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DUTIES OF THE COMMITTEE

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

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

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

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

(ab) to examine all reports of the Auditor-General
(including reports of the results of efficiency
audits) copies of which have been 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
in those accounts, statements and reports, or any
circumstances connected with them, to which the
Committee is of the opinion that the attention of
the Parliament should be directed;

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

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

and include such other duties as are assigned to the

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

(iv)

PREFACE

This Report comments upen  the responses of the
Departments and Authorities to criticisms raised by the
Auditor-General in his report of April 1985. Conclusions drawn
by the Committee reflect remedial action taken or proposed to be
taken in addressing those criticisms.

During the currency of the examination of the
Auditor~General's Report of April 1985 on audits completed the
Auditog~General presented an annual report for 1984-85 on his
operations. This was the Ffirst time the Auditor-General had
reported in this manner. The report referred to, amongst other
things, a number of issues concerning the role and proper
function of the Auditor-General, particularly his relationship
with the Executive. The Committee looks forward in the near
future to a discussion with the Auditor-General on these matters.

For and on behalf of the Committee.

Senator G Georges
Chairman.

M J Talberg

Secretary

Joint Committee of Public Accounts
Pariljiament House

CANBERRA ACT 2600

28 May 1986
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CHAPTER 1

INTRODUCTION
General

1.1 Bach year the Committee examines published reports of
the Auditor-General. Following the tabling of the Report of the
Auditor-General ~ April 1985, the Committee sought written
submissions from 10 Departments and 5 Statutory Authorities in
respect of the 22 items listed in Appendix A.

1.2 Further information and clarification by way of
supplementary submissions, was sought from 6 Departments and 1
Statutory Authority.

1.3 A copy of all submissions received by the Committee is
included at Appendix B.

1.4 The following submissions were referred by the
Committee to Sectional Committees for examination in the context
of other inquiries:

. Department of Defence

Pave Tack Target Designation System (referred to
the Defence Project Management Sectional Committee)

. Department of Health

Centrpl Register of Medical Practitioners (referred

to Medical Fraud and Overservicing Sectional

gog?ittee and mentioned in the Committee's Report
36);

. Department of Veterans' Affairs

National Computer Centre (referred to Automatic
Data Processing Committee and will be reported in
the context of the Department's acquisition of
computers for Repatriation Hospitals, Report 249).

1.5 In consultation with the Senate Standing Committee on
Education and the Arts, the Committee agreed to refer the
submission from the Australian National Gallery to that Committee
in connection with that Committee's inquiry into the 1983-84
Annual Report of the Australian National Gallery.

1.6 This report (248) is a departure from the usual
practice of the Committee. Due to an increasing workload and the
delay in commencing the review, the Comnmittee decided that
Parliament's attention should be drawn to the salient features of
the Auditor-General's Report. Consequently, the principal matters
on which the Committee sought comment are addressed in the next
chapter. No public hearings were held on any of these matters.



Overview of the Auditor-General's Report

1.7 The Auditor-General now reports twice each year on
audits undertaken. In addition separate reports are made
throughout the year on efficiency audits performed by the
Auditor-General, and annual reports on the Financial Statements
and his activities.

1.8 The Auditor-General's April 1985 Report, tabled in
Parliament on 16 April 1985, details audits that were completed
on 23 departments and 46 statutory authorities and companies., The
auGits covered 125 separate matters, the most significant of
which the Committee = sought submissions and supplementary
information. The Auditor-General reported only 8 audits which he
regarded as satisfactory.

1.9 In  addition, the Auditor-General drew particular
attention to the status of Financial Statements. He Jlisted
29 organisations which balanced prior to 31 December 1984, the
longest outstanding being the Australian Capital Territory
Transport Trust Account.

CHAPTER 2

DEPARTMENTAL. SUBMISSIONS
DEPARTMENT  OF COMMUNITY SERVICES
Children's Services Program

2.1 The Auditor-General in his Report of March 1984
referred to a number of special equipment g¢grants made to
organisations under the Children's Services Program in June 1983,
Reference was made to the accelerated nature of the payments,
which aggregated $3.4 million, a departure from normal procedures
followed by the then Department of Social Security effecting the
payments without equipment proposals from the organisations and a
possible breach of legislation, in respect of which that
Department. was seeking a legal opinion.

2.2 The audit referred to here, assessed the adequacy of
Departmental actions in ensuring that expenditure control was
maintained in these cases. Audit noted that the

Attorney-General's Department supported Audit's own view that the
making of the equipment grants in June 1983 and the associated

approvals did not conform with the provisions of the i1
Act 1972,
2.3 The Auditor-General expressed concern at the

Department's slow response to recover the expenditure after being
advised of the illegality of the payments. Furthermore, it was
revealed that there had not been time limits specified by the
Department for the acquittance of the special grants.

Departmental Response

2.4 The Department acknowledged the legal advice provided
by the Attorney-General's Department and accepts that it was in
breach of the legislation. 1In its submission, the Department
stated that approximately fifty percent of the grants approved
were in fact for organisations funded outside the Act.

2,5 Remedial action has been taken to tighten controls over
the receipt of acquittances for all grants, Notwithstanding this,
a small number are still outstanding. No action has been taken to
date in relation to the waiver provisions of the Audit Act.

Conclusion

2.6 The Committee is concerned at the breach of legislation
and poor financial control over the acquittances of grants. The
Committee notes the efforts of the Department in addressing the
Auditor~General's criticisms.



2,7 The Committee will be looking for continued

improvements in the procedures adopted by the Department in

issuing grants to eligible organisations under the Children's

Services Program.

DEPARTMENT OF DEFENCE

Pave Tack Target Designation System

2.8 Pave Tack is a target acquisition, designation and
tracking system being procured by the RAAF for its Flll aircraft.
It consists of a pod with associated cockpit controls and
displays and employs an infra-red sensor, laser designation and
range finder. Pave Tack is intended to provide a day and night
capability for stand off weapon delivery with a better accuracy
than was previously available. Procurement was arranged under the
Foreign Military Sales arrangements through the United States Air
Force and provides for the purchase of 10 interchangeable Pave
Tack pods and the modification of 20 F111 aircraft.

2.9 The audit encompassed a review of the planning,
execution and review processes taken by the Department to ensure
that it received a system that performs to its desired
specifications within the defined time and cost limits.

2.30 Audit concluded that whilst the procurement of the Pave
Tack System is progressing within the revised acquisition .time
and estimated cost at the time of auvdit of $161.6 million, the
contractual arrangements could have provided a greater assurance
that the system would perform accurately when contractual
obligations were finalised.

Departmental Response and Conclusion

2.1 The Committee decided that in view of the relevance of
the procurement of the Pave Tack System to other matters under
review by the Sectional Committee on Defence ‘Project Management,
the Department’s submission should be referred to  that Committee
for their consideration. The Committee has therefore decided not
to examine the Department's response in the context of this
Report. .

DEPARTMENT OF EMPLOYMENT AND INDUSTRIAL RELATIONS
Wage Pause Program

2.12 The Special Employment-related Programs__Act 1982
provided for the expenditure of up to. $200 million through a Wage
Pause Program of public sector job creation. The money partly
represented the expected savings from the 12 month suspension of
salary increases for Commonwealth employees under the salaries
and wages pause legislation.

2,13 | Under the established guidelines the States were
required to submit employment projects to the Department of
Employment and Industrial Relations and, if considered suitable,
details were forwarded to the Minister for Finance for approval.
The guidelines provided for funds to be made available monthly
from January 1983 and to be completed by 30 June 1984, Projects
which were to receive consideration for approval were required to
be labour intensive and promote greater equality of opportunity,
particularly for the long term unemployed.

2.14 The audit review of the scheme sought to estalgligh
vhether procedures  introduced to administer the program within
the area of Commonwealth responsibilities were consistent with
the aims and objectives., In his Report, the auditor-General
detailed his findings together with the responses he sought from
both the Department of Employment and Industrial Relations and
the Department of Finance. In summary, the matters of concern
identified were as follows:

. in some States, approved projects were subsequently
varied without Commonwealth involvement;

. program objectives in respect of target employment
groups were not always achieved;

o by July 1983, quarterly reports from the States
showed that very little of the funds had actually
been expended, indicating that moneys had been made
available well in advance of requirements;

. in one instance the State of Victoria sought to
transfer funds designated for the Wage Pause
Program to a State-funded employment program, with
the approval of the Minister for Employment and
Industrial Relations, but not the Minister for
Finance; and

B neither the Department of Employment and Industxial
Relations nor the Department of Finance made
provisions concerning the ownership of assets at
the conclusion of various projects,

Departmental Responses

2,15 As mentioned previously, both the Departments of
Employment and Industrial Relations and Finance made responses to
audit findings at the Auditor-General's request. Departmental
submissions received and examined by the Committee did not reveal
any substantial additional information. Concluding remarks drawn
from those submissions are summarised as follows:



. Employment and Industrial Relations

the Department, whilst strongly defending its role
and function in the Wage Pause Program, did
indicate a need for prior agreement ‘to, and
formalisation of, respective roles when joint
administrative activities are undertaken; and

. Finance

the Department concluded that the division of
adninistrative responsibility leads to inferjor
administration. Furthermore, while the problens
highlighted by audit would have been reduced had
the relationship between the two Departments been
addressed more closely and defined more formally,
the genesis of much of the problem rested in the
nature of the actwal adninistrative arrangements
decided for this program.

Committee Comment

2,16 The Committee notes that both Departments agree in part
with the Auditor-General's summary of his findings. The Committee
is concerned by the administrative difficulties which developed
following hasty implementation of the Wage Pause Program, in
particular the inadequacy of interdepartmental co-ordination.

2.17 In view of this concern and the fact that this program
ceased in mid-1984, the Committee sought  supplementary
submissions from both Employment and Industrial Relations and
Finance with respect to another similar employment program, the
Community Employment Program. Whilst this program was not subject
to audit, the Committee considered it important to assess the
administrative arrangements governing it.

2,18 Specifically, the Committee sought information on the
following:

. legislative responsibility for the financial
administration of program funds;

N division of responsibilities between the
Commonwealth and the States;

. arrandements for approval of projects;

. program targets and objectives;

. procedures for evaluating program effectiveness;
. method of selection of program participants; and

. statistical information.

Departmental Responses in Relation to the Community Employment
Program

2,19 From the respective Departmental submissions it is
clear that the administrative and financial arrangements for the
Community Employment Program differ quite markedly from those
applying to the Wage Pause Program. In particular, the Minister
for Finance has 1limited executive responsibilities and the
Minister for Employment and Industrial Relations clearly has
carriage of the legislation and program administration. Clearer
working guidelines and funding through annual appropriations has,
to a large degree, clarified the obligations and responsibilities
of agencies concerned.

Conclusion

2.20 Whilst the Committee recognises that there are some
administrative difficulties in Government programs which involve
more than one Commonwealth department together with State
organisations, it does not consider this an excuse for inadequate
communication and co-ordination. It is clear that greater effort
ig necessary in such situations to ensure that the program
objectives are met and monitored in a formal manner.

2,21 The Committee wishes to draw to the Departments®
attention the conclusions and findings in its reports 2131 and
246 on income maintenance programs. Specifically, Chapter 7 of
Report 213 draws attention to

. co-ordination
. legislation
. program management and evaluation.

2.22 The Committee understands that the Auditor-General is
likely to report on the Community Employment Program in September
1986 or March 1987.

Adult Wage Subsidy Scheme

2.23 The aim of the Adult Wage Subsidy Scheme is to provide
a period of stable employment for long term unemployed adult job
seekers by making available a wage subsidy to prospective
employers of such persons.

2.24 Its target group is those who have been unable to
re-establish themselves in employment and whom the Commonwealth
Employment Service (CES) has been unable to assist.

2.25 The scheme was introduced in March 1983 and for the
year 1983/84 $23.2 million was expended in providing assistance
to 15,300 people.

1. Joint Parliamentary Committee of Public Accounts, Income
i (Report 213), Volumes 1 and 2, AGPS,
Canberra, 1983
2. Joint Parliamentary Committee of Public Accounts, Income
i = (Report 246),
AGPS, Canberra, 1986



2.26. An audit of the scheme was undertaken in New South
Wales with the objective of examining and analysing the opération
and management involved. The audit found, in summary, thatr

. records maintained at CES offices in respect of job
seekers did not highlight salient work history
information, eligibility status for the Adult Wage
Subsidy Scheme, and current status regarding
monitoring of job seeker placement;

. a high incidence of cases where the Department was
paying subsidies under the scheme to ineligible
employers; and

. ghe Department's records appeared inadequate to
identify target groups for assistance.

Departmental Response

2,27 The Department's submission stated that remedial action
had been takep in some areas. It acknowledged that the current
manual recording system is not always satisfactorily maintained
put added that improvements were envisaged with the proposed
introduction of the Job Seeker computer system. This system, it
stated, will facilitate the identification of eligible job
seekers and matching against vacancies.

2,28 The submission also referred to the Rirby Report
recommendation that the Adult Wage Subsidy Scheme be included in

an integrated and rationalised wage subsidy program. To this end,
the Committee sought a further submission from the Department

;gtei_ ﬁge Government's response to the Kirby Report was
inalised.

2.28% The Department's supplementary submissjon advised that
the Adult Wage Subsidy Scheme was integrated to form a new
program called Jobstart, effective from 1 Decenber 1985. The
Department stated that, in developing this new program, special
attention was given to identifying target groups of job seekers
in need of assistance.

Conclusion

2.30 The Committee concludes that poor administration by the
Department resulted in unjustified expenditure and ineffective
identification of job seekers. The Committee does not accept that
a computer system is necessary to overcome inaccurate records and
pronpt matching of job seekers against vacancies.

2,31 The Committee does however concede that the acquisition
of the Job Seeker computer system, currently under inguiry by
this' Committee, can enhance significantly the administration of
employment programs. Preliminary conclusions indicate that it nay
be some time before the full benefits are realised.

DEPARTMENT OF FPINANCE

Commonwealth Superannuation Scheme - Employer Contributions by
Approved Authorities or Other Bodies

2,32 The Commonwealth Superannuation Scheme is a
multi-employer scheme which covers Commonwealth employees and
staff employed by some 80 other employers called ‘'approved
authorities’'.

2.33 Brovision is made under Section 159 of the
Superannuation Act 1986 to ensure that authorities employing
staff whose superannuation benefits are provided under the Act
meet their share of the cost of providing those benefits. That
section also empowers the Minister for Finance to enter into
arrangements with authorities for payments to be made to the
Commonwealth by one of the methods described below:

. emerging cost

the authority reimburses the Commonwealth for the
cost of benefits as they are paid and is required
to pay each fortnight an amount equal to the
employers' share paid out of the Consolidated
Revenue Fund to eligible past employees of that
authority in that fortnight.

. pay-as-you-go

this method is the more common arrangement and
requires Authorities to pay the <Commonwealth
fortnightly a percentage of their total salaries
for superannuation purposes. This percentage is
based upon actuarial assessment of the authorities'
superannuation liability and is intended to be
sufficient to cover the employers' share of the
estimated cost of future superannuation payments in
respect of the authorities' staff.

2.34 Criticisms of the effectiveness of the Department's
administration of payments under the abovementioned arrangements
and the effectiveness of its overall control and accounting
procedures, were originally reported in the Auditor-General's
September 1984 Report. This Conmgttee noted in its Report on that
Report of the BAuditor-Generald that the Department bhad not
responded at that time to BAudit's request for advice, The
Auditor-Genersl's Report of April 1985, however, summarised the
Department's response. B summary of further representations
together with responses were provided in the September 1985 and
March 1986 Reports.

2.35 Audit comments as at March 1986 referred to the
following matters still being monitored:

3. Joint Parliamentary Committee of Public Accounts, Report of
— - {Report 241), AGPS,
Canberra, 1985
9



audit noted that the Department has developed a
computer ba:sed system to strengthen its control
over authorities' ‘contributions;

audit nated that the Government has now decided
that authorities are to bay off deficits or receive
benefits of surpluses in respect of contributions

paid since 1 July 1976. The Department had adviged

Audit . of its intention to seek actuarial
investigations to arrange adjustment to rates;

the Department advised of its further consideration
to the manner in which details of authorities'
Superannuation arrangements are to be disclosed in
their financial statements; and

audit noted continued inconsistencies in the
Department’'s acecounting methods applied to receipt
of employer contributiops.

Departmental Response

2.36 Comments here include those detailed by the Depart
2.36 A t
in its supplementary submission of April 1986: ¥ partmen

B

the Dexgartment stated that the computer-based
sysgem 18 now in the early stages of opération.
During this ‘'bedding-down' of the system, manual
chgt_:‘klng of the timeliness of the contributions
paid by authorities is continuing. The Department
hag requested authorities to provide explanations
of any discrepancies between the amount of employer
contribution estimated as due in 1984/85 and the
amount paid. Analysis of reasons for discrepancies
will assist in refining tolerances built into the
computer system;

action has been taken, where necessary, to adjust
on-goir.xg. contribution rates being paiad by
authgr:.lt:tes. Further, the Actuary is currently
compiling a report on the revised contribution
rates for implementation from 1 July 1986;

the Minister gor Finance has approved amendments to

‘li:;:e y account:.fng guidelines requiring greater
sclosure o superannuation arrangements

authorities; and 9 by

exam%nation of the accounting methods for treating
receipts of contributions has been completed and as
from' 1 July 1986, payments from both ‘emerging
cost and  'pay-as-you-go' authorities will be
treated as receipts,

10

Conclusion

2,37 Eighteen months have elapsed since the Department was
first requested to respond to the Auditor-General's criticisms.
The Committee considers that many of the matters ought to have
been addressed far sooner than they were. The Committee endorses
the remedial action taken to satisfy audit requirements for
improved control ang accounting procedures of employer
contributions.

DEPARTMENT OF HEALTH .

National Acoustic Laboratories

2.38 The i i 1984 provides that the
Minister for Health may establish, maintain and operate acoustic
laboratories and that their general administration be the
responsibility of the Department of Health. The functions of the
National Acoustic Laboratories include:

. the provision of audiological services, including
hearing aids to eligible persons; and

. the conduct of scientific investigation into
hearing, including the design and testing of
hearing aids, and the effects of noise on people.

2.39 The National Acoustic Laboratories comprise a central
laboratory in Sydney and approximately 30 hearing centres
throughout Australia, employing approximately 436 staff, The
services of the Laboratories, which are provided through the
hearing centres, include:

. audiological assessment;
ear, nose and throat consultations;

selection, fitting and maintenance of hearing aids,
including supply of batteries; and

. rehabilitation and after care.

2,40 During 1984 an audit was conducted at the BAdelaide
Hearing Centre with the principal objective of assessing the
adequacy and reliability of hearing centre systems and procedures
supporting the delivery of approved services to eligible persons.
The audit disclosed that in certain areas the Laboratories were
unable to achieve a satisfactory level and standard of service,
Major causes were identified as the inability to provide
sufficient staff resources for the extent of the task attempted,
failure to monitor some critical standards and a lack of clear
direction from the Central Laboratory and the Department's
Central Office.

11



Departmental Response

2.41 The Department in their submission t
o the C
detailed remedial action taken in responséle &mmit:}e):

Auditor-General'’s findings. Th
gror-Cenera g e more important areas now

. staff recruited in 1984-85 have now complet
i 2 ed
necessary in-house training and are pfu}.ly
operational. This has significantly reduced patient

waiting time from between 9 and 11 months for
< new
;:f_gogdu{.t pens:toger gppointments to 3 months, Thig
i is considere acceptable und isti
Departmental policy; v er ekisting

. the priorities adopted by the BAdelaide H i
) earin
gﬁzggi for treating the various categories og

[ S 1S now in accordance it
Departmental policy; vith  approved

. the Centre has established mechanisms t
¢ © ensure
that correct instrument calibration and maintenance
practices are complied with; and

. a stocktake of equipment and hearing aids has been
effected and an official assets register compiled

::ocikncrease staff accountability and control over

Conclusion

2.42 The Committee concludes that the unsati

referred to by the Auditor-General have now been 1:5;\:::;§dm§;t§§:
Department. The Committee notes that there has been an increase
in staff allocated to the Laboratories, a rationalisation of
prlogltles and development of new management procedures. The

more effective standard of service bein i i
. g provided to clients. The
ngﬁ::: o’;thEexsp n%hiatt th.e House of Representatives Standing
: e ure is currently undertaki i i
the National Acoustic Laboratories. ¥ 19 @ review into

Central Register of Medical Practitioners

2,43 To assist in the correct identification of i

of medical and p}_)armaceutical services for purposegrogh;agnfg:édzg
Commonwealth medical and Pharmaceutical benefits, the Department
maintains a Central Register of Medical Practitioners. CROMP
:.nf(_;rmatlon is used, among other things, Ffor investigating
medical fraud and overservicing. ’ g

12

2.44 An audit of the operation of the Register through the
South Rustralian Regional Office of the Department was completed
during 1984, Principal audit findings were:

. a lack of centrally approved ingtructions for the
operation and update of the Register;

. a lack of control to minimise the risk of payments
being made to unauthorised persons; and

- poor communication with Central Office resulting in
a lack of understanding of changes made to the data
base.

Departmental Response and Conclusion

2.45 The submission received from the Department was
referred to the Sectional Committee on Medical Fraud and
Overservicing and mentioned in the Committee's Report 236,

DEPARTMENT OF BOUSING AND CONSTRUCTION
Payments to States For Housing Assistance

2.46 The Housing  Assistance Act 1981 authorises the
execution of the 1981 Housing Agreemwent (the Agreement) which
sets out the terms and conditions under which the Commonwealth
provides grants and Jloans to the States and the Northern
Territory for home purchase and rental housing assistance.

2.47 An audit of housing assistance payments to the States
was undertaken during 1984 with the objective of evaluating
whether departmental procedures ensured that the payments were in
accordance with the provisions of the Act and the Agreement and
were for the purposes specified.

2.48 Whilst the Auditor-General reported that generally a
satisfactory position had beep disclosed, it was found however
that a number of financial statements required to be furnished by
the States in accordance with the Agreement had been outstanding
for considerable periods of time.

Departmental Response

2.49 The Department detailed action taken to obtain all
outstanding financial statements and has implemented a system to
remind the States in June and October each year of the
requirement for the Statements.

2,50 The Department stated that it is satisfied that the
financial statements for 1981-82 and 1982-83, which were
outstanding at the time of Audit, show that the States and the
Northern Territory used their funds in accordance with the
Agreement.

13



2.51 Bs a further measure to enhance the financial
accountability of the States and the manner in which they use
their funds, the Department has now developed standardised
financial statements,

Conclusion

2.52 The Committee is satisfied that the Department has
taken sufficient action to ensure continual compliance by the
States and the Worthern Territory with respect to the
Commonwealth-State Housing Agreement,

DEPARTMENT OF IMMIGRATION AND ETHNIC AFFAIRS
Refugee and Special Humanitarian Programs

2.53 The Department of Immigration ané Ethnic Affairs
administers Government policy and programs which permit entry of
refugees and people facing human rights difficulties. .

2.54 The Special Humanitarian Program enables the Government
to respond to people facing human rights Adifficulties who, for
one reason or another, are ineligible for refugee entry to
Australia. Applications are considered on a case~by-case basis.

2.55 The Auditor-General examined the administration of the
refugee and special humanitarian programs and identified areas
warranting improvement. The Department's response at the time of
audit satisfied all but the following matterss

. audit suggested that the -Department modify the
application form used to assess overseas based
applicants by using simplified language to explain
the United Nations definition of a refugee;

. a Departmental review in 1983 identified
administrative problems faced by the Determination
of Refugee Statvs Conmittee Secretariat., Audit
expressed concern that the Department had not taken
action to implement the recommendations of that
review;

. audit noted that, at the Sydney Regional Office,
delays in processing occurred when staff with
Determination of Refugee Status Secretariat duties
were not always been replaced while on leave;

. audit expressed concern at the instances of
breakdown in care arrangements for refugee children
resulting from poor initial assessment of the
child's proposed sponser; and

14

. records examined by Audit indicated that the
occupancy of midgrant centres had  declined
significantly over recent years and that the
centres now constitute an under-utilised asset.

Departmental Response

2.56 The Department responded to the outstanding matters and
was able to report action taken on most items as follows:

. the Department's submission stated that a new
application form using simplified language had been
drafted. The Department has since advised that the
new application form has now been included in a
refugee handbook;

. the administrative procedures relating to the
Determination of Refuge Status Committee have been
addressed and a more efficient Secretariat is now
able to better service the Committee process;

. in order to speed up processing in the Sydney
Regional Office, Canberra-based staff now travel to
Sydney to conduct interviews;

. the Government approved in May 1985 a new
Departmental policy enabling a cost-sharing program
with State governments to provide supervision and
support for all refugee minors without parents in
Australia. Systematic caseworker follow-up of
minors under this program should strengthen care
arrangements and ensure early intervention where
breakdown still occurs; and

N the Department's submission stated that a Cabinet
Submission involving a rationalisation of existing
migrant accommodation, was shortly to be considered
by the Government., The Department has advised that
Cabinet has agreed to that submission and migrant
centres at Darwin, Hobart, Melbourne and Sydney
have now been closed. The nmigrant centre at
Adelaide is undergoing refurbishment and that
further proposals for other migrant centres are to
be submitted to Cabinet in due course.

Conclusion
2.57 The Committee notes the efforts of the Department in
addressing the areas of concern raised by the Auditor General.

The Committee wil)l be 1looking for evidence of continued
improvement in future audits.

15



DEPARTMENT OF SOCIAL SECURITY
Family Allowance

2,58 Under the provision of Part VI of the Social Security
Bet 1947 an allowance is payable to a person or institution
having the custody, care and control of a child, subject to age
anr? rgs1dent1a1 qualifications. The allowance may continue to be
;:;Ss in respect of a dependent student child to the age of 25

2,59 Audits of the payment of the famil allowance st
were carried out in South Australia at threeyRegional Of:g{ce:x,“
State Headquarters and in the Central Office of the Department.
The objectives of the Audit were to review the. adequacy and
effectiveness of procedures and controls in respect of family
allowance payments including those made under the institutional
payment system.

2.60 There existed an error rate in excess of 2% in e
of family allowance to persons in receipt of unfamp?i?ﬂegt
benefit. Audit recommended that the Department carry out ongoing
selective tests of unemployment benefit recipients under 25 years
of age against family sllowance records so that the need for such
continuing checks can be gauged on a national basis.

2,61 Audit also commented on the continued disclosu
R re of
unsatisfactory matters in relation to output monitoring
ggoc%duires and cdontx;:oil weaknesses over the receipt and actioning
advices on education allowances received t
OF Bonacet from the Department

Departmental Response

2,62 Many of the problems highlighted by Audit i b
remedied by the proposed introduction ofy STRATPLAyl{I,n thz
Department'.s computer  acquisition program. However, until
STRATPLAN is universally operable in 1987, the Department advises
that it is giving attention to the problem by selectively
reviewing cases from both the unemployment benefit and family
allowance files which meet certain criteria to identify those
with a higher than average risk of incorrect payment.

Conclusion

2.63 The Committee notes that the Department ha

a limited review mechanism but is concerngd that ik:: sdotr:sﬁni:ft;g
as far as the Audit recommendation of a system of ongoing
selective tests. The Committee recognises that the introduction
of STRATPLAN will speed up the review process.
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Family Income Supplement

2,64 The family income supplement is payable in respect of
each child under 16 years or dependent full-time student aged
16-24 years inclusive, for whom other forms of income support are
not payable. Audits were undertaken at selected regional offices
in vVictoria and New South Wales to evaluate the Department's
administration of the program, from the development of policy
guidelines and the promulgation of instructions and procedures,
to its implementation at State Headquarters and regional office
levels.

2.65 The major problem highlighted by Audit was the
potential for income manipulation for purposes of assessment for
eligibility for vreceipt of benefits under the Family Income
Supplement program, particularly in respect of claimants whose
rates of income could fluctuate significantly. Audit commented
that the Department should explore more fully the cost
effectiveness of establishing procedures for the periodic
selective review of income levels of claimants during periods of
eligibility for this allowance.

Departmental Response

2,66 The Department has advised that a review of the
adequacy of its procedures will be undertaken in order to assess
the size of any problem which may exist. An assessor's manual is
also in preparation, for introduction in early 1985-86.

Conclusions

2.67 The Committee 1isg concerned that the Family Income
Supplement eligibility criteria are either not sufficiently
assessed at point of application or not reviewed for continuation
of the allowance for further periods. The Committee feels that
procedures for verifying and reviewing income for eligibility
purposes need to be strengthened,

Recovery of Overpayments

2.68 An audit of debt control procedures in the Northern
Territory at that State Headquarters and two regional offices was
undertaken. The objective was to review the adequacy of
departmental action in the detection, recording and recovery of
amounts overpaid.

2,69 Problems were identified in the identificatjon and
control of possible and apparent overpayments, control of debts,
monitoring of reports produced by ADP for purposes of debt
control, maintenance of overpayment files and procedures for
checking and withholding unrecovered overpayments when applicants
reapplied for benefits.
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2.70 i Audit commented that the continued level of
unsat1sfactory‘ findings in relation to the recovery of
overpayments is of concern. Although a national review of
depargmental debt recovery methods had recommended certain
remedlal' measures, the impact of those recommendations was not
evident in the audit. .

Departmental Response

2,71 Recent initiatives advised by the Department to improve
their recovery of overpayments performance are:

. management changes to afford the debt recovery
fupctlon a more meaningful focus and an increased
priority;

. procedural and systems improvements;

. the_adoption of direct credit as the prime mode of
paying individual entitlements;

. devglopment of a Quality A&ssurance FPackage for
regional managers; and

. the continuing development and refinement of
benefit control techniques which are largely
computer based.

2.72 The Department also referred to the constraint it faces
in the setgxng of repayment rates. These are set in accordance
with the cljent's ability to repay, which is generally low.

Conclusion

2.73 The Committee is very concerned that Audit findings in
the area of debt recovery continue to reveal either inadeguate
procedures or non-compliance with certain procedures.

2.74 The Committee recognises that many of the problems
gurrently‘ being experienced will be alleviated by the
{ntroductlon of STRATPLAN, and agrees with Audit that the
development of a national index of overpayment cases, or Cross
matching facility, should receive some priority in STRATPLAN
developments. The Committee reminds Departments of its findings
in Reports 213? and 246° and will continue to monitor the
Departments activities in this area.

Double Orphans’' Pensions

2.75 A pension }n addition to family allowance may be paid

Egntthi pﬁrson lL:indm%titution who has the custody, care and
rol of a chi oth of whose parents are d

refugee child. ! P eads or of a

4. JPCPA Report 213, op.cit
5. JPCPA Report 246, op.cit
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2.76 Following an audit to evaluate the administration of
the program, Augdit commented, inter alia, on the practice by the
Department of effecting a change in entitlements at the beginning
of a subsequent period, as opposed to on the date the claimant's
circumstances had changed. In Audit's view where legislation is
specific on such a matter, as the Social Secvrity Act is, the
provisions should be complied with or amendments to the
legislation sought, should other arrangements seem Tmore
practicable.

Departmental Response

2.77 The Department has agreed to consider recommending
amendment of the legislation to provide that eligibility will
cease at the end of the relevant period or from an esarlier date
in special circumstances.

Conclusion

2.78 The Committee recommends that this course be pursued in
order to comply with the legislation and to waintain the
flexibility required by the Department.

DEPARTMENT OF TERRITORIES
Administration of the Commissioner for Housing Loans Scheme.

2,79 On 10 September 1984 the Minister for Finance, pursuant
to concern expressed by Cabinet about the management of funds in
the Scheme, requested the Auditor-General to perform an audit of
the recent operations of the scheme in the 1light of recent
over-commitment of funds.

2.80 Under the Housing Ordinance 1928 the Commissioner for
Housing may, subject to the control of the Minister for
Territories, administer schemes for providing or assistindg in
providing dwellings in the Australian Capital Territory (A.C.T.).
In particular, under the Commissioner for Housing Loans Scheme,
the Commissioner may grant loans to assist an eligible person or
persons to buy or build a dwelling in the A.C.T. or to discharge
an existing wortgage on such a dwelling. The Commissioner may
alse acquire dwelling houses and Crown leases for the purposes of
the Ordinance.

2.81 Financial transactions reflecting the operations of the
Scheme are recorded in the A.C,T. Housing Trust Account. During
1983-84 credits to the Trust Account totalled $43.594 million.
Outgoings of $43.242 million in that year included $18,084
million loaned to borrowers, $19.459 million paid in interest to
the Consoclidated Revenue Fund and $4.25 million outlaid for the
purchase of residences for the rental program.

2.82 During April 1984 the Department of Territories foresaw
that not all funds available for Housing would be spent in the
1983-84 financial year. The Department decided to apply the funds
by:
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. stimulating demand for loans, and

. purchasing properties for the purpose of providing
rental accommodation for needy persons.

2,83 As a result of the above an over-commitment of funds
occurred, requiring the Department to request approval from the
Department of Finance for $6.7 million to be made available in
July 1984, in anticipation. of funds being appropriated for
1984-85, from the Advance to the Minister for Finance (AMF). An
amount of $15.5 miliion had been sought by the Department in the
financial year 1983-84 for 1984-85. only $8.5 million was
approvec}. The government agreed that additional funds would be
appropriated to cover an estimated shortfall of $7.9 million,
with a requirement for offsetting savings in the portfolio.

Audit Findings

2.84 1. In summary, the over-commitment of funds occurred
as a result of:

- payments amounting to $4.25 million for
property purchases;

- the media statement of 10 May 1984 and
subsequent decisions which greatly increased
the demand for loans;

- operating procedures which were not adequate
to control commitments, or provide reliable
mgormation on the extent of commitments
made;

- insufficient action taken to wonitor and
ccx}trol the effects of substantial changes
which occurred in the Scheme subsequent to
May 1984, (the request for funds from the AMF
should have prompted an immediate and
detailed study of the extent of
over-commitment of funds); and

- detailed commitment information was not used
as a basis for a submission for the 1984-85
Budget bids.

2. The Housing Trust Account was over—-ex ended from 4
July 1984 to 18 July 1984 in breach opf s34 of the
Budit Act. Dnder tke provisions of the Audit Act
the Auf_:hgr:].aing Officer of a department has a
responsibility to ensure that funds are available
to meet accounts processed for payment and where
accounts are chargeable to a trust account there
must be a credit balance in the trust account
sufficient to meet them, )
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3. There were deficiencies in the system for
controlling commitments, specifically:

- in procedures followed when approving loans;

- inadequate records of commitnents and
unsatisfactory procedures for checking funds
availability;

- weaknesses in the mechanisme used by Housing
Branch to monitor availability of funds in
the Trust Account; and

4. BRudit found the estimated shortfall of $7.9 million
in funds to be unreliable.

2.85 In addition, Jirregularities occurred in the Spot
Purchase Scheme for purchase of rental properties, with money
being paid in advance of requirements and from the Trust Account.
bddvice received by the Department from the Australian Government
Solicitor regarding the legality of the purchase indicates that
the purchase of the properties was not a lawful use of Trust
Account funds. The Department is currently considering the most
appropriate course of action to be taken in the circumstances.

2.86 Audit concluded that the funding difficulties arose
from the failure of the Department of Territories to record Stage
1 approvals as legal commitments and to serious deficiencies
firstly, in records maintained by both the Housing and the
Finance and Supply Branches and secondly, in procedures followed
by both Branches in funding reguisitions and in making payments
to applicants for loans.

Departmental Response

2.87 The Department has now instituted amended procedures
and practices in order to eliminate any future problems with
over-commitment of funds. The measures taken include:

. the introduction of new reporting mechanisms on a
weekly and monthly basis;

. procedures for control of commitments;

. availability of detailed commitment information for
estimating purposes; and

. daily, weekly and monthiy monitoring of funds in
the Housing Trust Account.

2.88 Further, ' the Department has implemented a range of
measures to improve the financial and administrative procedures
and staffing arrangements of Housing Branch. These amended
procedures and arrangements implemeht many of the recommendations
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of the joint review of the Scheme by the Public Service Board and
the Department, conducted during September 1984, and of the
Fisher review, conducted during the first half of 1985, The
Steering Copmittee for Housing loans is continuing to meet on a
{eqular bqs;s to implement the longer term recommendations of the
joint review report and will continue to do so until all items
are satisfactorily completed.

Conclusion

2.89 The Committee notes Audit's comment that these amended
systems and procedures should eliminate future problems. However
the Committee will continue to monitor the Department's operation
of the Scheme and subject the matter to further review.

DEPARTMENT OF VETERANS' AFFAIRS
National Computer Centre

2,90 The Department ‘of Veterans' Affairs relies heavily on
ADP systems to maintain its day to day operations. Processing is
centralised at a National Computer Centre located in Sydney and
payments through the Centre in respect of Repatriation pensions
and allowances in 1983-84 totalled $2024 million. An audit of the
Centre was undertaken towards the end of 1984 with the objective
of evaluating the adequacy of physical security and the
effectiveness of controls over operations.

2,91 The audit disclosed major unsatisfactory aspects, viz:
- poor physical security and security procedures;
. unsatisfactory fire precautions;
. poor security of information;

. major deficiencies in operational procedures and
security; and

. computer software change control procedures for
appl;cations and system software changes were
considered inadequate, as was control over file
changes.

Departmental Response

2,92 The Department advised that action has commenced to
upgrade and relocate the Department’'s central computer facility,
The security upgrade was commenced and the reorganisation of
management staff was completed,

Conclusion

2.93 A segtioqal~committee of the Public Accounts Committee
has.held a mejor inquiry into a major acquisition of computing
equipment for the Department of Veterans' Affairs and will be
reporting separately (Report 249).
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Pension Overpayment and Other Debtors

2.94 The September 1984 Auditor-General's Report referred to
an audit carried out at offices of the Department to assess the
reliability and effectiveness of departmental procedures for
control and recovery of overpayments and other debts due to the
Department, and to establish whether the procedures being
followed complied with the relevant legislation and instructions.

2,95 In October 1984 Audit sought further advice from the
Department relating to dual payments of pensions and debt
recovery measures. In the April 1985 Report Audit expressed its
concern that the role of Central Office in monitoring standards
of debtor control in the Branch Offices had still not been
expanded, a control group to provide monitoring and more
effective participation had not been established and 1little had
been done to review existing practices and procedures.

Departmental Response

2.96 The results of a computer matching exercise completed
in 1984 showed only 7 cases (totalling $35,834) of dual payment
of social security pensions and benefits with disability and
service pensions.

2,97 Further the Department has now established a 'Pension
Control Group' and the backlog of Branch Office waiver and write
off submissions has been eliminated. The Department advises that
it has commenced a review of all aspects of pension overpayments
procedures addressing cause, corrective neasures, revision of
procedures and General Orders, and recovery, write off or waiver
of debts.

Conclusion

2,98 The Committee notes that the incidence of dual payments
is. no longer a significant problem, given that a review of other
debt recovery procedures has also been carried out
Recommendations on proposed changes are to be submitted shortly
to the Repatriation Commission and the Committee notes that the
Department's actions may redress the deficiencies noted by the
Auditor-General.

AUSSAT PTY LTD
Overdrawn Bank Accounts

2,99 Aussat Pty Ltd is a company limited by shares whose
primary objective is to carry on the business, in accordance with
sound commercial principles, of providing a telecommunications
system for Australia by the use of space satellites, and of
providing space satellite facilities for use in
telecommunications systems for neigbouring regions.
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2,100 Clause 3(3)j of the Company's Memorandum of Association

provides that the Company may borrow money subject to the

Treasurer's approval. However during 1983-84 the Company had
~overdrawings on several occasions, amounting to a maximum level
~of $503 944 without the Treasurer's approval.

Conclusion

2,101 The Committee notes that approval has now been sought
and obtained from the Treasurer for an overnight accommodation
facility of A$1lOmillion.

AUSTRALIAN NATIONAL AIRLINES COMMISSION
Freight Revenue

2.102 The Australian National Airlines Commission, which
trades as Trans Australia Airlines, underwent an audit of its
accounts and records for the year ended 30 June 1984. The most
siginificant aspect was Audit's comment in relation to freight
revenue and the lack of independent checks by the Commission to
ensure that all freight revenue had been brought to account. The
Commission had investigated an improved cargo accounting system
based on a computerised application but had concluded that, the
weaknesses inherent in the existing systems notwithstanding, the
cost of tightening control in 1line with overseas methods was
prohibitive and@ would outweigh any benefits that might be
achieved.

Conclusion

2.103 Further advice from Audit indicates that the control
system employed by the Commission in the freight revenue system
equates with transport industry standards. An examination of the
freight revenue system undertaken during the 1984-85 interim
audit had not disclosed any instances of lost revenue for cargo
and Audit bas advised that their Office now considered the
Commission's practices concerning freight revenue to be
appropriate.

AUSTRALIAN NATIONAL GALLERY
Financial Records and Transactions

2.104 The records and transactions of the Australian National
Gallery for the year ended 30 June 1984 were audited. Weaknesses
were noted in accounting and control procedures, salaries and
personnel administration and local purchases. Several
unsatisfactory matters in relation to the Entombed Warriors
Exbibition were noted, as were several unsatisfactory aspects of
the development and maintenance of the National Collection.
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Conclusion

2.105 The Senate Standing Committee on Education and the Arts
has held a public inquiry into the matters referred to in the
Auditor-General's Report. It is expected that that Committee will
report.

AUSTRALIAN NATIONAL UNIVERSITY
Financial Records and Transactions

2,106 The accounts and records of financial transactions of
the University for the year ended 31 December 1983 were inspected
and audited. Several areas were noted by Audit as having serious
deficiencies, These included problems with operating procedures,
programmes and staffing of the internal audit unit, the lack of
formal policies, procedures and standards in the Computer centre,
accounting and control deficiencies in the investments area,
problems with the administration of restricted purchase funds and
deficiencies in banking operations.

2,107 In addition Audit pointed out that serious deficiencies
existed in the supporting documentation for the University's 1983
draft fipancial statements, both in their original form and in
the revised draft submitted some months later. Audit was
concerned that, in some respects, the University's accounting
practices were at variance with those prescribed in the
Guidelines on the Form and Standard of Financial Statements of
Commggggalth Undertakings, issued by the Minister for Finance in
May .

University Response

2.108 The University advised that resources have now been
devoted to the areas of accounting, systems design and data
processing and internal audit. The University recognises that
further resources may have to be committed to overcome past
neglect until a satisfactory level of service and performance can
be maintained.

2,109 A major reform is the attention senior management is
now directing to the matters raised by Audit. This is evidenced
by the strengthening of the terms of reference of the University
Council's Finance Committee, the formation of an audit committee
and the appointment of officers to a number of senior positions.

Conclusion

2,110 The Committee notes that the University has
significaptly reformed its financial administration and that this
reform process 1is continuing. The University has reacted
responsibly to  Audit's reommendations, particularly with
reference to the inadeqgacies of its financial statements and the
Committee anticipates continued improvement in the University's
financial administration.
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AUSTRALIAN SHIPPING COMMISSION

Capital Equipment

2,111 The Australian Shipping Commission was established by
the i 1956, The principal
functions of the Commission are to establish, maintain and
operate, or to provide for the establishment, maintenance and
operation of shipping services for the carriage of passengers and
goods.

2,112 The Commission's annual report for the year ended 30
June 1984 included financial statements incorporating the
accounts of the Commission and its subsidiaries for that year and
the audit report thereon. The Auditor-General noted that the
report included reference to the erosion of the Commission's
capital base. This was largely attributed to a change in the
accounting treatment for assets under lease and the retrospective
adjustment to depreciation of vessels resulting from a
reassessment of their service lives.

2.113° The Auditor-General also noted that reference is made
in the notes forming part of the financial statements of
proceedings against the Commission regarding alleged breaches of
Customs regulations related to the importation of second hand
equipment.

Commission's Response

2,114 The Commission stated that, having regard to the
principles set out in Australian Accounting Standard 17, it had
adopted the method for accounting for assets under lease that is
required by that standard from 1 July 1983. The net effect was an
increazse in the Commission's loss.

2.115 It was further stated by the Commission that the form
of the Financial Statements of the Commission requires the
approval of the Minister for Finance and that this had been
obtained. A copy of the Minister's letter together with copies of
the form of Financial Statements was attached to the submission.

2,116 With respect to retrospective adjustment of
depreciation of vessels, the Commission stated that this had been
necessary in order to return depreciation policy to the original
16 year write-off and thereby correct the error made in 1877 that
modified the original policy from a 16 to a 20 year write-off.

2,117 The Commission's submission indicated that the court
proceedings relating to alleged breaches of Customs regulations
is still waiting to be heard. This situation remains unchanged at
the time of writing this report.

Conclusion

2,118 The Committee is satisfied that the Australian Shipping
Commission has responded adequately to the matters raised by the
Auditor-General.
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The policy and objectives relevant to the subject of this
submission relate to the Commonwealth's major commitment
under the Children's Services Program {(CSP) to the effective
provision of children's services throughout Australia. The
Commonwealth has three major priorities in the day care
area, which is the major focus of the CsP:

(a) maintenance of the viability of existing funded
services;

(b) expansion of the number of available places; and

(c) ensuring that families are able to pay the fees
for child care at funded services.

2 It was in the context of priority (a) above that the
then Minister for Social Security in June 1983 approved a
number of additional grants estimated at $3.4 million to
maintain the viability of certain day care centres and
family day care schemes.

BACKGROUND

3 The grants were provided to services which had been
operating since 1 Janvary 1979 or earlier, on the following
basis:

- for family day care schemes a grant of $2,000 to
replace equipment much of which is consumable or
usable for only a limited period.

- a grant of $200 per child place to day care
centres in consideration that centres in most need
or in need of additional and replacement equipment
were those that had been in operation for more
than 4 years.

Grants had not previously been made to services for this
purpose.
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compli {th legislati

The department advised the Minister in June 1983 that
gectiog 9 og the Child Care Act 1872 provides for the pgior
approval by the Minister of equipment_to be.purchased with a
grant made under the Act. On the basis of its knowledgg of
equipment needed by services an equipment list was provided
for, and approved by, the Minister. The department
considered that the requirements of the Act had been
satisfied by this procedure. On 7 Septgmber 1983 the
Minister approved an amendment to the list of equipment
which he had approved on 9 June 1983,

audit review of the Office of Child Care was .
3nder€:ken in July/August 1983 with a formal exit interview
being held on 15 December 1983 at which thg Auditor
General's Office formally raised the question of legality of
payments. At that time the department considered that it had
acted in accord with the spirit of the Act. However, a
legal advising was sought, and obtained from the Attorney-
General‘s Department on 13 February 1984.

6 The question of legality of the payments arises from
Division 2 of Part II of the Act which provides

'8. In this Division, unless the contrary intention appears

"approved equipment” means equipment approved
under the next succeeding section; ™the
cost”, in relation to the purchase by an
eligible organistion of approved equipment,
means. the sum of the amount that the Minister
is satisfied is the cost of purchas@ng the
equipment and such amount (if any) in respect
of altering, adding to or installing the
equipment as the Minister determines.

9. Where -

(a) an eligible organisation proposes
to purchase equipment; and

(b} the Minister is satisfied that the
equipment is to be used for the purposes
of a child care centre,

the Minister may, in his discretion, approve

that equipment for the purposes of this
Division.
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10. the Minister may, in his discretion,

on behalf of the Commonwealth, make a grant
to an eligible organisation of an amount not
exceeding the cost of the purchase by the
organisation of approved equipment,"

7 In short, the advice from the Attorney-General's
Department is that the procedures used in the making of the
grants did not accord with ss-9 and 10 of the Act, in that
the organisations had not all formally submitted a proposal
to purchase equipment.

8 Whilst the department acknowledges this position, the
question of policy for grants for replacement equipment had
been a matter under consideration for some time as a
consequence of views advanced by organisations that they
needed assistance for this purpose,

9 It should also be noted that the Report refers to 426
organisations receiving grants totalling $3.4 million. Of
these, a significant proportion were for organisations
funded outside the Act and for which the provisions of the
legislation are therefore not relevant. There is no
question about the Minister's authority to approve grants
under the general provisions of the CSP within the amounts
appropriated by Parliament for this purpose,

acguittance of grants

10 The Department acknowledges that a more satigsfactory
control over Commonwealth expenditure would have been
provided by specifying in 1983 a time 1imit for acquittance
of the replacement equipment grants.

11  when the Auditor-General's office conducted its follow
up investigation of State Offices of the theén Department of
Social Security in the period June-December 1984, 113 (27%)
of the special equipment grants had been acquitted. A memo
was sent to all State/Territory offices in January 1985
requesting that every effort be made to obtain all
outstanding acquittances by the end of March, with a report
to be provided to Central Office by late April 1985,
Instructions were also issued in relation to tightening the
controls over the receipt of acquittances for all csp
grants. This requires organisations to acquit equipment
grants within 3 months of their receipt. A further 178
acquittances had Been finaliged by the end of May, bringing
the total to 291 (68%).



-4 -

12 State Offices of the Department of Community Services
are continuing to pursue outstanding acquittances, In three
States all the replacement equipment grants have now been
acquitted. Less than 20, (4%) of all grants have not been
fully spent, and recovery of the unexpended portions is
being negotiated by the State Offices concerned. In four
cases refunds have been made totalling less than $1,000. 1In
view of the small number of organisations with unspent grant
monies and progress to date, it is considered inappropriate
at this stage to initiate enforced recovery by the
withholding of recurrent funding.

13 As indicated in the Report, the Department's view is
that withholding recurrent funding to recover grant monies
approved by the Minister and expended by organisations in
good faith would create financial difficulties and in some
cases jeopardise their viability. The waiver provisions of
section 70C of the Audit Act will be considered when final
details of grant expenditure are available.

14 The Report acknowledges the Department's undertaking
to avoid any uncertainty in fyture by ensuring that all
proposals to fund equipment f£or centres are processed in
accordance with the procedural provisions of the Child Care
Act.

15 The subsequent introduction in July of revised fee
relief arrangements for day care centres and family day care
schemes, which constitute the bulk of grants under the
Program, resulted in standard instructions being issued to
organisations in relation to acounting for day care grants.,
To some extent the widely varying basis of grants under the
Program had led to different accounting standards; different
requirements had also been necessary for organisations
subject to audit by State Auditors-General.

N i5 of G e

16 In 1982-83, information had been received from State
Offices that many organisations had expressed concern at the
lack of provision for replacement equipment grants,
particularly as most services had limited financial
resources to meet replacement costs. This situation had
caused hardship to many centres (some of which had been
operating for up to 9-10 years), and the need to make
provision for replacement equipment in operating budgets had
led to increased fees with the likelihood that the cost of
care would be beyond the reach of some parents. Lack of
appropriate equipment could also jeopardise the renewal of a
service's licence.
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17 In order to overcome these problems the department's
policy on future replacement equipment grants was also
modified from 1 July 1984, Day care centres are now
permitted to include in their annual budgets provision for
the replacement and repair of equipment. Family day care
schemes are also permitted to accrue surplus funds which can
be applied to the repair and replacement of equipment. With
sound management accounting practices in organisations the
circumstances which existed prior to June 1983, when.
sponsors were largely unable to replace equipment, should
not arise again.

18 The Auditor-General's report comments that his Office
considers that a standard list of acceptable equipment which
can attract Commonwealth grants should be as firm as
possible, commensurate with the level of funding provided
for eligible organisations and State licensing requirements.

19 Control of expenditure on equipment for new child care
centres is influenced by several factors. State Government
licensing authorities determine the minimum standards in
quantity, type and guality of equipment. The minimum
licensing requirements vary between States and vary within
States as a consequence of the age range of children
attending the service, The Commonwealth contribution
towards equipment costs in 1983 had remained at $200 per
child place since 1972 and provided an effective control on
Commonwealth expenditure since it was not sufficient to meet
the minimum standards imposed by the States.

20 The main categories of equipment can be broadly
classified as, indoor play equipment for 0-3 year olds,
indoor play equipment for 3-5 year olds, general indoor
equipment, teaching aids, outdoor play equipment, sleeping
and eating equipment, equipment required for baby care,
toilet equipment, laundry equipment, cleaning equipment,
isolation room equipment, health requirements, eating and
food preparation, office, staff, reception and general
equipment.

21 There is a very substantial variation in the type,
quality and cost of equipment under these various
categories. BAny attempt to control the detail (eg. the
type of soft toys for babies) would duplicate State
licencing activities, eliminate choice from sponsors and
lead to excessive costs of administration in a situation
where the Commonwealth controls its overall liability by an
upper limit of grant,
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22  Nevertheless, the department considers that it is
possible to develop, without being absolutely prescriptive,
a national list of classes of eguipment which will be
eligible for Commonwealth funding, Work is proceeding on
this matter.

23 The Social Security and Repatriation Legislation
Amendment Bill 1985, Part IV, proposes (in part) to amend

the Child Care Act 1972, Sections 8, 9, 10 and 21. The
proposed amendment would enable -departmental -administration,
in respect of grants for equipment to be revised. The
matters raised by the Auditor-General's Department would be- .
considered during the course of the design of the revised
procedures., - - L .

24 In _summary., the Department has acknowledged the views
submitted by Audit, and considers the action taken and
proposed as a result of those comments will-result in a
general tightening up of procedures and controls in relation
to acquittance of grants to organisations funded under the
Children's Services Program. '

June 1985

36.

' SUPPLEMENTARY SUBMISSION
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REPORT OF THE AUDITOR-GENERAL; APRIL 1985
CHILDREN'S SERVIGES PROGRAM * .

YOUR 1985/1 ‘OF 26 AUGUST 1985

The following information is provided in response to your
request of 26 August 1985, Reésponses provided below are in the
same order as the 11 questions: you have raised,

1. Apart from the usual Children's Services Program
application forms, there was no formal procedure for
applications for replacement equipment grants. The Children's
Services Program had been in opération for approximately 11
years at the time the equipment grant$ Were approved in June
1983, The department thrbéugh its regular contact with
organisations knew that a need existed for assistance towards
replacement equipment. The development of policy and
procedures for replacement equipment grants had been under
consideration for a considerable period, but had not been
finalised. 1In this situation, formal applications had not been
lodged by organisations. However, it was evident that
organisations which were approved for funding in the years
1972 to 1979 would have equipment that, through normal wear and
tear, was in need of replacement. There had been enquiries
from funded organisations, and from State Offices, about
financial assistance for such replacements. When this pressure
was mounting and it became evident that funds would be
available in 1982/83 for this purpose, a decision was made to
provide the replacement equipment grants.

