized that the console log i i

. g 1s an important
control_document showing chronologically the e "
processing events.

The review of the console log is now undertake i

n daily
by the ADP Services Manager who initiates
actions if necessary. sny foliowup

STATE IDSNTIFICATION CODES

The design of the TRIO system envisaged th

pr9c§551qg of data at locations otheg thanetg:ed for
originating Regional Office. 1In the past the actual
receipt of data from other States has been accepted as
an advice and authority to use that State's
identification code.

New procedures now require requests for i

processin
input data on behalf of other Regional Offices togbe
supported by formal authorization.

COMPUTER BACK-UP FACILITIES

Recently the back-up computer which was located within
the ADP area has been relocated within the Regional
Office Canberra. When the relocated equipment is
fully operational it will provide the Regional Office
with an effective and reliable back-up system. At
that stage the draft documentation on back-up
procedures will be finalized.
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11.

The Audit, Report also contained a number of
suggestions that should be considered during the
cucrent program for re-equipment of the Finance
computer network.

The first three suggestions that dealt with VDU. screen
formats, error displays, and keyboard layout were of
significant importance during the evaluation of
tenders and Audit suggestions will be implemented.

The final suggestion dealt with the poss;ble use of
encryption devices for data security. Although not
included initially in the new network, the Department
will consider the use of such devices at the time that
such security is deemed necessary.

The Report also contained a comment relating to the
check digit technique used in the TRIO system on
cheque numbers and a recommendation that a method to
detect transposition errors be introduced.

The system in use was detexmined by thg trad@ng @anks
in concert and the Department has no discretion in
this matter. However experience since the inceptlon
of TRIO supports the conclusion that the prescribed
manual checks applied are suffic@ent tO»proviqe.
adequate protection against possible transposition
errors.

The Department of Finance possible wigness is ‘
Mr R. Caldwell (Director, Finance Regional Office,
Canberra) .

13 July 1984
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OF THE AUDITOR-GENERAL - MARCH 1984
SUBMISSION BY THE DEPARTMENT OF FINANCE

9.2 CENTRALISED SYSTEM FOR RECONCILIATION OF DRAWING

ACCOUNTS

Description of the Drawing Account Reconciliation System

The present computerised system to assist in
reconciliation of Drawing Accounts was introduced by
this Department. (then part of Treasury) in 1974. The
system was designed to assist Permanent Heads (of
cheque issuing authorities operating under the Audit
Act) to meet their statutory obligations under the
Finance Regulations.

The reconcilation system master files are maintained
on the Finance central computer installation in
Canberra and are updated each day from cheque issue
data from users and cheque presentation data from the
Reserve Bank offices in Australia. Output is sent to
users each day in the form of hardcopy and microfiche.

The system maintains two master files; one provides
the reconciliation service for the "Northern® Region,
ie for cheque issuing authorities in NSW, QLD, TAS,
ACT and NT; and the other the "Southern” Region
covering VIC, SA and WA. In all there are 35 cheque
issuing authorities around Australia serviced by the
system. These cheque issuing authorities are under
the control of the Departments of Finance, Social
Security and Veterans' affairs and the Australian
Taxation Office.

The following comments are provided in respect of the
specific matters contained in the Auditor-General's
Report.

CONTROL WEAKNESS
Edit input/output checks

Negotiations with the Reserve Bank concerning the
provision of transaction count details have been
concluded and both branches of the Bank are now
providing this information.

The RECOEDIT program has been amended to produce
control information which reports on transactions
generated by the program itself and which permits
reconciliation with data extracted from the TRIO
system.



Absence of control totals

We have agreed to review the UPDATE program but the
unavailabglity of programming resources has not made
it possible to do so at this stage.

Age of the system

Work has commenced on a review of program
documentation and is still continuing, however, the
timing of its completion is dependent upon the
availability of programming resources.

The Department of Finance possible witness is
Mr W. grophy (Director, Applications, ADP Branch,
Canberra)l .

13 July 1984
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HB ASSISTANCE soo tonsr
BUREAU e
DEPARTMENT OF FOREIGN AFFAIRS
ACTION OFFICER
REFERENCE
2 AUG 1984

The Secretary,

Joint Parliamentary Committee
of Public Accounts,

Parliament House,

CANBERRA ACT 2600

REPORT OF THE AUDITOR~GENERAL ~ MARCH 1984
(Your memorandum 1984/4 of 17 June 1

I refer to your memorandum concerning a request from
the Public Accounts Committee for a detailed submission from
this Bureau concerning paragraphs 10.4 and 10.5 of the
Auditor-General's report.

The Australian Development Assistance Buresu has
been requested to reply to two issues - administration of
emergency, humanitarian and disaster relfef, and execution of
a dessicated coconut factory aid project in Tonga. The
Bureau will provide a submission on each subject.

I am pleased to forward now for consideration a
submission which covers emergency humanitarian assistance and
disaster relief. A separate submission on the Tonga aid
project will be forwarded to you as soon as possible.

Mr Hayden has written to Senator Georges about the
attached submission, noting that policy is currently under
review and proposing that ADAB inform the Committee, in due
course, of the Government's policy decisions and of relevant
guidelines and procedures to implement them, I would be
grateful if you could inform me whether this is acceptable to

the Committee.
7

(L. Corkery)
First Assistant Secretary
Policy, Training & Organisations pivision

THE OVERSEAS AID UNIT OF THiggPARYMENT OF FOREIGN AFFAIRS



JOINT COMMITTEE OF PUBLIC ACCOUNTS

INQUIRY INTO THE AUDITOR-GENERAL'S REPORT -~ MARCH 1984

Submission by the Australian bevelopment Assistance Bureau
CADAB)

Emergency Humanitarian Assistance and Disaster Relief

1. The examination conducted by the Auditor-~General's
office was based on an sudit of papers conducted during
1982. The discussion in the report relates to findings at
that time, supplemented by drawing on comments from the
Australjan Development Assistance Bureau which covered both
the past situation and changes made since 1982, A further
updating is provided in this submission.

2. The Auditor-General has found that although remedial
action so far proposed by the Bureau should improve the
administration of emergency humanitarian assistance and
disaster relief, the administration and management of aid
projects of this type would be further improved by the
development of and adherence to clear guidelines and
procedures covering evaluation, documentation and monitoring
of aid assistance proposals.

3. The Bureau agrees in principle with the Auditor-
General that the establishment of guidelines and procedures
should help the management of emergency and humanitarian aid
overseas., However, since publication of the Auditor-
General's report the Minister for Foreign Affairs has already
agreed to ADAB's undertaking preparation (foreshadowed in the
Auditor-General's report) of a statement on emergency
humanpitarian and disaster responses perhaps amplifying past
aid philosophy in this field. The Bureau considers that the
policy content of such a statement would be fundamental to
establishing guidelines and procedures.

&4, In this context the Bureau will report to the
Minister at the same time on relevant policy considerations
mentioned in the report of .the Committee to Review the
Overseas Aid Program, chaired by Sir Gordon Jackson. The
report was tabled in Parliament on 7 June 1984 for public
discussion during the next 12 months. Mr Hayden informed
Partiament that the Government would aim to implement
progressively matters arising in the Aid Review Report,

5. The Aid Review report may be summarized as
concluding that aid to refugees and the victims of disasters
is ctearly an important component of any aid program; that
the aid program should retain flexibility to respond to
emergency situations and that for refugees, humanitarian
assistance and sustained diplomatic activity are Llikely to be
necessary for some time to come The report covers some
specific aspects of refugee and disaster assistance and also
recommends a more professjonal style of management of special
programs such as international agencies (used as channels for
refagee and disaster aid) and disaster relief operations i.e.
on-going assessments and monitoring of individual agencies
and programs, and appraisal and evaluation.
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6. The Aid Review Committee also made broader
conclusions about aid management and administration covering
the entire aid field, of which emergency and humanitarian
assistance is an integral part. The Bureau is currently
examining these wider conclusions and their retationship to
specific forms of aid. 1In the Light of public discussion
which is already being initiated the Bureau will make
recommendations to the Government on both policy and
management, including possible guidelines and procedures for
emergency humanitarian and disaster assistance.

7. Meanwhile, since the audit, the Bureau's ability to
improve evaluation, documentation and monitoring of emergency
relief in the South~West Pacific has been upgraded by
decisions taken by the Ministers for Foreign Affairs and
bDefence under which the Natural dDisasters Organisation,
Department of Defence, has become the Bureau's managing agent
for the planning and provision of material and services for
emergency relief, initially in the South-West Pacific. The
Bureau has also tentatively reached agreement with a non-
governmental organisation, the Australian Overseas Disaster
Response Organisatjon, on arrangements for AODRO's role as a
channel for official aid in some circumstances, including in
co~operation with the Natural Disasters Organisation. The
Bureau has also established a data base of past levels of
assistance to refugee, humanitarian and disaster situations
to assist future planning.

8. Progress on emergency humanitarian and disaster
relief policy and consequent guidelines and procedures will
depend to some extent on staffing in the Bureau. Attention
has already been drawn 35n the Audit report to staffing
problems which the Bureau has faced in the past and which
have affected its administrative abitity. These problems
continue but will be addressed in the Bureau's
recommendations. on the conclusions of the Aid Review
Committee and on policy-related conclusions to be drawn from
its review of emergency humanitarian and disaster relijef
responses.

31 July 1984
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JOINT COMMITTEE OF PU
BLIC ACCOUNTS 4, In this case, tke Bureau did not adeaquately purs:c * ¢

requirement for feasibility studies and appraisals to assess

Inquiry into the Auditor-General's Report, Ma
20ge port, March 1984 the capabilities of locat instrumentalities to undertake

Submission by the Australian Develo i
pment Assistanc ur p < 3
e Bureay project tasks. This represented a failure to adhere to

standards prevailing at the time within the Bureau, Since
The Joint Parliamentary Committee of Public Accounts
Aee then, the Bureau has revised a Bilateral Programs Operations
has reguested a detailed submission on matt i i
) ers raised in the
Manual to help ensure that established procedures are followed.
Auditor-General's March 1984 Report concerning the construction

of a desiccated coconut factory in Tonga under the Australian s It should be emphasised, however, that the problems of
. , ,

aid program. accurately estimating costs for projects undertaken in the
developing countries of the South Pacific will persist. As a
?- Matters raised in the Auditor-General's report result of their remoteness, which results in shortages and
1ncl?dfd both ?ruad administrative issues as well as jssues delays in the availability of materials and labour skills that
specific to this particular project. would be taken for granted in Australia, costs are inherently
difficult to estimate.

Project Selection and approval

Project Approval
Feasibility Study
6. The Auditor-General's report criticised the Bureau's
3. The report noted that the Consultants' feasibility
failure to apprise the minister fully of the economic analyses
study concentrated on the ability of the Tongan authorities to
provided by the bepartment of Finance and the Bureau's own
operate the factory after construction and placed insufficient
. Appraisals and Evaluations Section.
emphasis on assessing their capacity to construct the factory
or the logistical problems involved., These factors contributed
7. It has never been Bureau practice to ignore
to the cost escalation.
unfavourable economic assessments including comments by the
bepartment of Finance. In this instance, however, only the
assessment of the Department of Finance that the project was

marginally economic was presented to the Minister. The vievw of
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the Bureau's Appraisal and Evaluation Section that the project
was not economijcally viable if the opportunity cost of foregone
copra production were to be considered should also have been
passed to the Minister for his consideration. This was a
failure to adhere to Bureau procedures and does not represent
Bureau practice then or now. In accordance with practice since
1982, directions given by the Minister and more recent
discussions between the Bureau and the bepartments of Finance
and Treasury, cost-benefit analysis has been given increasing

emphasis.

Project Design

8. The Auditor-General's report noted that the Appraisals
and Evaluations Section recommendation for the inclusion of a
technically qualified Australian Government represantative in
the Project Management Group was not followed. This did not
represent a departure from established procedures. If it is
anticipated that the technical complexity of a project warrants
it, the Bureau will engage independent technical advisers,
usually from Commonwealth technical departments and agencies,
to provide advice on the designs prepared by consultants. The
necessity of this step must be carefully weighed against the
additional costs involved, Despite the Appraisals and
Evaluation advice, it was the judgement of the Bureau that, on
balance, the additional cost of independent technical advisers

was not justified in this case. Quarterly progress reports
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provided to the Bureau by the consultants, did not highlight
probléems of a kind which would have called for independent

technical advice.

Project Review and Evaluation

9. Although the consultants met the Bureau's requirement
to provide progress reports, the .independent Technical Review
Committee appointed by the Bureau to investigate the fajlure of
the factory did not consider that the problenms which occurred
during the commissioning trials could have been anticipated
from these reports. Therefore, while provision existed for
project reviews in the Memorandum of Understanding with the
Tongan Government and the contract with the consultants, there

was no strong indication for such 2 reguirement.

10. The possible extent of the consultants failure to
design and construct a functional factory is indicated by the
nature of the refurbishment/rectification program being carried
out at an estimated cost of $1.5 million. The Bureau is
currently waiting on advice from the Director of Legal Services

on whether to take legal action against the consultants.

11. ADAB had no technical capacity of its own to monitor
the construction program. The fact that there was (and still
is) no aid officer based in Tonga undoubtedly contributed to

the failure of the Bureau to detect defects in the project.

125



The basing of an ADAB officer in Tonga is under study, but it
must be considered in the context of many competing bids fopr .,

staff resources within the Bureau. <

12. A Pacific Regional Team has been established which
should be fully operational by about September 1984. It js,.
intended, inter alia, to help overcome deficiencies .in .. ,.
monitoring., The Team comprises professional people who will
assist as réquired with the monitoring of on-going projects in
the Pacific, in particular in areas requiring technicat
expertise. The Team includes an engineer and will make random

checks of projects in progress and report to the Bureau.

Contract with Consultants

13. Since the comptetion of the factory, procedures have
been formalised to ensure closer monitoring of .expenditure
against the financial Llimitations on contracts. Consultants
are required to use a standardised statement of certification
in financial reporting., The responsibilities of authorised
officer detegations in accordance with Finance Regulation 56

have again been emphasised in the Bureau's operating procedures.

fonclusion

14. At the stage of presenting the project for approval
there were serious deficiencies on ADAB's part. These should

not have occurred then, and we believe that they are unlikely
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to otcur again. ODeficiencies on the part of other parties will
now be subject to closer control as a result of the enhanced

menitoring capacity provided by the Regional Team.

15. With hindsight it sppears that the problems at the
design stage could have been prevented if an independent
Technical Review Committee had been appointed. However
judgements will always be required to weigh risks and costs in
these matters. As a result of the coconut factory experience
judgements are likely to err more on the side of incurring

unnecessary expense than in the past.

16. More effective monitoring of project implementation
woutd have enabled the unsatisfactory nature of project design
to have been detected earlier. However, this could not
reasonably have been expected without an ADAB officer stationed
in Tonga or the availability of a technically competent

person. The Pacific Regional Team should improve the Bureau's
monitoring capacity in Tonga although it would also be

desirable to establish an ADAB position in Tonga.

2 SEPTEMBER 1984
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Submission to the Joint Parliamentar Committee of Public Accounts
. u Réport of the IuB)tor-General, March 1984
tem 11.1 National BVological Standards Laborafory; Oepartment of Health

Objectives and Development of Standards

The audit report states that the [LEN] j fona’
. . Jor objective of the
?;lg,!:g;ﬁ:]}Eségggﬂrdsrrl;aboratory (NBSL) is to develop standards fo:latmnal
s. e concept of the role ibiliti
NBSL has developed beyond' thig. and responsibilities of the

The objectives and functional activities
o e n of the laborato
periodically reviewed by the Director-General of Health and appr;;gda;e
the Minister for Health. These are stated below. Y

The National 8iolegical Standards Laborat
. The : ory has the

;ﬁsgonsflblhty, together with the Therapeutics Oivis{on, for ensuring
us: ;geea‘?g?]:gg:c?wﬁ tger??euti% goods for both human and veterinary

s . A Australia. The main functions are assisting i
:g:zz:?tf:;gnsgﬁv;:l;:;ageutlc goods regulatory policy and the provis?orlrna;he

1a connection wi

therapeutic goade oy with government controls over

(a) testing samples for compliance with standards;
(b) evaluating protocols of the chemistry, microbiology,

manufacturers’ quality control, pac i i
Therapeutie aaomes » packaging and tabelling of

(c) developing new and improved standards;
{d) inspecting plants manufacturing therapeutic goods ;
(e} providing advisory and consuitati i
Tanufage ooy suitative services to departments and

The Department of Health perceives th
LT t e laboratory as
ungermnmng a national system for the regulation of the guah'ty and
safety of therapeutic goods in collaboration with State authorities.

. The provision of standards for oods and t ti
compliance with thosg specifications hasgtraditiona?]eytggg;nghgov;etgggr
used to regulate the)r.' quality. This was the situation when the
laborag:pry was‘estal}hshed in 1958, Following the Kefauver Enquiry into
tne_p@armaceutum! industry in the USA and the thalidomide tragedyy two
adduwna] mechanisms were introduced into the regulatory process ’ These
x:;sf‘;gg 1?spegt10n‘of manufacturer's for compliance with a Code <;f Good
merdpeu:?cngm;:'ctrces and. a much mare searching evalugtion of new

-2-

In any case, it has became clear that there are a number of
practical drawbacks 1n relying entirely an the standards mechanism. To
be effective, standards. should be available for all products on the
warket at. all times. It should be possible to modify standards quickly
when the need arises and there should be jnternational congruence af
standards so as not uanecessarily to interfere with the free flow of
goods in international commerce.

These conditions have never been achieved in any cauntry and
they are never likely to be achieved in Australia, Oepending upon the
class of product, the proportion with standards varies from 75 per cent
to 30 per cent. There are thousands of products for which statutory

specifications are not available.

Nor has it been necessary to inform the Commonwealth that a new
product is to be introduced to the market unless that product contains a
new drug substance and is imported. [nformation concerning the number
and types of certain categories of therapeutic goods is very patchy.
Without such a notification system the provision of standards for all
goods is a virtually impossible aim.

The main sources of standards are international compendia like
the British Pharmacopoeia (BP), United States Pharmacopoeia (USP),
European Pharmacopoeia (EP), etc, but there is an appreciable time lag
between the marketing of new remedies and the publication of statutory

standards.

While the most therapeutically effective products are given a
nigh priority in preparing standards, products of minor therapeutic
importance, which are nevertheless sold in large numbers, frequently lack
standards. This is often the case for non-prescription
(i.e. ’over-the-counter' or ‘0TC') products upon which large sums are
expended by the public.

The NBSL is attempting to increase the protection afforded by
standards by the development of general standards for classes of goods
such as all tablets and capsules, or all injections or veterinary avian
vaccines and the {ike. While not as effective as a standard for a
specific product, these would provide a coarse Filter, to catch seriously
deficient products. The generality of such standards and the need to
avoid arbitrary interference in international commerce tends to make them
a lawer common denominator of pharmacopoeial practice and particularly
difficult to prepare. Resources for this work have been lacking for some

years,

Since approval has been granted for the legal drafting of
standards within the Health Department, some 17 standards have been
prepared. Eleven now have statutory status and another seven are
virtually ready for Ministerial approval {see Appendix A).
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The process of preparing standards is time-consuming, very
expensive and is made more, difficult by the absence of a research-based
pharmaceutical industry in Australia. When standards are avaitable, they
are conducive to higher quality and more unjform goods but the standard
mechanism is inadequate by itself For t
and safety. These cansiderations led to the development of a variety of
different approaches to this end described above.

Hhile there have been several amendments to the Therapeutic
Goods Act to make it more efficient, it does not form a sufficient basis
for regulatory activities because of the limited. range of powers provided
in the Act. Since the drafting of the Act Changes in the perception of
Constitutional powers would now permit alternative administrative
mechanisms to. be. provided.

The most effective power available to the Health Oepartment is
the discretion provided in the National Health Act for the Minister to
refuse to list low quality goods as Pharmaceutical Benefits.

Register of Therapeutic Goods

More information about the goods sold in Australia will be
available when the Register of Therapeutic Goods is completed, A
data-base has. been prepared, information is being sought from
manufacturers and it is hoped to have the register completed during the

first half of 1985,

Testing of Therapeutic Goods'

In general, products listed. as Pharmaceutical Benefits are
accorded a high priority for testing. Antibiotic products are tested at
least once a year. The frequency of testing of other Benefit jtems, varies
from once a year to once every four years depending upon available
resources, the therapeutic importance of tne product, its cost to the
Commonweaith and indications of a need to test the goods. Such
indications are derived from complaints, reports in the Titerature and
observations by inspectors of manufacturing practices in particular

companies,

Delays in obtaining samples for testing have decreased siace the
Audit report. Recruitment of an officer for sample collection has begun
in the Melbourne Office but in Sydney the position. has not yet been
advertised. There is opposition by Departmenta) pharmacists to sample
collection being carried out 8y nan-professignals.

A new and very effective packaging system has been evolved for
collection of official samples. Pilat runs have shown that this will
reduce the delays. The scheme begins fully 1n duty.
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Veterinary Antibiotic Products
= T YOducts

The quality of veterinary antibiotic products continues aboyt
the same as reported. There is no effective action available to the
Conmunwe’a]thrunder the present Act, in the case of pharmaceuticai
products. Propasals were made to the States to establish a national
system for the reguiation of the quality of therapeutic 900ds.  Although
one State supported the proposal, the majority did not. State
Departments of Agriculture have been informed of the situation.

T

" Since c{re report was made, the New South Wales Department of
Healtl] has recruited two additional inspectors with industrial
experience. These have other duties as well as inspections of
manufacturers,

. Thg Vict:grian Government has prepared a Therapeutic Goods and
Cosmgncs 81]1 which will require manufacturers of therapeutic goods to
be licenced in that State. It is expected to become effectiye near the
end of this year.

Hastes

Writteq instructions for the disposal of wastes have been
Pprepared by the 'NBSL Safety Committee and practices are now uniform
throughout the laboratories. The disposal of wastes was previously
carried out in a satisfactory manner but not recorded.

Audit Conclusions
~01 Lonclusions

. Thesg‘ are not d?sputed. In general, the laboratory's staff has
remained static despite increasing responsibilities resulting from
technologlca] advances, increases in growth of the community and jts
expectations of consumer protection,

. Recruitment of scieatific and technical staff to the Public
Serw:e_ls slower than the recruitment of clerica) staff because a higher
proportion are recruited from outside the Service. In recognition of the
la.boratory',s staff problems, 15 ney positions were provided by the
De{:artmeng: of Health in October 1983, Since then 60 recruitment actions
were initiated resulting in 32 staff being recruited. In the same perigd
26 staff were lost, resulting in the npet gain of 6 officers.

The reasons for the Tosses were:

Retirement (2)
Resignatign (7)

Temporary Transfer (8)

Transfer {2)

Medical redeploymeat {1}

Transfer under mobility provision (1)
Promotion (2)

Long term Sick/Maternity Leave (3)

Under the staff ceiling system previously utilised, this would
have resulted in a loss of 9 positions,
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The delegation by the Public Service Board to the Oe ‘
i ) artment of
Healtn of the authority £o recruit to base-grade positions hag reduced
the period taken to recruit such staff and expedited the day-to-day ‘
operations of the laboratories significantly,

17 JuLY 1984
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APPENDIX A

Standards Published Prior to NBSL Receiving Approval to Legally Oraft

Therapeutic Goods

Order No.
1. Oigoxin Tabiets 1975
2. Digoxin Tablets {Amendment to TGO No, 1) 1976

Standards Published by NOSL After Receiving Approval to Legally Draft
3. Child Resistant Containers 1980
4, Modification to BP Monograph for Potassium Chioride 1981
5. Modification to 8P Monograph for Strong Potassium

Chloride Solution 1981
6. Modification to BP Monograph for Sode Lime 1981
7. Madification to TGO No. 3 - Child Resistant Containers 1982
8. Standards adopted from the British Pharmaceutical
Codex 1973 1982
9. Standard for Brucella Abortus Rose-Bengal Antigen 1984
10. Standard for Brucella Abortus Milk Ring. Test Antigen 1984
11, Standard for Sterile Therapeutic Goods 1984
12. Standard for Sterility of Intramammary Injections 1984
13. Standards adopted from the British Pharmacopoeia
{Veterinary) 1977 and the British Veterinary Codex
1965, Supplement 1970 1984
Standards Awaiting Signature by the Minister
14. General Standard for Metered-Dose Aercsals for Oral
Inhalation 1984
Standards about to go to the Minister f[)r Signature (within next few days)
15. Standard for Stainless Steel Sutures 1984
16. Standard for Absorbable Sutures 1984
17. Standard for Non-Absorbable Sutures 1984
Standards to Minister in Near Future (i.e. within two months)
18, Child Resistant Containers - Additions to Schedules 1984
19. Standard for Infectious Laryngotracheitis Vaccine
Live Virus 1984
1984

20. Standard for Diagnostic Goods of Human Origin

13 JuLY 1984
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STATUS_OF STANDARDS

S s

Published Therapeutic Goods_Orders

10

11
12

13

14

15
16

Title

Digoxin Tablets

Digoxin Tablets {amendment to 60 1)
Child Resistant Containers
Moqifications to the Monographs of the
gritish Pharmacopoeia for Potassium
Chloride

Moqifications to the Monographs of the
British Pharmacopoeia for Strong
potassium Chloride

Moqifications to the Monographs of the
British Pharmacopoeia for Soda Lime
(printed in one document)}

Amendment £o Therapeutic Goods Order
No. 3. Child Resistant Containers

Standards Adopted from the British
Pharmaceutical Codex 1973

Standard for B, abortus Rose-Bengal
Antigen

Standard for B. abortus Mitk Ring
Test Antigen

standard for Sterile Therapeutic Goods

Standard for sterility of Intramammary
Injections

Standards Adopted from the British
Pharmacopoeia {Veterinary) 1977 and
the British Veterinary Codex 1965,
Supplement 1970

General Standard for Metered-dose
Aerosols for Oral Inhalation

standard for Stainless Steel Sutures
Standard for Absorbable Sutures
134

(Status as of, 28/6/85)
Item 7.2

Date of
Ministerial
Bssent

17 Oct 1974
29 Mar 1976
28 Apr 1980

2 Mar 1981

2 Mar 1981

2 Mar 1981

21 Oct 1981

25 Mar 1982

4 Dec 1983

4 Dec 1983
4 Dec 1983

4 Dec 1983

23 Dec 1983

4 July 1984
24 July 1984
24 July 1984

Gazetted

Lo

71 Vet 1975
11 May 1976
27 Jun 1980

30 Jun 1981

30 Jun 1981

30 Jun 1981
30 Mar 1982
31 Mar 1982
28 Feb 1984

28 Feb 1984
28 feb 1984

28 keb 1984

19 Mar 1984

9 Qct 1984
9 Qct 1984
9 Oct 1984

17
18

19

~2 -

standard for Non-absorbable Sutures 24 July 1984 9 Oct 1984

standard for Inf ectious

Laryngotracheitis Vaccine, Live Virus 23 Sept 1984 26 Mar 1985

Standard for Diagnostic Goods of Human
Origin 23 Sept 1984 26 Mar 1985
Child resistant containers

(revokes TGO's 3 an {in publication)

Standards to go to Minister in near future {date refers to latest draft)

General requ‘irements for labels for therapeutic goods (30/4[85).
General standard for live avian viral vaccines {715185).

standard for ethanol (12/6/85).

standards given priority and being actively developed at the present time

General Standard for Tablets (4/10/84)

ceneral Standard for Capsules (4/10/84)

standard for Cotton Hool with Rayon \2!10[84)

standard for Rayon with Cotton Wool (28/8/80)

standard for Blood Bags {24/2/84)

General Standard for Inactivated Viral Avian Vaccines (17/2185)
Standard for Hydrocortisone Acetate Cream (17[2)84)

Standard for Hydrocortisone Acetate Ointments (16/11/79)
Standard for Hydrocortisone Acetate Eye and Ear Ointments (16[11/79)
Standard for Contact Lens Solutions {1983)

standard for Haloperidol Tablets (February 1984)

Standards for

. Tetracycline Hydroch\oride {non parentera]) (7/2184)

. Tetracycline Base (22/2/84)

. Capsules of Tetracycline Hydrochloride (22/2[84)

gapsuies of Tetracycline (22/2/84)
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* Standards for Bandages and Dressings {initial draft yet to be
developed)
* Standards for Contact Lenses (adoption of SAA standard under
consideration)
* Standards for Urinary Catheters (S.A.A.) (adoption of SAA standard
under consideration)
* Limulus Amoebocyts Lysate (LAL) Test {13/2/84)

Other Standards under development (some are still at a preliminary stage}

* General Standards for concentrated Inhalants Solutions for Inhalation
(2679177)

* General Standards for Powders and Granules for Ingestion (10/5/76}

* General Standard for Injections:

a) Containers for Parenteral Preparations (deferred)
b) Uniformity of Parenteral Preparations (deferred)

¢} Physical Attributes for Parenteral Preparations (deferred}

* Standards and Test for Particulate Matter in Large Volume Injections
(28/11/74)

* General Standards for Topical Preparations {development discontinued)

* Standards for

. Benzathine Phenoxymethylpenicillin (21/9/76)

Benzathine Phenoxymethylpeniciilin Oral Suspension (21/9/76)
. Hydrabamine Phenoxymethylpenicillin (21/9/76)
. Hydrabamine Phenoxymethylpenicillin Oral Suspension (21/9/76)

* General Standard for Liquids for Ingestion (deferred)

* Standard for Efficacy of Preservatives (deferred - 25/11/76)

* Standard. for Bluetongue Vaccines (19/10/81)

* Standard for Marek's Disease Vaccines (3/8/76)

* Standard for Infectious Bronchitis Vaccine Living {(March 1978)

* Standard for Stained Mycoplasma gallisepticum Antigen for the Serum

Agglutination Test {7/2/75)
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Standard for Tuberculins {20/4/78)
Standard for Plasma Protein Fraction (Human) - SPPS (21/2/79)
Clostridium Tetani Toxoids Standard (deferred 21/9/76)

Standard for Newcastle Disease Vaccine, Vive virus (28/8/81)
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v WNATIONAL REGISTER OF THERAPEUTIC GOODS

o INFORMATION REQUIRED ON THERAPEUTIC GOODS THAT CONSIST OF
Al A SUBSTANCE AND ARE READY FOR USE, {Therapeutic Goods Act 1966)

® Please provide # separate farm for each dosage form and esch strength of the same dosage form except where they are
& composite pack and &re dixtributed asthe one product, #.9. Injection set, Orsl cantreceptive tablets. A sepasate form
s not required for each pack size,

* Read accompanying letter bafare completing.

= Please type or print, Do not use pencil,

PRODUCT NUMBER

(L T T T T ] oticouseonty-donoe tivrin
OATE NOTIFIED Give year and month, e T [$[B14]012)

STATUS lnsert appropriote code
GM'= Gentral marketing
LM = Limited_ marketing. Follow this cade by nature of limitation, &.g. haspitals only.
Cl = Clinical investigation
@7 = Other

PROPRIETARY (TRADE} NAME Include any sulfix or prefix. [ no propristary name, ploce cross in box. D

DOSAGE FORM eg. Injection, Ear drops, Lotion, Where product consists of units containing substences ditfering in
strength or kind, e.g. Injection set, write ‘Composite pack’ after appropriate dosage form,

ROUTE(S] OF ADMINISTRATION zg‘ Oral, 1.M., 1.V, bolus, LV. infusion, List each route on & separate line. If insulticient
Iuv: blank and attach sheet giving information.

ACTIVE SUBSTANCE(S) and NOMINAL QUANTITY(IES) PER USUAL DOSAGE UNIT or PROPORTION

o List each substance on a separate line, if insulficient space, leave blank and attach sheet giving information.

« Use Australian Approved Name. if none, use other fame. If no prietary name, giva chemicsl

or biological description.
* Do not include overages.

o Where product is 2 composite pock and some of the substances are comman to different units of the pack, substances
may be fisted in tabular form, £.9.

P7.
#7.
P7.
Hr N

N 1A
g

Q8
ethinylogstradi

» Where produce is 8 compasite pack and few or no
headings,

138 #1012 112'93) JELQVER
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P

EXCIPENTS
* Og nat lise quantity or peopartion,

« List each excipient, including substanes in coatings or coces, on a separate line. N insufficient soace leave blank and
attach sheet giving information,

‘, » Use Australian Approved Neme, etc. as per Active Substances Section,
& Record colourmgs, including those of capsule shells, beginning with Cofour fudéx Number

s Where produce is 3 composite pack, excigients may be listed in the same lorinat as that used for active substances.

AUSTRALIAN SPONSOR The firm which is lzsuormble for the praducr in Au:tralla.
SPONSOR'S STREET ADDRESS

OVERSEAS/LOCAL MANUFACTURE Manufacture includes fabelfing and/or packaging. Insert appropriate code,

A = Eully impacted
B = Fully manufagtured locally

Postcode .. .vuets

P11, € = Part manutactured tocally

OQVERSEAS MANUFACTURER Complete even i only part manufactured overseas. If more than one overseas manufacturer,
leave blank and attach sheet giving infarmation.

P12z,
OVERSEAS MANUFACTURER'S ADDRESS

POISONS SCHEOULES Give schedule number only. I not schaduled insert N,

ACT, LEAA NT. QL. SA, TAS. VIC, WA,
. N g . . = il o i)
w1z ] 0] 15[ ] EZ LY I B2 T A LI P19, w20, | !}

THERAPEUTIC CATEGORIES Office use only ~ do not fill in

PRODUCT LABELS, OTHER EXPLANATORY MATERIAL ACCOMPANYING THE GOODS and PACKAGING
{if packaying beass tabetimg or mformation on indicationsi

s Moo ion on isonor the goods. attach material

* Attach tem samples or copnes of each,
» Insert ¢ross in oppropriacs boxes.
[ pachae wswrs e

T ormary pack aten
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NATIONAL
MDA RS

COMMONWEALTH OF AUSTRALIA
P.0. BOX 100, WODEN, A.C.T. 2606. TELEPHONE 89 1555. TELEGRAMS: ‘HEALTH, CANBERRA' NSRRI,

In reply
please quote: 84 /1174
NH & MRC
VH:JIW
The Director
NBSL ) ’ " o

NH & MRC Working Party on Antibiotics in Stockfeeds
Quality of antibiotics in animal feed

The following is an extract from the Report of the

Ninety-seventh Session of the National Health and Medical
Research Council held in June 1984:

The Council noted advice from the Working
Party on Antibiotics in Stockfeeds, that

there is no nationwide system for checking the
potency and other qualities of antibiotic
products used as additives to feeds to promote
the growth of animals and poultry or to im-
prove feed conversion rates. Users of animal
feed may use excessive amounts of such anti~
biotic products to compensate for suspected
sub-potency, with likely consequent impairment
of the efficacy of antibiotics in human and
veterinary medicine. The Council therefore
recommended that the National Biological
Standards Laboratory (NBSL) carry out surveys
of the guality of these products, as resources
become available for this purpose.

As requested by the Council, I am bringing this

matter to your attention,
(o

(Robert Cumming
Secretary of Counci
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PHARMACEUTICAL CHEMISTRY SECTION - K.B8.S.L.

P

STANDARD OPERATING. PROCEDURE NO. 17
M

OISPOSAL OF WASTE SOLVENTS

Containers for waste solvents {usually marked Winchesters) wil) be
placed in laboratories 3, 4, 5 and 6. One container will be used for
chlorinated solvents and one for hydrocarbons. Al} water soluble solvents
such as alcohols, acetone etc. will be flushed down a sink with copious water
using a fume hood where necessary.

The chlorinated solvents will be disposed of in the large evaporating
tray near the back fence. At most five litres wil) be disposed of at any one
time. Oisposal will preferably take place after 4 p.m. to avoid inconvenience
to Animal House personnel.

Hydrocarbons will be evaparated off in a fume cupboard using a stream
of air and gentle heat. Flammable solvents wil) not be evaporated off in the
open unless under close supervision to avoid accidental ignition.

Ether should be disposed of also by evaporation in: a fume hood at the
concliusion of each day's use. Similarly any waste complex t.l.c. mixture
should be'disposed of by evaporation.

The following will be responsible for disposal of chlorinated solvents
and hydrocarbons.
(a) Laboratory 3 - Technical Assistant Grade 2 - 159
(b} Laboratory 4 and 5. - Technical Assistant. Grade 2 - 151

{c) Laboratory 6 and t.l.c, room - Technical Officer Grade 1 - 149

{f any of the above persons are not available the Technical Assistant
Grade 1 - 105 will take over responsibility. Users should dispase of water
soluble solvents, ethers and t.l.c. mixtures themselves.

g
l/,,/&’z
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Procedure for the Disposal of Wastes
Co-ordinator: i P, Kany - Pharmaceutical Chemistry Section

1. Lists of chemicals, stating identity and anount of ca
0 t ach substance
;?rudxbmszl to gcccsuhmttal to Dr P, Kang by the last Wrdnesday of
he nonth. tions should indicate 14} i :
iy whether the containers hawe

2. Dr Kang to review the list of chomi i i i
Kang t 1 cmicals nominated with a view to
determining which of the following courses of action are appropriato

a.  Retention by MBSL Store.

b. Referral to other laboratories in the ACP,
C. De-activation and disposal.

d. Disposal at the Beleomnen Land Fill area.

. 't Rang repare correspondence e Department o arritories

3 Dr K to prepar nd to the Department of Ter e
and Local Government requesting permission to dispose of chemical
in category (d) above.

4. Upon receiot of a letter of approval from the De)

3 43 partment, Dr Kan
w:.ll'arrange‘ for" collection of the chemicals in questionlfx:om thg
particular §ectxons and transport to the Belconnen land fill area
on the morning of the day specificd in the letter of approval,

5. The chamicals for disposal shall be trans
; ported on the back of
at:eoge:tet;ayfvemme (n?t in a van) and the driver must have
e Of approval fos presentatio
rang T of 2 ation to the staff at the

Foot. Note: Sections are to forward' lists of the chemicals for
d.}sposal to Dr Kang - not the actual containers which.
will be collected from the Section and conveyed
directly to the disposal area on the day in question.

15 JUNE 1984
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BS 82/666

The Digeclor,
N.3.S.L.

AttenLi Dr. R. Yemple

Audit Inspection Report : NOSL

{Your 8S 82666 of 24 October 1983 refers.

The Antibiolics Scction has written instructions for the disposal
of vaste materials. Please find a copy attached.

The arrangements for the disposal of noxious chemicals is based on
their periodic removal to a land fill site at Belconnen.

Mr. Murray has ascertained from the Department of Territories and
Local Government that disposal is carried out between 10 and 11 a.m. on
the third Wednesday of every month. It is the responsibility of the
NBSL to transport the material to the site for disposal. Prior written.
appraval from the Department of Territories and Local Government is
required before a consignment of waste wil) be accepted for disposal.
This is obtained by providing*the said Department with a list of the
substances and approximate amounts of each to be disposed. Pharmaceutical
Chemistry Section currently use this facility for the disposal of their
vaste material and it is recommended that other Sections be included in
the regular collections of waste.

The Following recommendations are made:

1. A letter be sent to the Department of Territories and
Local Government* requesting permission for the other
Sections of NBSL to dispose of waste at the land fill
site;

2. Reqular collections of waste for immediate disposal from
each of the Sections be instituted;

3. Each Section be responsible for obtaining written approval
from the Department of Territories and Local Government*
for disposal of its own consignment of waste.

I await your advice.

.
(G b,_(‘( R

N. Rohde
4 April 1984
143
. Bitl Mitchell,
whneal of Territortes & boeial Gove rameat
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Disposa) of Waste Solutions and Solvents

Aqueous solutions and vater solwle solvents are to be flushed douw~ the
sink with copious water, and using a fume cupboard where necessary.

Acid and alkaline solutions should be followed by prolonged flush in order
to prevent pipe corrosion. Solvents which mey be flushed down the sink
include -

Acetone

Methyl, ethyl, propyl alcohols
Dioxan

Pyridine

Dimethylformamide

Glycols

Other less frequently used solvents should be checked for water m.ii:ibility
prior to disposal.

Quantities of less than S0 nL of solvents which have lov solubility in vater
{e.g. ethyl acetate, butyl and amyl alcohols; my be flushed doun the sink,
using sufficient water to completely dissolve the solvent.

Water-immixible solvents, and quantities greater than 50 sl of those with

low solubility, are to. be disposed of in specially labelled vinchesters

vhich will be kept in the large white solvent refrigerator in the corridor
outside room 10. These vinchesters will be disposed of each month st the
Belconnen Land Fill area. Thers'are to be ladelled winchesters for & different
classes of svlvent:

(1) di-ethyl ether

(2) esters and higher alcohols:(mixed)}

(3) halogenated hydrocarbons

(4) bydrocarbons (mixed aliphatic and aromatic)

Waste chromatography solvents (mixed), where vater soluble, may be flushed down
the sink., Water immi?.ible solvents should be separately stored in a clearly
labelled winchester, or a smaller solvent containerw where it is anticipated
that the container will be large enough for that month's disposal.

Similarly, solutions of acids, alkalis or oxidizing agents in water im-.is\‘;ble
solvents should be separately stored in clearly labelled containers of
approximate size, Solutions containing antibiotics, formulation excipients or
non-reactive reagents may be added to the aprropriate solvent vinchester.

Solvents should be added to the vinchesters in the fume cupboards, soth for

reasons of safety and to prevent congestion i- the corridor near i-c refrigerator.

Lamments Eif any):
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SECTION 1 H INTRODUCTION
1.0 From December, 1982 to December, 1983 officers of the

Auditor-General's Office conducted an audit of the
arrangements made within the Department to manage and
execute the development and implementation of the
Departmental Accounting and Information System (DAIS).
As part of this investigation they also audited the
Department's computer environment controls against
the requirements stipulated in the Public Service
Board's guidelines of April 1981 (as amended).

The Auditor~General's Findings

1.1

In his March 1984 Report the Auditor-General reported
that the audit revealed:

(a) inadequacies in the Department's overall arrangements
for the development and implementation of DAIS; and

{b) inadequacies in the control environment for computer
processing within the Department, including instances
where the Public Service Board guidelines were not
followed.

He concluded that he regarded these deficiencies as
serious, that the development and implementation of the
new system was not as well managed as it should

have been, and that at the time of the audit

(December, 1982 to December, 1983) DAIS was not

being utilised with maximum efficiency.

The detailed findings of the Auditor-General's Office
are listed at Section 3 of this Submission together with
the Department's comments.

The Department's Response

1.4

When responding to the findings of the investigating
officers of the Auditor-General's Office the Department
has:

(a) explained the unavoidable problems it encountered
during the development and implementation phases
of DAIS and argued that some concession should
reasonably be made for the circumstances that
prevailed prior to time the audit was undertaken;

{b) acknowledged that these unavoidable problems led
to deficiencies in the development and implementation
of DAIS:

(¢} acknowledged that while there were deficiencies in

the computer environment controls at the time of the
audit investigation, many of the matters have

since been rectified, and action is in hand to
rectify remaining problem areas;
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{Q) explained that the Department has consistently
pursued a policy objective of enabling its seven
Regional administrative units to independently
process their own accounting information using
a common accounting system;

(e) explained that DAIS is an evolutionary system
and that it is progressing adequately toward the

original system specification; and

(f) demonstrated that the Department has been able
to rely on DAIS operationally as originally
intended despite the major obstacles encountered
in implementing the system.

In Section 2 of this Submission there is a description
of the objectives and functions of DAIS together with
a history of its develcopment and implementation aover
the period 1975-1984.

Section 4 of this Submission provides details of the
strategy adopted by the Department in rectifying the
deficiencies identified by the Auditor-General's Office.

Summary

1.7

The Department has co-operated fully and frankly with
the investigating officers of the Auditor-General's
Office, has responded promptly and effectively

to deal with the short~comings identified during the
audit, and has instituted appropriate arrangements

to ensure that the necessary remedial action is
completed in a timely way and that similar problems
do not recur in the future.

While the Auditnr~General's report ackncwladges that

the Department encountered major unavoidable problems
during the development and implementation phases of
DAIS, the Department does not view the Auditor-General's
conclusions as making sufficient concession for the
extenuating circumstances obtaining at that time.
circumstances are documented Section 2 (paras 2.16
to 2.26) of this Submission.

These

The Department has also advised the Auditor-~General's
Office that, in its assessment, DAIS is operating
adequately in the Department‘s Central Office and
Regional administrative units as both an accounting

and a management control tool. As should be expected,
the operation of the system has improved significantly
since its implementation in the period February, 1982 -
October, 1982.
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DESCRIPTION OF DAIS AND THE HISTORY OF ITS
DEVELOPMENT SINCE 1975

The Departmental Accounting and Information System (DAILS)
provides the following ‘Functions for the Department:

(a) an accognting system that enables the Department
to met its statutory reporting obligations
regarding:

(i) Warrant control

(ii) expendipure and commitment against Departmental
appropriations

(iii) trust accounting operations

(iv) expenditure and reimbursements in respect
of works and services for Commonwealth
Statutory and oOther Authorities that are
not part of the Public Account

{b) a management control system that enables the
Departmen? to allocate and monitor operational
budgets within the organisation

(c) a p;ocessing system to support administrative
activities such as payment of accounts,
procurement etc.

(d) a costing system to support the Department's
works progrgmming, capital works, minor new
works, repairs and maintenance, and operational
activities

(e} a costing system that enables the Department to
cost'ig—house effort and consultant effort in
providing services to client organisations

(£) a.systgm that provides progress information and
historical information on client projects

(g) a flexible management information system that:

(i) is based on a standard format for
information input

(ii) pgrmits extraction of information in a
wide variety of formats

(iii) enables fast extraction of management
information via:

- On-Line Terminal Enquiry
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- Standard Print~out Reports
- “Report Writer® Programs of varying
degrees of sophistication

System Objectives

2.1

The objectives of DAIS are:

. to maintain expenditure, authorisation, liab%lity
and other descriptive details for appropriation,
project, trust and other accounting records

. to provide a means of storage and retr;eval of
information from these records for Regions and
Central Office

. to interface with the Department of Finance central
ledger system

. to provide appropriate reporting to client
departments and authorities

. to provide warrant control against appropriations
and the Services Trust Account

B to provide for input of expenditure targets against
which expenditure can be monitored

. to provide a means of recording details of works
programs and requisitions received from clients

. to provide for subsidiary ledger' functions.

Specification of the Department's Information Bequirements

2.2

In the early 1970s the Department with the assistance

of consultants undertook a review of its management
information needs. In 1973 this led to a further project

to design and specify an information system for the
Department. The study was completed in Febrgary 1975 and
the outcome was called the Regional Information System (RIS).

The Regional Information System (RIS) Report of

Pebruary 1975 detailed the types of data, th? scope and
structure of the computer f£iles, and the_varzous reports
that should form the basis of a computerised accountiyg and
management information system for the Department. This
project was intended to provide the framework against
which computer programs would be developed, documented and
implemented within the Department.

A cost-benefit analysis was undertaken of RIS coveriqg
equipment procurement, system development costs, projected
operating costs and disposal of gxistlng equipment. This
analysis showed a net cost benefit to the Commonvealth over
ten years and real advantages to the Department in
intangible considerations such as -speed of access to key
information by all levels of management.
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The RIS Report therefore provided the Department with
an ADP Strategic Plan covering:

. the scope of an integrated accounting and
information system

. the design parameters of the system
. proposed solutions

. specification of the system

. implementation plans

. supporting documentation.

The principal advantage of RIS was it would eventually
provide a nucleus of good data base systems to support
the "public works" functions of the Department.,

Provision was alsc made for ancillary systems to be
related/integrated with it according to the master pian.
The master plan envisaged that the data bases would
provide program information and achievement against
programs, expenditure, costing, and forward commitment
information on a project by project basis, information
on the resource use and performance of organisational and
functional units within the Department, and vhole-of-iife
information about investment in the Commonwealth's stock
of assets.

At this time the Department was not able to adequately
turn its basic accounting information inteo useful or
timely management information. The clerical effort
entailed in costing internal activities to projects
was cumbersome and almost prohibitively expensive.
Also, the time lag between payment of contractors,
wages employees, and suppliers ete, and the collation
of information regarding such transactions into
management reports was so long as to make the reports
of dubious value. These problems had to be overcome
and that was RIS's principal purpose.

Development of an Automated Accounting System

2.8

In order to pursue the RIS concept. the Department had

to upgrade its capacity to physically process the
recording of transactions (i.e., the costing of payments
to contractors, wages employees etc). The Department's
ledger-machine systems and the limited manpower resources
devoted to the existing recording tasks could not cope
with the growing workload and certainly not with demands
inherent in RIS.

As a first step in implementing the RIS Report the
Department established a team to develop the RIS
concaepts into a viable accounting records system.

%he outcome of this exercise was the specification

Oor a system called the Regional Accounting System (RAS).
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This specification was completed in April 1978 and was
developed after experimenting with computer-based
systems for Appropriation/Project/Trust Ledger records.
The new system embraced most of the accounting records
of the Department and its main advantage was that
expenditure/ receipts and other details for
Appropriation/Project/ Trust ledger records would be
maintained on computer files.

The ability to manipulate data held on computer files
was fundamental to achieving the RIS concept described
above; and with RAS in place the Department would be
in a position to begin pursuing the management
information opportunities offered in RIS.

Implementation of the Automated Accounting System

2.11

.By 1979 all but two of the Department’'s Regional

administrative units were utilising the RAS system.
The two remaining Regional administrative units were
Victoria/Tasmania and West Australia. Due to its

relative size, the Western Australia Region was considered

to still be adequately serviced by its manual facilities
and, by 1979, prospective changes in the Department's
computer requirements made it more appropriate to delay
implementation.

By early 1978 it was. evident that the ‘Visual Card
Reload Computer' (an early computerised adaptation of
manual ledger machines) in use in the Victoria/Tasmania
Region, could not be kept in service long enough to be
superceded by RAS (the new 'Regional Accounting System'
then under development). As an interim measure, the
features of the Region's basic existing accounting and
processing system were carried over onto the leased
computer facilities as a system known as VICA {the
Victorian Accounting System). This was a transitional
move and the VICA system was to be replaced by RAS.

Development of the Management Information System

2.13

By 1980 the Department had formulated its computer
hardware strategy which was to discontinue reliance on
leased bureaux facilities and acquire its own computer
network, In anticipation of this development, the
Regional Accounting System (RAS} was being developed

to incorporate more of the features outlined in the
comprehensive system concepts in the Regional Information
System (RIS). This further development was known as

the Regional Accounting System - Stage 2 (RAS-2).

RAS-2 provided many additional features including the
following:

(a) facilities for recording and monitoring
Administrative Vote item expenditures and
liabilities by cost centres
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(b) embraced subsidiary Ledgers of the Housing
and Construction Services Trust Account e.g.
pPlant/Wages/Stores

(c) facilities for recording and monitoring
expenditure planning on a project by project/
activity/organisational unit basis

(4) facilities to record works program items (i.e. .
projects to proceed to construction in the ensuing
year).

Acquisition of the Department's Computer Network

2.15

2.16

2.18

The Department's ADP strategy revolved around a
plan to lease bureaux facilities for several years
and then to acquire its own facilities. It was
always envisaged that the systems developed for
application on bureaux facilities would be readily

. transferable to in~house facilities and that the

transfer would occur progressively.

By January 1981 the Department had progressed through
the tender and evaluation processes and had approval
to purchase its own computer network which comprised a
large central processor and seven smaller units for
location in its Regional administrative units. Having
purchased its own computing network the Department
wished to phase out the use of the leased bureaux
equipment as quickly as possible.

The Department's strategy was fully and carefully

evaluated by the co~ordinating authorities and was subject
to an independent assessment on their behalf by Professor

G.H.P. Brooks of the University of New South Wales in
May/June 1980. The Department also had the bepefit
of advice from the Public Service Board regarding the

Service's experience in developing and implementing large

and innovative ADP systems. Rasically the Board had

been encouraging the Department to pursue an evolutionary

approach in its systems development activities.

The decision taken was to purchase IBM equipment and

it therefore became necessary to convert the programs
then operating on ICL equipment to make them compatible
with IBM equipment.

Further NDevelopment of the Management Information System

2.19

With the acquisition of IBM equipment and the
communications network features available through
advanced computer software, it now became possible to
enhance RAS-2 to encompass more of the Department's
corporate information needs as specified in the 1975
Regional Information System Report. These enhancements
were not basic to the accounting functions but rather
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provided better management information for gervicing

the Department and its clients. The new system, although
basically unaltered in its design from RAS-2, was

renamed the 'Departmental Accounting and Information
§ystem' (DAIS) in order to reinforce its management
information content.

The major advance of DAIS over RAS-2 was that the
data processing function was to be undertaken in
the Regions rather than at a central site. As long
as the pepartment remained dependent upon the
commercial bureau this devolution was not possible.
The long-term objective had always been to have
local data processing within a common accounting
and management information system.

Implementation of the Management Information System

2.21

The Department was then faced with the problem should it:

. convert the existing systems (RAS and VICA) from
ICL to IBM and then implement the new system
(RAS-2/DAIS): or

. complgte the new system using the IBM features and
then implement RAS-2 on the new IBM Network.

The cost and time delay entailed in retaining the leased
ICL facll;tles to convert the RAS and VICA programs and
data holdings from ICL to IBM was considered unjustifiable.
(Leasing charges were around $140,000 per month}).
Furtherwore, design of the new system was nearing
completion and would soon be ready for implementation.

It was.therefore decided that the latter option was more
economical and would prove less diegruptive to users of

the computerised accounting facility.

cblems Affecting Implementation

2.23

2.24

Project control of DAIS's development was severely

ha@pered by substantial staff losses occasioned by the

shift of the Department's Central Office from Melbourne

to Canpe;ra and a high staff turnover in Canberra.

In §dd1tlop the task of converting from ICL to IBM

equipment in a minimum timeframe restricted the Department's
capacity to achieve a smooth implementation.

In November 1977 the Government adopted a pro

relocate the Central Office of the gepartmgntpgigé go
Mel?ourne‘to Canberra in three phases spanning the
perlo@ February 1979 to February 1981. During the
d;aftlng of plans for that relocation considerable
discussion took place on the desirability of relocation
of the Systems and ADP Branch along with the rest of
Central Office. fThe advantages of co-location of all
Central Office units were weighed against problems
caused by loss of large numbers of ADP staff in the
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relocation and likely difficulties of recruitment of
suitably qualified replacements. These problems were
compounded by the need to increase the ADP establishment
and expertise levels in a similar time frame in order

to support the Department's proposed computer network.

In September 1978, after consideration of these factors,
the Department decided to adopt a strategy which involved
the installation of the new central computer in Canberra,
the relocation of technical support staff in Canberra

as the computer was installed and relocation of ADP
staff involved in computer applications only when all
systems had been successfully transferred from the
existing to the new computer facility.

Special arrangements were made to defer the relocation

of the Systems and ADP Branch until 1982 so as to
minimize the likelihood of staff losses and maximize

the period of continuing access to the commercial

bureau facilities in Melbourne. A target date of 1

July 1982 was therefore set for moving off the commercial
bureaux equipment.

During the three phased relocation of Central Office to
Canberra the Department lost in excess of 75% of its
Melbourne based staff on either transfer to other
Commonwealth employers, premature retirement or resignation.
Within the Systems and ADP Branch the loss was about 80%
and seriously impaired the continuity of the conversion
project. This problem was aggravated by the fact that
the “system owner", viz, the Central Office Finance
Branch, suffered a 100% loss of its staff Quring the
relocation. To overcome this problem in-house resources
were seconded from the Regional administrative units.
This of course taxed both Central Office and the Regional
administrative units at a critical stage in the
Department’'s operations.

Against this background an implementation timetable was

drawn up that aimed at bringing all Regional

administrative units onto DAIS over a 12 month period,

and it was decided that only the basic accounting

features would be implemented. The management information
and planning features were to be made available to individual
Regional administrative units at a later date when coding and
testing was completed.

By October 1982 all Regions had taken up DAIS and since
then additional system features have been implemented
progressively.

Not all of the features originally proposed for DAIS

have been implemented nor have all the options for
distribution of information by way of the Department's

IBM Network yet been availed of. This will be an
evolutionary process as is consistent with the approach

taken over the last eight years of progressively implementing
integrated operational and information systems in

pursuance of the 1975 Regional Information System Plan.
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. the degree of management control exercised

SECTION 3 : COMMENTS ON THE FINDINGS OF THE AUDITOR-GENERAL during the development phase of the DAIS system

. the effectiveness of management control over

3.0 The Auditor-General's observations have been grouped into the implementation phase

five categories:

A. failure to achieve system objectives . inefficiencies in the DAIS system as it now

operates
B. inadequacies in the development and i
implementation phases of the system ) g;:::;encies in day-today control over the
c. . .
inefficiencies in the DAIS system as . deficiencies in computer systems development

it s
currently operates processes generally within the Department.

D. deficiencies in the control environment

for computer processing generally within
the Department

E. deficiencies in computer system development

3.4 The Department concedes that there were shortcomings

in these areas and that there are some problems

still to be remedied. Although the system is neither
perfect nor complete the Department is confident that
the facets of DAIS that have been implemented now

processes generally within the Department. undertake the functions they were designed to do and

This analysis should assist the reader to gain a better that DAIS is a reliable operational system.

appreciation of the identified deficiencies and to

assess the integrity of the DAIS system. 3.5 As Section 2 of this Submission shows, the development

of DAIS is part of a consistent effort over the

lagt eight years to pursue a system concept formulated
in 1975. The Department's objective has always been to
have independent processing of accounting information
by the Regional administrative units within a common
accounting system. But while the Department was on
leased bureau facilities in Melbourne, this objective
was not achievable.

Category A: Failure to Achieve System Objectives

3.1 During the audit, officers of the Auditor-General's
Office expressed concern about the ambiticus scope of
the DAIS system objectives and about a move away
from central processing of accounting information
to a system that enabled the Regional administrative
units to undertake independent processing of
accounting information within a common accounting
system.

Category B: Inadequacies in the Development and Implementation
Phases of DAIS

3.2 While this concern was not explicitly raised in the 3.6 The Auditor-General reports that the audit revealed

Auditor-General's March 1984 report it appears to
have influenced the attitude of officers of the
Auditor-General's Office toward the following
aspects of the system:

. integrity of the data recorded in DAIS
. security of the DAIS programs

. reliability of the DAIS programs

. effectiveness of reports to management
. controls over system development

B contingency plans for system failures.

These individual points are dealt with below under
Categories B to E.

However it should be noted that the Auditor-General
hgs simply documented DAIS system objectives
without further comment. He does not suggest or
imply that the Department has failed to meet those
system objectives. Rather, his concerns relate to:
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inadequacies in the overall arrangements for the
development and implementation of DAIS over the
period 1980-1982. The matters specifically mentioned
in his Report are as follows:

{a) there were no formally approved standards
for the development of computer based systems
during the development of DAIS

(b) the Department could not provide officers of
the Auditor-General's Office with a copy of
the systems proposal or feasibility study for
DAls

(c) controls over software systems development
were considered to be inadequate in that there
were no:

(i) current standards in use for testing or
implementing changes to software
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(ii) procedures for peer review of completed
work or for an independent check of
modifications effected by the Systems
Software Section prior to implementation
of the changes (i.e. project control)

(iii1) formal procedures in operation for the
initiation and approval of software
change requests (i.e. control over
modifications to programs)

(iv) formal procedures. requiring cost benefit
analyses to be performed for new software

(d) an adequate training program did not, appear to
yave been conducted during the development and
implementation phases of DAIS (viz., to give
users a good understanding of the system}.

The.Department has formally acknowledged to the
@udltor—General's Office that it encountered difficulties
in es?ablishing standards for the development of

DAIS i.e. adopting a consistent method for specifying

the standards of performance that the hardware and
software had to meet in any given ADP application

and adopting a consistent method for determining

whether the specified performance standards had

been met.

In a very real sense the Department was always

working to a clearly specified standard of performance,
viz: the requirement for the new system to facilitate
the agcounting and financial management policies,
practices and procedures stipulated in the Audit Act

and Finance Regulations, Directions and Cirxculars. The
new system has always met the formal requirements that
govern the Department of Finance Ledger System.

However the particular point at issue in the
Auditor-General's Report is whether the various programs
that comprise DAIS were developed according to a methodology
that was appropriate to a large complex ADP application
on sophisticated data processing equipment.

In November 1982 the Central Office Systems and ADP
Branch of the Department formally adoptea that part
of the Australian Bureau of Statistics Manual
dealing with "Standards for the Management of
Computer Based Systems Development Projects“. This
particular "methodology" provides a well-tried
framework against which to process all éystems
proposals for application on the mainframe network.

The Department's late adoption of a formal methodology
for systems development and implementation is
attributable to the fact that virtually all of its
efforts.during 1980-1981 were directed toward the
conversion of several ADP applications (of long-
standing) from commercial bureaux to in-house
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IBM equipment. As explained in Section 2 of this
Submission, DAIS was conceived in 1975 and progressively
developed via a series of tried and tested systems.

In essence the development of DAIS involved the
redevelopment by Central Office of existing programs

on the ICL equipment and their progressive release

to Regional administrative units for implementation.

This latter point is particularly relevant to the
Auditor-General's observation that the Department
could not provide his officers with a copy of the
systems proposal or a feasibility study of DAIS.
The justification for procurement of the present
network of seven IBM 4331 machines was predicated
upon the strategy that DALS would be the major ADP
application on the network, that each Regional
administrative unit would independently process its
accounting information using a common accounting
gystem, that Central Office would "capture" the
information it needed from the Regional machines
and would provide the necessary back-up and program
testing facilities.

The Department's ADP strategy and objectives were
properly documented and justified to the satisfaction

of co-ordinating authorities at the time the procurement
of in-house facilities was approved. As detailed in
Section 2 of this Submission, the Department's proposals
were carefully scrutinized and were subject to independent
assessment.

The abovementioned considerations are relevant to the
Auditor-General's comments about the absence of formal
controls over the development of software systems.
Because DAIS was conceived more as a conversion

project than as a development project, the concern

with such controls was not as formal nor as prescriptive
as should have been the case. As Section 2 shows, DAIS
was a development of two earlier systems, one of which
was operational and the other at the point of being
implemented.

Nevertheless the Department is satisfied that the
development phase of DAIS and its predecessors
was handled adequately, and that the available
records point to acceptable standards of testing.

As far as staff training was concerned, the Department
has formally acknowledged that although training was
undertaken to a limited extent by members of the DAILS
development team, it probably was insufficient to give
all users at all levels a good understanding of the
system. It is a moot point vhether user training
should have been provided at the development phase, and
it is questionable whether all users need a detailed
appreciation of the technical operation of the system.
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The Department has formally acknowledged to the
Auditor-General's Office that it encountered
difficulties during the development phase of DAIS and
that these difficulties led to deficiencies in the
implementation phase of DAIS and thereafter. Basically
the problem was that the Department got to a position
where it could not control resourcing of the project
although it was committed on economic grounds to a
target of 1 July 1982 to discontinue reliance on leased
bureaux operations.

The factors that contributed to these circumstances are
documented in Section 2 and can be summarised as follows:

. the Department progressively developed an automated
accounting and information system. Since 1975 the
Department has pursued the objective of having a
common accounting system with the Regional
administrative units possessing the capacity to
process their own accounting information and to
generate their own management reports. This
decision was central to the Department's computer
acquisition proposal of November 1978

. the decision taken was to purchase IBM equipment and
it therefore became necessary to convert the programs
then operating on ICL equipment to make them
compatible with IBM equipment. It was also decided
to move directly to the adoption of a common
accounting and information system rather than incur
the additional cost of converting the existing systems
onto the IBM and then implementing the new system

. a request for tender for the purchase of our own
computing network and associated facilities was
submitted in 1979. Government agreement to this
purchase was not given until January 1981, and delivery
was taken of the first IBM 4321 computer in Melbourne
on 9 February 198l. The last computer was delivered
on 9 September 1981. During this period the Bureaux
facilities were unable to cope with the Departments
growing computing workload and capacity limitations
serverly curtailed progress on the development of
DAIs

. the Department was under tight time pressure to
commission the IBM equipment and transfer off the
leased ICL equipment. In November 1977 the Government
adopted a proposal to relocate the Central Office of
the Department from Melbourne to Canberra in three
phases spanning the period February 1979 to February
1981. The high losses of staff involved have been
reported earlier

. in order to consolidate all Central Office units
in Canberra in suitable accommodation, it was decided
to instal the Central Office's mainframe equipment in
the newly acquired accommodation in Canberra
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. special arrangements were made to defer the relocation
of the Systems and ADP Branch until January 1982 and
maximise the period of continuing access to the
Commercial bureau facilities in Melbourne

. this meant locating ADP resources in both Canberra
and Melbourne and telescoping the exercise of
converting existing systems. from ICL to IBM equipment.
A target date of 1 July 1982 was therefore set ?o;
ceasing operations on the commercial bureau facility
in Melbourne

. during the relocation of the Systems and ADP ?ranch
to Canberra the Department lost about 80% of its
staff on either transfer to other Commonwealth .
employers, premature retirement or resignation. ‘Thls
seriously impaired the continuity of the conversion
project. {See para 2.26 page 9)

With the benefit of hindsight it could be said that

it was overly ambitious to proceed simultaneously

with the ICL-IBM conversion exercise and the changes
required in the then existing accounting systems in
order to produce a national accounting and ingormatlep
system. The tight time scale within which this exercise
had to be undertaken (i.e. about 12 months), the problems
caused by staff turnover in mid-stream, and the c0§t§ .
associated with continuing the lease of bureau facilities
in Melbourne ($140,000 per month), meant that the
Department was forced into a position of ceasing
dependence on the commercial bureau by 1 July 1982,

Because the time constraints were not negotiable,
the project, once embarked upon, had to proceed to
completion at the expense of certain formal
procedural requirements.

For this reason DATS was implemented in Central 0Office
and seven capital cities over the period February 1982
to October 1982 without having met the following
requirements:

. prior to November 1982 the Department had no
formally approved standards for the development of
computer based systems generally {although there
were standards in use. See paras 3.7 to 3.10)

. there were no formal procedures for peer
review of completed work or' independent check .
of modifications to programs prior to implementation
- of the changes (this checking was in fact done via
project teams under the supervision of senior
management)

. prior to November 1982 the Department had no formal
procedures for initiation/approval of requests
For program changes (this matter was handled via
project teams under the supervision of senior
management)
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. the User Manual was incomplete (viz. no Sections
on error messages, report retention and distribution).

3.20 Given the abovementioned factors, the development and

implementation of DAIS was managed under very trying
circumstances. However, there was a considerable saving
to Commoiiwealth outlays in ceasing the lease of commercial
bureaux facilities, and now the system is operational.

Category C: Inadequacies and Inefficiencies. in DAIS

3.21

(at_the time the audit was undertaken)

The Auditor-General reports that there were inadequacies
in DAIS at the time of the audit and that the system
wag not being utilized to maximum efficiency.

The matters specifically mentioned in his Report are
as follows:

(a) there was a significant number of outstanding
Requests for System Support (RFSS's) seeking
changes to the DAIS programs

COMMENT

Requests for Systems Support (RFSS's) are formal
proposals for changes in the DAIS suite of
programs. The requests are generated by

finance officers in the Regions and no
restriction is imposed by Central Office on

the ability of Regional finance officers to
generate RFFS's. Upon receipt of an RFSS the
Central Office DALIS Project Officer reviews

the circumstances that prompted the RFSS and
assesses whether the problem is in fact program-
related and, if so, whether the proposed
solution is viable and whether remedial action

is coxitical,

The Department acknowledges that there were a large
number of RFSS's proposing changes in DAIS at the
time of the Audit. DAIS is a dynamic system designed
to meet evolving project, departmental accounting

and a range of administrative information needs

and as such it can be expected that the number of

requests for system modifications would be large
and ongoing.

(b) each Regional administrative unit is responsible
for creating its own reports if a standard DAIS
report does not suit. As there is no Central
Office co-ordination of report generation
activities, resources could be wasted in developing
similar reports in more than one region.

COMMENT

DALS was designed in such a way as to allow Central
Office and the Regional administrative units to
readily produce reports "on demand™ in any preferred
format. This is one of the strengths of DAIS as a
management control tool.
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Users of DAIS have a variety of ways of
accessing DAIS in order to produce reports.
These range in. order of technical cgmglexity
from FILETAB (which any user with minimal
training can employ) to COBOL (which requires
programming skills)

In order to obviate the degree of duplicatioq
of effort that arises when users develop their
own reports, the Regional administrative units
are encouraged to interchange their report formats.

a review of report use indicated that reports were
being produced by the DAIS system which were not
used.

COMMENT

The present suite of 96 standard reports
were designed in 1980-81 when DAIS was being
developed.

These reports are designed to cover ?he general

needs across all Regional adminstrative areas.

They also include the essential regorting needs to
fulfil Finance requirments and audit trails. L
Individually, Regions have developed more sophisticated
reports to suit specific local needs. In some

cases these reports make the original obsolete for
their purposes.

i t of the
Irrespective of the level'of @evel?pmen . .
report the basic information is still being obtained
from the standard Master File Records.

Reviews are constantly in hand via the Rque§t
for Systems Support process and other gpecific
report. reviews to upgrade, gnd, or delete the
standard reports where applicable.

It is management policy to allow thg Regional
administrative units to produce their own
additional reports. This facility was part of
the original system design features of DAIS.

user support documentation is considered
inadequate because Sections are incomplete

COMMENT

A revised DAIS Operations Manual was issued by
Central Office in March 1984 and it include?
the items of concern to the Audi?cr-General s
Office, viz, end-of-year processing and‘errog
recovery procedures for end-of-month processing.

The index to the DAIS User Manual th§t‘is
issued by Central Office, makes provision for
Sections that have yet to be drafted. The
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Sections specifically mentioned by the Auditor-
General's Office, viz, error messages, report
retention/distribution, are curréntly being drafted,

User Manuals have also béen developed by the
Regional administrative units in order to
supplement the Central Office User Manual in
areas where clerical and other procedures need
to be tailored to meet the operational
characteristics of particular Regions. These
Regional User Manuals are also being revised

in the areas identified by the Auditor-General's
Office.

It is the policy of the Department to encourage
a reasonable degree of autonomy and variety

in Regional operations. Consequently the
Department’s internal policies, practices,

and procedures are not drafted in a detailed
and overly prescriptive style. As a matter of
practice, Central Office policy and procedural
manuals concentrate on defining and explaining
the requisite policy considerations and
providing broad guidelines and procedural
frameworks within which internal policies are
to be administered.

Consequently Regional Manuals will tend to
reflect some diversity of approach on policy
administration matters. The Department believes
that this system of administration encourages
efficient and effective use of manpowér and
financial resources.

programming deficiencies had rendered the
Outstanding Liabilities Report and the
Administrative Expenditure Report unusable
with regard to commitment control and led to
the retention of manual commitment registers.

COMMENT

The program error in the Outstanding Liabilities
and Total Commitments Report had been the subject
of an RFSS and was being remedied at the time of
the audit.

The revised program was released to Regions in
February 1983.

Regions have since requested revisions to Commitment
processing and these requests are under consideration.

the Reconciliation Report contained errors in the
calculation of oncost details for some projects
and the reconciliation of projects did not have
regard to total proposed expenditure
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COMMENT
Corrective action s being taken.

in regard to manual processing contro]_.s over
the accuracy of input data, although input
documents had provision for signatures of both
the preparing and approving officers these were
not signed. Such unauthorised forms were not
rejected by data processing officers

COMMENT
Corrective action has been taken.

one of the functions of the Document History file
is to ensure that documents are not reprocessed.

in this regard monthly reports are produced bu<':
they were not being used. The Auditor-General s
Office suggested that the report content be reviewed
to make it suitable for user reguirements.

COMMENT
A revised report has been released to Regions.

the cross reference f£ile between DAIS account
codes and Department of Finance charge codgs was
out of date. This resulted in the production of
a Finance summary of payments with incorrect
Appropriation charge codes necessitating manual
corrections.

COMMENT

A complete revision of the Central Office DAIS
Accounts Codes has been finalised and was released
to Regions on 2 July 1984. ModifiC§t.Lons‘ to
Department of Finance Charge Codes is an ongoing
task within the normal financial administration of
the Department. As the Department of Finance
release variations to Charge Codes to Departments,
codes adjustments are effected within DAIS.

Rather than delay the processing of accounts the
authorised officer normally corrects the Finance
Summary of Charges until the new codes have been
incorporated into DAIS.

instances were noted of back-up copies of master
files for offsite storage being taken between 2
updates within a normal processing day. The .
Auditor-General's Office considered the practice
to be inappropriate.

COMMENT

Offsite back-up of master files has been s%_:andardised
within the end-cf-day process and d:.:ta;.ls included
in the DAIS Operations Manual. Regions may elect
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to carry out additional back-ups where for perceived'

local needs it is considered th

at the time
reprocessing in the event of a computer ?:ﬁﬁ:ﬁ in
would be longer than taking the additional copies.

although implementation commenced in 1982 DAIS

as a system had not been formally accepted by users

and 5 of the 13 Systems Accept. i
ance Crite
gee;zslgp:d by Internal Audit granch had nsia
et

COMMENT

The Auditor-General's observati
e long were made in
bz;:;pect.of criteria adopted by the Department};
P Region when the system was originally proposed
implemention. They do not take account of the

evolving nature of DAIS
information needs, and the deparments changing

It is a fact that the s

1 ‘ ystem has been succes
J.mplelpenter.l in a1l Regions and performs the sfully
functions it was designed to da.

staff and users would b ini
in the noelSe oare enefit from further training

COMMENT

Further training will continue to receive

riori
{evei;?y at both Central Office and Regional

166

5

s

3.22

3.23

3.24

- 21 -

CATEGORY D - DEFICIENCIES IN THE CONTROL ENVIRONMENT
FOR COMPUTER PROCESSING GENERALLY WITHIN THE
DEPARTMENT .

The Auditor-~General identified deficiencies in

the area of environmental controls, i.e., Software,
Communication, Operational and Management controls.
The Department acknowledged that there were some
deficiencies at the time of the Audit.

However these deficiencies were not considered to

be critical to overall security and did not jeopardise
fundamental system integrity. The Department’s
philosophy on distribution of computer processing

to its Regions prevented Audit from applying their
expectations for controls applicable to a highly
centralised network.

The specific issues reported by the Auditor-General
in this area were:

(a) Controls over software systems development,
implementation, modification and review were
considered to be inadequate in that there
were no:

. current standards in use for testing or
implementing changes to software

. procedures for peer review of completed
work or for an independent check of
modifications effected by the Systems
software Section prior to implementation
of the changes

. formal procedures in operation for the
initiation and approval of software change
requests, and

. formal procedures requiring cost benefit
analyses to be performed for new software
proposals.

COMMENT

Pollowing acquisition approval in January 1981,
machines were delivered to the Department in July
1981. During the period 1981/82 the Systems and

ADP group faced severe staff shortages through its
Central Office move from Melbourne to Canberra.
Although it undertook urgent recruitment action it
was faced with the implementation of major
applications on the new network to enable termination
of expensive bureaux services by July 1982,
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Extreme pressures were placed on goftware
support groups to provide immediate services
to application programmer groups engaged on
conversion projects.

To a large extent software acquisition, changes,
and testing formed an integral part of meeting
the needs of known conversion tasks.

In a highly decentralised network, changes to
both communications and operational software
must by necessity be highly responsive to the
specific application needs. This requirement
was exacerbated by

. the minimal timeframe in which to develop
appropriate operating standards which would
stand-up under high demand times

. the added impact of the steep learning curve
associated with the new network and problems
associated with the lack of familiarity with
the new sgystem.

Controls appropriate to the clrcumstances were in
place and achievements to date are indicative of
their effectiveness. Daily problem coordination
proved effective in monitoring changes and
corrections to the network.

These emergency activities progressively gave way
to establishing and formalising normal procedures
as the conversion workload dissipated.

. Procedures for facility development and
change control have been developed and
agreed by Internal Audit. Development
and review of control procedures will
continue to bhe guided by the Software
Standards. Committee,

. A software Standards Committee has been
formed which determines standards, procedures
and procedural controls. to be observed in
such areas as
- software acquisition and implementation
- software change control
- development standards and language usage

- documentation..
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B It has been long-standing Departmental
policy that software and equipment acquisition
proposals should be accompanied by an
analysis of costs and benefits,

Operational Controls.

Controls to ensure the adequacy of remedial
procedures in the event of hardware failure
were considered not adequate at the time of
audit. It was noted that there was no evidence
of a contingency plan for an alternative
processing site in the event of a major
prolonged breakdown of the computer at the
Central Office.

CoMMENT

The Department does not accept that this is a
major risk area. While there is no definitive
contingency plan for “backing-up® the central
computing facilities, the impact of failure
of the central site on the Department's
operations is assessed as minimal because:

. time critical accounting and payroll
functions are performed at Regional
computing sites. Each of the seven
Regional sites are capable of backup to
the others

. backup procedures for Regional sites have
been in place since implementation of the
network

. the Department has access to both public
sector and commercial bureaux for processing
technical computing programs important to
the delivery of its Works Programs.

Overall the provision of more elaborate back-
up arrangements would be very expensive and
difficult to justify when account is taken of
the low risks involved. Nonetheless, the
Department has initiated a detailed analysis
to quantify the risks and the costs/feasibility
of alternative contingency scenarios.

In regard to the matter of Regional back-up
arrangements the Auditor noted late in 1983
that the New South Wales Region had tested
the Central Office facility for purposes of a
back-up to the Region's own facility. Those
tests had failed and, at the time of the
audit, no further tests had been carried out
to establish the suitability of the Central
office facility as a viable back-up.
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COMMENT

Since the time of the audit the Regional Test
Facility in Central Office (a duplication of
a Regional facility) has been sucessfully
tested as a back-up of the NSW Region's
operation. Successful backups have been
performed in two other Regions with full
raecovery to an alternate site in less than 24
hours.