2. The Children's Services Program was administered by several
departments prior to its transfer to the Department of Social
Security in 1976, Following that transfer, a standard
application form was introduced which covers both recurrent and
capital applications for funding. The latter category

includes equipment grants as part of an Organisation's initial
application for funding, although as indicated previously,
there was no provision at that time for replacement equipment
grants for existing services. Organisations are given guidance
by State licensing authorities as to the type of equipment they
should install to meet State Government licencing

requirements.
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3. Slightly more than f£ifty percent of the grants approved
were for organisations funded outside of the Act. These
organisations were mainly Family Day Care Schemes and Outside
School Hours Care services, which do not qualify for funding
under the Child Care Act for the reasons mentioned in para 4
below.

4. Para 9 of this Department's submission referred to a
significant proportion of the subject grants being made 'for
organisations funded outside the Act and for which the
provisions of the legislation are therefore not relevant.

The Child Care Act provides authority to fund Organisations
directly for services for pre-school age children other than
for care in the child*s or ancother person's home [Section
4(1)]. Authority to approve equipment under the Act is limited
to equipment that is to be used for the purposes of a child
care centre funded under the Act - Sections 9-10.

The Children's Services Progfam funds:

(a) centres covered by the Child Care Act; and

(b) a range of services which do not qualify under that Act,
eg. Family Day Care schemes which provide care in private
homes and Qutside School Hours Care services. The
authority for funding such services has its base in the
annual Appropriation Acts and Ministerial authority to
approve funding within those Appropriations. Such services
are not therefore subject to the provisions of the Child
Care Act. It is practice however, for such services to
submit a list of equipment for consideration by the
Minister prior to Mimisterial approval, although this was
not done for the subject grants for the reasons outlined im
para 4 of our earlier submission, and

services funded through payments to the State Governments.

(c

5, This information is covered in para 3. In total, 474
organizations received grants, of which 252 were funded outside
the Act. The bulk of the services to which these grants were
provided are Family day care schemes. A number were funded
through payments made to State Government;. these payments are
automatically outside the Act, which provides for payments
direct to local government or community group Sponsots.

6. Instructions to tighten controls over the receipt of
acquittances for all CSP grants were issued to all
State/Territory offices of the Department in January 1985.
Those instructions were intended to apply frqm the gate of
their receipt in State offices. Since the issue of those
instructions in January 1985, it has become apparent that a
three month time limit for receipt of acquittals for equipment
grants may not be appropriate. Inm country areas in particular,
where the equipment must be obtained from cities or large
provincial centres, it is not always possible for equipment to
be ordered, delivered and invoices produced within 3 months,
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In all locations, organisations require some time to canvas
equipment suppliers to ensure that they purchase equipment at
the most competitive price, then submit invoices, arrange
delivery and payment, and provide final documentation to the
Department. In the case of Family Day Care Schemes it is |
usually several months before service providers have a clear
picture of the age patterns of children using their service.

It is clearly impractical with such service types to require
the purchase of all equipment and acquittal within 3 months.

It is intended to review the three month time limit to enable a
realistic time for ordering/supply and production of necessary
accounting documents to verify purchase/receipt of the
equipment, consistent with the general requirement of obtaining
acquittals as soon as possible.

7. Latest advice regarding acquittal action is that a small
number*of grants may not be fully acquitted until January 1986.
A report covering the final outcome of acquittal action will be
provided once all organisations have responded to Departmental
requests for acquittal documents. Any action taken or proposed
to be taken under section 70C of the Audit Act will be advised
in that report. No action has been taken at this stage in
relation to the waiver provisions of the Audit Act.

8. A copy of the standard instructions for day care centres
and family day care schemes is attached (Attachment A). These
instructions have operated since July 1984, and were referred
to in our earlier submission to indicate that provision for the
replacement of equipment is now an eligible item for inclusion
in a service's budget. These budgets are used to determine the
fee levels to be charged to service users. (Page 28, Item 11.3
refers.)

9. Current estimates of the total equipment cost per child
place vary from $375 to $480, excluding white goods such as
stoves, refrigerators etc, Actual costs vary from State to
State depending on State Departments' licencing requirements.
Within States costs vary depending on the type of service, age
mix of children using that service etc. A typical list of
equipment for a 36 place centre showing estimated costs is
attached, (Attachment B).

10. The list of classes of equipment being developed by this
office is scheduled for completion by the end of October 1985.
A copy of that list will be provided to the Committee at that
time,

11. The Child Care Act was amended on 5 September 1985. A copy
of the Bill, an unofficial reprint of the Act and a paper
outlining the key features of the amendments are all at
Attachment C.

* 10%
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The attachments to this submission have not been

included in the report, but are held on Committee

files,
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JOINT COMMITTEE OF PUBLIC ACCOUNTS

INQUIRY INTQ THE AUDITOR-GENERAL'S REPORT, APRIL 1985

SUBMISSION ON PAVE TACK TARGET DESIGNATION SYSTEM BY

THE DEPARTMENT OF DEFENCE

INTRODUCTION

1. Proﬁect Air 65 was vraised to satisfy a RAAF
requirement +to improve the operational effectiveness and
weapons delivery capability of the F111C aircraft. In December
1980, the Government approved the acquisition of the Pave
Tack/Guided Weapons System (PT/GWS) covering the acquisition of
ten Pave Tack pods, prototype development of integrating
avionic components, modification of one deployed Fl11lC aircraft
in the US to a PY/GWS configuration, necessary hardware to
modify 15 additional aircraft in Australia, and acquiring
support equipment, training, spares and technical data to
support the aircraft in service. Subsequently, in February
1981, the Government approved the acquisition of four attrition
F111A aircraft and the hardware to also modify them to a PT/GWS
configuration. v

2. The Pave Tack system provides an expanded and improved
weapon delivery and navigation capability for the FlllicC
aircraft, derived <£rom an infra-red sensor and laser
range-finder/target designator contained in the Pave Tack pod.

The infra-red sensor allows detection and tracking of targets
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by day and night and under relatively adverse weather
conditions by providing the infra-red image on a television-
type display in the cockpit. The laser range-finder/designator
allows designation of targets from stand-off ranges for
precision delivery of laser guided weapons and provides
accurate slant range information for improved conventional
weapon delivery and for accurate aireraft posiﬁioning. In
addition to the Pave Tack System, Project Air 65 provides a
capability to employ Harpoon weapons and the basic provisions
to later employ the GBU-15 2000 1b guided glide bomb system

when that is acquired under a separate project.

3. The Pave Tack pod is 4.l4m long, O.5lm diameter,
weighs 575kg and is installed in the bomb bay of Fll1C aircraft
on a cradle which can rotate 180 degrees about its longitudinal
axis, thereby allowing the pod to be retracted into the bomb
bay when not required. The Pave Tack system and Harpoon system
are controlled by digital electronics, whilst the F1llC
aircraft is based on analogue electronics, which is older
technology. To permit these digital electronic weapons systems
to function on the analogue Flllc, it was necessary to design
and integrate two unique interface units, an Analogue Interface

Unit (AIU) and a Harpoon Interface Unit (HIU).
a. The AIU converts analogue aircraft .data, such as

airspeed, altitude and attitude, to serial-digital

data for the Pave Tack pod and HIU, and vica versa.
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b. the HIU accepts serial-digital data from the AIU and
re~-formats. it for acceptance by a dedicated Harpoon

computer on board the aircraft, and vica versa.

4. Cabinet approved Project Air 65 at an estimated cost
of $Al29m in November 1980 prices. In approving the
acquisition of the four attrition F11lA aircraft, Cabinet
approved a further $A4m in January 1981 prices for hardware to
modify those aircraft to accept the PT/GWS. The Minister for
Defence in June 1981 approved a further increase in the
project's cost to $Al46.lm in May 1981 prices, and again in
August 1983 to $Al61.69m in April 1983 prices. These increases
were solely due to changes in  economic conditions.
Notwithstanding recent changes in economic conditions, the
Department is confident the project can be contained within

existing approval of $Al6l1.,69m.

5. Project Air 65 acquisitions are being realised
primarily through Foreign Military Sales (FMS) cases arranged
between the US and Australian Governments. The FMS cases are
being managed by the US Air Force (USAF) through their
Aeronautical Systems Division (ASD) at Wright Patterson Air
Force Base, Dayton Chio. From late 198l until late 1984, four
RAARF Officers were positioned in ASD for the purposes of
project management, as well as airworthiness, operational and
engineering design approval activities associated with the
project. The RAAF resident project team comprised the Resident
Project Manager/Deputy FMS Case Director, Aircraft Systems

Support Engineer, Avionics Engineer and Operational
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Requirements Flight Test Director, all of whom Feparted jointly
to the USAF FMS Case Director at ASD and the -Department. of
Defence (Air Force Office) in Canberra. Overall Cammonwgalth

Project management resides with the Chief of .Air Force . Mateniel

in Canberra.

6. The RAAF F111C aircraft in the US has been modified
with the PT/GWS and is currently undergoing flight testing over
US instrumented weapons ranges. The fixst F111C to he modified
in Australia with the PT/GWS is approximately - 50 percent
complete at Amberley and the second aircraft entered the
modification programme on 1 June. 1985. The modification

programme is scheduled for completion in December 1987.

TOPICS RAISED BY THE AUDITOR GENERAL

7. The Auditor General commented on -several aspects of
the management and control of the Pave Pack. project; the full
Audit report by topics, and the Defence. response now tendered,

are contained in the following paragraphs.

CONTRACTUAL ARRANGEMENTS

Audit Findings .

8. (Audit recognises +that Pave Tack .48 mot a discrete

system and there 1s a complex interagtion between . the
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individual elements and the existing aircraft avionics that may
Have''limited the ability of the suppliers to guarantee total
systemd performance. Nevertheless RAudit oconcluded that the
cont¥dctual arrangements could thave provided a greater
agsurance that the system would perform accurately when
contractual obligations were finalised. Among other things it

was noted that:

a. the main supplier was engaged as an associate
contractor rather than as a prime contractor and
consequently was not responsible for the total

integration and operational performance of the system

b. contract documents specify only design and weapons
delivery accuracy goals and do not impose a
requirement on the main contractor to ensure overall

system performance

N during the performance evaluation phase which is
designed to test the accuracy of weapons delivery, the
main contractor is required to provide support only,

and

d. the true performance of the Pave Tack system will not
be known until evaluation in Australia by which time

contractual obligations will have been finalised.

9 . Defence advised that if the main supplier had been

endgaged as a prime contractor, RAAF mnight have obtained
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performance guarantees. However, this would have required
other contractors to become sub-contractors to +the main
supplier; a situation that these contractors were reluctant to
accept. Moreover, RAAF estimated that additional charges in
the region of $6 million would have been sought by the main
supplier as recompense for the greater management effort
required of it as prime contractor, in Defence'’s view the
order of additional cost indicated that pursuit of performance
guarantees was not warranted and the option was not put to

Government.

Audit comment

10. Audit noted that the USAF strongly recommended that
the RAAF adopt prime rather than associate contractor
relationship for the Pave Tack program because, in USAF's
experience, disputes which had affected equipment performance
had been difficult to arbitrate under associate contractor

arrangements.

i1, Although Defence assessed the technical risk
associated with the project as low the cost risk was regarded
as high. Engagement of the main supplier as prime contractor
would have increased overall cost of the project by about 5%
($6m) but Audit considers that, in the absence of guarantees
regarding final operational performance and weapons delivery
accuracy, this option should have been canvassed in the

Department's submission to Government seeking approval for the

project.
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Defence Responde
12. As recognised by Audit, Pave Tack is not a discrete

system whose performance is measurable as an entity. There is
a complex interaction between the new equipment, the existing
equipment in the aireraft, the weapons, and finally the
aircrew. Whilist each of the mechanical/electronic devices has
a measurable accuracy as a discrete assembly, and therefore a
total system accuracy can be computed by summating all the
individual ‘tolerances, the ‘accuracy' of the ajrcrew in
interpreting and acting on information displayed to them by the
system is not measurable in the same terms. Furthermore, the
aceuracy and repeatability of mechanical/electronic devices is
dependant on the level of serviceability of each component.
For a contractor to guarantee total system performance to the
degree where that performance is usable, he must have control
over the performance of the individual elements that make up
that system. In the case of the main Supplier, General
Dynamics Fort Worth Division (GD/FWD), the Company would have
no control over the performance of the existing F111C systems

or the aircrew.

13. As Audit noted, the Department advised that the RAAF
might have obtained performance guarantees if GD/FWD had been
made a prime contractor. However, as also noted, the
additional cost of about §6 million was only to recompense
GD/FWD for the greater management effort required of it as
prime contractor; extra funding in addition to the $6 million

would have been necessary to obtain a performance guarantee.
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The Department perceived that a perfomapce guarantee would
require greater management effort again to that required for
just a change from associate to prime contractor, and decided
that the additional funding that may have been required was not
commensurate with any benefits that might accrue. By
specifying design and weapon delivery accuracy goals under an
associate contractor agreement, the RAAF was able to establish
realistic benchmarks which USAF experience had indicated the
gsystem should be able to achieve. GD/FWD has strenuously
pursued those goals and initial results indicate they have been
successful. The real measure of weapon delivery accuracy can
be determined only by launching a representative number of
weapons to develop a statistical base. Therefore, the true
performance of the Pave Tack system in RAAF service will take
some years to determine due to the limited number of

operational weapens available for training and testing in any

one year.

14. In summary, the Department's decision to use an
associate contractor arrangement for Pave Tack has been
justified on the performance results to date and at least §$6
million has been saved. Canvassing an option to Government
which involved added cost without an assurance of an
accompanying performance benefit was considered by the

Department to be inappropriate.
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ANALOGUE INTERFACE UNIT (AIU}

Audit Findings

15. The project requires that an AIU be developed by the

main supplier to enable integration of the digital technology
in the Pave Tack system with the analogue systems in the Fl1l1
aircraft. The audit disclosed that in March 1984 reservations
were held whether the revised completion date of December 1987
would be maintained because of problems being experienced by
the main supplier in relation to the development and
integration of the AIU. These problems concerned possible
degradation of performance as a result of computer software
limitations, especially the growth capacity of the AIU, and
possible limitations on time available +to fully test

integration of the AILU with other F11l systems and equipment..

16, Concern was expressed by both the RAAF and USAF that
there was insufficient growth capacity in the AIU to make
software changes that were usually necessary as a result of
flight evaluation. In addition it was feared that this
limitation would ‘ﬁreclude the inclusion of a future capability
for the delivery of infra-red guided weapons. The Department
advised that an assurance had been received from the main
supplier that the most recent computer software implemented in
the system overcame Air Force concerns and left a growth
capacity for software in the AIU of 30 to 40%. The RAAF was to
verify whether this had been achieved during the Functional

Vertification Phase.
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Audit comment
17. At the time of the audit the Functional Verification

Phage had not been completed and Audit was unable to establish
whether residual growth capacity had beer achieved. Audit is
concerned that AIU growth capacity was not a contractual
requirement and that this may limit realisation of the full
capability of the system particularly in terms of future

development,

Defence Response

18. As stated earlier, use of the Pavetack system on the
F111C aircraft required a means of translating analogue data to
digital form and vice versa to enable the digital Pavetack pod
to operate with an analogue based aircraft. This requirement
is unique to the RAAF Fl11C as the USAF Fl11lF aircraft, used

£or US Pavetack operations, has a digital avionics system.

19. This data translation requirement was to be met by the
development of the AIU as part of the design concept. At the
initial design phase it was possible only to estimate the
required functions of the AIU. From that point onwards, as
additional information became available, and existing data was
further refined, the AIU design went through a number of
iterations. AIU design requirements were becoming firm at the
time of the Audit review. The design review of the system
highlighted that most of the available memory and processing

capacity had been absorbed by the known functions to be
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performed by the AIU. However, the AIU was still in the form
of a develdpmental model. Consequently the RAARF strongly
contended that the Contractor was expected to provide adequate
growth capacity as a basic tenet of good electronic system

design.

20. Since then, the AIU development and test has been
completed and the final software has been optimized. on
completion of successful functional £light testing, memory
regserve growth was 33% and processing growth capacity ranged
between 15% and 70% spread over seven functional speed
groupings. This 1level of growth capacity appears to be

adequate.

21, The Audit expressed concern that AIU growth capacity
was not a contractual requirement. However, at the time of
drafting the developmental contract to integrate the Pavetack
system with the F1llC aircraft, the methodology to be employed
by the Contractor to meet the data translation requirement was
not clearly defined. If the Contractor had employed means
other than a microprocessor controlled system, growth would not
have been in question. When it became clear that the design of
the AIU was to be based on the use of a microprocessor, growth
capacity became an issue which was pursued both by the RAAF and

the USAF throughout the program.
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COST PENALTY -
Audit Findings
22, The audit disclosed that the original cost estijate

for the project of $129 million (at November 1980 prices),
included@ a penalty in the order of $3.9 million. Howevér, this
amount was not separately disclosed in the submiszsion seeking
Government approval prepared by the Department. Audit nhoted
that details of other cost penalties which might have been
incurred under the various options considered in the submission
were separately disclosed. Enquiries revealed that the penalty
of $3.9 million was incurred because negotiations were not
finalised before early October 1980 when the original Letter of *

Offer and Acceptance (LOA). expired.

23. The Department advised that on 1 October" 1980 only
part of the project detail was available and LOA's ware awaited
for other major elements. Accordingly it had decided hot to
seek. Government endorsement for part of the project in” tha -~

absence of information on the total project cost impkications.

Audit comment
24, Audit observed that LOA's for all major elements of
the project had not been received by December 1980 and ‘gost

uncertainty still existed when Government approval for the
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project was sought. The decision not to seek Government
approval at the earlier date resulted, therefore, in an

additional cost of $3.9 million.

Defence Reponse

25. The . Department's decision not to seek Government
approval in. September 1980 was due largely to programming
pressures cauysed by increases in the indicative cost of the New
‘factical Fighter. Consequently, the Department concluded that
any cost penalty that may be incurred because the pod LOA was

not accepted by 10 October 1980 would have to be accepted.

26.. The additional cost of $3.9 million was incurred as a
main cohtractor advised the USAF contracting agency there would
be a break in production between completion of equipment for
the USAF's Pave- Tack programme, and commencement of equipment
for the Augtralian. programme,. The- break in production claim
was disputed on the RAAF's behalf and an audit of the
contractor's records is  to- be made by the USAF. There is
therefore a possibility that the $3.9 million penalty will be

refunded in full or in part.

GBU~-15 GUIDED GLIDE BOMB

Audit Findings.

27. The integration of the Pave Tack system with the Fl1il

aircraft includes specific modifications to provide the
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facility to deliver GBU-15 bombs. Audit noted that the
proposal to purchase GBU-15 training stock had been deferred
for decision until 1985-86 and that lead time for delivery of
stocks was about 2.5 years from the order date, Current
estimates provide that the first Fill modification will be
completed by August 1985 with the last one completed in
December 1987. Should these estimates prove accurate, RAAF
will have a capability to deliver the bombs for a significant
period during which there will not be training stock
available. Audit noted that the Pave Tack system will be

tested using bombs made available from the USAF inventory.

28, The Department acknowledged the sitwation described
above and stated that the lack of training stocks was the
effect of a Defence decision based on programming pressures and

capital equipment acquisition priorities.

Defence Response

29, At the time of initial consideration, GBU-15
compatibility with the F-111C had not been demonstrated, The
Department preferred that a demonstration should occur before
seeking Government approval for the purchase of GBU-15 training
and reliability monitoring stocks. The proposed implementation
programme in September 1981 allowed six months between the
completion of the flight test in the USA and acceptance of an
LOA for stocks of GBU-155 (June 1984 and December 1984
respectively), and a further 2.5 years before delivery of the

first weapon - June 1987. This schedule recognised a six month
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gap between delivery of the first GBU~15 and the completion of
the last Australian modified F~l1l1iC Pave Tack aircraft in
December 1986. Subsequent to this schedule, the commencement
of the prototype Pave Tack aircraft modification programme was
delayed by one year because of USAF negotiation difficulties
with GD/FWD. By November 1983 the GBU~15 programme had slipped
by 1.5 years, partly because of revised assessments of the time
required to request, receive and approve an LOA, but mostly
because of a decision by Force Structure Committee to defer the
programme for one year, due to its lack of priority in view of

the immature stage of the Pave Tack project.

30. Pave Tack flight testing in +the USA is due for
completion in August 1985. The GBU-15 testing programme should
be completed by late June 1985 and Government approval for
stocks of this weapon would ordinarily be sought in August
1985, In this event, delivery of the first weapon could be
expected 3.5 years later in December 1988, one year after
modification of the last Australian F-1ll1C. This timing
achieves the Department's preference for demonstrating weapon
capability before seeking government approval for*® further
purchases. However, in March 1985 the Force Structure
Committee decided. to further defer the GBU-~15 purchase by one
year to its present timing of FY 86/87 because of programming

pressures caused by competing equipment priorities.

31. The provision of a GBU~15 capability in the F-111C was
relatively insignificant in terms of cost and effort in

comparison to the Pave Tack and Harpoon elements. fThe Pave
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Tack preject incorporates the basic provisions only to enable
later ultilization of the GBU-15 weapon system which is to be
procured as part of Project Air 58 - Precision Guided Munitions

for the Strike and Fighter Forces.

DEFENCE SCXENCE AND TECHNOLOGY ORGANIZATION (DSTO)

Audit Findings

32. Audit observed that DSTO had provided a technical
report on the project, Fl11C/Pave Tack Integration Study,
before the project had been approved. It was also noted that
although DSTO had been formally requested by RAAF to provide
assistance during the projeat, DSTO's role was limited by the
lack of opportunity for direct contact with the main supplier.
Instances were also observed where DSTO had incomplete
information with which to assess program related options. In
these circumstances Audit doubts whether full use was made of
DSTO expertise. Defence commented that both project staff and
DSTO staff now recognised that fuller use could have been made
of DSTO expertise. However, there was no mechanism which could

have improved the inf.ox:mation to DSTO.

Audit comment

33. Audit considers that in view of the cost risks
associated with the project identified in 1980, suitable
mechanisms should have been developed to enable more effective

use to be made of DSTO expertise.
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Defence Response
34. Although the Department has indicated that greater use

of DSTO may have been possible, there is still no clear
perception as to how +that might have been achieved. When
consideration was being given to DSTO involvement in the early
days of the project, the subjective judgement of project staff
was that it would have been impracticable to arrange a DSTO
presence in GD/FWD's design and development asite. That
judgement has been reinforced with the passage of time as
resident RAAF and USAF project staff have not been able to
obtain freedom of entry to that sensitive area. However,
limited access was granted to a private company participating

under an AIP agreement, as discussed in the next topic.

35. Considerable doubt still exists as to whether DSTO
expertise could have had any significant influence on GD/FWD's
solution to the design requirements or the technology and
methodology finally employed. In addition, GD/FWD had accepted
a very stringent and tight program schedule which prevented the
opportunities for a third party to monitor and review the
developmental activities in a timely manner without impacting

that schedule.

36. In retrospect, the Department feels that the
judgements reached earlier in the Pavetack project with regard

to DSTO involvement have been vindicated.
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AUSTRALIAN INDUSTRY PARTICIPATION (AIP)

Audit Findings

37. In its response to Audit representations the
Department advised that the Pave Tack project had included AIP
activity involving transfer of technology to Australian
industry which, in co-operation with DSTO, would enable support

for the Pave Tack system during its operational life.

38. Audit's examination disclosed that Australian
engineers did participate with the main supplier in the
development of the system but that additional costs were
incurred to ensure this participation. Although Defence sought
AIP equivalent to 30% of the value of the contract price the
overall level of achievement was low. The value of the AIP
achieved through the participation of Australian engineers with
the main supplier represented a very small proportion of the

total commitment.

Defence Response

39. A high level of achievement of AIP was difficult for a
system which was developed for the USAF and which essentially

was an extension of the USAF production line for the RAAF. The

AIP which was achieved related only to development of the

interface systems elements that were not common to the USAF.
However, British Aerospace Australia's (BAeA) involvement with

the project has led to some tangible benefits.
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40. BheA engineers who participated in the limited Pave
Tack developments at GD/FWD have since utilised their skills to
the benefit of the RAAF. The engineers acted as specialist
systems advisors during both phases of the prototype test
flying program in the USA and are presently assisting with the
installation of Pave Tack systems at Amberley. Once these
on-gite activities are complete at Amberley, the engineers wiil
provide the basis for BAeA follow-on support for the Pave Tack
system. A BAeA engineer also assisted the DSTO study of the

AIU and HIU operation and developed the AIU operational manual.

4l. As a result of the AIP activities, BAeA is now in a
sound position to become involved with the maintenance/
manufacture of Pave Tack support equipment. Early indications
are that AIP achievement for the acquisition of Depot Level
Maintenance support equipment will amount to 60% of the total

value, currently estimated at $AlOm.

PROGRESS REPORTS

Audit Findings

42, In August 1981 the Chief of Air Force Materiel issued
a direction that the project manager in the USA submit
quarterly written reports to the RAAF Project Office covering
various matters associated with the Pave Tack project. Audit
noted that only 5 reports were submitted during the, period from
October 1981l to December 1983 and at the time of the audit a

report had not been received covering 1984 activities.
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43, Defence stated that guarterly repoxts . were .not-
required to advise senior management of project’ progress.  but
rather to form. an historic record of ‘the. project activity.
undertaken by the overseas team. It also contended that, in
view of the limited resources avajlable, seports’ oh pEQject.
activities on a day to day basis addressing progress and
problems in a timely fashion should take precedeice over:

historical reporting. .o e . Coe e
Audit comment . - S L

44, Audit acknowledges that. communications - between
personnel in the USA and Australia on a detailed 1level  are.
adequate and allow effective daily control over the project..
However 'as senior management is: not always consulted on:day €0
day issues, regular reporting should providé an overview -£o
ensure that major issues are drawn to the attentién of wénibi
ranagement. Audit also considers that if resources are limitaed-
then the contents of the report could be tailored accordingly.
Defence Responge - . BN

45. -The . Department's: comments azre premised ‘on- the:
extensive range of regular reports received from - the:office:of:.
the Resident Project Manager .which, .although not -omnibus and-
quarterly, - provide present status of all - .significant’
activites: These. reports- include monthly financial -status:
summaries, preliminary message - .comments -~ followed W ‘by: - he’

authorised minutes of all reviews conducted with the USAP and
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contractors, - visit ©reports resulting' £from project office
discussions witlr contractors; and frequent telephone or message
contagk -ony high:: priority issues: - In addition, major program
reviews are:reagulapvly -held ‘between the Australian and the US
based:project- staffa.

46, . The . US project team, . including USAF management
representatives, has visited Australia annually since Feb 82 to
conduct formal and informal discussions with all of the Defence
agencies involved with the Pave Tack program. -Australian
project staff and senior management have also regularly visited
the US -to attend major contractual milestone reviews and to:
review -pragress. at -contractors facilities. The formal reports
stemming from these jvisits and reviews are widely distributed
within Defepce;. .-Regular, project.management reviews are also
condugted ., .by, . the Project Director in - Australia which
digseminate the.consolidated project status to all interested
BEB/AB». s ot ey o

47. All written reports received from the Resident Project
Manager are viewed by senior management to one ‘star. level.:

Collectively, the reports present all of the information which

was pected . in, mary in. the quarterly response. The.
currency, .- fxaquency and variety -of Pave Tack reports received
from -all. sources - has:-led .project .managenient to diréct- the
Resident ; :Projeéct Manager - to cease: quarterly historical
reporting. where: such .reporting: adversely impacts on the timely
prpgression of other activifies in the project.

PR IR N S 2 AP o . L e .

61



- 22 -

48, Resulting from Pave Tack reporting experience, the
Chief of Air Force Materiel mnow directs overseas staff to
provide reports at a frequency which he reserves the right to

vary.

CONCLUSION

49. Management decisions taken during this project, or any
other project, were made on the basis of information availabie
at the time and with due cognizance of the practicalities of
the situation. The Pave Tack project was unusual in many
respects and, containing a developmental component, it involved
a certain degree of risk. Nevertheless, the Department of
Defence maintains that judgements made and measures taken took
due account of the risk factor and provided appropriate
safeguarding of the Commonwealth's interest. In short, the
Department of Defence contends that the Pave Tack project has
been managed in an entirely acceptable manner and that the

objectives of the project are being achieved.

Department of Defence
Canberra
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JOINT COMMITTEE OF PUBLIC ACCOUNTS

Inquiry into the Auditor-General's report, April 1985,
relating to the Wage Pause Program _and the Adult Wage
Subsidy Program Submission by the Department of Employment
and Industrial Relations

Wage Pause Program
Introductory Comments

1.1 Essentially the Auditor-General made comments concerning
three main areas

. Financial Management .

. Administrative processes

. Targeting to the long term unemployed and disadvantaged
groups.

1.2 The principal point to note is that the issues highlighted
by the Auditor-General must be seen in the context of the
general agreement on the Program structure and
administrative framework reached between responsible
Commonwealth and State Ministers. The Government of the
day made a specific policy decision that the structure and
administrative procedures be designed to give maximum
flexibility and control to the State Governments, who were
to be responsible for Program delivery. Therefore the
guidelines and agreements on Administrative Arrangements
were modelled along the lines of a "Block Grant” arrangement
giving control of Program directions and administration to
the States, and a minimum,support and information role to
the Commonwealth.

1.3 A secondary factor contributing to some of the issue raised
by the Auditor-General were affected by the divided
responsibility at the Commonwealth administration level,
between this Department, in relation to employment aspects,
and the Department of Finance, in relation to the financial
administration of the Program funds.
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1.4 Detailed comments, relating directly to the findings of the
Auditor-General are below. Foxr information, a copy of the
guidelines and other Program documentation ig attacﬁed.

DETAILED COMMENT

Background

1.5 No comment required.

Audit Findings
Commonwealth participation in approval of projects.

1.6 The Commonwealth's role with respect to individual projects
and their approval is best detailed on page 2 of the
Administrative Guidelines for WPP, as agreed by
State/Territory and Commonwealth Ministers.

1.7 "Even though the Commonwealth will not be involved in the
scrutiny of individual projects, it does wish to obtain
informatior upon individual projects ..... to enable 'the

Commonwealth and the States to assess the overall impact
of the programs".

1.8 The degree of Commonwealth involvement beyond this was a
matter of agreement with the States/Territory. The
situation throughout Australia varied, as evidenced by our
representation on some States recommending Committees. This
extended our charter beyond that set by Ministers in the
original program framework. Guidelines consistency was to
be obtained through self-regulation by States, with the
backing of internal State/Territory verification. through
their Auditor Generals' Departments.

Victorian Procedures

1.9 1In Victoria, a total of $52.6 million was provided to the
State Government for the purposes of job creation. This
total grant was administered by two State Departments, ie.
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3

T

Department of Marnagement and Budget which was granted $32.6
million for the creation of jobs within State Government
Departments, and $20 million to the Ministry of Employment
and Training for job creation within local councils and
community organisations.

In initial discussions between the State Departments
{Management and Budget and MEAT) and the Commonwealth, it
was evident that State officials clearly intended to have
greatest say in both the design and approval of projects
funded by Federal Wage Pause Funds. An Interdepartmental
Committee of State Government officers which had existed
to consider the funding of projects under the State EIP,
was reconvened to recommend funds provided under WPP. The
only change made to this Committee was the addition of a
Commonwealth Officer from DEIR whose main role was to
comment on projects' meeting the various guidelines set for
the Wage Pause Program. This officer had no control over
the selection of projects tabled at each meeting, nox any
control or input into the final decision to fund projects,
a power which was the preserve of a State Government
Backbench Committee. Some projects were funded, others
rejected, contrary to the recommendations made by the
Interdepartmental Committee members.

Financial variations were made to projects with no
reference by the State to the Commonwealth, which was
consistent with the viewpoint that this was entirely a
matter for the responsibility of the State.

It should be noted that the provisions under the CEP require
the involvement of the Commonwvealth, jointly with the
states/Territories, in all stages of the assegsment and

approval process.

65



Queensland Procedures

1.13 with respect to the situation in Queensland it is agreed

that the role of the Regional Director; and the information
to be provided to him should have been agreed prior to
Ministerial agreement to the Program. However, the
Queensland and Commonwealth Ministers responsible at the
time agreed on the broad State Program proposal on 7 and

10 February 1983, respectively, before administrative
details could be sorted out between Departments.

Assessment of the Program

1.14 hlthough the guidelines referred to employment of the long

1.15

term unemployed "where practical"; it was not mandatory.
The actual interpretation of ‘practicality' was shared by

. sSponsors;

+ administering State Government Departments; and
. the CES.

This Department was not in a position to control who was
employed on projects. Registration with the CES was not
mandatory and employers could refuse CES referrals who were
‘considered to be unsuitable. Further, as identified at the
beginning of this response, there were two principle target
groups

- youth

=~ older unemployed AND other disadvantaged in the

labour market.

There was no minimum registration periocd required, which
meant that, where there were no applicants acceptable to
the employer from special target groups, other suitable
qualified/experienced persons could be referred and placed.
Further, the objective of achieving equal opportunity in
placements for women is a factor which works against the
achievement of a high proportion of pecple who have been
registered unemployed for 8 months or more, as women seeking
to return to the workforce, who may need special assistance
to obtain work experience, have not necessarily been
registered continuously for long periods.
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1.18

1.19

5
It is agreed that these provisions did not provide optimum
conditions for ensuring that the long term unemployed, or
other special target groups, were the main beneficiaries
of the Program. Again however, it must be stressed that
this was contrained by the guidelines agreed between the
Commonwealth and State/Territory Ministers. These
difficulties have not been built into the CEP guidelines
and it is clear that the CEP procedures have increased the
effectiveness of the targetting for the CEP. The Auditor
General mentioned (para 3 p39) the possibility of comparing
placements. on WPP projects with recipients of Unemployment
Benefit (UB) to ascertain the proportion of genuine
'unemployed' who benefited.

In our view this would not be appropriate. In the first
instance, it would be naive to assume that receipt of UB
is the only indication of 'genuine' unemployment status;
there are many reasons why persons registered unemployed
with, and actively seeking work through the CES do not
qualify for UB. These include spouse/defacto. working;
receipt of other income; receipt of another DSS pension or
benefit (eg. supporting parents wishing to return to the
workforce) and pride (some people elect to take part—time
work, not necessarily in their chosen area, rather than
"remain on the dole").

Further, the CES is not always able to identify which of
its clients are in receipt of UB. This data is not
available to this Department from Social Security files
because of confidentiality constraints, and any attempt on
the part of CES to enquire as to receipt of UB in
conjunction with provision of referrals to notified
vacancies would be construed by the public as possibly
disadvantaging the employment prospects of those who, for
reasons such as given above, are not in receipt of UB.

The issue of prior receipt of benefits is, however, covered
in the BLMR's participation survey, although it should be
noted that the purpose of including the question in the
survey was to allow the estimation of the net budget costs
of the Program, rather than to check on participants
presumed eligibility.
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Meeting of Grant. Conditions : [ T

1.2l The Auditor-General commehted that DEIR appeared td havé
no established system to monitor whether of not'grfant
conditions were met, citing in support of this assertion
two cases in South Australia, ' R D
. [ N | KRSV
+ one relating to apparent non paymeht by the 'spbnsor- of
a required sponsor contributiony &nd - L
. the other relating to -a claimed “variation’of-a -
submission from agreed guidélines". ' & et
e
1.22 As a general commerit, it should-be inderstood that, since
the Guidelines approved by-Ministérs gave £yIl - |
responsibility for administration of ‘the Program  -to the
States/Territories, the procedures-varied from Stateé to
State. However it must be said that in -all ‘States and -
Territories, the responsibility for post approval monitoring
of projects was soley the responsibility of the
administering State Departmeént. -« - Cen T

1.23 Regarding the first cited -example, in -South Australid (the
only State which formally required a spdnsor cortribution)
the levels were monitored by the ¥esponsible State ‘'
Department™s Job Creation Unit, @as part of thé riormal -
process of examining claim forms submitted by sponsb¥s “for
reimbursement for expenditure. To the best of ouxr knowledge
sponsors were required to produce evidence of -both sporasr .
and grant expenditure. Where the sponsor contr:.but:.on had.
not been met as originally estimated, dlscussions were, 'held

with sponsors to ascertain the reasons for t‘he shortfall,.
Resulting action could then range from ’

Tow
-~ ‘variation of t‘ne orxgmal grant/sponsor contribution
leveis (if warranted), to o

-~ additional payment of moneys by the sponsor.

EENTORN Tl et -
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1.24 In a large number of cases, the level of sponsor
contribution exceeded the amount ox:i_ginally egtimated, and
in the particular case cited, our advice is that the sponsor
contribution eventually repyesented 25%, as against the
minimum 20% required under SA guidelines.

1.25 The second éxample cited related to a project suhmigsion
(application) which the Auditor General indicated was at
yariance with the agreed guidelines. It is our
understanding that this relates to a construction project
in Thebartdn which, in its initial application did not meet
the required guidelines relating to labour intensity, but
which was considered to have excellent job creation
potential: Initial concerns were resolved by negotiation
with the sponsor on a reworking of the project budgeting
proposals, .and specification of certain conditions.
Following acceptande By the sponsor of thése conditions,
the project receivéd & unanimous recommendation for approval

from the Grants Committee.

1.26 In this respect, we would add that it is normal procedure
for project proposals which do not initially meet basic
guidelines, but which do have a real potential for

. employment. creation and community benefit, to be extensively
reworked :‘,n"eonsgltations_. betweeén the administering
authorities and the sponsors, and this case was no

, exception. . KR

Advances of funds
1.27'it is the view of t‘his Department that f:.nanc:.a).

management fcr the Wage Pause Program rested th’h the
Department of F:.nance.

1.28 The 1egislative base for the initiation of the Wage Pause
Program, namely ‘the 'Salaries. and Wage Pause Act: 1982' and
the 'Special Employment-Related Programs Act 1982‘ were
assented 3:0 on 23 _Dec:ember 1?82

- both Bills were submitted by the Minister for Finance
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1.29 The Department of Finance was specifically responsible for

1.30

the appropriation under the Special Employment-Related
Programs Act, namely

- arranging for disbursement of Wage Pause funds to the
States/Territories

- monitoring of expenditure by the States/Territories
on Wage Pause Program projects, at Program level {(not
project level)

- ensuring that the overall financial guidelines of the
program were adhered to by the States and Territories

- control the acquittal system of financial returns for
the program (legislative Commonwealth Accounting
requirement).

While the matter of the advances was therefore primarily
one for the Department of Finance, we offer the following
comments.

The guidelines agreed to by Commonwealth and State Ministers
on 19 January 1983 provided for funds to be disbursed to

the States in 12 equal monthly instalments ending 31
December 1983, unless otherwise determined by the Minister
for Finance in consultation with the Minister for Employment
and Industrial Relations.

Initial payments to the States and the Northern Territory
under the Program were made immediately following the 19
January 1983 Ministers' for Labour meeting so as to ensure
that State/Territory Governments could immediately implement
the program. (See details of Government intentions outlined
in the Joint Press Release of 19 Janua:y‘1983}.
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1.33 Payments to the States were suspended in July 1983 by a
decision from the Minister for Finance after consultation
with the Minister for Employment and Industrial Relations,
after consideration of the level of funds being held by the
States, and noting that the build up of approvals was less
than expected, and the iag between approvals and
commencements was greater than had been expected.

1.34 You will note that the payments systems for the CEP have
been based upon a principle of need assessed for the ensuing

months rather than one of equal instalments.

Allocation of funds to State funded programs

1.35 Following discussions between Commonwealth and Victorian
State Ministers, agreement was made:
~ to allow up to $5 million of WPP funds to be
transferred to fund existing Employment Initiative
Program projects (EIP) in Victoria

: these EIP projects were required to meet WPP
guidelines

¢ this action was to release $5 million of State
funds for the specific purpose of allowing the
Victorian Government to meet the requirement of
a 30% contribution for State sponsored projects
under the Community Employment Program.

~ for the Victorian Government to meet the estimated

$5 million needed to fund WPP projects that would run

beyond 30 June 1984, the Commonwealth approved an

additional WPP project (the Special Municipal Youth

Employment Project) to the value of $5 million.

1.36 In return, the Victorian Government agreed to meet these
commitments to WPP projects. which would continue beyond 30
June 1984, and that these commitments would be met until
30 September 1984, when all such projects would cease. This
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arrangement ensured that all Commonwealth WPP funds would
be expended 30 June 1984, This is all that was required
by the législation, which did not, and conld not, prohibit
State Government expenditure on employment in the projects
beyond 30 June 1984.

Further, the point is made that not only did the guidelines
nqt rule out funding of projects previously planned for
support under State funded programs, but expressly allows
for such inclusions under certain conditions. We refer to
the 3rd paragraph on page 3 of the Wage Pause Guidelines
where provision is made for the eligiblity of "new projects
under existing State youth employment programs" —provided
that the additionality of activities and young persons to
be assisted was clearly identified.

Evidence of Expenditure

1.38

As the Department of Finance had clear responsibility for
-financial matters this Department has no further comment
to make regarding this particular audit finding.

Ownership of Assets

1.39

1.40

Since the inception of the Program this Department took the
view that it was up to the State/Territory Administering
Departments to determine at the time of making the grants
the conditions of the grants, including the ownership of
assets purchased with program funds. The Commonwealth
reserved the option to declare at the time of project
recommendation any interest in recovering assets at the
conclusion of the project. (Relevant instructions which
were agreed with the Department of Finance were sent to
Regional Offices in October 1983.)

To date, no such interest has been so declared by any of
the Regional Officeés. In South Australia, by State
Government policy, all assets were purchased through the
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State Purchasing Authority, and were declared to be the
property of the Program, Settlement or disposal of the
assets at the close of projects is the responsibility of
the same Authority.

Audit Comment

1.41

1.42

1.43

The Auditor~-General commented that the inter-departmental
co-ordination of administrative effort was inadequate, and
indicated a need for prior agreement to and formalisation
of respective roles when joint administrative activities
are undertaken.

This Department fully supports the latter statement, but

in relation to the former observation, would wish to say
that both the Department of Finance and this Department were
involved in the initial development of guidelines and
administrative arrangements, and in the vetting of State
Programs.

While the Minister for Finance and his Department had
primary financial responsibility for the program the role
of this Department was to provide advice to the Minister,
and Department of Finance, as appropriate, on matters
relating to the employment objectives of the Program. Thus,
the guidelines, and administrative arrangements provide for
this Department to undertake such responsibilities as:

» advige the Minister for Finance on:

‘= whether the programs (not projects) submitted by the
States/ Territories were consistent with agreed
guidelines (specifying the policies and procedures
for employment generation);

~ progress of the State/Territory Departments in the
actual implementation of their programs, for the
purpose of assessing the overall impact of the
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Program. This was also used in determining whether

13

Joint Committee of Public Accounts

payments should be advanced “in equal monthly,

nquiry Into the Auditor-General's Report - April 1985

ubmission by the Department of Employment and Industrial

instalments”, or held till further funds may be -
required;

Relations
Adult Wage Subsidy Scheme - Paragraph 8.3

. operational tasks, such as:

- commenting on the projects being approved by the
State/Territory Governments, to advise State Officials
of our views of project compliance with the agreed

2.1

State program guidelines, as well as the general WPP
guidelines.

- provision of the services of the CES as a referral
agency, for approved projects, where the sponsor
required it (note however, that this was not a
mandatory requirement of the Program, and some project
sponsors chose to recruit for vacancies by other

means).

The relationship between the Department of Finance, and this
Department was covered in the agreed Program Guidelines,

and Administrative documents, which were all publicly
available. At the time of their development it was not.
considered necessary by either Department to more formally
document the arrangements. We contend, however, that the
relationship remained constructive throughout the period.

The Committee will be aware that the Department of
Employment and Industrial Relations has the responsibility
for the administration of the Community Employment Act 1983,
which means, of course, full responsibility for the
financial administration of the program, as well as
determination of the 'employment' related policies and
procedures.
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Background

The Adult Wage Subsidy Scheme (AWSS) was announced by the then
Minister for Employment and Industrial Relations, the Hon Ian
Macphee MP on 9 December 1982. In the accompanying press
release the Minister stated that "The initiative {ie AWSS)
responds to the growing number of long-term unemployed adults
in the labour market, and will help re-establish participants
in stable employment in the private sector". The Scheme was
introduced in March 1983. Prior to the introduction of AWSS,
the availability of wage subsidies had generally been
restricted to unemployed job seekers less than 25 years through
the provisions of the Special Youth Employment Training Program
{SYETP) .

The general objectives and provisions of AWSS can be
described as follows. The aim of the Adult Wage Subsidy
Scheme (AWSS) is to provide a period of stable employment
for long-term unemployed job seekers aged 25 years and over
by making available a wage subsidy to prospective employers
of such persons. The Scheme has two subsidy components:

. standard provisions - a subsidy of $100 per week for
17 weeks followed by $75 per week for 17 weeks is
payable in respect of job seekers aged 25 years and
over who have been unemployed for at least 8 of the
previous 12 months;

. extended provisions - a subsidy of $125 per week for
52 weeks is payable in respect of job seekers aged 45
years and over who have been continuously unemployed
for at least 12 months.
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In 1983/84, expenditure under the Standard AWSS
provisions was $18.527m and 13,074 approvals for assistanc
Estimated expenditure for Standard AWSS ’
in 1984/85 is $25.2m and it is anticipated some 12,000 . .
approvals will be made. In 1983/84 expenditure under
Extended AWSS provisions was $4.673m and 2,279 approvals
for assistance were recorded. Estimated, expenditure for
Extended AWSS in 1984/85 is $10.4m and it is anticipated
some 2,400 approvals will be made. A significant proportion of
the expenditure in 1984/85 reflects the expenditure commitments
arising from approvals made during 1983/84.

were recorded.
2.6

Current Status of Scheme

. N
2.4 On 20 December 1983, the Minister for Employment and
Industrial Kelations, the Hon Ralph Willis MP, announced
the appointment of a Committee of Inquiry chaired by Mr
Peter Kirby to "assess the extent to which the range of
training and work experience programs inherited from the
previous Government meet the labour market objectives of
the present Government and make recommendations on
necessary improvements". The range .of labour foice
programs covered by the Inquiry included AWSS. .The Report
was released in January 1985 and recommended, amongst other
things, that the existing range of wage subsidy programs
including AWSS be integrated and rationalised into a single
wage subsidy program with standard eligibility and subsidy
provisions. The Minister has indicated ‘that, the wage
subsidy recommendations will be considered in the. context™
of the 1985/86 budget and an overall response to the Kirby
Report recommendations will be presented in the forthcoming
session of Parliament.

Delivery of AWSS

2:5 Set out -below is a summary of procedures followed-in
offices of the Cémmonwealth Employment Service.{CES) 'to
ensure that eligible job seekers are referred to- 3
appropriate vacancies, including a reference to.the nature
of the agreement which the CES -enters-into with'a
prospective employer, which is designed. to safeguard the
parties concerned, including the subsidised empldyee.
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Reception of Vacancies

Employers may lodge "Subsidy Only" or “Available for

Subsidy" vacancies. In the former case, this means that
the employer only wishes to interview job seekers eligible
for subsidy.

suitable applicants who are not eligible for subsidy may also

In the lattercase, employers have indicated that

To attract subsidy, the vacancy
nust fulfill certain criteria.
be available for at least the duration of the subsidy period,

For example, the vacancy must

it must be full~time and all provisions of the award under
which the subsidised employee is employed must be observed.
Where -a position is not covered by an award, employers are
required to nominate an appropriate award under which terms
and conditions they are prepared to employ the subsidised

person. Other restrictions also apply. For example, positions
The CES must

algso be satisfied that the employer meets certain criteria.

aid on a ‘piece work' basis are not approvable.
P

For example, where there is evidence that the employer may be
seeking to use the Scheme to obtain an on-going supply of

.subsidised labour, the employer's record of retention of
;subsidised employees following the subsidy period is to be

checked.
satisfactory if at least one of the last three subsidised

The employer's record is to be considered

‘employees has been retained for a minimum of 8 weeks beyond

the subsidy period.

Referral and Placement Procedures

2.7 .. All vacancies lodged with the CES are placed on self-

service display boards to allow job seekers to identify for
themselves a position for which they may wish to apply. A
vacancy is identified as "Subsidy Only" or "Available for
Subsidy", indicating to eligible job seekers that the employer
may not expect applicants to meet the full requirements of the

position. If the eligible job seeker is interested in being

. considered for a vacancy on display, he makes further enquiries

of counter staff, who arrange an interview with the employer
and issue the job seeker with a referral notice, confirming
eligibility. for subsidy.
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Referrals to vacancies are also made as a result of

matching the vacancy requirements against records of eligible
Job seekers. The matching process allows the identification

of suitable applicants who may have experienced a longer term
of unemployment than the minimum required for eligibility.
Priority in referral is given to those with the longest periods
of unemployment in line with the objectives of the scheme.

An eligible job seeker is also allowed to approach a
prospective employer and advise that employer of his
eligibility, before the employer has lodged a vacancy with the
CES. provided that the employer notifies the CES before
employing the job seeker, allowing the CES to ensure that all
provisions of the Scheme are met, then a subsidy arrangement
may be entered into with the employer.

Contractual Arrangements

2.9

Since end-March 1985 new procedures have been

introduced which require all wage subsidy agreements between
the CES and employers to be negotiated and executed prior to
the commencement of employment. This change in procedure has
been based on the advice of the Australian Government Solicitor
and provides the basis for agreements to be legally

enforceable.

Adult Findings

Job Seeker Selection Process

2.10 Audit noted that the form of record maintained at the

CES in respect of job seekers is not designed to highlight
readily the length of unemployment in order that priority might
be given to those with the longest periods of unemployment.

A check of selected offices of the CES also indicated that
records were not always maintained in such a way as to ensure
the effectiveness of their application in the selection

process.
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The CES is a national employment agency whose major
function is to refer suitable job seekers to vacancies lodged
by employers. 1In the calendar year 1984, 815,707 vacancies
were lodged with the CES, resulting in 2,175,324 referrals and
642,788 placements. Of €hose placements made, only
approximately 15.4% excluding placements under the Community
Employment Program (CEP), are under subsidy arrangements. The
volume and emphasis in these transactions necessitates a form
of record keeping that is designed to meet all CES needs and
not solely program administration. The primary purpose of the
system is not to identify persons with the longest periods of
unemployment but rather (a) to provide a service to job seekers
seeking employment in occupations of their own choices and (b)
to provide an easy means of matching job seekers to employer
requirements.
As a further consequence of the volume of transactions
handled by the CES, in terms of its staffing resources, as well
as the fluctuating nature of workloads, it is acknowledged that
the current manual system of record keeping may not be
satisfactorily maintained on all occasions. CES staff are
often under pressure to deal with counter and telephone
enquiries and sometimes accord priority to interview and
referral activities, rather than the accurate maintenance of
records and the matching of job seekers against vacancies.
It is also recognised that the recording process itself is
detailed and complex, although each entry is a logical and
necessary requirement.
While every effort is made to ensure that staff follow
existing procedures, it is not expected that the existing
problems will be satisfactorily resolved until the current
manual system is replaced by the computer based job seeker
system currently being developed and implemented. 1In
particular, the introduction of the new computer system,
entitled the Job Seeker System will facilitate the
identification of eligible job seekers, comparison of duration
of unemployment between eligible job seekers and matching of
job seekers against suitable vacancies. The first phase of
the Job Seeker System, which will encompass the above
functions, will consist of a phased implementation into CES
Offices after mid-July 1985. This phase is estimated to be

fully implemented by the end of March 1986.
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Approval of Subsidy. Audit noted a high incidence of
breaches of the departmental requirement for job subsidy
agreements to be signed by an employer within 10 days of
the commencement of the subsidy period and approval of
subsidy at the time of commencement.

As indicated earlier, since end-March 1985 a job
subsidy agreement must be signed by an employer before a
subsidised employee commences employment.

Program Implementation. Audit noted that New South
Wales State Office did not advise Zones of their targets
until February 1984, even though the 1983/84 targets for
New South Wales were advised to the State Office in July
1984.

The setting of targets in respect of new programs is

a difficult process. Even though it is possible to

estimate the size of the potential target group, factors

which influence take up rates are: preference of employers

for target group, variable labour market demands throughout
the year and between areas, interaction with existing programs
and interest of target group in scheme. These factors are more
easily assessed in respect of existing programs, where
performance to date, particularly on a CES office or zone
basis, can be taken into account.

The department recognises, however, the importance of
targets as the major factor in program contrel. In this
context, it has been continually developing, and modifying
on the basis of its experience, the process of consultation
with State Offices, Zones and CES Offices on placement
targets. Further, consistent with the emphasis placed on
the responsibility of State Offices to achieve management
goals by practices that reflect, and are tailored to,
individual labour market and economic circumstances, the
implementation of a directive and centralist approach has
been deliberately avoided. On the other hand, there has
been a recent emphasis on the need for Zones and CES
Offices to be informed as soon as possible after the
national and State targets have been finalised..
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2.19 Within a State, it is now normal practice for

management, after consultation with the relevant State Office
branches concerned, to determine initial Zone targets based
on the State targets. These targets are discussed with Zone
Managers who in turn meet with Employment Office Managers
within their Zone, with the objective of providing individual
targets for each CES Office. Employment Office Managers meet
with their staff and consult further strategies for achieving
targets. The result of all these discussions is assessed by
the Zone Manager who reports back to State Office. In some
instances (especially with existing programs) considerable
negotiation' may take place before targets are finalised. The
objective is to identify major variations and influences and
to take whatever action is appreopriate. Once again, it is
stressed that regular and continuous consultation within the
network is encouraged.

National targets stem from the expenditure decisions made

by the Government in the overall budget context. One element
on this process is the consideration by the Minister and senior
Departmental officials of options and targets prepared in
consultation with State Directors. State targets consistent
with the national target are then set on the basis of
consultation with State Offices, involving as many levels of
management as possible within the constraints of time and
budgetary processes. State Directors are represented on senior
management committees which have the overall responsibility

of assessing options for targets and expenditure and of
monitoring progress towards targets after they have been
finalised. Consultation also takes place between relevant
Central Office Branches and the responsible functional areas
in State Offices. It is stressed that this process of
consultation is regular and continuous. It is relevant to add
that the implementation of the Job Seeker; System, linked to
existing information on vacancies available through the Job
Bank System, will enable more informed decision on realistic
target setting, at all levels of management.