Notwithstanding the fact that the Regional
Teat Facility is used as the first point of
Regional computer back-up, at the time of the
Audit the unsuccessful test is not considered
of concern because:

In the évent of failure on Regicnal
Computers there are straightforward low
cost and low risk options due to:

(1) use of the Regional Test Facility in
Central Office as prescribed above

(2

~—

back-up files and data tapes can be
transferred to the central site or

any other Regional asite for processing
by air freight

(3) back-up files and data tapes can be
taken to any local commercial bureau
or IBM Australia Ltd facilities
operating IBM compatible equipment

- program load modules are backed
up in Central Office in the event
of unavailabkility at-Regional
sites.

« Data preparation entry facilities in
Regions are separate to the main computers
(except in Queensland which has alternative
backup arrangements} so equipment faillures
in this area can be overcome by using
other Regions to undertake data preparation
or by the use of commercial facilities.

The data can then be processed by the
originating Region.

. Regional facilities could be unavailable
for several days with minimum impact

- manual back-up procedures exist for
the payment of wages employees in the
event of eguipment failure.

. Full system backup tapes are retained off-
site.
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(d4) The Auditor-General noted that:

. although file back-up on the Central
Office computer was being carried out and
the resulting tapes kept for 12 months
there were no formal procedures relating
to these operations;:

. there were no formal procedures for the
transfer of tapes to and from back-up
locations in the ACT Region:

. there were no concise current instructions
in the ACT Region for procedures to be
followed when programs abnormally terminated
or when equipment malfunctioned;

‘. notwithstanding the introduction of a new
PABX system there was no back-up to the
communication lines for access from the
Regions to.the Central Office computer.
Documentation for proposed backup procedures
was not available; and

. procedures for shut-down of the computer
and evacuation of the computer room in
case of emergency were not included in
the Operations Manual.

COMMENTS

The Department acknowledges that procedures
have not been well documented in this area.

The existence of back-up data and the ability
to recover from failure ohviated the need for
initial substantial documentation in this area.

Significant progress in the area of procedural
controls and doqumentation has been made.
Documented procedural guidelines and controls
are. now in place in many areas identified by
the Auditor=General.

‘Back~up. {Alternate Voice Data) communication
lines.are in operation and existed at the
time of. the Audiit. While Telecom has been
unable to rectify faults in the System to
have it perform as designed to the Department's

+ satisfaction, the lines have been tested.
sucqessfully but do not provide reliable back-up.
A consultant has been engaged to recommend
alternative network communications structures
to meet current and longer' term computing needs.
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(e) Controls to ensure efficient utilisation of

computer resources were also considered to be
inadequate at the time of audit in that:

. changes to the software or hardware
configuration were neither documented nor
formally approved

. there appeared to be no formal procedures
to ensure users were barred from access
to the system once they left a particular
job or the Department

. no specific access control procedures
existed to safeguard and monitor access
to powerful system software aids by
software personnel. fThis could result in
DAIS master f£iles being amended without
the DAIS Project Officer being aware of
the changes.

. the computer operating system took half
an hour to disconnect a terminal that was
left unattended but logged on to the
computer' system.

COMMENT

The Department has implemented control
brocedures which include approval and
documentation to cover change control and
deregistration of users when they have
completed authorised tasks. Privileged
access to software aids has been restricted
to authorised officers.

Potential abuse of privileged positions can be
partially obviated by pre-employment character
checks, adequate audit trails and regular
audit. to detect breaches of trust.

The time limit for automatic disconnéction of
unattended terminal devices is a question of
judgement. The Department believes that it
is dependent on individual application
requirements and while 30 minutes is the"
general system default option, the time limit
on more sensitive data holdings is 10 minutes.

In such high risk application areas manual

supervision controls are the only effective
means of restricting unauthorised access to
unattended terminals. '
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'Read Only' access is availabe to NDAIS held
information which by design is available to a
broad spectrum of Departmental officers.

This is in line with the philosophy of
information on elient projects being available
to multi~dicipline administrative units.

The reliability of the computer equipment was
considered to be adversely affected by:

. the exlstence of an ongoing airconditioning
problem affecting the Central 0Office
computer site

. the computer system log was not used to
identify system or equipment malfunctions,
to verify preventative maintenance cycles
or to assess machine utilisation

. a formal contract for hardware maintenance
wag not sighted by this Office although
maintenance was heing carried out.

COMMENT

It is the Department's considered view that
the performance and reliability of the computer
equipment at the central site has not been
adversely affected by the environment. Since
its installation, central site availability
has been very good and certainly no less than
could be expected of a new network of its
magnitude.

It is a fact that the Department has had
major difficulties with the air conditioning
in both the main tower and the computer annex
of the building. The building is leased from
AMP Co. Ltd and both the Department and the
Department of Administrative Services have
had continual representations to the building
owners concerning the guality of the air
conditioning.

Upgrades to the air-conditioning are currently
in hand to provide a high degrese of independence
from the rented building system.

System and equipment malfunctions are logged
manually from the console by the computer
operators. and actioned immediately. The
system log provides an audit trail of the
malfunctions and other activity on the
computer.
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Thus while the Department does not use the

IBM 3033 system logs on a periodic basis it
makes use of the logs for system performance
monitoring. As the maintenance, both
preventative and corrective, to hardware is

a responsibility of the supplier, IBM Australia
Ltd. use the logs to schedule maintenance.

The Department does not believe that these
arrangements have in any way affected the
performance or reliability of the equipment.

The absence of formalised administrative
policies and procedures relating to data
responsibility, data security, data privacy
and contingency processing.

COMMENT

The Departmental Computing Security Committee
has been formally approved by the Deputy
Secretary and comprises

. Director of Computer Operations;

. Senior Inspector Systems Victoria/Tasmania
Region:

. Manager Commercial Applications;
. Facilities Planning Manager;

. Departmental Security Officer;

. the Operations Manager:

. Executive Officer (Finance), and

. the Senior Programmer (Security and
Control).

Terms of Reference and membership have been
approved and the Committee meets regularly.

The Committee is responsible for Departmental
policies and guidelines based on the security
guidelines issued by Public Service Board.
Specific issues such as Administrative Policies
and Procedures dealing with Data Security and
Data Privacy on the network as identified by
the Auditor-General are currently under
consideration.
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In response to this point the Department has

distributed completed chapters of the Departmental

Computing Security guidelines within the
Department for comment.

The audit disclosed weaknesses in controls
over physical security in that there was:

. an accumulation of paper in the Central
Office computer area which was considered
to be a fire hazard

. no formal policy or procedure for computer
tape maintenance, and

. no log of access to the computer room.
The door to the Central Office computer
room was not locked.

1t was noted that terminals were delivered
directly to the Region in which they were to
be installed and there appeared to be no
formal procedures to ensure they were recorded
on the system hardware list. Terminals were
not recorded in the asset register. This
Office also observed that the overall problem
of Regional computer security had not been
addressed.

COMMENT

The Department acknowledges that its computer
room physical security was inadequate and
action has been taken to remedy the areas of
concern identified by the Auditor-General.

Procedures have also been implemented to take
adequate care of terminals being delivered to
Regions and. to register such acquisitions.

The question of specific sacurity concerns in
the Regions has been included in the charter
of the Departmental ADP Security guidelines
referred to in (g) above.

The audit disclosed weaknesses in communication.
controls in that:

(1) . there were no formal change control
procedures controlling amendments to
the communication network and software

(it} no back-up communication lines were
available at the time of audit

(iii) formal evaluation had not been completed
on assessing the effect of environmental
disasters or equipment failures on
the communication network, and
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{(iv}) comprehensive documentation was hot
available for error handling, fault
reporting and system restart recovery.

COMMENT

Points (i), (ii) and (iii) have been addressed
under (a), (d) and (b) above respectively.

Comprehensive documentation for error handling,
fault reporting and system restart recovery
have now been produced and included in
appropriate procedural manuals.

The Access Control Logging and Reporting
System, while recording access to the Region's
system by Central Office personnel, did not
inhibit such access. As there is no way to
determine locally whether the access is
authorised or not, this aspect was considered
by Audit to constitute a breakdown in security.

COMMENT

The Access Control Logging and Reporting
System simply provides the access audit
trail. The Operating System (DOS) security
determines whether terminal users can have
access to data files and whether this access
is "read only" or whethér the data can be
changed.

The Department's policy is that all officers

should have access to financial performance

and progress data on projects in "read only"

mode to encourage active involvement and

commitment to achieve project delivery timetables.
Such an approval is essential if the benefits

of the project management system adopted by

the Department for the delivery of the Government's
work programs are to be realised.

The Department does not agree that broad
“read only" access constitutes a security
risk.

Back-up arrangements were considered to be

inadequate in that offsite storage was used
for back-up master files but not for copies
of load module production programs.

COMMENT

The Department does not agree that back-up
arrangements or offsite storage of load module
production programs in Regions was inadeguate.
Load modules of all production programs on
Regional computers are and have always been
backed up off-site centrally through the 3033
computer.

176

3.26

- 31 -

It should be noted that the Department had no
in-house expertise in the area of environmental
controls, at the time of the move from leased
commerxcial bureaux facilities to the IBM equipment.
The bureaux previously provided the total processing
environment and associated controls. Moreover,

all of the Department's software and operations
staff were fully engaged in making the IBM facility
available for use by the DAIS implementation

date. Nevertheless some particular aspects of
security .and control were identified and action
taken to purchase software to secure system files
(RACF - Resource Access Control Facility) and to
control backup and archiving (HSM - Hierarchical
Storage Manager). Since that time {(mid 1982)

staff have been developed to review and implement
environmental controls. Significant progress

has been made in addressing environmental controls
since ‘the Audit.

Activity undertaken to remedy deficiencies identified
by the Audit.

The Auditor-General reports that the Department
had taken a number of initiatives since the audit
to improve the processing environment and to
overcome identified deficiencies.

The more significant of these measures are outlined
below,

(a) The Departmental Computing Security Committee
has been approved by the Deputy Secretary,
K.J. Rodda. Terms of Reference and membership
have been approved and the Committee meets
regularly.

The Committee is responsible for Departmental
policies and guidelines based on the security
guidelines issued by the Public Service Board.
Specific issues identified by the auditor-General
such as Administrative Policies and Procedures
for Data Security and Data Privacy on the

network as are herein addressed.

Completed chapters of the Departmental Computing
Security guidelines have been distributed.

(b) A Software Standards Committee has also been
formed which determines standards, procedures
and procedural controls to be observed in
such areas as
- software acquisition and implementation

~ software change control
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- development standards and language usage
- documentation.. ’

(¢) A review has been conducted to assess the
adequacy of environmental controls against
the Public Service Board guidelines and an
action plan is in hand. .

(d) The Department has recently concluded a
consultancy that reviewed Capacity Management.
This review addressed aspects of environmental
control, although for the most part, this
exercise looked at the quality of the computing
facility rather than the specific points raised
by the Auditor-General's oOfficers.

Major environmental control issues: that were
specifically addressed in the consultancy were:

- throughput analysis

- major control initiatives in the area of
disk management including archival and
backup facilities

- review of facility usage and capacity to
service computing requirements.

A further consultancy is underway to review the
network configuration, including hardware and
communication backup.

Increasing numbers of ADP staff are being deployed
to undertake environmental control. activities,
Some staff now deal almost exclusively with
security and control issues such as user access

registration, authorisation procedures and consequent

access. control. Every effort is being made to
progressively improve the level of environmental
control. The priority is second only to keeping
the computing facilities available. Not all
deficiencies identified have been dealt with
completely.

The Department is being realistic and sensible in
developing controls. Rather than develop non-cost
effective or short term expedient remedies, it is
approaching the problems. in a methodical way to
ensure that adequate and appropriate controls are
developed.
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For example, deficiencies in Change Control were
identified in a number of areas (applications,
system software and communications). The approach
taken here was to have a consultant develop an
integrated set of control procedures for all
areas.

In the meantime, existing procedures were
reviewed and interim adjustments made. This
included a major effort at raising awareness
among staff of the requirement for adherence to
vigorous change control procedures.

Whilst acknowledging that all aspects of requisite
environmental controls are not yet in place, all
deficiencies of significance have been addressed
and will be resolved within a reasonable timeframe.

Nevertheless, the Department believes that, for all
practical purposes, the risks and exposures are
belng contained at an acceptable level and that

the present standard of environmental control is
commensurate with the requirements of systems on
the network.
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CATEGORY E; DEFICIENCIES IN COMPUTER SYSTEMS
DEVELOPMENT PROCESSES GENERALLY WITHIN THE
DEPARTMENT

The Auditor-General reports that at the time of
the audit there were several areas in which
computer systems development processes within the
Department needed review or improvement. The
particular areas mentioned were:

(a) The absence of formally approved work plans

to ensure adequate consideration of the total
projected resource regquirements for the
strategic planning process.

COMMENT

At the time of audit the Department's strategic
planning processes involved:

. the preparation of an annual strategic
plan subject to Ministerial endorsement

. senior management involvement in the
direction and allocation of computing
resources via the then Computer Policy
Committee (Chaired by the Deputy Secretary)

. a tiered delegation system for prior approval
of resource commitment for development of
new computer applications.

The strategic planning process has been revised
for 1984/85 and with the agreement of the

Public Service Board represents a quite

radical departure from traditional ADP strategic
plans. The Department's strategic plan is

now structured around

. a statement of computing objectives

. the enunciation of broad planning principles
and tactical plans, and

. detailed forward work programs for all
facets of computing activity.

Porward works programs for 1984/85 have been
submitted to the Secretary and the members of

his Executive (Computing) Committee (which has
replaced the Computer Policy Committee) comprises:

1s0
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. Secretary;

. Deputy Secretaries A and B;

. First Assistant Secretary (Management);

« Directors Victoria/Tasmania and Queensland:

« First Assistant Secretary (Resources and
Computing); and

. Agsistant Secretary {Computing Systems).

The Department also has in train the preparation
of a 3 year rolling forward work program for
development of new applications which will come
into effect in 1985/86.

The lack of assurance to Regional staff that
when Central Office programmers accessed
production files to make changes, only the
requested changes were made. The Auditor-
General noted that:

» Central Office used a software facility
known as. the General Amendment Program
{(GAP) to enable changes to be made to
master files including those relating to
Regional data

. alterations to Regional files were made
in response to requests for changes from
the Region

. however, Regional staff had no ready
agsurance that only those records that
were requested to be amended were amended
when the GAP was executed by Central
Office applications programming staff.

COMMENT

The Department has advised the Auditor-General's
Office that:

. GAP produces before and after images of
the records it amends and, by examining
before and after file dumps, Regions can
gain assurance that amendments have been
made correctly and that additional changes

" have not been made to master files.
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In addition, assurances that no other records
have been changed is covered by the fact that
no GAP run can take place on Regional master
files without the Regicnal staff starting the
run. Staff are then readily able to determine
when (&r indeed if) a GAP program is to be
run, and can check the resultant changes on

only the desired changes have been made.
A 'Project Pinancial Inquiry facility has also

beén made available which énables Regions to
interrogate master files at any time.

If responsé to a recommendation from the 'Auditor-
General's Office, and as the requirement to

dump master f£iles and manually-compare them

is cumbersome, the Department has developed
master file comparison programs to- reduce the

checking facilities for this and other control
needs. Thege facilities are fear completion.

Weaknesses in data integrity controls relating
to data base systems covering:

- lack of formal procedures for the notification
of data base changes

~ a need for a Departmental review of future
information requirements.

COMMENT

At the time of the audit there werxe no production
data base systems in place.

Since the audit the Department has introduced
its first Data Base system and this is used
for processing of First Home Owners Scheme
(FHOS) applications. Data base program
control and other administrative procedures
have been introduced with this system.

A consultancy project is underway to conduct
an analysis of the Department's information
requirements as a basis for developing its
long term computing needs. This consultancy
is planned for completion in 1984. See
section 4 for details.,

ADP staff and users in the SA/NT Region would
benefit from further training in the use of
DAXS: and the Central Office Systems and ADP
B8ranch was relying on an informal chart of
training/retraining of ADP personnel which
had not been scheduled or approved.
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COMMENT

The Department acknowledged to the Auditor-General's
Office that further training would he desirable

for DAIS and there is an on~going program to train
appropriate staff in the Ragion.

The Department has always had a firm commitment
to ADP specialist training and viewas with
concern any implication that it does not
provide adequately the means by which its
computer "professionals” can receive exposure
and training to keep them up to date - whether
this be by a formal published program or by
leas integrated but nonetheless effective
approaches.

With the development of detailed forward work
programs, as outlined in (a) above, a training
program is submitted to the Secretary and the
members of his Executive (Computing) Committes.
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: THE STRATEGY ADOPTED BY THE DEPARTMENT IN
RECTIFYING THE DEFICIENCIES IDENTIFIED BY
THE AUDITOR-GENERAL

The Auditor-~General's Office reports on the audit of
DAIS and the computer environment controls have been
reviewed by the Department's Audit Committee. This

Committee is an Executive Committee with membership

as follows:

Mr A.S. Blunn Secretary

Mr K.J. Rodda Deputy Secretary

Mr M. Roger FAS (Management)

Mr R. Egan FAS (Housing Policy)
Mr R. Roennfeldt Director, ACT Region

The Committee is supported by the heads of the Internal
Audit Branch and the Central Office Finance Branch.

The Department adopted a two pronged approach to
addressing the matters outlined in the Auditor-General's
Report

(a) a short term objective of ensuring that the
identified deficiencies are remedied urgently

(b) a long term objective of ensuring that the
Department's internal practices and procedures
are amended so that the same deficiencies do not
recur.

Task Force

4.2

As part of the short term strategy, a Task Force was
established in order to expedite the task of remedying
the deficiencies identified in DAIS and the comptuer
environment controls. Membership of the Task Force

is as follows:

Mr B. Wingrove
Mr D. Parry
Mr K. Vaughan

Financial Services Branch, NSW Region
DAIS Project Officer, Central Office
ADP Systems Support Group, Central Office

The Task Force reports to a senior level Steering Committee
comprising:

Mr K.J. Rodda
Mr M. Roger
Mr D.A. Cook
Mr K. Sweet

Deputy Secretary

FAS (Management)

FAS (Resources & Computing)
Director, NSW Region
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The terms of reference for the Task Force are as follows:

(a) Check and report upon the progress
to date in rectifying the deficiencies
in DAIS and in the ADP environment that
were identified by the Auditor-General.

(b

-~

Report upon the:

(i) shortcomings identified by
Directors in the scope and
the facilities of DAIS

(ii) problems identified by Directors
in the way that DAIS is

managed and operated as a
Departmental network.

(iii) facilities required in order to
implement the Government's
recent initiatives in the area
of Budget reform and improved
financial management..

(c) Recommend to the Steering Committee chaired
by Deputy Secretary (A) a plan of action for
expeditiously implementing within the relevant
Central Office Divisions and within Regions
the reguirements identified in (a) and (b) above,
giving priority to (a).

(d) Report to the Steering Committee chaired by
Deputy Secretary (A) on progress in implementing
the approved plan of action.

The Task Force has already reported to the Steering
Committee on items (a) and (b) (i) above, and is expected
to report on item (c) by the end of July.

The Task Force has been able to report considerable progress
in remedying the deficiencies in DAIS and in the ADP
environment. However, the Department does have problems

in resourcing some of the more intractible problem areas
identified by the Auditor-General, and it will take many
months to resolve these matters satisfactorily.

4.7

the Digtributed Processing Strategy

At the same time that the Auditor~General's report was
being prepared, the Department was receiving from

a consultant (Coopers and Lybrand) a report entitled
"Development of a Departmental Policy on Distributed
Processing".
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4.8

4.10

This congultant report also identified the need to
conduct a Departmental Information Review as pointed

out by the Auditor-General.

This need has been

incorporated into the ADP Strategic Plan and the

Forward Work Plan for 1985.

Action is now underway

to let a contract for the Information Analysis Project
(which will be the Departmental Information Review).

The Steering Committee is:

Mr L. Boord
Dr R. Hawkins
Mr G. Clark

Director (SA/NT)
FAS (Industry Policy)
Manager (Commercial Applications)

The Terms of Reference for the consultancy are:

In conjunction with Departmental staff the consultant

will:
()

(iii)

identify and document the information requirements
to support the management functions of the

areas of the Department concerned with works
programming, Departmental accounting, resource
management and project control.

Identify and document the operational and management
data required for effective functioning

of the areas of the Department specified

in (i) above. This will include a review

of the following existing applications and
identification of associated, but unsatisfied,
requirements:

. Departmental Accounting Information System

. Building Cost Information (including Cost
Index) System;

. Manpower Administration and Control System;

.« Resource Management System:

. Assets Control System;

. Works Programming System; and

+« Wages.

Identify and document data in the following terms:

.« origin;

. areas of usage (application and organisation
function);

. responsibility for creation and modification:

« level of security required;

. type of usage, e.g. operational management
decision making;

. how currently held (i.e., in what form); and

. where held.
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(iv) Construct a diagrammatic data model which shows

interaction and relationship of data required
for the areas of concern specified in (i) above.

pefine or recommend appropriate application
system boundaries in terms of functional
requirements that are consistent with the
Department's strategy

(v

(vi) Assess the extent to which existing application

system boundaries overlap in texms of functional
requirements. Recommend action for extension,
amendment or redevelopment of those systems

such that user requirements are met.

(vii) Propose a strategy for implementing actions

recommended bearing in mind the Department's
applications strategy. The strategy should
include formulation of relative priorities for
development and how systems will operate in
the network environment.

Immediate Response to the Auditor-General's Office reports

4.11

In order to meet the short term objective of addressing

the specific deficiencies outlined by the Auditor-General's
office reports, several immediate actions were taken that
included:

- the development of a reporting procedure
to identify individual items from the
Auditor-General's report, then record
periodically the action taken on those
identified matters

-~ the incorporation of certain matters in a simple

post. implementation study of DAIS that was underway

- the injtiation of action to prepare the data
base area for a more production criented role

- the identification of a need for a common program
library system.

post~Implementation Review of DAIS

4.12

The Department had initiated action to carry out a simple
post-implementation study of DAIS following the

Auditor-General's review.

The terms of reference of

this study were as follows:

Investigate and analyse the following aspects of the
DAIS ADP System

- computer-readible data holdings - format and strategy

- ADP System processing strategy - run strategy
- ugsage of hardware
and software
resources
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- methodoligies of access to DAIS data resources
by Regional and CO staff
- measure for security of machine-readible data.

B Identify and document all significant areas of
inefficiency.

. Propose a detailed plan of action (with estimated
costs) to

- remedy inefficiencies found

- provide for more efficient access to the
DAIS data resources by Central and Regional
Offices.

As a result of the Auditor-General's Office findings
regarding data integrity and the data base cell, action
was taken to ensure that the data base cell reflected

a more production oriented outlook rather than a planning
oriented one. Action was taken to:

- define administrative responsibilities

- increase staff

- formalise procedures

- undertake a post-implementation review of
the computer environment controls

The data base cell's reporting lines were changed
to ensure that the Principal Executive Officer
(Data Base) reported to the Manager (Commercial .
Applications) rather than the Planning Manager.
This ensured that in resource conflict situations
production needs became paramount

The staff in the area was increased immediately and
plans are in hand.for further increases to ensure
that the area is adequately staffed. Consultants
have also been utilised to meek urgent needs.

Effort has been devoted to establishing formal
procedures for data base design, change control,
relations with external Departments and assistance
to all users. This exercise includes the development
of appropriate documentation

"Post Implementation Review" of the Department's
use of Cullinet products was conducted. This was
done in order to place known tasks in an overall
plan and to identify other tasks required for
controlled and effective use of those products.
Congultants were used to assist in implementing
identified tasks.
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The known tasks are:

develop change control procedures for‘shifting
applications between test and production IDMS

systems

. identify methods for charging IDMS users.that
£it within the requirements of the Capacity

. develop operator procedures and training

. selection and application of appropriate

technical fixes

. review compilation and library control procedures
relating to database.

A study was conducted into the provision of a single
program library control system in Central Office that
would gatisfy the needs of all users not just DAIS
users. This study incorporated the deficiencies
identified by the Auditor~General.

16 JULY 1984
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JOINT COMMITTEE OF PUBLIC ACCOUNTE
INQUIRY INTO THE AUDITOR~GENERAL'S
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SUBMISSION BY THE DEPARTMENT OF

IMMIGRATION AND ETINIC AFFAIRS

CANBERRA
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PREFACE

The Department of Immigration and Ethnic Affairs submitted
a comprehensive submission to the Joint Committee of
Public Accounts on 6 December 1983 following a request
£rom the Joint Committee of Public Accounts arising from
the Report of the Auditor-General of September 1983 on the
Adult Migrant Education Program.

Part A of this submission is a revised and updated version
of part ¢f the submission of 6 December 1983.

In additien to the review arrangements explained in this
submission, the Government has decided that there should
be a review of the AMEP in late 1984. The Department is
now planning the arrangements for that review.
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PART A - STATEMENT OF POLICY ARRANGEMENYS AND ACHIEVEMENTS
INTRODUCLION

fhe Government's policy is that all adults who do nhot
speak English adequately for their nceds must have the
opportunity to learn English, This policy is implewented
by means of the Adult Migrant Education Program (which
commenced in 1947).

2 The Adult Migrant Education Program (RMEP) is
therefore a key component of those Commonwealth policies
aimed at facilitating and concouraging the effective
orientation to and settlement of migrants within the
Australian society. Because of its close contact with cthe
migrant community, and its responsibility for the full
rang® of post-arrival services, DIEA is able to identify
and respond to the language needs of adult migrants, and
to ensure that those needs are met as part of an
integrated package of settlement services.

3 The broad objectives of the Program are to provide:

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

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

4 The Department of Immigration and Bthnic aAffalirs
(DIEA) implements and advises on policy, arranges Program
activities, funds those activities from moneys
appropriated by Parliament £6r the purpose of adult
migrant education in Australia, and co-ordinates the
overall Program. Bach State and Territory has established
an Adult Migrant Bducation Service to conduct courses
funded by the Commonwealth through the Adult Migrant
Education Program. The Comionwealtl also funds some
tertiary education institutions to. provide courses within
the Program.

5 the DIEA does not provide teaching programsi its
role is essentially an arranging and co-ordinating one.
The Commonwealth has two options: to provide its own
English teaching service or to use the existing
educational structures for the delivery of its program.
Using State education and tertiary educational facilities
weans that the Commonwealth is spared the considerable
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cost of establishing a separate service delivery
infrastructure. However that benefit imposes limitations
on the extent to which the Commonwealth can expect those
organisations to adjust their management practices and
systems to accord with Commonwealth requirements.

LEGISLATIVE BASIS

6 The legislative basis for the AMEP is provided by
the Immigration (Education) Act 1971. The Minister for
Immigration and Ethnic Affairs is responsible for
implementing the legislation as it applies to adults.

7 The Act enpowers the Minister to make arrangements
for courses in the English language and for ‘courses
designed to impart an understanding of the rights and
duties of an Australian citizen and of the way of living
of the Australian people'. Those courses may be provided
outside Australia for intending immigrants or may be

provided in Australia for persons who came to Australia as

immigrants.

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

PROGRAM EMPHASIS

9 The Program arrangements are made within an overall
philosophy and set of administrative arrangements which
recognise the distinctive needs of adult learners; which
emphasise English 1anguage learning in real life
situations; and which encourage self-help by assisting
people to learn English from their environment and from,
materials prepared for individualised learning.

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

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

13 Learning arrangements within the AMEP take
particular account of the following:

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

(ii) providing a variety of learning arrangements,
including formal courses, distance learning
courses, courses in the work place, the Home Tutor
Scheme, and individualised learning arrangements;

(iii) the active involvement of students in the chcice of
learning options; and

{iv) students accepting responsibility for their own
learning.

PROGRAM STRATEGY

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

15 The Program provides:

(i) Orientation courses for new arrivals, delivered by
Bilingual Information Officers;

(ii) courses for newly arrived migrants from non—Engl%sh
speaking backgrounds and with limited or no English
to assist them in gaining basic survival
proficiency. People attending these courses are
eligible for a living allowance; and

(iii) a range of other learning opportunitieg that
provide further courses for recent arrivals as well
as courses and other activities directed to the
needs of earlier arrivals. People attenqing these
courses full time are eligible for a living
allowance.
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PROCRAM MANAGEMENT

16

The Department places considerable emphasis on

ensuring thag its management, co-ordination and innovation
role is carried out in an effective manner. The following
exemplify this:

(i)

(i1)

(iii)

a Joint Commonwealth/State Committee on the AMEP
has. been established to provide effective support
for the development of national arrangements to
make the best use of available funds;

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

(a) agreements being negotiated with the States
and Northern Territory (Details of precgress
are given at paragraphs 21-24 below.),

(b) a national triennial plan for the AMEP,
{c} the AMEP handbook,

(@) Annual Guidelines which are to apply from
1984/85. 1In this context increasing emphasis
is being placed on detailed objective setting
and evaluation. A secies of consultations
have taken place over the last year wiih the
States and tertiary institutions providing
AMEP' courses, to assist in the preparation of
the guidelines so as to meet the needs of both
DIEA and participating bodies. Although much
progress has been made it should be aocted that
the AMEP is a complex Program; there are rany
issues.which by their very nature are
evolutionary and which will need to be worked
through year by vear. The consultative
arrangements and strategies devised by DIEA
are achieving valuable results to this end,

(e} the development of a nationally agreed format
for the preparation and menitoring of annual
funding plans and expenditure. This is now in
its final stages of implementation., It
provides a means for ensuring that
accountability requirements are met, while, at
the same time, assisting the management of the
Program generally; and

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

ADMINISTRATIVE ARRANGEMENTS

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

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

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

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

21 Preliminary discussions were held with NSW in 1981
to identify issues which needed to be addressed in the new
Commonwealth/State agreement. These discussions were
folloved by the preparation of a draft agreement in
consultation with the various Commonwealth agencies having
an interest in the document, viz, Attorney~General's
Department, Department of Finance, and Department of the
Prime Minister and Cabinet.

22 Following detailed consultation between
Commonwealth and State officers over the 1982/83 and
1983/84 financial years all States {except Qld) and the
Northern Territory have given "in principle™ agreement to
the final draft of the agreement.

23 Queensland is still considering its- position and
officer level discussions are continuing. Difficulties in
Queensland relate to the degree of autonomy it seeks in
operating the Program. Queensland officers have agreed to
intensive discussions during July 1984 with a view to
finalising outstanding matters by mid-August 1984.
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24 The Minister for Immigration and Ethnic Affairs has
written to all State Ministers seeking their participation
in a signing ceremony to conclude the acceptance of the
agreement.

FINANCIAL ARRANGEMENTS

25 Funds for the Adult Migrant Education Program are
sought in the context of the Commouwealth Budget. The
development of the estimates has regard to the various
components of the program and the number of non-English
speaking migrants and refuyees expected to arrive during
the course of the year.

26 State Adult Migrant Education Services provide
plans of expenditure, based on guidelines issued by the
Commonw=alth and their knowledge of the needs of migrants.

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

28 Tertiary education institutions conducting courses
as part of the Adult Migrant Educaticn Program are also
regvired to provide expenditure plans.

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

30 Consultations are held with each State/Territory
ard tertiary institution providing AMEP courses following
the Budget, to f£inalise annual funding allocations. These
allorations are then notified to the States and tertiary
institutions in writing.

31 The cost of providing Bilingual Information
Officers, AMEP Living Allowances, utility and other
support services, is paid directly by the bepartment of
Immigration and Ethnic Affairs. Payments are made to
individuals in the case of Bilingual Information Officers
and in the case of AMEP Living Allowances.

CONSULTATIVE, REVIEW AND EVALUATION' ARRANGEMENTS
Consultative Arrangements

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

(1) at the national level the Joint Commonwealth/States

Committee (JCSC) on the AMEP deals with
administrative and professional matters. The
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Committcs advises the Minister for Immigratiop and
Lthnic X irs and, through State representatives,

relevant j3tave Departments and Ministers as
reguired on:

(a) administrative aspects of the AMEP, including:

. financial management, accounting and
control matters,

B the development and maintenance of a
system of managerially-oriented data to
be collected on a uniform basis, and

. promotion of AMEF course offerings to
target groups,

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

B Commonwealth Government decisiops and
policy for adult migrant education, and

. an analysis of client needs and AMEP
capacity/scope to meet these needS‘basgd
on an assessment of the outcomes of AMEP
research and evaluation,

(c) the development of the AMEP including:

. adoption and implementation of an agreed
approach to adult ESL learning,

. the structure and implementation of
learning arrangements,

. the development and provision of
teaching/learning materials, and

. teacher development,

at the State level, Commonwealth/State Consultative
Committees on ithe AHEP operate in most States.
Through these committees the Commonwealth and the
States consult on State program arrangements and
the most effective ways of meeting AME!

objectives; and
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Review

33

(i)

(ii)

i1

the consideration of issues at the n tional level
is assisted by sub-commjttecs or working parties
Sel up by the JCSC, Whe Professional Davelopnent
Sub~Coimnititee plays a key role through ita
conzideration of matters such as materials and
teacher development. Another working party is
considering the specialized and important arca of

the

assessment of language proficiency and language

gains.

and kvaluation Arrangements

Review and evaluation of the Program proceeds along
a number of integrated paths:

MMED Research and Evalnation Program

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

Information Systems

Considerable progress has been made towards
the Yimplementation of a comprehensive
infdrmation system for the AMEP. (ork to date
includes identifjcation and definjition of
information reqgairements concerning students,
teachers, courses, accommodation and
educational equirment. Extensive consultation
has been cariiod out with State/Territory
authorities and tertiary institutions involved
in the AMEP tor the identification of system
inplementation options. The initial phases of
the system have heen implemented in NSW and
Victoria and are expected to commence in all
other State/Territories {except Q1d) by
September 1984.

Paralle). to the national information system
project, a detailed review ang redesign of
information collection procedures and
administrative arrangements has been completed
for the Victorian AMES; arrangements in other
States are at varying stages and are expected
to be completed in early 1984/85. These
projects will ensure that the implementation
of the national system can proceed smoothly.
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storage and distrihution er
AvLaingonents in othor state ing
Ly the allocation of key personnal,

suepport : v
on a cocsfi-recovery bhasis, furom the relevant
State Department.

. Informaticn to flow from the arranqeiienis
Ll s akove will provide a solid hasis for
concinvous review and dovelopment of the AkLY.

34 Honitoring and evaluation srrangements havg becn
set in place in respect of teacher/msterials/curriculum
developnent funded by the Ahn>,

35 Newu approaches are separstely funded underx “p;ogx?m
innovation" on an dunual A condition of funding ia
the requivement that oll sush nev arranyementis zre fully
tested and evalua and that DIEA rec=ives a ropurtAof
each, Suvecessfel innovatiors are then incogporated into
the wain program in subsequent years.

36 As can be seen from the above, corzultation, review
and evaluation are an integr.t part of the program,
asgisting the continving refinement of the ANED.

37 In general terms, review and evaluation in the AGEP
is a means of assessing:

(i} the overall efifectiveness of the Program in meeiting
migrants' English languaase objectives;

{ii) the extent to which individual learners meet their
English languxge cbjectives;

{iii) the extent to wvhich particglar’learuing’
arrangements meet their objectives; and

(iv) vhich types of learning arrangements best meet the
English language needs of different groups.

38 Bvaluation can be (and is) conducted at various
levels:
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(ii)

13

at the Statc or local cankre level, evaluation
apsists in course Rlanuing and allocation of stalf
and xesour: ; it can also help to indicate where
fur er research necdsr to be uadertaken to

maine the best approaches; and

at the State and nationzl level, evaluation of key
elements of the Program piovides the basis foxr
meeting acewuntability requirements and for
planning and providing the most efifective set of
arrangements.

UATOR RECTML BCHIBVEMENTS AND DEVELOPIENTS

38

In recent yeors nuserous important developments

have taken place within tha AMEP to meot the neads of
migrants or to improve the goneral effici 7 3
Frogram. Briafly: e ’ oney of the

(i)

(iv)

on arvival in Australia, non-English~speaking
migrants have an uwrgent need for basic iuformation
about. their nesw environment, The provision of
1ptormation‘in community langueges to newly-arrived
migrants through the Bilingual Information Officer
(BIO) Drogram responds te this need econoatically
and thectively. Sowe 40 full-time and 70

essional BIOS due engaged nationally covering 25
coMivnity lsnguagas;

similarly, those migrants nced to be able to
comunicate in knglish about everyday matters: the
provision of “"survival® English language courses
meets this need. The number of students catered
foF by this arrangement has risen from 3050 in
19Y7/78 to an estimated 18,000 in 1883/84;

consultation with the States and Horthern Territory
across the range of administrative and educational
issucs. is essential for the efficient and effective
runninglof the Program. The establishment of a
national Joint Commonwealth/States Commi

AMEP to deal with both educétional aggu;ttee on the
administrative aspects of the Program is proving
effective in this regard; )

finazgiallar;angements were reviewed and updated:

a national chart of accounts

implemented; standardised expgggitﬁgg ngﬁigﬁsd and
procedures and forms have been developed and
implemented; payment, expenditure reporting and
accountability requirements have heen standardised
Fo provide simple but comprehensive monitoring and
information collection arrangements;

202

i
R

TS e e oy

A‘
A S AR A T S

T ——

v e bt~ e s T
ey =% R %

_

(v}

(vi)

{vii)

{viii)

la

informution abovi Lhe operatione of the AMLY has
been less necadily available than is neccusary for
the etficetive develosm:mt ment of the
Progiim. DILA in con

Yarritories and 3
Trants has developo o compurard
atom for the AP o provice
information shout students, courees wchers, and
teaching facillities and a range of 3 and
manayament data. Initial phascs of the system were
implemented in New Sout i Vickoria on 9
July 1984 pnd are expected to be implemeatsd in all
othex States/rorritorias in early 1984/85. Further
developments and enhznocements of systems are
planned for iwplementotion over tha 1984/85
financial year;

expey
info

53]

knovledye of the extant and nokrre of the rasourc
needled to provide for all mig who unced Lo
improve their Bnglish has peern inadequate. The
devel nt of an Bffective Dewund Modtel is being
undertaken to achieve a better understanding of tho
extent of miyrant English lancuo needs and the
allocaticn o Soux to mect tuese needs. 1t
atterplts to by together the rusulis of research
5, Cansus 1is and other availahlc

int: ation systematically; to allow forccasting of
the dewand fon AMEF services;

for many 'paople in saburban locations, 25 well as
for those in remote areas, formal English langw
courses are not appropriate lecarning anrangemen
The latest insights irto language learning, coupled
vith the experience grnined by tertiary iustitutiong
in recent years in providing distance learning
courses for adult learners, provide the basis for a
viable alternative. Worck on the development of a
new distance learning or correspondence course in
English as a Second Languaye is now well advahced.
A syllabus has been developed, and senior staff
engaged for the project commenced work in April
1884, They will work on the project over the next
12~18 months with a team of writers supported by
artists, specizalists in the presentation of
publications, and slaff who will produce audio
tapes to supplement the written matenial. The
course will provide a close link with the Home
Tukox Schene;

a survey of distance learning arrangements for
second language acquisition, including TV, radio
and other media, in the USA, Canada, UK and Western
Europe was carried out at first hand during 1983
and is providing a sound basis for much of the
planning and development of distance learning
arrangements taking place in 1984;
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(i)

(xiii)

i

determining vhe level of languuge proficiency of
second Jangirage spealiars is an essentinl coamponent
of a plaaned and elkfcctive program of languaye
leamninyg. IR ds a cowplex and difficult issue
which has buoen grasg by the Jojint

Coruns th/States Committee, leading to the
dovelopment of the Australian zond Language
clency Ratings (RSLPR) fioy asszssing language
roficiency. A comgrehensive package including a
sories off videos has heen prepared to train users;

the preparation of wmeterials for atudents and
teachers is curried out on a deventralised Lasis
with teachers at the lecal cen and State level
contributing their skifls and insights to the
davelopment of a range of highly effective
materials. 70 enable these wmaterials to be shared
nationally (thus ue ing the bhenefit to the
stodents on the Progrum and making the most
efifective use of resourcez) a Clearing House for
the aAdult Rigrant Edocation Scrvice (CHAMES) has
becn established., The Clearing House is based in
Adelaide frem where it arranges the exchange of
materials. Flans have been formulated for
enteuding and upgrading the arranyement in 1984/85;

a fundament tenet of the Program is that the
needs of duake will be catered dor. Bowever,
abt the time of the Galbally Roport the nature of
the needs vas little known. The developuent of a
comprehensive research and evaluation program is
now helping the ident

tification of the exztent and
nature of students’ nceds. This is increasingly
providing a sound basis for the adminictration of
the AMEP, and assisting in the planning and design
of arrangements for learning;

there has been a major increase in the numbor of
people for whom the Program provides. Poi example,
the number of enrollees in all courses and learning
programs has grown f£rom 105,035 in 1877/78 to an
estimated 120,000 in 1983/84. There has been an
accompanying increase in the provision of
educational sccommodation;

the guality of teaching in the Proyram is of a
generally high standard., However, the employment
of a preponderance of casual teachers has produced
some drawbucks. For example, staffing has been
less stable than in areas of higher permanency with
the consequent loss of experienced and well
qualified staff. The problem is now being overcome
with a major increase in the proportion of
pericanent teachers chiployed by the Program.
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controel of thedir ing proyxems 45 the basis
for tue successiul establishwens of indiviwaed
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way An Lo allow migrants o pursuys learning
activities indevondenkly and to prastise pirtionlar
skills at times convendent to theaselves.