Conversion of Vacancies. Audit made the comment that

theré was a high incidence of cases where the Department was
paying subsidy to employers who, under normal circumstances
might not be eligible for subsidy.
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asked to explain the apparently contradictory operational
policies of referring persons with the longest periods of
unemployment to vacancies while referral of the most suitable
available persons is also required.
The Department's comments included in the Audit Report
were made in the context of queries by Audit on the conversion
of ‘open' vacancies to subsidised vacancies and associated
matters. An explanation of the reference to the conversion
of open vacancies to subsidised vacancies and the associated
Prior to 16 July 1984
the CES on advice of a vacancy from an employer, would in the

rescission is therefore appropriate.

appropriate cases, advise the employer that he might wish to
consider interviewing job seekers eligible for subsidy.
Following the marked increases in approvals in 1983/84 and
associated expenditure levels, a general instruction was issued
in April 1984, advising State Offices that the CES was to no
longer take the initiative in suggesting to employers that
their vacancies should be lodged under AWSS. They were also
instructed not to refer job seeckers for subsidised employment
where the vacancy was lodged as an open vacancy. At the same
time, a direction was given, in relation to the matching of
subsidy vacancies with job seekers, requiring job seékers to
be referred on the basis of their relative length of
unemployment, rather than simply on the basis of minimum
eligibility for subsidy.
issued to the CES in July 1984. In the light of operational
experience and trends in program approval in 1984/85, the so

Specific manual instructions were

called “conversion rule" was rescinded in December 1984,
although the requirement to direct referral action to the most
disadvantaged, when referral was initiated by matching, was
retained.

As outlined earlier, guidelines exist for determining

whether or not particular vacancies or employers are suitable
for the placement of subsidised employees. It is considered
that these guidelines are adeguate in terms of limiting
possible abuse. The requirement that the most disadvantaged
receive preference in referral to subsidised vacancies is
obviously difficult to satisfy in practice, given the use and
widespread acceptance of self-service as a method job seeker
referral and placement. However, the employer is also aware

that the longer term unemployedsgho are eligible for assistance
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are less likely to have the full range of skills and work
experience compared with other potentially interested job
seekers, both employed and unemployed. It is considered that
CES staff are, generally speaking, able to exercise the kind
of judgements required in such a way as to satisfy employers.

Program Achievement. Audit observed that there was

a 59% incidence of failure to complete a subsidised placement
pericd and a 16% incidence of failure to continue in employment
after a period of subsidised placement {the basis of
calculating the 16% qguoted by Audit is not clear). Audit
sought advice as to the level of achievement acceptable to the

Department and the results of departmental reviews.

The latest figures, in respect of participants who

either withdrew or completed the subsidised placement during
the September quarter 1984, show a slight improvement in
completion rates over those quoted in the Audit report (from
41% to 48%).
employment experience is as follows:

Information on completion and subsequent

. under the Standard provisions of AWSS, 72% of those who
fully completed the subsidy period were in employment 3
months later. Of those who failed to complete the subsidy

period 28% were in employment 3 months later:

. under the Extended provisions of AWSS, 67% of those who
fully completed the subsidy period were in employment 3
months later. Of those who failed to complete the subsidy

period 21% were in employment 3 months later.

In assessing the results it needs to be recognised that
job-seekers placed under AWSS had experienced significant
periods of unemployment over the past twelve months.

In relation to the overall effectiveness of the

program, the Department is considering the findings and
recommendations of the Kirby report on existing wage subsidy
Particular attention is being given to the length
of the maximum subsidy period and the subsidies payable in
réspect of job seekers unemployed for 12 months or longer.
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Audit Comment. In response to the concern expressefl

by Audit in relation to program control depending -on
realistic assessments of targets, it is emphasised agaim. .
that extensive consultation processes are in operation to
ensure that targets are realistic, but that changes in thg
labour market particularly on an area basis are difficult
to predict and always pose a problem in forecasting take-up

rates.

The concluding Audit comment in the April 1985 report.
concerns the guidelines governing the assessment of the Jjob
seekers. It is accepted that a CES officer faced with the
difficult decision of makihg appropriate referrals' to specific
vacancies has to exercise a great deal of discretion, However,
the provision of more specific guidelines is not practical
given the individual characteristics of each referral
situation. Further, the employment officers concerned have
received training on the employment selection and reférral
process and in contacts with employers. Overall, the existing
rules governing the eligibility requirements for job seekers,
vacancies and employers under the Scheme are cgns@de:éd
appropriate given the present objectives of the Scheme and
expenditure levels. As indicated earlier, the Kirby Report
recommendations on the adoption of a general and integrated
wage subsidy scheme embracing AWSS are being considered in the
context of the 1985/86 budget.
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JOINT PARLIAMENTARY COMMITTEE OF PUBLIC ACCOUNTS
Inquiry into‘the Auditor-General's Report, Aprili 1985

Submissiod by the Department of Employment and Industrial
Relgt;ons

Adul@ Wége'Subsidy Scheme ~ Paragraph 8.3

1 Pollowing the Department of Ewployment and Industrial
Relation's submission of June 1985 to the Joint
Parliamentary Committee of Public Accounte in relation to
the Auditor-General's Report of April 1985,the Committee
sought a further submission from this Department after the
Government's response to the Kirby Committee's Report had
been finalised.

2 In particular, the Committee expressed concern about the
. .basic mechanisms used to identify target groups for

assigtance under the Adult Wage Subsidy Scheme and expressed
the view that the basic mechanisms of the scheme were
ingufficient to support its objectives. The Committee
therefore suggested that the Kirby Report recommendations
relating to the introduction of an integrated, rationalised
wage subsidy program with standard eligibility and subsidy
provisions 'be considered by the Department for
implementation.

-3 The Department's interim reaponse of 20 October 1985 (copy

attached) included a brief outline of the approach being
adopted in developing a new integrated wage subsidy progran
and an undertaking to forward a complete and comprehensive
description of the program and agsociated guidelines and
procedures. This submission responds to that undertaking.

4 . The new integrated wage subsidy program based on the
re¢omnendations of the Kirby Report was introduced on
1 December 1985 and is called JOBSTART. Previous wage
subsidy programs such as the Adult Wage Subsidy Scheme
ceased operation from that date.

5 In developing the-new program special attention was given to
identifying target groups of job seekers in need of
agsistance and mechanisms to ensure equitable program access
among these groups. For example the composition of targets
for JOBSPART was set at State/Territory level in
consultation with the Department's Employment and Economic
Analysis Branch, taking into account each disadvantaged
group's share of joblessness and duration of unemployment.
State/Territory Offices have allocated these targets in
turn, in consultation with Commonwealth Employment Service
(CES’ staff at Zone Office level. In addition, the new CES
computerized system to store details of job seekers is being
developed: to allow for sorting of the CES register according
to variable durations of unemployment. This will permit
fagter recognition of job seekers who satisfy eligibility
criteria for the range of Departmental labour market
prograns.
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JOINT PARLIAMENTARY COMMITTEE OF PUBLIC ACCOUNTS

Inquiry into the Auditor-General's Report April 1985
Wage Pause Program:

i tee on the
Faurther Information sought by the Commit :
Administrative arrangements governing the Community

Employment Program.

The Committee sought information relating to the
following areas:

1 i i ial
1. Legislative responsibility for financ ‘
adx?\inistration‘ of Program funds, and for program
design and implementation.

2. Division of responsibilities between Commonwealth
and State Ministers.

3. Arrangements for approval of projects.

4. Program targets and objectives.

5. Procedures for evaluating program effectiveness.

6. Method of selection of program participants.

7. Statistical information on the number and.

geographical distribution of projects funded under
the Scheme, and the number of persons employed

by age, occupation and length of period previously
unemployed.

1. Legislative Responsibility for the financial
Administration of Program funds.

ommunity Employment Act 1983 provides the .
’]I.'g;iglative 'gasig for the operation of the Conunum.gy.
Employment Program. (A copy of the Act is incluggi én
ATTACHMENT 1). The Act is administered by the Hinister
for Employment and Industrial Relations. Essentially
the Act

. enables the Minister to

j t (and to
~ approve projects to create employmen:
dzlegate this authority to DEIR officers)

- make formal agreements wit!} the _States/
Territories providing details of the policy and
administrative arrangements to apply to the
Program

] ds
< make arrangements for the payment of fun
through Commonwealth Government Departments and
Authorities for employment creation purposes.
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- ‘make bayments £o the States/Territories for the
purposes of funding approved employment creation
projeets; and

. provides for certain financial aceountability
measures regarding the Commonwealth funds paid to
the States/Territories.

Guidelines forming part of the Agreements made under
the Act establish the program design, objectives,
targets and implementation (including financial)
procedures. These are based on principles and
parameters decided at the cutset of the program by
Cabinet. Agreed Guidelines may not be varied
unilaterally by either the States/Territories or the
Cémmonwealth.

A copy of the standard Agreement format is ATTACHMENT
2. The current "Guidelines for Project Sponsors"
document which details the policy parameters and
procedures for processing, approval, and conditions of
grants, is included in ATTACHMENT 1.

Financial procedures are governed by separate
guidelines under the annual agreements. These are
currently being revised for implementation in 1985/86
and are in the process of being negotiated with the
States. ATTACHMENT 3 gives a resume of the financial
procedures to be covered by the revised Guidelines.
For the most part these detail procedures currently in
place.

2. Division of responsibilities between Commonwealth
and the States/Territories

The program is jointly administered by the Commonwealth
and State Goverhments.,

In this arrangement, the Department of Employment and
Industrial Relations (DEIR) together with the respective
State/Territory Administrations (and for the ACT, the
Department of Territories) combine staff resources to
recéive, develop, asséss, and approve projects.

Following approval of projects, DEIR takes the full
responsibility for f£illing positions through the offices
of the Commonwealth Employment Service (CES). The
respective State/‘rerritory administrations have
responsibility for the post~approval administration of
grants, namely the making. of Payments to sponsors,
monitoring the operation of projects, and receipt of
project Audit certificates.’

ATTACHMENT 4 gives a full description of joint and

Separate functions undertaken by Commonwealth ang State/
Territory Administrations.
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3. Arrangements for approval of Projects

cedures are described briefly in the "Guidelines
ggi g:gject Sponsors" document (ATTACHMERT 1) and
information on the respective responsibilities of
Commonwealth and State/Territory administrations is
detailed in ATTACHMENT 4. The procedures are:

1. Project applications are lodged with the Joint
Secretariat in each Capital City.

2. Applications are registered Jacknowledged and
initially sorted by the Joint Secretariat.

-~ Those assessed as not meeting minimum criteria
are rejected.

: exceptions are those deemed to have real_job

creagion potential which are discussed with
sponsors with a view to reworking until they
do meet minimum criteria

~ Those meeting minimum criteria are

: referred to the DEIR {CES/AP0O) for labour
market assessment. Targets for the
participation of the long term unemployed and
other specially disadvantaged groups are
normally set for projects in consultation with
SpPONSOrs.

: referred to State/Territory officers for
budget assessment.

3. Once assessment is completed AND Commonwealth and
State/Territory officials AGREE on a recommendatisdn
status for each project, projects are acheduled. for
consideration by the Consultative Committees which
meet monthly in most State/Territories.

- Committees have an "approval limit" for each
meeting, and must choose between projects to
recommend those which best meet the Program
objectives.

~ 1in some cases, projects not receiving a
recommendation at one meeting may be held over
and reconsidered, in comparison to others, at
a subsequent meqting:

. jects recommended by the Committee are. ccnaidel':ed
4 IE;Og::'"State Minister zesponsib}e for administration
of the Program. If he agrees with the
recommendation they are then referred to the
Commonwealth Delegate for consideration.

, 8

v
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- By agreement, projects may not proceed until
agreed to by both the State Minister and the
Commonwealth Delegate.

- Project proposals and variations to approved
projects are not "formally" approved until they
are signed by the Commonwealth Delegate.

4. Program targets and objectives

Program aims and objectives are clearly detailed at page
1l of the 'Guidelines for Project Sponsors' document
(ATTACHMENT 1). There are elaborated on in ATTACHMENT 5.

As an aid to the achievement of the 3rd objective
specified in paragraph 1.2. - "to achieve a level of
participation of specially disadvartaged groups greater
than their representation in the unemployed labour force
+++", QUANTIFIED TARGETS have been identified relating
to the placement in program jobs of participants from
the specified priority groups. Details of these
targets, AND recent information on the program
performance in achieving these levels of Placements,

is also set out in ATTACHMENT 5.

5. Procedures for evaluating program effectiveness

Evaluation of Program effectiveness is undertaken by
two principle means.

(a) maintenance and regular analysis of érogram
monitoring data and the conduct of surveys on post-
program emplioyment of participants; and

(b) the formal evaluation project being conducted by
the Bureau of Labour Market Research (BLMR)

In respect of (a):

- the Department maintains a computerised data system
to provide complete details of program activity and
performanca.

¢ a full statistical report is prepared fortnightly
for the Minister (copy of I July edition is at
ATTACHMENT 6).

- at the end of the first year an extensive report

* on the program's operation and performance was
published (copy ATTACHMENT 7}: the second year
report is to be completed in the near future.

=~ recently a survey of ex-participants was conducted

to ascertain their level of POst-program employment
success. The regults are most encouraging and are
detailed in ATTACHMENT 8. Follow-up monitoring
surveys will' be conducted in due. course.
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In respect of {b):

er has requested the Bureau of Labour Market
gg:e:igésgo conductqa joint federal-state evaluation
of the program. The terms of reference for t‘h?
evaluation were finalised in 1984 after ez.:tansz.ve‘rh
discussions with federal and state authorities. e
most important aspects of the evaluation are as
follows:

1. Analysis of data on approved and rejected projects.

2. Analysis of data on the characteristics of persons
placed on CEP jobs.
t
. alysis of survey data on whether the subgequen
3 ?:bozr market prospects of former CEP participants
were enhanced by their employment in the program,

Further details of the evaluation are provided in
ATTACHMENT 9.

6. Method of Selection of Program Participants

ideli t be
Under the Program Guidelines, participants mus
selected from those referred by the Commonwealth
Employment Services (CES).

=  Minimum Eligibility requirements are that
“Persons must have been both unemp]_.oyed and
continuously registered for full-time work with the
CES for the immediate past three months and have
been avay from full-time education during t)‘\at
period" (Paragraph 3.6.1 p7 Sponsor Guidelines).

In choosing registered persons for referral, the CES
gives PRIORITY to those who have been

- unemployed for the immediate past 9 months, or

- who for other reasons are in need of immediate
employment., or

- who are especially disadvantaged in the: labour
market including
¢ Aborigines .
Migrants with English Language Difficulties

s Disabled People

S0

In implementing procedures for referral the CES is
required to select for each position UP TO THREE persons
who are from the priority target groups and who have
the basic requirements to do the job.

In practice, Offices of the CES may choose to either

~ refer three people simultaneously for selection by
interview by the sponsor/employer; or

~ refer one person at a time (up to three) until one
is accepted by the sponsor/employe:.

If sponsors do not accept one of the three referred the
details of the project are referred to the Employment
Programs Branch in the State Office of DEIR for further
consideration and discussion with the sponsor.

The reasons for the limit of three referrals per
position are;

= to prevent "'creaming' of the registers” by sponsars
seeking the most highly qualified available; hence
to engure the placement of the most disadvantaged
or longest term unemployed.

= to minimise the resource demands on the CES.

In some cases, Consultative Committees, in making

recommendations on the funding of projects, advises the

imposition of funding conditions relating to the

employment of persons from specified priority target

groups for specified positions. In this way positions

may be designated as ‘reserveqd” for

~ women (to achieve the equal opportunity target)

~ Aborigines.

= Disabled

~ Migrants with English Language Difficulties.

7. gtatistical Information

The maintenance of accurate national records is an
important feature of CEP administration, and a number
of the attachments to this submission give details of
statistical information on various aspects of the
Program. :

Specific tabulations have been prepared using data for
the first two years of operation of the Program - to
provide the information specifically requested by the
Committee.

These are at ATTACHMENT 10.
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The attachments to this submission have not been
included in the report, but are held on Compittee

files.
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JOINT COMMITTEE OF PUBLIC ACCOUNTS INQUIRY INTO THE REPORT
OF THE AUDITOR-GENERAL -'APRIL 1985

SUBMISSION BY THE DEPARTMENT OF FINANCE

9.3 COMMONWEALTH SUPERANNUATION SCHEME - EMPLOYER
CONTRIBUTIONS BY APPROVED AUTHORITIES OR OTHER. BODIES

BACKGROUND

1. The Commonwealth Superannuation Scheme (CSS) is a
multi-employer scheme. It currently covers approximately
150,000 Commonwealth employees, statutory officers etc gnd
a similar number of staff employed by some 80 other
employers, called "approved authorities". The approved
authorities include organisations such as Telecom,
Australia Post, the ABC, Australian National Railways
Commission and CSIRO.

Legislation

2. The CSS was established by the Superannuation Act 1922
(the 1922 Act) which has been superseded by the
Superannuation Act 1976 (the 1976 act).

3. Section 159 of the 1976 Act provides:

"(l) Where, in pursuance of a provision of this Act,
an amount is paid out of the Consolidated Revenue
Fund to or in respect of a person who is or has
been an eligible employee, being an eligible
employee who is or was employed by an approved
authority {or is or was the holder of a statutory
office and is declared by the Minister to be a
person who is to be treated, for the purposes of
this section, as if he were or had been so
employed), the authority shall pay to the
Commonwealth an amount equal to that amount less,
where an amount has been paid or is payable out
of the Superannuation Fund into the Consolidated
Revenue Fund in respect of the person, such
amount as the Minister determines, and the
approved authority may apply for that purpose any
moneys under its control.

(1) ...

(2) The Minister may enter into an arrangement with
an authority or body {(whether or not the
authority or body is an approved authority) for
the making of payments to the Commonwealth by the
authority or body in lieu of payments that, but
for the arrangement, the authority or body would



be required to make under sub-section (1) ox
(1A), being an arrangemeént that the Minister is
satisfied will provide a fair basis of payment to
the Commonwealth in respect of amounts paid,
payable or likely to become payable out of the
Consolidated Revenue Fund to or in respect of
persons who. are or have been eligible employees
and who are or have been employed, or are, by
virtue of a declaration of the Minister under
sub~section (1) or (lA), to be treated for the
purposes of this section as if they are or have
been employed, by the authority or body, and the
authority or body may apply for the purposes of
the arrangement any moneys under its control.

(3) w.o"

Section 145 of the 1922 Act is similar in effect, although
slightly different in operation, to s.159 of the 1976 Act.

Objective

4. The objective behind these provisions is to ensure
that authorities that employ staff whose superannuation
benefits are provided under the CSS meet their share of
the cost of providing those benefits.

Operation

5. Where, on termination of employment, a CSS member is
entitled to an employer-financed benefit, the member's own
contributions accumulated with interest are paid from the
Superannuation Fund to the Consolidated Revenue Fund
{CRF). The total benefit is then paid from the CRF.

6. Sub-section 159(1) imposes an obligation on an
authority to pay to the Commonwealth an amount equal to
the amount paid from the CRF to the former employee of the
authority less such amount as is determined by the
Minister for Finance. In practice, the authority is not
charged for that part of the total benefit purchased by
the member's accumulated contributions (ie. the authority
is required to reimburse the Commonwealth only for the
employer share of the total benefit). Moreover, where a
CSS member has been employed by two or more employers, the
authority is not charged for that part of the
employer-£financed benefit accrued in respect of a period
of employment with the Commonwealth or another authority.

7. Sub-section 159(1) provides for authorities to
reimburse the Commonwealth as benefits are paid to former
employees, that is, when a fortnightly instalment of
pension is paid to a former employee of an authority, the

authority is asked to reimburse ‘the Commonwealth for its
share of that pension instalment. Under this basis for

o4

superannuation contributions, known as the "emerging cost”
basis, contributions are small in the early years but
increase rapidly as more and more of the authority's
former employees become eligible for benaefits.

Authorities using the “emerging cost" basis are expected,
as a matter of prudent financial planning, to make
provision in the early years to meet the expected heavier
payments in later years.

8. Sub-section 159(2) permits the Minister for Finance to
enter into an arrangement with an authority to make an
alternative series of payments to the Commonwealth. The
alternative adopted, known as the "pay-as-you-go" basis,
has been for authorities to make payments to the
Commonwealth as benefits accrue to existing employees.
Under this arrangement an authority pays a more-or-less
stable percentage of its employees! salaries to the
Commonwealth each fortnight. Actuarial advice is obtained
about. the percentage of salaries required to meet the
expected cost of the atcruing employer-financed benefits,
assuming such contributions are paid into a fund and
invested to earn income.

9. The "pay-as-you-go" contribution rates need to be
reviewed periodically and adjusted as necessary.
Adjustments could also.be made to pay off deficits or run
down surpluses that have arisen in respect of past
contributions.

Actuarial Reviews

10, Individual agtuarial reviews have been requested for
15 of the larger authorities using the "pay-as-you-go"
basis to assess:- .

{(a) an ongoing employer contribution rate that will be
sufficient to meet the expected cost. of benefits
accruing from future service by their staff; and

(b) the adequacy of the contributions paid in the past to
meet the cost of benefits accrued from past service by
their staff.

11, In ing the adequacy of past contributions, the
Australian Government Actuary has been asked to construct
a "notional account™ for each authority, to which is:-

(a) credited the contributions paid by the authority;

(b) debited the authority's share of the benefits paid to
former staff of the authority from CRF; and

(c) credited interest on the balance in the notional

account from time to time at the prescribed interest
rate on the Superannuation Fund.
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12. The balance in the "notional account" at the date of
the actuarial review is compared with the present value of
benefits accrued in respect of past service that will be
paid in future, to determine whether a surplus or deficit
exists in respect of the past contributions by the
authority.

Audit

13. In the latter half of 1983, the Australian Audit
Office (ARO) conducted an audit of the Department's
administration of, and control over, the arrangements
entered into with authorities.

14. Arising from that examination, the AAO in its
memorandum of 7 February 1984 (copy at Attachment A}
referred a number of matters to the Department for
consideration and comment. These queries formed the basis
of the comments in the Auditor-General's report of
September 1584.

15. The Department replied to the AAO on 10 September 1984
(copy of the memorandum, without attachments, is at
Attachment B). The Auditor-General summarised the
Department's reply and ralsed some further matters for
consideration in his April 1985 report. These matters.
were set out In more detail in a memorandum to the
Department dated 19 February 1985 (copy at Attachment C).

16. The issues in the Auditor-General's April 1985 report
are addressed under the headings in that report.

NON-PAYMENT OF EMPLOYER CONTRIBUTIONS BY APPROVED
AUTHORITIES

Background

17. The AAO was informed of, and. in at least one case
specially referred to it, raised no objection to, the
administrative practice of not requiring some authorities
financed from CRF to make superannuation cohtributions to
CRF, Given the time that has elapsed since the relevant
decigion was taken in the 1950's, the Department has been
unable to establish under what authority the decision to
treat some authorities as if exempt from making
contributions was made. The background is set out in moke
detail in paragraphs 37 to 45 of Attachment B.

Action Taken
18. The practice of treating some Budget-dependent

authorities as if exempt from making céntributions was
terminated with effect from 1 July 1981.
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RECOGNITION OF STATUTORY OBLIGATION TO PAY

Background

19, In respect of those authorities that were treated
prior to 1981 as if exempt from making contributions, the
AAD asked that consideration be given to requiring the
authorities to now pay the contributions that would have
otherwise been reguired in previous years. Related to
this, the AAO also suggested that the notional accounts
being constructed for these authorities should cover the
full period of the authority's participation in the CSS
including the period before 1981, in effect bringing into
the accounts as at 1 July 1981, the past liability for
which no contributions had been made. The background is
set out in more detail in paragraphs 47 to 55 of
Attachment B.

Action Taken

20. The Government has considered the matter and has
agreed that an authority should not be required to meet
the liability for benefits that accrued from service by
its staff at & time when the authority was treated as if
exempt from the payment of employer contributions. In
accordance with this decision, the Superannuation
Legislation Amendment Bill 1985, introduced into the
Senate on 23 April 1985, contains amendments to s.159 of
the 1976 Act and 8.145 of the 1922 Act that, if passed,
will enable the Minister for Finance to make
determinations that will release the authorities from the
requirement to meet the liability that accrued prior to

1 July 1981. A copy of the relevant clauses of that Bill
is at Attachment D,

CONTRIBUTION RATES

Background

2). The background to¢ the delays that have cccurred in
revising the contribution rates fixed under the
"pay~as-you-go" arrangements and the consequences of those
delays is set out in paragraphs 57 to 68 of Attachment B.

22. In his March 1985 report, the Auditor-General
acknowledges that reviews are now underway and states:

“Since the date of the Dapartment's reply it is
understood that the Actuary has completed reviews of
the 15 largest statutory authorities.™

In fact, the Actuary has completed reviews for only 13 of
the' 15 authorities. One of the outstanding reviews is

being finalised and a teport from the Actuary on the other
review is expected shortly. In addition, the Actuary has
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completed a review for the Health Insurance Commission, an
authority that has only recently moved onto the
"pay-as-you~go* arrangement and was not one of the
original 15 authorities to be reviewed.

Action Taken

23. As received, copies of the actuarial reports have been
sent by the Minister for Finance in confidence to the
Chairman of the Senate Standing Committee on Finance and
Government Operations for consideration in connection with
that Committee's inquiry into the funding of
superannuation liabilities by Commonwealth authorities.
The Minister for Finance has also stated that he is
contemplating making a comprehensive announcement about
the results of the Actuary's reports.

24. In connection with the Auditor-General's regquest for
further advice on the preparation of a timetable for
regular actuarial reviews of authorities® superannuation
contributions, we advises:

(a) once the Actuary has completed his investigations for
the 15 larger authorities, which incidentally account
for approximately 95% of the total receipts in
"pay~as-you~go" contributions, the Department will ask
him to assess ongoing contribution rates to meet the
cost of benefits arising from future service by staff
of the remaining "pay=~as~you-go® authorities;

{b) it is not proposed to ask the Actuary to assess the
adequacy of past contributions paid by the remaining
"pay-as~-you-go® authorities until the heed for this
information, and the cost-effectiveness of providing
it, is more clearly established; and

(c) once the initial review has been completed for an
authority, it is intended, and indeed the Actuary has
recommended, that further actuarial reviews be carried
out at regular three-yearly intervals.

MONITORING ROLE BY THE DEPARTMENT OVER AUTHORITIES'®
CONTRIBUTIONS

Background

25. The background to the Department's administrative
procedures for the collection of contributions £rom
authorities is set out in paragraphs 4 to 36 of
Attachment B. The Department agréed with AAO that there
was a need to strengthen the administrative and internal
controls associated with the procedures.
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Action Taken

26. The Department has developed an outline for a
compiter~based system to monitor the accuracy and
frequency of payments of employer contributions by
authorities. Resources have been provided by the
Department and detailed development and implementation of
the proposed system will commence once the AAO has cleared
the proposed basis for estimating the contributions due
from authorities. The system could be implemented in

4-6 months.

27. As an interim measure pending implementation of the
system, manual checking of the timeliness of the
contributions pald by authorities is continuing and
arrangements are being made for data to be provided by the
Australian Government Retirement Benefits Qffice that will
enable a manual check to be made of the correctness of
contributions paid.

28. Also, as noted in paragraph 23 of Attachment B,
records are being manually maintained of employer
contributions paid by authorities for use by the Actuary
in constructing notional accounts. The proposed computer
system ig intended to maintain historical records of
contributions paid in addition to its other functions.

TRUST' MONEYS' ASPECT OF ELEMENT OF CONTRIBUTIONS RELATING
TO FUTURE LIABILITIES

Background

29, Contributions paid by authorities to the Commonwealth
under the "pay~as-you-go® arrangements are credited to the
Consolidated Revenue Fund and are not separately
identified within that Fund. The AA0 considers that at
least an element of the contributions should be accounted
for through the Trust Fund. The AAO also points to the
different treatment of contributions paid under the
"emerging cost" arrangements and the position of
organisations operating through trust accounts.

30. This Department is of the opinion that the
contributions paid by authorities are not held in trust by
the Commonwealth but are the acquittal of the liability to
the Commonwealth under s.145 of the 1922 Act and s.159 of
the 1976 aAct respectively. This view is outlined in more
detail in paragraphs 68 to 71 of Attachment B.

31. Under the Superannuation Acts, employer superannuation
contributions are not réquired in respect of Commonwealth
employees, for example, persons employed under the Public
Service Act. Nevertheless, contributions are being paid
by certain organisations staffed by Commonwealth employees
and operating through trust accounts, primarily as a means
of disclosing the full costs of their operation.
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Action Taken

32. In view of the Auditor-General's further request for a
legal advising, we are seeking a legal opinion on whether
any part of an authority's contributions should be -
accounted for through the Trust Fund. A copy of the legal
advice will be provided to the Committee when received.

33. The arrangements whereby receipts from authorities
that adopt the "emerging cost" method of meeting their -
superannuation liabilities are treated as a reduction to
expenditure under the special appropriation providing for
payment of benefits, while "pay~as-you-go" contributicns
are treated as receipts, have been in place for many
years. We are currently researching the historical basis
for the differelice in treatmeht as a prerequisite to
deciding what, if any, changes may now be necessary.

34. The Department's publication, "The Trust Fund - a
Reference Guide”, issued in May 1985 spells out that the
overriding principle governing the operation of a Group 2
trust account is that, as it is operating on basically a
commercial basis, it should meet those costs normally met
by a commercial operation and charge for services and
goods it provides, on a commercial basis. ' In determining
more detailed operating guidelines for a particular trust
account the Secretary of a department should take a number
of matters into account. One of those matters is the
provision for the employer contribution: in respect of
superannuation. The guide advises that in order to avoid
the accumulation of unreéquired moneys in an account,
amounts included in charges/prices in respect of employer
superannuation contributions are to be regularly .
transferred to the CRF. The Department proposes following
up the matter of employer superannuation contfibutions
from trust accounts with relevant Departments.

DEFENCE SERVICE HOMES CORPORATION

Background

35. The AAC has pointed out that although the Defence
Service Homes Corporation 13 hot trequired to make empldyer
contributions under the Superanhuation Acdts, the Defence
Service Homes Insurance Schemé is making such payments to
the Department of Veteran's Affairs., %ome background to
this matter is. at paragraph 38 of Attachment B.

Action Taken
36. The Defence Sérvice Homes Insurance Scheme operates
through a Group 2 trust:account. ' ‘The ‘payment of employer
superannuation contributions. frofi the trust account -

therefore is consistent with the guidelines referred to in’

paragraph 34 above. As part of the follow-up action
referred to in paragraph 34, the Department will be
considering the appropriate head of revenue for these
payments.
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DISCLOSURE OF LIABILITY IN AUTHORITIES' FINANCIAL
STATEMENTS

Background

37. The AAO noted inconsistencies in the way authorities
were treating their superannuation liabilities in their
financial statements and stated its expectation that the
Department would have devéloped a specific and uniform
approach to the disclosure of superannuation liability
information. . o

Action Takén

38. On 2 February 1985 the Minister for Finance approved
amendments tQ the accounting guidelines for Commonwealth
undertakings which, inter alia, require greater disclosure
of superannuation arrangements. Prior to submission to
the Minister the amendments, including those relating to
superannuation, were cleared with the AZO. The
requirements for disclosure of superannuation arrangements
were incorporated in the February 1985 reprint of
"Guidelines for the Form and Standard of Financial
Statements of Commonwealth Undertakings" issued by the
Department.

39, The requirements for disclosure of superannuation
information will be kept under review.

UNFUNDED LIABILITY AS A LEGAL LIABILITY

Background

40. The AAO suggested that the Department seek a legal
opinion about the extent to which an unfunded liability
should be accounted for as a legal liability of an
authority. The Department's comments are at paragraphs 72
to 75 of Attachment B.

Action Taken

41. The matter has again been addressed hy the Department
and a paper canvassing the issues (copy at Attachment BE)
comes. to the conclusiop that a "pay-as-you~go® authority
that has paid contributions at the rate agreed by the
Minister for Finance has fulfilled its obligations under
the Superannuation Acts.-

42. Neverthelesgs, in view of the Auditor-General's further
request for a legal opinion, we are seeking a legal
advisingui;om the Attp:nex~Gene:al's Department. A copy
of the legal advice will be provided to the Committee when
received. P R
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ARRANGEMENTS WITH THE NORTHERN TERRITORY

Background

43. Northern Territory employees contribute under the CSS
as employees of approved authorities for the purposes of
the Superannuation Act 1876. None of those approved
authorities has made employer superannuation liability
payments. to the Commonwealth since 1 July 1978. However,
negotiations have proceeded over a lengthy period with the
Northern Territory on the liability to be met by the
Northern Territory and the provision to it by the
Commonwealth of financial assistance in meeting the
liability.

Action Taken

44. On 4 April 1985, the Minister for Finance wrote to the
Chief Minister of the Northern Territory setting out
arrangements under which the Territory would be required
to meet the employer superannuation liability for its
employees on an "emerging cost" basis in respect of
service with the Territory after 1 July 1984. The

Territory would be required to meet the liability from its

own resources with no specific financial assistance being
provided by the Commonwealth.

45. The Chief Minister has not yet agreed to the
arrangements. If he does not agree, further consideration
will need to be given to the action to be taken.

MINISTERIAL DECISIONS

Backgqround

46. Section 159 of the Superannuation Act 1976 provides
for certain matters connected with the payment of employer
contributions to be determined or declared by the Minister
for Finance. These determinations and declarations had
not been made at the time of the AAO investigation as
explained in paragraphs 77 to 80 of Attachment B.

47. As the Superannuation Acts now stand, any
determinations and declarations made in the future cannot
be made to apply to benefits paid by the Commonwealth in
the past.

Action Taken

48. The Superannuation Legislation Amendment Bill 1985
introduced in the Senate on 23 April 1985 contains
amendments to s.159 of the 1976 Act and s.145 of the

1922 Act (refer Attachment D), If the proposed amendments
are enacted, the Minister for Findnce will be empowered to
make determinations and declarations, if necessary,
applicable to benefits paid by the Commonwealth in the
past.
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49. The determinations that would be required under the
proposed amending legislation to establish the amount of
any liability to be met by an authority provide for the
method of determining the liability to be specified. The
current legislation appears to require a determination to
he made in respect of each and every amount paid from
CRF. The Department is awaiting the outcome of the
proposed amendments to the legislation before asking the
Minister to make determinations relating to the amount of
any liability.

50. The Department faces a large administrative task in
identifying those statutory office=-holders not associated
with approved authorities who have elected to join the
CSS, and making declarations in appropriate cases. The
Department will proceed with that exercise as soon as
resources permit.

14 June 1985
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ATTACHMENT A
COMMONWEALTH OF AUSTRALIA

AUSTRALIAN AUDIT OFFICE

Cor Moore and Rudd Strests, Canbarra City, A.C.T, 2601

» Address' correspondenca to:
Auditor-Genurat
Box 707, G.P.0. Canbarra: 2601
Teldégrams “Comaut
Talex 61663 Comsu
F84/49 Telephone 4847111/

7 February 1984

The Secretary
Department of Finance
Newlands Street
PARKES A.C.T. 2600

Attention Mr K. Searsou

ADMINISTRATION BY THE DEPARTMENT OF FINANCE OF
ACTIVITIES RELATING TO EMPLOYER CONTRIBUTIONS BY
STATUTORY AUTHORITIES TQ THE COMMONWEALTH SUPERANNUATION
SCHEME

This Office recently carried out an audit of your
Department's administration and control over the .
arrangements entered into with statutory authorities
pursuant to sub-section 159(2) of the Superannuation
Act 1976 {(the Act). The Act requires the Minister
to be satisfied that such arrangements constitute a
fair basis of payment to the Commonwealth in respeqt
of amounts paid, payable or Likely to become payable
from the Consolidated Revenue Fund to or in respect
of eligible persons.

2. The objectives of the audit were to -

. examine the effectiveness of departmental
administrative processes and systems used in
calculating the “f£air basis of payment'
arrangements with authorities and the manner
in which the services and advice obtained
from the Government Actuary are utilised

. examine the operation of the arrangements
with those authorities which contribute on
an 'emerging cost' basis

. examine the effectiveness of administrative
processes employed by the Department in
accounting for and controlling receipts
from statutory authorities of payments
made pursuant to approved arrangements
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. examine departmental procedures for adjusting
and accounting for any unfunded liabilities
disclosed by actuarial reviews, and

. ascertain whether approved arrangements
for those authorities contributing on the
'pay-as-you~go' basis are based on current
actuarial advice and the extent to which
they appear to cover the authorities®
superannuation commitments.

3. Following the investigative phase of the audit

which included an examination of departmental papers
relating to the arrangements and their application to
selected authorities, a meeting was held on 21 December 1983
between Ms S. Fenwick and Mr R. Dal Santo of your
Department and Messrs J. Bowden and T. Raimet of this
Office to discuss and seek your views on a number of

issues arising from the investigation. The following
matters are now referred for your formal consideration

and comment.

Administrative and inkernal controls

4. There does not appear to be any action taken by
your Department to ensure that authorities are paying

the correct amount of contributions required by the
arrangements. For example, if an organisation is
required by an arrangement to pay to the Commonwealth

a certain percentage of its total salary payments for
superannuation purposes, there does not appear to be

any procedures in force to check the base figure against
which the payments are calculated or indeed the calculations
themselves. While material differences may be disclosed
either in the audit process or by later actuarial review,
in our opinion, because your Department is charged with
the responsibility for administering the Superannuation
Act, it should have a prime role in monitoring the
correctness of contributions paid by authoritles. One
method by which this could possibly be achieved would be
to require an annual return from each authority together
with a reconciliation of the figures shown in such returns
with those disclosed in audited financial statements.

5. Only one of your Regional Offices regularly reports
to the Retirement Benefits Branch of the Department the
contributions which it recelves from authorities and there
appeared to be no common system by which the Department
ensured that all contributions which are receivable are

in fact received at the due time. During the discussion
Audit was assured that follow-up action was taken in cases
where payments were laté but there was no evidence of

any formal procédures to ensure that such f£ollow=-up

action was taken promptly. In view of the substantial
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amounts involved, this Office is of the opinion that
there is a need for formal procedures to be introduced
to ensure the timely receipt of all payments due.

6. There was no evidence of any formal procedures

in force to ensure that superannuation payments received
are correctly posted to the credit of the appropriate
authority and that the total of such postings is
regularly reconciled with the Revenue Ledger. It is
understood that, prior to 1978, the Department did not
even account for receipts against individual authorities.
Consequently, when the notional accounts (which we are
advised the Government Actuary is. preparing for each
authority) are initially established, we understand

that it will be necessary to rely on information supplied
by contributing authorities, In our opinion such reliance
is not in the best interests of proper internal or
administrative control.

7. This Office is aware of confusion which his arisen
in the past within certain statutory authorities due to
their uncertainty surrounding the correct manner in which
to disclose/describe in their annual financial statements
the future sSuperannuation liability in respect of employer
contributions. In our view, because of your Accounting
and Supply Division's major involvement with adherence

to accounting standards and principles of disclosure in
relation to the financial statements of statutory
authorities, there is a need for the Retirement Benefits
Branch to liaise more closely with that Division to assist
in developing a common and precise approach to the
disclosure in financial statements of information
surrounding superannuation liabilities.

8. In our opinion, the matters outlined above suggest
a need to strengthen the administrative and internal
controls associated with the arrangements referred to
and we would apprecilate your advice on any remedial
measures taken or proposed in respect of the individual
aspects to vhich we have referred.

9. In addition to the foregoing matters it was
suggested at the discussion on 21 December 1983 that
your Department ought to have an overall monitoring
role in respect of those organisations which pay on an
emerging cost basis. For instance, it appears that you
4o not monitor whether 'emerging cost' organisations are
in fact taking appropriate action to determine the

extent of their future liability for employer superannuation

provisions and whether current earnings are sufficient to
provide for those liabilities, While it is clearly the
primary responsibility of each authority to make adequate
financial provision to meet all of its liabilities, it
was suggested that your Department, in its role as policy
adviser and administrator of Government superannuation
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schemes, also had a responsibility to monitor whether
each authority could meet its present and future
superannuation liabilities. Your representative
advised that she d4id not consider your Department
had such a role. It would therefore be appreciated
1f you could confirm whether this is the formal view
of your Department.

Non-payment of employer contributions by approved
authorities

10. The Act provides that Commonwealth statutory
bodies, or organisations in which the Commonwealth has
a controlling interest, may be specified by regulation
as 'approved authorities'. Where pensions or othexr
benefits are paid out of the Consolidated Revenue Fund
to ex-employees of such an approved authority, that
authority is required to pay to the Commonwealth such
amount as the Minister determines in respect of that
pension or benefit. From the information available

to this Office it is understood that, at 30 June 1981,
there were 9 authorities, specified as 'approved' by
régulations, which had not paid employer superannuation
contributions as reguired by the Superannuation Act 1976.
These were -

Australian Broadcasting Commission
Australian Atomic Energy Commission

Commenwealth Scientific and Industrial
Research Organization

Defence Service Homes Corporation

High Court of Australia

National Capital Devalopment Commission
Parliament House Construction Authority
Institute of Family Studies

Legislative Drafting Institute.

11. Although the 1976 Superannuation Act makes provision
for the issue of regulations nominating 'approved authorities'
which would not be required to contribute employer
superannuation costs, we understand that no such regulations
have been issued. In addition, we also understand that

. certain of these bodies were ‘'approved. authorities®
under thé Superannuation Act 1922 but there was
no provision in the 1922 Act under which an
‘approved authority' could be relieved of its
liability to pay the employer contributions,
and
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. all the organisations referred to above only
commenced paying employer contributions from
1 July 1981.

12. We would appreciate your confirmation that our
understanding of the position as outlined above is
correct. If so, we would also appreciate being

advised of the authority under which these bodies

were relieved of their liability to pay employer .
contributions. In the absence 0f competent authority,
we are of the opinion there have been serious breaches
of the relevant legislation over an extended period.

13. The question also arises, in the absence of any
legislative requirements to the contrary, whether each
of these authorities should now be required to pay

to the Commonwealth those employer contributions from
which they were 'relieved' in previous years. We would
appreciate your comments on this aspect also. If an
administrative decilsion has been made to waive the
retrospective liability we would also appreciate advice
of the authority allowing such a decision.

14. In additjon to those aspects referred to above

we understand that the Government Actuary has been
directed by your Department that, when compiling the
notional accounts for the organisations under discussion,
he is to treat their employer superannuation liabilities
as if they commenced their existence as from 1 July 1981.
If our understanding is correct then, in the opinion of
this Office, the notional accounts will not recognise

the total (unfunded) liability for superannuation
benefits which have accrued during the lifetime Of each
of those organisations and hence will not show the true
position. This approach appears contrary to the 'intentions'
you have set down in the guidelines which you recently
issued to the Actuary and which require that the employer
contribution rates should reflect the actual cost to

the employer of providing superannuation benefits for that
authority's staff. It is considered too that, failure to
take into account employer superannuation liabilities
arising prior to 1 July 1981 for those authorities

under discussion, places them at an advantage over other
authorities which have paid employer contributions £rom
the dates on which they first employed staff.

15. In our opinion, any past unfunded liabilities should
be clearly recognised and,’ if it is the intention not to

do so or to recover them from the authorities concerned,
such a decision should be approved under competent
authority and the true situation disclosed in the. notional
accounts, It was noted that in the case of Australia Postk,
Telecom and the Australian National Airlines Commission,.

108

separate decisions were taken by Cabinet to approve the
write~off of other unfunded liabilities which had become
apparent from actuarial review.

Contribution xates

16. When the Superannuation Act 1976 came into
operation on 1 July 1976, the Australian Government
Actuary proposed the short term use of 2 contribution
rates to cover the employer superannuation liability
of those statutory authorities contributing on a
pay~as-you=-go basis, It is understood that the rates
were originally intended to coperate for a limited period
(approximately 12 months) until f£inal rates could be
established after the completion of actuarial reviews
of each authority. The interim rates were set at

158 and 25% of salaries for superannuation purposes
with the intention that the lower rate would not
cover the costs to the employer of future pension
increases.

17. Our investigations indicated that completion of

the actuarial reviews of each authority referred to in
paragraph 16 above was dependent on your Depart.ent adopting
and communicating to the Actuary a number of decisions
involving relative alternative factors which had a direct
influence on the calculation of employers' liabilities,

18.. Our investigation also showed that, notwithstanding

a number of urgent reguests from the Actuary to the Department
of Fipance for policy advice and related decisions, and
similar representations from certain authorities during

the pericd 1977-1983, final guidelines for the calculation

of employers' contribution rates were not @ssued to

the Actuary by your Department until late in 1983.

19. It is a matter for consideration whether the
protracted delay in providing the Actuary with firm
guidelines to enable him to complete assessments and
establish firm long term arrangements has preven@ed the
pay~as=you~go group of authorities from.prqgressmvely
recognising their full superannuation liabilities and thus
from raising sufficient revenue at the time to set aside
adequate provision £or such liabilities. In the case of
trading authorities this may have had a particularly
detrimental effect.

2Q. Should the actuarial assessments disclose any
significant shortfalls and a decision taken to require

the shortfalls to be made up by increased contributions,
then future services provided by those authorities will
need to include a cost component which will not relate

to a current year's service but to the operations of several
previous years. It is feasible that such a requirement
could have a detrimental effect on both the financial
operations and efficient management of an authority.

Alternatively, if the shortfalls are not recovered from
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authorities it would mean that -~

. the CRF will be contributing towards a behefit
which should have been paid for by the users
of the services of particular authorities,
and

. authorities which have made efforts in the
past to fund their liabilities in full
(e.g. the Commonwealth Serum Laboratories)
will have made contributions greater in
comparison to those which continued to
contribute at the minimum rate of 15%
of salaries and thus be disadvantaged.

217, This Office would apprecliate advice of the reasons
pbehind 'the delay in providing the Actuary with the
information he required to carry out promptly his
assessments. It would also be appreclated if you could
advise in due course the approach to be taken ia

respect of .any shortfalls in funding which may be
determined by the Actuary.

22. bDuring the discussion your representatives
indicated that, using the guidelines now issued, the
Actuary is expected to complete the final assessments
of- the 16 largest authoritdes in early 1984. In this
regard it would be appreciated if you could provide
the following information -

. a timetable for implementing the results
of those reviews

. a timetable for the completion of an initial
actuarial assessment of the remaining
authorities (approximately 64), and

. details of the planning for regular on-going
actunarial reviews to ensure that authorities’
contributions continue to keep pace with
their superannuation liabilities.

Accounting for contributions

23. Contributions from the pay-~as-you-go group of
authorities are received under the 'fair basis of payment*®
arrangements entered into by the Minister under sub-sgction
159(2) of the Act. Such contributions are generally in
excess of the actual annual payments of pensions to
superannuated officers of those authorities. Consequently
there is an element of the contribution which is applicable
to future liabilities and it Is suggested that this

element could be regarded as being held in trust by the
Commonwealth to meet future payments to ex-employees

of thoge authorities. Your advice is therefore sought

on whether it should be necéssary to account for this
element of contributions through the Trust Fund. In order
to obtain a definitive opinion on this gquestion, it may

be advisable to refer the matter to the Attorney-General's
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Extent of authorities' legal ljabilitles for superannuation

24. Authorities which are ‘approved authorities' under
the superannuation legislation are also required to
produce annual financial statements in accordance with
the principles and policies outlined in the 'Guidelines
for the Form and Standard of Financial Statements of
Commonwealth Undertakings'. Those guidelines generally
require organisations to recognise and account in their
financial statements for all legal liabilities.

25, It would appear that a statutory authority on

the pay-as-you-go basis of contribution would have
satisfied its legal liability under sub-section 159 (2)

of the Act by paying the amount calculated in accordance
with the 'fair basis of payment' arrangements entered
into by the Minister. In our discussion it was mentioned
that certain legal advisings tended to support this view.

26. Definition of the legal liability becomes more
difficult however where an actuarial review discloses

an unfunded liability and requires a significant increase
in future contributions to remedy such a deficiency.

It is considered that the extent to which such unfunded
liabilities should be accounted for as legal l.abilities
of authorities should be clarified, preferably by
reference to the Attorney-General's Department.

Other matters

27. In addition to your comments on and advice of
proposed action in respect of the foregoing matters, it
would be appreciated if you would also indicate the
current situation in respect of the following matters -

(a) determinations by the Minister for Finance
of authorities' liabilities under sub-section
159 (1) of the Superannuation Act 1976

{b) declarations pursuant to sub-sections 159 (1) and
159(12) of the 1976 Act, of statutory office
holders being employees for whom the relevant
authority is liable to contribute the employer's
share of superannuation costs, and

(¢} arrangements with the Northern Territory Government
for collection of émployers! contributions for
its staff who are members of the Commonwealth
- Superannuation Scheme. It was noted that the
Northern Territory is now the only tapproved
authority' which is not paying such employers'®
contributions.

28, As discussed at the meeting on 21 December it

would be appreciated if copies of the following papers
could be made available to this Office =
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ATTACHMENT B

DEPARTMENT OF FINANCE
NEWLANDS STREET, PARKES, A.C.T. 2600
Telephone: CANBERRA 63 9111

(a) those regulations made under the 1976 Act
which established ‘'approved authorities' and
which you have not previously made available
to us, and

{b) delegations given by the Minister for Finance Referance:

under the Superannuation Acts. . ) 82/243 OFFICE OF THE SCCRETARY
29. In the course of the meeting on 21 December 1983
there was some discusgion of employer contributions being
paid by certain Trust Accounts established under section
622 of the Audit Act 1901, in particular the A.C.T. Transport
Trust Account, the A.C.T. Forestry Trust Account and the
Government Printer and Publications Trust Accounts.

Reference was. made to other similar Trust Accounts such as The Auditor-General

the A.C.T. Suspense Trust Account and the Storage and Auditor~General's Office
Transport Services Trust Account whose position regarding Box 707 GPRO
superannuation contributions was uncertain. Your CANBERRA ACT © 2601
representative undertook to examine the arrangements

£or contributions by Trust Accounts and advice of the ATTENTION Mr B.R. Beasley

outcome of this examination would bé appreciated.

%/ "y P ADMINISTRATION BY THE DEPARTMENT OF FINANCE OF ACTIVITIES
Gl L/ . ‘ ‘ RELATING TO EMPLOYER CONTRIBUTIQNS BY STATUTORY

AUTHORITIES TO THE COMMONWEALTH SUPERANNUATION SCHEME
B.R. Beasley

Acting First Assistant Auditor-General

.- . I refer to your memorandum of 7 Pebruary 1984, reference
- : ¢ F84/49, asking that this Department formally consider and
: comment on the conclusions reached by your officers
following the investigative phase of the audit of the

abovementioned activities.

2, Let me say at the outset that the cost recovery
arrangements under the Superannuation Acts 1922 and 1976
‘have been bedevilled by problems extending back over a
period of many years. This unfortunately has given rise
to various shortcomings in the relevant arrangements. The
Department has been aware of many of these shortcomings.
and has been working to overcome them within the level of
resources available. In this context, we see your audit
1 investigation as a timely and positive contribution.

3. The following paragraphs refer to the specific matters
E . ) . raised in your memorandum. In some cases it has only been
. possible to provide preliminary comments at this stage and

. oL further comments will be provided as necessary.

ADMINISTRATIVE AND INTERNAL CONTROLS
Check’ that Amounts Received are Correct

4, Your memorandum says that there does not appear to be
any action taken by this Department "to ensure that
authorities are paying the correct amount of contributions
required by the arrangements®. We confirm that no such
check is currently made.
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5. By way of background, I should explain that when the
"pay-as-you-go" arrangement initially came into operation
in 1957, the employer contribution was 2.4 times (later
2.3 times) the contributions paid by a contributor to the
pension scheme and 1.9 times the contributions paid by a
contributor to the Provident Account. Both employee and
employer contributions were transferred by the relevant
authorities fortnightly to the then Sub-Treasuries.
Subsequently, Section 8 of the General Diractions to
Sub-Treasuries stated that

"To ensure that the amounts paid are correct, the
Sub-Treasury will apply the appropriate multiplier to
all payments received and immediately query any
discrepancy with the authority.”

The then Superannuation Board was responsible for ensuring
that the employee contributions were correct and any
adjustments required were included in the payments for a
later fortnight. Procedures therefore existed for
checking that the contributions paid by authorities under
the "pay-as-you-go” arrangement were correct.

6. ‘The arrangements for checking the amount of employer
contributions under the "pay~-as-you-go" arrangement began
to break down in 1969 with the introduction of
non-contributory units. No contributions were payable for
these units by the employee but the employer contribution
was still required.

7. 1In March 1973 proposals were put forward for a
complete restructuring of the Commonwealth Superannuation
Scheme {CSS) and the CSS in its present form was
implemented under the Superannuation Act 1976 with effect
from 1 July 1976. Under the revised Scheme the employees!'
basic contributions are set at 5% of superannuable
salaries but contributors have the option of paying up to
a further 5% of salaries as supplementary contributions.
At 1 July 1976 a significant number of younger
contributors were paying less than 5% of salary and for
these contributors the higher contributions were phased in
over a period of several years. Contributors paying more
than 5% of salary at 1 July 1976 had the option of
continuing to pay the higher rate even if that exceeded
10% of salary.

8. Under the revised Schéme, the employers' contribution
was fixed as a percentage of the employee's superannuable
salary. At first glance it may seem that for an authority
paying employer contributions of 15% of salary, the total
fortnightly payment from 1976 onwards should be three
times the amount paid in employees' contributions.

However this was not the case because of the inclusion in
the payments of supplementary contributions apd the
initial phasing in of the 5% basic contributions.
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9. To independently check after 1 July 1976 that an
authority was paying the correct amount of contribution
under the “pay-as-you~go" arrangement, a systenm would have
had to be developed which relied on a matching of
information extracted from the records of the Australian
Government Retirement Benefits Office (AGRBO) and payment
details from the relevant Sub-Treasury. This would not
have been practical in 1976 because the AGRBO contributor
records were not sufficiently up to date at that time to
be able to provide information about recent pay periods.
In addition, costings information was not as readily
available from the Finance Ledger System as it is today.

10, In your memorandum you suggest that one way of
checking the employer contribution payments would be "to
require an annual return from each authority together with
a reconciliation of the figures shown in such returns with
those disclosed in audited financial statements®., We
assume that you intend that contributions be reconciled to
relevant salary payments.

13, The main difficulty with this approach is that an
enmployee's salary for superannuation purposes may not be
the same as the actual salary payments he receives during
the year because:

(i) salary for superannuation purposes is based on the
employee's salary at his last birthday and hence any
increase in salary (resuiting from promotion,
national wage increases etc) is not reflected in his
salary for superannuation purposes until his next
succeeding birthday

{ii) salary for superannuation purposes does not include
amounts such as:

. payments for overtime

. higher duties allowance for continuous periods
of less than 12 months

. recreation leave loadings

. travel allowances,

(iii) salary for superannuation purposes does not vary
when a contributor takes sick leave or long service
leave at half pay.

A second difficulty is that not all an authority’s
employees would be members of the ¢SS and hence employer
contributions would not be payable for all employees. The
result is that salary figures in an authority's audited
financial statements will not bear any reliable
relationship to the amount of its employer contributions.
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12, To put the matter into perspective, actuaria)
investigations provide a mechanism for adjusting an
employer's superannuation contribution rate to take
account of any significant shortfall or excess in

contr ibution payments. Where such investigations are
carried out, the chance of an authority significantly
under or overpaying contributions, because of some
irregularity in the method of calculating the fortnightly
employer contribution, is negligible in the long term.
Actuarial investigations as at 30 June 1983 have either
been completed or are nearing completion for the 15
largest authorities adopting the ®pay-as-you-go®
arrangement and these authorities account for
approximately 95% of the total receipts in "pay-as-you-go”
contributions.

13, Of course, we do not suggest that therefore no check
of contributions is necessary. There will always be cases
where an actuarial investigation is not carried out for
various reasons or where actuarial reviews are carried out
at infrequent intervals. Moreover, an irregularity in the
calculation of the fortnightly payments which causes a
continuing and significant underpayment of contributions
could mean that at subsequent actuarial reviews the
authority's contribution rate, as a percentage of
salaries, has to be set at an artificially high level.

14. FPor authorities that adopt the emerging cost method of
payment, ensuring that the authority is paying the correct
contribution involves somewhat different considerations.

The arrangements have been that the AGRBO issues an advice
to the authority specifying the amount payable fortnightly
by the authority with a copy to the Regional Office of the
Department of Finance to which the payment is to be made.

Check that Amounts Receivable are Received

15. At paragraph 4 of your memorandum you say that "there
appears. to be no common system by which the Department
ensured that all contributions which are receivable are in
fact received at the due time."™ You mention that only one
Regional Office regularly reports contributions received
to the Retirement Benefits Branch.

16. The Retirement Benefits Branch receives a monthly cost
statement from the Finance Ledger System which details
employer superannuation receipts from all approved
authorities, regardless of the Regional Office through
which the payment was made. .These cost statements are the
principal source of information on which the Branch relies
and any additional information provided by the Regional
Offices is only supplementary to those cost statements.

116

17. Information is transferred manually in the Retirement
Benefits Branch from the cost statements to a card record
system enabling a comparison to be made between the
current month's receipts and receipts in previous
months/years. On the basis of these records, action is
taken to follow up outstanding receipts.

18. We acknowledge that the present system is not entirely
satisfactory being labour intensive angd insufficiently
accurate to quickly identify all missed payments,

Check that Receipts are Correctly Posted

19. Your officers also found no evidence of any formal
procedures to ensure that employer superannuation
contributions are correctly posted to the credit of the
appropriate authority and that the total of such postings
is regularly reconciled with the Revenue Ledger.

20. Pollow-up action taken by the Retirement Benefits
Branch on the basis of the card record system referred to
earlier does disclose examples of incorrect postings.
However, because the Department does not know exactly what
contributions are due on any particular pay day, complete
reconciliation of receipts has not been possible.

Accounting for Receipts Against Individual Authorities

21. In paragraph 6, you comment that “prior to 1978, the
Department did not even account for receipts against
individual authorities™ and that consequently when the
notional accounts are set up for individual authorities,
it will be necessary to rely on contributions information
supplied by the relevant authority.

22. We confirm that the pertinent facts are as you
describe them. Let me say, however, that under an
arrangement whereby contribution payments were checked as
correct at the point of receipt (paragraph 5 above) and
employer contribution rates were set by reference to the
actuvarially calculated employee contributions, as under
the pre 1976 pension scheme, there was little need to
account for employer contributions by individual
authorities.

23, With the abandonment of the unit purchase pension
arrangements in 1976, however, a different approach was
necessary to the setting of employer contribution rates.
Once it became apparent that actuarial reviews would
probably’ be necessary on an authority by author ity basis,
it followed that information about employer contributions
paid would ‘also be réquired on an authority by authority
basis. In an attempt to gear up for this requirement and
improve procedures generally, the present arrangements
were introduced from the 1973/8C financial year.
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24. In commissioning the initial actuarial investigations
of authorities' superannuation liabilities, it was decided
to examine not only the liabilities expected to accrue in
the future but to also examine liabilities accrued in the
past. Because contributions had not been accounted for on
an authority by authority basis prior to 1979/80 .and
because of a lack of confidence in some of the information
derived from the accounting system currently in operation,
the authorities were asked to supply historical data about
the employer contributions they had paid. The historical
information being supplied by the authorities is checked
as far as possible by the Retirement Benefits Branch
against information availablé on Department of Finance
files. Unfortunately, some of the data reguired dates
back to the 1950's and is either not available or not
verifiable. Of course, in most cases the contributions
paid in these periods are small by comparison with the
contributions for more recent years and therefore are not
likely to have a major effect on the final results of the
investigation.

Disclosure in FPinancial Statements of Information About
Superannuation Liabilities

25. Your comments regarding the need for a common and
precise approach to the disclosure in financial statements
of information surrounding superannuation liabilities has
heen noted. In this regard, the Financial Management and
Accounting Policy Division of this Department (previously
the Accounting and Supply Division) consults closely with
the relevant area of your Office with respect to standards
for disclosure in financial statements.

Remedial Measures

26. We agree that there is a need to strengthen tye
administrative and internal controls associated with the
arrangements referred to above.

27. Attention is being given to the feasibility of setting
up a computer based system for monitoring the receipt of
enployer superannuation contributions: It seems to us
that the key to developing an appropriate system is the
ability to independently determine the employer
contributions "due" each fortnight. A number of changes
have occured since 1976 that may now make it possible to
determine this figure with a sufficient degree of
accuracy. For example, AGRBO's computer records are more
current than in 1976 and we understand that about 97% of
all CSS members are now paying total contributions of 5%
of superannuable salary.
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28. If a contributions "due® figure can be established, it
should be possible for a computer based system to quickly
compare the amounts "due®” and "paid” and to report any
missed, late or incorrect payments. This in turn should
overcome some of the difficulties currently experienced
with incorrectly posted payments as well as enable a
better system to be established for providing financial
information for future actuarial investigations. The
development of a system for monitoring employer
contribution receipts will require considerable staff
resources.

29. Lack of sufficient staff has been a chronic problem in
the Retirement Benefits Branch. From 1973 onwards, the
problems associated with the cost recovery arrangements
under the Superannuation Acts took second place to the
development of the proposals for changes to the CSS and
subsequently to the work required to fully inmplement the
revised superannuation arrangenents.

30. In 1978 a single section, the Parliamentary and
General section, consisting of a Class 11 and a Class 9
officer, with support staff, was responsible for policy
development in relation to the Parliamentary Contributory
Superannuation Scheme and the administration of that
Scheme, policy development for the cost recovery
arrangements under the Superannuation Acts and the
administration of those arrangements, policy development
in relation to the preservation of superannuvation rights,
and the development of superannuation arrangements to
complement Part IV of the Public Service act. In early
1981 the Branch was expanded from three to four sections
and as a consequence of that change preservation and
Part IV matters were transferred from the Parliamentary
and General section to other sections. Since that time
considerable resources have had to be devoted to the
Parliamentary Contributory Superannuation Scheme and
little time has been available for work on cost recovery
matters.

31. A reorganisation has recently been approved for the
Department of Finance under which the existing Retirement
Benefits Branch was split into two Branches. Under the
new organisational structure one of the Branches has three
sections, one of which will handle Parliamentary
Contributory Superannuation Scheme matters, another
section costings and cost recovery arrangements and the
third section will cover public sector superannuation
schemes other than the CSS. We hape that under this new
organisational structure more staff resources will become
available which can be devoted to improving the existing
administrative and internal controls associated with the
cost recovery arrangements under the Superannuation Acts.
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Monitoring Role - Emerging Cost Basis of Payment

32. At a meeting on 21 December 1983, your officers
suggested, in relation to authorities that adopt the
emerging cost method of meeting their employer
superannuation liability, that this Department has "a
responsibility to monitor whether each authority could
meet its present and future superannuation liabilities®.
Mrs Fenwick advised your officers that she did not
consider the Department had such a role and you ask
whether that is the formal view of the Department. While
it is plainly open to the Department to advise the
Government on policy issues in this area: {and to seek to
inform itself for that purpose) the Department does not
consider it is required to monitor autharities' provision
for their future obligations. Nor is itz clear how it
could do so.

33. The authorities that adopt the emerging cost basis of
payment have an obligation to reimburses the Commonwealth
for a part of each pension instalment or other benefit
paid under the Superannuation Acts to its former employees
or their dependants. The authority needs to obtain
regular actuarial advice about the likely extent of its
liabilities and to ensure sufficient funds are available
to meet the expected liabilities when they arise. It is
then for the authority, in consultation.with its auditors,
to determine what accounting treatment is-required to
represent a "true and fair® disclosure of the position.

34. Given that primary responsibility for.this matter
rests with the authority, we do not consider that the
Department of Finance can simply take upon itself the
explicit role of looking over the authority's shoulder to
ensure the authority is doing the "right”.thing. fThe
Department would only have such a role if it stemmed from
a legislative provision under the Superannuation Acts, the
Audit Act or the authority's enabling legislation or arose
out of a Government directive. To the best of our
knowledge no such legislative provision of direction
exists.

35. I might also mention that for such a monitoring role
to be effective, it would have to be supported, where
necessary, by the power to require an authority to provide
information about the funds set aside for: superannnation
purposes, the investment practices of the. authority and
other relevant matters.

36. Whether the Department of Finance "ought to have an

overall monitoring role” of the kind suggested is, I
believe, a matter for the Government to decide.
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NON-PAYMENT OF EMPLOYER CONTRIBUTIONS BY APPROVED
AUTHORITIES

37. As requested, we confirm that:

. the 9 authorities 1listed in paragraph 10 of your
memorandum had not paid employer superannuation
contributions at 30 June 1981,

« no regulations have been made under sub-section 159(3)
of the 1976 Superannuation Act relieving these
authorities of their liability to pay employe:r
contributions,

. certain of the authorities were also required to pay
employer contributions under the Superannuation Act
1922 but did not do so and there was no provision
under. that Act for them to be relieved of their
liability, and

. except for the Defence Service Homes Corporation, all
the anthorities listed in your paragraph 10 commenced
paying employer contributions from 1 July 1981.

38, Section 8 of the Defence Service Homes Act provides:

*"The staff necessary to assist the Corporation in the

administration of this Act shall be persons appointed

or employed under the Public Service Act 1822".

4

In July 1981 we received advice froh the
Attorney-General's Department to the effect that, although
the Corporation was an approved authority for the purpose
of the Superannuation Act 1976, the staff assisting the
Corporation were not "employed by" the Corporation for the
purposes of section 159. The Attorney-General's
Department therefore concluded that the Corporation was
not liable to make employer contributions pursuant to
section 159.

39. The Legislative Drafting Institute has since been
disbanded and hence no longer makes employer
superannuation contributions.

40.. In addition to the nine authorities listed in your
memorandum, the National Standards Commission also had not
paid employer contributions at 30 June 1981 because it was
treated as if exempt. The Commission's f£inancial
arrangements were altered by changes in its enabling
legislation that came into operation in 1979. As a result
of those changes it was considered that there was no
longer any argument to support the non-payment of employer
contributions and the Commission agreed in December 1980
to commence paying employer contributions from

1 July 1981. A number of other authorities were not in
fact paying employer contributions at 30 June 1981
although not treated as if exempt, for example the
authorities of the Northern Territory Government which are
mentioned later in your memorandum.
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41. The decision to treat certain approved authorities as
if they vere exempt from the obligation to pay employer
coptributions appears to date back at least as far as 1957
when' the *pay-as-you-go® arrangements were first
dtroduced.: We have been able to establish that the
ntroduction of the "pay-as-you-go® arrangement arose from
maktters raised by the Audit Office in a memorandum to the
Treasury dated 13 November 1950, reference 50/125., 1In
that memorandum Audit proposed

"that reserves be created to provide for past or
future liabilities for the Superannuation benefits of
employees of all Commonwealth Authorities,
particularly trading Authorities, and that each year's
accounts be charged with proper apportionment of
actuarially calculated liability”.

42, Pollowing consideration of this proposal, the .
Syperahnuation Act was amended in 1955 to give authorities
the option of meeting their liability for superannuation
as it accrued rather than on the emerging cost basis as
previously required. On 14 August 1957 a memorandum was
sent to all Sub-Treasuries listing those approved
authorities that would be and would not be making payments
under the "pay-as~you-go™ arrangements. That memorandum
said that four authorities

Australian Broadcasting Commission

Australian Broadcasting Control Board

Council for Scientific and Industtial Research
Board of Management of the Australian War Memorial

.\vould not be making payments because they were "financed
upon a departmental basis®. A copy of this memorandum was
sent to the Audit Office.

43. On 25 February 1959, Treasury wrote to the Audit
Office seeking an expression of views about the method by
which the Australian Atomic Energy Commission should
finance its employer superannuation liability, 1In a reply
dated 23 March 1959, reference 55/188, the Audit Office
saig@

“As the Commission has no income and is financed by
annual appropriation this office would have no
objection to the Commission being exempted from the
requirement to enter into an arrangement for
discharging its superannuation liability".

There also appears to have been a similar exchange of
correspondence in 1960 regarding Commonwealth Hostels
Limited.

44. Given the passage of time since ghose dgcisions were
taken, we have been unable to establish under what

authority they were made. Nevertheless, the prgce@ent
established by the Australian Broadcasting Commission and
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the Commonwealth Scientific. and Industrial Research
Organization was maintained and over the years various

“

45. Wheh the 1976 Act was. introduced, specific vrovision
was made for authorities to be ,exemptedpby :eguiatig: fxr:‘om'
any liability under section 15§ of that Act. At one stage
drafting instructions were issued for the preparation of
regulations but, in the event, no regulations were made
before the power to make regulations with retrospective
effect to 1 July 1976, the date of commencement of the
Superannuation Act 1976, expired on 31 December 1978.

46. As you know, the non-payment of emplayer cantributions.
by some authorities was raised in a submission to the
Minister for Finance in March 1981. After consideration
by the Minister and further consideration within this ‘
Departmex:nl:, the administrative practice of treating
authorities as exempt was terminated and the authorities,
except the Defence Service Homes Corporation, commenced to
make employer superannuation contributions from

1 July logi, S

Recovery of Contributions Not paid in Previous Years.

47. Paragraph 13 of your memorandum seeks our comments on
the proposition that authorities now be required to pay to
the Commonwealth those employer contributions from which
they were “relieved™ in previous years.

48. Although the question of, retrpspective recovery of
past contributions was noét mentioned specifically when the
matter of the authorities that had been treated as exempt
was put to the Minister in March 1981, it seems reasonably
clear that retrospective recovery was not then
contemplated. The Minister. agreed to a course of action
expressed in the following terms

“they should commence té‘m‘eet their employer
superannuation liability under the Superannuation Act
1976 with effect from i July 1981".

To that extent there was ministerial approval for not
recovering past contributions. )

49. The matter was again considered by the Government in
the 1984/85 Budget context. The Government has decided
that approved authorities.will not be required to
reimburse the Commonwealth for that part of the employee's
total benefit that relates to service with the authority
at a time when the authority was treated as if exempt from
the payment of employer contributions.
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50. By way of general comment, very little purpose would
be served by attempting to now recover contributions not
paid in previous years. The asthorities are unlikely to
have reserves available from which to pay the past
contributions and the necessary funds would probably have
to be provided from the Budget. As.a result the payments
by and to the Commonwealth would largely offset each
other. Moreover, the taking into the authority's accounts
of what could be a very large liability attributable to
past accounting periods would probably not add in any
material way to better disclosure of the current cost of
operations of that authority which of course is the
primary justification for raising a charge for
superannuation in the accounts of these authorities.

The Notional Accounts - Periods when an Authority was
Treated as if Exempt

51. You are correct in your understanding that the
Australian Government Actuary has been asked to disregard
the cost of any benefit acerued for service completed
before 1 July 1981 when compiling a notional account for
an authority that was previously treated as if exempt from
the obligation to pay employer contributions. However we
reject the implied criticism in the conclusion in
paragraph 14 of your memorandum'that therefore

"the notional accounts will not recognise the total
{unfunded) liability for superannuation benefits which
have accrued during the lifetime of each of those
organisations and hence will not show the true
position."”

52. The notional accounts were never intended to show the
"true position” in the sense that these words are applied,
for example, to an authority's financial statements. The
notional accounts are being compiled for actuarial
purposes in order to provide a mechanism whereby
contribution rates set for the purposes of the
*pay-as-you-go" arrangements can be monitored to determine
whether they have been sufficient to meet the
superannuation liabilities they were intended to meet.

The contributions paid by the authorities that were
treated as if exempt are only intended to cover the cost
of benefits accrued since 1 July 1981 and therefore only
benefits accrued since 1 July 1981 are being included in
the notional accounts. .

53. In our view, this approach is not contrary to the
guidelines issued to the Australian Government Actuary
because the contribution rates calculated by the Actuary
will reflect the actual accruing cost to the employer of
providing superannuation benefits for that authority's
staff. The reason for including the particular sentence
to which you refer in the guidelines wds to make it ¢lear,
for the benefit of the authorities concerned, that the
contribution rate set would no longer be an "average” rate
which although representative of overall costs, may not
necessarily be representative of the costs incurred in
respect of the staff of a particular authority.
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54, Given that the authorities that were treated as if
exempt, all relied heavily on funds from the Budget, it is
not clear to us in what sense those authorities can be
said to have been placed at an "advantage over other
authorities™ that paid employer contributions prior to

1 July 198l. Certainly had these authorities been
"trading" authorities they would have been at an advantage
compared to other trading authorities that were paying
contributions, but that was not the case. Moreover,
recovery of previous years' contributions would involve
offsetting payments by and to the Commonwealth and would
not enhance disclosure of the current cost of operations
of the authority.

Past Unfunded Liabilities

55. In relation to paragraph 15 of your memorandum, we
agree that any ‘decision to collect or not collect past
unfunded liabilities shouyld be approved under competent
authority. We do not agree however that further steps are
required to disclose the "true situation" in the notional
accounts for the reasons already given.

56. The broad issues affecting the superannuation
liabilities of the 15 authorities for which actuarial
reviews are currently being undertaken were considered by
the Government in the 1984/85 Budget context. The
Government.was asked to endorse broad principles or
guidelines to be adopted in setting the future employer
contribution rates and dealing with any deficiencies or
surpluses in past employer contributions and, while some
decisions were taken, other matters are yet to be resolved.

CONTRIBUTION RATES
Reason for Delay in Revising Interim Contribution Rates

57. The thrust of the comments in paragraphs 16, 17, 18
and 21 of your memorandum seems to be that the delay in
reviewing the interim employer contribution rates set in
1976 for the purposes of the "pay-as-you-go®™ arrangements
was due entirely to a lack of action on the part of this
Department. While we readily accept that, because of the
complexity of the task, pressures of other work and lack
of staff, the Department was slow to develop the necessary
policy framework for the review of employer contribution
rates, without a detailed analysis of the factors involved
we do not believe it is possible to say that the delay was
entirely due. to lack of action on our part.

58. Therelare four parties from whom an input is required
before actuarial reports can be prepared:

(a) the Department of Finanpce has to séttle the policy
. ahout the future of the "pay-as-you-go" arrangements
and then set the “terms of reference" for the
actuarial review,

(b) the AGRBO has to provide data about contributors and
pensioners on which the review is based,
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(c) the authorities need to provide financial data about
the contributions paid in past years, and

(d) the Australian Government Actuary has to undertake the
necessary actuarial analysis.

59. There were undoubtedly times between 1976 and 1983
when AGRBQ, the Actuary and this Department were not in a
position to make the input required of ‘them: a detailed
and lengthy examination would be necessary to determine
the critical paths involved. Unless that is done we
believe it is inappropriate to attempt to identify the
specific reasons for the delay and t0 attribute
responsibility.

EBffect of the belay on Authorities

60. The extent to which the delay in reviewing the
employer contribution rates "prevented" the
“pay-as-you~go* authorities from progressively recognising
their full swperannuation liabilities is, in our view,
uncertain,

61. As you point out, there were two interim contribution
rates set as at 1 July 1976, 15% of salary and 25% of
salary. The 25% rate was intended to cover the cost of
post retirement pension increases whereas the 15% rate was
not. As you know, the Australian Postal Commission and
the Australian Telecommunications Commission paid the
higher rate although it ultimately proved to have been too
high. Over the years since 1976 several authorities have
voluntarily increased their employer coéntribution rate
having made the judgment that their contribution rate
would be insufficient and out of a desire to ensure that
they were meeting their full accruing superannuation
liabilities. Other authorities have established
Provisions in their accounts to cover the expected cost of
post retirement pension increases. These authorities
therefore are able to recognise to a significant degree
their full accruing liability, despite the fact that a
detailed actuarial review has not been carried out.

62. The issue therefore seems to be whether the remaining
authorities were “prevented” from also recognising their
full liabilities because of the delay in undertaking the
actuarial review of the interim rates.

63 Perhaps the first thing to be said is that the
Australian Government Actuary in fact recommended in
June 1976 that the interim contribution rate for the
purpose of the "pay-as-you-go® arrangement be 15% of
salary and that the cost of pension increases be met
Separately. This recommendation was accepted and
authorities were advised on 13 July 1976 that an interim
contribution rate of 15% would apply. Authorities
generally were not advised of the alternative rate of 25%
of salary or of the amount necessary to cover the cost of
bension increases.
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64. About that time there was strong resistance in some
quarters to the setting of employer superannuation
contribution rates that included the cost of
post-retirement pension increases both on the grounds of
principle and because of the financial implxcatzogs. The
Australian Society of Accountants after consultation with
half a dozen senior members in April 1976 advised that

"It was the unanimous opinion of the people consulted
that present consumers should not be called upon to
meet the cost of future inflation”.

The report of the 1973 "Enquiry into Superannuation
Pensios Updating™ (Parliamentary Paper 1973 No 8) includes
at section 7.3 a selection of comments made by approved
authorities at that time expressing concern about the
financial implications for them of increasing
contributions to cover the cost of pension increases.
Although we believe this issue has ultimately begn
resolved in favour of including the cost of pension
increases in the percentage of salary contribution rate,
it was nevertheless of real concern at the time,

65. Secondly, some of the remaining authorities have been
reluctant to increase their contribution rate either
because they believe an increase is not warranted or
because they consider that they do not have the necessary
funds,

Action to be Taken Regarding Shortfalls in Funding

. aragraphs 20 and 21, you outlined some of the .
gggu;:nis fgr gnd against recovering shortfalls in funding
disclosed by the actuarial reviews currently being
undertaken and ask that we advise you in due course of the
approach to be taken to such shortfalls.

67. The matter is one for consideration by the Government
as already mentioned in paragraph 56 above. When the
Government has taken a decision we will let you know what
action is to be taken.

Timetable for Further Action

68. You ask in paragraph 22 that we provide a ti@etable
for. the various tasks associated with the actuarial
reviews. No such timetable has yet been prepared but we
will be giving further copsideration to this matter.

ACCOUNTING FOR CONTRIBUTIONS

69. We disagree with your suggestion that the slement of
employer contribution under the “pay-as-yog—gg .
arrangement that is applicable to future liabilities can
"be regarded as being held in trust by the Commonwea}t@ tg
meet future payments to ex-employees of those authorities".
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7C. The legal duty to provide the benefits to which
ex-employees are entitled rests with the Commonwealth (see
section 134(1) of the Superannuation aAct 1922 and

section 112(2) of Superannuation Act. 1976). Payment of
those benefits is in no way dependent on sufficient motey
having previcusly been paid by employers to the
Commonwealth. Consequently it is our view that payments
made by employers. to the Commonwealth under sections 145
and 159 are not held in trust by the Commonwealth for
ex-employees. Rather, payments made by enployers to the
Commonwealth pursuant to sections 145 and 159 are sinply
to acquit the employers® liability to the Commonwealth
under those sections. Once made, the payments become
revenue of the Commonwéalth and there is no need to
account for them through the Trust Fund.

T1. Subject to any further views you may wish to express,
we see no need to consult the Attorney=General's
Department on this matter.

EXTENT OF AUTHORITIES' LEGAL LIABILITIES FOR SUPERANNUATION

72. In paragraph 26 of your memorandum, you suggest that

we seek an opinion from the Attorney-General's Department
about the extent to which an unfunded liability should be
accounted for as a legal liability of an authority.

73. It seems to us that two separate issues are being
raised. The first is whether an unfunded liability
disclosed by an actuarial review is a *legal liability" of
the authority. The second is whether the unfunded
liability is to be brought into the authority's financial
statements and if so in what form. The £irst issue is a
matter for legal interpretation, the second clearly is not.

74. As you acknowledge, a statutory authority appears to
satisfy its legal obligations under sub-section 159(2) by
paying the amount required in accordance with the
arrangement entered into. If this is the case, then the
authority is under no legal obligation to pay any
additional amount to the Commonwealth under the terms of
section 159,

75. In our view the pertinent question from a legal point
of view is whether an arrangement entered into for the
purposes of section 159(2) that involves payments to the
Commonwealth that are insufficient to overcome an
actuarially calculated unfunded liability would constitute
"a fair basi§ of payment™ within the meaning of
sub-section 159(2). If it does not then there would be
implications for the arrangement as a whole. Whether an
arrangement constitutes a “fair basis of payment® is of
course a judgment that could only be made after careful
analysis of the facts in an individual case. Accordingly,
there seems to be little point in approaching the
Attorney-General's Department, at this stage, when
decisions have not yet been made about the arrangement to
apply to individual authorities as a result of the current
reviews.
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76, Where an actuarial review discloses a deficiency in a
notional account, it iz an accounting question as to
whether such a deficlency should be disclosed in the
financial statements of the authority. As explained in
Mr Whalley's letter to Mr Hill of 8 September 1982, the
Minister for Finance agreed that, as a general rule, the
financial statements of statutory authorities contributing
on the "pay-as-you~go® basis are not to include reference
to deficiencies or surpluses in notional accounts. I have
asked that the matter of disclosure be taken up between
the Audit Office and the Financial Management and
Accounting Policy Division of .this Department concerning
the updating of the Minister for Finance's Guidelinas for
the Form and Standard of Fipancial Statements of
Commonwealth Undertakings. In this regard, you will be
aware that there are no extant accounting standards in
this area and that the Australian Accounting Research
Foundation currently has on its work progrdm, the issues
of retirement benefits and superannuation accounting., It
is hoped some positive guidance on these matters will be
forthecoming.

OTHER MATTERS

Determinations by the Minister for Pinance under
Section 159(1) of the Superannuation Act 1976

~77. In response to paragraph 27 of your memorandum, I

advise that no determinations have as yet been made by the
Minister for Pinance under this sub-section.

78. The determinations provided for under

sub=-section 159(1) of the Superannuation Act 1976 appear
to provide a means whereby the Minister for Finance can
reduce an authority's liability to the Commonwealth for
cost recovery purposes to something less than ;he .
liability for the whole pension or other benefit paid.
The cost recovery arrangements as now developed will
involve no liability devolving on the avthority for some
pensions or other benefits and only a part liability in
other cases and may not be capable of being implemented
under sub-section 159(1) as‘p:esently.drafted. As a
consequence, some revision of the legislation may be
required.

Declarations Pursuant to Sub-Section 139(1)} and (1A) of
the Superannuation Act 1376

79. Again in response to paragraph 27 of your memorandum,
I advise that no declarations have as yet been made by the
Minister for Finance under these sub-sections.

80. A declaration would enable the cost of providing
superannuation benefits for a statutory office holder to
be recovered from an appropriate authority. There will be
a considerable amount of time consuming work involved in
deciding whether a declaration is app:oprxatii;n a . tew

ular case and implementing recovery action. 1In v
g;rtiz relatively minor amounts involved, this matter has
not received a high priority. Bowever, we do appreciate
the need to give attention to it in due course.
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Arrangements between the Commonwealth and the Northern
Territory .

8l. There have been ongoing discussions over an extended
period between the Commonwealth and the Northern Tercritory
Government, about the arrangements under which the Northern
Territory Government is to meet its share of the cost of
superannuation benefits for those employees who are
contributors to the Commonwealth Superannuation Scheme.
Proposals for a resolution of this matter have been put to
the Minister for Pinance for consideration.

Copies of Regulations and Delegations

82. As requested, I attach a copy ¢f the Superannuation
(Approved Authorities) Regulatjons as consolidated to
31 July 1380 together with copies of all Statutory Rules
made since that date amending those regulations.

83. Also attached, as requested, is a copy of the
delegations made by the Minister for Finance under the
Superannuation Acts 1922 and 1976.

Trust Accounts

84. Paragraph 28 of your memorandum says that at the
meeting on 21 December 1983 representatives of this
Department undertook "to examine the arrangements for
contributions by Trust Accounts” and you asked for advice
regarding the outcome of that examination.

85. The undertaking given was to provide a complete list
of those entities that are not approved authorities but
nevertheless are making employer superannuation
contributions to the Department of Finance. This list is
attached. No undertaking was given to carry out a general
examination of the arrangements for meeting superannuation
costs through Trust Accobints at this time.

N
Sankartles_
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e AUSTRALIAN AUDIT OFFICE CEMENT €
ar Moore and Audd Streets, Canbersa City. ACT 2601
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Telegrams "Comaudit’
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Prease quate J Talephone 484711
F84/754

1 9FEB 1985

The Sacratary
Department of Finance
Newlands Streat
PARKES ac? 2500

Attention Ms S. Fenwick

ADMINISTRATION BY THE DEPARTMENT OF FINANCE OF ACTIVITIES
RELATING TO EMPLOYER CONTRIBUTIONS BY STATUTORY AUTHORITIES
TO THE COMMONWEALTH SUPERANNUATION SCHEHME

Thank you for the comprehensive reply of 10 September 1984
to this Office's memorandum of 7 February 1984 on the above
subjecl. Your further L3 o5 thae matters sof sut below

would be appreciated.

Administiative and Inteinal Controls

"Pay-as~you~ge" Authorities

2. Paragraph 9 of your memorandum advises that in 1976
it was not possible to check whether authorities were paying
the correct amount of contributions because AGRBO records
wezre not sufficiently up to date at that time and costing
information was not readily available from the Finance
Ledger System. In paragraph 13 it is acknowledged that
there may be circumstances in which a check of the
correctness of contxibutions would prevent the necessity of
imposing artificially high rates to correct deficiencies in
the notional accounts which had accumulated because of
undetected errors in contributions.

4. The need for this check arose with the introduction
of the new Scheme in 1976. The absence of actuarial
assessments for a large proporition of the authorities
involved may already have brought about this condition. You
have indicated that the proposed introduction of a computer
based system may provide the facility for this check. Your
advice of actiion proposed to overcome the deficiency in the
current system pending the introduction of the computer
based system would be appreciated.
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Emerging Cost Autharities ~
S. Paragraph 14 of your memorandum advises that AGRBO
issues a copy of an advice specifying the amount payable by
each authority to the Regional Office of the Department at
which the payment is to be made. Your comments on the
action taken by Regional Offices on these advices would be
appreciated.
6. It is understood that a copy of the AGRBO advice is
also sent to the Retirement Benefits Branch and that the
Branch records payments received from emerging cost
authorities to a card record from monthly cost statements ~
your paragraphs 16 and 17 refer. It would seem more
effective if the Retirement Benefits Branch were to be
solely responsible for the initial recording of the advices,
check of receipts and follow-up of overdua amounts.

Proposed Computer Based System

7. Paragraphs 26 to 28 of your memorandum advise that
the Department is giving at$ention to the feasibility of
setting up a computer based system for monitoring employer
contribution receipts in order to strengthen administrative
and intarnal controls.

8. It is understood that a broad specification for the
system has heen prepared and that the spécification has bezen
put to the Depariment's Priorities Review Committee., This
Office would appreciate further information on the nature of
the proposed system, including particulars of the
development timetable for its implementation.

Accounting for Receipts Against Individual Authorities

9. Paragraphs 22 and 23 of your memorandum indicate
that there was little need to account for employer
contributions by individual authorities under -the pre 1976
pension scheme and that the recording of contributions on'anm
authority by authority basis was not introduced until the
1979/80 financial year. When this information was reguired
in order to provide complete information for the actuarial
investigations it was necessary to rely lazgely on the
details supplied by authorities. . :

10. Your advice is sought on whether the curxzent '
recording system is now satisfying the criteria of
completeness and accuracy necessary for the information to

be used for its intended purposes. .
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Disclosure in Financial Statements of Information about
Superannuation Liabilities

11. Paragraph 7 of this Office’s memorandum referred to
the need for the Retirement Benefits Branch o liaise with
the then Accounting and Supply Divisien in developing a
common and precise approach to the disclosure in financial
statements of information on superannuation liabilities.

12. Although your reply (paragraph 25) does not
specifically address this issue; il is noted from
Departmental papers that correspondence concerning the
disclosure of superannuation liabilities was exchanged
between the Retirsment Benefits Branch and the Public
Administration and Accounting Development Branch in
Septanber/October 1984 on proposed amendments to the
Guidelines for the Form and Standard of Financial Statements
of Commonwealth Undestakings. Your advice of developments
in this matter would be appreciated.

Adjustment of Past Deficiencies/Surpluses

13. The submission to Cabinet leading to the decision of
1 August 1984 referred to the resulis of the actuarial
reviews of 10 statutory authorities, 7 of which disclosed
past surpluses/deficiencies. Recommendations (b)(ii)} and
{pj{iii) of the Submission proposed means by which these
past surpluses/ deficiencies gould be eliminated.
Discussions with Ms Fenwick of your Department have
indicated that Cabinet did not make a decision on those
parts of the suybmission. It would therafore appear that the
authorities mentioned in the submission and those for which
actuarial reviews have been completed since will continue to
carry surpluses/deficiencies in their notional accounts.

14. 1f the above is a correct interprestation of the
situation, your advice would be appreciated on what further
or altewnative action the Department has under consideration
to adjust past surpluses/deficiencies disclosed by actuarial
reviews. If specific adjustment of these
surpluses/deficiencies is not to be undertaken your comments
are requested on the effect on the arrangements entered into
under section 159(2) of the Supersnnuation Act which
provides for a "fair basis of payment to the Commonwealth of
amounts paid, payable or likely to be payable". Your
further advice on the need to seek advice from the
Attorney-General's Department on the extent of authorities’
liabilities would also be appreciated in viaw of Cabinat's
decision which requires ongoing contribution rates to be
sufficient to meet the full cost of benefit accruing for
further service by the authority's CSS membexs.
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Timetables for Actuarial Reviews

15, ° Paragraph 68 of your memorandun indicated that
consideration was being given to the preparation of
timetables. Your advice as to developments in this regard
would be appreciated, particularly in planning for on-going
actuarial reviews at regular intesvals.

Accounting for Contributicns - Trust Fund

16. Your comments in paragraphs 69 to 71 have been
noted. ’
i7. In the case of emerging cost authorities it is noted

that employer contributions-are not credited to revenue, as
they are for pay-as-you-go authorities, but are accounted
for as a reduction to expenditure of the special
appropriation item under which benefits are provided. It
would appear that under this arrangement there is an
intention to match contributions received with those paid.

18. As mentioned in paragraph 23 of this Office’s
memorandum it is considered that because the contributions
paid by ‘pay-as-you-go' authoritiés include an element which
is applicable to future liabilities, this element may need
to be accounted for through the Trust Fund. In order to put
the issue. beyond doube, it is suggested that the opinion of
the Attorney-General's Department should be sought.

19. Further, your advice of the reasons for the
different accounting treatments for contributions received
from 'pay-as-you~go' and emerging cost authorities would be
appreciated as they appear to be intonsistent with paragaph
70 of your memorandum in which it is stated that receipts
under section 159(2) arrangements constitute ravenue of the
Commonwealth.,

Txust Accounts

2G. Paragraph 29 of this Qffice's memorandum referred to
inconsistencies between certain bodies which cperated
through trust accounts established under section 62A of the
Audit Act as to whether they paid employer contributions.
From discussions with Ms Fenwick of your Department, it is
understoocd that the Department does not have any general
policy on the treatment of such bodies. Your comments on the
need to introduce uniform arrangements for the accounting of
the employer element for superannuation contributions from
these bodies would be appreciated.

21. Paragraph 38 of your memorandum advises that the
Defence Service Homes Corporation is not liable for employer
superannuation contributions. However, it is noted that the
Insurance Division of the Defence Service Homes Corporation
applies a rate of 20% of salaries for superannuation. A&an
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amount of $§179,164 was credited to DSH Revenue - Other in

1983-84 (95-30, 1364-62) which is accounted for as revehue
of the Department of Veterans' Affairs. Your comments on

this apparent anomaly would also be appreciated.

Northern Tesritory

22. Your advice of the current position in respect of
employer contributions by the Northern Territory
administration in respect of its employees and those ¢f its
statutory authorities who are members of the Commonwealth
superannuation Scheme would also be appreciated.

2-. néLL/s:

C.T. Monaghan
First Assistant Auditor-General




ATTACELTINT D

EXTRACT FROM SUPERANNUATION LEGISLATION AMENDMENT BILL 1985

Payments to the Commonweslth by authorities in respect of eligible
employees

24, (1) Section 159 of the Principal Act isamended—

(a) by inserting in sub-section (1) *, whether before or after that amount is
paid out of the Consolidated Revenue Fund,” after “declared by the
Minister™;

(b) by inserting in sub-section (1) *, subject.to any determinations made
under sub-section (2)," after “the authority shall™;

(c) by omitting from sub-section (1) “less, where an amount has been paid
ot is payable out of the Superannuation Fund into the Consolidated
Revenue Fund in respect of the person, such amount as the Minister
determines,"™; '

(d) by inserting in sub-section (1A) **, whether before or after that amount
is paid out of the Consolidated Revenue Fund,” after “declared by the
Minister™s

(¢) by inserting in sub-section (1A) *, subject to any determinations made
under sub-section (2),"” after “the authority or body shall”;

() by omitting from sub-section (1A) “less, if an amount has been paid or
is payable out of the Superannuation Fund into. the Consolidated
Revenue Fund in respect of the person, such amount as the Minister
determines,”;

(g) by omitting sub-section (2) and substituting the following sub-sections:

“(2) Subject to sub-section (2A), the Minister may, from time to
time, detcrmine in writing that, in lieu of the amounts payable under
sub-section (1) or (1A) to the Commonwealth by—

(a) an authority or body specified in the determination; or

(b) authorities or bodies of the kind specified in the determination,
the autherity or body, or authorities or bodies of that kind, shall pay
to the C ith leulated in d with the
method specified in the determination and the authority or body, or an
authority or body of that kind, as the case requires, may apply for that
purpose any moneys under its control,

“(24) A determination by the Minister under sub-section (2) shall
not have the effect of making an authority or body liable, in particular
circumstances, to pay to the Commonwealth an amount greater than:
the amount that the authority or body would be liable to pay to the
Comimonwealth under sub-section (1) or (1A) in those circumstances.

136

20

25

35

20

35

Sup {on Legisl Armend) No. 1985 17

“(28) A determination under sub-section (2) applies to amounts
that become payable alter the determination is made and may, if the
determination 50 specifies, apply in relation to-amounts that became
payable before the determination is made.

“(2€) Nothing in sub-section (1), (1A) or (2) shail be taken to
imply that 2 or mare authorities or bodies cannot, under that
sub-section, be liable to pay amounts to the Commonwealth in-respect
of the same amount, being an amount that has been paid out of the
Consolidated Revente Fund to or in respect.of 2 person who is or has
been an eligible employee, being an eligible employee—

(a) whoisorwasemployed;or

(b) who is, by virtue of a declaration or declarations un_der that

sub-section, to be treated, for the purposes of this section, as if
the eligible employes were or hadbeen employed,
by each of those authorities or bodies.

“(2D) An authority or body (whther or not the:authority or body
is or has been. an approved authority) may, and, if the Minister so

ditects, shall, enter into an ar with the Minis for the
making of pay to the'C Ith by the authority or body,

in liew of payments that, but for the arrangement, the authority or body
would be required to make under sub-section (1), (1A) or (2), beingan
arfangement.that the Minister is satisfied will provide a fair basis of

payment to the Commonwealth in respect of amounts—
(a) that have been paid, are payable or are likely to become
ble, in 3 isions.of this Act, out of the

Consolidated Revenue Fund; and

(b). in respect of which, but for the arrangement, the authority or
body would be, or would be likely to become, linble to make
p ts to the C Ith under subssection (1), (1A) or
()

and the authority or body may apply foié the purposes. of the
arrangement any moneys under its control.”;

(h) by omitting from subssection (3) “sub-sections (1) and (2)" and
substituting “sub-section (1)”; and .

(j) ‘by addingat the end the following sub-section:

“(4) The refecence in sub-section (2) to an amount calculated in
accordance witha method specified in a determination shall be read as
includinga referenceto anil amount.”,

(2) Anarrangement entered into in pursuance of sub-section 159 (2) of lh'e,
Principal Act and in force immediately before the: commencement of this
section continues in force; on and after the commencement of this section, for
the purposes of the Principal Act as amended by sub-section (1) a5 if the
arringement had been entered into under sub-section 159 (2D) of the Principal
Actassoamended.




PART [II—AMENDMENTS OF THE SUPERANNUATION ACT
1922 :

Principal Act
26. The Superannuation Act 1922 is in this Part
Prisipal Act art referred to as the

27. (1) Section 145 of the Principal Act i I i
section is substituted: ? 5 tepealed and the following
Payments to the Comnmonwealth by approved authorities

“145. (1) Where any peasion or other benefitis payable on or after 1 July
1976 under this Act to or in respect of any person who was employed by an
approved authority, the authority shall pay to the Commonwealth, in respect of
the payment of that pension or other benefit—

{a) suchamount as the Minister determines; or

(b) an amount calculated in accordance with a method determined by the
Ministerin respect.o.f the authority or in respect of authorities included
ina class of authorities to which the authority belongs,

and the authority may apply for that purpose any moneys under its control.

“(2) A determination under sub-section (1) ‘may be made at any ti
before or aftar the pension or other benefit becognis pa}yable. r time
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“(3) Nothing in sub-section (1) shall be taken to imply that 2 or more
authorities cannot, under that sub-section, be liable to pay amounts to. the
Commonwealth in respect of the same amount, being an amount that has been
paid 1o or in respect of a person who has been employed by each of those
authorities.

“(4) An authority may, and, if the Minister so directs, shall, enter into an
arrangement with the Minister for the making of payments to the
Commonwealth by the authority, in lieu of payments that, but for the
arrangement, the authority would be required to make under sub-section (1),
being an ar that the Minister is satisfied will provide a fair basis of

tothe C {th in raspect of paid, payable or likely to
become payable out of the Consolidated Revenue Fund to or in respect of
persons who have been'employed by the autharity and the autharity may apply
for the purposes of the arrangement any moneys under its control,

*(5) Where—

(2) but for this sub-section, an authority would be liable to pay to the
Commonwealth an amount or amounts in respect of any pension or
other benefit that was paid before 1 July 1976 under this Act; and

()] th; Minister determines that the authority should be relieved of that
liability,

the authority ccases, upon the making of the determination, to be liable for that
amount or those amounts.

“(6) The teference in sub-section (1) to an amount determined by the
Minister, or to an amount calculated in accordance with a method determined
by the Minister, shall be read as including a reference to a nil amount.”.

(2) Anarrangement entered into in pursuance of sub-section 145 (2) of the
Principal Act and in force immediately before the of this
section continues in force, on and after the commencement of this section, for
the purposes of the Principal Act as amended by sub-section (1) as if the
arrangement had been entered into under sub-section 145 (4) of the Principal
Actassoamended.

NOTES

1. No. 3!, 1976, as amended. For previous di see No. 51, 1976; No. 80, 1577;
Nos. 17, 134, 165 and 170, 1978; Nos. 52 and 155, 1979; No. 177, 1980: No, 92, 1981;
No. 92, 1983; and No. (65, 1984.

2. No. 33, 1922, as nded. For previous d see No. 45, 1924; No. 22, 1930;
No. 10, 1931; No. 45, 1934; No. 28, 1937; No. 53, 1942; No, 18, 1943; Nos. 15 and 30,
1945; No. 2, 1946; Nos. | and 35, 1947; No. 19, 1948; No. 76, 1950; Nos, 49and 62, 1951;
No. 92, 1952; No. 11, 1954; No, 27, 1955; Nos. 19 and 112, 1956; Ne. 94, 1957; No. 45,
1958; No. 102, 1959; No. 102, 1963; Nos. 97 and 154, 1965; Nos. 69 and 86, 1966; No. 52,
1967;. Nos. 49 and 57,.1968: Nas, 14 and 26, 1969; No. 46, 1971; Nos. 46, 83 and 135,
1973; No. 216, 1973 (as amended by No, 20, 1974); No, 59, 1974; Nos. 32 and 37, 1976;
No. 17, 1978; No. 92, 1981; and No. 63,1984,

Printed by Authority by the Commonwealth Government Priater (64/85)
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ATTACHMENT E

SUPERANNUATION LIABILITIES CF COMMONWEALTH STATUTORY
AUTHORITIES ~ DISCUSSION PAPER

1. Background

Under the Superannuation Acts (1976 and 1922) statutory
authorities or other bodies that have been specified by
Regulation as 'approved' authorities, are required to meet
the cost of the employer share of benefits that become
payable in respect of their employees. An ‘approved!
authority may meet its employer commitment either on the
'emerging cost' basis or by the 'pay-as-you-go' (PAYG)
arrangement. In his September 1984 report the
Auditor-General raised the question of whether or not a
liability exists under these methods of providing for
‘superannuation, and it is this issue that is addressed in
this paper.

2. Emerging Cost

2.1 With the emerging cost basis, the authority
concerned reimburses the Commonwealth for the cost of
benefits as they are paid. Under g 159(1) of the
Superannuation Act 1976 (s 145(l) of the 1922 Act) an
approved authority is required to pay each fortnight an
amount equal to the total amount paid out of the
Consolidated Revenue Fund to eligible employees of that
authority in that fortnight.

2,2  Pay-as-you-go (PAYG)

2.2.1 As an alternative to using the emerging cost basis,
8 159(2) of Superannuation Act 1976 (s 145(2) of the 1922
Act) empowers the Minister for Finance to enter into other
types of arrangements with authorities (whether they are
approved authorities or not) provided the arrangement is a
‘fair basis' of payment. PAYG is the more common
arrangement.

2.2.2 Authorities that use PAYG arrangements fortnightly
Pay the Commonwealth a percentage of their total salaries
for superannuation purposes. This percentage is based
upon actuarial assessment of the authority's
superannuation liability and is intended to be sufficient
to cover the estimated cost of future superannuation
payments in respect of the authority's staff.

3. Einancial Statements

3.1  Statutory authorities are required under their
enabling legislation to produce annual financial
statements, and in most cases the financial statements are
required to be in a form approved by the Minister for
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Pinance and involves ¢compliance with the principles and
policies outlined in ‘Guidelines for the Form and Standard
of Pinancial Statements of Commonwealth Undertakings' .(the
fGuidelines') which in effect requires authorities to
adopt full accrual accounting. .

3.2 In order to consider whether accrual accounting
should have regard to superannuation commitments, it is
relevant to assess whether those commitnments constitute
*liabilities' in an accounting sense.

4. Aze Superannuation Commitments 'liabilities'?

4.1 At present, the Australian accounting profession has
not adopted or endorsed- a particular definition of the
concept of 'liability?’. Howeéver, work is currently being
undertaken by the Australian Accounting Research
Foundation to define the meaning of accounting concepts
(such ag 'liability') within a 'conceptual framework' for
the development of accounting standards.

4.2 It is apparent from accounting literature that
considerable attention has been devoted to the question of
whether the notion of ‘liability' is limited to legal
obligations, or-whether it embraces a wider set of
commitments..

4.3 The pronouncements. of the Financial Accounting
Standards Board (FASB) in the USA constitute the most
authoritative statement yet issued as to the meaning of
'liability'. The PASB's interpretation of the concept of
*liability' is widexy than mere legal obligations. The
Board's Concepts Statement No 3, 'Elements of Financial
Statements of Business Enterprises' (1980}, contains the
following definition of a 'liability’:

"probableé future sacrifices of economic benefits
ariging from present obligations of a particular
entity to transfer assets or provide services to
other entities in the future as a result of past
transactidns or events.”
The Accounting Standards Review Board (ASRB)Y has "adopted”
the FASB's definition as an "assumption relating to the
concept of liability”.

4.4 If it is accepted that superannuation benefits are a
form of deferred compensation for services already
rendered, then, under the FASB's definition, an employer‘s
superannuation commitment would constitute a *liability’.
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4.5 The FASB'sS proposals relate primarily o the priv
sector. However, it is significant to notg that a gnitzge
States-Canadian body, the National Council on Government
Accounting, has_followed the FASB's lead in proposing that
the superannuation commitments of government bodies be
treated as 'liabilities'.

4.6 Support for this view can be found in the NSW Public
Accounts Committee’s 'Report on Superannuation Liabilities
of Statutory Authorities'. A.submission from Arthur
Anderson & Company to the Committee expressed strong
support for the contention that unfunded past service
costs associated with superannuation commitments should be
treated as ‘liabilities' in both the private and the
public sector. Their opinion is based on the argument
that the most generally acCepted accounting concept of
'liability' does not regard legal status as determinant,
and that these commitments arise from past transactions
and represent compensation for past services.

4.7  Another submission to the NSW Committee, from the
Bustralian Society of Accountants, drew attenkion to the
fact_that the legal status of the superannuation
commitments of statutory authorities is different to the
private sector. From the viewpoint of a statutory
authority, the employment of staff carries with it a firm
obligat;on to meet retirement benefits. The conditioned
obligations of such an authority are prescribed by law
{rather than in conditional clauses in a trust deed which
is the case in the private sector). a statutory authority
is unable to resile from those commitments. However, the
government could amend the law to reduce superannuation
benefits in the future.

4.8 The Committee concluded that the obligation of
statutory authorities to provide superannuation benefits
should be regarded as liabilities for the purpose of
f£inancial reporting.

5. Difference between obligations under emerging cost
and PAYG

5.1 The conclusion reached by the NSW PAC is a general
one which does not consider whether there is a difference
between superannuation commitments under the emerging cost
basis and the PAYG arrangements. The nature of the
obligationr of an authority under the two gystens is
different and the difference should be recognised.
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5.2 Emerging Cost

Authorities chosing the .emerging cost method defer
reimbursing the Commonwealth for the employer’s share of
superannuation benefit payments. This may be because in
the authority's opinion its current earnings are not
sufficient to make employer contributions {and in the
future they will be), or that the funds can be better
employed by retaining them in the entity. Whatever the
underlying reason it is clear that these bodies carry a
"liability", ie an obligation to make employer
contributions in the future when benefits are paid or
payable.

5.3 pave

5.3.1 The obligation under the PAYG arrangement is gquite
different. An authority operating under this arrangement
makes employer contributions which are 'credited' to a
notional fund at a rate determined by the Minister for
Finance. These contributions are made regardless of the
fact that benefits may sometimes not be paid eg when
employees leave before they are eligible to draw a pension.

5.3.2 The PAYG method envisages that an authority's
obligation will be fully funded, that is, -the present
value of all future employer f£inanced benefits payable to
the authority's former and present employees will be equal
to the present value of the notional fund plus the present
value of future contributions. While the intention is
that exactly the full liability for superannuation
benefits is met as they accrue, whether this in fact
occurs depends on the accuracy of the actuarial estimates.

5.4 Actuarial Deficits

5.4.1 An actuarial review may determine that the initial
actuarial assessment estimated a contribution rate that
was too high or too low which implies that the rate should
be revised. Where the contribution rate has been too low,
ie where an actuarial deficit exists, the present value of
the notional fund plus the present value of the future .
contributions is lower than the present value of all
future employer financed benefits payable to the
authority's former and present employees. It can be
argued that the deficit is a liability (the "unfunded
liability") of the employer.

5.4.2 In terms of s 159(2) of the Superannuation Act 1976
it would seem that having made payments on what was
initially agreed to be a 'fair basis' an authority has
discharged its legal obligation. So, if a liability for
actuarial deficits exists it is not of a legal nature.
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5.4.3 Whether or not an actuarial deficit constitutes a
‘liability' of the authority concerned depends on how the
deficit is financed. To date there is no policy on the
treatment of actuarial deficits. If an authority was
required to meet the shortfall, ie pay the additional
amount to the Commonwealth, then a liability could exist.
This would only be so 1f, rather than making the payment
imnmediately, an authority deferred the payment until some
future date. If, on the other hand, the shortfall was
required to be met by the Commonwealth, as seems implicit
from section 159(2), no liability would be incurred by the
authority but liability would be assumed by the
Commonwealth.

6. FINANCE VIEW

6.1 The definition of 'liability' determined by the
FASB, and adopted by the ASRB, is, pending further
consideration of relevant concéptual issuea in the
Australian context, sufficiently authoritative to warrant
firm assertion for the purposes of this iasue.

6.2 Emerging Cost

Statutory authorities using the emerging cost basis pay
their employer contributions when the benefit becomes.
payable. There is a present obligation resulting from
past events and the "sacrifice of economic benefits™ (ie
payment of employer contribution) will occur at some time
in the future if an employee eligible for benefits
leaves. Under the FASB's definition such an arrangement
creates a 'liability’ for those authorities and should be
recognised and reported as such.