STRRISTICBL SUIBARY

40
(a}

(b)

Rdult kigrant Blucation Progran

Inponditure onh FProgram (excluding building ard
capital works)

] $
1943~-64 822 1876-78 17 988 810
1482-83 114 1977-178 12 420 249
Je8i~02 637 1976~77 8 82L 374
198081 040 1275-7¢ 8 084 294
1978~60 348

Studint Enrolments

1982782 G3/84
Buroimants roluunts
(estimatoed)
Coursas for New Arrivals 18 285 18 000
Course¢ for Barlier Arrivals 74 438 75 500
Courses in the Workplace 4 028 4 406
Distance Learning ) .
Arrangements 7 1@7 7 100
Individual Learning Centres 6 655 2 509
Home Tutor Schome 5 277 5 500
TOTALS 116 511 120 000
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PART B - AUDITOR-GENERAL'S REFORT OF MARCH 1984
COMMONWEALTH/STATE AGREEMENT

41 The Auditor-General in his September 19283 report
expressed concern that the Program lacked a relevant,
formal agreement.

42 In this Department's submission to the Joint
Parljamentary Committee of Public Accounts of

December 1983, it was advised that an agreement had been
gciegged 2y Ehree States and the Northern Territory. Some
etails of the negotiations and progress are covere i
paragraphs 17-24 above. pros red in

43 Negotiations with the States and Northern Territory
have conceptrated on finalisation of a range of details,
some of which resulted from policy initiatives in the 1983
Budget., These negotiations also involved finalisation of
the AMEP Handbook and the reaching of agreement on the
use of the information system.

44 The proposed set of arrangements was endorsed by
the Commonwealth and State Ministers meeting in April 1984.
45 The present position is:

. the new agreement has now been accepted by

Victoria, South Australia, Western Australia,
Tasmania and the Northern Territory:

. advice on the acceptance of the agreement by New
South Wales is expected soon;

. negotiations are continuing with the State of
Queensland on the fundamental issues of State
autonomy in the management of the Program which
have thus far prevented concluding an agreement
with that State. At recent consultations between
Commonwealth and State officers, Queensland
:gpresengations agreed to intensive discussions
w}th a view to finalising outstanding matters by
mid-August 1984;

. the ggreement was discussed at the April 1984
conference of Commonwealth/State Ministers
respopsible for immigration and ethnic affairs,
clearing the way for formal signing of the
agreements; and

. the Minister for Immigration and Ethnic Affairs

rgcegtly wrote to State Ministers seeking formal
signing of the agreements.
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46 In summary, it is expected that formal agreements
with all States and the Northern perritory will be
concluded and signed by the end of 1984.

COURSES PROVIDED BY THE STATES

47 The Auditor-General in his September 1983 report
indicated that there is a lack of a formal system to
approve, review and evaluate jndividual courses of
instruction under the Program.

48 In its submission to the Joint Parliamentary
Committee of Public Accounts in December 1983, the
Department expressed the view that it would be contrary to
established practice in other educational areas if the
Department. was_to undertake formal approval of individual
courses. The States could be expected to see this
approach as unneceasary and an inappropriate intervention
by the Commorwealth. It also advised that the examination
and approval of more than 5000 courses annually would
require a large number of appropriately qualified
professional staff.

49 The Department's view is that on~-going evaluation
of the effectiveness of the Program could be achieved more
effectively and economically by:

. the setting of agreed objectives;

. a clear division of responsibilities between the
Commonwealth and State/Territories; and

. monitoring and evaluation of day-to-day program

arrangements by the States.

50 The Auditor-General .indicates that the
effectiveness of (these) procedures will be reviewed
during future audits.

51 Congiderable progress has been made over the past
few years in developing, in consultation with the States
and Northern Territory, effective course arrangements for
the AMEP. The Professional Development sub-Committee of
the Joint Commonwealth States Committee on the AMEP has
established clear guidelines and professional standards
for setting course objectives, with particular emphasis on
a needs-based approach to adult ESL. The Sub-Committee
meets four times each year. Foremost amongst the
developments to date has been the establishment of
self-directed learning centres including the development
and promulgation of more appropriate teaching and learning
materials. An on-going trialling and development program
for initiatives under the AMEP was introduced in 1982/83
and. as an integral part of these arrangements, evaluation
of all projects is carried out at State and national
levels.
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STUDIAWE BLIGIBILITY

54 ‘The huditor-Geperzl in his September 1983 report
staled tihat Audit has ' no evidence ©f procedur
which wo e the

Lending the courzues meet the eligibility
coptained in Section 4 of the Ack.

55 In its submission to the Joint Parliamentary
Comaities of Public accounte, the Depatthant stated that
for thove MMRP students vho receive living allowance,
residonce status is ascertained by DIEA officers in the
couwrse of dealing with the claim fLor living allowance.
For other students the assehsment of resident status is
made on the basis of information provided in the
application for entry to i course, Where doubt exists as
to eligibiliky, the applicstion is referred to DIEA for
decision.

56 The Auditor-General in his March 1984 report states
that "The adequacy of procedures at regional offices to
assess the eligibility of students to attend courses under
the Program will be reviewed Quring future audits"..

57 As indicated above, the Department, in consultation
with the States and Territories, and with the aid of
expert consultents, has developed the initial phases of a
comprehensive information system for the AMEPR.
Implewmentation of the system, which is based on the
Department's central computing facilities, has occurred in
NSW and Victoria and is oxpected to be implemented in all
other States/Territories in early 1984/85. The system is
designed to provide a wide range of information about
students, courses, staffing and support services, 'as well
as a range of management-oriented data and control
mechanisms. The system will enable more effective
monitoring of the eligibility of applicants as it will
include information on visa number and arrival date in
Australia. That information will assist checks on
eligibility, by reference to Departmental records where
necessary.
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PAYMEND OF LIVING MLLOWANCES

58 The huditor-Gennral in his Septcmber 1983 report
expressed the view that regulations governing the payment
of living allowances ais provided for in Section 6 of the
Imigration (Bducation) Act should be issued.

59 The ‘Department's view had been that existing
arrangements complied with the act: funds for the payment
of living allowances had been provided in accordance with
Government decisions, and payments made with the avthority
of the annual Appropriation Acts. A legal advising on the
matter was therefore sought from the Attorney~General's
Departinent.

GO The Attorney-General’s Department confirmed the
need for regulations for the payient of allowances and
indicated that in the absence of regulations, the payment
of allowances involved breaches of the relevant provisions
of the Constitution and the Audit Act 1901,

61 Following the Attorncy-General's advising, the
Department prepared: instruntions for the drafting of
regulations. These instructlons were forwarded to the
Attorney General's Departwent on 17 May 1984.

62 Some technical matters of detail in the drafting of
the regulations are still the subject of consultation
between the Department and the Attorney-General's
bepartment., Both Departments are giving priority to the
£inalisation of the regulations with a view to their
promulgation as guickly as possible.

13 JULY 1984
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DEPARTMENT OF IMMIGRATION AND ETHNIC AFFAIRS

Copies of the following documents may be found on J i
of Public Accounts File 1984/4, PartyB. . olne Comnictee

. Letter from the Department, dated 25
announcing the Review of AMEP. ' February 1985,

. Letter from the Department dated 15 October :
supplementary information, or 1988, providing
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TERMS OF REFERENCE ~ REVIEW OF THE
ADULT MIGRANT EDUCATION PROGRAM

The Government's policy in regard to adult migrant education
is:

to ensure that migrants on arrival in Australia,
and subsequently, have access to information
essential to their successful settlement in
Australia;

to recognise that a critical need of non-English
speaking migrants (including refugees} is the
ability to communicate in English; and

. to accept that all adults who do not communicate
in English adequately for their needs must have
the opportunity to learn English.

These policies are largely implemented through the Adult
Migrant Education Program (AMEP}.

The AMEP is part of the Commonwealth's post arrival programs
anc services for migrants. It provides English language
learning opportunities for non-English speaking migrants and
orientation information to new settlers. It is administered
by the Department of Immigration and Ethnic Affairs and
delivered by State and Territory educational authorities and
some tertiary institutions.

Within that context, the Review will

(a) examine the existing aims and objectives of the
AMEP and assess their appropriateness in light
of Government policy for the provision of English
language and orientation programs for migrants.
The appropriateness of Section 4({1) of the
Immigration (Education) Act 1971 should also be
assessed.

(b} examine the extent to which the Program is reaching
and meeting the needs of non-English speaking
migrants including the needs of women, of young
people, of the aged, of the disabled and of
those illiterate or semi-literate in their mother
tongues;

(] examine the appropriateness of the English
language learning program in the light of current
thinking relating to the nature of adult learning;

(a) examine the appropriateness of curriculum resources
used to achieve the aims and objectives of the
program; the appropriateness of educational
methodologies which are in use;: the appropriateness
of systems for the planning, monitoring and
evaluation of English courses;
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(e)

(£)

(g)

(k)

(1)

(3)

(k)

examine the experience, qualifications and status
of teachers; their pre-service and in-gervice
preparation; and the availability of appropriate
undexgraduate and postgraduate (especially Masters)
courses;

examine the outcomes of the program including the
levels of proficiency obtained, the development of
continuing motivation, sense of selfhood and of
personal growth, enhanced life-role satisfaction,
equality of opportunities and the sense of alienation
or attachment;

examine the program as perceived and evaluated b
its clients;

assess the adequacy of planning, administration,
co-ordination, financial and other arrangements at
the Commonwealth and State levels for the delivery
of AMEP services, including:

- the co~ordination, production and supply
of English language learning materials;

- information systems for the planning,
monitoring and evaluation of the AMEP;

- research and evaluation strategies;

- strategies for providing access to AMEP
courses for migrants who have not previously
had the opportunity to learn English
(the “backlog");

examine the interface of the AMEP with other
educational programs/institutions, with labour
training programs and affirmative action/EEC
initiatives;

examine and report on the nature and effectiveness
of orientation programs conducted under the
AMEP; and

propose avenues for the future development of the
AMEP .

11 MARCH 1985

212

P
LN

Py

.

Wm~mw‘%ﬂw*‘wrmw

L.

LMptgal L P

[
Pty

T

PSRt e

ey

JOINT COMMITTEE OF PUBLIC ACCOUNTS

Inquiry into the Auditor-General's Report - March 1984
Submission by the Department of Social Security on paragraph 17.1

= Unemployment, Sickness and Special Benefit
Identification of Applicants

As part of the pre-grant interview process a claimant for benefit
is asked to produce documents to prove who he is and to establish
that the name and address given are correct. The Department

generally accepts any of the following papers for these purposes:

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

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

. & passport;

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

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

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

.« a rate or water account made out in the claimant's name
showing his present address; cr

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

2 A driving licence or a savings bank passbook is not acceptable
as evidence of identity, but may be useful to substantiate an
address where the acceptable documents mentioned above do not
indicate a current address.

3 Special arrangements exist for Aboriginal or Torres Strait
Islander clients and also itinerants who tend to have difficulty
in establishing their identity through the processes mentioned
above. In these cases where a person i{s unable t¢ prove who they
are through the usual channels, approval to grant benefit rests
with the delegate of the Director-General.

4 The Auditor-General has Ffound that evidence held on file to
support identification of applicants and dependants was
inadequate in 2 substantial number of cases and that unacceptable
nodes of identification had been used.
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5 The client identification process has been subject to review
by the Department as a major consultancy project. The review is
due for completion in the near future, It if discloses that
there are problems with the proof of identity system, as distinct
from administrative deficlencies in specific regional offices,
prompt attention will be given to the nature of changes
recommended and their implications for resources and procedures.

6 The study so far has shown that identification processes for
age, invalid and widows pensions are generally satisfactory.
This is due, in part, to the fact that eligibility information
collected reinforces identification.

7 There may be scope for improvement in identification procedure
in terms of fraud deterrence, client services and client/staff
relations in the USB and supporting parents! areas. Options
being considered touch on the way identity is established, on
pre-grant interviews, checks with employers and intra
departmental verification checks. A standard national methed of
the documentation {s also under consideration.

8 The feasibility and effectiveness of certain changes and the
implications for procedures are currently being considered at
both policy and administrative levels. It is of concern to this
Department that clients receive their correct entitlement without
unnecessary intrusion into their private affairs. The
requirement to provide proof of identity is, of course, central
to the protection of the public purse, but in applying this rule,
the Department is obliged to ensure that those of its clients in
urgent need of assistance do not suffer unreasonable delay in the
grant of the legitimate claims.

Pre-grant Interviews

9 Pre-grant interviews are required to be conducted for all new
claims of unemployment benefit. The claimant and where
appropriate his/her spouse are required to be interviewed.

10 Although not an absolute requirement, interviews are
generally conducted by officers at the Clerk (Class 5) level who
focus their investigation on essential facts and evidence or
documentation to support the facts.

11 Particular attention is directed to those aspects having a
bearing on eligibility for the benefit such as:

. proof of identity;

. cessation of employment;
. residence;

. income; and

. M"work test".
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12 The Auditor-General has found that some offices were
conducting pre~grant interviews in only a percentage of cases and
in other offices no file record of the interview was retained.

13 It is a generally accepted principle that pre-grant
interviews are a vital part of the control philosophy surrounding
payment of a benefit or pension, and a key element in the
arrangements by which the Director-General satisfies his
accountability for the funds placed in his care.

14 In order to achieve this Departmentfs objectives of
effectiveness and effeciency within this process, the usage of
staff, space and time should be kept to the minimum commensurate
with our responsibilities both to the client, and to the taxpayer
in so far as public acecountability is concerned. In order to
meet these objectives effectively and efficiently only the
essential elements are required; for instance answers already
provided on the claim form should not be duplicated at interview
unless. there are sound reasons for doing so.

15 While it is desirable that a pre-grant interview be conducted
in every case, quite often because of conditions prevailing in a
particular office caused by either internal or external factors,
this is not always able to be done. Generally Regional Managers
are in the best position to be able to decide day-to-day
priorities within their offices. While the Department is
committed to the principle of pre-grant interviews, it is also
understood that competing prioritfes within regional offices can
at times and places have an impact on the frequency and detail of
pre-grant interviews. Every effort is made to conduct these
interviews on a 100% basis and as fully as circumstances dictate.

16 An ipstruction supplementary to that issued by Central Office
in December 1982 has not been issued, However, the revised
Unemployment, Sickness and Special Benefit Manual of Instructions
released in August 1983 contains national instructions on the
conduct of pre-grant interviews. The role of pre-grant
interviews in the client identification process is currently
being examined by the Department as a major consultaney project.

Checks with Employers

17 Basically there are two types of employer checks in the
administration of unemployment henefit.

18 Departmental instructions provide that details of a
claimant's last ewmployment must be sought from the employer "in
writing, except where the employer is overseas. These checks are
carried out by either sending a form (SU17) to the employer or by
obtaining the relevant details by telephone prior to receiving
written confirmation.
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19 The employer checks provide additional assurance of a
person's identity as well as confirming the date of cessation of
employment and the circumstances under which employment ceased.
Employers! reports in these circumstances are rarely used to
verify income details of the applicant other than entitlements
due on cessation eg holiday pay.

20 Departmental instructions also provide for the follow-up of
employers! reports which are not returned or which are returned
incomplete. Where the information provided by the employer is at
variance with that tendered by the claimant, action is required
to be taken to clarify the situation.

21 As a general rule, any earnings of a claimant or spouse
should be verified unless the declared amount is sufficient to
preclude payment of benefit. However, the declared earnings may
be accepted withoUt verification if they are consistent with the
type of work performed in relation to the time worked and there
is no reason to doubt their authenticity. This applies
particularly where there is local knowledge of the award or going
rates for casual or seasonal occupations occurring in the area.
It is acceptable, to avoid delay i{n payment, to verify the
amounts stated by telephone as post-determination action unless
doubt exists.

22 Our checks have suggested that most orfices do correctly
issue and follow up returns of forms SU17. The report states
only that "at one office instances were noted". Also, it is not
accepted that an appropriate solution to the occasional failure
to observe instructions is to introduced sample checking. If we
did it for this, there would have to be dozens of other types of
follow-up actions which could arguably alse regquire such methods.

23 It is believed that the incidences of failure to follow-up
checks with employers is not widespread. There appears no reason
to change current instructions, but a reminder of the need for
appropriate follow-up of outstanding matters including employer
checks will be issued and possible improvements to Training
packages will be investigated.

Liaison with Commonwealth Employment Service

24 A joint review team with officers from DEIR and DSS presented
a report which detailed revised procedures whereby the continuing
registration for employment of all unemployment beneliciaries can
be achieved.

25 Following acceptance by senior management of both Departments
of the recommendations in the repert changes are being made to
this Department’s ADP system and clerical procedures in both DEIR
and DSS are being amended.

-5

26 It is proposed to finalise the ADP and clerical changes by
the end of August 1984. The implementation of the revised
lialson arrangementsa may be subject to the availability of staff
resources in both DSS and DEIR. Until this matter is resolved it
is not possible to indicate a definite implementation date.

27 The revised liaison procedures provide that any lapse of
registration will be brought promptly to the attention of the
delegate of the Director-General responsible for the
authorisation of payment of unemployment benefit.

28 Procedures within DSS will provide that, where appropriate,
beneficiaries will be requested to seek re-registration without
delay, If, after a reasonable time, the beneficiary has not
notified DSS of his/her re-registration a further advice will be
issued to the beneficiary notifying that his/her unemployment
benefit {s to be reviewed, An extended period will be allowed to
those beneficiaries living in remote areas.

29 Normal review procedures will then be undertaken to ascertain
whether the beneficiary has satisfied the delegate of the

Director-General that the requirements of Section 107 of the

Socéal Security Act are being met with regard to efforts to find
ork.

30 The effectiveness of the changes will be reviewed via
selective review processes, and other methods, some months after
implementation.

Review of Continuing Entitlement

31 The Auditor-General has made a number of comments based on
the contact of his officers with two regional offices.

32 It should be noted that while the perceptions of individual
regional offices is one factor which is taken into account in the
ongoing critical review of the Selective Review Program, other
factors, including central study of nationwide results also
contribute to the design of the program.

33 On the specific points raised, the rollowing should be noted:

+ the low contact rate of beneficiaries does not
necessarily imply a problem with the selection eriteria.
Beneficiaries are expected to be actively seeking
employment and to comply with this direction they would
generally need to be absent from the home in that
pursuit;

» the bias towards people with a nistory of casual earnings
does not necessarily imply that the selection process is
ineffective; and
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. the lack of an appropriate Management Information System
over Field Officers has been recognised as a particular
problem. 4 comprehensive Management Information System
which will cover this aspect as well as a large number of
others, is being developed. In the meantime, the
Selective Review Program is designed to make best use of
resources in this particular field.

Sickness Benefit

34 Instructions in the Unemployment, Sickness and Speclal
Benefit Manual provide that the medical certificate tendered with
a claim for sickness benefit should be validated through contact
to either the doctor's surgery or hospital by telephone. In the
process the following events should occur:

. confirm correctness of details on the medical
certificate eg full name, date, coverage etc;

. ascertain whether the medical condition is such as to
prevent interview, eg is the condition contagious or is
the claimant too il1l, and if so what period should elapse
before the interview is undertaken;

. ascertain the probable duration of the incapacity ie will
additional certificates be issued; and

validate the certificate.

35 The Auditor-General has been critical of the frequency of
these validations, and has found that in some cases, medical
certificates were validated only in exceptional circumstances.

36 Complaints have been received from doctors and hospltals and
indeed from officers of this Department concerning the validation
of medical certificates. Doctors have complained about the
inconvenience and the interruption to their daily work. The same
applies to receptionists in doctors' surgeries. Some doctors
have refused to supply the required validation unless this
Department i{s prepared to pay a search fee.

37 Public hospitals have honorary surgeons who tend to be
uncontactable and in any case, enquiries regarding medleal
records are generally passed to the Ward Sister where the
claimant for sickness benefit was domiciled for the duration of
his hospitalisation. The co-operation received from public
hospitals is even less than our success rate with doctors!’
surgeries.
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38 The constant refusal of doctors/hospitals to comply with
requests for validation of medical certificates quickly gives
rise to non-complliance with lald down procedures by Departmental
staff. 1In the environment of competing priorities which exists
in regional offices of this Department it becomes more important
to rely on other aspects of validation to assess eligibility to
benefits.

39 A survey was recently conducted by the Department's Benefits
Control Branch to assess the effectiveness of validation
techniques used in the assessment process. This survey has shown
that only in 25% of the cases sampled were medical certificates
validated. Data analysis is continuing in this area, looking at
the source of the certificate (ie public hospital, GP etc)
whether validated or not and the degree of correctness.

Special Benefit

40 Under the Migration Regulations the Minister for Immigration
and Ethnie Affalrs may, in such circumstances as he thinks fit,
require maintenance guarantees ~ sinece 19 April 1982 known as
assurances of support - to be given in relation to persons
seeking to enter or remain in Australia. The maintenance of a
person includes a special benefit payable under Division 6 of
Part VII of the Soeilal Security Act but does not include any
other pension, allowance or benefit under that Act. 4
maintenance guarantee shall be given in such form and for such
periods as the Minister for Immigration and Ethnic Affairs
determines. Where special benefit is pald to a person during a
period for which the person's maintenance has been guaranteed the
amount of the special benefit becomes a debt due and payable to
the Commonwealth by the person who gave the guarantee. Such a
debt may be sued for and recovered by the Commonwealth in a court
of competent Jurisdiction.

41 There have been decisions handed down by various courts on
unrelated matters affecting the status of "immigrants®. The nett
result is that a guarantee ceases to be effective when a person
loses his immigrant status. Whether a person is still‘an
immigrant is essentlally a question of fact to be determined by
examining all the circumstances of the person to ascertain
whether he has been absorbed into the Australian community.

42 There are certain indicla for accepting that a person has
been absorbed into the community. These include length of
residence in Australla, acquisition of Australian citizenship,
whether the person has married in Australia, acquired a permanent
home here, whether he has had remunerative employment in
Australia and attempted to beccme part of the community such as
enrolment in English classes. This list is not exhaustive.
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43 Since 1982 maintenance guarantees have been replaced by
assurances of support. Maintenance guarantees given prior to
1982 continue to. have effect. In addition an amendment to the
Migration Act was proclaimed on 2 April 1984, The general effect
of" the amendment is that assurances executed on or after 2 April
1984 will lapse on the grant of Australian citizenship to the
person because the person then ceases to be an alien. Assurances
and guarantees executed before 2 April 1984 will continue to
lapse however on the person's absorption into the community.

44  Instructions are currently being amended to identify those
persons who have been absorbed into the community and to simplify
administration in this difficult area. Implementation of these
instructions will result in more effective utilization of
resources.

45 The recent amendment to the Migration Act will reduce
administrative difficulties in that officers will know that the
assurance of support remains effective while the person remains
an alien ie he has not become an Australian citizen. However
this Department is not likely to experience the full effects of
this amendment for some years. Persons whose maintenance has
been assured do not often apply for special benefit until some
time after thelr arrival in Australia. 4 claim is usually made
after some rift in the domestic arrangements has occurred or the
assuror's clrcumstances have deteriorated and he can longer
honour his obligations. In the meantime the existence of three
types of guarantees, that is, the guarantee signed before 1982,
the assurance signed since 1982 and the assurances signed from 2
April 1984 must inérease the problems of administration., The
current amendment to instructions is expected to expedite
assessment of entitlement and is expected to make easy a decision
about recovery. It will now be necessary however, to determine
whether the guarantee/assurance is effective before we know
whether the special benefit is recoverable. If recoverable,
further inquiries will need to be made to establish whether the
Department should proceed to recovery or write off the debt.

Audit Conclusion

46 The Auditor-General has suggested that priority be afforded
to ensuring that controls be gtrictly enforced in the areas of
the initial identification of applicants and the continuing
eligibility of beneficilaries.

47 Both of these matters have been addressed in this submission
at an earlier point. Research is presently underway in both
fields and until such time as results are to hand, it is
appropriate that the instructions contained in the Departmental
Manuals continue to be applied.

16 July 1984
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JOINT PARLIAMENTARY COMMITTEE OF PUBLIC ACCOUNTS

Enquiry into the Auditor-General's Report - March 1984
Submission by Department of Social Security on
Paragraph 17.1 Unemployment, Sickness and Special Renefits

CLIENT IDENTIFICATION AND ROLE OF PRE~GRANT INTERVIEW

Background

In paragraphs 12.80-8% of its 233rd Report the Committee
indicated concern that beneficiaries be properly identified
before receiving payment. The Department has been asked to
comment on progress in introducing new guidelines to improve
performance in this area and to comment specifically on the role
of pre-grant interviews in the identification process.

Proof of Identity (POI) system

2. Changes to the 'proof of identity' system were introduced in
most States in NOvewber/December 1984. In NSW they were
introduced in March, 1985.

3. The aims of the new system are:

- to reduce the opportunity for fraud in the client
identification process;

- to improve techniques for dealing with genuine clients
experiencing difficulty in establishing identity;

- to reduce tension between clieuts and staff in the
identification process.

4. The strategy for introducing the changes has been to

introduce the new concepts and procedures. These are to be

refined after a settling down period and after systems changes
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have been implemented. The systems changes are to include.an
indicator on microfiche and computer records to show the identity
status of each client, i.e. whether provisional or satisfactory
identity has been established.

Progress

5. Earlier this year State administrations of the Department
were asked to undertake an informal survey of regional offices to
establish whether the new system was operating satisfactorily and
whether it was being generally accepted.

6. State administrations reported that the new system was of
good value and a definite improvement on the old. Early
indications are that the system is efficient and effective in
meeting its objectives of deterring fraud while improving the
service provided to genuine needy clients. Regional offices
reported a reduction in client/staff tension during the POI

procedure.

7. The new system requries a pre-grant interview to be
conducted for each claimant and dependant spouse of the claimant.
Some allowance is made for special circumstances such as where
sickness, remoteness or child care made attendance unrealistic.

8. Beneficiaries are identified before payment. However, there
is provision for payment on the basis of proof of identity which
is below the new standard, subject to identity being subsequently
confirmed. At present this is being administered manually in the
benefits area, although automatically in the pensions system.
System changes to enable the automatic process are expected to be
introduced by the end of the year. At that stage a post
implementation review will be undertaken.

9. This, and the accompanying post implementation review, will
complete the introduction of the new system.
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10. Both staff and clients have reacted favourably to the new
arrangements so far. The survey indicated thdt the new system
did not have a significant impact on resources generally. Some
local offices have found the resource impact greater than others
and these are being assisted by State administrations.

Conelusion

11. The new system {s being implemented satisfactorily and at
this stage it appears to beé both effective and efficient. It is
anticipated that the system will be fully effective when USB
indicators are included on microfiche and computer records and
after fine tuning following the post implementation review.

LIAISON WITH COMMONWEALTH EMPLOYMENT SERVICE

12. The Department's submission in July 1984 advised, among
other things, that:

- following acceptance of revised procedures for liaison
by senior management of the Commonwealth Employment
Service (CES) and Soeial Security, changes were to be
made to this Department's ADP systems and clerical
procedures in both CES and Social Security were to be
amended;

- the revised liaison procedures provide that any lapse
of registration will be brought promptly to the
attention of the delegate of the Secretary responsible
for the authorisation of payment of unemployment
benefit;

- implementation of revised liaison arrangements would be
subject to the availability of staff resources in both
CES and Social Security.and that a definite
implementation date could not be advised until the
question of resources was resolved.
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13. To assess the extent to which additional staff resources may
be réqufred te implement the revised procedures nationally, a
pilot exercise was conducted in two Sovial Security regional
offices.

14, fThe pilot concluded on 21 June 1985 an the results are
currently being evaluated.

15. Early indications are that additional resources would be
required to implement the revised procedures nationally. In the
event that these indications are confirmed CES and the Department
will further review the situation and seek to identify any other
options for improving liaison arrangements within existing

resources.

MANAGEMENT INFORMATION SYSTEM COVERING REVIEWS OF CONTINUING
ENTITLEMENT

16. Revised arrangmeents. for the review of unemployment benefit
recipients have been implemented. The new approach emphasises:

- the desirability of reviews being undertaken on a
selective basis using risk analysis to make those
decisions;

- that the choice of cases for review can be:

B by regional office staff;

. by the public (these are unavoidable):

. by selection of groups of cases from the
Department's records on the basis that there is a

perceived higher than average risk of wrong

payment;

-5 -

- the usefulness of the detailed information which is
being provided about the results of reviews. This is
the management information aystem referred to in
paragraph 33 of the earlier submission and will assist
in making the risk analysis decisions referred to

above;

- the importance of regional offices using the
appropriate mix of skills on review rork (i.e. clerical
resources as well as field staff).

26 July 1985
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Inguiry into the Auditor-General's Report - March 1984

Submission by the Department of Soclal Security on paragraph 8.1.
Unemp) oyment Benefit Administration

The Department's submission on paragraph 17.1 of the Auditor-
General's March 1984 Report includes material under the heading
"Lialson with the Commonwealth Employment Service" which is
repeated hereunder as being also relevant to paragraph 8.1 -
Unemployment Benefit Administration.

2 A jolnt review team with officers from DEIR and DSS presented

a report which detailed revised procedures whereby the continuing
gegisg;atign for employment of all unemployment beneficiaries oan
e achieved.

3 Following acceptance by senlor management of both Departments
of the recommendations in the report changes are being made to
this Department's ADP system and clerical procedures in both DEIR
and DSS are being amended.

4 It is proposed to finalise the ADP and clerical changes by the
end of August 1984. The implementation of the revised liaison
arrangements is subject to the availability of staff resources in
both DSS and DEIR. Until this matter is resolved it is not
possible to indicate a definite implementation date.

5 The revised liaison procedures provide that any lapse of
registration will be brought promptly to the attention of the
delegate of the Director-General responsible for the
authorisation of payment of unemployment benefit,

6 Procedures within DSS will provide that, where appropriate,
beneficiaries will be requested to seek re-registration without
delay., If, after a reasonable time, the beneficlary has not
notified DSS of his/her re-registration a further advice will be
issued to the beneficlary notifying that his/her unemployment.
benefit is to be reviewed. An extended period will be allowed to
those beneficiaries living in remote areas.

7 Normal review procedures will then be undertaken to ascertain
whether the beneficiary has satisfied the delegate of the
Director-General that the requirements of Section 107 of the
Social Security Act are being met with regard to efforts to find
work.

8 The effectiveness of the changes will be reviewed via
selective review processes, and other methods, some months after
implementation.

16 July 1984

226

JOINT PARLIAMENTARY COMMITTEE OF PUBLIC ACCOUNTS

Inquiry into the Auditor-General's Report: March 1984
Submission by the Department of Soeial Security on paragraph 17.2

Recovery of Qverpayments

As part of the examination of the Auditor~General's report for
March 1984, the Department of Social Security has been asked to
provide information as to the initiatives that are being
undertaken to improve the recovery of overpayments arising under
the Act.

2 It has been recognised that positive action is required to
seek ways to increase the effectiveness and efficiency of
processing and recovering overpayments arising under the Social
Security Act 1947, The current situation is that in concert with
a growing client base, the number of cases and the cumulative
balance owing to the Department is increasing over time.

3. Furthermore, the recovery of overpayments is becoming
increasingly more difficult, in the main due to the following
factors:

. the socio~economic cireumstances of the Department's
clients require special consideration, particularly as
many are not in the position to repay amounts owing;

. the increased demands on limited Departmental resources;

. the high turnover of staff has led to a lack of
experienced personnel available to calculate often
complex overpayments (particularly pensions);

. the transient nature of many clients makes debtor
location difficult.

4  In September 1983, the Department's Executive commissioned
the Management Consultancy Group of its Performance Monitoring
Branch to undertake a comprehensive study of the administrative
systems, organisational arrangements and foundation policy
currently applied by the Department in respect of the processing
and recovery of overpayments arising under the Social Security
Act 1947. The objective of the study was Lbo recommend variations
to existing practices or alternative measures to improve the
overall rate of recovery in a cost effective manner.

5 The current status of the review is that it is nearing
finality with preliminary recommendations (as outlined below)
being currently considered by all State Administrations and the
Department's Central Office.
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preliminary recommendations made as a result of the study
around :

policy;

administrative systems;

organisational arrangements.

respect of policy, the study has indicated that :

the primary objective of the activity should be to
actively pursue the economie recovery of debts but at the
same time be sensitive to client circumstances;

in view of the significance of the resources invested and
the increasing incidence and value of outstanding debts,
this function needs to be recognised in its own right and
accorded increased relative priority;

economic thresholds should be determined on an on~-going
basis to ensure that overpayments are pursued generally
only where it is cost effective to do so.

respect of administrative systems, it has been recommended

work commence %o develop a new national overpayment
recovery system, that is based on current and foreseeable
future user needs and that is integrated with the major
benefit systems as part of STRATPLAN, and that will
identify the most cost effective categories of debt to
pursue;

in the interim, develop and place into production stand
alone modules that will cross-match current overpayment
records with benefit records so that all possible cases
are identified and action taken to recover moneys owing
by deductions from benefits paid to current client
debtors;

in the interim also, develop and place into production
programs which will allow deductions currently being made
from benefits as a means of recovery to be indexed with
movements in benefit rates to always approximate 10
percentum which is departmental policy and currently
applied manually. It should be noted that such action
would not be taken where this would cause hardship to
clients.
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9 In respect of organisational arrangements, a number of
options are presently being considered which involve:

the formation of a National Debt Recovery Unit within the
Central 0ffice of the Department to provide strategilc
planning, direction and analysis of performance on a
national basis and attend to the development of policy
and associated administrative systems to improve
operations;

a re-aligning of existing and presently separated
overpayment processing and debt recovery responsibilities
into specialised areas within the Department; and

the development of a comprehensive Management Information
System to assist Departmental officers at all levels te
monitor performance and initiate action to remedy
problems identified.

16 July 1984

229



JOINT PARLIAMENTARY COMMITTEE OF PUBLIC ACCOUNTS

ubmission by the Department of Social Security on
Paragraph 19.3 - Recovery of Overpayments

As part of the examination of the Auditor-General's
report for September 1984, the Department of Sacial
Security has been asked to provide information as to
the current situation with regard to initiatives being
undertaken to improve the recovery of overpayments
arising under the Act.

2 In considertng the matter, the environment in which
the Department operates and the relativities need to be
observed. Whilst in absolute terms the value of over-—
payments is material, when considered in the context of
the overall level of expenditure on benefits, pensions
and allowances, overpayments represented only 0.46%
during 1983/84. It should also be noted that the "increase
in the amount of overpayments raised. during 1983-84 was
matched by an equivalent increase in the number of over-
bayment cases identified and processed. In effecting
recovery the following factors have an impact:

- the sacio-economic circumstances of the
Department's clients require special
consideration, particularly as many are
not in the position to repay amounts
owing;

- the high turnover of staff has led to a
lack of experienced personnel available
to calculate ahd process complex over-
payments (particvlarly pensions);

- the transient nature of many clients makes
debtor location @ifficult;

+ overpayment processing and recovery is
often an industrial target.

3 In addressing the problems and issues the Department
has taken positive action. Two major initiatives which
have been designed specifically to reduce the incidence
of averpayments and increase the effectiveness of
recovery operations are:

- the adoption of direct credit as the
prime mode of payment;

« the implementation of a number of major
recommendations arising from a national
review of debt recovery operations
undertaken in late 1983 ang continuing
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ay

through 1984, Reference to this review
was made in the Department's previous
submission to Committee concerning this
matter.

initiati rently
4 There are also a number of other initiatives cur
being undertaken by the Department which shouZd have a
beneficial influence on the recovery of overpayments.
These are:

the development of a corporate computer-
based management information system
entitled PRISM (Performance Related
Information System for Managers);

the implementation of tev%sed procedures
related to Proof of Identity;

the development of a Quality Assurance
Package to assist regional managers to
monitor and improve the application of
departmental policies and procedures;

the implementation of streamlined processes
in respect of the issue of replacement
cheques;

in the longer term, the implementation of the
Integrated Index Facility as part of
STRATPLAN.