6.3  PAYG

Under the pay-as-you-go method there is also a present
obligation to make employer contributions. However the
contributions are neither "probable" or paid in the
future. The authorities make payments periodically and in
effect discharge obligations as they arise. The employer
contribution of PAYG authorities do not constitute
*liabilities' in terms of the FASB's definition, and
should not be treated as suéh in their filnancial
statements.

6.4 Actuarfal Deficits
A policy on the treatment of actuarial deficits is
required. In formulating such a policy it should be kept

in mind that the amount of employer's contributions
(calculated from initial actuarial estimates) are not
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.
considered to be liabilities and it may appear
inconsistent to treat differences, created by revising
detuarial estimates, as such. The process of revision is
megely.that, a pevision to the contribution rate, and
accounting for this revised rate should be no different
from the pre-revision treatment although it might be
appropriate to take into account in striking thé Tevised
rate, the deficit (or surplus) that notionally accrued in
the period betwaeen estimates,

7. Accounting Guidelines

The "Guidelines for the Form and Standard of Financial
Statements of Commonwealth Undertakings " (the
"Guidelines”), issued by the Minister for Finance in May
1983, were revised in January 1985 to incorporate recently
promulgated Australian accounting standards and to refine
some financial reporting requirements. The revised
Guidelines require additional information on
superannuation arrangements to be disclosed by way of note
in financial statements (see Attachment 'A). Thig
requirement was included f£ollowing comments by the
Auditor-General that a specific and uniform approach to
the disclosure of superannuation information is needed.
For the reasons outlined above the requirements of the
Guidelines do not extend to reporting a liability with
respect to PAYG arrangements. They do, however, require
quite extensive disclosure of information relating to
superannuation arrangements in the notes to the accounts,
including differences between the balance of an
authority's notilonal account and the present value of
future benefits payable to pensioners and the benefits
accrued in resgpect of service to date by contributors.

Accounting Development Section
June 1985
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ATTHCHMENT A
(OF ATTACHMENT

In the absence of any extant accounting standards in Australia
in the superannuation area, details indicating the general
nature of superannuation arrangements made for employees in
;eipect of each pension plan or scheme are to be provided as
ollows:~ '

. the associated employee group;

. the pature of the employer's obligation to make
contributions;

. the amount of employer contributions paid or payable in
respect of the current and previous: accounting period:

. the date of the last actuarial review of the plan or
scheme;

. the ongoing contribution rate (expressed as a

percentage of superannuable salaries) recommended by
the actuary as sufficient to meet the cost of benefits
accruing in respect of future service, allowing for new
entrants;

o explanation of any material departures from the
actuary's recommended contribution rate;

. where employers contribute to the Commonwealth
Superannuation Scheme on the “pay-~as-you-~go® basis, the
amount by which the balance in the authority's notional
account is less than or exceeds the present value of
future benefits payable to pensioners and the benefits
accrued in respect of service to date by contributors;

. in the case of other authorities which operate on the
"emerging cost™ basis, whether the employer
contributions retained in the entity are based on
actuarial advice and are expected to be sufficient to
pay the employer share of employee superannuation
benefits as and when it becomes payable;

. other relevant information.
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JOINT PARLIAMENTARY COMMITTEE OF PUBLIC ACOOUNTS INQUIRY
INTO THE REPORT OF THE AUDIZOR~GENERAL ~- APRIL 1985

SUPPLEMENTARY SUBMISSION BY THE DEPARTMENT OF FINANCE ’

1
9.3 COMMONWEALTH SUPERANNUATION SCHEME - EMPLOYER
CONIRIBUTIONS BY APPROVED ADTHORITIES OR OTHER BODIES

This supplementary submission updates the information
provided to the Committee in the Department of Finance's
submission of 14 June 1985, Like the original submission,
this submission deals with relevant matters under the same
headings as were adopted in the Auditor-General's

April 1985 report.

NON-PAYMENT OF EMPLOYER CONTRIBUTIONS BY APPROVED
AUTHORITIES

2. 2s noted in the Department's earlier submission, the

practice of treating some Budget-dependent authorities as
if they were exempt from their obligation to pay employer
contributions was terminated with effect from 1 July 1981.

RECOGNITION OF STATUTORY OBLIGATION 10 PAY

3. The Department's earlier submission advised that the
Superannuation Legislation Amendment Bill 1985, which was
introduced in the Senate on 23 April 1985, contained
amendments to $.159 of the Superannuation Act 1976 and
5.145 of the Superannuation Act 1922. Those amendments
would have enabled the Minister for Finance to make
determinations to implement the Government's decision that
an authority should not be required to meet the liability
for benefits that accrued from service by its staff at a
time when the authority was treated as if exempt from the
obligation to pay employer contributions. The Senate,
however, did not pass the Bill.

4. On 19 March 1986 a further Bill, the Superannuation
Legislation Amendment Bill 1986, was introduced in the
House of Representatives., This Bill incorporates the same
amendments to s.159 of the 1976 Act and s8.145 of the 1922
Act as were included in the 1985 Bill, The Bill was
passed by the House on 16 April and is awaiting
presentation to the Senate.

CQONTRIBUTION RATES

5. On 6 December 1985 the Minister for Finance tabled a
gtatement in the Senate concerning the superannuation
liabilities of Commonwealth statutory authorities. That
statement outlined the results of reviews undertaken by
the Australian Government Actuary of the percentage of
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salary: contribution rates paid by 16 of the largest
authoxities and advised, inter alis, that:

+ action was being taken, where necessary, to adjust the
on-going contribution rates being paid by the
authorities concerned; . :

« the Government had decided that those authorities with
a deficit in past contributions would be required ito
make good only the part of the deficit that arose in
respect of benefits accrued from service by staff
since 1 July 1976; and

. an actuarial review of the employer contribution rate
paid by other authorities would be undertaken.

A copy of the Minister's statement is at Attachment A.

6. Of the 16 authorities reviewed, the required .
adjustment to the on-going rate of employer contributions
remains a matter of concern only in relation to the
Canberra College of Advanced Education. The provision of
funds to the Canberra College of Advanced Education to
meet its superannuation liabilities is to be considered in
the context of funding superannuation costs for higher.
education institutions generally.

7. Bs the Minister announced in his statement, a
deficiency in contributions. paid since 1 July 1976 by any
one of the 16 authorities will generally be made up by an
increase in the authority's on-going employer contribution
rate over a period of years. A surplus will generally be
eliminated by a corresponding reduction in the
contribution rate. With one exception, efforts are being
directed toward having variations in on~going contribution
rates to take account of deficiencies or surpluses in .
place by 1 July 1986. The deficiency in respect of the
Canberra College of Advance Education will be addressed in
the context mentioned above. - . .

8, The Actuary is presently compiling a report on the
contribution rates paid by the remaining "pay~ag-you-go"
authorities, It is expected that revised on-going :
contribution rates will be available in time to be
implemented, where necessary, from 1 July 1986, While
final figqures are not yet available, preliminary results .
indicate that the employer contribution rates regpired to .
meet the cost of benefits are unlikely to be less than

20 percent of superannuable salaries and may be higher.
All the authorities concerned have been advised of the
proposed adjustment in rates from 1 July.
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9. 2s yet no decision has been made concerning the
treatment of any surplus or deficit that could be said to
have arigen since 1 July 1976 in the case of the remaining
"pay-as-you-go" authorities. 2ny adjustments that might
be required will be worked out in discussions with the
authoritiea concerned during 1986/87. :

10, As advised in paragraph 24 of the Department's earlier
submission, it is intended that further actuarial reviews
will be carried out at three-yearly intervals. With one
exception, follow-up reviews for the 16 larger authorities
will be made on the basis of data accumulated to

30 June 1986. The Actuary revised his calculations in
respect of the Health Insurance Commission in the light of
a significant increase in the number of its Commonwealth
Superannuation Scheme members between 30 June 1983 and

30 June 1985, A follow-up review for the Commission
therefore is not now due until 30 June 1938.

MONITORING ROLE BY THE DEPARTMENT OVER AUTHORITIES®
CONTRIBUTIONS

11, A computer-based system to monitor the accuracy and
frequency of payments of employer contributions by
authorities has been developed and is now in the early
stages of operation., The Rustralian Audit Office’s
concurrence was sought and received for the basis of
estimating the contributions due from authorities for the
purpose of the monitoring system. Work is currently being
undertaken to refine the tolerances built into the

system. Some historical data from the Australian
Government Retirement Benefits Office's records and the
Department’s Ledger and Pay Systems has been incorporated
in the system but further data is required to complete the
records of past payments.

12. During this "bedding-down™ of the system, manual
checking of the timeliness of the contributions paid by
authorities is continuing. It id intended to continue
with parallel manual checking until it is clear that the
asystem is functioning as intended.

13. The Department is also wundertaking an investigation of
the contributioris paid by authorities in 1984-85.

Authorities have been requested to provide explanations of
any apparent discrepancies between the amount of employer
contributions estimated as due in the year and the amount
paid. Analysis of the reasons for any discrepancies will
agsist in refining the tolerances mentioned above.
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TRUST MONEYS ASPECT OF ELEMENT OF CONTRIBUTIONS RELATING
10 FUTURE LIABILITIES RIS

14, The Department's earlier submission expressed the view
that contributions paid by authorities are not held in
trust by the Commonwealth but are the acquittal of the
authority's liability to the Commonwealth under s.345 of
the 1922 act and 8,159 of the 1976 Act. respectively, The
Auditor-General's office held a different view and at itg
request the Department sought a legal advising on whether
any part of an authority's contributions should be
accounted for through the Trust Pund. ;The advice
subsequently received from the Attorney~General's
Department supported the Department's view. A copy of
that memorandum was forwarded to:the Secretary of the
Committee on 23 July 1985.

15, Research into the historical basis for treating
payments from “emerging cost® authorities as a deduction
from expenditure under the special appropriation under the
Superannuation Acts while payments from the
"pay-as~you-go" authorities are treated as receipts, has
been completed. In the light of that .examination, action
is being taken to change the existing treatment, From

1 July 1986 payments from both “emerging cost" and
"pay-as-you-go™ authorities will be treated as receipts.,

16. The matter of employer superannuation payments from
trust accounts remains under investigation. Information
on current arrangements has been compiled which shows
considerable variation in the operation of trust accounts
presently categorised as Group 2 trust accounts. Further
investigation and examination is being undertaken ta
develop a consistent approach to the question of employer
superannuation contributions,

DEFENCE: SERVICE HOMES CORPORATION

17. The appropriate head of revenue for payments of
employer contributions from the Group 2 trust account
operating for the Defence Service Homes Insurance Scheme
is under examination as part of the investigation referred
to in paragraph 16 above. .

DISCLOSURE OF LIABILITY IN AUTHORITIES' FINANCIAL
STATEMENTS.

18. As advised in the Department's earlier submission, the
Minister for Finance approved amendments to the accounting
guidelines for Commonwealth undertakings on

2 February 1985 which were incorporated in the

February 1985 reprint of the "Guidelines for the Form and
Standard of Financial Statements of Commonwealth
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Undertakings® and issued to authorities, Among other
matters, the amended guidelines require greater disclosure
of superannuation arrangements. Some further minor
changes to the Guideliries on superannuation arrangements
were issued by the Minister for Finance on 15 January 1986.
19. In February 1986 an information paper entitled
“Superannuation Liabilities of Commonwealth Statutory
Ruthorities™ was issued by the Department which canvassed
the question of whether or not a liability exists in
respect of employer superannuation contributions by either
the "emerging cost™ or "pay-as-you-go" methods. A copy of
the paper is at Attachment B.

The paper concluded with the Department's view that:

. for “emerging cost® authorities a liability exists and
should be recognised and reported as such (ie, entered
in the Balance Sheet or Statement of Assets and
Liabilities); but

. provided the full amount determined under the relevant
arrangement has been paid, employer contributions
under the “pay-as-you-go™ method do not constitute
liabilities and should not be treated as such in
financial statements.

UNFUNDED LIABILITY AS A LEGAL LIABILITY

20. At the request of the Aunditor-General a legal opinion
was sought about the extent to which an unfunded liability
should be accounted for as a legal liability of an
authority, The Attorney-General's Department advised that
an authority paying employer contributions on the
"pay-as~-you-go" basis at the rate agreed by the Minister
for Finance has fulfilled its obligations under the
Superannuation Acts and had no further liability under the
Acts. A copy of the opinion was forwarded to the
Secretary of the Committee on 23 July 1985.

ARRANGEMENTS WITH THE NORTHERN TERRITORY

21, Agreement has been reached with the Northern Territory
on the arrangements for the Territory to meet the employer
superannuation iiability in respect of its staff on an
*emerging cost" basis. The Territory paid an amount to
cover the initial period 1 July 1984 to 30 June 1985 and
is now making regular payments to cover its liability.

MINISTERIAL DECISIONS

22, As mentioned in the previous submission, the X
Department is awaiting passage of the proposed amendments
to 8.159 of the 1976 Act and s.145 of the 1922 Act before
asking the Minigter to make determinations under those
sections relating to the amount of an authority's

liability.
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23, The amendiny legislation enlarges the acope of the
determinations by ths Minister for Finance provided for in
the current legislation and requires. a different type of
determination to be madé. Amendments identical to those .
that were included in the 1985 Bill are néw 1ncorporated
in the 1986 Bill (see paragraph 3 above).

24. Resources have not become available to uindertake the
large administrative task of identifying those statutory .
office-holders not associated with approved authorities
who have. elected to join. the Commonwealth Superannuation
Scheme and making declarations in appropriate cases. The
matter is being kept under review and the work will be
begun as soon as the necessary resources are available.

24 april 1986
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8.1 WAGE PAUSE PROGRAM

1., INTRODUCTION

1.1 On 28 May 1985 the Secretary to the Joint
Parliamentary Committee of Public Accounts wrote to the
Department of Finance indicating the Committee's desire to
receive a submission on, inter alia, the Department's
involvement in the Wage Pause Program (the program).
Specifically, the Secretary noted the Auditor-General's
recent report on this issue and the Department of
Finance's primary responsibility for the financial aspects
of the program.

1.2 This submission seeks to address a number of issues
canvassed in the Auditor-General's report and to oukline
to the Committee the current state of play on some matters
on which the Auditor-General indicated that work was still
proceeding within the Department.

2. BACKGROUND

2.1 The previous Government decided in December 1982 to
make available approximately $300m, an amount which the
Commonwealth was then expected to save through the
operation of a salaries and wages pause, for projects that
would generate employment. Of this amount $100m was to be
made available for welfare housing (which funding was not
canvassed by the Auditor-General) while the remaining
$200m was to be spent on other projects, By the time the
Special Employment-related Programs Bill 1982 had been
introduced into the Parliament, the then Government had
resolved that the Minister for Finance should assume
responsibility for the legislation.

2.2 Consistent with this responsibility, the then Minister
for Finance in January 1983 made a number of suggestions
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concerning the distribution of savings and the sources
from which the Minister for Pinance might take advice in
determining the allocation of funds under the program.
Contemporaneously, the then Minister for Employment and
Industrial Relations raised the issue of Commonwealth
assistance for the long-term unemployed.

2.3 In the event, the then Government resolved that the
Minister for Employment and Industrial Relations, not the
Minister for Pinance, should chair a meeting with
representatives from the States and the Northern Territory
to settle projects for inclusion in the program. AaAs a

result of the meeting, a set of guidelines for the program

was agreed by the then Minister for Employment and
Industrial Relations and State and Territory Ministers.

2.4 The guidelines placed responsibility for
administration of programs with the States and the
Northern Territory, subject to the requirement that
projects be consistent with the guidelines. In
particular, the guidelines state:

The Commonwealth wishes to allow (the) States maximum
flexibility to design their programs... . It does not
envisage changing the priorities of projects put
forward by States which meet these guidelines.

2.5 Commonwealth supervision of programs and the
administration of the guidelines was also vested in the
Minister for Employment and Industrial Relations and his
Department. In particular, the guidelines state that:

The Commonwealth would be consulted at the State
level, through the (Department of Employment and
Industrial Relations') Regional DPirector, regarding
project priorities, monitoring and administration.
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3. PORTFOLIO RESPONSIBILITIES

3.1 As is indicated above, the Minister for Pinance, and
this Department, had responsibility for administering the
legislation; this responsibility encompassed the approval
of State and Territory programs, the provision of advances
and the control of the overall level of Commonwealth
expenditure.

3.2 Responsibility for implementing the program ghidelines
rested with the Minister for Employment and Industrial
Relations and his Department. This constituted a finer
level of responsibility and involved monitoring State and
Territory programs, and the projects of which they have
been comprised, to ensure adherence to the guidelines.

4. FUNDING ARRANGEMENTS

4.1 As mentioned in paragraph 2.1, $200m was made
available for the non-welfare housing component of the
program. This was distributed to the States and the
Territories on the following basis,

Sta%e or Territory Amount
$m
New South Wales 69.924
Victoria 52.662
Queensland 31.900
Western Australia 17.580
South Australia 17.546
Tasmania 5.668
Northern Territory 1.680
Australian Capital Territory 3.040
TOTAL . 200.000
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4.2 In his April 1985 report, the Auditor-General noted
that by July 1983 some $98m had been advanced to the
States and the Territories although the quarterly reports
from the States showed that very little of the funds had
been expended.

4.3 The tables in attachments 1-9 confirm that, in the
initial stages, advances outstripped expenditure by a
large margin. This stemmed from the conjunction of two
forces: the desire of Ministers to implement the program
as quickly as possible; and the inability of the States
to put in place programs to enable the funds to be spent
with the envisaged promptitude.

4.4 In relation to the first factor, Ministers of the
former Government were concerned to implement the program
with all possible speed, hence their desire to expedite
the payment of advances to the States and Territories.
Indeed, the guidelines agreed under the then Government
gave effect to these concerns by specifying that funds

should be paid to- the States and the Northern Territory in

12 equal monthly instalments during 1983, “unless
otherwise determined by the Minister for Finance after
consultation with the Minister for Employment and
Industrial Relations".

4.5 When the Department of Finance received the first
guarterly statements of expenditure in April 1983 it was
apparent that the States and the Northern Territory had
received amounts considerably in excess of actual
expenditures.

4.6 Pursuant to the agreed guidelines, the then Minister
for Finance and the Minister for Employment and Industrial
Relations consulted on this issue and decided to inform
State Ministers of the Commonwealth's concerns and the
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possibility of suspending further advances from July, if
expenditure did not increase significantly.

4.7 The matter of State under-expenditure was again
examined in June 1983, prior to the advances being made
for that month, and once more in July 1983. At that time
the Government decided to suspend temporarily payments to
the States (monthly payments continued to be made to the
Northern Territory). In taking this action the then
Minister for Finance wrote to the State Ministers
concerned informing them of the reasons for his actions..

4.8 Following the suspension of advances to the States in
July 1983, the Department of Finance continued to monitor
State expenditure at the program level. Apart from
quarterly statements. of expenditure, this was achieved by
Department of Finance officers maintaining contact,
usually by telephone, with State and Territory officials
dealing with the program. Early in November 1983 the
Minister for Finance agreed to resume the payment of
advances to Queensland and Tasmania . Advances to the
other States were resumed in the following months.

4.9 In line with a resolution of the Senate, progress.
reports of advances made by the Commonwealth were provided
to the Senate., Copies of the reports to the Senate and
the dates of transmission are attached.

5. VICTORIAN EMPLOYMENT INITIATIVES PROGRAM PROJECTS

5.1 The Auditor-General's Report raised the issue that
Victoria sought to transfer $5m from Wage Pause Program
funds to a State-funded employment program.

5.2 The guidelines discussed at paragraph 2.3 do not
appear to rule out the funding of projects previously

planned to be funded under State programs, including the
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Victorian Employment Initiatives Program (EIP), although
they do require that there be an "extension of employment
under the State Program over and above levels anticipated
at the introduction of the Wage Pause Program®. Moreover,
under the Special Employment-related Programs Act 1982,
the Minister for Finance is required to approve the State
programs.

5.3°In November 1983, the Minister for Employment and
Industrial Relations met with representatives of the
Victorian Government and agreed that $5m of Wage Pause
Program funds allocated to Victoria could be used to fund
EIP projects that were to have been funded from the
Victorian Government's. own budget allocation to EIP. The
arrangement was intended to release $5m in Victorian funds
to assist that State to meet its 30 per cent contribution
to the Communit§ Employment Program..

5.4 It is not clear whether the Minister for Employment
and Industrial Relations could validly, under the
legislation, agree to the inclusion of certain projects
within the limits of the amount approved for the Victorian
program without the approval of the Minister for Finance.
This matter has been referred to the Attorney-Genexsl's
Department for advice, as has the question of any remedial
action if the said Minister's actions were technically
inconsistent with the requirements of the legislation.

5.5 In view of the commitment made to Victoria by the
Commonwealth through the Minister for Employment and
Industrial Relations, the Department of Finance does not
consider that any repayment should be sought from Victoria
in the event that the view is proffered. that the change in
the program had not been legally wrought. 'The Victorian
authorities acted in accordance with the guidelines in
consulting with the Minister for Employment and Industrial
Relations on this matter at that time.
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6. OWNERSHIP OF ASSETS

6.1 The Auditor-General's report also commented ord the
absence of provisions concerning the ownership of assets
at the conclusion of the various projects.

6.2 The principal purpose of the Program related to the
creation of employment opportunities. That, and Finance's
negligible involvement in the formulation and
administration of the guidelines, led to a failure to
ensure that the guidelines addressed the question of
ownership of assets funded under the program.

6.3 When it was realised that this matter had not been
addressed, the Department of Finance indicated in
September 1983 to the Department of Employment and
Industrial Relations that in all new projects, where
significant equipment purchases were involved, the
Commonwealth should indicate its interest in recovering
the equipment at the approval stage of the project. To
this end, it is understood that the Department of
Employment and Industrial Relations wrote in October 1983
to its regional offices apprising them of the situation
and emphasising that, where significant equipment
purchases were involved in projects, regional offices were
to declare at the approval stage the Commonwealth's
interest in recovering the equipment at the conclusion of
the project. This matter is now in the domain of the
Department of Employment and Industrial Relations, which
has administrative responsibility for this facet of the
program.

7. MATTERS OUTSTANDING

Advice from the Attorney-General's Department

7.1 The Department of Finance is awaiting advice from the
Attorney~General's Department on the action taken by the
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Minister for Employment and Industrial Relations in
agreeing to the inclusion of a number of Victorian
Employment Initiatives Program projects in the Wage Pause
Program.

Use of funds in South Australia

7.2 Under the guidelines agreed by the Commonwealth and
the South Australian Goversment for the South Australian
Job Creation. Programme, a minimum of 20 per cent of the
agreed project costs were to be contributed by sponsorsg of
Wage Pause Program projects undertaken up to and including
30 June 1984.

7.3 The Department of Finance has been given to understand
that the South Australian authorities, until January 1985
at least, were using $600,000 of pended C 1th
Wage Pause Program funds to reimburse the sponsors for
part of their contributions made prior to 30 June 1984 on
the proviso that the sponsors increase their contributions
to on-going projects by an equivalent amount after

30 June 1984.

7.4 should this, in fact, be the case South Australia
would appear to have amended arrangements agreed with the
Commonwealth, without the approval of the Commonwealth.
The Department of Finance wrote to the South Australian
avthorities in February 1985 seeking clarification of this
matter but it is yet to receive a reply. The Department
is pursuing this matter and has recently sent a follow-up
letter to the South Australian authorities.,

Audit Certificates

7.5 The Auditor-General noted in his April 1985 report
that audit certificates had, as at 15 February 1985, not
been received from New South Wales and Tasmania in respect
of expenditure incurred in those States on program
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projects during 1982~83 while audit certificates had yet
to be received from New South Wales, Queensland, Western
Australia, Tasmania and- the Northern Territory in respect
of the 1983-84 financial year.

7.6 The delay in obtaining the Tasmanian documentation for
1982-83 has been occasioned by difficulties that have
arigsen with the form of the certification which the
Tasmanian Auditor-General is required to provide. The
Department of Finance has yritten to Tasmania suggesting
an alternative form of cerxtification but it is. yet to hear
from the Tasmanian authorities. The Department is also
sontinuing to pursue all other outstanding audit
certificates,

7.7 Although under the program guidelines the States are
not. required to provide audit documentation for the year
ending 30 June 1985, where States have incurred
expenditure on the program after 30 June 1984 with respect
to work performed before 1 July 1984, the Department of
FPinance is in the process -of requesting that the States
provide audit documentation.

8. CONCLUSION

8.1 The division of responsibility for the administration
of any program must = because of that division -
inevitably lead to inferior administration. Thus, it is
arguable that the question of ownership of assets did not
initially feature in the guidelines because the Department
of Employment and Industrial Relations did not have the
responsibility for making grants. Similarly, the
Department of Finance did not raise that concept because
it was ignorant of the details of the projects which were
to be funded under the Wage Pause Program and did not
contemplate that assets would be funded under the general
component of the Program.
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8.2 Moreover, the dual responsibility evident for this
Program was not akin to the relationghip between
principals and agents. The Department of Finance, as the
department administering the legislation, could not
legally be considered to be an agent of the Department of
Employment and Industrial Relations, though Pinance
depended on that Department to implement the approved
guidelines. Similarly, Finance, which had no
responsibility for the guidelines (in either their
development or implementation), could not consider the
Department of Employment and Industrial Relations as its
agent.

8.3 While the problems addressed above would have been
reduced had the relationship between the Departments of
Finance and Employment and Industrjal Relations been
addressed more closely and defined more formally, the
genesis' of much of the problem rests in the nature of the
actual administrative arrangements decided for this
program. It is also relevant that those arrangements were
the outcome of an apparent switching of Ministerial
responsibility, with the then Government £irst vesting
legislative responsibility with the Minister for Finance
but subsequently empowering the Minister for Employment
and Industrial Relations to assume administrative
responsibility in relation to the establishment and
supervision of program guidelines. Moreover, these
administrative changes were introduced with little warning
and at a time when the former Government was concerned
that funds under the Act be advanced quickly to enable the
State and Territory Governments to make an early start on
their employment-generating projects.

Department of Finance
14 June 1985
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ATTACHMENT 1
AUSTRALIA
QUARTER CUMULATIVE CUMULATIVE BALANCE
ADVANCE - EXPENDITURE
($m) ($m)- {&m)

March 1983 49.240 0.068 49.172
June 1983 98.865 10,991 87,874
sept 1983 101.630 34,836 66,794
Dec 1983 118.843 79.27) 39.572
March 1984 134.932 130.744 4.188
June 1984 200.000 186,725 13,275
Sept 1984 200.000 190.292 (a) 9.808 (a)
Dec 1984 200.000 192,565 (a) 7.435 (a)
March 1985 200.000 192.627 (a) 7.373 (a)

{a) Statements of Expenditure have not yet been received
from all the States and Territories., These figures
should be revised upwards when such statements are
made available.
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ATTACHMENT 2
NEW SOUTH WALES
QUARTER CUMULATIVE CUMULATIVE BALANCE
EXPENDITURE
($m) ($m) ($m)

March 1983 17.481 - 17.481
June 1983 34.962 3,716 31,246
Sépt 1983 34,962 12.108 22,854
Dec 1983 44.962 31.623 13.338
March 1984 54.962 50.466 4.496
June 1984 69.924 64.361 5.563
Sept 1984 69.924 64,391 5,533
Dec 1984 69.924 64.548 5.376
March 1985 69.924 (a) (a)

(a) Statement of expenditure for the March guarter 1985
has not yet been received.
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ATTACEMENT 3

VICTORYA
QUARTER CUMULATIVE ‘CUMULATIVE BALANCE

ADVANCE EXPENDITURE

($m) ($m) ($m}
March 1963 13.166 - 13,166
June 1983 76.331 0.159 26.172
Sept 1983 26.33% 1.936 24.395
Dec 1983 26.331 9,221 17.110
March 1984 26.331 25.310 1,021
Sune 1984 52.662 47.892 4.77
Sept 1984 52.662 51.074 1.588
Dec 1984 52.662 51,601 1,061
March 1985 52.662 51.663 0.999
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ATTACEMENT 4
QUEENSLAND

QUARTER CUMULATIVE CUMULATIVE BALAN

ADVANCE EXPENDITURE e

($m) {$m) ($m)
Mareh 1983 7.975 - 7.975
June 1883 15,950 3.489 12.461
Sept 1983 15,950 12.524 3.426
Dec 1983 21.450 21,709 ~0.259
March 1984 28,260 27.711 ~0.549
June 1984 31,900 31.900 -
Sept 1984 31,900 31,900 -
Dec 1984 31,900 31.900 -
March 1985 31,900 31.900 -
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WESTERN AUSTRALIA

ATTACHMENT S5

QUARTER CUMULATIVE CUMULATIVE BALANCE
ADVANCE EXPENDITURE
($m) ($m) ($m}
March 1983 4.395 - 4.395
June 1983 8.790 0.137 8,653
Sept 1983 8..790. 0.742 8.048
Dec 1983 8.790 3.782 5,008
March 1984 9,290 8.549 0.741
June 1984 17.580 15,821 1.759
Sept 1984 17.580 15.821 1.759
Dec 1984 17.586 17.213 0.467
March 1985 17.580 17.113 0.467
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SOUTH AUSTRALIA

ATTACHMENT &

QUARTER CUMULATIVE CUMULATIVE BALANCE
ADVANCE EXPENDITURE

($m) ($m) ($m)
March 1983 4.386 - 4.386
June 1983 8.773 2.102 6.67L
Sept 1983 8.773 3.341 5.432
Dec 1983 8,773 6.400 2.373
March 1984 10.303 2.829 0.474
June 1984 17.546 16.089 1.457
Sept 1984 17.546. 16.778 0.768
Dec 1984 17.546 17.175 0.371
March 1985 17.546 {a) (a)

(a)} Statement of expenditure for the March quarter 1985

has not yet been received.
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ATTACHMENT 7

TASMANIA
QUARTER CUMULATIVE CUMULATIVE BALANCE
ADVANCE EXPENDITURE
($m) ($m) ($m)
March 1983 1.417 - 1.417
June 1983 2.834 0.475 2.359
Sept 1983 2,834 2.211 0.623
Dec 1983 3.817 3.697 0.120
March 1984 5.066 4.815 0.251
June 1984 5.668 5.601 0.067
Sept 1984 5.668 (a) (a)
Dec 1584 5.668 (a) {a)
March 1985 5.668 (a) {a)

(a) Statements of expenditure have not been received in
respect of quarters folldwing the June guarter 1985,
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ATTACHMENT 8 ] ATTACEMENT &

AUSTRALIAN' CAPITAL TERRITORY I NORTHERN TERRITORY
QUARTER CUMULATIVE CUMULATIVE BALANCE QUARTER CUMULATIVE CUMULATIVE BALANCE
ADVANCE EXPENDITURE ADVANCE EXPENDITURE
($m). ($m) ($m) ($m) ($m) ($m)
March 1983 - - - March 1983 0.420 0.068 0.352
June 1983 0.385 0.385 - June 1983 0.8490 0.528 0.312
Sept 1983 2.730 0.963 1.767 Sept 1983 1.260 1.011 0.249
Dec 1983 3.040 1.650 1.390 Dec 1983 1.680 1l.189 0.491
March 1984 3.040 2.470 0.570 March 1984 1.680 1.594 0.086
June 1984 3.040 2,962 0.078 June 1984 1.680 L1.649 0.031
Sept 1984 3.040 2.978 0.062 i Sept 1984 1.680 (a) (a)
Dec 1984 3.040 2.978 0.062 Dec _ 1984 1.680 (a) (a)
March 1985 3.040 (a) (2) March 1985 1.680 {a) {a)
{a) Statement of expenditure has not yet been received {a) Quarterly statements of expenditure have not been
for the March quarter 1985. received since the June guarter, 1984,
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JOINT COMMITTRE OF PUBLIC ACCOUNTS

Submission by the Department of Finance on the

Community Employment Program

174

1.
1.1

2.
2.1

INTRODUCTION

On 28 May 1985 the Secretary to the Joint
Parliamentary Committee of Public Accounts wrote to
the Department of Finance (Finance) indicating the
Committee's desire to receive a submission on, inter
alia, the Department's involvement in the Wage Pause
Program (WPP). This request arose from the Auditor
General's report on this issue. Finance forwarded a
submission on 14 June 1985.

Subsequent to the Committee's consideration of
submissions from the Departments of Employment and
Industrial Relations (DEIR) and Finance, the Committee
requested on 25 June 1985 further comments on the
issues relevant to the financial administration of- the
Community Employment Program (CEP). The Committee
also expressed interest in receiving any general
comments, suggestions or guidelines on the
administration of any programs by more than one
department.

CEP: OBJECTIVES AND DESCRIPTION

Under the new program budgeting framework being
developed for DEIR this year, the CEP comes within the
Job Creation and Employment Assistance Program., This
program is designed to improve the employment
prospects of disadvantaged unemployed people by
ensuring that the most disadvantaged unemployed groups
in the labour market have opportunities to improve
their employment prospects, and to demonstrate their
capabilities to prospective employers. Target groups
include long term unemployed, disabled persons,
migrants with English language difficulties,
Aborigines, women and other special need categories.
The three elements of the program are the CEP,
employer incentives (ie the wage subsidy schemes) and
mobility assistance.

The CEP is a direct public sector, short term job
creation scheme; funding is provided to discrete
projects sponsored by the three levels of government
and by community groups. Employment opportunities
fostered under the program are also intended to lead
to the encouragement of socially necessary and useful
work.
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3. BACKGROUND

3.1 pPolicy implementation

3.1.1 The Government's commitment to job creation

3.1.2

developed from the 1982 Australian Labor Party
National Recovery and Reconstruction Plan which was
a response to the downturn in economic activity and
the increase in the incidence of long-term
unemployment,

CEP, announced in the Treasurer's Statement to the
Parliament on 19 May 1983, commenced with an
allocation of $300m in 1983-84 and is embodied in
legislation under the Community Employment Act
1983, Funding is provided through annual
appropriations. The CEP legislation contains a
sunset clause requiring that new project approvals
must cease by 30 June 1986.

3.2 Program Structure

3.2.1

3.2.2

3.2.3

In response to a commitment to community
involvement the Government established a program
structure incorporating Commonwealth and State
Departments, local Government authorities and
community organisations. Agreements negotiated
with the State and Territory governments included
guidelines and arrangements for general and
financial administration.

CEP contains two elements:

(i) the States and Territories element ($250m
1983-84) comprising conditional grants to the
States and Territories; and

(ii) the Commonwealth element (CCEP) ($50m in
1983-84) comprising grants for projects
sponsored by Commonwealth agencies.

The States and Territories element provided for
projects to be funded under 5 components:

. 3 components provide for projects sponsored
by State government departments and
instrumentalities, local government
authorites and community groups; State
government projects were not to receive
more than 50% of the total funds allocated
to this element;

. the Jobs on Local Roads component (JOLOR);
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. the Country Water Supply Improvement
Projects component (COWSIP).

COWSIP ceased new project approvals in 1984-85.

3.2.4

Within the Commonwealth element provision has been
made for special allocations for Aboriginal and
women's projects to ensure that these two groups of
unemployed were adequately represented.

3.3 Program Administration

3.3.1

3.3.2

3.3.3

The States and Territories element of the program
is administered at the State and Territories

level. Consultative committees review project
applications and recommend projects for approval by
the State or Territory Minister and by the
Commonwealth Minister's delegate (the Regional
Director of DEIR). Finance is not involved in
these administrative processes.

The CCEP is administered by the Commonwealth
Programs Section in DEIR. During 1983-84, DEIR (in
the chair) was assisted by an Inter-Departmental
Committee (IDC) comprising representatives of the
Departments of Finance, Housing and Construction,
Prime Minister and Cabinet, Aboriginal Affairs, the
Equal Employment Opportunity Bureau within the
Public Service Board and the Office of the Status
of Women.

Responsibilities of the IDC included, inter alia,
the development of effective guidelines to
facilitate project approvals. As the CEP moved
beyond its initial phase the IDC was discontinued.
Since then Finance and DEIR have consulted on
guidelines issues from time to time. The agreed
arrangements include that Finance is given the
opportunity to provide comments to DEIR on new
projects prior to their approval by the Minister
for EIR.

Other administrative arrangements for the CCEP
include:

. approval of minor variations to an approved
project (less than 10% of estimated project
costs) by the Minister for EIR's delegate;

. approval of major variations to an approved
project budget (greater than 10% of estimated
project costs) by the Minister for EIR with
the agreement of the Minister for Finance;
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. assessment of applications for variation of
approved budgets is made on a case-by~case
basis. Overruns are only considered in
exceptional circumstances.

3.4 Monitoring and Evaluation

3.4.1 Responsibility for monitoring the overall
implementation and progress of CEP rests with the
Job Creation and Youth Programs Division of DEIR.
This task is supported by a computer based CEP
Management Information System (CEPMIS). Monitoring
the progress of individual projects in the States
and Territories element is the responsibility of
those States/Territories.

3.4.2 Overall evaluation of the CEP against its basic
objectives of improving the employment prospects of
disadvantaged groups etc is the responsibility of
the Bureau of Labour Market Research (BLMR).

3.4.3 DEIR has the controlling role in collection and
analysis of CEP statistics including the monthly
reports from sponsoring departments/authorities,
It has also provided reports from time to time on
the success of the program in terms of its basic
objectives.

4. FUNDING

4.1 The following table summarises the estimated and
actual expenditure under CEP since its introduction.

Difference Diff as %
of Estimate
3

Year Estimate Actual
Expenditure
$ $

1983/84 300,000,000 * 285,424,788 (14,575,212) 4.86

1984/85 410,000,000 405,543,359 {4,456,64L) 1,10

1985/86 290,000,000 NA NA NA

* Community Employment Act 1983
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5.
5.1

CONSIDERATIONS

The financial and administrative arrangements for CEp
differ quite markedly £rom those applying to WPP, In
particular, the Minister for Finance and the
Department of Finance have limited executive
responsibilities; the Minister for EIR and his
Department clearly have carriage of the legislation
and the program administration. The role of Finance
is primarily by way of consultation. 3In addition, of
course, Finance has a general financial monitoring
role as it does with all spending programs.

With time, CEP has settled down into a stable
operating pattern with clear working guidelines -
another area of difficulty for WPP. Nonetheless the
administration of the program is a complex task,
requiring the achievement of an appropriate balance
between the creation of additional employment
opportunities, targeting on the most disadvantaged,
the undertaking of socially useful activities and
achieving sponsorship. In the circumstances it is
perhaps not surprising that there have been some
concerns regarding the level of general administrative
and financial control exercised by DEIR over CEP.

One area of concern has been the arrangements
regarding consultations with Finance prior to project
approvals under CCEP, It is acknowledged that Finance
should not have responsibility for approving projects,
and that the consultative process should not impede
the smooth administration of programs by DEIR.
Nonetheless Finance does have a role in the evalnation
and recommendation process prior to CCEP project
approvals. This role stems in part from the need to
ensure that no CCEP project would have the effect of
nullifying decisions on priorities for funding taken
by Ministers in forming the Budget and the
Government®s objective of restraint on expenditure.
Finance is in a good position to advise whether .
proposed projects have received consideration in other
contexts or whether they cut across other identified
priorities, budget proposals etc. Difficulties have
arisen where Finance has not been given sufficient
time to provide considered comments before the
Minister for EIR has decided upon project proposals.
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5.4

Weaknesses with regard to costing of new projects and
the monitoring of expenditure during the funding
period had been noted in some instances. The need for
variations to approved project budgets, particularly
those in excess of 10% of estimated costs, is viewed
with particular concern. Some requests for additional
funds have been due in part to a failure to
incorporate all relevant costs within the original
project proposals prior to approval. However, a
tightening of procedures with regard to this matter
was undertaken this year. New project sponsors have
been provided with a clear statement regarding the
need for full and accurate costings prior to project
approvals. The guidelines also advise that funds
would only be provided to meet cost overruns in
exceptional circumstances where cost increases are
totally beyond the sponsors control and cannot be
absorbed within the original allocation.

A major achievement of CEP is the apparent success of
the targeting procedures to place those individuals
most disadvantaged in the labour market in short-term
employment and improving their long-term employment
prospects. A survey of 600 former CEP participants
was carried out by DEIR earlier this year. Of the 552
persons who responded:

- 41% were in employment 6 months after leaving the
program. Of those 82% had full-time jobs;

- a further 18% had gained some employment in the 6
months since leaving the program.

In view of the priority placement given by CES to
those who have been registered as unemployed for at
least 9 months as well as those who are particularly
disadvantaged (Aborigines, migrants with English
language difficulties and people with disabilities)
the above results appear encouraging.

Of course, the attainment of lasting improvement in
the prospects of those groups that the CEP is designed
to assist requires continued improvement in. the
economy as a whole and appropriate adjustments in the
labour market. As this occurs, the need for programs
such as the CEP has to be reassessed; the possible
winding down of these programs also needs to be
considered as part of general anti-cyclical economic
policy. The sunset clause applying to CEP will ensure
that these considerations take place.
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COMMENTS ON ADMINISTRATION OF PROGRAMS BY MORE THAN
ONE DEPARTMENT

The Finance submission of 14 June 1985 on the Wage
Pause Program offered the conclusion that the division
of responsibility for the administration of any
program must inevitably lead to inferior
administration.

The specific problems evident in the administrative
evolution of the WPP provide evidence in support of
this conclusion. More generally, diffusion of
administrative responsibility and accountability adds
greatly to the risk of administrative problems,
reduces capacity to resolve such problems and
endangers the overall efficiency and effectiveness of
programs in terms of their basic objectives. The more
acute problems commonly encountered in such
circumstances are derived from difficulties in:

. establishing and maintaining a satisfactory
operational definition of the respective
functions of the different Departments to
eliminate unnecessary duplication, while still
ensuring that gaps in program coverage do not
oceur;

. ensuring coordination between the administration
of those defined functions in the different
Departments in a way which ensures efficiency and
effective program delivery overall; and

. providing for effective monitoring and evaluation
of the overall program.

Further, the consultation and cocordination processes
required to deal with these problems can be complex,
time~consuming and costly in resources, without adding
much to standards of program delivery.

Diffusion of administrative responsibilities is also
difficult to reconcile with the Government's proposals
for Public Service and Budget reform, including the
intention to devélop an administration that is more
accountable to Ministers and the Parliament. Some
specific thrusts of the Budget Reform paper and the
Reforming the Australian Public Service paper, for
example, are to incréase the responsibilities and
accountability of departmental secretaries and program
managers, the clearer delineation of programs and
specification of their objectives, to provide clearer
identification of managers with programs and program
objectives, and to provide a more systematic basis for
assessment of the performance of managers (for
example, see paragraphs 4.5 and 4.6 in Budget Reform).
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6.4 Finance considers that the administration of the CEP,
responsibility and accountability for which is clearly
allocated to DEIR and its Minister under relevant
legislation and which operates under reasonably
detailed policy guidelines, is in a form much to be
preferred to that which characterised .the
administration of the WPP. Finance does not favour
the diffusion of responsibility for program
administration, and would suggest as a concluding
general principle that the efficient and effective
administration of Government programs is enhanced
where the program:

. is established under a firm legislative base
which identifies overall objectives and basic
principles and allocates clearly administrative
responsibility;

. is funded through annual appropriation§ (other
than in special circumstances such as income
security programs); and

. operates. within clear administrative/financial

guidelines which ‘clarify the obligations and
responsibilities of those concerned.

Department of Finance
5 Rugust 1985
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JOINT COMMITTEE OF PUBLIC ACCOUNTS

Enquiry into the Auditor-General's Report of April 1985
Submission by the Department of Health

National Acoustic Laboratories

1. The Acoustic Laboratories Act 1948 empowers the
Minister for Health to establish, maintain and operate within
Australia, acoustic laboratories for scientific investigations
including tests in respect of hearing aids and their application
to the needs of indaviduals and in respect of problems associated
with noise as it affects individuals. Section 9A of the
National Health Act authorises the Minister to provide hearing
aid services to certain community groups.

2. The objectives adopted by the National Acoustic
Laboratories are -

. to provide high quality audiological services,
including the provision of hearing aids to eligible
members of the community within a specified period
of time as economically as possible.

. to undertake research ihto audiology and noise.

. to monitor and control the above with a view to
optimising the quality, quantity and cost of activities.

3. The scientific investigations and technical development
and supervision of the audiological services are carried out
by the Central Laboratory located at Millers Point in N.S.W.

4. The services are provided through Hearing Centres
in each State capital and at Canberra (A.C.7T.); Fairfield,
Parramatta, Chatswood, Wollongong, Gosford, Newcastle, Tamworth,
Hustville, Lismore, Wagga Wagga (N.S.W); St Kilda, Dandenong,
Moonee Ponds, Box Hill, Geelong, Ballarat, Bendigo (VIC);
Toowoomba, Townsville, Cairns, Redcliffe, Mt Gravatt (QLD);
Unley (S.A.); Launceston (TAS) and Darwin (N.T). A visiting
service is provided in & large number of country towns.

5, The Hearing Centres are responsible for the selection,
fitting and maintenance of hearing aids supplied to persons
under the age of 21 years, to those with pensioner health
benefit or health benefit cards, personnel of the armed services
and Veterans' Affairs Department cases. Services are also
provided for Federal Government employees where a government
liability exists for loss of hearing.
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2,
6. Hearing Centre services fall into two broad categories:
. audiological assessment -~ involves evalvation and

definition of an individual's auditory capacity

. audiological rehabilitation - involves the improvement
o:?' 1_:he individual's auditory function through the
fitting of an appropriate hearing aid or hearing aids,
supplemented by additional rehabilitative measures.

7. The servicg is planned to allow for adequate follow-
up of persons provided with hearing aids and replacement of
aids as hearing needs change or new technology becomes available.

8. NAL has set for itself a high standard in order that
thg best possible service be made available to its clients.
W{ule current operations consist of a clinical service of very
high standard providing assessments, provision and maintenance
of ampl;cat_ion needs and ongoing audiological management preferred
stj.andards in recent years have had to be modified, consistent
with the resources available,

9. Over the seven years from 1977/8 to 1983/4 there has
peen a ‘92% ;:anx:ease {inclucing a binaural fitting component )
in hearxr;g glds fitted by NAL and 111% increase in the number
of a;ds in issue. The number of new pensjoners seen each year
has increased by 43% while the number of children has increased
by 10%. These increases have occurred over a period in which
Fhere was severe restraints on staffing - audiological staff
increased by only 18%.

10. In September 1984 a substantial number of new resources
were allocated to the hearing services program and as a result
52 a.dditional audiological staff were employed to reduce the
considerable backlog of people waiting for hearing aids and
to meet increased demands for servica. Unfortunately only
23 fully trained Audiologists were available and the remainder
are cua.rrejntly being trained by the Department. These Audiologists-
ilg-i:g:g;nmg will complete their professional training early

11. Staffing resources have been for the most part allocated
to the prv:';vision of sexvices by the Hearing Centres. Staffing
resource increases at NAL Central Laboratory have been severely
limited, despite the growth in aid procurement from 42,763 in
1979/80 to 82,686 in 1983. Available resources have of necessity
been employed on the development of new hearing aids and technology,
arrangement of local production to NAL designs, purchase of
commercial hearing aids and hearing aid-related research. With
the growth of the service, greater attention now needs to be
focused on the upgrading of policy, planning, management information
systems and technical support for the regional hearing aid
service.
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3.

12. The Department has recognised the need for a tighter
management of the hearing services program and in December 1984

commissioned an external consultant to consider the matter amongst
other things. This report which was received in May 1985 recomend-
ed changes to the reporting relationships within the program

with the major tasks to be undertakerd by a national program

manager. This zreport is currently being examined by senior

management.

13. With regard to the Auditor-General's findings on the
Adelaide Hearing Centre the following details are submitted-

Level of Service

14, The Departmental policy in relation to waiting times
for eligible adults is that three months is acceptable although
shorter periods would be desirabile.

15. The major reason for AHC not complying with this policy
has been the lack of staff resources. A significant increase
in staff was provided to the South Australian Hearing Services
Branch in 1984/85. As it was not possible to obtain trained
staff it was necessary to recruit audiologists-in-training.
Seven such recruits commenced in early 1985 and they are reguired
to undertake 12 months in-house training before becoming fully
operational. Even so, they have already made some contribution
to the workload with the result that waiting times have been
reduced from between 9 to 11 months to 5% months at present.
It is anticipated that waiting times should reduce to 3 months
during 1986 as staff become fully operational.

16.. In regard to the matters raised concerning Commonwealth
Government employees compensation and priorities adopted by
AHC for treating various categories of clients, the approved
case work priorities are as follows:

1. Children with hearing aids and children to be fitted
with hearing aids.

2. Children at risk who may need hearing aids and children
under 4 years for assessment.

3. (1) Eligible adults who are in need of hearing aids

and
(i) Adult cases who have hearing aids (equal priority).
4. ‘Conmonwealth Employees Compensation cases.

5. Children 4 years and over who are not hearing aid
‘cases..

6. Other adult non-hearing aid cases.
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4.

17. The implementation of this policy in South Australia
increased waiting times for Commonwealth Employees compensation
cases to approx 17 months, In view of the lack of adeguately
trained staff in the Hearing Services Branch in South Australia
arrangements are in hand to refer cases to external examiners.

Waiting times for this category should then reduce to approximately

6 months.

18, Case work priorities adopted by AHC are now in accord-
ance with approved policy.

19, The incidence of broken appointments has always been
a problem particularly among the elderly whose attendances are
influenced by sickness and weather for example. At the time
of the audit, the incidence was 14% for Adelaide appointments.
The AHC is now seeking confirmation of attendance by letter
and the incidence was about 7% in May 1985.

Standards of service - Audiological

20, Policy regarding the provision of audiological services
is -~

(i) a 5 part appointment system is to be offered
when rescurces permit

(ii) child cases are to receive the full service
specified in the NAL Paediatric Audiological
Services Policy and Procedures Manual, (This
manual was replaced in Janvary 1985)

21, At the time of the audit, due to staff restraints,
the AHC had approximately half of the staff requirement to provide
full services within acceptable waiting times. In these circum-
stances, to avoid a large extension of waiting times, the standard
of service set could not be implemented.

22, Additional resources were allocated to the AHC in
September 1984 and 7 audiologists-—in-training were recruited
in early 1985. These audiologists will become fully operational
in early 1986 and it is expected that the standards of approved

audiological services for children and adults will be progressively

implemented during the year.

Monitoring of standards

23, It is practice for all hearing centres to provide
NAL Central a quarterly statistical return covering number of
applications received, appointments for hearing tests, follow-
up and after care, clients fitted with hearing aids and the
number of hearing aids fitted. This information enables workload
to be monitored and provides the average number of appointments
per client for each category of client but does not allow a
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5.

monitoring of the appointments given to individual clients.

24, A pilot program for the detailed monitoring of audio-
logical practices has been in progress since January 1984,
Its implementation will be considered in conjuction with the
program for computerising Hearing Centre Office procedures and
audiological record keeping and procedures.

Standards of Service - Technical

25, The Department's policy is that hearing aids ang
instruments be calibrated and maintained in accordance with
the Aid Repair Service Standard and the Equipment Maintenance
Standard issued 6 September 1982, Equipment is supplied in
accordance with Hearing Centre Equipment Standards depending
on availability of funds.

26. The audit disclosed some departures and omissions
relating to calibration and maintenance practices and record
keeping. The AHC has since set up a mechanism to comply with
reguirements. This was reviewed in May 1985 by NAL Central
and further alterations were required. A follow-up review is
to be undertaken in early August.

27. Test equipment referred to was intended to provide
greater assurance of the accuracy of calibrations of clinical
equipment. The provision of the test equipment referred to
in the audit was planned on a national basis and is expected
to be introduced into N.S.W. Hearing Centres next financial
year. It is to be extended into all States once experience
has been gained in the application of the equipment and its
Suitability for registration by the National Association of
Testing Authorities has been assessed.

Central Administration of Hearing Centres

28. Following the appointment of the new Permanent Head
a8 restructuring of the Department has been undertaken to, amongst
other things, achieve more effective co-ordination of program
administration. This has required a reconsideration of program
management and the relationships between the Central Office
of the Department and the regional offices. The question of
moving to a more centralised management of hearing services
is under active consideration and has the benefits of the report
of the external consultant referred to above.

Control over equipment

29, The audit revealed that a stocktake had not been completed
since 1979 and no official assets register was being maintained
although there were stock cards. Also transfer of responsibility
for equipment was not undertaken by audiologists on country
visits.
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30. An official assets register has been completed in.
the form of stock cards and a stocktake will be completed in
July 1985. Audiologists now sign for receipt of eguipment prior
to country visits. [

Charging for services

31. Charges are made for the provision of audiometric
tests to persons seeking a renewal or grant of a licence undexr
the Air Navigation Regulations under a regulation to the Acoustic
Laboratories Act. This regulation also specifies the charge
to be made.

32. The cost for hearing aids supplied to war veterans /
of other countries is recovered from the relevant overseas authorities §
by the Department of Veterans' Affairs and paid into Consolidated .
Revenue. The Department of Health provides the Department of
Veterans' Affairs with hearing aid@ costs on a regular basis.

33. The AHC was recovering costs for the fitting and supply
of hearing aids to Commonwealth Employees compensation cases. '
This practice has ceased. The Department is at present giving q
consideration to charging Departments and Authorities for this

service.

Accommodat jon

34, It is Departmental policy to secure accommodation
for hearing centres in accordance with NAL. document “"Guidelines
for establishment of NAL hearing Centres™.

35, The Department approved on 30 November 1983 the establish-
ment of permanent suburban hearing centres at Marion and Modbury
subject to availability of funds. The Department of Local Govern-
ment and Administrative Services (DOGLAS) has advised that

in respect of Marion zoning regulations had precluded leasing of
office accommodation. A hearing centre is now to be established

at Marion in a DOLGAS sponsored new lease approved by the Ministex
for Local Government and Administrative Services in the 1985/86
programme.

36. In so far as Modbury is concerned the Department now
does not wish to restrict itself to this particular suburb but
rather to consider some location in the northern region of Adelaide.
This proposed centre is 1listed as priority No. 4 in a recently
completed national long term hearing centre accommodation plan.
Insufficient funds for lease and fit-out are available in 1985/86.
It is envisaged that this centre could be leased and fitted
out in 1986/87 subject to sufficient funds being made available

for this and other higher priority centres.