21l of the above initiatives are briefly discussed in the
following paragraphs.

n September/October 1984 a comprehensive feasibility
gtud§ og grcceed{ng to direct g:eQ1§,as the prime methgd .
of paying the entitlements of individuals by the Depag ten
was undertaken. The result of that study indicated t ?th
this option was feasible, cost—qffectzve‘and brougbt le
it significant advantages to clients. With approxima eeﬁts
$8m (or 12.5% by value and 22.5% by number) of oveiga{?ons
being caused by original and duplxcage chequg nego lad't
by clients during 1983/84, the adoptlon of direct cze i
will be significant in the prevention of overp§yme:hs.then
Following consideration of the option by Cabinet, ¢ e
Minister, Senator the Hon. D ermes,.apnounced on 8 airect
September 1984, the Government's decision to movi. i
credit as the prime mode of payment. Implementa‘1on :
now proceeding. It is expected that the conversion : "y
pension and family allowance payments will occur in fPt
May 1985, followed by Unemploy@ent and §1ckngss Be?e'ltrative
payments in June 1985. Significant savings in adminis
costs to the Department will also accrue.

j i arising from the
6. A pumber of major recommendations ar
national review of debt recovery nperations, of which the
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Committee was previously advised, are cusrently in the
process of implementation. These include:

the development of revised practices in respect
of the priority in which overpayments will be
raised in regional offices and followed up by
recovery personnel., In essence they will be
designed to ensure that priority will be afforded
firstly to those categories of debts which have

a high probability for recovery and that sub-
sequent decisions in respect of particular

action to be taken will take into account the
cost-effectiveness of those actions;

the strengthening of the overall management
capability of the function through the creation
in the Department's Central Office of a small
number of positions to provide strategic planning,
direction and analysis of performance on a
national basis and attend to the development of
policy and assocliated administrative systems to
improve operations. Further, a middle level
management position has been allocated to each
State to provide a focus for improvements at a
local level and to ensure that policy initiatives
are effectively translated into practice:

in the interim, computer programs have been
implemented to cross-match current overpayment
records with benefit records so that all possible
cases are identified to enable action to be
taken to recover moneys owing bydeductions from
benefits paid to current client debtors;

in the longer term, the development of a new
national overpayment recovery computer system,
that is based on current and foreseeable future
user needs and that is integrated with the
major benefit systems. It is likely that the
system will identify the most cost-effective
categories of overpayments to pursue as well
as allowing for the ongoing adjustment of the
level of deductions being made from benefits
which is a popular means used by clients to
repay overpayments.

7 Associated developments which will also have an impact
on either the prevention, detection or effective recovery
of overpayments are:

the implementation nationally of the management
information system PRISM in November 1984. This
system produces a series of reports for regional
managers across the country, a number of which

specifically provide information in relation to
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overpayments. These reports providé details

as to volumes on hand and processed, the

values involved, the reasons for overpayment
and recovery rates. A further 'stand alone'
series of programs designed to monitor volumes
of cases where overpayments have yet to be
confirmed is presently being trialled in the
Department's Western Australian administration;

following a national review conducted during the
period March-November 1984 in respect of stand-
ards of information to be provided as an
acceptable level of Proof of Identity, imple-
mentation of national guidelines commenced in
pDecember 1984. The consistent application of
these guidelines will have an impact in the
prevention of overpayments and fraud;

the development of a Quality Assurance Package
for regional managers. In essence the package
is a self-monitoring practice which focuses
attention on the quality of administration of
the benefit processes. The element of the
package which deals with overpayment processing
is designed to ensure that cases are dealt

with in a timely manner, are accurately assessed
and that deductions are made (where appropriate}
from ongoing payments of benefits to clients.
National implementation is planned for April

1985 ;

the implementation of revised procedures
(following a national review) in respect of
the issue of replacement cheques. The guide-
lines issued were designed to provide regional
officers with more timely and adequate information
so that they may accept or reject replacement
cheque applications with a much greater con-
fidence of the current status in respect of
the presentation of the original cheque.

These quidelines have the impact of reducing
overpayments arising from dual negotiation of
cheques by clients;

continuing development and refinement of other
benefits control techniques;

in the longer term the development of the
Integrated Index Facility which will bring
together all information related to a client
in a readily accessible database environment
under STRATPLAN, will assist in both the
prevention and recovery of overpayments.

4 Pebruary 1985
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JOINT COMMITTEE OF PUBLIC ACCOUNTS

Enguiry intp Auditor-General's Report March 1984

Submission by the Anstralian Taxation Office

RECOVERY OF TAX (Reference 22.1)

This audit was carried out in several branch offices of
;:etggst:alian Taxation Office with the object of determining
ether :

. Taxation Office procedures for recovery were
applied correctly and staff Lesources were applied
to areas of greatest effect,

. taxes which had become due and payable were
collected promptly and an adequate information
system was maintained, and

. progress of cases was monitored effectively.

2. . As the Ruditor-General's Report correctly states
Taxation Office policy is that procedures for recgvery‘sf taxes
are generally bpought into operation when the amount outstanding
has not been paid by the due date. Purther, that extensions of
time for'payment are, on request of the taxpayer, used as an
alternative to legal action in cases where the taxpayer is
cleagly unable to pay the debt when it falls due, but has the
ability or potential to pay at some future date.

3. , The Ruditor-General also reported that at the time of
the audit income tax assessments against which the taxpayer had
objgcted or appealed made up the greatest proportion of tax
subject to recovery action. He added that the policy followed
by the Taxation Office in respect of these cases was to allaw
go;egﬁ';hedgax %n di;pu;e to remain in abeyance where there was
ine dispute and the ta - i i
a.g resolutios. ¢ taxpayer was co-operative in seeking

4. s to this, recovery policies have been modified i
light of legislation changes in 1982-83, in pa:ticulaf?etblgaize
accougt‘of the increase from 10% to 20% in the Per anaunm rate of
a@di:zonal tax for late payment and the limitation on the
circumstances in which this additional tax may be remitted. 1In
cases where the dispute involves a scheme or arrangement to
avoid tax there is no "50/50" arrangement and legal recovery
action is to be undertaken where tax is outstanding., and
secondly, where payment of tax is deferred additional tax for
late payment continues to accrue on any unpaid amount and will
gizgu:e payable in the event the taxpayer is unsuccessful in the
e.

5. . Concerning the statistics presented at "Table 1"
Auditor-General's Report six matters require mention. ;irgglghe
the table only relatee to individual and company debts; )
outstandings in relation to superannuation funds, $10 million at
30 June 1983, are not included. Secondly, a different basis of
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calculation of the amount of "outstanding tax" was used for the
years ended 30 June 1977 and 1978 cthan in subsequent years. A
re-calculation of the 1977 and 1978 “outstanding tax" figures
using the commonr basis reveals that the amount of “outstanding
tax" for these years was actually nigher than reported. The
amount of "outstanding tax" in respact of 1977 and 1978 was
$586m and $790m, not $545m and $688m as shown in the table.
Thirdly, figures for collections have been adjusted to exclude
identified collections not zelated to individuals and companies,
in particular superannuation funds, and to include recoupment
tax collections in 1982/83.

6, Fourthly, the “"outstanding tax® figure for the 1983
Year has been revised and the figure is now $2729m instead of
$2604m. This is due to a revision of figures, including
allowing £or an estimate of credit balances of $155m not
previously taken into account and taking account of $20m
received on account of recoupmeht tax. Adjustments for this
change are made to all other affected figures. This revised
outstanding tax figure needs some gualification as processing
Qifficulties at 30 June 1983 prevented an analysis of debit
balances to be obtained: the original figure was based on the
net amount of debit and credit balances, the revised figqure now
allows for adding back the known amount of the credit balances
at 25 June 1983,

7. Fifthly, there were several minor caleculation errors in
respect of the percentages of tax outstanding as compared with
collectable. Lastly an estimate is available of the amount of
"sutstanding debts relating to scheme taxpayers® for the 1573
vear. This amount is. estimated to be $158m.

. A revised "Table 1" incorporating the above revisions
is attached.

9. All other preamble infarmation to the Auditor-Gasneral's
Report and the statistics reflecting the amount of tax
outstanding are considered to accurately reflect the situaticn
as it existed, subject to the 'above qualifications, at the time
of the aundit.

10. Notwithstanding the above it is considered appropriats
at this peint to make clear that the Auditor-General was not the
first to bring to notice the large outstanding taxes situation
in the Taxation Office. The fact that the net amount of all
taxes and levies outstanding at 30 June 1983 was $2.9 billion
had already been reported to the Parliament in the
Commissioner's 62nd Report. Similarly reports for earlier years
had also disclosed the outstanding tax situation. .

1. It should be noted that of the $2.9b outstanding at
30 June 1983, $2.6b related to income tax while most of the
balance related to sales tax. The $2.6b income tax in broad
terms was split as follows:
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. Debts related to stripped companies
which for the most part is being sought
under the recoupment tax legislation.
$150m of this is penalty tax for failure
to lodge returns not recoverable through
recoupment tax legislation ................. $ 650m

. Debts related to trust stripping
arrangements and trust participation
in artificial tax avoidance schemes
which are subject to challenge ............. $ 158m

. Debts related to individuals and
non-strip company participation in
artificial tax avoidance schemes
and arrangements which, for the

most part, are subject to challenge ........ % 82%m
. Total related to tax avoidance and
stripping activities $1637m

Included in this total is about $200m
additional tax imposed under section
226(2) (overclaiming deductions/non
full and true disclosure) which is
subject to legal challenge.

Also included is about $90m in
respect of additional tax for

late payment.

. Debts not related to avoidance/
stripping activities .........c.0vvuuin.... $1092m

TOTAL $2729m
. Less amount of credit balances at

25 June 1983 $ 155m

NET Individuals and companies income

tax outstanding $2574m

Included in this total is $303m which
was not due at 25 June 1983,

Since 30 June 1583 it is estimated that these debts have been
reduced by approximately $1b., the larger part of this being
chgough collections but some reductions occurred through other
adjustments, e.g. amendment of assessments. Of the $1b about
$0.3b was in respect of debts of taxpayers invelved in avoidance
and strzppiqq activities and the rest in respect of other debts.

12. The Rustralian Taxation Office has long been concerned
with the growth in tax outstanding since 1976-77, the year priot
to the upsurge in avoidance and evasion activities. However,
when the debts of taxpayers involved in income tax avoidance and
evasion are excluded from the figures the relationship between
the amounts of income tax outstanding and the total income tax
collectable (excluding P.A.Y.E.) can be seen to be much more
stable. The percentages at the bottom of the table attached
reflect this. 236
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13. To summarise the matter, when considering the statistics
presented by the Auditor-General (now adjusted) it is inmportant
to understand some of the background which has lead us to this
situation. The following points are made :

. The total outstanding figure for each of the recent
years includes a significant amount in respect of
stripped company and other tax avoidance activities.

. The 1983 fiqures include significant amounts of
penalty tax which are under challenge in the courts.

N The 1983 figures include about $90m in respect of
additional tax for late payment that was not
raflected in the 1982 fiqures because of a change in
procedures as to when this penalty should be debited.

. There have been considerable difficulties in the past
in attempting to recover tax that is in dispute and
there have been a number of cases where courts have
given judgment but not allowed execution of judgment.

. Administrative action taken by the Commissioner since
early 1983 to disallow outstanding objections in tax
avoidance cases and to seek to recover the tax that
has been assessed is beginning to show results.

. The amount of outstanding tax at the end of the year
of income includes amounts not yet due for payment.
At 25 June 1983 this amounted to $303m.

14. As indicated in the table the debts relating to tax
avoidance schemes, evasion through asset stripping activicies,
etc. have only become significant since 1977. This is because
it has only been possible to raise assessments after detailed
investigations of often verv complex arrangements have been
carried out. These investigations have been continuing for a
number of years and hence the outstanding debts relating to
these cases have continued to increase. This continued action
reflects the Commissioner's resolve to challenge these schenes
and arrangements.

15. Turning to specific matters raised in the
Auditor-General's Report.

DEFICIENCIES IN RECOVERY PROCEDURES

16. Audit found in the Brisbane Office that a number of
weaknesses existed in control over the preparation of computer
input forms for the imposition and remission of penalties.
These included

*, input forms could be returned to the preparing
officer after authorisation
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. a i
Pg;?g;;ged forms were placed in an easily accessible

. correction £luiad was commonly used on the forms

. there was no provision for re auth
i - orisation where the
same form was re-input following rejection, and

. there was no check of authorisati
" . on
authorised signatures," fo @ list o

17. Since the audit all officers as
i d - sociated with the
prepacation, auchorxsapxcn and input (including :e-ingut) of
computer input forms (i.e. the tirst four points), and in
Esigégglgr acgounting transactions. have been reminded of the
rocedures that they are to follow. These
are well documented and contained in manuals dealingroceduces
specifically with these matters.

18. In relation to the fourth poi
. a e point, concerning
gi-authgr}satlon_for re-input of rejected transactions, there is
 brovision on input Ey:ms f£or re-authorisation following
tejection of a transaction because, except in very exceptibnal

circumstances, a fresh input
Shogunetanses, but form would always be prepared for

hE- Subsequent to these matters bei
R i ) 1lng reported the D
ngm1s51one: in Brxsbane'has had an in-house audit‘condﬁgg:g of
€ areas concerned and is satisfied that a more than adequate
level of control now exists. ¢

20. On the fifth point there is a requi

forms be checked to ensure that they hagglgzzﬁn:igxzs i;put
authorised officers, However, it must be said that signature
checking of this type cannot be relied upon as a ‘total control
measure. Aa number of other checks, or cantrol measures, exist
in the processing system to ensure that only valid tranéactioné
are processed. These additional controls include:

(a) serially numbered input forms, the i i
. e
controlled and recorded; tesne of which are

(b) computer edit checks on the valid i
Somputer edl ity of input form

(¢} routine checks carried out on refund transactions in
the general course of processing:;

(a

—

additional checks carried out on la
rge )
they are allowed to issue; and §¢ refunds betore

(e) special-criteria incorporated intec the computer

system which reports certain refund t i
. i ransactions
scrutiny by internal audit officers. for
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It is ‘considered that the non-checking of signatures is a
relatively minor matter when viewed against the range of
compensating controls present.

2%, During a review of recovery files in the Sydney Branch,
Audit noted that documentation standards were not satisfactory
in all cases. Specifically -

. “Difficulty was experienced in following a sequence
of events from case documentation, correspondence was
not always clearly addressed, signed or dated, legal
documents were loose in the files, approval
signatures were not always decipherable and file
cover markings, particularly the recording of
recovery action codes, were not always completed.®

22, The Deputy Commissioner acknowledged that personnel not
familiar with the work of the area may have some difficulties in
reading certain folios of recovery files mainly because of the
use of abbreviations and jargon. He said, however, that files
do follow a chronological sequence and all actions taken are
evidenced by copies of letters to taxpayers, memoranda,
submissions and the like which are sequentially folioed.

23. Notwithstanding the foregoing comments the Deputy
Commissioner agreed that complete and tidy documentation is
essential and has issued an instruction directing statf to
ensure that all submissions and reports on recovery files are
signed in a decipherable way and are presented in a fashion that
is understandable to any officer who in the course of duty may
be required to review the files.

24. He also added that the proper documentation of cases is
covered in training manuals and is emphasised in training
courses. In addition, recovery team leaders and more senior
supervisory personnel are constantly monitoring the procedures
during the normal performance of their duties.

25. In relation to the provision of action code information
on recovery file covers he said that there are many cases when
bulk handling of £iles is required and it was not always
economic to enter details manually on each case. This he added
was not considered to hamper efficiency in any way as other
facilities exist to readily determine the current position of
any particular recovery case.

26. on Audit's comment that legal documents were loose in
files the Deputy Commissioner said that these documents were
copies of the originals that had been lodged at the courts and
are XKept loose at the back of recovery papers for ease of
reference, Audit's concern, which is presumably that they may
be lost, is., in the experience of senior experienced taxation
officers. unfounded.
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27. Audit testing of the imposition of additional tax fof
late payment in the Sydney Branch disclosged an unsatisfactory
eituation in that instances were noted where additional tax
imposed was lnaccurate, calculations had not been checked, a
"period of grace" was not uniformly allowed and documentation
standards had not been met.

28. In relation to this criticism the Deputy Commissioner
said that the audit findings were based on a relatively small
sample. Out of 25 cases sampled, two were found where the seven
days perlod of grace had not been taken into account. The
Deputy Commissioner further said that it was neither possible
nor productive to check all late payment penalty calculations
but all those over $100 are checked as well as those below $100
where the calculation is made by an inexperienced clerk.

29, The documentation standards referred to by Andit relate
to the signing and updating of penalty calculation forms and to
the endorsement of the input serial number. Recent sampling
undertaken show that these omissions no longer exist.

30. The Deputy Commissioner has advised that the difference
in approach in allowing a "period of grace" occurred between the
Recovery and Revenue Control sections and that procedures in
Revenue Control have since been adjusted to conform.

3. The auvdit in Sydney further disclosed two specialised
areas of recovery in which difficulties had arisen:

. "there was a significant number of cases where
recovery had not been effected on excess or dual
credits of tax instalment deductions allowed to
taxpayers®", and

. "with regard to recovery of court fines (mostly
under $100), it was noted that cases of 1975 origin
had yet to be fipalised.®

32. As indicated in the response provided by the Deputy
Commissioner there are some difficulties associated with
collecting amounts where there has been a dual or excess
allowance of tax instalment deductions. Debts which arise in
this manner require special action as distinet from normal
action as for income tax debts because they represent losses of
public monies.

33, The majority of individual debts involve less than $500
and cye total value of cases is generally less than $200,000 at
any time. Because most of these debts are of low value and they
are often collected by absorbtion of credit arising in
subsequent year assessments they are not afforded a high
priority.

34. Also the questions raised regarding police court fines
have been addressed with those cases being isolated from other
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work to ensure, as far as possible, and as resources permit,
they are given attention in a timely manner. It should be noted
that many of those fines are the responsibility of the State
Courts administrations to collect and as such are outside the
direct control of the Taxation Office. Of the balance, the
majority are less than $50 and due regaxd has to be given to the
cost-effectivenss of proceeding with action to collect these
debts when resources are scarce and many larger debts exist.

3s. The audit in the Melbourne Branch revealed that
considerable delays in re-activating recdovery proceedings would
occur where cheques in settlement of accounts were dishonoured.
In one instance, the recovery case was closed on receipt of a
cheque for an amount in excess of $1000 from the taxpayer but
the cheque was subsequently dishonoured and recovery action was
not re-activated until more than 4. months later.

36, New procedures have now been introduced to ensure cases
falling into this category are re-activated in a timely manner.
The Deputy Commissioner advised that with the introduction of
the procedures, closed recovery cases can be re-activated in
little over a week following advice of a dishonoured cheque.
This is considered to be more than adequate.

DELAYS IN PROCESSING RECOVERY ACTION

37. Audit of recovery units in several branches disclosed
difficulties in coping with the workload. 1n particular aundit
noted that the Brisbane unit had severe backlogs in the area of
reviewing compliance with arrangements, following-up on
correspondence and reviewing cases generally. These problems
were most noticable in the area handling cases where collection
of tax has been deferred for some reason. This area also
handles recovery of tax where assessments are in dispute. In
these cases it is policy, where avoidance schemes are involved.
to regularly calculate the amount. of additional tax for late
payment that is accruing, bring the account up to date and
advise the taxpayer. Audit found that this action was in
arrears,

38. As indicated by the Deputy Commissioner in his response
to Audit, additional staff have been deployed to the "Deferred
Tax Unit* to overcome the backlogs in that area and there has
heen considerable success in updating additional tax.

39. Further, control of unanswered correspondence in that
area has now been included in an office wide correspondence
control system which will ensure that in future there is an
adequate follow-up of all recovery related correspondence, in
particular that relating to arrangements for the payment of

tax. 1In this regard it is a policy objective of the Australian
Taxation Office that a reply to taxpayer correspondence be
issued within 28 days of its receipt. The Deputy Commissioner
has taken steps to ensure that this objective is met.
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40. Audit noted considerable delays in bringing appeals in
tax avoidance scheme cases to conclusion in the Sydney Branch.

41, There is of course much that the provision of additional
staff can do to overcome backlogs and this step has been taken
by the Deputy Commissioner but in a large number of cases action
and eventual finalisation, particularly in the more complex
appeals cases, must await the often protracted processes of law.

32, As indicated in the audit report the Deputy Commissioner
noted that where tax avoidance cases are involved there is a
need to obtain detailed evidence for test cases. Further there
are difficulties created by the complexity of the finamcial
systems involved in the various tax avoidance schenes
encountered and in the way some taxpayers sought to take
advantage of all available legal options to defer payment of tax.

43. At the time of the audit in the Perth Office extensive
delays were being experienced in obtaining replies for opinions
from the Deputy Crown Solicitor's office. One request noted by
Audit had been outstanding for over 4 Years. Delays were also
apparent in action by the Deputy Crown Solieitor's Office on
requests for preparation of writs and prosecutions.

24, The Deputy Commissioner has advised that since the
criticism by Mr Costigan of the Deputy Crown Solicitor's office
in Perth there has been a significant improvement in the service
provided to this Office. Further, assistance requested in
obtaining judgment in defended actions has been prompt and
efficient and there have been no inordinate delays in responding
to requests for opinions in recovery matters.

45, Some cases involving the issue of Writ of Summons were
noted in the Brisbane Branch where the inability of the Taxation
Office to correspond direetly with the taxpayers concerned had
contributed to delays in finalising recovery action. 1In these
cases the correspondence had to be channelled through the office
of the Deputy Crown Solicitor. As Audit noted, this matter was
the subject of correspondence with the Registrar of the
Queensland Supreme Court in 1981 but was not favourably received
at that time. The sitvation in Queensland has not changed since
then and nothing has indicated any change in attitude of the
Queensland courts on this matter.

DEFERMENT ARRANGEMENTS

46. Rudit noted that the Income Tax Act provides that income
tax is recoverable even though an appeal or reference is pending
on an assessment. It should be noted that the Taxation Office
has taken the view that recovery action will not be commenced
where an objection, as distinct from an appeal or reference, has
been lodged against an assessment whilst that objection remains
undetermined,
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47. The Taxation Office policy of deferring legal recovery
action where a taxpayer, with an appeal or reference pending on
an assessment, agrees to pay 50% of the tax in dispucg together
with the tax not in dispute is referred to in the audit report.
As mentioned in the pre-amble to this response two important
points need to be taken into account. Firstly, in cases where
the dispute involves a scheme or arrangement to avoid tax this
policy deces not apply and legal recovery action is to be
undertaken where tax is outstanding. Secondly, where payment of
tax is deferred additional tax for late payment continues to
acecrue on any unpaid amount and will also be pay§b1e in the
event that the taxpayer is unsuccessful in the dispute
(additional tax for late payment is currently calculated at the
rate of 20% per annum).

48. Legal recovery action in cases whe:? appeals or
references are pending on assessments has in most cases been
ineffective because whilst courts will give judgment on the debt
the usual practice is for the taxpayer to seek a stay of
execution pending resolution of the §1spute and such requests
are usvally granted. It was not untll_}ast_year tha; a court
decision enabled effective recovery action in one of these
cases. The particular case involveq a debt which arose
following disallowance of a tax avoidance arrangement by the
Commissioner, judgement was granted, the taxpayer sought leavg
to appeal to the High Court but this was denied. <Current policy
reflects the success in this case. It should be noted that
Taxation Office policy in this area was modified in April 1983
following that court decision.

49. Audit enquiries in Brisbane revealed a number of
deficiencies in the operation of the deferment arrangements.
These included:

different bases for calculation of the amount to be

deferred

. lack of evidence of the basis of the arrangement
entered into in some instances

B cases where full deferment was granted, and

. failure by taxpayers to comply with deferment

arrangements entered into.

. s reported by the Auditor-General in respect of points
ige, twg a:dpthree tge beputy commissioner.has ma@e extra
resources available and this has resulted in considerable
success in formalising deferment arrangements where these were
previously non-existent or incomplete.

- In relation to the fourth point the audit enquiries were
;ide before the court decision in April 1983 was handed down.
Taxpavers' advisers were well aware of tbe‘d1££icu1t1es the
Taxation Office had in effactively recovering tax by legal
processes where disputes on assessments existed and hence they
were quite prepazed to dishonour any arrangement they may have
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entered into to pay the tax outstanding. It is clear that
attitudes are now changing in this regard and it is likely that
the factors contributing to this change are:

. the lncrease in the rate of additional tax for late
payment to 208% p.a., and

. changes to the law limiting the Commissioner's power
te remit additionpal tax.

In closing on this matter it is mentioned that the Deputy
Commissioner has, to the greatest extent possible, made
available additional staff to follow-up non~compliance with
deferment arrangements.

MANAGEMENT INFORMATION

52. The audit in Brisbane indicated some areas where reports
on the performance of the Recovery Section could be improved.
The existing performance monitoring system did not include
reports on cases finalised as a means of assessing
effectiveness. A weekly report detailing outstanding workload
had not been produced for some months. In addition, there were
no reports on taxpayer compliance with deferment arrangements.

53. The Deputy Commissioner has re-instituted the weekly
report detailing outstanding workload. additionally ‘Taxation
Head Office is developing a series of monitoring reports which
are to be introduced progressivgly as computer systems permit,
and which will provide Deputy Commissioners with a more detailed
overview of collection performance.

CONCLUDING COMMENTS

54, The Committee may be interested to know what, if any.
significant things are outstanding in relation to matters raised
in the Auditor-General's Report. In this regard the major
matter not yet completed is a total review of recovery
activities, this is being pressed ahead with some urgency.
Following initial research in all major offices a conference was
held earlief this year at which the major identified
deficiencies were discussed at length. Arising out of that
conference were a set of priorities to be adhered to when
actioning recovery cases, performance standards for settling
recovery cases for various levels of debt and c¢learly defined
work segregation arrangements for recovery cases. Following on
from that conference work is being done to review staffing
numbers and classification together with a number of other
matters in the recovery area.

55. In conclusion, it must be said that much of what has been
reported relates to relatively minor procedural matters which
because of the complex nature of recovery actions, the volume of
cases being handled., the number of staff involved and the high
staff turnover rates being suffered, cam, to some extent, be
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expected. Branch Offices run quite comprehensive recovery staff
training programmes, check all the work of inexperienced clerks
and the work of other clerks is subject to sample checking. It
can be seen from the foregoing that the Taxation Office has
responded to Audit criticisms in a responsible manner.

13 JUuLY 1984
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INCOME TAX OUTSTANDING AND COLLECTIONS (a)
ndividuals and companies.

a
€

A~-D
account of credit balances at 25 June 1983.

instalment deductions, and dividend
Scheme taxpayers" are taxpayers involved in tax avoidance schemes.

Includes a component due after 30 June.
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"

(a) Only relates to i

relating to scheme
scheme taxpayers for
year (estimated)
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E. Collections from

OUTSYTANDING TAX AS PERCENTAGE OF TOTAL COLLECTABLE TAX

30 June

A. Qutstanding Tax

B. Collections for Year
C. Total Collectable tax
D. Outstanding debts
All Debts

Excluding

Scheme Cases C~D-&
Notes:

A and D:

D and E

JOINT COMMITTEE OF PUBLIC ACCOUNTS
Enquiry into the Auditor-General's Report - March 1984

Submission by the Attorney-General's Department

This submission retates to the following two matters raised in

the Auditor-General's Report - March 1984, at page 177.

(a) Delays by the Deputy Crown Solicitor's 0ffice, Perth,
in responding to requests by the Perth Branch of the
Australian Taxation Office for opin?on§ (paragraphs

2-9 below).

(b} The {issue of Writs of Summons by the Deputy Crown
Soticitor's Office, Brisbane, (paragraphs 11-13

below}.

Delays by the Deputy Crown Soliciter's Office, Perth

2. The relevant paragraphs in the report are as follows -

‘In the Perth Branch, extensive delays were being
experienced at the time of the audit in November 1982 in
obtaining replies to requests for opinfons from the Deputy
Crown Solicitor's Office. One request noted by Audit had
been outstanding for over 4 years., Delays were also
apparent in action by the Deputy Crown Solicitor's Office
on requests for preparation of writs and prosecutions.

The Attorney-General's Department has advised that since
the time of the audit steps have been taken to ensure that
delays of the kind referred to do not occur again.’

Context of the Audit

3. The audit of the Perth Branch of the Australian Taxation
Office upon which the first quoted paragraph is based, took
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place shorly after -

{a) the tabling of the 4th Interim Report of the Costigan
Royal Commission on the Activities of the Federated =
Ship Painters and Dockers Union ('the Costigan Report'
~ tabled in the Senate on 24 August 1982); and

(b) at the time an examination of the Deputy Crown
Solicitor's Office, Perth, was being conducted by Mf‘
A.F. Smith, the then Treasurer of the Law Council of
Australia - his report ('the Smith Report') was tabled
in the Senate on 2 June 1983.

4. The Costigan Repor§ made a number of findings critical of
the Crown Solicitor's Division, particularly in retation to fhé
handling by the Deputy Crown Solictor's Office, Perth, of a
matter relating to revenue fraud. Detailed discussion of that
criticism took place during the Senate Estimates Committee
hearings on 13 September 1982 (Hansard Report of Senate
Estimates Committee A, pages 242-284). ’

Steps taken

5. Disciplinary proceedings were brought under the Public
Service Act against three members of the legal staff of the
Deputy Crown Solicitor's Office, Perth. As a result, one

officer was compulsorily transferred, another officer was
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demoted and a third officer was recommended for dismissal,
Acting on that recommendation, the Public Service Board
dism}ssed the third officer. An appeal is pending to the High
Court in respect of the Board's decision to dismiss the third

officer.

6. An examination by the Public Service Board of the staffing
and other resources available to the Crown Solicitor's Division
was conducted in late August and early September 1982, The
examination noted, amongst other things, a need for increased
staff for taxation and revenue matters. The examination alse
observed the need for further work on the impiementation of the
recommendations made by the Joint Management Review of the
Crown Solicitor's Division (June 1980). 1In October 1982, the
then Government approved a staff ceiling increase for the
Department, the effect of which was to increase the 1982-83
staff ceiiing for the Crown Solfcitor's Division from 439 to
509, with the reservation that the increase would be subject to
revision as implementation of the Joint Management Review

progressed.

7. The Smith Report found ground for criticism of the Deputy
Crown Solicitor's Office, Perth, but expressed support for the
inftiatives that were befng taken in the Office in
implementation of'the Joint Management Review., The Smith
Report proposed certain additional measures. Steps have been

taken to implement the majority of the measures recommended by
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the Smith Report, in particular, the provision of additional
staff and acccommodation, the inprovement of office procedures
and client 1iafson arrangements and the elimination of backfogs

of work that gave cause for concern,

8. MNew procedures were introduced for the monitoring of work
of the Crown Solicitor's Division. These procedures have been
modified to ensure their effectiveness and efficiency and now
require each Diractor of Legal Services (the designation
‘Director' replaced the designation 'Deputy Crown Solicitor'
following the Departiment's re-organisation) to furnish to the
Secretary a Monthly Management Report, one objective of which
ts to ensure that any important matters the subject of delay is
brought to attention and steps taken to correct the position.

These procedures are being kept under review.

9. An indication of the improvement 1n the Deputy Crown
Solicitor's Office, Perth, 1s to be found in the following
extract from a letter that the Royal Commissioner, Mr F.X
Costigan, Q.C., wrote to the Department in August 1983
referring to the fact that the Deputy Crown Solicitor's Office
in Perth had acted in Tegal proceedings in which the Royal
Commission was concerned and that it had 'so acted at the

highest level of professional competence’.
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The issue of Writs of Summons by the Deputy Crown Solfcitor's

Office, Brisbane

10. The relevant paragraphs in the Report are as follows -

‘Some cases involving the issue of Writ of Summons were
noted i1n the Brisbane Branch were the fnability of the
Taxation 0ffice to correspond directly with the taxpayers
concerned had contributed to delays in finalizing recovery
action. 1In these cases the correspondence had to be
channelled through the 0ffice of the Deputy Crown
Solicitor.'

‘The Attorney-General's Department advised that, although in
other States most Writs in Superior Courts are issued by
the Taxation Office, in Queensland the Supreme Court Writs
are issued by the Deputy Crown Soficitor’s Office by reason
of a practice of the Queensiand Supreme Court. The Court
declines to accept for issue process in the name of a
corporate entity (in which category it places the Deputy
commissioner of Taxation) unless the process is filed by a
Solicitor of the Court. A proposal that the Deputy
Commissioner of Taxation should issue his own process was
placed before the Registrar of the Supreme Court in 1981
but was not accepted.'

11. The delays to which the paragraphs on the Report refer are
confined to those cases in which a defendant seeks to enter
into negotiations for extension of time to pay the debt claimed
or to make other representations to the Taxation Office and
seeks to do so through a Solicitor. While the
Attorney-General's Department does not dispute the proposition
that the greater number of persons involved in effecting a
communication, the greater 1ikelihood that there wiil be delay,
i1t does dispute any suggestion that significant delays occurred
in the Brisbane Deputy Crown Solicitor's 0ffice in referring
tax payers' representations to the Brisbane Taxation 0ffice or
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in conveying the Taxation Office's response to tax payers.
Moreover, although the volume of such Writs {ssued by the
Brisbane Deputy Crown Solicitor's Office is Targe (in the order
of 2,000 per annum in Brisbane and Townsville) it is estimated
that the percéntage of those cases in which such communications

or representations occur are no more than 5%.

12. A copy of the correspondence between the Deputy Crown
Solicitor's Office and the Registrar of the Supreme Court
relating to the proposal that the Deputy Commissioner of
Taxation should issue his own process form Attachment A and B

to this submission.

Measures to _improve the standard of service provided by the

Department in revenue matters

13. The Department is concerned to ensure that all necessary
resources (staff or otherwise) required to perform tax work in

a timely and efficient manner are available.

14. The recent creation of a Revenue Branch in Central Office
reflects the Department's concern. The Revenue Branch has been
Fstab1ished to give priority to revenue enforcement matters, in
particular to co-ordinate with relevant revenue agencies
Titigation strategies on revenue enforcement matters. The
Branch presently consists of one Senfor Assistant Secretary,

two Principal Legal Officers and one Steno-Sec Grade 1. The
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structure of the Branch is being reviewed with a view to

expanding it.

15. More recently a survey of the resources availabie for tax
work in the Department's Regional offices has commenced with a
view to ascertaining what further steps may need to be taken to
ensure that the Department provides a high standard of service

in a context where the demands on it in this area are

increasing.

12 July 1984
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ATTACHMCNT A

The Repistrar
Supreme Court

4000 16 April 1981

Dear Sir,

ISSUE OF PROCEEDIRGS BY THE DEPUTY
COMHISSIONER QF TANATICON

I refer to the meeting in your office on 14 April 1981
when I discussed with you certain proposals concerning the
future conduct of litigation by rhe Conmonwezlth involving
the recovery of unpaid income tax.

As advised the Commonwealth nroposes that, in the
near future, all cases for the recovery of incone tzx that
arc presently conductead hy the CTommonwealth Crowa Sclicitor
would be conducted by the staff of the Deputy Connissioner
of Taxation. At present this office handles all cases for
amounts above the jurisdiction of the Hazistrates Court
and this involves the issue of ¥rits out of the Supreme Court.

The proposed new arranpenents would inveclve the issue
of proceedings by the Reputy Commissioner of Taxatien in the
Supreme Court and possibly the Districc Court.

I would draw to your attenticn some relewvant provisions
of the Income Tax Assessment Act 1236 (Commonuealth), Underx
Section 208 of that Act =

“fncome tax when it hecones due and payable
shall be a debt due to the King on behalf of

the Commonwealth, and payable to the Commissiomer
in the manner and at the place prescribed.”

The position of the Deputy Commissioner of Taxation
is that he is a Commonwealth public servant and by virtue
of Section 209 of the Act -

"Any tax unpaid may be sued for and recovered
in any Court of competent jurisdiction by the
Commissioner or a Deputy Commissioner guing in
his official name."
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The High Court considered the position of, &
pepury Commissioner of Tawation as a plaintiff in an
action for recovery of tax in the casc of James V.
Deputy Commiasioner of Taxation (1957 87 CLR 23), There
Tt was 8aid at p.3o that a Deputy Commissioner of Taxsatilom
"may proceed in his own name but he sues for the Crown and
a2s plaintiff or actor it is not in his own right but that
of the Crown that he proceeds.”

The Deputy Commissioner of Taxation is.:h?s not &
corporation role as is, for example, the Conmissioner for
Reilvavs. This suggests that there is no reason why the
Peputy Commissioner of Taxation himself cogld not comnduct
such recovery actions a8 are contenplated in both the
Supreme Court and District Court.

Officers of the Deputy Commissioner of Taxation in
New South Wales have for some 30 Yyears issued process out
of the Supreme and pistrict Courts of New South w«1e5: At
the moment the majority of the process in that State 1is
jgsued out of the District Court where the jurisdiction goes
to $20,000. Trom enquiries I have made from Deputy Crown
solicitors, no octher Repistrar of a Supreme Court of any of

the States has exhibited opposition to the suggested new
arrangements.

1 would appreciate your advices as to your attitude
as Registrar of the Suprene Court and the District Court
to the propasal set forth ahove.

Yours faithfully,

(J.0. JERKS)
A/DLPUTY CROWN SOLICITOR
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16th June, 1981

Dear Sir, .

Ret: 1Issue of proceedings by the Deputy
Commissioner of Taxation

I acknowledge receipt of your letter of 16th April, 1981

and as previously discussed I have to advise that the contents

of your letter were discussed with the Honourable The Chief
Justice,

His Honour is in complete agreement with me that the
proposals contained in your letter are unacceptable to this

Registry.
Yours faithfully,
N . CAMPBELL)
egistrar,
r 1

J.0, Jerks Esquire,
Acting Deputy Crown Solicitor,
Commonwealth Crown Solicitorts

Box 1408 G,P.O.L
BRISBANE. Q. 001 N

JOINT COMMITTEE OF PUBLIC ACCQUNTS

Enquiry into Auditor-General's Report March 1984

Submission by the Australian Taxation Office

WOOL_TAX (Reference 22.2)

56. This audit was conducted at the Sydney Branch with the
object of reviewing legal compliance, financial regulacity and
cost effectiveness aspects associated with wool tax collection.

57. Wool tax is a self-assessing tax which is collected by
the Australian Taxation Office. The tax is collected to fund
the activities of the Australian Wool Corporation in relation to
wool research, wool use promotion and wool marketing.

58, The Auditor-General's report raised several matters of
concern in relation to wool tax processing arrangements in the
Sydney Branch Office and each of these was answered by the
Deputy Commissioner. For the most part his responses are
accurately recorded in the report. However, further comments
are warranted on some of the matters ejther to clarify certain
points or to provide the current position regarding the
correction of certain deficiencies noted in the report.

conputer System

59. The Deputy Commissioner noted that the computer system
through which wool tax transactions aze processed and on which
records are kept was not specifically designed for wool tax and
this has led to a number of processing difficulties.

60. The present system fits within the National Taxpayer
system (NTS) operated by the Taxation Office. This system was
designed primarily to suit the processing requirements of income
tax (not including Pay-As-You-Earn or Prescribed Payments).

When originally developed it was intended that the wool tax part
of the computer system would do no more than provide the basis
for recording collections of wool tax. It was recoghised that
the overall wool tax processing system would continue to be a
manual system.

61. It has long been accepted that the computer system could
do more but priorities have had to be assigned to areas of most
importance in terms of where the greatest savings can be
achieved or collections increased. At this stage wool tax,
which is a self-assessing tax, raising $142 willion from 3,016
returns lodged each year and costing less than $0.5 million
annually to collect cannot he regarded as having a high priority
in deciding where scarce computer programming resources are to
be allocated, particularly when compared against areas such as
P.A.Y.E., Prescribed Payments, other income taxes, sales tax,
etc., which each raise far more revenue, cost far more to
administer and concern a far greater number of taxpayers.
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62. Turning to the specific matte s
Auditor-General's repors. T8 falsed in the

Invesriqations

63, Audit was critical of the small a
. d mount of inve
:gilvity in the wool tax area and the lack of any plasﬁig;tign
t § area. The Deputy Commissioner in replying to audit agreed
rezsuzgzgeagzglggi ai:ool tax %nvestigation programme and given
e was unlikely that a formal ro
ngiseg, would have been achieved in recent years.p Tg:agzz& ggr
5 lies in the need to use relevant personnel on sales tax

investigations particularly those i
a . where
were believed to be involved. ¥ avoldance arrangements

under payment., It is not the case that th i
X . ere is eviden
ggs:;:::a:}e under anment. A review of all wool tax ee of
gations carried out by the Sydney Branch offic i
1 January 1978 provided the following informatiaon: ice since

Number of investigations - 52
Number where no underpayment detected - 40

Number where underpayment detecte
than $500 4 tess - 4

Number where underpayment detected
between $500 and $2000 - @

Significant underpayments of
following amounts : $4,731,
$5,435, $17,024 and $138,724 - 4

65. It should be noted that in the largest ca
the office had been provided with info:macign f:oms:nigzgziﬁifd
source and that that investigation was not carried out as part
of 4 Programme of investigations. Its inclusion in the F
:;3&;5:&:: gégiogts th: total picture. Experience has therefore
| Wo aX returns are, for the most
litgle addltzona} revenue is obtained fronm :eggiﬁgfigsgggiggtigg
Projects. 09 th1§ point it should be remembered that wool tax
is in the main paid by brokers out of the proceeds of sales on
beha;f of growers. Morover, the proceeds from wool tax are
applied to wool Lesearch and wool use promotion and, in more
recent years, to finance the administrative marketiﬂg
arrangements of the Australian Wool Corporation, Because of the
assistance the proceeds of the tax provides to the wool irdustr
Ltself, there is less incentive to minimise or avoid its pa b
than is the case with other taxes. paynenc
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66, It should also be noted that the Australian Wool
Corporation closely monitors activities within the wool industry
and, following changes to the legislation under which that body
operates, it is now possible for it to provide non-compliance
information to this office. The report noted that the Deputy
Commissioner proposes to have discussions with the Australian
Wool Corporation to make arrangements for supply of

infermation. Thase discussions have not yet taken place but
they will in the near future.

System Weaknesses

67. Audit noted a number of procedural problems in this
section of the report. These problems included lack of
up-to-~date documentation, non-adherence to procedures in one
situation, some minor delays in moving returns from one section
to another, some duplication in movement of documentation within
the office, lack of a permanent register of £inal demands issued
and the lack of account postings in certain situations on
computer records.

68, Wone of these matters has affected the overall
administration of wool tax nor has it resulted in any loss of
revenue. Of those matters which do not rtequire any computer
nodifications the Deputy Commissioner in Sydney has advised that
appropriate corrective action has been taken. Specifically the
Deputy Commissioner has had the wool tax procedural manual
reviewed and updated to reflect the current processing
arrangements. Further, written instructions have now been
igsued and these have eliminated the duplication of
documentation reported by the Auditor-General as well as the
instances, where the under-remittance procedure was not
followed. Lastly the written instructions now ensure that final
notices are issued in all cases where returns are not received
within 10 calendar days of the due date. The Deputy
Commissioner has also advised that a permanent register of the
£inal notices issued is now maintained in the file control
lodgments area. With regard to those matters requiring computer
system changes, &s indicated earlier, a review is planned but
priorities at this time are such that this cannot be done for
some time. There is a recognised need to modify the existing
computer system to provide more assistance to those responsible
for wool tax protessing.

Internal Control

69. Under this heading there were two matters mentioned of
a trivial nature, both related to lack of evidence of certain
checks being carried out. The Deputy Commissioner advised that
appropriate action had been taken to satisfy Audit desires in
this area. A third matter mentionad related to the granting of
extensions of time to pay wool tax by an officer without such
authority.
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70. For the record, the specific facts surrounding this
latter case were recently obtained from the Deputy Commisioner
in Sydney and they are set out in the folleowing paragraphs. It
will be seen that technically the officer exceeded his authority
but given the circumstances of the case the action was
completely correct and no revenue was placed at risk.

71. The taxpayer involved was a wool dealer located in the
western area of New South Wales who ceased business in March
1981 and secured part-time employment with the local Pastures
Protection Board. The balance of wool tax outstanding at that
date amounted to $1,297.77. Following a number of telephone
calls the taxpayer, in February 1982, forwarded a statement of
assets and liabilities accompanied by a cheque for $500 and a
p{:oposal to pay the balance at the rate of $20 per month. 1In
view of the nature of wool tax and the taxpayer's meagre assets
Z?giz:gposal to pay was approved by the appropriate authorised

72.. . A’lecr_er issued to the taxpayer on 10 Fabruary 1982
advising him that the office was prepared to accept payment of
$20 per month. for a period of six months when the position was
to be reviewed. At the expiration of the period of six months
the position was reviewed by the Wool Tax Internal Examiner who,
unfortunately, did not submit the matter to the authorised
officer but continued the arrangement. There is no doubt
approval to continue the arrangement would have been given by
the authorised officer. 1In April 1983 the matter was again
considex_:ed by the appropriate authorised officer who gave
continuing approval to the arrangement.

73. The taxpayer, except for the months September
1982/December 1982, has adhered to these arrangements and in a
letter just received said he would, on receipt of advice as to
the balance outstanding, clear the account. This matter is
being attended to.

74. ~  Whilst this was an isolated instance, the Deputy
Commissioner has taken steps to ensure that such actions should
not occur in the future.

Legal Compliance

75. Three matters were reported under this heading. These
were -

(a) Falilure to give notice to taxpayers when they
cancel their registrations;

(b) A significant number of returns are lodged after
the due date; and

(¢} Additional tax for late payment was generally not
charged.
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76. The first matter is a minor one and has been corrected.
On the second point the results of Audit sampling and a survey
conducted by the Sydney Branch Office differ considerably. Aundit
arrived at their conclusions by using a sample of twenty-five
taxpayers who lodged 312 returns in a year and the Sydney Branch
surveyed all the returns lodged during two months. The Audit
sample indicated that only 5% of returns were lodged by the due
date whereas the Sydney Branch survey put this at 35% with a
further 49% lodging by the end of the month (i.e. within ten days
of the due date). Under existing procedures final notices are
sent where the returns are outstanding beyond the end of the
month.

77. Auvdit commented that the different results obtained by
the Audit tests and the Sydney Office survey indicate a need for
this office to keep the matter of lodgment of returns under
review. This is now being done.

78. The third matter was due to procedural deficiencies in
the wool tax processing area and has now been corrected. The
number of cases where additional tax for late payment is imposed
is small and the failure to notify wool tax taxpayers of the
amount would have resulted in only a very small loss of revenue.
In this respect it is noted that since the matters have been
corrected (about seven months ago) the amount of additional tax
notified to taxpayers for late payment of wool tax is
approximately $8,400 and of course some of that would have been
notified in any event. It is mentioned however, that there has
been a noticeable improvement in lodgment patterns and, whilst it
is not possible to state a reason positively, it may have been
due to 'the more consistent approach to notifying additional tax
for late payment now being followed.

Matters raised with Taxation Head Office

79, Following Audit examination of the Sydney Branch Office
several questions were put to Taxation Head Office foxr response
and comment. For the most part the comments attributed to the
Taxation Office on these matters (see pages 182 and 193) of
Auditor-General's report) are a fair summation of the responses.

However, the following additional comments are provided to
complete the picture.

Additional Tax

80. Audit gueried whether consideration was being given to
increasing the rate of additional tax for late payment of wool
tax from 10% to 20% to bring it in line with that applying to
income tax. BAudit was advised that this had been recommended to,
and accepted by, the previous government and that the present
government has said it will proceed with this measure.

Responsibility for Wool Tax Administration

8l. Audit sought comment on whether consideration had been
given to passing responsibility for wool tax administration to
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another department., Little more needs to be added to what has
been included in the report other than to say that no further
consideration has been given to this matter at this stage.

Disclosure by Farmers

82. Audit sought Taxation Office comments on the feasibility
of comparing income from wool sales shown in income tax returns
with sales disclosed by brokers in wool tax returns.

83. This question relates more to income tax administration
and in this regard the Commissioner of Taxation has wide powers
to obtain information. 1Indeed these powers are used when
necessary either in the investigation of individual cases or in
‘the carrying out of projects in particular industries as
envisaged by Audit. The report accurately reflects Taxation
Office comments on this point.

Confirmation that all Wool Tax has been paid

84. Audit sought information on whether the Taxation Office
satisfied itself by reference to information available from other
agencies that all wool tax that should have been paid was in fact
collected. The comments in the report attributed to the Taxation
Office are a fair representation of the response and no more
needs to be added. In short, it is considered that deficiencies
in available external information are such that any attempted
reconciliation would be inconclusive,

Forms Desiqgn

85. The final point made by Audit concerned the ocutmoded
wording still present on the return forms. As indicated this
matter has been noted and is being taken into account during the
annual review of these forms which is currently taking place. 1In
this regard, the Taxation Office wrote to the Wool Council of
Australia on 17 May 1984 seeking its views on the use of metric
measurements in return forms. To date a reply has not been
received.

Concluding Comment

86. Audit did not identify any matters which would have had
any serious effect on revenue collections. All matters
identified requiring remedial action have been noted and, except
for the redesign or modification of the computer system, have
been corrected or are receiving attention. 1In the case of the
computer system priorities at the moment do not allow resources
to be devoted to that project. Notwithstanding this it is
considered that wool tax is being administered in a reasonably
efficient and controlled manner.

13 July 1984
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JOINT PARLIAMENTARY COMMITTEE OF PUBLI1C ACCOUNTS
ENQUIUB_YM_II?NTTO THE_:Y %gmjr;r OF THE AUDITOR-GEN 'MAF-I- MARRSCH0N1 84
T SURMISSTON BY THE DEPARTMENT OF VETERA AT

'PlRAéiKFH‘??TT"?‘BHEQUE‘PRGDUCTTON’IND GISTRIBUTION

P

CHEQUE PRODUCTION

During 1982/83 the Department issued 11,031,624 cheques,
which represented about one-eighth of the total number of cheques
issued by the Commonwealth.

2. In 1983/84, despite a growth of almost 25,000 in the
total number of payees, the volume of cheque issues was
significantly reduced. The final total of cheque issues is not
yet available but is expected to be of the order of 6,53 million.
Based on present trends, 5.1 million cheques will be issued during
1984/85. These reductions follow significant initiatives during
1983 to encourage use by pension payees of the direct crediting
facilities which are now offered by the various financial
institutions,

3. The number of cheques produced each fortnight has been
reduced from over 400,000 to fewer than 200,000, largely.as a
result of three invitations to payees to switch. voluntarily tg the
direct credit method of payment. Although there is a continuing
trend towards the direct mode, consideration is being given to
options which involve stronger action to reduce further the number
of small-value cheques issued.

u. The options include:
. periodic lump sum payments
. lump sum *payout!
. compulsory direct credit payment (with certain

exceptions) of small pensions
. withdrawal of the cheque payment option.

5. The Department is anxious to avoid heavy-handed action in
its efforts to reduce the cost of cheque-production and issue. It
will continue to take positive steps to educate contact staff and
to stress. to beneficiaries the advantages of the direct credit
method of payment, Although a certain number of beneficlaries
will not be persuaded, they will be in a reducing migority as
there is increasing community acceptance of electronic banking.

PENSIONS PROCESSING SYSTEM

6. The Department has acted to remedy the deficiencies in
the existing pensions processing system. A comprehensive data
model has been developed to provide support for all phases of
dealings by clients with the Department. It covers registration
of clients, processing of claims, determination of eligibility,
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provision of benefits and the control of and support for
procedures used in Centpal and Branch Offices, It is anticipated
that implementation ot the system will rationalise data hold ngs
and eliminate the data redundancy that exists presently.

7. An independent analysis of the project, the A1l Pensions
and Allowances (APAR) system, was undertaken by Doll Martin
Associates. Their report endorsed the strategy being followed.

processing environment be intreduced in which APAA and subsequent
systems should be developed., The report also provided projections
of resource capacity and future funding commitments.

8. In line with these recommendations, funds had been sought
in the 1984/85 estimates for the evaluation and acquisition of a
new data bage structure,

9. The Department is aware of the need to move quickly to
overcome present problems in this area, 1Ir funding is approved,,
it is planned to use a phased implementation of the system to
deliver solutions to problems involving disability pensions and
treatment eligibility and to allow integration of service pensions
in the 1985/86 finanoial year. Further facilities would be
progressively implemented and development completed in 1987, If
funding is. not forthecoming, the Department will have to rely on
its present data base structure and attempt to overcome the
present deficiencies using its current facilities, It is an
inescapable fact, however, that the price will be longer lead time
and greater resource commitment,

DISASTER PLAN - NATIONAL COMPUTER CENTRE

10. In response to the audit observation that the Department
did not have a disaster plan for the Sydney computer centre, the
Department stated that it intended to undertake a consultancy
study to investigate possible options. It became apparent that
the recommendations from the proposed study would be materially

The NCC is currently sited within the N.S.W., Branch Office,
However, relocation may shortly become necessary. As a decision
on the long-term location appeared imminent during 1983/84 the
consultants study was deferred so that the terms of reference
accurately reflect the eurrent situation. The matter of the
location has not been resolved. The Department believes it ean no
longer derer the consultants!t study and now proposes to modify the
terms of reference ang undertake the study in 1984/85,

INTERNAL CONTROLS
—=tay RONIROLS

11. To i{mprove Security arrangements, the Access Control
Facility is being progressively implemented.

12, Steps are being taken to improve control over program
changes. A1l crucial programs now carry a version number on the
program listing and hardeopy output, When such programs are
subject to requested changes, Branch Offices are {nformed of their
impending implementation and the new version number. The National
Computer Centre is then authorised to place the new version into
production, 264

“3m

; i for user
revised test system, which provides
ggéeptannghtesting of programs before implementatignisi?nsgéggd to
introduced as part of the Income Assels system. b té mprove
extend the features of the test system to other syste
the level of control over changes to programs.

rammers to the
e control over access of software prog ed
126 uter Egom i3 complicated by the layout of the ?CC ?ﬁdlggz :fth
go grovide unimpeded accesg E? bh? rizgee;:ggga;;:r:soutside A
fire regulations. Accommodation for MESCH ey bt P
rea is the subject of curren
;gﬁgzzigﬁi zf ihe Grace Building in which the N.S.W. Branch is

located.

ADP_ENVIRONMENT

15 The Systems Division has responded positivs;%e:oogh:peas
reéommendations of the environmental audit. Ig i n mber
covered by the audit, action has already been taken

scheduled for attention.

13 JuLY 1984
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DEPARTMENT OF VETERANS' AFFAIRS g

THE DEPARTMENT OF

Copy of a letter from the Department, &
ated October
providing supplementary information x;\ay be found on .::L!gf?nt': THE PRIME MINISTER AND CABINET

Committee of Public Accounts File 1984/4, Part B.

CANBERRA, A.C.T. 2600

Mr M.J. Talberg

1 Secretary

Joint Parliamentary Committee
of Public Accounts

Parliament House

CANBERRA ACT 2600

o

I refer to your memorandum of 14 June 1984 concerning

a possible inquiry based on the Auditor-General's report
on the administration of telephone rental concessions

to pensioners.

The Department of the Prime Minister and Cabinet is not
exercising any co-ordinating function in respect of the
question of telephone rental concession to pensioners.
Co-ordination responsibility lies with the departments
principally concerned, and it would seem that this is
being discharged by establishment of a working party of
representatives of the Departments of Social Security,
Veterans' Affairs and Telecommunications.

We would be assuming that following the meeting of the
working party members will arrive at an administrative
solution satisfactory to the Committee. Were this not
to be the case, then the matter might become one for
consideration here.

i {Stuart Hamilton)

4 First Assistant Secretary
%Y parliamentary and Government pivision

[ VU

16 July 1984
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JOINT COMMITTEE OF PUBLIC ACCOUNTS

Inquiry into the Auditor-General's Report ~ Marech 1984
Submission by Department of Soeial Security on Paragraph 24.1 -
Telephone Rental Concessions to Pensioners

In its examination of the Auditor-General's Reports for 1980/81
and September 1982, the Committee considered submissions from the
Departments of Social Security and Veterans' Affairs and from the
Australian Telecommunications Commission (Telecom), regarding
telephone rental concessions to pensioners. The matter was again
referred to in the Auditor-General's March 1984 Report, and the
Committee has requested further submissions from the three
organisations concerned,

2 The eligibility conditions for the concession are contained in
a Determination under the Telecommunications Act of 1975. The
application of the eligibility conditions is the responsibility
of Telecom. The cost of concessions allowed is reimbursed to
Telecom by the Department of Social Security and the Department
of Veterans' Affairs,

3 The present role of the Department of Social Security in the
administration of the scheme is also to provide the means by
which basic eligibility for the concession (an income which
qualifies the person for Pension, Health or Benefit concessions)
can be confirmed. It does not include administration of the
household income test as is implied in the comments of the
Auditor-General's office.

4 The Department has been very aware that the arrangements for
the administration of the scheme are less than satisfactory. An
inter-departmental working party of officials from Telecom,
Veterans' Affairs and Soclal Security was formed to review the
scheme.

5 The working party adopted the approach of seeking a long ternm
solution to the problems associated with the administration of
the scheme, so that it could operate effectively and require
minimal changes in the future.

6 Active consideration is being given by that group to a number
of remedial measures that can be taken to ensure the effeetive
administration of the scheme in the most economical manner.
Particular attention is being given to eligibility checks and
payment of Telecom accounts., Those proposals were discussed with
Audit staff prior to publication of the Auditor~General's March
1984 Report in order that his officers were aware of the
efficiency, effectiveness and economy aspects of the initiatives
under consideration.

T _The Department considers that as a result of the working party
deliberations and other positive action it is taking, the current
problems with the administration of the scheme will be overconme..

16 July 1984
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JOINT PARLIAMENTARY COMMITIRE OF PUBLIC ACCOUNTS

Enquiry into the Auditor-Generai's Report - March 1984

Submission by Department of Social Security on Paragraph 24.1 -
Telephone Rental Concessions tor Pensioners

Background

In its Report No 229 the Joint Parliamentary cammigtee of
Public Accounts noted that many reports of the Auditor-General
(the latest being the March 1984 Report) h@ve rgfegred to the
potential for overpayments and adminxsc:acxye_d}fgxculcles. and
to the need for review of the continuing e11g1b11§ty of
pensioners in receipt of telephone rental concessions.

2  The Committee has expressed its concern that this matter
continues to be unresolved and stated that, in response to
Report 229. it expects to be informed of significant results
arising out of the Working Party which had been formed to
review the administration of the concession.

Working Party Deliberations and Present Position

3 The Working Party, comprising officers from Telecon and the
Departments of Veterans' Affairs and Social Security. was
formed with a charter to explore options and make .
recommendations to ease or eliminate the problems with the
existing administrative arrangements.

4 Details of the Working Party's deliberations are
attached. In summary:

- the Working Party identified several options

- Social Security examineq and abandoned the option of
developing a computer matching system

- a difference of view between Veterans' Affairs and Social
Security on the one hand and Telecom on the;ocher. ha§
emerged over the Departments* preferred option og pav1ng
Telecom assume both responsibility and accountability for
the concession

- the Government is actively pursuing the matter to determine
the most cost e¢ffective option from the Commonwealth
perspective,

6 The Depactment will report back to the Committee as soon as

the Luture Qirection for the administration of the concession
has been determined.

26 July 1985
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ATTACHMENT

JOINT PARLIAMENTARY COMMITTEE OF PUBLIC ACCQUNTS

Enquicy intg the Auditor-General's Report - March 1983
Attachment to Submission by Department of Social Security o

Pacaqraph 24.1 -Telephone Concessions for Pensioners

WORKING PARTY DELIBERATIONS

. The initial meeting in September 1983 identified a range of
options. Following iavestigation and consideration of
these options the Working Party, at its 2nd meeting in
March 1984, focussed on an option which provided for
tighter follow-up of inter-agency liaisons, Telecom to
bulk-bill Social Security and Veterans' Affairs. and
regular reconciliations of the 3 agencies*' concession
records.

. This option foundered on advice from the Departmenc of
Finance that, as Telecom is not subject to Finance
Regulations, it would not be possible for Social Security
Certifying Officers to rely upon the controls and
procedures employed by Telecom, and that consequently a
(sample) check of the concession claims would be required
under this option.

. Social Security examined the feasibility of computer
matching along similar lines to the ADP system developed by
Veterans' Affairs. However, this option was abandoned for
both technical and administrative reasons:

- major difficulties with the Telecom tape format,
coupled with incomplete and inaccurate data

- the substantial additional resources that would be
required for its on-going operation.

. The 3rd meeting of the Worklng Party in September 1984
considered a new option which provided for :

- Secial Security and Veterans' Affairs clients entitled
to 'fringe benefits' to be invited to approach Telecom
and claim the concession, and to be provided with
suitable means of verifying their status

- the grant and administration of the concession to be

handled by Telecom without the need for further
reference to the 2 Departments.
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While Social Security and Veterans' Affairs favoured this
proposal, Telecom's response in January 1985 expressed
reservations that :

- the proposal was inconsistent with curremt and planned
systems

- there would be increased administrative costs for
Telecom

- it was in conflict with Telecom's perception of the
concession as a social welfare initiative.

This difference of view prompted a referral of the matter
to the Government, following which Telecom has reiterated
its concerns with the latest option.

The Government is now actively pursuing the matter to
determine the most cost-effective option from the
Commonwealth perspective.

26 July 1985
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JOINT COMMITTEE OF PUBLIC ACCOUNTS

Inguiry Into The Avditor-General's Report Of March 1984

Submission by the Australian Telecommunjcations Commission (Telecom)
Concerning Telegﬁone Rental Concessions To Pensioners

The Introduction to Paragraph 24.1 of the abovenmentioned report
indicates that submissions on the administration of the. pensioner
rental concession scheme have been made by the Department of Social
Security and the Department of Veterans' Affairs in respect of
earlier reports of the Auditor-General's Department, Telecom has
also made submissions in this regard, specifically on 17 December
1981 and 3 June 1983,

Concerning "Elegibility checks® effected within the Department of
Social gecurity, since Augqust 1983 Telecom has been providing
magnetic tapes in support of its monthly claims. Whilst Veterans'
Affairs have been using such tapes to match against its own
computer records of eligible beneficiaries, Social Security has not
proceeded to this point. One reason for not so doing, it is
understood, is that the State boundaries of Social Security's
records do not align with Telecom's State billing boundaries,
Large numbers of disparities would thus arise in the matching
exercise. Veterans' Affairs utilise a .national data base and
problems of major disparity in this regard do not arise,

Under “Payment Of accounts®, the Department of Social Security is
reported to have advised that follow up to ensure receipt of
credits claimed from Telecom was made difficult by the fact that
only the composite amount of credit received was notified and not
individual details of accounts. This comment arise3 from a
particular arrangement in New South Wales whereby, based on an
agreement between Telecom and Social Security officers, the total
amount disallowed in a Telecom claim is shown as a credit in a
later month's claim., fThe detail supporting such credits would be
available within the Social Security office.

In relation to the section of the Auditor-General's report relating
to Telecom's statement that it was not in a position to effectively
administer the household income test provision, this is based on a
Telecom advice to that effect to the Auditor-General's Department
on 27 January 1984 which confirmed an earlier advice of 8 September
1977. This matter was also addressed in the Auditor-General's
Report 1980/81 and Telecom's submission of 17 December 1981
(Paragraph 3) to the Joint Committee of Public Accounts stated in
part:-

"whilst the surrounding provisions are contained in a Determination
under the Telecommunications Act, Telecom has never taken any
action to verify a person's eligibility under these provisions.
With its major functions related to the provision and maintenance
of telecommunications services, Telecom does not oonsider it
appropriate for it to investigate matters related to partjcular
customers’ personal domestic arrangements.”
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In summary, Telecom and the Departments of Social Security and
Veterans® Affairs all recognise that the procedures associated with
the dual control of the rental concession scheme will continue to
cause administrative and operational difficulties. To some degree
such problems impact upon. the pensioners themselves. The special
working Party has been established to address a long term solution
in this matter and its aim is to make recommendations that will
provide an acceptable and efficient system for administering the
concession  scheme. -

13 JULY 1984
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JOINT COMMITIEE OF PUBLIC ACCOUNTS
INQUIRY INTO THE AUDITOR-GENERAL'S REPORT OF MARCH 1984

Additional Information Provided By The Australian Telecommunications
Commission (Telecom) 1In Relation To Its Submission Of 13 July 1984
Concerning Telephone Rental Concessions To Pensioners: Results Of The
Interdepartmental Working Party.

1. The Working party was established under chairmanship of the Department
of social security for the purpose of reviewing the existing administrative
arrangements pertaining to the telephone rental concession (TRC) scheme and
recommending changes that would heighten controls over eligibility and
remove many of the disadvantages of the current scheme, including those
which impact upon the pensioners themselves.

2, The Working Party consisted of representatives of the Depattments of
Social Security and Veterans' Affairs and Telecom Australia and initially
met on 7 September 1983,

3. various options have been considered by the Working Party but no one
particular proposal has received sufficient general support among members to
enable an agreed recommendation to be put to the managements of the three
organisations concerned,

4. One aspect of the rental concession scheme on which there has been
general consensus within the Working Party is the impracticability of
authenticating declarations by pensioners concerning the household incomes
provisions. As previously reported upon in the Report of the Auditor
General of 1977/78 Telecom is not in a position to enquire into the private
lives of pensioners and, if required to do so, would propose to delete the
residential restriction f£rom the Tariff Determination made under the
Telecommunications Act.

5. At the September 1984 meeting the Social Security menber, who was also
Chaimman, tabled a proposal formulated within his Department and which
provided for the administration of the TRC to be transferred in its entirety
to Telecom; participation by Social Security and Veterans' Affairs to be
confined to the issue of identity cards to those persons entitled to a TRC.
The main elements of the proposal were:-

. Eligible pensioners to be issued with an entitlement card by the
Department of Social Security or the Department of Veterans'
Affairs - a new card to be issued each year in November.

. Applicants for a new telephone service to produce the card at a
Telecom Business Office or Post Office to prove entitlement to the
TRC.

. Each year, entitlement to the TRC would need to be re-established
upon receipt of the first telephone bill received after November
by the pensioner presenting his entitlement card to a Telecom
Business Office or a post Office.

» Bills (quarterly) issued in the interim to incorporate a statutory
declaration which would be signed by the pensioner to indicate
continuing entitlement to the TRC.
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6. No prior agreement to the above proposal or to any proposal embodying
similar concepts had heen given by the Telecom representative on the Working
Party and Social Security members were verbally advised at the time of
Telecom's opposition to the proposal.

7. In responde to a request for a formal comment on the proposal, Telecom
wrote to Social Security on 25 January 1985 identifying reasons why the
proposal was unacceptable from a point of view of disadvantaging the
pensioners concerned and being incompatible with Telecom's billing
operations. The main points on which the proposal is opposed are:-

(i) Disadvantages to Pensioners;-

At present, once a pensioner lodges an application for a concession
and it is approved, no further action is required of the pensioner in
this regard.

uUnder the proposal the pensioner will be required to establish
continuing eligibility by producing an Entitlement Card on a regular
basis ~ at least yearly but possibly each time a bill is paid
{quarterly).

This imposes an inconvenience upon pensioners many of whom have
physical disabilities. Many will also overlock the requirement to
regularly re-establish their eligibility and the resultant withdrawal
of concession rates will lead to confusion and inconvenience.

The requirement to reqularly present Entitlement Cards will deprive
pensioners of a payment facility otherwise available to them - use of
‘elecom’s Pay by Phone facility whereby credit card holders may lodge
a free call to Telecom and quote the credit card number in settlement
of the bill., This facility would be particularly welcome to people of
advanced years who may also have mobility problems., Furthermore,
pensioners would not be able to mail in their payments in situwations
where their Entitlement Card is to be personally presented.

It will be noted that the aims of the Working Party as indicated in
Paragraph 1 of this submission, were to heighten control over
eligibility and to remove disadvantages of the current scheme,
including those which impact upon the pensioners themselves. The
proposal under discussion effectively transfers a substantial portion
of the eligibility checking workload from the paying Department to the
pensioners who would be required to regularly produce entitlement
cards or complete statutory declarations, as the case may be. Such an
approach does not satisfy the stated aims of the Working Party.

(ii)  Incompatibility with Telecom's Computerised Billing System

The proposal would require significant changes to be intrcduced to
Telecom's billing system. These could not be considered for the
current billing system (TEL/DRS) which is being replaced by a
USA-based package known as CABS - Customer Accounting and Billing
System.
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CABS is due for progressive implementation commencing in August 1985
and extending over a 2-3 year period. It has thus reached an advanced
stage of development and, as the changes required to accommodate the
proposal emerge as heing substantial, affecting programs and master
file design, the provision of the facility would seriously impair the
ChBS conversion program.

Even if CABS were to be amended, the proposed concession system could
not be extended to those pensioners who continue to be serviced by
TEL/DRS pending cutover to CABS, ‘This is viewed as a most
unsatisfactory situation from both Telecom’s point of view as well as
that of the pensioners affected.

8. Notwithstanding the real disadvantages of the proposal, as identified
in correspondence to Social Security, with copies to Veterans' Affairs,
action at Ministerial Level led to the Expenditure Review Committee agreeing
on 16 April 1985 (Decision No 5326 (ER)) that the administration of the TRC
be transferred to Telecom provided that the Ministers for Communications,
Finance, Social Security and Veterans' Affairs accepted that the transfer
would reduce overall administrative costs, 1 January 1986 being identified
as the date of effect. This Decision was endorsed by Cabinet in Decision No
5924 of 13 May 1985.

9. On 10 May 1985 Telecom's Managing Director wrote to the Minister for
Ccommunications re-affirming Telecom's opposition to the proposal (which had
been earlier conveyed to the Department of Communications). This advice,
which identified, in approximate terms, the cost to Telecom if the proposal
proceeded namely a net $812,000' additional annual costs plus once~only
billing development costs of $500,000, alse more importantly highlighted the
fact that resolution of the matter should not proceed simply on the basis of
relative costs within the respective organisations. Due recognition should
be given to the serious disadvantages to pensioners and the inability to
introduce the scheme throughout Australia until the new CABS billing system
was fully implemented in 2-3 years hence,

10. As advised to the PAC in previous submissions, Telecom arranged for
the provision of magnetic tapes to the Department of Social Security and
Veterans' Affairs, in support of its monthly claims for reimbursement, as
from August 1983, The development of such tapes, which required the
deployment of specialist resources over quite some time, was arranged at the
specific request of the Department of Social Security. However, as advised
to PAC on 13 July 1984, that Department has not taken any action to enable
it to process magnetic tapes against its data base of pensicner records and
thus automatically validate individual telephone customer's entitlement to
the concession.

11. The Department of Veterans’ Affairs, on the other hand has developed a
system which does process Telecom's tapes. This has not been effected
without some difficulty and the Jlevel. of rejects has been high with
resultant costs of follow-up within Telecom, A significant factor in this
regard is Telecom's inability to feature the pensioner's name on the
magnetic tapes and errors do occur in the main identification key ~ the
entitlement nunber. However, with Telecom's new CABS system, customer name
and address will be provided on tape and thus the work-load associated with
validating entitlement and following up items of reject would be
significantly reduced in both the paying Departments and Telecom. g
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12, whilst this matter, specifically the proposal espoused within the
Department of Social Security and now endorsed by Cabinet (subject to the
original conditions of acceptance by the four interested uinisters) has
reached an advanced stage for resolution, Telecom firmly believes that the
proposal which has adverse political implications regarding the welfare of
pensioners as well as operational impracticabilities within Telecom, should
not proceed.

13, Telecom believes that its current provision of magnetic tapes should
be used to effectively check eligibility by computer and, with the enhanced
and more accurate information to be included on tapes generated by CABS, the
ancilliary clerical effort associated with the validating process within
both the paying Departments and Telecom will be minimised,

14, On 24 June 1985 Telecom again approached the Department of Social
Security in this matter seeking a high level discussion on a more
practicable solution as a matter of urgency before the Ministers, endorsed a
scheme containing the disadvantages outlined in this advice,

Australian Telecormunications Commission
24 July 1985
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JOINT PARLIAMENTARY COMMITTEE OF PUBLIC AGCOUNTS

STON BY THE DEPARTMENT OF VETERANS' AFFAIRS ON
PARGRAPH 25,1 - TELEPHONE RENTAL CONCESSIONS TO PENSIONERS

The 100% computer check of Telecom claims has now been in
operation for 8 months..

2. In the early stages some operational and administrative
problems were experienced, These have been largely overcome and
the quality of the information relating to concessionaires is such
that an ever-increasing percentage of the amounts claimed is paid
without the need for query with Telecom, The Department is
confident that there are very few ineligible concessions being
paid.

3. The verification of household income is not seen as a
responsibility of this Department, It is considered that our
officers must accept, at face value, statements made in
applications for the concession and that little more can
cost-effectively be done than confirm prima facie eligibility from
information held on our ADP client data base.

4, The Working Party, comprising representatives from
Telecom, Social Security and Veterans' Affairs, is still
considering a range of options in relation to possible
administrative changes to the existing scheme. All parties agree,
however, that the household income provisions are difficuit, if
not impossible, to police effectively and are indeed of
questionable value in restricting the concession to fthose in
need'.

11 July 1984
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JOINT PARLIAMENTARY COMMITTEE OF PUBLIC ACCOUNTS
INQUIRY INTC THE AUDITOR-~GENERAL'S REPORT -~ MARCH 1984
SUBMISSION BY THE DEPARTMENT OF VETERANS' AFFAIRS

ON PARAGRAPH 24.1: TELEPHONE RENTAL CONCESSIONS

TO PENSIONERS

The Committee has sought information concerning
the results of the Interdepartmental Working Party
established to address a sclution to expenditure on
telephone rental concessions. The Committee has asked in
particular for an outline of any administrative changes made
to the existing scheme as & result of that Working Party’s
deliberations.

2. As far as this Department is concerned, procedural
changes in its handling of the telephone rental concessions
scheme have been made. As was previously advised,

arrangements were made with Telecom to match their accounts
tapes with our Client Dats Base in order to verify the
eligibility or otherwise of persons claiming concessions
before payment was made to Telecom.

3. Variations in income and assets can mean that
eligibility may come and go as far as some of our clients
are concerned. The procedures which we have introduced
engsure that these variations are taken into account. In
fact, as previously advised we now maintain a 100%
computer check of Telecom claims. As a result all amounts
claimed by Telecom are validated before payment.

4. In respect of the Working Party’s activities, no
agreed outcome has been reached although various options
have been considered. The option most favoured by the
Department of Social Security and this Department involves
the regular issue of eligibility cards which would be
checked by Telecom at the time of accounts payments.
Telecom has not been prepared to agree to this proposal. In
the ultimate, the most cost effective aoption could be the
trensfer of the total siministration of the pensioner
telephone concession scaeme to Telecom and this possibility
is to be exasmined.

JULY 1985
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JOINT COMMITIEE OF PUBLIC ACCOUNTS
INQUIRY INTO THE REPORT OF THE AUDITOR-GENERAL : MARCH 1984
SUBMISSION BY THE AUSTRALIAN BROADCASTING CORPORATION

1.0 The March 1984 Report to the Auditor-General contained comments under
five headings:

Contro) of Assets

Procurement

Hiring and flying of aircraft
Commonwealth Games. Unit
Accounting and personnel controls

1.1 The following submission details the matters raised and responses given
to these items.

2,0 CONTROL OF ASSETS

On 21 November 1983 Mr C.T. Monaghan, First Assistant Auditor-General
wrote to the Minister for Communications on the Australian Broadcasting
Commission's audit for the year ended 30 June 1983 and included the
following report on this item:

"The report of 20 September 1982 on the inspection and audit
for the year ended 30 June 1982 referred to continued
deficiencies in asset recerding procedures, arrears in
stocktaking and delays in the processing of write-off
transactions. Following representations by this office, the
Commission had advised of action taken or proposed to
overcome these deficiences.

Further audits during the year confirmed an improvement in
these areas but disclosed other unsatisfactory aspects
relating to the control of assets. These included control
deficiencies and weaknesses in respect of:

. loans of assets

. fitems of equipment on personal issue

. slow moving stock

. asset recording

. stocktaking practices, and

. non-adherences to prescribed procedures

This Office has been advised of remedial action taken or
proposed in respect of certain of these matters but
information from the Head Office of the Corpofation is stil)
awaited on others."

3.0 This correspondence was subsequently referred to the Chairman of the ABC
by letter of 7 December 1983. The Chairman responded on 27 January thus:
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"The matters 1isted under this heading are raised in respect
of the ABC's activities in NSW. The necessary corrective
action was taken and the NSW Office of the Auditor-Genera) was
advised to this effect in a letter dated 18 November 1983 from
the ABC's Acting Assistant General Manager (Management
Services)."

In that letter of 18 November 1983, the ABC's Acting Assistant Genera)
:aziger (Management Services) gave the following response to the Chief
uditor:

“1. Assets in New South Wales

a) Loans Register, TV Engineering Store, Gore Hill

The equipment issued on loan is either being returned to
store or being formally commissioned into service by the
raistng of Engineering Work's Authorities as appropriate..
The Controller of Engineering proposes to ensure that from
now on equipment will not remain on loan from store for
more than four months.

b) Slow Moving Stock, Radio Engineering Store

The current situation: is that the number of Audiosound
Stereo Amplifiers (Type A750) in the Store has been
reduced from 28 at the time of your check to 19. Ten of
the remainder are required for our proposed new Wagga
studios, but difficulties in obtaining a suitable site
continues to delay their installation. The balance of
the amplifiers 'is required for house monitoring purposes
in our premises at 171 William Street, Sydney, but this
work has been delayed due to a shortage of installation
staff and the fact that the installation of house
monitors has in consequence had to receive a lower
priority than urgently needed studio projects. In
addition, there are plans to refurbish portions of this
building in the present financial year and it would be
unwise to effect equipment installations in the interim.

We consider that “actual or partjal obselescence" is not
applicable in this. instance as these amplifiers are
essentially the same as those that we would buy today,.
as the technology for this equipment has remained
unchanged since this particular batch was produced..
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c) Items on Personal Charge

The problem of staff leaving the employ of the ABC without
returning items held by them on personal jssue has again
been discussed with our Personnel Department. Additional
procedures have been {nstituted to ensure that Personnel
Officers raise staff clearance notices, notifying the
Assets Section of all cessations of employment, where
these have not been raised by Departmental Heads. In
addition, telephone advice of all exits from the service
gre given by the Personnel Department to the Assets
ection,

The importance of this matter has again been emphasised
to Personnel Units in the Head Office/NSW area."

4.1 Since the above letter of the Acting Assistant Gemeral Manager
(Management Services) of 18 November, 1983, we can advise on the
following matter {in respect of:

a)

b}

¢}

Loans Register, TV Eng Store, Gore Hill

The appropriate instruction has been issued by Controller
Engineering and has been. implemented.