37. The AHC' was relocated in the IMFC Building, Adelaide
on 31 July 1984,
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38. NalL Central has recently taken the following initiatives
with regard to the planning of hearing centre accommodation:

has had discussions with central and regional DOLGAS
officers on, inter alia, improved communication and
forward planning.

in consultation with central and regional officg
staff of this Department and DOLGAS reviewed existing
accomnodation and action in train and prepared;

- a 1985/86 Leases Program for the Hearing Services

- a national long-term (8 years) accommodation plan
for the Hearing Serxvices Program.

Central Office - dgeneral comment

39. It has to be recognised that decisions on resource
allocations in recent years have led to severe constraints on
the services provided by NAL. During 1984~85, for the first
time in many years, a substantial number of new resources
were allocated to NAL. It is considered that these resources
combined with a rationalisation of NAL priorities and the
development of new management procedures will ensure that NAL
operates as a leader in the level and standard of sexvice
provided to its clients.

Central Register of Medical Practitioners (CROMP) Data Bases

40. The Central Register of Medical Practitioners (CROMP)
was implemented in 1981 to assist in the correct identification
of the providers of medical and pharmaceutical services for.
the purpose of payment of Commonwealth benefits. Modifications
have since been made to the system to satisfy ghanqing
requirements and legisiation and CROMP now consists of a group
of data bases containing details of

medical practitioners, participating optometrists
and accredited dentists

authorised prescribers of pharmaceutical benefits.
’ approved hospitals

medical practitioners able to assist in national
disasters.

41. The Deépariment was aware of matters of the type
reported on by the Auditor~General in his audit of CROMP A
in the South Australian Regional Officé. It had been recognised
in the Department that a system of the age and importance of CROMP
should be subject to a complete review, particularly as it had
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been modified on a humber of occasions.

42. Because of this, and also the suggestion that as

part of the departmental reorganisation which began in early
1985 the operation of CROMP might be transferred to the

Health Insurance Commission, an independent firm of ‘consultants
was engaged, in March 1985, to review CROMP and provide a

study of the overall requirements for an integrated register

of Health Care Providers. A draft report has been received and
ats amplications for a broad recdevelopment of the system are
being exa.ined.

43, With regard to the particular findings of the
Auditor-General the following details are submitted -

Lack of centrally approved instructions

44. In September 1984 a departmental working party was
established to produce an operating procedures manual to cover
the maintenance of the CROMP data bases. However, work did
not proceed far because, as one of the proposals of the major
departmental reorganisation which commenced at the begining

of 1985, and still in progress, it was expected that the
operation of CROMP might be taken over by the Health Insurance
Commission (HIC}). Consequently, plans to produce a manual and
system re-development were not proceeded with. In addition,
staff numbers were allowed to decline. All this was done in
the expectation that the system would probably be substantially
re-~designed by HIC.

45, The prospect of CROMP‘s transfer te HIC has now
a@iminished considerably and planning for a re-development of
the whole system has now commenced within the Department with
& view to removing present anomalies, streamlining the system,
making it more flexible and catering for a greater number of
uses. Ah officer at Director ievel has been seconded for this
redevelopment task.

Authenticity of requests for additional provider numbers

46. Procedures were issued to all Regional Offices of the
Department on 20 September 1982, including an instruction that
requests for provider numbers be confirmed in writing where
possible., Subsequently, a telex was sent to all Regional Offices
on 5 March 1984 stating that requests for provider numbers should
at all times be confirmed in writing by the provider. Also,

it was stressed that the provider number wouid not become

active on CROMP until the written request had been received.

47. In view of the Auditor-General's comments on this
matter, the Department will again circularise Regional Offices
stressing the importance of this instruction and requiring a
written guarantee that this has been done.
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Acknowledgement by. Central Office of information forwarded to update
the data base.

: been
48, Since 1 March 1985 a report from the CROMP_system has
sent monthly to each Regional Office acknowledging all update
information received and dates from which the changes were
effected.

Error reports relating to prescriptions from pharmaceutical
prescribers

B There is a Central Office instruction whegeby
;:actitioners who write a large number of prescriptions filled
in other States are noted in order to check whether or not they
have practices in these other States, with a view to suitabli
updating CROMP. However it has been found tha§ the instruct gn
is not being observed by Regional Offices. This matter will ﬁ h
pursued. The Department is not aware of other error reports whic
are not being checked, but will investigate the assertion.

14 June 1985
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JOINT COMMITTEE OF PUBLIC ACCOUNTS

Inquiry ‘ih}:o the Department of Housing and Construction

Payment's to States for Housing Assistance

A series of Commonwealth State Housing Agteements
(CSHA) have operated since 1945 and provide for
payments to the States and the Northern Territory for
rental housing and home purchase assistance.

The audit review covered the operation of the 1981 CSHa
for the period 1 July 1981 until 30 June 1983 and
identified outstanding reports from the 1981/82 and
1982/83 financial years.

Under the terms of the 1981 CSHA (since replaced by
the 1984 CSHA) States were required to provide the
Department of Housing and Construction {DHC) with
four financial Statements, namely

. Clause 16 Statement - "Expenditure of Matching Funds"

. Clause 29 Statement - “Receipt and Expenditure
Details - Home Purchase Assistance Account"

. Clause 37 Statement - “Receipt and Expenditure
Details < Rental Housing Assistance Program"

. Clause 40 Statement - "Expenditure of Earmarked Funds",

Clause 29 and Clause 37 Statements were required to

be provided to DHC by 30 November follewing each
financial year, while Clause 16 ahd Clause 40 Statements
were required on an "as soon as practicable" basis.

A copy of the relevant provisions of the 1981 CSHA is
attached.

The Department of Housing and Construction is well aware
of the heed to ensure compliance by the States and

the Northern Territory with the financial reporting
requirements of the Commonwealth-State Housing
Agreement (CSHA}.
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Prior to the audit review of the financial and
administrative arrangements relating to the CSHA
conducted by the Auditor-General's office in April

1984, DHC had, on a number of occasions, requested

States and the Northern Territory to provide thé
outstanding financial statements. However as the

1981 Agreement reguired that the States furnish two

of the four financial statements only on an “as soon

as practicable” basis it was extremely difficult in
practice for DHC to enforce the timely provision of

these statements. Following the audit review the
Department continued its efforts to obtain the outstanding
statements. On 20 August 1984 DHC was able to advise the
Auditor-General's office that the number of outstanding
financial statements had been reduced to three.

Following further approaches to Victoria and the Northern
Territory DHC was able to advise the Auditor-General's
office on 15 February 1985 that all outstanding CSHA
financial statements for 1981/82 and 1982/83 had been
provided.

Because of the difficulties experienced by the Department

in enforcing the financial reporting requirements of the 1981
Agreement these requirements were reviewed and tightened
during drafting of the 1984 CSHA (which became effective

on 1 July 1984). The States are now required to provide

all financial statements by 30 November for financial

year just concluded. 1In addition provisions relating to
withholding of funds to States for failing to meet requirements
of the Agreement were tightened so that Clause 19 (2}

of the new Agreement provides that

*if, following consultation with the State
Minister, the Minister is of the opinion that

it is appropriate to do so, he may withhold a
payment of financial assistance to a State which
fails to comply with any of sub-clauses 15 (3),
18 (1), 43 (1) or 43 (2) until the State remedies
that failure"

The specified clauses require the provision of financial
information.

The Department has also implemented a system to remind the
States in June and October each year of the requirement
for the statements.

As a further measure to enhance the financial
accountability of the States in the way they use CSHA
funds the Department has also developed improved and
standardized financial statements which have been
distributed to the States, with the objective that
they be used from 1984/85. These statements will
ensure consistency in information provided by the
States and allow DHC to more readily ensure compliance
with CSHA requirements.

14 June 1985 193



JOINT PARLIAMENTARY COMMITTER OF PUBLIC ACCOUNTS

Inquiry into the Department of Housing and Construction
) Supplementary Submisgion

Payment to States for Housing Assistance

1. On 14 June 1985, the Department of Housing and
Construction responded to a regquest of 28 May 1985
from the Joint Committee of Public Acccounts in
ralation to the Auditor~General's Report of April
1985 (paragraph 12.3) concerning Payments to States
for Housing Assistance under the 1981 Commonwealth~State
Housing Agreement (CSHA) for the financial years
1981/82 and 1982/83,

2. The Auditor-General's Report of April 1985 indicated
that the audit disclosed a satisfactory position,
with the exception of some outstanding f£inancial
statements., The Departmentfs Subnission of 14 June
1985 detailed action taken to obtain the outstanding
statements. On 21 June 1985 the Committee requested
further advice on whether the designated funds covered
by these statements were used for the purposes provided
in the 1981 Housing Agreement.

3. The financial statements referred to in the Department's
Submission are certified by the States and the Northern
Territory and show expenditure particulars of 1981
Commonwealth-State Housing Agreement funds,

4. The Department is satisfied that the financial
statements for 1981/82 and 1982/83 which were
outstanding at the time of Audit show that the
States and the Northern Territory have satisfied the
matching requirements under the 1981 Housing Agreement.
They also show that the funds were used in accordance
with the Agreement for

. rental housing assistance for special
disadvantaged groups

. home purchase assistance for eligible persons

. general rental assistance for eligible persons.,

25 July 1985
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JOINT COMMITTEE OF PUBLIC ACCOUNTS

Inquiry into the Auditor-General's Report : April 1985
Gbmisgion by the Dépattment of Immigration and Ethnic

Affalrs,

1 INTRODUCTION

1.1 The Auditor-General's Report tabled in April 1985
contains at paragraph 13.1 a detailed account of an
audit completed in June 1984 of the Department's
administration of Australia's refugee and special
humanitarian programs.

1.2 The Department welcomes the Auditpr-General's
assessment of its achievements in the
administration of Australia's humanitarian entry
programs. The period in which the audit was
conducted coincided with the implementation of the
Government's election pledge to diversify
Australia's refugee and humanitarian resettlement
intake. During the period of the 1983/84 program
the Department moved to set in place a global
capacity to process refugees and to establish
substantial resettlement programs from
Central America, South America, South Asia and the
Middle East. The 1983/84 program year also saw the
introduction of a rather smaller resettlement
program from Africa. This process of a major
global restructuring of Australia‘s refugee and
humanitarian intake has now been completed and the
Department is now consolidating any new procedures
involved. Jn this context it is gratifying to note
the Auditor-General's comments that:

. the refugee assessment process is inherently
complex and the Department has made
substantial progress towards developing
workable procedures consistent with the
Government's objectives of having a world-wide
non-discriminatory refugee/special
humanitarian program

. the Department has made a significant effort
to provide the Government with assessments
relative to the achievement of the
Government's refugee policy objectives in the
context of rapidly changing events

.
. modifications to assessment procedures have
been made as circumstances warrant
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. the Department has responded with vigour to
changes in Government objectives in relation
to the administration of the programs

. the Department has implemented procedures to
enable the computer-based Migration Program
Management System to record all refugees and
special humanitarian applications by post,
region and program.

THE DEPARTMENT OF IMMIGRATION AND ETHNIC AFFAIRS

The Immigration Department was established on

13 July 1945. On 12 June 1974 the Departments of
Imnigration and Labour were amalgamated to form the
Department of Labour and Immigration. The
Department of Immigration and Ethnic Affairs was
created by the Governor General in Council on

22 December 1975.

The Department provides policy advice on
immigration, entry control, citizenship,
population, ethnic affairs, settlement and related
matters. It implements Government policies and
administers legislation in these fields and plans,
develops and co-ordinates migrant settlement and
welfare programs.

BRIEF HISTORY OF REFUGEE POLICY

From the earliest days of settlement in Australia
refugees have sought and been granted asylum.

In 1938, as a result of the Evian Conference,
Australia agreed to accept, 6ver a three year
period, 15 000 Jewish refugees who had fled
Germany, Austria and the Sudetenland to escape
Hitler's anti-semitic policies. Nearly 7 500 had
arrived in the twelve months to mid 1939 when the
outbreak of war forced the suspension of the
program.

In the immediate post war period Australia entered
into an agreement with the International Refugee
Organisation (IRO) to accept an annual guota of

12 000 refugees and displaced persons with
provision to increase this number to 20 000 if the
IRO could find the ships. In all, 170 700 came to
Australia under the IRO Displaced Persons Scheme
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between 1947 and 1952. Australia's intake under
thiz Scheme was second only to the USA which took
282 000.

Other large groups taken since then include:

. 14 000 from Hungary following the uprising in
1956;

§ 700 from Czechoslovakia after occupation by
Soviet troops in 1968;

. 12 000 White Russians from China;:

14 000 Eastern Europeans since 1978 follgwing
an increase in numbers in countries of first
asylum;

. 96 000 Indo Chinese since 1975.

Further groups helped under relaxed migration
criteria include:

17 000 Lebanese admitted under relaxed family
reunion criteria following civil unrest in
Lebanon in 1976;

.

. 3 500 Timorese since 1975;
. 4 000 Soviet Jews since 1973.

While the Indochinese still constitute some 50% of
refugee intakes current pelicies place emphasis on:

attempts to £ind political solutions (like
voluntary repatriation) to the huge‘regugee
problems facing the world. Both the Mxnistegs
for Foreign Affairs and Immigration and Ethnic
Affairs have held talks with leaders of
relevant countries and organisations. The
issue was also raised at the October 1984 .
meeting of the Executive Committee of UNHCR in
Geneva by the Australian delegation; and

.

o diversifying the geographical sources of
refugees. In 1983 and 1984 refugees have been
accepted from Central and South America,
Africa and the Middle East.
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AUSTRALIAN REFUGEE AND HUMANITARIAN POLICY

Australia has a global policy under which any
applicant for refugee or special humanitarian entry
to Australia may apply at any Australian post, The
Government is committed to achieving a wider
geographical sourcing of Australia‘s refugee and
humanitarian intake, in order to ensure that our
resettlement programs properiy respond to the
global nature of the world's refugee and
humanitarian problems as well as the diverse ethnic
composition of the Australian population.

Australia's basic objectives are to asslst persons
in 2 refugee gituation or those suffering
substantial discrimination and to contribute to the
resolution of refugee and humanitarian problens.

Policies to achieve thesé objectives include

- resettlement in Australia where necessary and
appropriate

- a wider geographical sourcing of our refugee
~and humanitarian intake

- efforts to achieve political solutions to
refugee problems

- the provision of humanitarian aig to support
refugees and displaced persons in countries of
refuge, and where appropriate to facilitate
local integration in such countries or to
promote conditions conducive to voluntary
returm to countries of origin.

The traditional image of Australia is that of a
resettlement country. While Australia continues to
provide a geheréus resettlement capacity for
refugee and humanitarian cases, increasing emphasis
has been placed on contributing to international
efforts to resolve refugee sitvations and to
promoting non-<resettlement solutions.

In refugee situations, Australia endorses the order
of priorities adopted by the United Nations High
Commissioner for Refugees {UNHCR}) ¢

- voluntary repatriation to countries of origin
as the most desirable solution;
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- local integration in countries of refuge and
the next preferred option; and

- £inally, and only as a last resort,
resettlement in third countries.

Rustralia is also prepared to offer huhanitarian
enkry to persons suffering substantial
discrimination, including those still within their
countries of origin.

REFUGEE/SPECIAL HUMANITARIAN PROGRAMS

Australia is one of the 92 countries wnich are
parties to the United Nations Convention on the
Status of Refugees and which have taken on certain
obligations to assist refugees. Australia is a
member of the Executive Committee of the UN High
Commissioner for Refugees (UNHCR), and contributes
official assistance to UNHCR and other
international agencies.

The UN Convention defines a refugee as a person who
'...owing to well-founded fear of being persecuted
for reasons of race, religion, nationality,
membership of a particular social group or
political opinion, is outside the country of his
nationality and is unable or, owihg to such fear,
is unwilling to avail himself of the protection of
that country; or who, not having a nationality and
being outside the country of his former habitual
residence, is unable or, owing to such fear, is
unwilling to return ta it*.

Australla operates two resettlement programs world
wide, the Refugee Program and the Special
Humanitarian Program.

The Refugee Program assists persons who, in the
terms of the UN definition of a refugee, are
outside their countries of nationality or habitual
residence and are unable to return because of a

well-founded fear of persecution.

Applicants are individually assessed by Australian
officers to ensure that they are in fact refugees.
in need of reséttlement in Australia. Priorxity
under the program is given to persons with
relatives in Australia, persons with other
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connections with Australia and persons with
attributes likely to facilitate successful
settlement in Australia.

The Special Humanitarian Program (SHP) has a dual
focus. On the one hand it assists persons with
connections with Australia who, while not refugees,
are facing discrimination in their country of
origin. On the other hand, the SHP is also able to
assist persons facing acute humanitarian
difficulties who are still within their country of
origin and cannot, for that technical reason, be
considered to be refugees. Such people can be
accepted whether or not they possess connections
with Australia.

Any person anywhere in the world can apply for
refugee or SHP entry to Australia and be assessed
against global criteria.

Determination of Status

Generally, determinations of refugee status are on
an individual basis and stem from the applicant's
self-identification as a refugee. However, there
is also provision for group determinations in
exceptional or extenuating circumstances, such as
where a group is in a first refuge situation where
protection cannot be assured. (See reference to
DORS Committee)

REFUGEE AND' HUMANITARIAN INTAKE

7

1984/85 Program

Refugees SHP " Total
‘Indochinese 8000 200 8200
East European 1000 200 1200
Latin American 750 750 1500
Middle East- 750 750 1500
African 350 100 450
Others T 150 1000 1150
‘ *11600 *F3000 17000
* All are funded .
*k SHP passage assistance will be provided where

persecution is demonstrated

1985/86_~- Program

Funded Refugee/SHP

5.9 Visas Issued 1983/84
Refugees SHP Total
Indochinese 10015 22 10037
East European 1718 279 1997
Latin American 448 568 1016
Middle Eastern 114 1068 1182
African 112 4 116
Others. 19 1118 1137
* 12426 *%¥ 3059 15485
* All are funded
** Only 754 funded
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6.1

Indochinese 6000
East European 1500
Latin American 1560
Middle East 750
.Africans 200
Others 50
10000
Unfunded SHP 2000 (to be allocated)
Total 12000
Contingency Reserve ’ 2000
6 COMMITTEE ON THE DETERMINATION OF REFUGEE STATUS

{DORS)

The DORS Committee was created by Cabinet in .
May 1977 to give effect to Australia's ratification
of the UN Convention and Protocol relating to the

‘status of refugees. It comprises senior officer

representation from the Departments of Immigrat@on
and Ethnic Affairs (chair), Foreign Affairs, Prime
Minister and Cabinet and the Attorney-General.
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The Committee meets regularly in Canberra and is
serviced by a small secretariat within the
Department of Immigration and Ethnic Affairs.

It considers applications made by persgons within
Australia for the grant of refugee status under the
Refugee Convention and Protocol, and makes
recommendations to the Minister for Immigration and
Ethnic Affairs. (DORS procedures provide for the
applicant to be interviewed by an experienced
Departmental officer against the UN definition of a
refugee, and for a transcript of that interview to
be provided to both the applicant and the DORS
Committee.)

The final decision is taken by the Minister.

The DORS Committee is not bound or restricted by
legal procedures: it can enquire widely and can
accept evidence outside the strict legal rules. In
borderline cases it can and does give the benefit
of the doubt to the applicant.

To 3¢ June 1984, the DORS Committee considered
1600 cases for the grant of refugee status. In
1983/84, 230 cases were considered by DORS - of
those finalised, 103 were rejected, 38 were

approved and 89 were carried over for resolution in

1984/85.
BRIEF HISTORY OF SETTLEMENT POLICIES

When post Second World War migration began
Australia had a policy of assimilation. This
policy required newcometrs to adopt totally the
life~styles and patterns of their new homeland.
This policy proved impracticable here, as in other
countries, and was abandoned in the early 1960s.

Australia, like most immigrant receiving countries,
then adopted policies of integration. Integration
is the process by which migrants are accepted into
the community without prejudice and retain their
cultural identity if they so wish. The government
encourages migrants to express freely their social,
religious and political beliefs subject only to the
normal legal and other constraints of Australian
society.
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During the 1970s the evolution of settlement
policies continued with the adoption of
multiculturalism as the official policy of both
major political parties. Throughout the world, in
an ethnic revival, governments came under pressure
not only to recognise the rights of ethnic
minorities to retain their cultural identity but
also their right to réceive help to maintain that
identity. Multiculturalism recognises these rights
and also recognises that, if they are to have egqual
opportunity, members of ethnic minorities
frequently reguire gpecial help.

This need for special help was recognised in
Australia and settlement services have been
increased significantly since the Galbally Report
on Post Arrival Services and Programs was tabled in
the Parliament by the then Prime Minister on 30 May
1878, Some of these services are:

. a nationwide Telephone Interpreter service;

. accommodation centres for refugees and special
cases;

. a network of Migrant Resource Centres;

. grants for the employment of welfare workers;

. ethnic radio and television;

B extensive English language programs.

MIGRANT CENTRES

The migrant centre network provides initial
accommodation facilities for newly arrived refugees
and some other. migrants. - The centres also provide

_a base for the provision of on-arrival programs and

services, particularly English language tuition for
migrants in the centre and surrounding communities.

The network also comprises 378 self contained flats
which provide transitory accommodation for migrants
moving from the migrant centres to life in the
«community at large.
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Location

There are currently nine centres providing
residential and settlement facilities.’ These are
located as follows: ' .

Sydney :  Endéavour and Westbridge

Melbourne : Enterprise and Midway
Brisbane :  Wacol £
Adelaide : rPenningéon

Perth H Grayiands

Hobart : Mount St.Canice

Darwin :  Tamarind, '

Education and Settlement services .are algo provided
at three centrés wheré residential facilities have
been closed, (Fairymeadow in Wollohgong, Cabramatta
in Sydney and Eastbridge in Melbourne).

Eligibility and length of stay

New arrivals entering Australia under the refugee
and special humanitarian (SHPY 'programs or <coming
from countries with which Aus#ralia ‘has a migration
agreement are entitled to:stay at a migrant centre
for up to 26 weeks. . Other migrants may stay in
centres on a casual basis; their length of stay
entitlement varies. Non-migrant casuals may also
reside in a migrant centre, where surplus
accommodation is available.. - - -

Refugees, SHP entrants, welfare cases and migrants
from migration agreement ‘countries who have been
residents of migrant centres are eligible for
transitory flats. They may .stay for anm ‘initial
period of up to 26 weeks. rAllocation of flats is
on a priority basis determined by DIEA Regional
Directors and Centre Directors. -Migrant and
non-migrant caspals may‘also. bé allocated. flats, if
surplus capacity exists, for periods up to 6
wedks. Extensions of 4 week:peridds (up to a
maxumum of. 26 weeks) may be granted while surplus
capacity continues.

9.4
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Tariffs payable

Migrant Centre accommodation is not free but is
subsidiged for the more needy persons arriving in
Australia under the immigration program, such as
refugees and SHP entrants, and for welfare cases
and migrants from migration agreement countries.
For unemployed persons in this group, two-thirds of
social welfare benefits is deducted as tariff. For
employed persons in this group the tariffs are set
broadly on cost-recovery principles, but there is a
modest subsidy for families. Migrant and
non-migrant casuals pay a full cost-recovery tariff.

Similar tariff structures apply to transitory
flats. For unemployed refugees, SHP entrants,
welfare cases and migrants from migration agreement
countries, the tariff is 25% of unemployment
benefits received; for employed persons in this
group, 85% of the market value is charged as rent.
Other persons are charged full market value.

THE REPORT

As mentioned earlier in this submission the
Australian Audit Office conducted its examination
of the Department's activities in early 1984
completing its task in June 1984, The Department
was asked for its response to the audit findings in
late 1984 and provided comments in February 1985.

The Department's respohses to the audit £indings
are correctly reflected in the Auditor-General's
Report.

In general, the Department regards the comments
provided to Audit in February 1985 as remaining
valid. 7The Department is satisfied that
appropriate action is being taken to meet the
points raised by the Buditor-General. Where
necessary, updated confirmation on the Departmental
response to the Auditor-General's comments follows.

13.1.2 PROCEDURES FOR THE ASSESSMENT OF OVERSEAS
BASED APPLICANTS FOR REFUGEE STATUS

Refugee Application Form

The application form has been redrafted and
includes the United Nations definition of a
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refugee. It is currently being circulated
throughout the Department for ‘comment and is
expected to be finalised shortly. The draft
applicatiog form uses simplified language and when
approved will be available in the major user
languages.

13.1.3 PROCEDURES FOR THE,ASSESSMENT OF
AUSTRALIAN~BASED APPLICANTS FOR REFUGEE STATUS

DORS Procedures
Delegations

This mat?er is subject to Government copsideration
with a view to introducing amending legislation.

Applicants considered under paragraph 6A(1 of
the Migration Act. grap (e

The.question of the guidelines on the role of the
advisory function of the DORS Committee and
Secretariat are being re-examined in the context of
the Secretariat function servicing the DORS process.

The Department in reaching.its decision under
sub-section 6A(1)(e) takes account of the factors
recognised by the DORS Committee and in conjunction
with qther matters put before it, considers the
question of the application of principles necessary
for'consideration and approval of the grant of
resident status under sub-section 6A(1) (e).

Personnel Management

In grder to speed up the processing in the Sydney
Regional Office, Canberra-based staff have recently
gravelled to the Sydney Office to conduct DORS
xqtgrviews although this has had an impact upon the
limited resources of the DORS Secretariat in
Canberra and other departmental resources servicing
that function.

DORS Committee decision-making process

In addition to the response to the Report it should
be noted that the "Review of Australian Procedures
for Determining Refugee Status" referred to in the
Report represents an individual officer's view
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contained in a report which has not been endorsed
by the Depaxtment. The Department would agree with
the Audit Report that the issues of concern in
relation to DORS processing are essentially related
to the efficiency of the administrative procedures
involved and the resources allocated to this
procedure. These questions have been addressed in
depth by subsequent Departmental review and action
and significant changes to these procedures which
are likely to satisfy the concerns raised in the
Auditor-General's report are imminent.

13.1.6 CHANGE OF PERSONAL PARTICULARS

The backlog of claims noted by the Auditor-General
in 1984 was dealt with and processing is continuing
at a satisfactory level in most States. From a
preliminary assessment of current cases, it appears
that applications for change of personal
particulars are increasing as more refugees are
applying for Australian citizenship and wish to
ensure that their correct personal details are
entered on their citizenship certificates.

The review of preocedures for changing personal
particulars has been completed and new guidelines
are in the draft stage. Certain types of cases
such as changes to family relationships are
presenting complex guestions of policy and
procedure. It is planned to seek advice from the
Attorney-General's Department on the provisions of
the Family Law Act in relation to these cases.
Other agencies with relevant expertise will also be
canvassed in the development of procedures.

Overseas departmental officers have been asked to
continue to emphasise to refugees the need to
provide correct personal particulars at selection
interviews. This counselling will continue in the
hope of reducing the potential number of
applications for changes to personal particulars.

13,1.7 GUARDIANSHIP OF CHILDREN

Arrangements with State Governments

In late March the Minister for Immigration and
Ethnic Affairs met with a delegation of State

Welfare Ministers and officials to explore
arrangements to improve support and assistance for
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refugee minors without parents in Australia. The
Minister foreshadowed at that meeting a
cost-sharing program, to be administered by the
States, to provide support and supervision to
refugee minors on a systematic basis. The program
is designed to provide close supervision of minors
and caregivers from the point of entry, with the
frequency of contact reduced over time for some
two-thirds of the caseload; the remainder, judged
to be at greater risk, would receive intensive
support on an ongoing basis,

The program is a new policy initiative for
1985/86. The Department is currently drawing up
guidelines for its planned introduction from

i September 1985. The guidelines will specify the
level and frequency of supervision by State
caseworkers; accountability requirements will

include reporting arrangements which will allow the

standard of service to be monitored.

A general revision of the Requlations made under
the Immigration {(Guardianship of Children) Act is
planned and work on individual regulations has
already commenced. Regulation 3 is being redrafted
to include an ambit degcription of State welfare
authorities to obviate the need for regular
revision when Departments® names are changed.
Regulation 4 is to be redrafted to clarify the role
and responsibilities of State welfare authorities
under delegated guardianship, following advice from
Attorney~General's Department on the current
wording of the Regulation. Other regulations will
be progressively revised and updated.

Breakdown in Care Arrangements

Major progress has been made on legislative and
policy changes to reduce the incidence of breakdown
in care arrangements and ameliorate their
conseguences.

An amendment to the Immigration (Guardianship of
Children) Act authorising the Minister to declare a
minor a ward after arrival in Australia where it is
necessary and in the interests of the minor to do
so was passed during the autump session of
Parliament. Principles to bé followed in the
exercise of this discretion are being drafted for
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inclusion in the Regulations. One of the
principles proposed is that the care arrangements
for the minor are assegsed by the Department to

have broken down irreversibly. .

In May Cabinet approved as new policy for 1985/86
within the Immigration and Ethnic Affairs portfolio
a cost-sharing program with State governments to
provide supervision and support for all refugee
minors without parents in Australia. Systematic
caseworker follow-up of minors under the program
will strengthen care arrangements and ensure early
intervention where breakdown still occurs.

Organisations and workers in. the refugee field have
argued that financial pressures and inadequate
income support for caregivers have precipitated the
breakdown of care arrangements. The Department has
used the vehicle of the current fundamental review
of youth allowances announced by the Treasurer in
his 1984/85 Budget speech to improve the assistance
available to caregivers of student minors and to
keep the needs of this special group before
Cabinet. Major changes in allowances for
economically disadvantaged and unsupported youth
are being considered in the context of the 1985/86
Budget..

Assessment of Sponsor Claims

Sponsorships lodged in Australia for minors are now
routinely referred to Departmental soclal workers
for a welfare assessment. An interview schedule
for overseas selection officers to use in
interviewing family groups including a minor
relative is also being developed.

13.1.8 MIGRANT CENTRES AND TRANSITORY FLATS
Contractual Arrangements

The transfer of housing and welfare staff from

CACS Ltd to DIEA was effected on 24 Qctober 1984.
It was expected that trarnsfer of the remaining CACS
gservices staff would be effected early in 1985.

The Department and the Public Setvice Board
undertook negotiations with CACS and the relevant
unions which culminated in a meeting in

February 1985. A tentative date of 1 July 1985 was
set for transfer of staff. Finalisation of the
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transfer has however been delayed by continuing
negotiations with the Department of Finance
concerning AOSL: coverage of staff transferred from
CACS, The Minister has written to the Minister for
Finance and the timing and final details of
arrangements for transfer will now depend on the
outcome of considerations relating to staff levels
and the salaries appropriation for 1985/86.

Significant progress has been made in drafting the
new contractual arrangements between the
Commonwealth and CACS Ltd required by the
Government in time for the scheduled commencement
date of 1 July 1985. Given likely major changes in
the migrant centre network following its review, an
intermediate arrangement may need to apply pending
resolution of long-term contractual arrangements.

Security Arrangements - Westbridge Migrant Centre

The Australian Protective Service conducted a
security survey of the two migrant centres in NSW
during January 1985 and reported on 20 March 1985.
Following the survey measures are being taken
within the constraints of available 1984/85 and
1985/86 funds to improve security by up-grading.
window and door locks, lighting in public places,
and the installation of alarm systems and other
security devices. The report noted that no major
incidents have occurred at Westbridge over the past
12 months and that NSW Police intervened promptly
in relation to minor incidents that have occurred.

Review of Migrant Centres

The Working Party has explored implementation
strategies and {ts conclusions were reported to the
Minister for Immigration and Ethnic Affairs. A
draft Cabinet Submission has been circulated and
will be considered shortly by the Government. The
proposals, involving substantial rationalisation
and redevelopment of the existing accommodation
will enhance the standard and flexibility of
accommodation, significantly reduce operating costs
and surplus capacity and imprové the cost-effective
use of migrant centre resources.

14 JUNE 1985
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JOINT PARLIAMENTARY COMMITTEE OF PUBLIC ACCOUNTS

Inguiry into the Auditor-General's Report: April 1985
Submission by the Department of Social Security on
Paragraph 18.)1 - Family Allowahce

The Australian Audit Office carried out audits of the Family
Allowance system in Central Office and in South australia at
the State Headquarters and 3 Regional Offices. ARudit's
findings focussed on: liaison with unemployment benefit
administration, output monitoring, Education allowances, and
Central Office references.

The department’'s position on these matters is as follows.

Liaison with unemployment benefit administration

2 The problems in this area stem from the human error element
associated with clerical liaison. It is something the
department tries to avoid but has to acknowledge does occur
from time to time. The day-to-day difficulties will only
disappear when the liaison is done automatically (ie by
computer) and, as the Committee is aware, this will be achieved
as part of the systems development arrangements associated with
STRATPLAN.

3 Until that happens attention is being given to the problem
through the department's computer-based review methodology.

By selecting cases which meet certain criteria from both the
unemployment benefit and family allowance computer files, those
with & higher than average risk of incorrect payment can be
identified and corrected. The most recent of these projects
was shown to be cost-effective and it will be done again during
1985/86 at a time determined by its priority when compared with
exercises in the other pension and benefit areas.

4 The efficacy of the liaison should not of course be based
solely on that review approach. Staff and Regional Managers
are aware of their responsibilities in this area. But it is a
useful control mechanism and is treated as such,

5 The withdrawal of student family allowance payments for

18-24 years olds from November 198% will require a variation in
the overall approach in future years,
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Qutput_monitoring

6 The output monitoring function is a quality review process
which focuses on the accuracy of coding and keying of
transations in regional offices. Data collécted during the
Natioral Review of output Monitoring (June 1984) demonstrated
that the function is not cost effective in its current form.

7 A concept of examiner batching aimed at strengthening
input/output control has recently been developed and is ready
for full testing. 1ln addition a quality assurance package
which is more broadly based than output monitoring has been
developed for regional offices.

8 Both these initiatives will be tested and evaluated in
selected regional offices. In the meantime, the existing
procedures will remain in operation.

Education allowances

9 Action had been taken in South Australia to ensure that
all advices by the Department of Education had been received
and actioned. Unanswered correspondence has been followed up.

References to Central Office

10 Controls over the duplication of payments will be a feature
of an 1ntegrated index of all clients which is being developed
in conjunction with the department's computer re- equipment
program. On present schedules this initiative is planned to
be operational by the end of 1986.

11 Control over manual payments ls more difficult since manual
action is recorded on the computer after the event. However,
the extension of on-line enquiry to family allowances,
currently planned for early 1986, will provide a facility
whereby the existence of an earlier manual payment can be
checked for before a further manual payment is made.

12 Outstanaxng documentation ffom the States has been pursued
and action taken ‘te ensure timely return of future
documentation.

13 State offices have been reminded of the requirement for
regular system monitoring returns,

14 June 1985
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JOINT PARLIAMENTARY COMMITITEE OF PUBLIC ACCOUNTS

Inguiry inte the Auditor-General's Report: _April 1985

Submigsicn by thé Depirtment of Social Security on
Paragraph 18.2 - Family Income Supplement

The Australian Audit Offlce carried out audits of the Family
Income Supplement (FIS) program at selected Regional Offices in
Victoria and New South Wales. Audit's findings focussed on:
verification of income, evidence of income, control breakdowns,
and non-compliance with determination procedures.

The department's position on these matters is as follows.
Verification of fncome

2 The procedures used by the department are in accordance
with the legislation and provide, inter alia, for those in
rece1pt of F15 to non1fy the departpent of any change of
circumstances which may a[ﬁgct their payment. Entitlement for
FIS is based on income in the four weeks precedlng claim : in
the case of self employed persons, 4 weekly income is assessed
as a proportion of annual income.

3 The reservations abqut tne adequacy of FIS procedures,
expressed in departmental internal audit findings and by the
department’'s Victorian Admlnlstzatlon. will provide the basis
of a review of the FIS program in the coming year. The review
will also include the selective validation of client
circumstances using computing technigues already developed so
that an assessment can. bg made about the size of any problem
which may exist.. )

T .
Evidence.of Income N

4 Staff have been reminded of the proper procedures to be
followed.  An assessor's manual, which will promote adherence
to procedures, is currently-being printed and should be in
operation early in the 1985-86 financial year.

Control. breakdowns . - .

5 A quality control system has been introduced to review all
aspects of FIS processing. Other appropriate remedial action
has also been taken.

Determination procedures

[3 1n New South Wales, additional training has been given
where appropriate, and other aspects of the problems noted by
the Auditor-General will be addressed by the nhew assessor's
manual.

14 Jdupe 1985 g
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JOINT PARLIAMENTARY COMMITTEE OF PUBLIC ACCOUNTS

Inquiry into the Auditor-General's Report : April 1985
Submission by the Department of Socia) Sécurity on

Paragraph 18.3 - Double Orphans' Pension

The Australian Audit Office conducted an audit of the Double
Orphans' Pension program in Queensland at the State
Headquarters and at selected Regional Offices. Additional
testing was also conducted in South Australia. Audit findings
focussed on: review of entitléments, format of microfiche,

liaison with the Department of Veterans' Affairs., legislative
compliance and other matters.

The department's position on these matters is as follows.

Review of Entitlement

2 Reviews are undertaken when a change in circumstances is
advised by a claimant or a change in eligibility is anticipated.

3 Under Section 105A of the Social Security Act it is valia
for a claimant to receive Double Orphans Pension even though
the orphan's parents have subsequently entered Australia. The
claimant is only required to notify the Department when they
become aware of the whereabouts of a parent who has entered -
Australia.

4 The Department will endeavour to establish with Audit in
the cases indicated in which the orphan's parents were actually
in Australia whether the claimant was aware of their
whereabouts and had failed to notify the Department.

Format of Microfiche

5 An internal audit examination of this matter has confirmed
that there are’ established clerical procedures to be followed
in cases such as that cited by Audit, but which were not
followed in that instance. The production of a microfiche
listing such as that suggested by Audit has been examined but
is considered unlikely to be cost effective, as there would be
considerable ongoing costs and clerical problems associated
with it.

Liaison with the Department of Veterans' Affairs

6 Arrangements have been made for regional offices in
Queensland and South Australia to be notified of any future
grants by the Department of Veterans' Affairs and a current
listing of persons receiving war orphans' benefits has been
obtained.
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Legislative Compliance

rrent arrangement has permitted the flexib@lity
;ecegggr;uinedifticulg circumstances often involved in these
cases. The department will., however, cons:der.:gcgmyendxgg
amendment of the legislation to provide that eligibility will
cease at the end of the relevant period or from an earlier date
in special circumstances.

QOther matters

. e in the
8 A number of procedural breakdowns were }dent1f1ed in
Queensland audit. Appropriate remedial action has been taken.

14 June 1985
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JOINT PARLIAMENTARY COMMITTEE OF PUBLIC ACCOUNTS

Inguiry into the Ruditor-General's Report: April 1985

Submission by the Department of Social Security on

Paraqraph 18.% : Recovery of Overpayments. .

As part of the examination of the Auditor-General's report for
April 1985, the Department of Social Security has been asked to
provide information about the current situation with regard to
initiatives being undertaken to improve the recovery of
overpayments arising under the Act. Some of these initiatives
are ongoing and have been advised to the Committee previously
in respect of its examination of the Auditor-General's Reports
of March and September 1984.

2 As at 30 June 1984, the total value of outstanding
overpayments under the Social Security Act amounted to

$104.3m. Whilst some $63,.8m worth of overpayments were raised

during the 1983/84 financial year this represented only 0.48%
of departmental outlays made under the Act during that period..
The current recovery rate stands at 23.4%. One aspect which
has to be borne in mind is the necessity to set the recovery
rate in accordance with the client's ability to repay.

'3 Recent initiatives which are having an impact on the cycle
of detection, recovery and preventioh of overpayments are:

. departmental changes to afford the debt recovery
function a more meaningful focus and an increased

priority. These irclude the upgrading of the level of .

management provided to the function at a State
administration level and the creation of a new section
within the Department's central office to co-ordinate
both recovery and prosecution action at a national
level. The vacancy for the ‘Manager® position was:
advertised in the national press on 1 June 1985:

. procedural and systems improvements. ‘These include
the issue of concise instructions and guidelines to
appropriate staff to ensure, amongst other things,
that due ¢onsideration is given to the
cost-effectiveness of recovery actions undertaken.
Further, proposals for major systems developments have
béen preparéd and are under consideration;

. the adoption of direct credit as the prime-mode of
paying the entitlements of individuals. The
conversion of Pensior and Family Allowance. payments
occurred in April/May 1985 and Unemployment and
Sickness benefit payments is currently underway and
will take efféect from 18 June 1985. This will .
effectively eliminate overpayments arising from
original and duplicate cheque negotiations;
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. the implementation nationally of the management
information system PRISM which provides a range of
reports to departmental regional managers. Some of
these reports deal with overpayment processing;

. the development of a Quality Assurance Package for
regional managers. It is in essence a self-monlitoring
practice which focuses attention on the guality of
administration of benefit processes in regional
offices including overpayment processing. Further a
Quality Assurance Program is cutrently being developed
for staftf involved in recovery sections in each State
headquarters;

the continuing development and refinement of benefit
control techniques which are largely computer-based.

14 June 1985
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. 7"JOINT COMMITTEE OF PUBLIC ACCOUNTS
Inquiry into the Auditor-General's Re ort, April 1985
Submission by the Department of Territories

INTRODUCTION

.Thg Department has been asked to forward a
subm;ss;on on paragraph 20.1, Administration of the
Commissionex for Housing Loans Scheme, in the above
report. The Auditor-Genetal's‘Report explains the
clrcumstances which led to insufficient funds being
ava1lab1g to meet all the loan commitments made under
the COmm1§sioner for Housing Loans Scheme in the period
under review. Attachment 1 is a statement of the
policies and objectives of Housing Branch.

2. The audit findings relate to:
. Over-commitment of funds

« over-expenditure of the Australian Capital
Territory Housing Trust Account

. defigiencies in the system for controlling
commitments

« the reliability of the 87, i
defieit ? $7.9 million estimated

. Spot Purchase Scheme - irregularities

The Department genexally accepted the findi
. X indings of th
Audxtoz-G?neral and has takem actjon to ensuge that ¢
over-commitment of funds will not recur. Audit state on
s:ﬁed}4f oftghe Report that 'In Audit's opinion the
edlal actions taken by the Depart .
considered satisfactory." pRrement so far are
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3. 1t should be noted that as soon as the problem was
known the Department set action in train to remedy the
situation, On 31 August 1984 arrangements were made for
the Public Service Board and the Department to conduct a
joint review of the administration of the Scheme and to
recommend on necessary improvements. The Terms of
Reference for that study were:

‘The team is to start on 3 September 1984 and complete
their task as soon as possible and in any case within
three weeks.

The team will report to the Deputy Secretary on a
reqular basis to advise of progress and, if necessary,
to receive fresh directions.

The team is required to:
l. Report on:

. the adequacy of existing administrative
processes and procedures for the handling of
applications for Commissioner for Housing loams.

the adequacy of existing financial procedures

and control mechanisms operating in respect of
applications for Commissioner for Housing loans.

.

the adequacy of existing staffing and other
rasources for the effective management of the
Commissioner for Housing loans scheme,
particularly in relation to the efficient and
effective handling of loan applications.

any other relevant matters associated with the
operation of the Commissioner for Housing loans
scheme.

2. Recommend to the Department:

any changes to the existing administrative
processes and procedures for the handling of
applications for Commissioner for Housing loans.

any changes to the existing financial procedures
and control mechanisms operating in respect of
applications for Commissioner for Housing loans..



-3 .

- &he appropriate level of staffing and other
tesonrces to achieve eflective management of the
Commissioner for Housing loans scheme.

+ Or any other changes relevant to the operation
of the Commissioner for Housing loans scheme. '

The review was conducted during the period 3-24
September 1984, and recommended that substankial changes
be made to the processes and staffing arrangements used
by the Branch. a Steering Committee, including a
representative of the Public Service Board, was created-
to oversight the implementation of the recommendations
and is monitoring their continued effectiveness.

4. A copy of the report issued by the joint review
team is at Attachment 2 ang Attachment 3 summarises the
action taken by the Department to implement the
recommendations. The Department has fully implemented
all recommendations that affect the control of funds and
most other recommendations. Those recommendations not
fully implemented relate to matters which cannot be
finalised until loan interviews are re-commenced or to

5. The Department is confident that appropriate action
has been taken to rectify the problems which caused the
over-commitment and over-expenditure of funds. The
action taken for the specific findings of the Auditor-
General, as reported in April 1985, is set out in the
following sections.

6. The Department also arranged through the Public

Service Board for Mr Fisher, a senior officer of the

Australian Public Service to undertake an inquiry and
report on the conduct of officers in relation to the

Commissioner for Housing Loans Scheme. The Terms of

Reference for this inquiry are:

‘Examine the conduct of officers in relation to
- The use and management of funds available for

the Commissioner for Housing Loan Scheme over
the period 1 July 1983 to 31 August 1984;
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i e e,

- 'The communication teo the Minister and the senior
management of the Department of information on
the magnituda and extent of over~commitment or
funds;

isi '] iewi the
- The provision of the PSB/DTLG team reviewing
admigistration‘of the Commissioner Egr Hopsxng
Loan Scheme of Terms of Reference which did not
incorporate an addition apporeved by the Minister
and the effect of this on the outcome of the
review;

-~ Any other matters related to the over-commitment
of loan funds.

And in the light of this examination report to the
Secretary as appropriate.’

7. This exercise started in January 1985 and thﬁ
officer reported to the Secretary in May 1985, T e 4
Secretary has now directed that this report be e§am1ni
by the First Assistant Secretary Management Services to
determine if there are grounds for disciplinary act;on
against any officer. Copies of press statements an
notices .to staff are at Attachment 4. These notices
were issued both to keep staff informed of progress and
to ensure they were fully aware that the Department was
treating the matter most seriously.

OVER-COMMITMENT OF FUNDS

8. Audit commented (2@¢.1.4(a)) abouF the paymen?f?f
$4.25 million for purchase of properties for renta¥
purposes. This is dealt with in the later section on
the Spot Purchase Scheme.

9. Audit noted that the actions to increase the demand
for loans had been taken without proper coantrols gr
analysis of the effects of the dgclsxon‘(28.1.4 f 1y,
Ohe of the recommendations madelxn the joint review was
to improve the teporting‘mechaylsms So that.the.L?ags
and Finance Section could provide regularA51mplexeb
management reports. New repgrting mechanisms havz1 een
introduced At Attachment 5 is a copy of the monthly y
management reports now used. The reports are dlscuszg
with the Branch Head by senior Loans and Finance sta
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and are copied to the Division Head. The revised
reports are designed to provide management with
information that will enable effective monitoring of the
number of applications on hand and in various stages of
determination. It also provides for a funds position,
at any time, to be predicted. fThis information allows
management to “gear up", or "gear down" the processing
of loan applications to the funds availability. as a
result of this reporting mechanism management is now
able to set target numbers for the number of loan
applications to be processed. 1In addition to this
report the Director is provided with more detailed
information, on a weekly basis. (Refer to Attachment §6).
The Loans Manager is responsible for ensuring that
target interview and approval rates are adhered to.

19. Audit found procedures operating within the
Department were not adequate to control commitments, nor
did they provide reliable information on the extent of
the commitments made (28.1.4(c)). Procedures for the
control of commitments have been completely reviewed and
strengthened to allow for Proper control to be exercised
over commitments and to provide reliable information on
the level of commitments made. Briefly, the current
procedure for loan approval is as. follows:

a) applicant interviewed

b} the maximum amount of Commissioner for Housing
loan the applicant would be eligible for is
calzulated

) eligiBility checked

d) case referred to Commitments Clerk (located in
Housing Branch) to determine if funds will be
available when required

e) if funds available, commitment recorded against
the approximate time funds will be reguired.
If available funds for that périod have been
committed, approval will not be given until it
is known funds will be available

f) loan approval given/not given by Loans Manager
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g) applicant advised of approval/non approval (and
reason) by Loans Manager

h) when applicant identifies the property to ?e
purchased approval of the amount required is
given and any adjustments in amount.or date
required recorded in Commitment Register. If
for any reason funds will not be available when
settlement is expected the applicant v_ull be
informed of the situvation and app;op;late
arrangements made before tbe Commissioner
agrees to lend on a specific property

i) loan payment made, after Authorising Officer
certifies funds are available.

Unless special circumstances arise! a maximu@ period of
two months is allowed for the applicant to find a
specific property, from date of approval, and a further
two months allowed for settlement to occux. If the
applicant does not proceed with the ?uzchaselln these
periods, and does not seek an exten51og of time, the
application is cancelled. These deadlines are imposed
mainly to assist in planning a reasonable cash flow
projection and thus improve funds management.

11. The Loan Approval (Attachment 7} and Funds
Commitment (Attgghment 8) procedures anq the forms used
by staff (Attachment 9) to assess, commit and approve
loans are attached. The forms show the funds commitment
phase is an integral part of the loan approval process.

12. Additional strengthening of control h§s been
introduced as all loan approvals are now given by the
Loans Manager (Class 9) and all letters of approval are
signed by this officer who has been granted a delegation
for this purpose. Previously, loans were approved at
the Class 6 level and letters of app:oyal were oftep
signed by Class 2/3. Cases where a waiver of certain
eligibility criteria are to be considered are referred
to the Commissioner for Housing for exercise of his
discretionary powers.
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13. Audit state that insufficient action was taken to
monitor and control the effects of the substantial
changes which occurred in the operation of the scheme
subsequent to May 1984, and that a request for
additional funds from the AMF on & July 1984 should
have, but had not, Prompted an immediate and Qetailed
study of the extent to which funding of the Scheme was

over-committed (26.1.4d).
this stage the 1984/85 Budg
it was not until 3} July 19

It should be noted that at
et had not been resolved and
85 that the allocation of

$8.5m was finalised.

14, The other related matters that happened. at that time
that were raised by the Auditor-General were

that detailed commitment information not being used as a
basis to support 1984/85 Budget Bids: and the apparent
lack of action taken to assess the effect of the
Government decision of 31 July 1984 on the level of
funds to be appropriated for housing loans (28.1.4e and
£}. The Department has acknowledged that detailed
commitment information was not used by the officers
briefing the Minister on the 1984/85 Budget bids.
However the new procedures that have been introduced ang
the improved management information mean these events
should not occur again. The level of appropriation is
an integral part of the cash flow/interview control
Process, and detailed commitment information will be
readily available for estimating purposes. The
statistics referred to by the Auditor-General at 28.1.4F
were in the form of a 13 page document comprising
statistics, graphs and tables (see Attachment 18}. This
report is a good source of reference material, but was
not an appropriate source of information for management
purposes and as. previously mentioned an appropriate
Management Information System is now operative in the
Branch and will be further developed once loan
interviews recommence.

15. In its interim response of 30 October 1984 to the
Auditor-General the Department said that most of the
issues found in that Study had also been identified in
the joint review by the Public Service Board. The
Department stated that most of the unsatisfactory
matters concerning management and procedures would be
rectified and did in fact complete implementation of the
report by December 1984, apart from matters that could
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not be introduced until loan interviews re-commenced or
matters like training that could not be fully
implemented quickly. Details of action taken against
each recommendation are at Attachment 3.

OVER-EXPENDITURE OF THE AUSTRALIAN CAPITAL TERRITORY
HOUSING TRUST ACCOUNT

16. Audit found that the Trust Account was over
expended because of the treatment of collect cheques
(28.1.5).

. All cheques to advance loans madg by the
émeissione:qfot Housing are drawn using the ‘collect
cheque' method. This is to allow the cheques to be
presented to the vendor at settlement. As previously
explained the loan approval process has been §1tered :o
ensure that funds will be available when required. A
settlement time the commitment clerk ensures that there
has been a commitment made for the required advance,
amends the Commitment Register to indicate the L
outstanding commitment (for each applicant and the to:a
commitment outstanding) and records the chegque reques
as paid.

. s the Finance Ledger System cpegated by.the
égpartment of Finance operates.some six days in arrears
it has been necessary for Housing Branch to keep an up-~
to~date record of funds actuwally hgld in the Trust "
Account and to record commitments in that system rather
than the Finance Ledger. When the Claim for Payment is
prepared the Commitment Clerk records payments at thef
time the cheque is requested, is regularly informed o
all revenue received to the Trust Account and og any
adjustments which have been made to the App;oprxat1o? x
Ledger. The records maintained by the Commitments C ir
are those used to determine whether further commitmen
or payment can be made. To effect thxs5 the gecretaty
will appoint on 1 July 1985 (or before 1ntexv}ew§
recommence)} the Commitments Clerk as a Prescribe ibed
Officer under Finance Regulation 47(2). The ?resctl e
Officer's responsibility is to ensure funds will be
available when required, i.e. rec?rqxqq cqmmltments.
The Authorising Officer's responsibility is then to .
determine that sufficient funds are available to mee
the payment at the time the payment is to be made.
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19. It is considered that
t the above method is t
g£§;§:;;§ttglg:;$r°1 congitments and payments, a:et:§5t
§ records are the onl ~to-d
records held by the Departme: Departmone o
: Dt or the Department
Finance. bepartmental Authorising officsrs h:Ee gien

zgiingtiavailable and generally reminded of their

o gccéggi.isrzo:u:$:§yé tbi gteps taken to ensure that
t commited or overdrawn h.

Strengthening of control ove i ravmen

5 h r commitments and 4

in Housing Branch, and the rej i Prreedu

inforcing of th
under the control of the Authorising gfficet:.pzocedures

26. Audit commented that »
2 the Trust Account
ﬁ::;drqwq for t@e periQd 9-19 July 1984 becau::sthe
Orising Officer failed to Process a transfer "

2l. The Auditor General i
e - questioned whether it
:Egéggzlateifor the Depa;tment of Pinance tolreyzzse
until the Authorising Officer is able to give an

éﬁggsgggsﬁetg implement such a control to ensure over
; oes not o . i i 4
T the pupceaoes @ ceur This concept is reflected

22. fThe Department'’s
T comment about staffin
;:ss?sfmgg:eﬁsssgrs og Page 133 was in the gazsge of a
lon about the constraint i
Department in this area Th. ntes Bearrs
5 + The Department's staffi
:z:§§:2;?§:r3§§esgziisl with strong Pressure tgf;?gocate
£ e ery areas. Whil. tt i i
definitely be given to b } S ana generaatt
ini oth job specifi
training and to associat e such an pescneral
a ed matters such i
this can only be done to ihla within or
t N N : !
Department's staff allocat?in?Xtent possible within the

DEFICIENCIES IN THE SYSTEM FOR CONTROLLING COMMITMENTS.
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23. Budit noted deficiencies in the system for
controlling commitments, with reference to the
procedures when approving loans, inadequate records of
commitments, monitoring of funds availability and
control over collect cheques (20.1.6}.