Slow Moving Stock, Radie Engineering Store

The number of audiosound Stores Amplifiers type A750 in
this Store has now been reduced from 19 at the time of the
Tast report to 9. It is expected that those will be used
in house monitoring installations in 171 William Street,
following the renovation of that building later this year,
or in other installations that are carried out ahead of
that project.

Commonwealth Games Assets

The re-check of all items transferred interstate from
Brisbane following the Commonwealth Games was. completed
earlier this year. Approval was given on 18 April, 1984
for the write off of 13 items, costing $4,417 which could
not be located.

5.0 PROCUREMENT

In his letter of 21 November previously cited, the First Assistant
Auditor-General made the following comments:

"Audits of the procurement function in the London and New York

Offices of the Commission disclosed unsatisfactory features relating

to quotation practices. Remedial action has been taken or is

proposed in London, but, at the date of this report, a response was

awaited from New York.
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In Queensland, unsatisfactory features disclosed during the year
included the following aspects:

. failure to adhere to prescribed precedures
particularly in regard to the obtaining of
quotations and the raising of Certificates of
Inexpediency;

« undesirable practices in the awarding of cleaning
contracts;

. non-compliance with. official policy and procedures
in the hiring of equipment including failure to
consider properly the relative economic advantages
of purchase versus hire;

. widespread use of confirmatory orders with or
without supporting quotations, and

. on occasions officers exceeding the upper limit of
their expenditure delegation.

In response to Audit's representations regarding these matters
the Corporation's Queensland Branch has advised of remedial
action taken or proposed. A response is still awaited from
the Head Office of the Corporation.”

6.0 The Chairman of the ABC's response on 27 January was:

6.1 "In regard to the audit of the New York Office, the points
raised by the Chief Auditor have been taken up with our
Manager, North America, There has been a review of financial
delegations afforded to appropriate officers located in the
various overseas offices of the ABC. This action and strict
adherence to the procedures of the ABC's Manual of
Administrative Procedures should eliminate the deficiencies
fround in the New York Office by the Chief Auditor.

6.2 In respect of the deficiencies noted in the purchasing
procedures in our Queensland Branch, a positive program was
initiated in 1983 to ensure that all necessary and proper
procedures were being followed, The Head Office response to
which you refer was forwarded to the Assistant Auditor-General
by our Acting Assistant General Manager (Management Services),
on 17 November 1983."

7.0 In this letter of 17 November 1983 the ABC's Acting Assistant General
Hanager (Management Services) said:

7.1 “1 am weiting in reply to your letters of May 20, July 20 and
November 9 which sought advice as to action proposed to
correct unsatisfactory procedures jdentified in the audit of
the Queensland Branch. I apologise for the delay in our
response.
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T expect you will have seen the full correspondence between
your office in Brisbane and the ABC's Chief Manager for
Queensland, which has now concluded.

I would Tike, hawever, to Tist the following positive actions which
have been taken in the. Branch:

(2) The ABC's Accountant in Queensland, Mr Russell Loos, is a
former Commonweaith Auditor and in August this year, the Chief
Manager invited him to attend all Board of Management meetings
until at least the end of this financial year, so as to advise
members of the Board on Audit procedures.

A recurring item on the Board's agenda has been instituted to
ensure that proper administrative procedures are being
followed and expenditure is being satisfactorily documented.

{b) An appointment has been made, after internal and external
advertising and a lengthy interview process, to the position
of Supervisor of Administrative Services. This past is crucial
in supervising the area which was most criticised by the
Auditor, and, with the appointment of an external applicant,
who takes up his position on December 1, we are confident that
there will be an improvement in this section. In the meantime,
much has been done to follow up matters raised, but again, by
an acting incumbent to the position. The Supervisor of
Adninistrative Services reports to the Principal Executive
Officer, who has also taken up his substantive position
relatively recently.

(c) 1In other areas {such as Engineering), the substantive
occupants have returned to their positions after secondment
to the Commonwealth Games Unit, and we believe a good deal of
stability has returned to the Queensland establishment, which
has allowed more thorough follow-up procedures to be adopted
than was possible when so many staff were away from their
regular positions.

(d) The use of casual cleaners has been converted to the
employment of part-time cleaners. Al1 cleaning contracts have
been reviewed; specifications are being re-drafted and tenders
will be re-let progressively from January 1984.

(e) Arrears in stock-check program have been rectified and more
consistent attention is being applied to this activity,

{f) Discussions have occurred between the ABC and officers of the
Department of Construction to establish the basis for period
contracts for maintenance services.

(g) The position of the ABC in respect of a staff member, who used
his skill in the capacity of a pilot, was clarified..
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1 hope you will accept from the above that a positive program has been
initiated ¥n Queensland to ensure that all necessary and proper .
procedures in connection with the expenditure of public money are being
followed.

The Chief Manager in Queensiand is also in regular contact with our
Chief Internal Auditor to asist in this follow-up of your
Department's report."*

Since the 18 November, 1983, the following has occurred:

(a) The Accountant no Tonger attends Board of Mani}gement Meetings
as the previous shortcomings have been rectified.

{b) There are now permanent occupants in positions of Executive
and Supervisor Admin Services thus allowing a closer
supervision of prescribed procedures.

(c) As for {b) above and there is no evidence that procedures are
not being followed.

(d) New contract cleaning specifications have been drawn up,
public tenders called and a complete new set of tenders let.

{e) The executive Officer Q1d believes the stock check program
is only just on schedule, a prolonged absence of one staff
member for six months prevented any ground being gained. The
staff member has now retired and has been replaced and the
program will be expedited.

(f) Period contracts for the following services have been let:
electrical, plumbing and general building maintenance.

(g} Further information has recently been supplied to the
Commonwealth Auditor in regard to item G of the above letter
of 17 November, 1983.

HIRING AND FLYING OF AIRCRAFT

This matter was also raised in the letter of 21 November 1983 from the
First Assistant Auditor-General to the Minister for Communications.
The comments were:

“During the audit of the Queensiand Branch of the Commission
in May 1983 Audit noted a number of unsatisfactory aspects
connected with the hiring of aircraft and the flying

of hired with aircraft by an officer of that Branch. In
particular it was noted that:

. on a number of occasions there was a lack of documentary

evidence available in relation to the requirement and
authorisation for the aircraft hire;
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there was no evidence from documentation sighted that.
quotations for the hire of the aircraft had been obtained,
and'

on a number of occasions an officer had exceeded his
delegation to approve expenditure.

In addition Audit sought information on:

. the need for a Commissiop officer to pilot the hired
aircraft .

. whether consideration had been given to the Commission's
responsibilities in the event of an accident while the
officer was piloting the aircraft, and

. the position regarding insurance risk while the officer
was carrying out the duties of pilot.

Although a generally satisfactory response to these matters
has been received, the Queensland Branch of the Corporation
has advised that the matter of flying insurance has been
referred to the Industrial Relations Department in Sydney.
Audit is awaiting further advice from the Corporation’

9.2 The Chairman of the ABC, on 27 January, repiied thus:

"Our response on this matter was contained in a Jetter
of 8 December 1983, to Mr. B.R. Beasley, Assistant
Auditor-General, also from the Acting Assistant General
Manager (Management Services).”

10.0 In this letter of 8 December the ABC's Acting Assistant General
Manager (Management Services) advised that:

"In regard to item 2, about the position of the ABC. in
respect of a staff member who used his skill in the
capacity of a pilot, may I advise that our Controller of
Industrial Relations, to whom this matter was referred,
took the view that where a staff member is required by the
ABC to pilot a hired aircraft, he is in the course of his
duties. He would then be covered by the ABC's insurance
policy, unless the policy specifically excluded pilots.
This view was conveyed by the Controlier of Industrial
Relations in a memo dated August 4, 1983, In the case
discussed in the audit, the ABC's Regional Program
Manager in Rockhampton flew hired planes with the
agreement of the ABC, and after obtaining the necessary
approval from the appropriate delegate."

11.0 On 6 March 1984 Mr. I, McPhee, Acting Assistant Auditor General.

wrote to the Managing Director following up the response of §
December 1983 above seeking advice on the following matters:
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"5, Whether the relevant insurance policies held by the
ABC provided cover for ABC staff who fly hired afrcraft
with the agreement of the ABC or are they excluded, and
if so, are there any other measures taken in respect of
the ABC's responsibility toward such staff,

. whether in the context of the abovementioned
determination a requirement to fly in an aircraft may
be considered synonymous with being required to pilot
an aircraft;

. whether the use of aircraft in the circumstances noted
during the interim audit of the Queensland Branch of
the Commission involved, in the opinion of the
General Manager, risks greater than those involved
in normal air charter operations.

6. Your advice is also sought as to whether the
requirement for the officer to pilot aircraft was
formally documented or as your letter appears to
suggest, a matter of agreement between the officer and
the ABC."

12.0 The Managing Director responded on 5 April 1984 thus:

"5. The Special Flying Duties policy does specifically
exclude pilots. This is the sole policy held by the ABC in
this respect.

A requirement to fly in an aircraft is not considered
synonymous with being required to pilot an aircraft,

It is considered that greater risks were involved in this
instance than would be experienced in normal air charter
operations.

6. The decision that the officer concerned pilet aircraft
was not formally documented."

13.0 COMMONWEALTH GAMES UNIT

The first Assistant Auditor-General wrote to the Minister for
Communications on 21 November 1983 advising that:

“Following the close of the Commonwealth Games in October
1982 the Commonwealth Gimes Unit was wound up and, in
accardance with the decision of the then Government, its
assets are being purchased by the Corporation. Audit noted
that a stocktake of those assets had not been performed at
the conclusion of the Games and that several Branch offices
of the Corporation had not acknowledged receipt of the
former Games Unit assets issued to them. These matters have
been taken up with the Corporation but a reply has not yet
been received.”
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14.0 The Chairman of the ABC responded on 27 January thus: 17.0 ACCOUNTING AND PERSONNEL CONTROLS

"Foliow-up action was initiated early in 1983 to ensure that
acknowledgements had been provided by each State Branch for
equipment transferred to them following conclusion of the
1982 Commonwealth Games, This matter is now being pursued
to finality. Advice to this office was contained in our
letter of 18 November 1983, from our Acting Assistant
General Manager (Management Services) to the NSW Office of
the Auditor-General."

The first Assistant Auditor-General included the following comments
in his letter of 21 November 1983 to the Minister for
Communications:

“The repart of 30 September 1982 on the inspection and
audit of the Commission for the year ended 30 June 1982
referred to unsatisfactory aspects in the accounting
controls over revenue and personnel controls over
salaries, wages and allowances. Those aspects had
been referred to the Commission for advice of remedial
action.

15.0 In his letter of 18 November 1983 the ABC's Acting Assistant
General Manager (Management Services) provided the following
comments:

The Commission subsequently advised this Office of the
action it had taken or proposed to take in order to
overcame these deficiencies and Audit reviews during the
year have indicated that a satisfactory position now
exists in these areas,”

"2. Commonwealth Games Unit Assets

(a) Stocktaking

It is true that no stocktake of CGU assets was conducted
at the completion of the Games. However, asset items
were recovered from the various venves in Brisbane and
placed in security areas until they could be packed and
despatched in accordance with the presc¢ribed
distribution list. A1l subsequent transfers to the ABC
were covered by Transfer Vouchers and the numbers of the
latter and the equipment’s destination entered in the
CGU master equipment register.

18.0 No further reply was deemed necessary to this letter.

11 July, 1984

(b) Items Transferred to States

Our Engineering Division is currently performing a
complete re-check of all CGU assets, utilising the CGU
master register and the files of transfer vouchers
raised in that Unit. Lists of those asset items whose
receipt had not been confirmed by transfer voucher have
been prepared and forwarded to each of the States
concerned, and a separate check is being made for those
items which do not appear to have been covered by
transfer vouchers. This matter will be pursued to
finality.

A e

Unfortunately, the equipment distribution 1ists to which
you have referred do not enable us to resolve these
discrepancies, as these lists contained only item
description, destination and quantity."

16.0 COMMONWEALTH GAMES ASSETS

The re-check of all items transferred interstate from Brisbane
following the Commonwealth Games was completed earlier this year.
Approval was given on 18 April, 1984 for the write off of 13 items
costing $4,417 which could not be Tocated.
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ABC ~ INTER-OFFICE MEMO >
€
fo & B, ; w
‘3808 ‘ ; L
: Froe State/Oopt:. REGS. /R1TON. "Phone Exts_13 fate: 14th April, 1902. 2535 i\ _T«w__:g-g_
1EmrE g
JGR.RADIO QLD. | Cur Ret/f1le Nos RE:JP. Your Ratffile Ko . oyl ;/ £ /{ 8 é
uE 2 RV M
s.c. Subfect: TRANSPORTATION OF ABC STAFF AND EQUIPMENT BY LIGET AXRCRAFT. 3 ° [4 3
JHIEF MGR.QLDY p o ‘
Further to discuusions following the Advieory Committee Heeting on o
Tuesday, 6th April, io reference to the poaition of the Cozmisclon -
and olaff in respect of transport by light aircraft,ihe following E:"
ghould clarify the aitnation :-
1. As pilet, I have in excess of 8O0 houns in command, 200 of which
are in twing end 86 at uight. oo o o) T r
2. X hold an wnrestricted licence and a Clased inctrument rating,
3. I om endorsed to f1y all afngle engined elrcraft with fixed end Az Ry, 2 grred 5 BEd o
retractable under corriages and comatant apecd propa. ot E ~9 7% o0 I Re® Z
BEaN\: Fszie 5 RO 5
4. My twin cndorsesents cover Pipex Seadsas, Cosapa 337ts and 366ta, Glod Ny o "-__»_g‘ 5 g 5 § 5= e
Britain Norman Islendera, Partravia and Cessna 310te, =1~ %“ 5 23 T3 " Z‘fn E"‘ =
POAINE SEEE» PR A =l A ;
5. The lattor group of teins are operated by licenced charter companica Hlo '];“ N 2 ; 268y B z2 325 o
exd each aircraft carrico a. full charter insurance as roguired by oy fts Fogel o) P S aw 2
the Departoent ©f Transport ASr Navigntion Ordera. Whilat the total Fi@m 3 < aagle R R - :
third party 1iadbildity can differ, tho secats in each aircraft axe g G - =g ga- S a2 8
insured for a maxirum of $200,000. The inmsurance on o Cossns 310 o 213 38287 = P IS 2,
$2,000,000 third pesty, = . o gz? e 5 ]
" Scuge ! o a
6. Before I am permiited to operate any of the twin alrcraft on my i é oy :’ <4 !8 z a8 5
licence, I have to have both compeny and insurance approval and to NI s & 2o ’H o B & o
have completod a minimun of 500 hours in command., 41l thiz criteris k3 a8z ®5 'Zg g = 9
has been met. 41 o Zn ':’ 3 @ 2
A 24205 SO 5
ki & o ®
7. Congequently, any pzssenger in ony of the alreraft types flewn by Y ( o 2 £ ’;5' % 2 -
me enjoys the same insurance end: liabilities cover as Lif they wexae H =) 4 E";' IS 12ty N <
flying with o pilot eolely employed by the charter operating the 3] B o3 I(; =1 g
aireraft, i 8‘15,", & >f;‘ b o} N
/ w2 5% o
8. 411 Regional staff underatand that thoy have the optfon to''refuse ’ ° 2 b ,._3 3
to fly with me in coumand: an option that to date has not beep )8 e 5% “lo
taken up, 14 w g 33 el
1 @ gD &
9. Aesignuents are flown either during the rogtered chift or in excooo ‘,} o -‘Z' 5-32 =
travelling time. N s ) 25 s,
1 o~ E h"
§ wias
; ey
: N g
l VS‘ - l"D &
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Lo COMMONWEALTH OF AUSTRALIA
AT AUSTRALIAN AUDIT OFFICE

ot Maore and Rudd Sireets, Canberra Cay ACT 2600

Acdices cotrespondence 1o
AudnonGenerat
Box 707, G PO Conderes 2601
Telegrams "Cameudit’
rease quute Teten 61653 Comeud
Tetephone 484711

F84/462
3 April 1985

The Managing Director

Australian Broadcasting Corpor i
GPO Box 9994 9 poracion
SYDNEY ‘NSW 2001

Attention: Mr A. Le Gallant

Dear Sir
ér;efgr 29 previous correspondence between ouxr ’
anisations conceraing Australian Broadcasti ic
2 n f u ng Corxporatio
scaf’g piloting aircraft whilst on duty. SO thaz thig matte;
may be finalised your advice of the following matters would

be appreciated.

(a) whether the ABC has & i i
policy regarding the pilotin
b)_( staff of Cgrporation owned, leased or hiSed 9
aircraft and if so details of that policy.

(b) 1f the Corporation olic; ermi
. X i
aircraft whilst on guty:y permits ABC SEAff to pilet

. whether the Corporation has carri
e < jed out a study of
the financial and practical i i i X
oicy p implications of that
. details of procedures for aj i
. es: pproving and formall
documenting such flights, including those whefey
other staff members are carried

- details of ABC insura
nce or other arrangemen i
respect of staff involved. ¢ es a0

{c) Whether, in practice i
h ABC staff cont i
aircraft whilst on d\'.\ty. inve to piiot

yours faithfully

A0
T, Km
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OUSE 145163 ELIZADETH SYREET SYONEY 2000 TELEPHONE (02} 3190211

AROADCAST Hi
AUS TRALIAN BROADCAS TING CORPORATION a(“
HHead Office
17 Hay, 1985
Wr BT Kimball
Assistant Audi tor-General
australian Audit Office 1094:CP:3F
PO Box 707
CANBERRA ACT 2601

pear Hr Kimball,

1. refer to your letter F84/462 of 3 April 1985 col
aircraft whilst on duty.

ncerning ABC staff piloting

rs to your enquiries.

The ABC'S general policy on flying duties {g set out in the attached [ndustrial
Service Memorandum (1sH) Mo. 658 dated 9 June 1981 (re: para. 6.)

ABC staff acting as pilot/aircrew, no specific policy has existed
t {s provided in-the ISM. In the past, the matter of whether an
Joted an aircraft on charter to the ABC was handled mostly at

The ABC relied on the charter operator to assess
hire the aircraft

is common practice

The following should provide the answe

With regard to
other than wha
aBC staff member pi
the local level of management.
the competence or otherwise of the ADC staff member seeking to
aibeit on behalf of the ABC. Such an “endorsement procedure”

amongst charter operators.
circumstances in which ABC staff ma be

craft whilst on duty. As you may be aware,

However, the ABC has now assessed the
Any staff member NoW

allowed to pilot fixed wing light air
the ABC does not employ “pilots® in the proper sense.

wishing to volunteer their services to pilot an aircraft whilst on duty must hold
a Commercial pilots Licence with a Class One Instrument Rating (IR}. staff
members with 2 1ower standard of Licence will not be allowed to pilot any
atrcraft whilst on duty. In such circumstances the ABC will engage both pilot
and aircraft from, the charter operator. The ABC believes, on the advice given to
it by {ndependent professiona'l pnots/aviat(on organisations, that a CPL Class 1
IR will provide a hi i %111 and experience not

nowledge, s
found in lesser categories.
are difficult to

/classifications of licence.
The advantages to the ABC, other than the obvious direct costs,

assess. Convenience of utilisation, particular‘ly in the outback and regional
areas of australia, is the best advantage. The real benefit would only

pe evident tO program makers wishing to utili C staff member, {f and when
the circumstances permit. Given the low number of staff who hold a CPL Class 1,
iR, the number of flights is expected to be infrequent. In fact in the last 12
mor'u.hs to date there have been only three occasions. a1l in the Northern
Territory. where an ABC staff member has acted as pll?l wt'nls: on dut_zl;_1 L:c‘:ﬂ
panaqement will be required to check the gtaff member sj LLicgiezi‘ea:\artﬁ on.

The endorsament chech willy ot courst, still be Larriet

operator. 293



2.

At present the ABC's Special Flying Duties insurance excludes persons acting as
pilot/aircrew, The ABC has received advice from the insurance brokers that they
are prepared to remove this exclusion fiam the policy and thus extend the cover
to any staff member acting as pilot/aircrew. With such an arrangement, tt.\e ABC
approving delegate will need to document the passenger manifest, identifying the
“ABC pilot” separately to other passengers. This documentation/approval will
occur prior to the proposed flight in the present manner required for the Special
Flying Sutfes Insurance coverage. Where the flight is not considered to bc_
affected by the Specfal Flyiag Outies Insurance, e.g. a regular transportation
operation, then the program-maker/pilot will need to obtain approval from a
higher authority within the Branch prior to the flight.

Hith regard to third party persen/property liability, most charter operators
carry private iasurance to cover the hire of their aircraft. The general
standard of insyrance coverage ranges from $lm - $2m per accident, The ABC will
require, as part of aay charter agreement, that the operator maintains such
coverage. This public risks liability insurance applies irrespective of the
pilot's employment origin, i.e. ABC or charter operator. '

The ABC's maximum 1iability to the staff members flying. as passengers {includin
an ABC staff member acting as pilot) of a chartered aircraft is $150,000 per

person provided the nature of the flight conforms to the special flying insurance
provisfons. If the flight does not conform, the maximum 1iability is Timited to

$100,000 per person.

On the matter of afrcraft owned by the ABC, there are only two; the A3508
‘Squirrel’ helicopter based in Sydney and the Bell ‘Jetranger' based in
Melbourne. The pilots of these aircraft are provided by companies under contract
to the ABC. The pilots are not employed by the ABC, consequently, there is no
1ability to these persons in the event of an accident. The ABC's liability to
passengers on ABC owned ajrcraft is identical to chartered aircraft, i.e.
$150,000 and $100,000 respectively. The contracts require mutual indemnification
against actions by third parties for injury or damage to persons and property
which may be caused by the helicopters., Accordingly, a joint public risks
insurance policy is held by the ABC to the extent of $5m.

I have sent a copy of this letter to the Secretary, Joint Parliamentary Commfttee
of Public Accounts.

Yours sincerely,

Ve 2 P ¢

—
GEQFFR HITEHEAD

Managing Director
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Australian
Broadcasting
Corporation

41 Sherwood Road,
Toowong, Brisbane.
G.PO. Box 9994, 4001 Rl . gg/:}ﬂ/é

March 19, 1985

AIRCRAFT ACCIDENT 24.10.83 - CESSHA 310-L:VH-DTJ

Please find attached a copy of the Air Safety Investigation
Aircraft Accident Report on the fatal aircraft accident invelving ASC
Staff members -

Ralph Francis Walker ELPHINSTONE

Joseph Mooney
William Edvard FRYER
Bruce Stephen Fadden ANRING

Also for your information, the Corcners InquestCoM@BTER
resured at the Coroner's Court, Brisbane at 10.00 z.m. on 16.4.85.

Jours sincerely,

\(d CHARTES-SRAHAME

General nzger for Ousenslond
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COMMONKEALTH OF AUSTRALIA
BUREAU OF AIR SAFETY INVESTIGATION
AIRCRAFT ACCIDENT REPORT

This accfdent was fnvestfgated {n order to obtain fnformation to enhance
aviation safety. As a consequence, this report is confined to matters of
safety significance and may be misleading i f used in any other process;
different consideratfons may come into play if serving other objectives.
The Director of the Bureau of Air Safety Investigation authorised the
investigation of this accident and the subsequent publication of this
report pursuant to his delegated powers conferred by Air Navigation
fegulations 278 and 283 respectively.
RECORD NUMBER: 8311069
AIRCRAFT TYPE: Cessna 310 L REGISTRATION: VH-OTJ
LOCATION OF ACCIDENT: Fletchers Awl QLD

DATE: 24 October 1983 TIME(local): 1108

DEGREE OF DAMAGE 7O AIRCRAFT: Destroyed
OEPARTURE POINT: Rockhampton QLD DEPARTURE TIME(local): 0919

DESTINATION: Kenlogan QL
PURPOSE OF FLIGHT: Private Business

CERTIFICATE OF REGISTRATION HOLDER: R.J. NIXON
13 Rigby Crescent
GLADSTONE QLD.

CREW:
HAME ROLE AGE CLASS OF  HOURS HOURS DEGREE OF
LICENCE OH TYPE TOTAL THJURY
Raiph Francis Walker
ELPHINSTORE Pilot 43  Private 125 820 Fatal
(Apprx} (Apprx}
PASSENGER:
NANT DEGREE OF JRJURY
Joneph MOOREY fatal
Wi1lliam Edward ifetal
frure Siephen Fadden AREIRG iatal
296
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CIRCUMSTANCES:.

he sircraft was befng used to convey !

len\og:n Station in order to.carry out filming of 1,h0 A o the
ropertfes as part of a planned television program, On & e e
lgenlo an area the pilot was unable to locate the airstrip e mowns
searcging for about 30 minutes a diversion was made to Cumber

(which s now known 2s Fletchers Awl).

taff from Rockhampton. to
e at and neighbouring.

aircraft as it
Witnesses on the ground at Fletchers Al wgtched the ai ar s observed

i"ézegxiﬁfmﬁdﬁugﬂ?cfw third circuit. The witnesses lostrzg:‘fwg; 526;
a?rcrafc as it passed behind rising gn:ound. Shertly af;e::: S e bout
observed, and it was found that the ai rcr§ft had strucl e g“d aagul fed
800 metre::s short of the strip. A fierce fire had broken ou

the wreckage.

i jcted on the appropriate
ical position of Kenlogan as depicte e .
22?'03?33{25? Charg was some 9 km eas;—sfouth;::s:]gghtthzozg;u:Ltpgzlt\
as known to the pilot before . ‘
ﬁgi:gﬂsl&:x :xamination of the wreckage was. hamperc;q bf'?:us‘\:i?::'l:hgr o
xtensive fire damage. Although the engines were de we.:.hgthe eiocs or
;ouer at the time of impact, nohdefect":r.rsz'lt::nizzgaewaeve]opmeﬂt‘of -
i was found which might have contrib dose
3225:$2‘§ce. The cause of the accident remains undetermined

Bureau of Air Safety Investigation, Canberra
Sth March, 1985
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COMMONHEALTH OF AUSTRALIA
BUREAY OF AIR' SAFETY INVESTIGATION
AIRCRAFT ACCIDENT REPORT . ;

This accfdent was favestfgated fn order to obtain fnformation to eahance
aviat{on safety. As a consequence, this. report is confined to matters of
safety significance and may be misleading if used in any other process;
different considerations may come into play if serving other abjectives.
The Director of the Bureay of Air Safety favestigation authorised the
investigation of this accident and the subsequent publication of this
report pursuant to his delegated powers conferred by Air Ravigation
Reguiations 278 and 283 respectively.
RECORD HUMBER: 8311069

AIRCRAFT TYPE: Cessna 310 L REGISTRATION: VH-DTS
LOCATION OF ACCIDENT: Fletchers Awl QLD

DATE: 24 October 1983 TIME(local): 1108

DEGREE OF DAMAGE TO AIRCRAFT: Destroyed
DEPARTURE POINT: Rockhampton QLD OEPARTURE TIME{locall: 0919

DESTINATION: Kenlogan QLD
PURPOSE OF FLIGHT: Private Business

CERTIFICATE OF REGISTRATION HOLDER: R.J. NIXON
13 Rigby Crescent
GLADSTONE QLD.

CREW:

HAME ROLE AGE CLASS OF  HOURS HOURS DEGREE OF
LICENCE ON TYPE TOTAL IRJURY

RaYph Francis Walker
ELPRIRSTONE Pilot 43 Private 125 820 Fatal
{Apprx) (Apprx)

PASSENGER:

NAME DEGREE OF 1RJURY
Joseph KOORELY Fata?l

Wil)iem Cdward 3 Fatal

ARKIRG Fatal

Stophen fadde
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CIRCUMSTARCES:

T ton to
jefng used to coavey ABC staff from Rockhamp i
?: ogdcr to capry out filming of that and_neggﬁzotazng
properties as part of a planned television program. Oa 9rr;:; a}ter
Kenlogan area the pilot was unable to lacate the airstrig e owns
searching for about 30 minutes a diversion was made to Cumber

(which fs now known 2s Fletchers Avl).

The afrcraft was
Kenlogan Station

Witnesses on the ground at Fletchers Awl watched the ercra;tra‘s“;tnbserved
arrived and made three circuits of the strip. The lan x{:g (’é O ot the
t.; be exterded during the third circuit, The mmssse?ngardsgsmom e
ajrcraft as it passed behiad rising gn:ound. Shortly a Lerards nd about
observed, and it was found that the ai rcre;ft had str:c e o ongul fed
800 metres short of the strip. A fierce fire had broken

the wreckage.

as depicted on the appropriate

The geographical position of Kenlogan 2 P aast of the actual position.

ical Chart was some 9 km east- 0
cgzz::‘:‘tthis was known to thehpﬂot‘ :efore :h:a;;;g:;. ;:zlﬁ:gogfbihe
jshed, Examination of the wreckage wa d bec A a0
Zit:?l]s;frzefire damage. Although the engines were dgl\vefzagt;;tglgiszs o
power at the time of impact, nohdefect g.r'm‘tg‘&nig]zaewrﬁevﬂwment-of‘ e
i was found which might have contrib .
:::gs::gﬁce. The cause of the accident remains undetermined.

§th March, 1985
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. AUSTRALIAN,,sRvocgsygNG ‘commxsslo,\! :
TRIAL - SERVICE

- “INDUS

BRANCH MANAGERS, 6 5 8
DIVISION HEADS, No:

¥
ISSUED:

SECTION HEADS

INSURANCE FOR SPECIAL FLYING DUTIES

MEMORANDUM -

9 June, 1981

DETERMEINATYONS NOS 4 OF 1948, 61 OF 1953, 111 OF 1967 AND 502 OF 1978
1. PREAMBLE

111/68 (Clanae 124} and 502/78 (Clause 13), reads as followa:

(1) A wmember vho in the course of his duties is required to fly
in an aireraft in circumstances which in the opinion of the
General Manager or an officer authorised by the General
Manager may involve rigks greater than those involved in
noxmal air charter operations shall either be insured by the
A.B.C. for an amount of $50 000 in addition to the amount
specified in sub-section 14(1) of the Air Accidents
(Commonwealth Govexnment Liability) Act 1963 as amended from
time to time, in the event of death arising fron an accident
while performing such duty, and in the event of partial
or total incapacity or injury for amsunts considexed
appropriate by the General Manager having regard fo usual
insurance practice, or in lieu ghall be covered by the
Comnonwealth for an equivalent amount.

(2) Provided that no special insurance or covar shall apply in the
cage of a member -

(a) in vespect of duty involving carriage by aireraft
uged by the Commonwealth for VIP flights; or

(b) in respect of flights by charter aircraft vhere the
type of aireraft chartered is one which may
customarily be used on Schedule flights and whexe

no physical work ie requived of the member of the flight.®

Questiona have arisen concerning the practical
The purpose of this ISM is to conselidate all the intex
inpesd o date. o change in principle is involved.

tativey wemos

298

'l‘heﬁresent elwuaeS common to Determinations 4/48 (Clause 17), 61/53 (Clause 244)

application of this clause.

e,
'-_g,..';':.‘:'{::;

()

(2)

(3)

2. INTERPRETATION

Sub-clause 1 provides in effect that opeciel flying insurance io
provided if, in the delegate's opinion greater rioke thon those
involved in normal air charter are involved. Given the imprecise
hature of tho dlocretion granted the delegate, particularly by the
words undexlined, the A.B.C. has adopted the following general rule
for guidance: An employee should be denied special insurance only
if the anower to BOTH the following questions is "yes".

(1) Io the air sexvice to be used by the employee(s), aveileble
to members of the general public? and,

(i) Doeo the service to be used fly to and from Depariment of
TPrangport controlled airportnﬂirﬁelds?

Thore are @ome excaptions to the obove generel etatement. Ono i
recogniged by 0.2&5: Special flying fnsurance is not provided in
respect of Commonwoglth VIP flights. Another exception is in respact
of State VIP flights, and flights in lerge Defence Department
aseroplenes. However flights in smaller military planes may attract
insurance, deponding ou the delegato's assegsment of the rieks involved.

If the work' to be performed in flight adds to the risks (e.g. filming
by cinecameraman) then the delegate should take this into account-in

the exercise of his discretion.

3. DELEGATION FOR APPROVAL OF ADDITIONAL INSURANCE FOR SPECIAL SLYING DUTIES

The approval in writing of the following delegates ie required before staff
may engage in duty on aircraft. that may involve higher than normal xiske

Head Office - CP&E, Federal Program Department Heeds,
Director of Engineering, SFilmS, NSW News
Supervisor oxr Senior Journalist-in-Charge
of News Room, ExecProd "Nationwide"/
"Four Cornexs'.

Victoria - ChieflMgr, Mgr(TV) and (R), News Editor,
Senior Journelist-in-Charge of Newe Hoom,
SupTVProdOpa, CRA,DEng

ACT - Mgr, DEng, Senior Journalist-in-Charge of
News Room

Queensland - Chiefifgr, Mgr(TV¥) and (R), News Editox,

South Augtralia -

Senior Journalist-in-Charge of News Room,
DEng, ExecProd PACL(TV).

Chief¥gr, Mgr{T¥) and (R), News Editor,
Senior Journalist~in+Charge of Nows Room,
DEng, ExecProd PATf(TV)

augrynlic &

fews Bddtory,
o of News Roon,

- Mgra, Proguez D
Senior Journali
BxocProdPAL?

- ABC Mprs for Surope, Aula and North America
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Where the nominated delegates ave requived to travel they would need approvai

from a higher authoxity.

Arrangements have been made with an insurance company to provide a cover
for special flying duties.

Staff chould address all queries regarding this insurance to HdPexsS and
should not contact the ingurance company.

4. PROCEDURE

HO/NSW - VWhen approved by the delegate, a copy of the form of epproval
should be focwarded to HdParsS.

Branches — Delegates foxrward copies of their forws to their Personunel
Departaent. The forus are to be retained by the Personnel
Department and then forwarded to HdPersS at the end of each
year stating the number of staff involved and the totel
man-hours flown.

5. GUIDELINES AS TO APPLICATIOW

For the purposes of administering thease Determinations, the A.B.C. and ite
insurers have interpreted the woxd "aircraft' to include helicopters,.
gliders and balloons.

6. MANAGEMENT STATEMENT

The opportunity is also taken to state A.B.C. policy in respect of situations
vhexe employees face possible risk in the performance of their duties. It

is considered impossible for the A.B.C. to lay down in detafl firm
directives that would apply inflexibly to the many and varied circumstances
that face employees in the exercise of their dutiee during a non-scheduled
flight. However, some guidelines in the nature of general policy may be
stated.

As & matter of firm policy the A.B.C. forbids all employees from engaging in
flying assignments in circumstances that involve breaches of any applicable
law, regulation or directive from a responsible authority, relating to air
flight.

The A.B.C. further holds the view that it is the responsibility of Supervisory
Staff of the A.B.C. to ensure a8 far as possible that staff involved in
non-scheduled flights are not working in eituations involving unreasonable
risks to life or Lody. In the planning and conduct of &ll non-scheduled

flight situations full regard should be had to the safety of employees
concerned.

Notwithstanding strict adherence to the above two points of policy, the A.B.C.
recognises that because of the inherent nature of this induatry, detailed
planning and supervision of the woxk of gtaff is not ‘always posaible on
location, and occuzsions shall arise where only the employee concerned is in

a position to decide the risks involved in a work eituation. The A.B.C.
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t no act
i t it {s the xight and duty of all employees: to ensure thal
:gf;}?:zrt::n :ndingerz thfi‘r personal aafety.. Employees should mvex:h::e
acked, or upon their own initiative, place themselves in a positic:; w‘

they hold reasonable doubts for their own safety. .The A.B.C. fu:h 1:5
affimng that where employeos refuse duty in such c:.rcumstanccs:‘ hei cunal
decinions should be respected, and in no way uhoulc.i the fact of ¢ o rt;:;:n

be held detrimental to their career or their standing in the organisa N

CANCELLATION OF ISM 602

Thia ISM supercedes the interpretation provided in ISM 602, iasued 19 May, 1978.

LIS AMD INDEK

List Under 1981 add;
(@) 2 658 Inaurance'far Specinl Flying Duties"
(b) Index Under "IP insert MInsurance ‘for Speciel Flying Dutles ~658.4

Determination 4/48, 61/53, 111/68 and 502/78

LH,

ROSS_A. PEARSON

S A, e~

Controller of Personnel & Establishment
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JOINI COMMITIRE OF PUBIIC ACCOUNIS
ACQUISTITON AND DFVETORSESS OF COMPUITR DASED SYSTINMS

Inquiry into the Auditor-General's March 1984 Report

X P T

1. In the Auditor-Ceneral’'s March 1984 Report reference was made to
various matters relating to the a'oquisition and development of
computer based systems. Before presenting comments on each
matter referred to it is necessary to bear in mind the
background to the introduction of the Cost Management
Information System {(CMIS) in Rustralian National.

Submission by Mustralian National Railways Commission.

T

2. At the end of 1979 when the initial feasibility study for the
CMIS project was commenced Australian Hational had only keen
constituted for a relatively short period by the amalgamation of
the Commonwealth Railways, the Tasmanian Govermment Railways and
the country services of the South Bustralian Railways.

INIRODUCTTON

e e

Australian National Railways Comuission is a Commonwealth Government
ommed statutory authority which has as its primary function the

provision of railway services in accordance with the Comonwealth’s 3. There vere three administrative systems in existence. There was

a dearth of management information coming out of each system.
As the proposals to initiate the project indicate, we fully
recognised the need for extensive rationalisation in the
administrative procedures and their amalgamation into unified

powers over railways as set out in the Constitution. The Camission
is to conduct its operations safely, efficiently and, subject to
directions given by the Minister and its duty to pursue policies to
achieve its financial tavget, in a manner that accoxds with sound
commercial practice, The Commission is required to develop and
review and revise from time to time corporate objectives, strategies
and policies for epsuxing that it fulfils its duties undexr the Act

systems.
.

To achieve the principal corporate objective of breaking even on
commercial. operations in 1987/88 we needed information
concerning the business in order to introduce greater
efficiency, reduce costs and compete more effectively in the
market place.

on a long term basis.

A S NN A A W o= g s a4

R

We envisaged the CMIS project as one of the means of achieving
these goals by permitting us to

~ standardise information systems

~ rationalise administrative procedures
~  produce timely up-to-date information
redeploy clexical staff

e D e

We needed to get the CMIS project under way in as short a time
as possible and therefore appointed management consultants to

undertake phase 1 of the project.
303
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Australian National's evolution frem tluce separate conventional
railvay bureauccacies to a single cconorcial businoss entarprise
needs to be properly understood.

This has involved great trauma for Australian National
management and staff and their ability to accommodate change has
been severely tested, not least in the introducticn of data
processing {ADP). In doing so recognition has to be given to
the efforts to involve and assimilate Australian Mational staff,
which has resulted in significant delays. These delays are due
to a combination of inexpercince in ADP and a quite inadequate
documentation of traditional practices (or rxather three sets of
practices). In some cases fear of change has resulted in less
than active co~cperation. This situation has been treated with
understanding wherever possible but it has, as acknowledged,
caused delays.