24. Under the current procedures a loan approval can
only be given {f there will be Ffunds available when
required. Loan approval letters are not signed until
the loan is approved and that approval process is not
completed vnless funds are available. These letters are
now signed by the Loans Manager, who has the delegation
to approve a loan, providing the eligibility criteria

are met.

25. Commitments are now recorded prior to ‘'Stage 1"
approval being given (refer paragraph 19), and should
loan approval not be given the Commitment Register is

adjusted.

26. The 'Stage 1' approval will continue to be used,
although the letter may be modified at a later date.

The Department has been advised the letter is a binding
agreement, but this is no longer of concern so far as
the commitment of funds is concerned. The procedures
now provide for funds to be committed before the initial
loan approval (Stage l) is given, rather than when a
specific property is identified for financing (Stage 2}
(refer to Attachment 7 and 8). This change provides
additional safety margins as there is a drop~out rate of
approximately 15% between 'Stage 1' and 'Stage 2'
approvals and the amount approved at 'Stage 2' would not
normally be dreater than at ‘*Stage 1!, Should the
situation arise where there has been a change in
circumstances in the particulars of an applicant since
'Stage 1l' approval was given, the maximum amount the
applicant was eligible for would be reassessed, and a
revised ‘Stage 1" approval would be given.

27. It is considered that the revised Funds Commitment
procedures, described at paragraph 19 and detailed at
Attachment 8 adequately allow for funds availability to
be checked, at the time payment is required.

Delegations for all officers either are being or have
been formalised and in the former case will be operative
before interviews recommence. Duty statements have been
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amended where appropriate,

11 -

The Finance Manager (Class

9) in liaison with the Loang Manager (Class 9) is now

responsible for predicting
Account. This information

the cash flow of the Trust
and associated discussion is’

used by the Assistant Secretary Housing to set target

interview rates ang monitor
recirculating funds.

2§. Due to the time lag which exists in maintaining the

Finance Ledgers System the
recorded manvally in Housinp

the availability of

records of commitments are
9 Branch to ensure that up-

to-date information, upon which management can act, is

held.at‘all times. Through
appointing a Prescribed Off
value to record commitments

this system, and by
icer, it is no longer of any
on the Finance<Ledgezs

The Department of Finance
was consulted wh i
s¥§§e¢ Yas being developed ana haive endorssg EQS Fevised
ge;ggég :s gf thg System. The problems with the Pinance
recorded‘g: i:a:lilant Lecur as now expenditure only is
c 3 edger. Prior to the Fi
System being discontinued to record commi:::s:snigge:

Housing loans, both systems

were used and several

reconciliations were perform
1 ed to ensure
outstanding commitments were recordegd. that all

giéreﬁ:lsrﬁgigy§lyﬂmentioned‘the Commitment Register
in Housing Branch ig considered
:g:;rate. The Commxt@ent Register is a manual :gc§§d
- Some 2d pages being used to record comhitments

details for each approval.

on an individual basis with
record is held of actual fun
this Register is at Attachme

30. With reference to the a
should have been an approved.
the Department believes such

This register is waintain
ed

sub-totals. A separate

S available. a co

at 11, Py of

udit comment that there
. forward commitment (p. 134)
a mechanism is not required

by Finance Direction 47
- _The Department's vi
Supported by Department of Finance. Forwardligm;?:ment

c¢an be operatead by the Trust

Account,. providing the

level of that forward commi
el mmitment does not ex
anticipated level of reeirculating funds ava?isglgh?n
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the next financial year. The level of forwargd
commitment must not undér any circumstances assume any
amount appropriated in the next financial year and the
procedures should ensure this is the case. As the level
of recirculating funds is an estimate, the Department
has undertaken to keep any forward commitments below the
level where the level of funds is known with a high
degree of certainty.

3l. A significantly improved management information
system is now operating in the Department to monitor the
Trust Account. As a minimum the balance of the Housing
Trust Account is now monitored on a daily basis by the
Commitments Clerk, on a weekly basis by the Director,
Loans and Finance and on a monthly basis by the
Commissioner upless exceptional circumstances arise.

The information that these officers have available for
monitoring is the records of all commitments,
expenditure and revenue {both actval and forecast). The
actual documents used are at Attachments 5, 6 anq 12, 1A
permanent record of these reports is maintained in the

Branch.

32. Security over ‘collect cheques' has been tightened
and new procedures issued to staff to ensure adeqguate
division of duties. A copy of the revised procedures is
at Attachment 13.

THE RELIABILITY OF THE $7.9 MILLION ESTIMATED DEFICIT

33, Audit noted a variety of errcrs that led it to
conclude that the estimated deficit of $7.9m was
unreliable. When responding to this point in October
1984 the Department considered that $7.9m was the most
accurate estimate available, based on an analysis of the
applications and on the then existing trends of
recirculating funds.

34, The estimates have been regularly revised since
that time, and currently the deficit will total about
$3.15m and the Department of Finance has been advised of
this. It is Que partly to applicants not taking up
loans and partly to an increase in recirculating funds
through an unexpected incréése in the level 9f
discharges of existing Commissioner for Housing loans.
The additional revenue in recirculating funds together
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with reduced expenditure has been used

h 1 " to off-set the

:dd;txogal $7.9 million appropriated and the additional
unds will be rxeturned to the Consolidated Revenue Fund.

35. The situation is set out in the Ffollowing table:

1984/85
ESTIMATE ESTIMATE
AT AT
OCTOBER JUNE
1984 1985
Net recirculatin L 1m
geire g $9.1lm $12.44m
Appropriation $16.4m $11,.65m
Number of loans
issued 583 o8

SPOT PURCHASE SCHEME - IRREGULARITIES

36. With reference to the prepayment of

Department arranged for its in€e¥§a1 Audi:uggséigzéto
examine Audit's findings, which indicated that the
Commissioner pal§ §l.7m in settlement monies properly
due and payable in the 1984/85 financial year in June
1984. The Department believes that of this amount
fggg}ggﬂ was a prepayment that should have been made in

37. One of the properties purchase
development at Emu Rigdge, Belconngn was sgétiegozghggse
June, 1984. At that time all purchase nmonies were paid
over even though the townhouses were not complete and
ready for ocgugation. It was not until 20 July, 1984
tgat the Solicitors for the Vendor sent the Cerxtificates
g Occupancy and of Compliance. During the negotiations
g: thag gurchase an officer of the Department agreed to
the solicitors proposal that the settlement monies of
$6028,068 be paid into their Trust Account and released
gvta pro rata basis to the Vendor as each Cerxtificate of
itness was issued for the townhouses. Accordingly, the
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Department feels a prepayment of $540,000 occurred,
after allowing for a 10% deposit to be paid pursuant to
Item 8 and clause 2(1) of the contract, which is in line
with accepted practice. while payment was made in June,
there was not satisfactory performance or delivery until
all the Certificates of Fitness were jssued in respect
of the townhouses, ie on 26 July, 1984, Accordingly the
Department accepts that the monies of $540,0600 should
not have been paid.

38, Due to an unforseen delay in settlement, the
puxchase of James Court, Red Hill was not finalised
until 3 July 1984, It could be sajid that a prepayment
has occurred since the cheques were drawn from the funds
of the 1983/84 financial year which were not due and
payable until 1984/85. However the cheques were drawn
for the original anticipated settlement date of 28 June,
1984, and it was the result of the Vendor's solicitors
postponing settlement until 3 July, 1984 that the
Conmissioner was forced to hold the cheques until the
subsequent financial year when settlement took place.

1t was not feasible to re-bank the cheques due to the
small time delay and, technically no payment occurred
until 3 July, 1984. Accordingly the Department does not
accept that a deliberate prepayment occurred in this
instance. The contracts were signed and exchanged on 26
June, 1984 and the funds were committed at that time.

39. 1In view of the matters raised by the Auditor~
General, as requested the Department sought advice from
the Australian Government Solicitor regarding the
legality of the purchases. which had been made. ©On 13
February 1985 the Australian Government Solicitor
advised the Department that the purchase of the units
was not a lawful use of the Trust Account funds.

4¢. The Department considers ‘there are three options
which can now be taken:

a) amend the Ordinance to provide that the
Commissioner may rent out the units and pay the
rents into the Trust Account {or to the
Commonwealth);

b) sell the properties, reimburse the Trust Fund
and pay any surplus to the commonwealth; or
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¢) surrender, or transfer, the Howsing interest in
the units to the Commonwealth.

Further detail with regard to the ramifications of these
options is at Attachment 14. The Department is still
consideripng the most appropriate course of action to
take in this instance.

CONCLUSION

4l. The Department has taken all possible action to
ensure that the sitvation which led to the over-
commitment of funds and the overdrawing of the Housing
Trust Account will not recur. It has implemented new
procedures which ensure that adequate control exists
over the commitment and payment of funds and has also
implemented a range of actions to improve the financial
and administrative procedures and staffing arrangements
for Housing Branch. The Auditor-General's staff have
seen the action taken by the Department and in the
conclusion to the Auditor-General's report it is stated
that:

"Provided the amended systems and procedures are
adhered to, remedial action taken by the Department
should eliminate such problems in the future.,"

42. In addition to the high profile that management
oversight of the area has taken, and will continue to
take, the officexs who designed the systems will return
to the Branch when it is decided to recommence
interviewing applicants for loans to ensure that the
systems are operating as intended. It should also be
noted that the Steering Committee for Bousing Loans is
still meeting on a regular basis to manage the longer~
term recommendations of the joint review report. ‘rhe
teering Committee will continue to meet until all items
are satisfactorily implemented.
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ATTACHMENT 1

Statement of Policy and Objectives
HOUSING BRANCH

ORGANISATION

Tenants and Properties Section, Policy and Projects Section,
Loans and Finance Section.

FUNCTIONS
Administers the following housing assistance schemes:

~ home ownership assistance

- goverament rental accommodation

- (non-government) mortgage and rental relief
Services the Government's housing obligations as an employer,
providing rental accommodation to defence services personnel, and
housing loans to public servants compulsorily transferred to the
A.C.T.
Provides rental accommodation for use by community crganisations
to furnish necessary community and welfare services of a

residential character.

Makes recommendations to the Minister on operational matters and
in relation to policy development.

Powers and functions are conferred by the following legislation:
- Housing Ordinance 1928
- Recovery of Lands Ordinance 1929
~ City Area Leases Ordinance 1936
- Commonwealth Dwellings Rent Ordinance 1961
TENANTS AND PROPERTIES SECTION
Functions

Registers applicants for rental housing; allocates houses and

flats.

Administers the priority/crisis/emergency housing scheme.
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Maintains and manages Department of Tervitories controlleg
dwellings; administers teénancies; oversees operations of the
government Long Stay Caravan Park and Jerrabomberra House.
Provides technical guidance concerning government dwellings.
Administers mortgage and rental relief.

POLICY AND PROJECTS SECTION

Function

Develops and reviews housing policies and projects.

Provides Branch statistics and management information services.
Prepares._replies to Parliamentary representations and similar
correspondence and Parliamentary and press questions; processes
FOI requests relating to documents held by the Branch.

Designs, implements and maintains Branch ADP Systems.

Provides administration co-ordination for Branch.

LOANS AND FINANCE SECTION

Punctions

Grants Commissioner for Housing and compulsory transferees loans;
processes changes to the terms and conditions of mortgages;
settles and discharges mortgages.

Manages loan and rent accounts.

Provides executive and office support for the Branch's financial
operations.

Powers

Under the Housing Ordinance, the Commissioner for Housing may,
subject to the control of the Minister, administer schemes for
providing and or assisting in providing dwellings. In particular
he may:

- grant loans to assist eligible persons to buy or build a
dwelling in the A.C.T. or to discharge an existing mortgage
on such a dwelling. {Scheme for Providing and Assisting in
Providing Dwelling Houses; commonly referred to as the
Commissioner for Housing Loans Scheme}.

~ acquire privately owned Crown leases which are appropriate
to the requirements of the Government rental housing and
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home ownership assistance programs in the A.C.T.,when an
increase in the government owned dwellings, either in a
particular locality or overall, is necessary.

In addition the Branch may:
- allocate goverament rental dwellings in the A.C.T.
- grant rental rebates to government tenants on low incomes

~ Trepossess government rental dwellings in the event of
default by tenants (Recovery of Lands Ordinance)

- take appropriate action for the recovery of moneys owing in
respect of schemes administerxed by it

- arrange for the repair and wmaintenance of government rental
dwellings

- discharge Commonwealth funded mortgages.

- provide financial assistance under the mortgage and rental
relief scheme and adopt such financial and administrative
measures as are necessary for the efficient operation of the
scheme

- fix and vary interest rates on Commonwealth funded housing
loans

-~ fix and vary rentals for government dwellings (Commonwealth
Dwellings Rent Ordinance)

~ sell government owned dwellings.
ARRANGEMENTS FOR OUTSIDE PARTICIPATION
THE HOUSING BRANCH ADVISORY COMMITTEE

The Committee meets fortnightly to review priority applications;
to hear appeals against Mortgage and Rent Relief decisions and to
review submissions on proposed termination of lease action.

Membership comprises of 2 representatives from Housing Branch who
act as Committee Chairperson and Committee Secretary and 1
representative from each of the following: A.C.T. House of
Assembly: DT Welfare Branch; A.C.T. Council of Social Services;
St. Vincent de Paul Society; The Smith Family Inc; Canberra
Womens Refuge Inc: Single Womens Shelter Inc; Catholic Social
Services; Canberra Youth Refuge Assoc; Balvation Army Family
Welfare Bureau.
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THE COMMUNITY HOUSING ENXPANSION PROGRAM ADVISORY COMMITTEE

The Committee meets regularly to administer a program aimed'at
establishing housing co-operatives as a legitimate alternative
tenure form.

Membership includes one representative from each of the following
organisations: A.C,T. Council of Social Services; Shelter
{(A.C.T.); Youth Accommodation Group; Existing Co-Ops ({funded
under CHEP); Women'‘s Services and Department of Territories
Housing Branch.

COMMUNITY TENANCY SCHEME ADVISORY COMMITTEE

The Committee meets regularly to guide administration of a
program aimed at providing medium to long-term accommodation to
low-incone clients of community groups such as student groups,
migrant yroups etc,

Menbership includes one representative from each of the following
organisations: ACT Council of Social -Services; Shelter (ACT);
the Australian Council for Rehabilitation of the Disabled; ACT
Association for Mental Health; ACT Council on the Ageing; Women's
Services; Student organisations; Migrant groups and Department of
Territories (Housing Branch).

OTBER ARRANGEMENTS FOR OUTSIDE CONSULTATION

Representatives from the A.C.T. Council of Social Services,
Housing Branch, Housing Industry Assoclation, Housing Task Force,
and Real Estate Institute Association meet periodically to
discuss and consider housing related matters of mutual concern.

Residents' groups of government accommodation consult with
Housing Branch officers as the need arises.

Other persons or bodies cutside the Branch also consult with the
Housing Branch officers and make representations to the
Commissioner for Housing as necessary.

Categories of Documents

(a) nil

(b) nil

{c) information circulars on assistance schemes administered by
Housing Branch copies of loan or rent accounts

statistical bulletins



(a)

crown leases in respect of properties subject to mortgages
to secure Commonwealth funded housing loans

memoranda of mortgages (kept with leases)

minutes and background papers relating to Housing Branch
Advisory Committee b

files for each tenanted property containing agreements,
maintenance records, and records of the dealings with
tenants and other of the non-accounting nature, including
applications to purchase and supporting documents

account files for each tenant and mortgagor

files for each tenant on a rental rebate, containing
apprications supporting documents, assessments and other
information

loan files for each approved loan and each application

(current and discharged), containing documents relating to
all matters of a non-accounting nature {for example, sublet

applications)

transfer files for each tenant containing applications and

supporting documents

tenancy application files for each applicant, containing
supporting documents

priority housing files for each applicant containing
applications and supporting documents

emergency housing files for each applicant, containing
applications and supporting documents

crisis housing files for each applicant containing
applications and supporting documents

requests for defence service priority housing, kept in
folder

requests for compulsory transferee housing {various
Departments), kept in folders and indexed by department

mortgage and rental relief files for each applicant
containing applications for assistance and supporting
documents

policy files relating to policy developments and schemes
administered by Housing Branch
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ATTACHMENT 2

DEPARTMENT OF TERRITORIES AND LOCAL. GOVERNMENT

REVIEW OF HOUSING BRANCH

MORTGAGES AND FINANCE SECTION

September 1984
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1.
1.1
l.1.1

INTRODUCTION AND SUMMARY

Background to the Review

As a result of difficulties experienced with the
Commissioner for Housing Home Loans Scheme the Secretary
of the department of Territories and Local Government
requested the Public Service Board for assistance in
reviewing the administration of the Scheme.

The review was conducted between 3/9/84 and 21/9/84 by a
team comprising Glen Gaskill (Principal Project Officer,
Public Service Board) and Bruce McKenzie (Assistant
Director, Internal Audit, Department of Territories and
Local Government).

The texms of reference for the review were, basically, to
report on the adequacy of systems, staffing and resources
for the administration of the Commissioner for Housing
Loans Scheme and recommend any changes. Detailed terms
of reference are provided as Appendix 1l.1.

In order to ensure a balanced considaration of the
administration of the Housing Loans Scheme it was
necessary to examine the systems, operations and
structures of the whole Mortgages and Finahce Section of
the Housing Branch. An overview organisation chart of
the Section is provided in the following diagram. A more
detailed chart is at Appendix 1.2.

CLERK CLASS 10

DIRECTOR MORTGAGES AND FINANCE

Clerk Class 8 Loans

Clerk Class 9 %inance

Clerk Class 6

Registration &

Clerk Class 5

Discharge of

'Clerk Class 8

Trust Account

'Clerk Class 7

'+ Account

Applications Mortgages. Admin Management
Interviews to Administration] Finance {Rental and
determine of Mortgages Reviews Mortgage)
eligibility ‘ i « Debt
Recovery
Approvals to Interest Commitments - Reconci-
Loans Reviews lations

Settlements

Total Est: 9

Total Est: 12

'Total Est: 2

‘Total Est: 15

Loans.
Management:

' Mortgage .
.Management

Projects

Accounts
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1.2
1.2.1

General) Findingsg

We believe the Commissioner for Housing Loan Scheme ran
into difficulties primarily because funds required to
service loans commited wore not identified at the
appropriate time. In a two stage approval process
recognition was only given to funds requirements at Stage
2. This was probably not significant in a stabile
situation. It was however, crucial to managing funds and
ensuring effective controls in the special situation
which occurred in May and June, particularly in view of
flow on implications for liquidity into a new financial
year.

The review team believes the administration of the
Commissioner for Housing Loans Scheme failed under
pressure primarily as a result of inadequate management
attention during a period of high risk characterised by:

. special arrangements being instigated in order to
finalise loans before the end of the financial year.
This led to significant workload increases, additional
risks and mors immediate demands £or funds by speeding u
the processing of loans, it also apparently raiszed
significant public expectations on the availability of
loans;

s

. staff movements which resulted in middle level
managers in the loans area being relatively inexperienced
in the operation of the loans scheme and the £inancial
implications on the Home Loans Trust Account;

. mneed for caution with long term commitments as
additional funding was the subject of a New Policy .
Proposal;

. administration of the new loan scheme which, in terms

of determining eligibility and calculating the” value of

loans and repayments, was more difficult than the scheme
it replaced; and

. increased availability of land due to recent releases
and apparent access to more homes as a result of the
increased maximum value of loans.

In considering the above circumstances:

. special management parameters beyond the need to spend
funds were apparently not laid down or communicated to
staff;

. discussions with all loans staff (approximately 10)

to identify additional- risks, check understanding or
introduce special coptrols or targets were apparently not
held;

. no special reporting or checking arrangements were
initially introduced;r
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« indicatieons of problems e.g. extent of interviewing
underway, absence of normal reports, apparent staff
concerns at ability to process applicatiens, rising
publie complaints and friction between Loans and Finance
areas were not recognised despite the use of Weekly
Executive Team meetings held in the section; and

. decisions made to cut off interviews did not
recognise, or were apparently not based on understanding
of the flow-on effect of high levels of interviews (up <o
30 per day) which were scheduled one month in advance.

In addition management reporting, which may have warned
the Commissioner of problems is largely based on detailed
statistics, which are not analysed or commented on by
subordinate managers, are not timely and give little
ingication of trends or management difficulties.

It is also apparent that lower level staff did not have
the initiative or sufficient trust to raise obvious
problems with senior staff.

The system for handling applications for Commissioner for
Housing Loans is an inherently simple manual process
involving:—~

Receipt of Application

I

Interview
conducted in waiting list
order {Priority given to

applicants with dependents)

. Advice of eligibility and entitlement
(first stage approval)
This is the initial commitment

by the Commissioner
to a loan

Loan approval
{second stage approval
Property is identified for purchase)

[

I SETTLEMENT
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1.2.10

1.2.11

1.2.12

1.2.13

Improvements in procedures can be made by increased
supervisory attention being given to each of the above
stages which represent the main client contact.

A review of the Loans Sub-Section has only recently been
completed by the Department's Management Consultancy
Section. We did not attempt to review their f£findings and
recommendations which provide some up-grading of
supervisory positions in the Loans area and a net
increase of three positions.

ongoing workloads to finalise current loans approved will
ensure sufficient work for existing staff and the need to
commence annual reviews of loans finalised will start to
build up. Processing of New loan applications has
however ceased pending assessments of funds capacity to
process additional lecans. Under these circumstances
detailed assessment of staffing needs is difficult.
However, the review team believes existing staffing
levels should be adequate if Branch lianagement Instigate
an appropriate oversight of staff deployment and ensure
early action as work loads change.

A4 significant additional risk with the Administraticn of
Loans is the comparatively low level of staff (Clerk 2/3)
who take prime carriage for interviewing applicants,
assessing eligibility and initiating recommendations for
Loans. We believe Management support in terms of
induction, training, support and guidance has been
lacking.

Operations within the Loans area require a delicate
balance between assistance to clients and effective
contxol over applications to verify entitlement and
eligibility. There are however important client
relations aspects that need attention, including
inadequate interview facilities. Basic information to
applicants can be improved and correspondence and
telephone techniques need attention.

In considering the operations of the Loans Scheme it is
necessary to understand that possibly 600 loans will be
finalised during 1984/85 which is in excess of the 564
loans finalised in 1983/84.

The major concern is that there has been insufficient
management control and direction to ensure applications
for loans were handled in an orderly manner based on
estimates of funds flow. The concentration late in
1983/84 on approving loans, for which it was claimed
could be settled by 30th June, probably resulted in loans
being granted to those not most in need or high in
priority on the waiting list.
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1.3
1.3.1

Major ‘Recommendations

We believe that a number of improvements should be made
to improve the administration of the Commissioner for
Housing Loans Scheme and related management and
administration within the Housing Branch.

We recpmmend action be taken in the following main
areas:-

. Management Improvements. Introduction of simplified
management reporting as the basis for regular assessment
of performance. Closers attention be given to funds
management to ensure conscious decisions on the capacity
to advance loans and maintain fund liquidity. Action
needs to be taken to ensure there is a recognition of the
long term commitment of funds when applicants are advised
of the availability of a loan (first stage approval)
rather then £inal approval stage as at present.

. Systems and Procedure changes. Management atiention
should be given b ar=as oI risx and exposura e iay
stages in the process. A& summary of some areas
weakness is provided as Appendix 1.3. Some streamlining
of procedures is recommendad however action to improve
basic procedures can be achieved through closer
involvement of staff in procedure review. 'The early
introduction of an investigations unit will allow action
to be taken in areas where there are risks of ineligible
applicants obtaining loans. Longer term use of ADP
systems is endorsed, however we suggest caution in their
development, introduction and priority in view of the
relatively small size of the Housing loans operation and
other urgent needs in the Branch and the Department.

. Staffing and Structure . Introduction of additional
organisation changes by separating the existing Loans and
Finance groups and having them report directly to the
Assistant Secretary. In addition some strengthening and
streamlining at lower levels in the organisation will be
necessary to ensure higher level staff have initial
contact with applicants in order to.lessen risks, ensure
better advice to applicants and reduce processing delays.

« Other matters. In conducting the review a number of
other matters came to attention and recommendations are
made for improving client relations, cooperation

with Policy and Projects Section and Departmental review
mechanisms. Comments are also provided on the
possibility of £raud and the proposed Home Buyers
Advisory Service.

Details of recommendations are included in specific
sections of the report under the above headings.

Our recommendations, with the involvement of staff and a
commitment by Branch management, can be achieved within
the establishment numbers as recommended by the
Department's Management Consultancy Section. It will
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1.4
1.4.1

however, be necessary o increase staff and middle
management trust and will require continuing senior
management involvement and flexibility to ensure a steacy
improvement in the operations of the proposed new
sections.

To ensure ongoing attention is given to the changes
recommended a person should be appointed full time for
three months to direct implementation.

Action

We believe immediate action should be taken in the
following areas.

+ Introduction of basic management reporting. Despite
the comprehensive collection of statistics within the
Branch basic management information is lacking.

+ Assess ongoing action on loan applications. There
still appears to be some confusion within the Branch over
capacity to provide additional loans over the remainder
of the financial year.

« Advise staff of the Section directly on action being
taken.

. Introduce more effective commitment procedure to
ensure first stage approvals are recognised in
determining funds capacity and reconcile details between
Housing Branch, Finance and Supply Branch and the
Department of Finance Ledger.

» Introduce a Funds Management approach to project funds
availablity throughout the ysar.

« Plan detailed discussions with Department of Finance
to resolve the interest rate payable for amounts already
advanced and to determine the future of the Housing Trust
Account.

. Introduce revised organisation arrangements for the
Section that will allow for the Commissioner to have
closer control over Housing Loans and Housing Finance
activitigs.
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1.5
1.5.1

Ssummary of Recommendations

A full summary of recommendations follows:
{section indicated in brackets details where
major comment or recommendation occurs)

Management Improvements

1.

Loans and Finance Section provide regular simplified
management reports (3.2.4)

« use general format provided as Appendix 3.1

. use reports as the basis for management meetings to
determine ongoing action

. recognise the need for subordinate managers to have more
detailed information

. integrate reporting arrangements with other Sections to
reduce the detailed reporting load on The Commissioner

» concentrate on basic management pverformance indicators
rather than complex program control and reportiag
mechanisms

Middle level managers give more attention to staff
performance (3.3.3) :

« set work targets allowing sufficient time for increased
communication and self development

. encourage staff to make their contribution to improving
operations

. concentrate on improving staff relations without use of
complex techniques

. select middle level managers (class 5 and above) on
management or supervisory skills rather than detailed
knowledge of the loans scheme

Strengthen Funds Management & Financial Planning (3.4.6)

. strengthen in conjtunction with financial planning,
budgeting and estimating processes

+ provide more concéntrated analysis, assessment and
estimation of funds commitments, availability and flow

. assess long term implications of the new loan scheme on
viability



. agree on target interview and approval rates

Arrange early discussions with the Department of Fihnance to
resolve matters affecting funds management. (3.4.9)

. long teim effects of interest charges

. options for operation of the Trust

. purchase of accommodation units

. seeking annual funds through New Policy Proposals

. examining detailed financial control and recording
processes

Systems and Procedures

5.

6.

9.

Modify loan approval process in accordance with detailed
recommendations provided in Appendix 4.2 (4.1.2)

Idenctify long term funds commitments at Stage 1 appyoval
tarough use of proposed ADP waiting list system. Formal
commitment on Finance Ledger System continue to be made a%
Stage 2 {(4.2.3)

. Simple manual record will be necessary if ‘there are any
delays with the waiting list system

+» Loans Section to be responsible for maintaining long term
commitments and advising Finance Section (4.2.5)

Line Management concentrate on particular areas of risk and
encourage staff to initiate changes to individual procedures
(4.3.1.)

Introduce the proposed Investigations Unit as soon as
possible (4.4.1)

. exercise care in determining final role
. examine what specific authority is required

« conduct a file audit as an early task to identify major
areas of risk

. nhote: it is inappropriate to rely on the investigations
unit for regular case investigations

Introduce the ADP Register System for recording commitments

and providing more timely management statistiecs. Longer term
consideration needs to given to an overall plan for Housing
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10.

11,

12.

Branch ADP needs. (4.5.2) Care should be exercised in the
tasks for which automated systems are to be used (4.5.6).

Assess the use of forms, guidelines and checklists in other
loans institutions to identify any additional streamlining
possible. (4.7.2)

Introduce a self help approach to reviewing and documentinq
basic procedures, staff aids and client information. Provide
assistance from Hanagement Consultancy Section through
workshops on procedure examination and documentation. (4.8.2)

Examine general issues requiring management clarification
outlined in Appendix 4.3 ie. (4.9.1)

Assessment of Income

Assessment of Commitments

Handling of Gifts

Avoidance of Leading Clients

Using external Information Sources
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13.

Make greater use of working check lists to mvercome
duplication with forms and ensure closer direct control by
supervisors of casework. (4.10.4)

Structure and Staffing

14.

15.

l6.

17,

18,

Split the Mortgages and Finance Section into separate Loans
and Finance Sections reporting direct to the Commissioner for
Housing. (5.2.2 and Appendix 5.1}

» combine loans and settlements groups into joint teams
with public contact being primarily at the Clerk Class 4
level (5.2.3)

. re-organise Finance Section based on structure proposed
by section management and staff within existing
classifications and establishment (5.2.3)

The Project Officer {administration) introduce a more
rational approach to staff movement throughout the Branch for
both development and manzgament purposes. (53.2.2)

Develop staff skills in management and supervision to provide
competent staff to take on higher level activities.

Gradually broaden jobs within the Loans Section to improve
staff skills, job satisfaction and concern for

clients. (5.3.4)

Supervisors give more adeguate attention to the use and
maintenance of procedure statements through (5.3.5)

. active involvement of staff to make minor changes
. ensuring new staff have access to procedure statements

. Management Consultancy conducting workshops to advise
staff on methods of reviewing and charting procedures.

Provide increased support to public contact staff. {5.3.7)

. supervisors and middle management regularly attend the
counter to gain an understanding of problems and the
quality of service

. arrange regular discussions on customer problems
. commence an in house training program covering client
relations, phone techniques, interview techniques, duty

of care, Branch coperations and procedures, client
counselling and customer service.
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Other Matters

19.

20.

21.

22.

23,

Improve client relations by: (6.2.2)

. re-assessing interview facilities for loan applicants

. paying more attention to explanatory information for
clients - simple check lists at interview or when
applications are lodged may be more useful than formal
letters

. introduce a brief ‘handout’ on requirements and
responsibilities for progress payments

review letters to clients in conjunction with the Client
Liaison Officer and interested community groups to ensura
they can be understood by clients

. streamline methods for processing refunds in conjunction
with Finance and Supply Branch.

provide a summary of policy projects to Loans and Finance
staff to consider the need to provide practical iaput,
consider ongoing operations and ensure staff are aware of
areas of change being considered. (6.3.2)

Minimise fraud potential by (6.5.3)

. staff identifying where an applicant is known to them;
. eliminating the use of standard statutory declarations;

' s
. investigations unit initially concentrate on identifying
main areas of risk

Closer attention be given to co~ordinating the Debartment's
review mechanisms to ensure total systems problems are
identified. (6.6.3)

A person be seconded full time to implement changes
recommended. (7.2)
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2.
2,1
2.1.1

OPERATIONS 'OF MORTGAGES AND FINANCE SECTION

Size and scope of the organisation.

The Housing Branch organisation as approved by the
Secretary on 9/7/84, comprised 157 positions. A break up
by major activity is:

+  Executive (Assistant éecretary, Directors and Steno-
Sacretary Positions - 5 Staff -~ 5

+ Tennants and Properities Section (Rental Housing}
Positions - 88 Staff - 71

« Mortgages and Finance (note if proposals by Management
Consultancy are approved a net increase of 3 will be
provided) Positions -~ 49 staff - 39

+ Policy, Projects and Co-ordination
Positions - 15 Staff - 14

The Mortgages and Finance Section comprises two sub-
sections:

. Loans and Mortgage management sub-sec¢tion under a
Clerk Class 8 responsible for processing New Loans from
applications to settlement (9 Approved positions) and
administration of mortgages (12 positions);

+ Finance sub-section under a Clerk Class 9 (28
positions) responsible for financial accounting,
administration of rental and mortgage accounts and funds
control.

An organisation chart of the Section is provided as
Appendix 2.1 Changes in the Loans and Mortgage
Management sub-section recommended by the Department's
Management Consultancy sub-section would result in the
organisation indicated at Appendix 2.2. Primarily the
changes recommended by Management Consultancy provide for
re-classification of middle management positions,
introduction of an investigations cell and some internal
redeployments. The result would be a net increase of
three positions.

Loans administered by the Section comprise:

. Commissioner for Housing Loans including the ‘'new

-scheme' introduced in October 1983 and the ‘old scheme’

operating between 1930 and 1983. Current Accounts are in
excess of 10,000;

+ Commonwealth of Australian Mortgages (sale of
Government Homes Scheme). Current accounts are close to
8,000;

- Loans for Public Servants compulsory transferred to
the ACT. A particular allocation of funds is provided
for this category which includes approximately 300
aceounts; and
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2.2

2.2.1

. Loans to co-operative building societies prior to
1975,

The following details indicate the scope of the operation
of the Housing loans scheme.

. 1024 Applications for assistance were received up to
May. This compares with 1319 in 1982/83.

. 186 Applications were rejected or cancelled in 1983/84
compared with 252 (19%) in 1982/83.

. 564 Loans valued at $18.1m were fipalised in 1983/84
compared with 932 valued at $25.766m in 1982/83.

In placing the extent of Commissioner for Housing Loans
in context it is worth noting a recent press statement
that Banks lent $182m over 18 months for personallhou51ng
in the ACT with building societies lending $163m in the
ACT and *he Northern Territory.

Procedural Breakdown

It is important to recognize the factors which led to .
problems in the operation of the Housing Loans Scheme in
Mid 1984.

On 10 May 1984 a press statement was released ind}cating_
that priority would be given to loan applicants who could
complete purchase arrangements and settle the loag
advance before the end of June. It appears that in
introducing this arrangement no special controls were
introduced in the form of setting targets, arranging
regular assessment of progress, providing special reports
or instigating special handling arrangements.

In addition it appears that interview rates were
increased in March as part of the normal processing of
loan applications. As a consequence there was a.
significant increase in the workload of the Section
between the end of May and the beginning of Auggst. As
an example an internal statistical report covering the 3
weeks 2 to 20 July 84 revealed:

. 177 stage 1 and Stage 2 loan approvals to a value of
approximately $7.2m;

. 115 settlements to a value of $5.4m;

. 692 Applications received (including 511 were from
people without dependents);
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2.2.4

This significant increase in workload occurred at a time
when:

. Accommodation changes were being made in Housing
Branch;

+ There were a number of staff re-arrangements resulting
in relatively inesperienced People occupying senior
positions in the Section;

+ Significant changes were taking place in other areas

of the Branch as the recommendations of the Joint Review
of Housing Operations were being implemented; 2.4
+ An increase in the maximum value of the loans and

removal of an upper limit on the value of homes purchased
occurred; and

2.4.1

« Land releases had resumed,

As a consequence there was extreme bressure on staff and
the system used to brocess loan applications. Staff were
interviewing clecse %o 30 applicants per day (sea
2.3) leading to difficulties in adequately assessi ¢ a
Processing applications. In addition although raasonadle
Procedure statements Were prepared some months earlier
these were not available to staff.

Staff at the public contact level had difficulty coping
as they were inadequately Srepared and d4id not appreciate
the impact of significant inereases in loan interviews on
long term funding. Assistance was given through the use
of temporary staff, however there was little time for
adequate induction or guidance.

Introduction of New Loans Schene.

The new loans scheme,

introduced on October 1 1983 jis
more complex than it'sg

predecessor:

+ The maximum loan is significantly higher{$60,000 as
compared with $28,000),

- The loan is geared to capacity to pay (253 of income)
with the actual amount dependent on capacity to obtain
housing loan funds from elsewhere. Interest rates are
dependent on income level,

2.4.4

. Introduction of the new scheme was fairly rapigd
with little time available to develop forms, guidelines
nd check lists or train staff,
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In view of the comparative comp%exity of the sigg?: the
tn tage approval process was introduced tg enak Tpility
SpLL gt to be given an indication of their eligi ity
appllczqtiement. A second stage approval waS‘req:lre
dacernin acéual amounts of loan and repaymen;;ﬁw ences
determtnehad been selected. 1In view‘of the'dl eren
pro?er yinitial assesswment and the likely Elngl loinfo R
ggﬁﬁﬁiﬁa no recognition of the long ternggmﬁsgmggag;
loan at first stage approv5l was given. he s
i main necessary unless

:5ﬁ§§:§iep§g§e:§fgiéie§§ to fund all applications for

a
loans virtually on demand.

Housing Loans Trust Account.

so s ide
The Housing Loans Trust Account is intended toag;OVLd
for a flexible arrangement to overcome delayi a0 ion.
uncertainties associated with an annual approp

Income to the fund is obtained from:

Annual Appropriation by Parliament.

.

. Honeys repaid in wortgage payments or through the
discharge of mortgages.

have
Private Borrowings - although we understand there ha
éeen no. recent borrowings from this source.
t

Funds in the account are applied to:

« Loans for mortgages.

. : "
Repayments of interest and principal to consolidate:
revente.

repayments to private lenders.

administration of mortgages when authority to enter
inte possession is granted.

. e purchase of dwellings alt h this is currently
th h, - houg S 1S en
purc £ ling 1
subject to discussions with the Department of Finance.

i : nd outgoings the
indi e the composition of Income and :
EgligS;gzttable details the situation during 1983/84
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2.2.5

2.3
2.3.1

This significant increase in workload occurred at a time
when:

+ Accommodation changes were being made in Housing
Branch;

+ There were a number of staff re-arrangements rasulting
in relatively ineyperienceqd people occupying senior
positions in the Section;

+  Significant changes were taking place in other areas
of the Branch as the recommendations of the Joint Review
of Housing Operations were being implemented;

+ An increase in the maximum value of the loans and

removal of an upper limit on the value of homes purchased
occurred; and

+ Land releases had resumed.

As a consequence there was extreme pressure on staff and
the system used to process loan applications. Staff yere
intervieuing closze Lo 30 2oplicants par day (sea Anpendli;
2.3) leading to difficulties in adequately assessing and
processing applications. 1In addition although reasonabla
Procedure statements were prepared some months earlier
these were not available to staff.

Staff at the public contact level had difficulty coping
as they were inadequately prepared and did not appreciate
the impact of significant increases in loan interviews on
long term funding. Assistance was given through the use
of temporary staff, however there was little time for
adequate induction or guidance.

Introduation of New Loans Scheme.

The new loans scheme, introduced on October 1 1983 is
more complex than it'sg predecessor:

+ The maximum loan is significantly higher($60,000 as
compared with $28,000).

- The loan is geared to capacity to pay (253 of income}
with the actual amount dependent on capacity to obtain
housing loan funds from elsewhere. Interest rates are
dependent on income level,

. Introduction of the new scheme was fairly rapid
with Little time available to develop forms, guidelines
and check lists or train staff.
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2.4
2.4.1

In view of the comparative comp%exlty of the SChﬁTi the
two stage approval process was Lngroduced to e"?, Spilicy
applicants to be given an indication of their eelgired &y
and entitlement. A second stage approval was r ghen
determine actwal amounts gf l§an 2:3 gzpiﬁzegngerences
property had been selected. nwv (Of the differen
initial assessment and the likely ina :
ggtzizgdlzotrecognition of the. long term comnltme?: zo a
loan at first stage approv§l was given. The thﬁﬁésg
approval process will remain necessary un}ess' ni Sor
available are sufficient to fund all applications
loans virtually on demand.

Housing Loans Trust Account.

The Housing Loans Trust Account is intended to provide
for a flexible arrangement to overcome delays agd ion
uncertainties associated with an annual appropriation..
Income to the fund is obtained from:

. Annual Appropriation by Parliament.

. Moneys repaid in rnortgage payments om through the
discharge of mortgages.

. Private Borrowings - although we understand there have
be?n no recent borrowings from this source.

Funds in the account are applied to:
. Loans for mortgages.

. Repayments of interest and principal to consolidated
revenue.

+ repayments to private lenders.

. administration of mortgages when authority to enter
into possession is granted.

i - this is currently
P urchase of dwellings although X
subj:itpto discussions with the Department of Finance.

indi ity d outgoings the
dicate the composition og Inc9me and
ggligw;ﬁg‘table details the situation during 1983/84.
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Balance of Trust Account 177783 ........ &m
Income ¢ Appropriation
Honeys Repaid g;ngéa)
Outgoings Payments to Finance for
Capital and Interest $20.4m
Purchase of accommodation
Loans advanced ggé?%n
Balance 30/6/84 -~ _.gp

Note (a} only $10m of original appropriation of $15m drawn
up

2.4.5

2.5
2.5.1

2.5.2

2.6
2.6.1

2.6.2

(b) figures rounded

¥§g§§m§3:§1gg7gaggga;a:§g ;gtgrgst will have an increasing effect on
! inter i
excess of interest returns from ]ogzz‘charges are apparently in

Organisation Climate

ggﬁt;:;::sgsggig: :gedngénifation climate within the Loans and
AiTficult to determine in such a- i
Howaver, there are significant signs of organisationa s?g::sgeylew.
staff after being praised for a ifi ’
. magnificent effort i ing
:?: :Qshr::T?ggzgogh]gag: before the end of the fin;gcgg?cjzging
a eir effort: i
embarrassment for the Housing Branc;;have resulted in serfous

a range of participatory techni i

n ques and proposition
and introduced were not pursued and in sgmepcases h:vg1an2eg
accepted or understood by staff; 1o been

. : ggﬁggrogfaggszggggispraglems within the area have resulted in
a 3 and counter ac i
subject of internal investigation; a;gsatlons. These are the

the media publicity, general i
ty, public pressure and th
g: 2 range of reviews and demands for urgent informgtgommencement
using staff resentment, o are

In addition Tower level staff are still expected to cope with queries

from applicants in a situati i
herp opl fean information?tIon about which they can offer little

Summary
The administration of loan icati
tion n applications is a relativel i
:¥$;$E§]iE;m?;1§:§%$2f1;rg:§ezfth the new Toan scheme ¥t::$;cigagﬁ?lh
i b ' on an income test and
e sed o and pro
0 be in place to test eligibility and the extent of foagegz€$i1:;:ﬁt

The administrative system is most ‘vulnerable at the following stages :
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2.6.3

2.6.4

2.6.5

Interview - when eligibility is tested and extent of entitlement
determined, This crucial stage in the process is reliant on the
skills, expertise, training and scrutiny of Tow level clerical
staff (Clerk Class 2/3);

First and second stage approvals - where actual commitment to the
1oan is made. Hierarchical checks are made to ensure sufficient
information is available to assess eligibility and entitlement
but prime gublic contact again is at the lower levels of the
organisation. Delays through iack of adequate oversight of
papers can also lead to significant client frustration and
misunderstanding;

Settlement - where unless adequate checks are carried out settlement
could be made without adequate protection for the Commonwealth.
The introduction of automated systems have been put to us as a basis
for significant improvements to the adwinistration of applications
for loans. The possibility of a 50% reduction in staff if a fully
automated system (including automatic production of form letters,
management information and calculation of entitlements) were introduzzd
was raised with us. HWithout doubting the long term possibilities of
such arrangements, it is unlikely that such staff savings would
eventuate or that the immediate problems will be solved in this manne~
Some basic supervision, rationalisation of procedures to improve
waorkflow, and attention to longer term planning, particularly at
times of significant initiatives, is the immediate requirement.

Financial Systems and control in relation to long term commitments
and trust fund liquidity are inadequate. Financial systems are
transaction based,. and whilst apparently adequate for general
accounting purposes, appear to have little to offer in terms of
effective funds management :

lang term commitments as indicated in Stage 1 Toan approvals have
not been considered;

the balance between long term commitments and the number of loans
that can be processed in a particular period is not assessed.

the impact of loans on recirculating funds and fund liquidity is
not made clear; and

reporting and analysis necessary for decision making is not availabie.

The structure of the loans area has already been reviewed by Management
Consultancy Section which has recommended considerable strengthening
of middle level classifications. Action however needs to be taken at
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2.6.6.

lower levels to reduce vulnerability, ensure only
necessary checks are introduced to improve efficiency and
client service and to strengthen basic supervision.

Detailed reocmmendations for action are in d i
Det.ail e cluded in the
individual sections of this report. '
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3. MA

NAGEHENT;IMPROVEMENTS

A A

3.1

3.2

3.2.1

We have a number of concerns over general management
practices and recommend the following action.

. Introduce regular and simplified management reporting
arrangments for the Assistant Secretary.

. Improve the capacity of senior staff within the Loans
and Finance Sub-Sections to adequately manage their areas
of operation through increased.attention to psrformance.

. 'Take action on staff needs for adequate involvement in
determining procedures, regular exchange of information
through enhanced staff communication and middle
management encouragement and attention to development and
support.

. Enhance funds and planning management.

Management reporting

Current reports to the Commissioner from Mortgages and
Pinance area comprise:

. Detailed financial information

. Irrcgular lists of detailed statistics prepared at low
levels. These reports appear to provide little
comparative information and excessive detail. There is
no selected analysis or assessment at the various
management levels within the Branch.

. Detailed monthly and quarterly statistics prepared by
the statistics clerk, although probably useful for long
term trend analysis, are not timely and certainly not
useful as a tool for day to day decision making.

. ad hoc requests for information;
. summary of section management meetings.

The difficulty in obtaining adequate basic information
necessary to provide advice for the Minister and Senior
departmental officers is indicative of the inadequate
regular management reporting or gquick availability of
basic management control information.

The Joint Review of Housing operations recommended simple
monthly reports on performance be the basis of meetings
with Senior Branch staff in order to set directions and
identify problems and action for their solution. This
arrangement has apparently not been pursued. Whilst
special, more regular reporting appears to have been
necessary in view of the special circumstances of loans
between May and August a regular arrangement as
recommended in the joint review would have indicated
problems and allowed more direct action. In addition
other problems with the management and supervision of
Mortgages and Finance would have been more visible to
Senior Management of the Branch.
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3.3
3.3.1

We ‘recommend thai to be useful, and form the basis for
action, regular reports from the Loans and Finance Groups
in relation to loan applications include the information
and be based on the general format as indicated in
Appendix 3.1. The use of much reports may be applicable
for other sections however, it needs to be recognised
that they need to be strengthened through meetings which
determine who is responsible for carrying through action
and set and follow up targets.

There is also the need for subordinate managers to
identify reporting requirements relating to their
particular activities and their need for more detailed
information.

Any reporting arrangements do, however, need to be
integrated within the Housing Branch and it will be
important to ensure co-ordination with other sections of
the Branch to reduce the load of reporting on the
Assistant Secretary, Housing., To some extent the
objectives of the Housing Loans Scheme identified in the
various gazetted schemes and some higher level
performance standards were identified in the Join: Review
of Housing operacions. It would be preferable zc use
them as the basis for reportieg and performance
management rather than attempt to build complex prograrn
mechanisms.

Attention to performance.

Present operations within the loans sub-section are
primarily driven by individual cases. The approval
processes mean that middle level managers are Priwmarily
super processors. Whilst this may be positive in
ensuring they retain some contact with the real work of
the area this contact is often only through paper
evaulation. This part of the process caused considerable
delays with the increased workloads during June and July
1984. .

In such a situation there can be a tendency to overlook
the overall process and the complexities of ensuring
adequate overall performance, developing staff to
undertake their tasks more effectively, recognising staff
needs and considering the service provided to clients.

In many ways current operations are based on spoon
feeding staff rather than using their expertise to
identify and overcome difficulties.,

With the introduction of more meaningful reporting
arrangements we recommend middle level managers, in
conjunction with staff, should set work targets which
allow time for increased communication and self
development. In addition it will be necessary to
encourage staff to make a contribution to improved
operations in the section and be prepared to identify
problems.
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3.3.4

3.4.

3.4.1

3.4.2

3.4.3

3.4.4

We believe changes can be achieved within the relatively
small section without recourse to complicated techniques.
Regular discussions with all staff, active consideration
of suggestions and some encouragement to sglf help will
provide results. In many ways staff are‘d§senchanted
with promises of action and help from outside.
Increasing staff participation and involvement must be
done in an atmosphere of mutual trust. This may take
some time to achieve as a result of recent events in the
Loans Section.

Middle Level managers in the organisation should .
recognise their responsibility for lead&FShlp and whilst
there are a range of problems concentration should be
given: to co-operative approaches to overcome them.
Selection of middle level managers should be primarily on
the basis of their ability to manage, which includes
ability to quickly comprehend risks and exposures in the
various processes and initiate action, rather than
detailed knowledge of the loans system.

Improved involvement of section and Branch management
will also be important in alleviating problems.

Financial Management and Plaaning

Managemant of Loans Funds is a difficult financial task:

. Income is variable dependent on the morey appropriates
annually by Parliament and the flow of funds from
discharges and mortgage re-payments.

« Outgoings are to some extent beyond control as thg.
advance of loans is dependent on final settlement which
may be deferred over a number of months.

. Progress payment arrangements also complicate the cash
£low.

To some extent outgoings are controlled in a rather
stop/start fashion:

« Initial control is through the number of applicants
interviewed.,

. delays can be introduced to overcome cash_flew . .
problems by not issuing approvals followingllnterVLew, Dy
delaying second stage approval or by deferring
settlement.

Such ad hoec arrangements appear to have been the basis of
funds control decisions which are often based on
information that is out of date or based on general
feelings and experience of staff in both loans and .
finance areas. It is also apparent that during difficui:z
periods there can be considerable conflict between the
two. areas on the bast course of action.

It is this ad hoc approach and lack of understanding of
the relative roles which has contributed to the cash flow

problems of the Trust Account.
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3.4.5

3.4.8

Closer autention needs to be given to Funds Management
aspects of the Leans Trust Account. It is also probable
that closer attention to financial planning and budgeting
and estimating for the Branch is required.

Improved Funds management will require-

. Close analysis of links between rate of applications,
interviews and final issue of loans.

. detailed examination of cash flows in relation to long
term committments (Ist Stage approvals and progress
payments) medium term approvals (2nd Stage approval) and
actual funds advanced. .

. forxasts of number of interviews appropriate to long
term funds availability. Such forecasts should take into
consideration the uncertainty of the extent of annual
appropriation but attempt to even the flow of loans
payments throughout the year.

. regular review of charges

. identify seasonal or local factors (e.g. Land
releases) which impact on applications or setitlements.

. assessment of implications of escalating loan interest
on repayments and default projections. ‘

Decisions on target interview rates and approval rates

should be made by the Commissioner for Housing based on
advice from the Finance Subw-section and the Loans Sub~

section. -

Although not specifically the charter of this review we
believe that there is a need to improve the overall
financial planning and advice role in terms of adequate

financial managemént in the Branch. Improved attention to

the basic estimating and budgeting processes and
development of appropriate support information would
appear warranted in the light of problems encountered in
New Policy Proposals and budget discussions with Finance.
We recommend early discussions with the Department of
Finance, involving the Department's Finance and Supply
Branch, at a relatively high level to resolve a range of
matters affecting funds management. These includes:

. 'The long term effects of interest charges on
appropriation being in excess of average interest
received for loans, including the need to reassess the
basis of interest charges;

. Serious examination of options for the trust. These
should include abolitidn and reliance on annual
appropriation or investment of funds which, with reduced
interest, could allow a self funding arrangement;
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. Arrangements to treat the purchase of cccommodation
units which will, unless special arrangements are made,
attract Finance interest charges without any covering
paymepts into the trust. The ongoing capacity to fuand
purchases of this nature from the trust also needs to te
resolved with Finance;

. the need to seek annual funds through the New Policy
Proposal process rather than normal operational
estimates; and

. ensuring detailed financial control and recoriing
processes between Housing, Finance and Supply ani the
Department of Finance are examined to ensure consistency
and etimination of any duplication.
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4.2 commitment of Funds

committed to make a loan
available to applicants when they are initially informed that
they are eligible for a loan, up to a specific amount, and that
they have two months to find 3 property that they wish to
purchase. However. actual commitment of funds does not take
place until the loan is ready to be settled. The delay petween
the initial loan offer (called Stage 1 Approval) and settlement
in normal circumstances takes approximately three months. (The
formal commitment process, in essence, earmarks the amount which
has been offered from the total funds available). Therefore,
pecause of the delay between stage 1 Approval and commitment the
situation can develop where loan approvals are not in line with
funds availability. This situation arose in July 1984.

4.2.1 The Commissioner for Housing is

4.2.2 To overcome this problem it is essential to know that
funds will be available at the time of 2 loan being offered.
That is, funds must be committed at Stage 1 approval.

4.2.3 There are some risks if funds are formally committed in
the Finance Ledger at Stage 1 Approval as this could tie up funds
for unreascaable pericds. Zlsewhere in tnis raport we have
advocatad a Zunds management approach to ensure the ROST
productive use of funds and to ensure that at all times funds are
available to cover commitments. He recommend that funds be
committed jnformally at Stage 1 approval and formally at Stage 2
approvals This would be best done by utilizing the proposed AT?
Waiting List System. This method would allow for the person
monitoring approvals to have up to date information regarding
funds requirement. The computerization of commitments would work

as follows:

. application received - details input to system

. Interviewed - details updated

- maximum amount eligible for entered.
(approval given only if ADP System
totals less than Appropriation‘ Ledger
funds. palance.)

. stage 1 Approval

- actual amount of loan required to
purchase howe entered. (This field
would override Stage 1 approval amounz
to ensure ho double counting and to
update actual commitments.) Formal
commitment can be sought from
Authorising officer.

details entered to remove commitment.

. stage 2 Approval

. Settlement -
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fuch a system is dependent on all data being keyed at least daily
to ensure the accuracy of information. It would also be
necessary for only approved data to be input. The system
described above has been discussed with Director Internal Audit
who is of the opinion that sufficient control would exist
provided periodical reconciliations are made with the
Appropriation Ledger.

4.2.4 Pending the introduction of an ADP System we recomtiend
that the Section observe the same principles as advocated above
when approving loans and committing funds.