We agree with the sumary of the audit findings in that the
Camission embarked on the project in 1980 without realising its
size and complexity as a consequence of the deficiencies. in the
feasibility study and of the urgent need for extensive
rationalisation in the administrative procedures and for
management information. This was subsequently recognised and
brought to our notice in the consultant's report of June 1982.

We do not agree that the approach suggested by the consultant
was inadvisable. We accepted the consultant's recommendation of
adopting an evolutionary approach to the developnent of systems
in the CMIS project. The rationale behind this was that of
introducing initially a bare-bones version of each system which
management and staff would gradually learm to use to satisfy
their information needs. Since it was recognised that the
accounting and administrative procedures needed to he
rationalised this was a means by vhich they could be examined on
a progressive basis while the system was developed and extended.
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ranageirent baliceves that this has been and will continue to bo
the correct approach to the developnont and implawmtation of
systems in Australisn Nationol until the basic Ci(S project lhas
been implemented and we have appropriate, fully docunented,
accounting and administrative procedures.

For nost of the reasons stated, namely resistance to change,
inexperience in ADP and inadequate-documentation of existing
practices, it would not have been possible to have attempted to
introduce fully developed integrated systems.

Many Australian National managers, particularly those whose
careers have been exclusively in railways, were not fully aware
of the type of information required to properly control their
functions in the highly competitive and tight budgeting
situation vhich now confronts us. It will take tine for them to
learn what they should receive and how to use it. Giving them
camplex reports immediately the individual systems. in CMIS are
introduced viould achieve little purpose. They have already gone
through a period of rationalisation during which their
accustomed practices have been radically changed, Comwencing
with simple straightforward xeports which they can get used to
and subsequently expanding the scope and complexity of the
reports will be the only means of achieving success in this
area. With regard to ADP, we are convinced that to have
attenpted to have intrcduced a fully integrated management
information system would have been unwise in the extreme.

Australian National has not been successful in‘meeting our
expectations of timing for CMIS but it certainly is not due to
our having adopted an evolutionary approach. The project was
comenced with a totally unrealistic implementation program.
The reasons for this have been a resistance to change by
nanagement: and staff, the inexperience of Commission staff in
data processing, inadequate documentation of existing practices
and inadequate accounting practices. As can readily be
appreciated these were not problems which could be overcare in
the short term but require a wange of attitude on the part of
management and staff, a result only achicved over a lengthy
period of time. 205
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As explained in paragraph 3 above Australian Mational's
evolution fran three separate conventional rajilway bureaucracies
to 5 single commercial business entexprise nuweds to be properly
understood. This itscif has meant that Australian National
management and staff have had to have significant changes made
to their nomal working practices. It must be remembered too
that it 1980 when phase 2 of the CMIS project cemmenced the
integration of the separate rail systems was still a major
activity; both management and staff necded to assimilate the
changes that had been made. :

It may be suggested of course that the very fact of the
pressures resulting from analgamation and rationalisation
dictated a deferral of action in regard to the introduction of
camputerised information systems. While those risks were
appreciated it was the view that the need to address the problem
of inadequate and delayed information could not be deferred,
particularly since a system of three types of reporting had to
be rationalised and a duplication of effort had to be avoided if
possible. Also, a climate of upheaval was considered to be the
best time to introduce change.

It should also be remenbered that the Public Sexrvice Board's
‘Guidelines on Internal Controls for Coauputer Based Systems' was
first published in April 1981, scme nine months after phase 2 of
the project cammenced.

The Commission agrees with the Auditor General's criticisms of
the consultants who carried out the initial study. We

acknowledge that

an over-enphasis was given to accounting aspects of the
project

the experience of Commission staff was overestimated

the size of the project and the likely problems were
underestimated, and

an unrealistic implementation program was presented
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These shortcomings in the initial study wore drawn to our
attention by the censultants themselves during phase 2 of the
project. They also made us aware that the study had been
deficient in not specifically Xecognising the need to review
acocounting practices before implementing the accounting
systems. Remedial steps were taken as the issues were raised
and before the audit tock place last year. MHowever, since many
of the difficulties are inherent in the organisation they will
not be overcame in a matter of months.

The Auvditor-General's staff carrying out the avdit last year
fully acknowledged that the shortcomings had bcen raised and
that such remedial action as was possible bad been taken. In
paragraph 6 of their letter of 28 September 1983 they stated that

"The effects of these deficiencies have been brought to
the Comission's attention by its consultants during the
progress of the project and various romedial steps have
been taken.”

Initial emphasis on financial systems

Three basic types of information need to be distingusihed.
Accounting information required for billing, budget monitoring
and statutory purposes. Detailed cost information for
monitoring cost efficiency and expenditure accountability and
detailed revenue information for analysing market trends.
Finally, physical performance information relating to train
operations and resource and maintenance productivity was and is
required to reinforce expenditure accountability, the
achievement of productivity and customer service goals.

We agree that the project was given an accounting bias during
phase 1. This deficiency was recognised soon after the
comencenent of phase 2 and we adopted a recommendation from the
consultants that the matter be rectified by giving
non-accounting information appropriate inportance in the systems

ard reports prepared.
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It was agreed with the consultants that the proposal in phase 1
that only the general ledger, payroll and stores be considered
in phase 2 should not be adhered to, but that all the systems
envisaged as being cventually included in CMIS should be
undertaken in phase 2. The reasoning was that the
non-accounting aspects of systems such as project costing and
fixed assets, budgeting, responsibility and profitability
reporting were of vital concern to Australian National in the
drive to upgrade overall management of the organisation.

The consultants advised against the inclusion of any further
major systems such as maintenance scheduling, since the project
was already complex and extensive. The effort required to
implement the project would tax management and staff to the
utimost. As it was, there was a danger that the changes to the
organisation already effected as a result: of the amalgamation
together with those resulting from the CMIS project would tend
to be excessive.

It was recognised, given the broader scope of the project, that
the project should be independent of the then Manager, Finance
and Supply (later, Assistant General Manager {Finance and
Supplyl). As a first step in setting up information sexvices as
an independent function, a consultant was appointed as
Management Information Co-oxdinator, reporting to the Genexal
Manager. Recently, the Comission has agreed to the creation of
a senior staff appointment of an Information Services Manager to
replace the Management Information Co-ordinator, with the
overall responsibility for data processing functions. including
IS,
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11. Failure to recognise calibre of available Comndssion staff

dhe fact that the phase I report prepared by the consultants did
not recognise the calibre of staff in the user areas or in
Carputex Information Services {CIS) was also drawn to our
attention by the consultants during phase 2 of the project.

This resulted in a serious under-estimation of time to complete
the project. When taxed as to the ressons for this error in
assessment the consultants advised that while they have been.
engaged on similar projocts for other government departments in
the past, the calibre, or nore particularly the experience, of
staff has never been as limited as that encountered in
Australian National.

It has to be rccognised that the railway industry by virtue of
its history, size and political and social significance, has
been and'is still subject to a diverse matrix of constraints
which have severely inhibited change and n‘oée.rnisation. This is
reflected in the management structures and processes and has
been particularly apparent in traditional intermal management
succession. As a result, adoption of and adaptation to new
management methods, such as computing, has been very slow.

This is not a reflection on railway managers and staff as
individuals. They are among the most dedicated to be found in
any industry, private or public. It is rather a comentary on
the environment which has not, until fairly recently, fostered
the changes and adoption of new methods so necessary to meet the
challenges of a competitive conmercial environment.

It is regrettable that the situation which confronted the
consultants in the development of (MIS is typical of many
situations which have emerged as senior management in Australian
National endeavour to upgrade and place increasing pressure on
staff to perform to the levels required in oxder to achieve the
corporate geals. which bave been set.
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In order to overccme the prablem with regord to user staff , we
have recruited outside for certain senior positions when it is
evident that the available Conmussion stalf do not have the

required knowledge and experience. We will continue to do so
when necessary.

The problems in attracting and retaining suitably qualified
staff in the data processing arca are typified by the problems
encountered in £illing the position of Manager CIS. since the
QIS project was initiated.

The incumbent at the start of the project resigned in May 1980,

His sucoessor was recruited in August 1980 from RHP Whyalla but

he resigned in October 1981, The position was filled in an
acting capacity by Australian Naticnal's Stores Controller but
vhile he had adequate administrative capability he was not
experienced in data processing, and the fourth incurbent in the
position since the commencement of the tMIS project was finally
recruited from CSR after an extensive search, in June 1983.

The above history of change in the position of Manager CIS has
had a detrimental effect on the project. The consultant has
brought this to notice from time to time and in order to ensure
as far as possible that a suitable manager was located, the
consultants were actively involved in the recruitnent of the
appointee,

The current Manager CIS (retitled, Data Processing Manager)
received approval for the recruitment of senior and other
suitably qualified and experienced staff from outside the
Camission in order to rectify the situation in that avea.

Under-estimation of the size of the. project and the likely
problems to be encountered

In addition to the failure to recognise the limitations in
corputing expertise in Bustralian National, the consultants®
8’23y was also deficient in not specifically recognising the
need to introduce standard accounting and cammercial practices

before inplementing the accounting systems.
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They failed to take into account the difficulties that would he
encountercd in resolving the problems associated with having
more than one accounting and payroll system.

The problems are that the systems are either entirely manval, or
where they have been computerised, the computer has been used in
a manner inconsistent with its full potential but xathexr as a
caleulator and tabulator. In both cases procedure manuals do
not exist with the result that practices are not consistent
among the clerks performing the tasks.

Both these problems linked with the fact that Camission staff
are, because of their very traditional railway services
background, slow in recognising the need for changes, have been
the principal causes of the extended period required for the
development and implementation of the systems.

We agree that due to the deficiencies listed above the
consultants seriously under-estimated the size of the project.
At the outset of the project we did not have staff with the
necessary experience to recognise this fact,

Unrealistic implementation program

Scme months. aftexr’ the commencement of phase 2 of the project it
became evident that the proposed implementation plan was
unrealistic. This is a consequence of paragraphs 10, 11 and 12
above.

However, the consultants themselves drew our attention to these
deficiencies- in the initial study. Indeed the points in
paragraphs 10 to 13 ave basically those listed in a report
submitted by the consultants in June 1982.

We have taken what remedial steps we can to deal with all these
points but since many of the difficulties are inherent in the
organisation their effect will only diminish gradually as

e verienced staff are recruited and Australian National Jearns
tohacetxm\odate the major changes inplicit in the systems being
implemented. 311
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14, Because of the particular circunstances prevailing in Australian
National at the time we do not agree that the emission of a
detailed cost benefit analysis was a deficicncy in the initial
study. At the end of 1979 when the study was undertaken
Australian National had only recently been constituted by the
analgamation of the three railways; there were three
administrative systems in existence. There was a need for
extensive ratiocnalisation in the administrative procedures and
their amalgamation into unified systems. TFor us to have carried
out the' task of defining common standard systems we would have
had to anticipate to a fairly large extent the work that indue
Course had to be undertaken by the separate application
teams.

systoms

It would therefore have been impractical to have carried out
this detailed analysis in that it would have extended over a
lengthy period of time and required extensive resources in
staff, and delayed the camencement of the QIS project.

A detailed planning and cost~benefit review of the CMIS project
was undertaken in June 1983, ‘The project plan arising frem this
study indicated that development and implementation would
continue until the end of 1986 although the majority of the work
would be conpleted by mid-1986. A strategic definition for al)
ADP activities in Australian National has recently been
campleted. This confimms that the QMIS project will not be
canpleted until the end of 1986.

15. We fully acknowledge that the feasibility' study undertaken in
1979/80 was limited to the Cost Management Information System
project and @id not cover the overall ADP needs of the
Camission; it was not intended to do so.

The termms of reference given to the consultants restricted their

study to the (MIS project only. There is a limit to the amount

of change that any organisation can absorb. The introduction of

radical changes in administrative procedures. as a result of the

TS project coring inmediately after the inevitable changes
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consequent upon the amalgamation of the three railway systems
would put a strain on any organisation. Yhis was cempounded by
the limited calibre and expoerience of Comaission staff, as
explained in paragraph 11 above.

It would therefore have been unwise in the cxtreme for the
Canmission to have undertaken cxtensive ADP development outside
the CMIS project. Bpart from a Wagon Monitoring System being
developed no other significant data processing projects are
under development.

A strategic plan for all ADP activities in Australian National
has recently been completed, as nentioned in paragraph 14 above.

In the Auditor General's March 1984 report it is stated that
current estimates are that phase 2 of the project will be
completed by mid-1985 whereas the study estimated August 1982.

This is not in line with the planning we have carried out. As
stated in paragraph 14 above the project plan indicates that
development. and implementation will continue until the end of
1986 although the majority of the work will be completed by
mid-1986.

The implication in the report is that the project is three years
behind schedule. Seping that it has been recognised for scane
years now that the initial feasibility.study undertaken by the
consultants proposed an unrealistic implementation plan, we do
not believe that a comparison of the current estimatedAdz.xte of
completion of the project with that made in the feasibility
study is meaningful. Furthermore, the experience gained by the
consultants and the Commission staff in overcoming the problems
that have been encountered over a muber of years has enabS.Led us
to make more realistic estimates than would have been'possmlc
under any circumstances in a feasibility study extending over a

few months.
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17. It is further stated in the report than an estimate of $2.4

million for external costs to complete phase 2 is Jikely to be
exceeded by at least $2 million.

As commented in paragraph 16 above continued cawparison to the
initial feasibility study which has been recognised for same
Years now to contain deficiencies is not meaningful in our
opinion.

Contract staff are being used in the cMIs project and Computer
Information Services. The puta Frocessing Manager has recruited
and will contine to recruit suitably experienced staff until he
has built up the required team. Since the Conmission ADP staff
did not have the necessary experience and the number of staff
needed was greatly in excess of those available there was no
alternative but to use contractors.

The estimates for the caapletion of phase 2 of the project ang
the estimates of the additional external costs are in line with
the stxategic plan recently prepared.

It should be noted that a more efficient initia) study would
have shown the cost of the project and its time span to be
similax to that now reflected in the ADP strategic plan. The
effect of the deficiencies in that initial study would have
altered the situation only insofar that we would have been aware
of the size and complexity of the project must earlier and that
we would have been able to take more appropriate action at an
earlier stage than we did in developing the project.
Furthermore, as stated in paragraph 3 ahove the need for QMIS
was such that we had no alternative but to proceed with a
project of the nature of CMIS.

It should be acknowledged that when it became apparent that the
initial planning and costing was inadequate a review was
initiated. This resulted in the Junc 1982 Report.
Subsequently, and prior to any involvement by the Auditor
General's staff, a detailed costing and further review was
cammissioned which has recently been repeated in the broader

environment of an Information Systems Strategic Plan,
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It should be noted that all thé issues raised by the
Auditor-General's staff had been raised by Conmission staff or
by onr consultants and that corrcctive action had been taken in
all coses before the audit was carried out last year. This was
acknowledged, whore appropriate, in a letter dated 10 February
1984 from the Auditor—General's South Australian Branch Office.

Where problems have been identified every endeavour has been
made to rectify the situation within the constraints of the
fle)dbiiity of the organisation and the abilities of the
management and staff to deal with the matters.

The Data Processing Manager, appointed in June, 1983, has besen
instructed to establish formal procedures for the camprehensive
examination of ADP proposals.

The Information Systems Strategic Plan has determined the
priorities for information requirements against which new
proposals will be evaluated.

As acknowledged, a proprietary information systems methodology,
Method/1, was acquired at the end of last year. We are fully
aware that this methodology does not fully provide all the
necessary standaxds. We have analysed Method/I in conjunction
with the Public Sexvice Board's guidelines in order to detexrmine
its deficiencies. The Data Processing Manager has examined this
anélysis and will determine any additional standards that are

reguired.

A Standards Committee has been set up by the Data Processing
Manager. Although their brief is to lock at standards of all
areas of data processing they will initially concentrate theix
efforts on standards for programming, consolidating and
extending the work already undertaken in CMIS, and examining the
additional standards required to satisfy the shortcomings of
Method/1 with respect to the Public Service Board's guidelines,
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We believe that the criticisms raised by the Auditor Gencral's.
staff in relation to these points and to the fact that no
standards had been provided for use ly the consultants do not
properly recognise the status of evolution of ADP within
Rustralian National or the standaxds, planning, control and
specifications which have been implemented in relation to GMIS.
This is not to say that planning could not have been better or
that much more rigorous control will not be necessary to ensure
proper standards in the future as ADP applications extend to
other functions.

The point to be recognised is that the major application of ADP
in Australian Rational originated with CMIS. It was envisaged
that this would be the primary preoccupation for wp to five
years, that the technicalities of development would be
adequately handled by our consultants and that any -separate ADP
development prior to completion of CMIS would be miniral and be
reviewed on an incidence basis. It was never seriously thought
that major development wovld take place until CMIS was largely
cpexational.

Provided control of CMIS was adequate therefore, and here we
were largely in the hands of professional consultants, then
contro). of ADP was adequate, This, we believe, was largely the
case.

We acknecwledge that thexe has been limited intemal awdit
involvement in the Camvission's ADP activities. The CMIS team
have consulted the internal auditor on his requirements since
the initiation of the project. We had identified the need to
strengthen the team in the area of data processing. We fully
recognise that intermal avdit involvement in systems developent:
is a desivable aim. At the same time, however, it must be
recognised that currently we do not have a suitably qualified DP
auditor.
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An appointment has recently boen made to this position; the
appointee will comrence. dutics during the month of July. Steps
will 12 taken to ensure that the DD auditor is fully involved in
the development of both CMIS and CIS systems.

21. We acknowledge that three evaluations were undertaken for the

acquisition of the computer hardware.

a. It was recognised in the feasibility study that extensive
cax:puter hardware wonld be required to achieve the
implementation of the project and various strategies were
proposed by the consultants in their report at the end of
phase 1.

The tender document, prepared by the then CIS Manager, vas
based on the strategy recomnended by the consultants.
However, the strategy contained in the final tender document
of 24 March 198) differed in a number of respects from that of
the initial tender document prepared at the end of 1980.

The first evaluation of hardware, undertaken by the CIS
Manager, appears to have followed fairly closely the strategy
éxpressad in the tender document. .

b. The evaluation, prepared by technical pexsonnel, reccomended:

“1, ... that the larger of the two IBM options is accepted ...
2. To avoid the absolescence problem ... it is recommended

the equipment be leased ... ”

This recamendation was unacceptable ccmwercially because,
inter alias

a) +the marginal technical advantages defined in the
evaluation did not warrant the significant cost difference

b} other cost factors, eg training, were ignored
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c) IBM's "lease" offer was in fagt a rental (ie cmership of
the camputer did not change) with anmuml prices increases,
and “"obsolescence" was the only factor considered in
recarmending leasing.

IBM subsequently altered the temms of their yental offer but
also suggested a number of altemative leasing schemes through.
third parties. Facom offered a five year lease, or third
party schemes. The Steering Committee decided that outright
purchase was preferred so the investigation and development of
fixm alternative financing/leasing proposals were not
proceeded with. BAustralian National had capital funds
arranged to pexrmit initial payments in 1981-82 and final
payments to cooplete the purchase in 1982-83 although this in
itsedf did not xepresent a commitment. to the purchase option.

The consultants evaluation was based on premises differing
from the hardware strategy stated in the tender document.

Their evaluation was rejected for a nunber of reasons relating
to the age and history of the machine, lack of technical
support and its lack of general compatibility with CMIS
systems' software.

Univac originally tendered to supply a large new machine with
installation 12 months ahead and to install a secondhand
machine inmediately for use in the interim 12 months. Their
revised proposal was to sell the secondhand machine- outright
{with no coptractval follow-on sale). The secondhand machine
was Jnown to be about four years old and had been used by the
State Rail Buthority of NSW where it had not been trouble
free. It required more power and air conditiening to run than
the smaller, technologically more advanced brand new
alternatives.

Furthermore, in texms of support Univac had, and still has, no
presence in Adelaide. Apart fram initial. implementation all
software and hardware maintenance, support and training nad to

come from Sydney at Rustralian National's expense.
318

~18~

In addition, the reconmendation was wnacceptable in that the
proposed machine wag not fully IPM compatible.

Since IR have the major proportion of camputer installations
vorld wide MSA, and most other thixd party package suppliers,
adept the policy of developing IBM versions of their packages
first and subsequently converting these to other suppliers
equipment. As a consequence IEM and IEM campatible harxdware
has an advantage in this regard over cother suppliers,

At the time of the computex sclection the latest relcase 21 of
MSh's Financial Information Control System (FICS) had not yet
been converted to Univac. In addition, the latest version of
MSA's QPAC payroll package had only shortly before heen
converted to Univac. Furthexrmore, MSA stated in a letter that
in Australia they were only prepared to support the QPAC
package on IBM or IBM compatible equipment. In addition, thoy
stated that it would have been twelve months before the
release 21 of the FICS package became available on other
equipment and that the system to be installed on the
Conmission's computer would be release 21. We therefore
believed that IBM compatibility was essential in our
environment.

At the time that the consultants presented their
recomrendation. for the acguisition. of hardware we were of the
opinion that a two year time scale was inappropriate in that
it was too conservative. Fram a technological point of view
hardware of the type tendered could be expected to have an
economi.c life of around five years frem the date of purchase.
Considering the economic aspects of maintenance the computer
should have a life of five to seven years from the date of

purchase.

By the time +he third evalvation was undertaken we had
re~considered the matter and decided that a two year period

was appropriate for puxposes of the evaluation.
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d. The fina) evaluation was undertaken by the Stores Controller
in an acting capacity since the ¢IS Manager had resigned.
It was based on a similar strategy to that assumed in the
consultants' evaluation,

22. We are concerned by the statement in the report that

"the Cormission failed to puxchase a computer of sufficient
capacity to meet its needs over the intended period of four to
five years",

As we have éxplained to the Auditor-Geheral's staff on several.
occasions, the Facom MIGOF conputer purchased in Maxch 1982 for
the QIS project was never intended to be sufficient to satisfy
the total computing needs for a four to five year period.

It was expected that almost all our resources would be required
to introdvce the CMIS project, the Wagon Fonitoring System and a
few other minor systems successfully over the next four to five
years. Yhe hardware which could cater for these system; was all
that was required given that this corresponded with the
currently accepted life of such installations.

In selecting the computer we ensured as far as possible

that it could be upgraded with respect to memory, disc stoxage,.
peripherals and central processor without major re-programuing
of the applications. In addition, we mide sure that the
supplier did not have a history of introducing a new series of
camputers which were incompatible with a previous series and
thus did not pexmit an easy transition to the new equirment.

It can be clearly seen that it was never the intention that the
FACOM ML6OF computer purchased in 1982 would not be upgraded.
In fact since the initial purchase it has already been upgraded
with regard to memory and disc storage.
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The cost of this computer together with additsonal memory and
discs which have been acquired subscauontly, is less than half
the cost of hardware recomeuded by the consultants in their
initial report. Since processing requirements increase as
systems are put into production, the acquisition of camputing
power greatly in excess of that required at the initiation of
the project would have reflected poor judgement. We ensured
that the initial computer could be upyraded; this has in fact
been done in respact of memory. Additional computer facilities
have recently been acquired. The cost of this additional
eaquipment together with the upgraded initial computer stiil
remains less than the amount estimated by the consultants in
their initial report.

The critical nature of a payroll system requires that adequate
back up facilities are provided. The only practical means of
doing this is to have redundant periphcral equipment and a
second computer of similar characteristics on site. The
additional conputer recently acquired will provide this
essential back up as well as providing additional computing
pwer.  To have acquired this second computer at the initiation
of the project would have sexved no useful pupose.

ve fully agree that a Steering Committee is the most desirable
mechanism for monitoring progress of an ADP project in most
situations.

To this end a (MIS Steering Comuittee was foxmed at the outset
of the project. The first meeting tock place in February 1980.
Through lack of experience and understanding and a failuxe to
recognise the importance of the project on the part of some
senior managewent, it was found that the meetings were not
contributing to the progress of the project as anticipated.

The ineffectiveness of the Conmittee was compounded by the
differing perspectives held by Australian National's Finance
Branch and the consultants, and the poor co-operation between
CIS and OMIS personnel. BAs mentioned earlier this arose in part
because of the inevitable evolution of (MIS beyond an accounting

hase. 321
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It was therefore decided! in Septembor 1982, as an interim
measure only, to suspend the Steering Conmittee and to enforce
greater co~operation by an informal but more frequent series of
meetings involving the Assistant General Manager (Finance and
Supply), the Project Co-ordinator and the General Manager.
Users were to be involved on an ad hoc basis.

Jn the event this did not resolve all the conflicts and it was
decided to completely sever Finance control of the CMIS
project. Subsequently a’decision has been made to transfer
management of all data processing to a senior manager answering
Qirectly to the General Manager.

Formal meetings of the Stearing-Comnittee were resumed in
September 1983 with the Conmittee consisting of the Information
Sexvices Manager (on appointment), Data Processing Manager, the
two consultants co-ordinating the (MIS project and a senior
consultant as the corporate representative of the consulting
£irm involved, under the chairmanship of the General Manager.
Senior management will be required to attend as user
representatives to discuss progress on systems of direct concern
to their respective functions.

The meetings now cover all aspects of data processing and are
not restricted to the CMIS project.

We have found from experience that users co-operation and
involvement is not achieved by means of the Steering Comnittee
which considers all facets of the project. It is .preferable for
the project leader of the individual CMIS systems being
developed to hold regular meetings weekly or fortnightly with
the Assistant General Manager and senior staff responsible for
the system, The consultant attends the meeting when it is
considered advisable for him to do so.

It is worth noting that the appointment of a professional Data
Processing Manager twelve months ago has brought about a marked:
improvement in the liaison between the Comission's ADP
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personnel and the CMIS project team. In due cotirse both these
functions will be placed under the responsibilily of the
Information Services Manager, reporting directly to the Geneval
Manager .

The poor co-operation between CMIS and CIS personnel and the
diffexring perspectives held by the Conmission staff on the one
hand, and the contractors and consultants on the other were due
to a combination of inexperience on the part of CIS staff in
modern data processing and overloading of the consultant
co~oxdinator which precluded adequate attention to staff
training.

The Data Processing Manager has-introduced formal reporting and
review arrangenents for regular monitoring by mangoment of ADP
operations.

The Conmission is satisfied that some problems xelating to
payroll are unigue to the payroll system and will fiot be
encountered in the remaining CMIS systams, As discussed in
paragraph 26 below there are many problems that are camon to
all the CMIS systems.

The difficulties encountered in developing the payroll system
have been:

a. The need to define precisely the procedures relating to each
pay category, each type of leave and the general featwrcs of
the payroll system.

The payroll for the ex South Australian Governnent Railway
employees is entirely manual and no procedure manuals
exist, The calculation of the gross pay is nanval for the
ex Commonwealth Railway employees and no procedures manuals
exist.

With no curxent procedure manuals it beccmes extremely
difficult to. determine curvent practices with any certainty
since these often vary between pay clerks.
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The QMIS team has had recourse to the appropriate awards, acts
and industrial and administrative circulars in order to ensure
that the CMIS system follows the correct procodures. A mmbor
of deviations frem the awards or acts have been discovered.

In many instances procedures need to be duplicated in oxder
to deal with both Cormonwealth and State provisions.

The extent of this task should not be under-estimated.

b. Most payroll procedures are unique to the organisation and
are therefore not specifically catered. for in a payroll
package.

The additional programndng is extensive to deal with the
unique procedures and to provide a system which.incorporates
many features to facilitate the tasks of the payroll clerks.

c. The payroll sys‘tem incorporates the maintenance of all lcave
balances. They are extensive to define and to program.

Australian National personnel management and payroll staff have
had no previous experience in preparing for the implementation
of a major system. Consequently, they have taken longer to
understand their functions and commence effective working.

Certain renedial action can be taken to minimise problems in the
development of other systems in the CMIS project.

The needs and problems in modernising the management of
Australian National has been discussed elsewhere. It is a
problem which was recognised at the outset of amalgamation and
while it is being addressed by way of outside recruitment and
interpal training, it is a fact that it will take a genexation
to fully convert the echos of the railway from that of a
traditional bureaucracy to that of a self sufficient, efficient
and fully productive business enterprise. This obviously places
a serious constraint on the or_anisation's apility to absorb new

technology. 324
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Jt must be recognisx] that many of the difficultics experienced
so far will be encountered in the developaent: and inplementation
of the rcmaining systems in the CMIS project since these are due
to inherent problems in the current accounting and
administrative practices in Australian National. Allowance for
this has been made in the xevised program for cempletion of
CMIS. They are in many vways symptomatic of the urgent need for
the system and the accompanying rationalisation.

The Conmission has recognised the need for a full review of
financial accounting practices in Mustralian National as a
related issue. For this purpose we have appointed a consultant
to propose financial accounting policies, procedures, practices
and standaxds, and, after approvel, to prepare the appropriate
manuals.

The appointment of an Information Services Manager (currently
being recruited), reporting to the General Monager, and
responsible for the overall co-ordination of data processing
development in Australian National will significantly strengthen
the ADF management team.

REVENUE, EXPENDITURE AND FIXED ASSET CONTROLS

28.

Since the amalgamation of the three Railway systems in
1975 and the publication of the first combined accounts
in 1978 the Commission has pursued a policy in keeping
with its legislation which requires the keeping of -

# proper accounts and records of the transactions and
affairs of the Comission in accordance with the accounting

principles generally applied in commercial practice.

The Commission's objectives in this area are the publication

of accounting statements which meet the information nceds

of Parliament, are clear and concise to other users, are

adequately explained in notes thereto, give full disclosure

of all relevant matters and me.: to the greatest extent

possible, the standards laid down by the Accounting Bodies.
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In keeping with these objectives the Comnission velcomed

the issue by Departmont of Finance in May 1983 of .the
publication “Guidelinns for the Forn amd Standard of Financial
Statements of Comunwealth Undertakings” and whilst not
agreeing with every aspect of the Guidelines adopted them
without hesitation. Indeed whilst the effcctive date of
implementation was 1 July 1983 the Comnission's. accounts

for 1982-83 werc prepared on the basis of generally meeting

Since that date, revenue settlenent for cach system has
been processed through a central. Kailways of Australia
Clearing House.

This Clearing House function is carried out by the Victorian

system on behalf of all systems.

the requirements of the Guidelines.

31. A tape containing details of every intersystem consignment

note raised is sent to the Clearing House on a weekly basis.
Copies of the consignment note are also forwarded to the
receiving system vho acquit the consigument note in the
nomnal manner and include details on a tape to the Clecaring
House for matching with the tape data previously supplied
by the forwarding system. Revenue settlement between the
systems is bascd on this matching process and is.supported
by a hard copy settlement statement.

29. In the normal course of audit by officers of the Auditor-
General’'s Office, many areas of our activities are investigated
and discussions with our Senior officers are a conmon feature
in this exercise.

It has been normal practice over some years that during
the avdit of ouwr end of year accounts, various matters
raised during the audit are submitted in writing and the

Commission responds as to action taken or contemplated.
Each week the Clearing House forwards a tape containing

detail of all intersystem consignment notes effecting AN.
The four tapes of an accounting period form the basis for
determining AN intersystom freight earnings for that period.

As an indication of the matters raised the following are
attached :.

. Appendix A - Chief Auditor's letter of 4.10.1983

. Appendix B - AN's reply dated 26.10.1983

. hppendix C - Chief Awditor's letter of 12.12.1983

. Mppendix D - Chief Auditor's letter of 5.1.1981

. Appendix E - AN's reply dated 25.1.1984.

Hard copy detail of consignment notes matched, ummatched
and mis-matched are supplied weckly.

32. AN doecs not have access to consignment notes for through
traffic on its system, viz, traffic originating in, say,
Victoria and consigned to Western Australia.

The above matters are considered in kecping with the normal
relationship that exists betweén Auditor and Client and

the matters raised did not effect the issue of the Auvditor~
General's report dated 28.11.1983 to the Minister for

The Auditor-General's concern is in relation to ensuring
the Comunission receives all the revenue from intersystem

traffic to which it is entitled.

Transport.
INTERSYSTEM REVENUE

30. On 1 July 1982 all Australian Railway systems introduced.
the multipart freight consigament note for intersystom
traffic, generally referred to as RADAR (Railways of
Aust;-alia Documentation Accounting and Reconciliation
System) .

33. The matter of an avdit of the Clearing House has been under
notice since early 1982 and the following details are

submitted :
327
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Mppenviix F - Copy of letter dated 9.3.1982 from Comptroller
ol Accounts, Victorian system o the Auditor- LAND TITLES
Ceneral, Victoria. AL that time Hr McGowan
35. Yhe transfer legislation establishing the Australian
National Railways Cemmission (Railways Agreement (South
Australia) Act 1975 in respect of South Australia and
Railways (Transfer to Commonwealth) Act 1975 in respect
of Tasmania) entitles the Comnission to the prior rights
to lands used for railway purposes held by the State or
by the previous State railway system (in respect of South
Australia this applies to lands used for non metropolitan

railway purposes).

was Chainman of the Steering Coumitlee responsible
for implementation of the system.

Appendix G - Copy of letter dated 25.2.1983 from Sol.icitor
for Railways, Victoria in relation to the
legality of the Victorian Auditor-General
carrying out an awdit of the system. He
had expressed the opinion that he could
not avdit the Clearing House for the Victorian
system in isolation from other rail systems.

Appandix H - Copy of AN letter dated 4,5.1984 to Manager,
‘Group Accounting, State Transport Authority,
Victoria, to ewpress our concern to reach

36. Agreement was largely reached early after amalgamation
between the State Transport Authority and Australian National
on which lands are to be considered lards used exclusively
for the purposes of tho non metropolitan railways and
which other lands previously held by the South Australian
Railway should remain with the State. There are some
minor detail. arcas yet to be resolved.

a decision on this matter.

Appendix J - Copy of AN letter dated 4.6.1984 to Manager,
Group Accounting, State Transport Authority,
Victoria, to express our concern as to the

urgency of this matter.
37. In respect of these lands, to be vested in Australian

Naticnal, the next formal step is to engage the paid
services of the Australian Survey Office to survey for
title puwposes. This involves substantial cost but there
is no practical benefit to Australian National in obtaining
surveyed title as distinct from simply enjoying unfettered
use of the lands for railway purposes. Australian National
has, therefore, not put the total survey work into action.

Appendix K - Copy of letter dated 7.6.1984 from Group
Manager, Accounting, State Transport Authority,
Victoria, to indicate position.

The Conmonwealth Auditor-General's Office has been kept
fully informed of the position in this matter.

34. While ve are satisfied that existing controls within the
system are adequate and the quality control performed by
system further strenthens the accuracy and completeness
of data input we support the concept of an overall audit

38. The Transfer Agreement arrangements do not permit Australian
National to sell vested lands from the South Australian
Railway area. The legislation requires that where such
lands are no longer required for railway purposes they

of the system.
are to be returned to the State free of charge.

In the event the Victorian Muditor-General's Office cannot

carry out this function we see the matter being referred 329

to Railways of Australia Committee sceking Commissioner's

approval to engage an outside Auditor to carry out the function.
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Practice is that where the State through the State Transport
Authority wishes to dispese of land proviously under

the control of the South Australion Railway which has
since been identified as land to remain with the State
Transport Authority or revert to the State, specific action
to create the titles needed is undertaken.

Lack of resolution of detailed boundarics has not led:
to disputation about lands required for Australian National
operations, and the operations of the railway have not
been impeded by the lack of formal title arrangements.

Tasmania

40.

41,

In Tasmania, the Commission utilised the services of the
Department of Administrative Sexvices for handling land
matters from 1978 until the ond of 1983.

The Department of Administrative Services withdrew theix
services at the end of 1983 following Australian National's
exemption from the Lands Acquisition Act 1955.

Since February 1984, an officer from the State Transport
Department, Tasmania has been seconded to perform title
tasks related to land in Tasmania.

During the period 1978/1983 the Department of Administrative
Services resources did not allow for the work involved

in obtaining Certificate of Title to land vested in the
Comnission. To date therefore, as in South Australia,
survey and gaining of title has not been pursued unless

some inmediate need such as sale of the lands justifies

the expense of action existed.
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In Tasmania as in South Australia, the transfer legislation
is clear in respect to the rights of the Comnission to

land used' for railway purposes. The Commisusion is, thevefore,
of the opinion that the gaining of titles generally hHas

no direct benefits and if pursued other than on a needs

basis would have an immediate heavy cost. It is considered
that in both States the “as required" basis of achieving
title is the most cost efficient means of approaching

the matter. The lack of holding title has not inhibited
Australian National's commercial functions.

11/7/84.
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AUSTRALIAN NATIONAL RAILWAYS COMMISSION

Copies of the following documents may be found on Joint Committee
of Public Accounts File 1984/4, Part B.

. Appendix A - letter to ANR, dated 4 October 1983, from the.
SA Branch, Auditor~General's Office, re Audit of 1982-83
Financial Statements.

" Appendix B - letter f£rom ANR, dated 26 October 1983, to the
SA Branch, Auditor-General's Office, re Audit of 1982-83
Financial Statements..

. Appendix C - letter to ANR, dated 12 December 1983, from the
SA Branch, Auditor-General's Office, re Financial Statements
1982-83.

. Appendix D - letter to ANR, dated 5 January 1984, from the
SA Branch, Auditor-General's Office, re AN Retail,

o Appendix E - letter from ANR, dated 25 January 1984, to the
SA Branch, Auditor-General's Office, re letter dated
12 December 1983.

. Appendix F - letter from Victorian Railways, dated

9 March 1982, to the Auditor-General of Victoria, re auditing a
new system of accounting and settlement of freight traffic
between States.,

. Appendix G ~ letter to Victorian Railways, dated 25 February
1983, from Christopher Berry, Solicitor for Railways, re
R.A.D.A.R.System and Auditor-General.

. Appendix H ~ letter from Victorian Railways, dated
4 May 1984, to State Transport Authority - Victoria, re Audit of
the Clearing House.

. Appendix J -~ letter from Australian National, SA, dated
4 June 1984, to State Transport Authority, Vic, re Audit of the
Clearing House.

N Appendix K ~ letter to Australian National, SA, dated

7 June 1984, from State Transport Authority, Vic, re aM 97 Audit
of the Clearing House,
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APPENDIX C
DATE OF HEARINGS, LIST OF WITNESSES AND OBSERVERS

The item, Department of Health, National Biological Standards
Laboratory (para 11,l1) was made the subject of a public hearing
at Parliament House, Canberrza, on 15 May 1985.

The following witnesses were sworn or made an affirmation and
were examined by the Committee at the public hearing.

Department of Health

First Assistant Secretary
Therapeutics Division

Dr L. F Dodson

Assistant Secretary
Resources Branch

Mr W G Turk

Mr D Kentwell Director (Legislation)
Assistant Director
National Biological
Standards Laboratory

Dr R W Temple

Dr J Cable Chief Chemist
National Biological
Standards Laboratory
Mr R W Tribe Chief Inspector

National Biological
Standards Laboratory

Acting Assistant Secretary
National Biological
Standards Laboratory

Mr J Withell

During the public hearing the Committee was assisted by the
following observers:
Hr R Alfredson Australian Audit Office
Mr R Chantler Australian Audit Office
Ms P Gaughwin Department of Finance

Mr P Roberts Public Service Board
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