4.2.5 In introducing changes it will be necessary to review the
role of the position of Commitments Clerk which is currently
located in the Finance Sub-section. We recommend greater
control over commitments be introduced by the Loans area
maintaining details of commitments and some capacity has been
provided in the suggested organisation. The current Clerk Class
5 commitments Clerk should however be retained in the proposed
Finance Section organisation to strengthen funds management
capacity and maintain an overview of the Trust Fund situation.

4.2.6 The total number of loans approved should be dependent
upon funds availability. If funds are not available no
interviews should be conducted and no loans can be approved.

With a proper Funds Management approach it will be possible to
determine how ruch funds can be spent in a given period. If, for
instance a report is produced which states that $X can be spent
this week then the Loans Approving Officer can know the amount
allocated for the week and can monitor apuprovals having regard to
the amount allocated. I£f the allocation is exhausted then no
further approvals can be made. Actual Financial processing would
of course continue to be in accordance with financial procedures.

4.3 Role of Line Managers

4.3.1 The Loans Application and Approval system is an adequate
manual system which involves some complicated processes. Further
refinement of the system is possible and our recommendations go
to %mproving processing efficiency. However, further ongoing
review of the systems, methods and approaches will be required by
line management and staff., At this stage we recommend line
management should encourage detailed examination of individual
procedures by line-staff and their immediate supervisors and
concentrate on the following areas of risk:

. Whether the current method of receiving, recording and
processing applications for loans are the most effective.

. The lowest level of staff necessary to perform interviews
{we recommend Clerk Class 4) and the support and training
necessary.

. Appropriate methods of giving and recording loans.

. Settlement procedures, including the need for adequate
protection ang
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. Whether processing arrangements allow only for applicants to
be granted a loan.

. Whether processing.arrangements reliably allow for the
correct procedures to be followed.

our comments on these and other issues are included in Appendix
4.2,

4.4 Proposed Investigations Unit

4.4.1 A recent review of the Section by the Department's
Management Consultancy Section recommnended the creation of an
Investigations Cell. It is our understanding that the purpose of
this cell is to explore areas where the system may be vulnerable
to abuse. We further understand that the establishment proposal
is currently in the process of gaining the Secretary's
endorsement. On the basis of discussions on the Housing Loans
system with staff and examining a small sample of recently
approved lcans we consider that there is scope for such a unit.
We recommend early introduction of an Investigations Unit and
offer the following comments:

. In setting up such a unit the Department must exercise care
in determining its role in lieu of its sensitive pature.

. It may be necessary to allow Investigation Officers to have
spacific authority empowered by the Ordinance. Mininum
powers would be powers to conduct inqguiries, and powers to
inspect financial records, particularly of self-employed
persons.

. The first task of the Investigations Unit should be to
isolate the system weaknesses and detect any trends which may
be apparent. To do this we recommend that a comprehensive
f£ile audit be undertaken with a view to assessing areas of
risk. When the areas of risk are known a policy paper can be
produced for Senior Management which indicates the areas of
risk and the proposed strategy to overcome them.

. We do not support the full staffing of the proposed
Investigations Unit at this stage. We recommend that
initially a file audit be conducted and a plan of action be
developed. When the plan is approved it may then be
necessary to reconsider the staffing requirements necessary
to perform the approved tasks.

. Whilst line-staff should use the special expertise of the
Investigation Officers when necessary, we consider it
inappropriate for cases to be referred to the Unit for
routine investigation..

. Liaison with other Departments concerned with systems abuse,
for example Social Security, Taxation, Australian Federal
Police, should be regular to determine areas of abuse and
methods of detection.
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. When a system deficlency is detected action be taken by
management to ensure that loans are not approved for persons
with the same circumstance as those detected. That is, any
holes in the system should be fixed as soon as they.are
identified.

. In filling the senior positions in the Investigation's‘Unit the
selection criteria should be based on investigation/analytical
skills rather than Housing Loans expertise.

4.5 Computer Processes

4.5.1 The Commissioner for Housing Loans Scheme is computerised
once settlement has taken place. The computer system records the
repayment of the loan and interest. However, officers of the
Branch are advocating the total computerisation of the application
recording and approval processes. We do not support such a view as
the processes are only small systems which although manually
performed are sufficient to effectively perform the task. The
recent problems have arisen due to a lack of proper commitment
procedures and timely and appropriate management information and
action rather than the lack of an automated, system..

4.5.2 We consider that the ADFP Register System proposed by Systems
Branch would adequately compliment the manual processes and allow
for control over commitment and produce sufficient management
information to monitor the Progress. We recommend that the
Register System be implemented as a matter of urgencv. 1In the
longer term attention to how Housing Branch ADP systems relate and
the preparation of a Branch Systems Development Plan in conjunction
with Systems Branch, would allow ADP development to proceed in a
logical order.

4.5.3 We have been advised by Systems Branch that the Register
System could be operational in a very short period. We therefore
consider that it would be more efficient to implement this system
immediately rather than to devise a manual system and then replace
it with an automated system. The commitment process we advocate is
at paragraph 4.2.3 of this report and the Management Information
necessary would be those 'hard-nosed' management facts necessary
for the proper management of the function and the Waiting Lists.

We believe essential information, which at present is apparently
not readily available includes:

number on waiting lists

number scheduled for interview
number interviewed

number lst Stage Approval and amount
number 2nd Stage Approval and amount
number settled and amount.

e e e e

4.5.4 We do not advocate the use of this system as a Statistical
Collection system at least until the statistics situation of the
Branch has been examined. At present a wide and detailed range of
statistics are compiled by staff and the Statistics Clerk. Whilst
useful for detecting long term trends and’ answering detailed
duestions they are of little immediate use to Management.
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4.5.5 fThe current situation is that the statistics are
approximately 3 months in arrears and despite the gxtent of
statistical recording the Branch was. unable to advise
Departmental Management of simple information relating to the
Loans predicament. In fact, the statistics collected appear to
be of little use in identifying the facts over the last two
months and additional statistics and profiles have had to be
specifically produced for this and the other reviews/submissions
that have been made.

4.5.6 e therefore recommend that care be exercised in the tasks
for which automated systems are to be used.

4.6 Potential Future Risk

4.6.1 Several of the loans staff have stated that they fear that
there is a real possibility that some of the persons who have
been granted a loan at reduced interest rates will not bg able to
afford the loan repayments in future years. This situation could
easily eventuate as the object of the scheme is to.prov1de
reduced interest in the initial years and for the interest rate
to accelerate by 1% per annum until normal savings bank interest
rate is achieved. Therefore, if a person was granted a lecan
today at 5.3/4%( which is the minimunm rate of interest charged)
by 1990 they are expected to be on the maximum rate (cgrrently
11.5%). The maximum period allowable is 10 years. This means
that the person's income must rise by 6% p.a. for 10 years (based
on the average loan amount of $46,800) to meet thése repayments.
This could prove difficult if CPI rises of at least 6% p.a. no .
longer continue. This rise in income is probable for a person in
the Public Service (approximately 50% of applicants) but may be
marginal for a privately employed person in a job which does not
have as much definite career prospect.

4.6.2 It will therefore be necessary to maintain regular review
of the eligibility criteria and the implications of regular
increases in interest repayments.

4.7 Forms Usage

4.7.1 There are a total of 120 forms which can be used in the
assessment/approval/settlement processes. Whilst these for?s
contribute to the efficiency of particular processes we beliesve
that such a range of forms detracts from an easy unders?anding
of the system, can be confusing to clients and results in
excessive duplication of information.

4.7.2 We recommend that the Branch perform a comparative
analysis of it's forms usage with those of other lending
institutions with a view to rationalising overall forms usage..
It is further recommended that junior staff be encouraged to
crucially examine their forms requirements.
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4.8 Operational Proceduras

4.8.1 When we commenced the Review,; staff were unaware of any
formal procedures for the tasks they performed. In many cases
staff were making use of informal lists and notes prepared by
themselves or previous job occupants. The formal procedures had
been issued to the Section in May 1984 but not made available to
the staff. ALl staff, for whose jobs there are procedures, now
have copies. However, whilst these procedures provide a good
overview of the systems in use they are insufficient to allow for
use as a ready reference manual as they do not include regular
updating of policy decisions or outline some detailed -
requirements.

4.8.2 1In order to improve the effectiveness of the Section and
the views of staff towards management we recommend that a self-
help policy be implemented. Staff should be responsible for
documenting the procedures of their jobs and produeing

guidelines, naturally oversighted by their supervisors. For this,

to be successful it would be necessary for Management Consultancy
to equip them with the necessary techniques such as how to write
procedures etc.

4.9 Broader Management Considerations

4.9.1 There are a number of broader issues that need to be
considered when assessing whether the loans scheme neets its
objectives as outlined in the Gazette. Some practical exaﬂples
of areas that require management attention are included in
Appendix 4.3.

4.10 File Survey

4.10.1 As part of cur review process we intended to examine a
sample of 50 recently approved loans to assess whether:

. applications were processed correctly:

. we fully understood the systems in use; and

. there were any trends apparent.

4.10.2 Due to time constraints we allocated 2 person days to
file examination and during that time were only able to examine
13 files. The files were selected at random by Loans staff.
4.10.3 The files examined.revealed that there is a need for
quality control in the loans processing function and that there
is scope for post assessment review by an Investigations Unit.

Pertinent facts which were noted during the review of the files
are at Appendix 4.4.
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4.10.4 The review of files has indicated that:

. there is a need for care by staff in pursuing all aspects of
loan application as instances were noted where information
was either not obtained, not accepted, or overlooked. We
recommend greater use of worklng check lists in conjunction
with our recommendation that prime coverage of loans
applications rest with the Clerk Class 4.

. calling for hurried applications at the end of financial year
resulted in persons who had not previously applied bexng
granted loans ahead of other who were already on the waiting
list.

People have been granted housing loans without recourse to being
assessed as in most need. (eg 9 of 13 loans were granted to
single males without dependents 23 years of age or less). With
the heavy demand that exist for the available funds we recommend
that some assessment be made to indicate the criteria to be used
to assess those most in need. Current criteria appears to
provide for applicants with dependents receiving loans in order
of application and applicants without dependents being given
priority after 12 months.

. Although 12 of the applicants stated that settlemert would be
completed by 30 June 1984 none were

. Systems were not streamlined to cope with the extraordinary
events of June/July 1984.

. There is a need to determine the assessment and confirmation
of gifts and whether those who obtain money through gifts gain
advantage over applicants who have conscientiously saved their
deposit

. The application of the definition of income appears to vary
between individual staff

. Applicants obtain loans with apparently little attention to
their resources available to meet other commitments.
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3.2

i.2.1

2.2

2.3

2.4

Staffing and Structures

Wle make the following broad recommendations in relation to staffing
and organisation structure :

split Loans and Mortgages Section to create separate sections
dealing with Loans and Finance reporting direct to the Commissioner
for Housing;

make re-arrangements at the lower levels of the loans organisation
by introducing processing teams to reduce mechanical checking,
broaden  staff skills and job interest and provide for improved
flexibility. Arrangements should ensure interviews and regular
customer contact is maintained at theClass 4 level rather than the
Class 2/3 level;

Pay closer attention to adequate staffing action, the need for
adequate training and development and staff relations.

Structure

The Department's Management Consultancy Section has reviewed the
Loans sub-section and recommended an organisation re-structure as
outlined in Appendix 2.1. Me did not attempt to re-examine the
Management Consultancy recommendations however, we particularly
support the following re-arrangements : ¢

rectassification of head of loans from Clerk Class 8 to Clerk
Class 9 ~ This recognises the increased work value of the head of
loans.

introduction of an investigations cell. 4e have recommended in
section 4 that such a cell should be staffed selectively. The head
of the unit should produce an action plan for endorsement at least
at First Assistant-Secretary level to ensure there is po misunder-
standing of the unit's role before it becomes operational.

We believe however, that following the difficulties experienced
with home loans administration further organisation action is
required to reduce the conflict between responsibility for loans
administration and overall Financial ffanagement for the Branch
resting with the Director Loans and Mortgages. As a consequence
we recommend that separate sectionsfor Loans and Finance be
estabTished to report direct fo the Assistant Secretary Housing
Branch.

Such an arrangement will reduce the number of hierarchical levels
within the organisation and provide a more direct involvement of
the Branch Head for Housing in balancing for ciient needs with
the need for overall financial management and control.

A proposed structural overview of the two new sections is provided
as Appendix 5.1. This structure also incorporates our recommendations
that -

The existing new loans and settlements groups be combined into

two teams on the basis that prime public contact, including interviews,

be at the Clerk Class 4 level.
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5.2.5

5.3

5.3.1

5.3.2

5.3.3

5.3.4

. TheFinance Sub-Section be based on a re-arrangement of duties
already recommended by staff, within the existing establishment
numbers.  MWe further recommend that Management Consul tancy
provide to the staff, through a seminar, advice on charting and
streamlining procedures and to assist them in documenting their
own procedures.

In suggesting the new structural arrangements we have not been able
to assess, in detail, existing or likely future workloads. However,
with the 1ik1ihood of reduced levels of loan approvals for the
remainder of the financial year, and a more flexible approach to
staffing, we believe the structure, and levels of staff and establish-
ment already agreed by Management Consultancy should be adequate to
cope with ongoing loan processing and increased attention to
interest review. Care will, however, have to be taken in preparing
forward estimates for 1985/86 to ensure staffing levels are
adequately reviewed and regular attention is given to staffing
vacancies, particularly at lower levels in the organisation.

Staffing

When this review commenced, 18 of the 23 positions in the joans
area were staffed. Fourteen of these were occupied by people not
appointed to those positions. Although this situation has eased
with the return of some staff from leave, there is an indication
of relatively regular staff movement in the area and feng term
acting arrangements.

Although mobility is important for staff development and flexible
management it is important to ensure some underlying stability and
we _recommend that when the Project Gfficer (Administration) position
i Til1ed a high priority be given to establishing staffing and
introducing a more rational approach to staff movements. Throughout
the Branch for both development and management purposes.

An examination of staffing in the Loans Sub-ection {Appendix 5.2)
indicates :

Average length of experience in current positions is very Tow.
Only at the Class 5 Tevel has the stay been in excess of six months.
This can be attributed one very to long term occupant.

. Length of stay in the loans area does however appear fairly high.
Average stay for all staff has been four years and over, indicating
that progress through the HousingBranch, rather than the Department,
may be seen as the career path.

We believe that the relative specialisation of tasks, as was also
evident in the Joint Review of the Housing Operations, has led to
staff perceiving their role within the limited confines of their sub~
section. e recommend that the gradual broadening of positions
within HouSing Branch, particularly the Housing Loans area, be
pursued in order to improve the flexibility of staff, provide better

concern for clients rather than the process and, with improved attention

to better management and supervision skills, provide more skilled and
competent staff to take oa higher level activities.
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5.3.5

5.3.6

5.3.7

The need for adequate procedures both as development tools, checklists
and a means to ensuring consistency is self-evident. Despite the
availability of basic procedure statements these had not been seen

by staff implementing procedures. These have now been made available,
however we recommend further attention needs to be given in the
following areas :

. Supervisors should actively involve staff in discussions and
evaluation of procedures, Self help arrangements could be introduced
whereby loan teams agree to minor changes to improve procedures,

. support should be given by Management Consultancy Section to such
initiatives by providing advice, through brief seminars and workshops,
on examining procedures to improve efficiency and the methods of
charting and presentation to improve understanding.

. procedure statements should be brought to the attention of new
staff and made readily available.

. the use of the information update file recently introduced can
be used more efficiently if concentration is given to include
information directly related to work, eg changes in intergretation
of eligibility, entitlements and supervisors contribute and take
time to encourage staff in its use.

Client contact work although rewarding can be extremely stressful,
particuiarly for staff with litile experience, or littie perceived
support. Housing Branch counter and interview staff are the basis
of the Department's reputation. Without adequate management support
and consideration the staff are not equipped to adequately advise
and assist customers.

In conjunction with the implementation of our recommendation to have
main public contact raised to the class 4 level in relation to home
Toans we_recommend a number of specific support actions :

. supervisors and middle Tevel managers reguiarly attend the counter
to gain an understanding of problems and the quality of service
provided by their organisation;

. regular discussions on 'front end problems' be held with a view
to easing tensions, supporting staff and recognising client
frustration;

. development on in-house training programs, in conjunction with
other areas of the Branch covering such areas as :

- client relations

~ telephone techniques

- interviewing techniques

- duty of care

- Housing Branch operations and procedures
- client counselling

- customer service
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6.

6.1

6.2
6.2.1

OTHER ASPECTS

There are a number of other areas where we believe action
is required. Comments are provided on the following
matters:

. client relations

. relations of operational areas with Policy and
Projects Section

« Home Buyers Advisory Service
« possibility of fraud.
Client Relations

The work pressures of the Home Loans area, as was the
case in Rental Operations, and the specialisation of
tasks means attention to client needs can fall down.
Whilst there can be difficult custowers the majority of
staff appear to be keen to assist applicants. However
customer relations is an area where significant
improvements, many of them simple can be made.

Particular areas of improvement recommended are:

« a re-assessment of the interview facilities for loan
interviews be undertaken. Despite the recent move to
refurbished accommodation the interview rooms provided
are totally inadequate for their purpose and can only
generate ill feeling, inefficiency and frustration for
both clients and staff, Urgent attention is required by
the Department's Office Services Group to ensure public
areas such as these are made adeguate.

« staff be encouraged to pay more attention to
explaining information required from clients. Aas
indicated in a brief file analysis conducted, information
already on file is often called for. Clients deserve to
be advised clearly of the information required to
determine eligibility. Simple check lists rather than
complex letters would enable a clearer understanding.

« introduce a brief statement or checklist on
requirements and responsibilities for progress payments.

. review letters in conjunction with the Client Liaison
Officer and possibly interested community groups to
ensure they can be understood by customers.

. raise with Finance and Supply the need to reduce
delays in providing refunds. Delays of up to two months
are apparently encountered by clients. Loans staff
should be considered responsible for ensuring refunds are
paid quickly.
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6.3
6.3.1

6.4
6.4.1

6.4.2

Relations with Policy and Projects Seation

Despite apparent good personal relations hetwee?
individuals from the Loans and Finance sub-sections and
Policy Projects there are a number of indications of poor
formal relations:

. Procedures prepared in the Policy Projects §ection for
Loans processing were not available to processing staff:;

. Statistical collections used by Policy and Projects
are not understood by Loans staff.

. There appears to be a general view in operational
areas that Policy and Projects are responsible for longer
term developments rather than being a joint
responsibility..

Such sitvations are not unusal but they are unnecessary
in the relatively small Housing Branch organisation. 1In
view of the improved project control arrangements
introduced in Policy and Projects Section we racoumend
that the summary of projects. undervay be ava%laa_e o all
staff in the proposed Loans and Finance Sections.
Inclusion in the Information update file would‘be
adequate. At the same time supervisory staff in thne .
sections should consider the project summary and provide
input, recognise ongoing operations and ensure staff are
aware of projects affecting their area of work.

Home Buyers Advisory Service

If has been advocated that a marketing package is
required to assist potential home and land buyers to
understand the complexities of land/house purchases.

Such a package would encompass such matters as:

How to purchase land/home in the ACT:
The responsibilities of home ownership.
The costs involved in land/home purchase.

This could comprise all other appropriate Bran?hes.cf the
Department as well as interested outside organisations
such as Law Society of ACT, Real Estate Institute and
lending institutions.

Whilst we consider such a concept to be an excellent
mechanism to educate potential purchasers it is not
particularly appropriate for such a service to be
developed or conducted by the Housing Loans area of‘thg
Department particularly as there is a need for detailed
assessment Of such an arrangement. It would appear
however to require consideration as a New Policy
Proposal.

We consider that marketing of the Commissioner ?o;
Housing Loans Scheme in recognition of its specific
objectives should be limited to creating an awareness
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6.5
6.5.1

6.6
6.6.1

only. Mechanisms employed to achieve this may be through
community organisations, (aking out advertisements in the
local newspapers at regular intervals and keeping other
lending institutions informed.

Possibility of Fraud

Claims of possible fraud bhave been made in a number of
papers made available. Our review §id not receive any
direct evidence of fraud although there iz obvious
potential:

+ the extent of the loan and the low interest rates
could encourage applicants to understate income and the
extent of assets;

. the openness of the system would allow applicants to
organise their information to ensure they meet
eligibility criteria;

. there is a possibility that interview staff, in the
interests of assisting clients, may lead applicants. iIn
fact some of the standard stactutory declarations are aa
invitation to ensure applicants obtain a loan.

It is however, important to maintain an adequate balance
between providing assistance to those people eligible
under the terms of the scheme, ensuring adequate
protection of public funds and excluding those people
ineligible. To achieve this requires considerable
finesse, sound systems and adequately trained and
motivated staff.

The greatest risk is from inexperienced, ill-eguipped and
poorly supported low level staff doing the initial
assessment of eligibility. Organisation changes already
recommended should overcome this to some extent however
we make the following additional recommendations.

. staff in the loans area should identify where an
applicant is khown to them and supervisors should make
arrangements, where necessary, for them not to be
involved in the loan processes;

+ . the use of standard statutory declarations be
eliminated and careful attention should be given to
ensuring applicants are not led into making declarations
in order to become eligible;

+ the propesed investigations unit should initially
concentrate on examination of cases to determine major
areas of risk and move to eliminate or reduce those.

Departmental Review Mechanisms

‘The Department's Internal Audit, Management Consultancy

and Systems Branches/Section have joint responsibility
for reviews to ensure that Sections have adequate
resources and systems to effectively and efficiently
achieve their system objectives., Each of these
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Sections/Branches had been involved in reviews of parts
of the Housing Loans System within the last six months.

. Internal Audit - Reviewed the ADP Housing Loans System
to determine its effectiveness. The Internal Audit Draft
Report for the area states that "Manual sub-systems not
directly related to the ADP System were considered to be
outside the scope of this audit". We consider that
Internal Audit policy needs to be reviewed to determine
whether a total system is examined rather than just the
ADP System. It is conceivable that the Housing Loans
application and approval processes would never be audited
due to the fact that much of Audit's resources have
already been spent on the ADP System.

- Management Consultancy - A report recommending
variations in structure and classification of positions
in Housing Loans and Finance Section was referred to the
Secretary whilst this review was being conducted. In
major Management Consultancy reviews it would seem
appropriate to determine whether the processes used are
the most effective and recommend broader action than
establishment changes.

- Systems Branch - This Branch is currently involved in
designing a Waiting List and Management Information
System for Housing Loans. 1In the case of a Branch with
complex operations it may be hecessary to place more
emphasis on assessing the needs of the Branch when
designing ADP Systems.

It is surprising that none of these Sections were able to
advise Management of the deficiencies of the Housing
Loans System prior to the recent situation developing.

In summary, we recommend that closer attention be given
to reviews conducted by any of these Branches/Sections to
provide an overview to ensure that the most effective and
efficient systems are assured. In addition some co-
operation in designing the individual review programs may
ensure a broader and more consistent coverage of problem
areas.
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7.
7.1

7.4

IMPLEMENTATION

Despite the short period of the review a signific;nt.
number of recommendations have been made. The majority
of these recommendations are within the capacity of the
Branch staff to achieve fairly quickly without recourse
to significant additional resources as long as our
recommended changes are implemented in an ordered manner.

To ensure appropriate attention is given to all areas of
improvement and an appropriate plan is developed and
followed through we recommend a person be involved full
time for three months initially to direct the
implementation of the changes proposed.

The person in charge of implementation should report to
the Senior Branch Management meeting on performance in a
similar manner to that suggested by Section Heads. 1In
assessing progress with implementation some additional
outside involvement may also be necessary and reports
should be provided monthly to the Divisional Head.

In implementing changes the following priorities for
action are suggested:

Immediate - inform staff of recommendations and action

proposed .

- prepare public statement on the latest
situation including nymber of loans which
will be approved this year.

-~ develop funds flow formula and related action
plan for the rest of the Financial Year.

- ensure commitments are adequately identified.
- introduce management reporting arrangements.

-~ introduce restructure.

- arrange discussions with Department of Finance

~ take action on personnel problems handled
outside this report.

Medium Term =~ develop training processes for staff.

- conduct 'self help' assessment of procedures and
processes on a phased basis.

- Develop Investigations Action Plan.

« Develop Funds management and financial planning
capacities.

Longer Term - prepare Branch ADP development plan to ensure

integration of Branch Systems.
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o 2
APPENDIX 1.1 APPENDIX 1

. APPROVED
TERMS OF REFERENCL ORGANISATION

The team is to start on 3 September 1984 and complete their task

as soon as possible and in any case within three weeks. pirector - Class 10
Mortgages and Finance Section

The team will report to the Deputy Secretary on a regular basis

to advise of progress and, if necessary, receive fresh directions

Clerk Class 8

N Loanslnanager l

: I Clerk Class 5

Lgiﬁ:kmgi:Z:mZnt Mortgage Management

The Team is reguired to:

1. Report on:

« the adequacy of existing administrative procegsses and
prxocedures for the handling of applications for
Commissioner for Housing loans.

c4
. the adequacy of existlng financial) procedures and c4 c4 cf 3x2/3
control machanisms operating in respect of applicstions cz2/3 2xc2/3 I {
for Commissioner for Housing loans. CA4 1xCl
CcA4 ca4 czgi
. the adequacy of existing staffing and other resources Counter 2ng2
for the effective management of the Commissioner for CAY
Housing loans scheme, particularly in relation to the New Loans Settlements
efficient and effective handling of loan applications. ) pischarges Integest
Review
» any other relevant matters associated with the proggition Sublats:
operation of the Commissioner for Housing loans scheme. ' Computers

2. Recommend to the Department:

- any changes to ‘the existing administrative processes Clerk Class 9

and procedures for the handling of appllcatxons for Assistant Director Finance I
commissioner for Housing loans. I Finance
clerk‘class 8 Clerk Class 7

.« any changes to the exlsting financial procedures and
control mechanisms operating in respect of apolications

for Commissioner for Housing loans. Clerk Class 5

Clerk. Class 5
f -

. the appropriate level of staffing and other resources projects !

to achieve effective management of the Commissioner for
Housing loans scheme,

- or any other changes relevant to the operation of the
Commissioner for Housing loans scheme.

ds 4

726 2/3 €2/3

2x%C1

1xCA2
Accounts Disch.

285,
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2x2/3

1xXCAS

4xCA4 A2
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PROCESS

LODGING
APPLICATION

TNTERVIEW TO
FERMINE
ENTITLEMENT

o

(Crucial step
in approval
process)

WEAKNESS
IDENTIFIED

All applications accepted
on cursory assessment of
eligibility.

Priority based on whether
applicant has dependants
{List A) or no dependcants
(List B who progress to
List A after 12 months).
There is no formal process
for advancement and some
staff confusion over
arrangements.

Inconsistency in
determining dependants.

The number of interviews
conducted is an apparent
ad-ho¢ decision based on
general expectations
rather than forward
management planning
based on demands on funds
and funds availability.
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APPENDIX 1.3

SUMMARY OF CRUCIAL
CONTROL STAGES

ACTION
RECOMMENDED

More adequate pre-assessmsnt

of eligibility -~ including
whether applicant meets:

. income requirements
assets reguirements
residency requirements
non-availability of
private loan

. other special requiremen:ts

{Appendix 4.2)

Need for regular assess:n
of List B applicants who
have been registered for
12 months {note scheme only
commenced Oct '83). br
register waiting list

will overcome

(Section 4.5)

Verification of dependan:s
could be proof of family
allowance payment
(Appendix 4.2)

Closer attention to funds
management and financiai
and budget planning
including: .
. analysis of links betwes:z
rate of applications,
interviews and final
issue of loans;
forecasting taking intc
consideration the
uncertainty of annual
appropriation but
attempting to even the
flow of loan payments
throughout the year.

Decisions on target rates,
for interview {and approval
etc) to be made by
Commissioner

(3.4.7)

PROCESS

LOAN APPROVAL

(First stage)

~2-

WEARNESS

IDENTIFIED

Initial responsibility
for assessing applicants'
eligibility and .
entitlement at interview
is on Clerk 2/3 (CA4)
during peak workloads).
Higher level paper check
undertaken at Class 4,
class 6 and Class 8.

No. long term commitment
of funds identified or
assessment of likely
funds availability.
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ACTION

RECOMMENDED

Regular reporting on the
above basis to be
introduced (3.2)

Interview and initial
assessment to be made by
Class 4. One level of
check (either Class 6 or
peer) before approval.
Clerk 2/3 and CA4 follow
through processing under
direction of Class 4
Team Leader

(Appendix 4.2}

other recommendations ¢o
to improved induccion,
training facilities and
management attention to
client contact staff.

Commitment to be identif:
and recorded through .
proposed ADP waiting list
system.

Clearance by Finance .
against known and potenti.
commitments prior to issur
by approval letter.

Tighter controls on
extensions to eligibility
will ensure delay betweet
loan approval and final
payment not excessive

and overvome need to
re-assess eligibility
(Appendix 4.2)

Regular indication of
commitments, interviews,
and approvals against
targets will be provided
to Branch Head

(3.2)



-3-

WEAKNESS

PROCESS
IDENTIFIED

FINAL APPROVAL

When property
identified for

Approval given prior to
formal funds clearance
(TF 11) which is signed
by Assistant Secretary

ACTION
RECOMMENDED

Obtain funds clearance
(formal commitment) prior
to approval letter being
forwarded.

(Appendix 4.2)

Loans Manager delegated
to sign TF 11 and have
access to file.
{Appendix 4.2)

purchase who does not receive

(Stage 2) the file. (Some interim
checks done and
signatures included in
margin)

SETTLEMENT Undertaken as specialist

role. Inadequate

procedural guidelines
and checks to ensure
provided.

all documents

OTHER CONTROL WEAXKNESEES TO CONTEND WITH

RISK
Responsibility for loans and overall
Branch financial and accounting,
services (including rental) with
Director Mortgages and Finance.

Procedural guides, checklists and
bagsic staff training and induction.

Fraud.
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Use of team approach
will reduce reliance on
one specialist. Other
initiatives proposed to
develop improved
procedural guidelines.

RECOMMENDATION

Mortgages and Finance Section
be split to provide separate
Mortgages and Finance Sections
(5.2)

Specific offline Class 5 positicn
proposed for quality control,
induction and development. Note
strong self help approach
envisaged.

(Appendix 5.1)

Introduction of an investigation
unit to identify risk areas ané
propose action. (6.5)

staff to identify where applicancs

are known to them (6.5)

Eliminate use of standard
statutory declarations (6.5)

Verification of informaticn
provided direct {6.5)

RISK

Overall systems controls prior to
input to computer accounts system
based on Ad-hoc registers held by
individual staff.

Misinterpretation on eligibility
and entitlement.

4=
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RECOMMENDATION

Register waiting list ADP
system progosed‘to record
progressive action and

commitments.

Management

statistics will be Providedu
Attention to reconcilliation
with Finance Ledger may be

necessary.

{Section 4.2)

Clarification recommended in:

. assessing in
. handling of

. avoiding lea
. assessment O
(Appendix 4.3)

come

gifts

ding clients

£ client.commitments



APPENDIX 2.1

SUMMARY OF LOANS

ACTIVITY
Net Loans Loans
Applications Approved Advanced
Laceived (1)

1982/83
July to 154 140 139
Sep
Oct to 432 211 198
Dec
Jan to 362 367 271
March
April to 119 214 279
June
Total 1067 932 887
1983/84 -
July to 182 159 196
Sep
Oct to 154 83 166
Dec (3)
Jan to 240 66 60
Mar
April 140 18 27
May 122 71 33
June (4) N/A 220 101
Total
1984/85
July N/a 52 159
Aug N/A 43 72

(1)

(2)

Based on gross applications minus rejections and
cancellations.

Indicates approvals under the old scheme and second
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(3)
(4)

stage approvals undexr the new scheme.

Introduction of new loans scheme.

Figures £
statistic

or June onwards were extracted from informal
s and have not been vertified.
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OLD ORGANISATION

CLERKlCLASS 8

APPENDIX 2.2
Revised Loans
and Mortgage
Organis-~
ation recomm-
ended by
Management
Consultancy

ciérk 1 6 Clerk Class 5
Clerk Cl 4 Clerk 4 Clerk 4 Clerk 4
Clerk 2/3 2xClerk 2/3 Clerk 2/3 3xClerk 2/3
CA4 ca4 CA4 ca4q ixClerk 1
2xCA2
New Loans Counter Settlements 1xCAal
Discharges Interest
and Review,
Productions sub-~lets
and
‘Computer
PROPOSED NEW ORGANISATION
CLERK CLASS. 9
Clerk'class 7 Cle;k 7 Cle;£1c16
Clerk 5
Cleré ClL S ClELk 4 Clerk 2/3 clerk 4 Clerk4
3xClerk 2/3 2xC2/3 3xCl2/3
3xClerk 2/3 2xClerk2/3 ca4
1xCA4 [o7.0:3 ca4
New Loans Counter Settlements Investigations Discharges
Interest
Review
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APPENDIX 3.1
FORMAT OF MONTHLY MANAGEMENT
REPORTS FOR COMMISSIONER

2, FINANCE SECTION :

MONTI! ENDING

1. LOANS SECTION : MONTH ENDING

APPLICATIONS RECRIVED

This
Month

Last
Month

Applications

on hand Comment

A LIsT

B LIST

INTERVIEWS CONDUCTED
This Month

Last Month

Agreed Target Achieved

Agreed Target Achieved

Total interviews
+ his year to date

Agreed
Target”®

Achieved:

HEN

Conments:

LOAN COMMITMENTS _This Month

Last Month Vear

Stage 1 Agreed Target

No. Achieved

Estimated Funds
Reguired

Funds: Pro Rata

Actual

‘Stage 2 Agreed Target

No. Achieved

1 Estimated Funds
A Required i

Punds: Pro Rata

Actual

SETTLEMENTS { This Honth

Last Month Year

Number
Funds Expended

RESQURCES

, SEoVRCLS Establishment:

, Other:

*Séaff:

SIGNIFICANT CONCERNS

' MATTERS FOR DISCUSSION
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e e A

LOANS TRUST ACCOUNT

Targets for Following Month.

This Month Last Month Year to Dats
Balance lst Month
Income
Outgoings
Balance *
Short Term Commit~
ments (Stage 2)
Long Term Commit-
_ments (Stage 1)
Comments
CASH FLOW SITUATION
Jan Feb Mar Apr May Jun Jul Aug Sep
TACOmE
Qutgoing
Balance
Original
Estimate
COMMENTS: (Cash Flow, Long Term Commitments, Interview Rate.

Variations from Estimate}

' Total Accounts

MORTGAGE ACCOUNTS

This Month

Last Month Year to Dazs

New Accounts

Discharges

Arrears

Comments

RENTAL ACCOUNTS
New Accounts

This Month

Last Month | Year to Dats

. Accounts Cancelled

Total Accounts

RESOURCES [EStablishment:

{ staff:

- {Other:

SIGNIFICANT CONCERNS

MATTERS FOR DISCUSSION
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Al

R
R3

Ry

RS

LOAN APPROVAL PROCESS

APPENDIX 4.1

Performed by Process Conmntents
lu——PAY $56 to RPM

Counter Off- Application. Explanatory

icer {Cler. for Waiting Leaflet issued

Asst. 4) list & evidence in
support of claim
attached. Applic
ation held at
counter until
evidence prod
uced.

Dependants No dependant

Loans Officer|

{Clerk Cl 4)

Loans Applic
ation Assist
{Cler Assist
4)

Waiting List
1 A ]

- Waiting List
- B

Registered

296.

Waiting List
category
authorised

Registration
Number alioc~
ated

Al

£

4

£

(Clerk C1.8)

Loans Applic
ation Assis
(Cler Ass 4)

Claimant

Loans Assess

ment -Compilexr|

Clerk CL 2/3

\ |

Waiting List
B

Waiting List
A

| |

Filed in chron
ological order

riled in chron
ologicai order}

| ¢(}IE on B 1ist>12 mths
transfer to A list

Commence
interviews

Arrange
interviews

Pre~Assessment
bosted to claimant

Pre-Assessment}
retuxrned

Interviewed
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WAITING LIST

Dependant upon
funds availzble

6/7 pexr day 3

days puer week

Approx 1 month
in advance.

Claimant prov-
ides details
of income to
allow pre-ass
essment.

Not always
completed by
claimant

If havent got
all informat-
ion allowed 14
days to provide
it. Approx. of
loan amount
given if pre-
assessment form
returned.
Application
completed.




AN

da

Loans Applic
ation Assist
ant (Cl Assd)

Loans Applic
ation Compil
er {(C1 c2/3)]

Loans Officer
{Clerk Cl 4)

Loans Manager
ment Officer
(Clerk Cl18)

File created

|

Recorded in
Registers/fild
Index

Check list
Attached

Have got all |
necessary infd

Other land
details

]

Assessed

Checked

Approved/
Rejected

Given different
file number to
registration
number.

If havent got
all necessary
information
other details
sought. Allow
ed 14 days to
provi.zz, tien
another 7 b
then claim
rejected.

At this stage
only maximum
amount of loan
is assessed.

STAGE. 1.
APPROVAL

K;u‘ Loans Officer
(Clerk Ci4)

Loans applic
lication
Compiler
(Cierk CL2/3

{5

ment Officer
{Clerk C6)

o et

Letter to
client

Ciaimant Finds
home etc.

Obtains any !
additional
information

Amt of Loan

ireq'd calculated

Repayments
caleulated

mb Loans Manage—‘

Approved

Letter to
'client
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States maximum
amt of loan
eligible for &
allows 2 mths
to take up
loan. Extens-—
sions ars
always given.

Compictes “app!
lication for
Approval of
Properey”.

{Has already
entered into
Agreenment to
Purchase).

Having regari
to amount oF
house, deposiz
paid and
claimants funds

STAGE 2
APPROVAL

States amount
of loan and
repayments.



k,7 Settlements
Clerk Assis
(Clerk CL2/3)

Soticitor

Settlements
Assistant

{Clerk C12/3)

Letter to
solicitor

|

Details Rec'd

]
Crown Lease
prepared

1
Claimant
signs

Section 28B

2RO srENCe H

if necessary !

Settlement
date arranged

TF1ll Completed

Signed by
'Loans Officer

" For those cas

=]

Requests sett-
lement details

e
which crarnct o2
sold B
ified perio

Lo to ¢

Requests funds
be made avail-
able. Goes
through Commic~—
ment Clerk to

. Authorising

Officer for
Funds Certific-
ificate..

Settlements
Clerk
(CLerk Cl4)

Approved by
Commissioner

Hortgage
Acct no.
allocated

_—L'_T

Form 12

prepared l

Settled

Coded onto
Computer

Provided Author
ising Officer
has stated
funds are avail
abLe. Commit-
ments Clerk
obtains details
of all TFll's
on a weekly
basis.

This £orm
arranges for
cheque to pe
drawn - 4 days
are allowed
for cheque
preparation.

SETTLEMENT

Computer system
commences at
this point.
This system
credits toan
repayments to
amount advanced



Appendix 4.2

SYSTEMS RECOMMEMDATIONS

Our recommendations to improve the Loan Approval Process are
listed hereunders

(For ease of reference the areas where we have recommended
changes to the existing system are on the flowchart with the
recommendation number).

RECOMMENDATION 1:

Consideration should be given to determining whether the
application for charged should be brought into line with there
charged by other financial institution. $56 is charged at
present no matter what the amount of lcan requested. We have
been unable to determine for how long this amount has been the
standard fee. Alternatively the fee could be abolished with a
consequent reduction in accounting and clerical procedures.

RECOMMENDATION 2:

Consideration should be given to simplifying the explanatory
leaflet issued by the Department as we doubt where. all applicants
would understand it. To assist clients and to reduce the number
of rejected claims (currently 13%)we recommend that the leaflet
contain guidelines for self-calculation of maximum amount of loan
eligible for and a checklist of what information is received at
interview.

RECOMMENDATION 3:

To reduce the number of rejections, the amount of time people may
unnecessarily spend on the Waiting List and therefore number of
persons on Waiting Lists we recommend that an application for
Housing Loan be completed at this stage and for pre-assessment of
eligibility to be made prior to putting an applicant on the
Waiting List., These details can be updated at interview.

RECOMMENDATION 4:

The basis of need currently used (dependants/no dependants) may
not be the only criteria for priority allocation. Likewise, it
is necessary to review the policy of diseriminating against those
persons without dependants as these people need more urgent than
those with dependants. It would be easier and allow for less
chance of system abuse if verification of dependants ceriteria was
proof of a payment of Family Allowance for the same dependant.

RECOMMENDATION S:

If our recommendation regarding implementation of the ADP Waiting
List is implemented then it would be wore efficient to create a
file and file number at this stage rather than to file the papers
away, without a file cover, in registration number order. This
means that the claimant only has to quote one reference number
throughout the whole process. (Refer also recommendation 17).

RECOMMENDATION 6:

Introduce the ADP Waiting List System.

RECOMMENDATION 7:

If a funds crisis occurs cancel the interviews made more than a
week in advance.

RECOMMENDATION 8:

In view of Recommendation 3 we suggest this procadure is no
longer necessary.

RECOMMEMDATION 9O

Perform assessment of application at Interview. If all
information is not available reschedule interview. This would
speed up the assessment process, negate the necessity in most
cases to seek additional information, allow for more accurates
assessment as memory would not have to be relied upen and assist
client relations. We consider that interviews should be
conducted by Clerks Class 4 and that client counselling on
financial commitments should be part of the interview period
allocated.

RECOMMENDATION 10:

Discontinue use of register/index systems and make use of ADP
Waiting List.

RECOMMENDATION 113

Discontinue checking process.
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RECOMMENDATION 12:

The discretionary powers of the Commissioner to allow up to 20%
of income in repayments should be used where necessary.

RECOMMENDATION 13:

stage i Approval given only if funds will be available. This is
based on information provided by Housing Finance., Commitment
records updated.

RECOMMENDATION 14:

If a Funds Management approach is adopted it will no longer be
possible to allow unlimited extensions as commitments will become
too high and problems could occur as justifying the necessity for
appropriation allocation due to the Trust Account balance.
Therefore, we recommend that a period of say two months be
allocated to locate a house to be purchased, and a further two
months be allowed for settlement. If the firs: of these
deadlines is exceeded then the loan offwr could ke canzel
if the second deadline is exceeded interest could be charged,
is done by financial institutions, as the meney could b2 earning
interest 1f it were reallocated.

We would, however expect some consideration of client problems
and therefore flexibility in the administration of this
arrangement.

RECOMMENDATION 15:

TF1l should be completed and Funds Certificate obtained prior to
approval.

RECOMMENDATION 15:

Stage 2 Approval given only if funds available. Loans Management
Officer should have delegation to approve loans and approve
commitment of funds. These authorities are currently held by-
Commissioner.

RECOMMENDATION 17:

Requests for settlement detalls should only relate to that
information or item we do not already possess. This would best
be done by using variable stock letters or the work processors.

RECOMMENDATION 18:

iri i {dered that best client
client inquiries it is consl
phed ?Ziewggld be given if only one reference nuwbeztwﬁzz enree
servi ted each applicant. At present gqch applica 2 Nﬁmber
altocche numbers. We recommend that if ?he Hot;gggeléss
;2 :ilocated at applicatiog Stagidzhzgrtzlioﬁzuiffizient eysten.
i he client and pro D

;anﬁi;ggngz ;atter if a claim was rejected and the Mortgage
Account number was therefore out of seguence.
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appendix 4.3

Areas of Broader Management Concern

We believe there are areas which reguire enhancement to ensure
all claims are treated equally dnd only eligible claimants who
can reasonably afford a home loan, are granted a Commissioner for
Housing loan. Some examples of areas where attention is required
follow.

Assessment Of Income

Although the gazetted Scheme defines income as excluding
irregular overtime it is considered that staff require a Ffurther
clarification of income with regard to the treatment of overtime.
The following example is pertinent to this. An applicant was in
receipt of overtime during the 26 weeks prior to his interview
but the overtime was excluded in his repayment calculations as it
was considered irregular. The person in question was a camera
operator with a television station and was domiciled at
Parliament House. Although the avplicant did not receive
overtime every week it is probable that overtime was regularly
worked throughout the vear. Had the overtime bsen assessed as
regular it is conceivable that repayments could have been $50 per
month higher with a resultant entitlement to a larger loan.

The cases examined indicated that applications vary in degree of
complexity, especially with regard to treatment of income. To
overcome the problens involved in determining whether overtime is
regular or irregular we suggest that for the purposes of loan
assassment overtime be added to total weekly earnings for the
subject period and then the average weekly income calculated.
This method of assessment would apply unless it is considsred
that all overtime is to cease, or be dramatically reduced in the
next six months. If an applicant's overtime ceases or reduces
after the assessment has been made the applicant has grounds for
asking for repayments to be reassessed.

Further consideration should also be given to the treatment of
the income of joint applicants. At present the applicants can
sign a Statutory Declaration stating that one partner will cease
work within three years (a standard Statutory Declaration
indicating that the wife or defacto spouse will cease work,
presumably due to childbirth is available)} and only one income is
considered when the eligibility criteria are assessed although
joint income is considered in the initial years repayment
calculations, Therefore, Commissioner for Housing Loans are
being granted to persons with combined income of $600 per week
plus which is at least $220 over the maximum weekly income
allowable. It is probable that such applicants may be eligible
for alternative forms of finance, at least for the major
proportion of borrowings.
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Handling of Gifts

The small file sample that we inspected did show a common trend
with regard to applicants being granted loans by obtaining a gift
of money from a relative to raise their portion of holding in the
venture.

It is a reguirement of the Scheme that the applicant havz a
minimum of 5% to contribute to the purchase. This amount can be
obtained from the First Home Owner Scheme (FHOS). In eich of the
cases that we sighted the applicants were granted at least $2,500
lump sum FHOS grant and in many cases a "gift" in one case in
excess of $16,000, also obtained. It became clear during the
file examination that satisfactory evidence of the "gift" was not
always obtained. In many of the cases we sighted a Statutory
Declaration had been obtained to verify the gift but in several
cases the Statutory Declaration did not specify that the amount
was a gift and/or the amount did not have to be repaid. It is
considered that where a person states that they have given an
amount of money to an applicant that they also swear that the
amount is not to be repaid. fThese cases also raise the guestion
of =xcessive capital gain over 2 short period du2 to .2 low
interest charges on some loans.

Consideration should alsoc be given to whether the Commissioner
for Housing Loan Scheme should provide assistance with home
ownership for people who are unable to contribute their personal
funds.

Alternative assistance if required through the Branch's Rental
Homes may be more appropriate at least until some personral
commitment can be made.

Avoidance of Leading Clients

During our examination of the system we noted that the Section
has a multitude of forms available for use in determining
applications. One disturbing factor is that pre-printed
Statutory Declarations are used in the Section if the claimant
has a particular circumstance which cannot be proven. e.yg. the
intention of ceasing work in the future. We consider that pre-
printed Statutory Declarations diminish their effect and
recomnend elsewhere that the use of these pre-printed forms be
discontinued..

staff advised us that claimants often ask how the answers they
give might affect their assessment. For instance, when asked if
either applicant intends giving up work in the future the
claimants ask how their answer would affect the assessment. In
many cases if the answer is no then the claimants are ineligible
for C for H assistance. Staff need training in appropriate
interview techniques. and how to avoid answers that may lead
clients to give favourable answers.
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Assessment of Commitments

Our file sample revealed two instances vhere claimants declared
that they had other commitments {repayment of personal loans)
which were not included in the assessment of repayments. Both
claimants were granted Loans. In one instance repayments of $106
per month were either excluded or overlooked and in another $264
per month were not consjidered. For the later case, the

applicant's total monthly repayment commitments were 49% of
monthly salary.

We may therefore be placing the Pepartment and the applicant in a
position where, due to the total comnitments of the claimant, the
loan cannot be repaid. If the porson meets such commitments we

must consider whether we suspect they have other income which has
not been declared.

Having regard to the 25% of income rule, if ather commitments are
considered when eligibility is calculated they will have to be
examined prior to Stage 1 Approval. Otherwise the Department may
indicate the loan entitlement at Stage 1 Approval but Stage 2 may
reveal tha% the claimant cannot afford the reguired lozn
repayments.

Weed to Use External Sources

At present the claimant provides, or obiainsg, all information
necessary for the assessment of claims. (hilst this is
advantageous to the Department in terms of minimal effort to
obtain information it has disadvantages in that it providss an
opportunity for collusion and manipulation by the claimant, it
also can cause confusion and result in extensive follow-~up work.

We recommend that where possible, and definitely where the
assessor's suspicion is aroused, that the Department, not the
claimant, obtain pertinent information. Such instances would be
in verifying income and savings records, except where a well
documented history of transactions is provided,

308

Appendix 4.4

File Survey

The review of 13 recently approved housing loan files indicated
the following:

. All applicants loéged their application on 6 to 8 June 1984.

N only 4 applicants had been on the waiting list.

. Only 1 applican£ had any dgpendents.

. Ten (10) of the applicants were single male aged 20 to 26.

. Nine (9) of the' applicants weré.aged‘23 or less (without
dependents) . ‘ L .

. Twelve (12) of the-applicants stated that settlemanc Jate
would be prior to 30 June 1934.

. All 13 cases were settled after 16 July 1984.

. Funds had beenr committed after 2nd Stage Approval for all
cases. “
. During June 1984 there was a one week delay between

interview and assessment and a further weeks delay in lst
Stage Approvals NP

. First and Second Stage Approvals were done simultaneously.

. Letters wére<sén£ﬁ€owsplicitors requesting settlement
details when much of the information was already on file.

. one inséanée noted. waere a claimants spouse was on TEAS. A
Statutory Declaration was signed stating no income. Suggest
Department contact TEAS Office in future to verify income.

. Stage 1 Approval letters were issued stating maxi?um anount
of loan eligible for, yet the Department already knew the
purchase price of properties which were less than this
amount.

. One case was noted where a deposit receipt indicated that
the payee was other than the applicant.

309¢



One instance noted where perscn employed by a Building
Society and therefore entitled to staff rates of interest.
This was not considered when maximum amount of loan
calculated. This had the effect that the person could have
obtained a larger amount of loan and could have afforded an
additional $59 per month.

An instance was noted where the Commissioner rejected the
applicants proposal that her father be 2nd mortgagor. They
would only accept a Building Society or Bank.

Overtime considered irregular - sece 4.10.2.

Birth certificate on one file which did not relaté to
applicant.

Two instances were noted where applicants had personal loan
repayments of $264 and $106 per month. These were not
considered when repayments were assessed. In one instance
total monthly repayments were $623 whereas monthly income
was $1,264 (49%). It is probable that these people would
have significant difficulties in meeting loan repayments.
We believe tha: some assessment of other commitments nesds
to be made to assess capacity to pay. In some instances
financial counselling may be appropriate.

In 3 cases solicitors had written +o the Department
requesting settlement be expedited with no evidence of
replies being provided or special action taken.

In none of the cases was there any evidence to suggest that
the applicants ware ineligible for housing loans £rom other
financial institutions.

In 8 of the 13 cases examined the applicants had obtained
gifts from their relatives ranging in amounts from §$2,000 to
$16,400. + There were 2 gifts of $4,000 or less, 1 gift of
$4,001 to $9,999, 4 gifts of $10,000 to $15,000 and one gift
in excess of §$15,000. In four cases satisfactory evidence
was not obtained to verify that the lending of money was in
fact a gift which did not require repayment. 'Two cases were
noted where Statutory Declarations were obtained regarding
gifts where the amount stated on the Declaration differed to
the amount shown on the application.

In two cases applicants had only $83 and $100 respsctively
to contribute from their own funds towards the purchase.

APPENDIX 5.1
PROPOSED STRUCTURE

OVERVIEW
LOANS SECTION
Director Loans
Clerk Class 9 (Note 1)
Loans Management Investigations Mortgage
Clerk Class 6 Clerk Class 7 Management
(Note 2} (Note 5) Clexk Class S
{Note 6)
Clerk 5 [ | 1
(Note 3) Clexrk 5 Cﬁerk 4 r Cleﬁk 4

Loan Applications
Approvals and
Settlement Teams

2 x Clexk 4
2 x Clerk 2/3
2 x CA4
(Note 4)

Clerk 2/3 2 x Cl.2/3 , 3 xCL.1:

Discharges

interes:
Review

CA4

Productions

HOUSING FINANCE SECTION

Director Housing Finance
Clerk Class 9 (Note 8}

Financial Planning
and Management
Clerk Class 8

Clerk Class 5
{(Note 9)

(Note 7)

Manual Accoun

4 x Clerk 2/3
CA2

Accounts
Clerk Class 7
{Note 10)
Clerk 5
I |
Discharges Recovery Teams
Clexk 4 2 x Clexk 4 Clerk 4
2 x Clerk 2/3 4 x Clerk 2/3
caz 2 x Clerk 1
CA S
2 x CA4

{Note 11)
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NOTES 1.

2.

3.

1o0.

11.

Reclassification recommended by Management Consultancy.

Existing Clerk Class 6 recommended for re-classification
to Class 7 by Management Consultancy.

Proposed new position to handle more difficult cases,
provide guidance, induction and training to staff and
provide a Quality Assurance role.

Management Consultancy indicated collective need for

1 x Clerk Class 5, 1 x Clerk Class 4, 5 x ClerksClass 2/3,
and 2 x Clerical Assistants 4 against expected workload.
suggest two teams be staffed whilst retaining additional
positions as insurance but staffing selectively depend-
ent on workloads. Workloads will need to be verified
when final decisions on eligibility and funds avail-
ability are determined. The need for typing support

is important and we recommend that either Clerical
Assistants in the teams provide back-up keyboard support
through word processing as an extension of their
clerical activities. Alrarnachidely o “ypist o L oed
frocennioan Polibide cowid Ba Prodided Trhoug slload
Invesdigacions Cell recommended by Management Consult-
ancy.

Management Consultancy have recommended re-classification
to Clerk Class 6.

In the long term, when combined Loan Applications and
Settlement teams are operating efficiently, further
expansion of the team concept to include all loan
administration should be introduced to further broaden
the base of experience and improve client facilities.

Current classification appears appropriate in comparison
with other Class 9 positions in finarnce areas within

the Department and Class 10 positions in Finance and
Supply Branch..

Based on current establishment known as Projects Group.
As initiatives are taken to improve funds management
and financial planning needs for additional project
staff should be considered.

Re-arrangement of existing establishment suggested by
staff which appears reasonable. We recommend this
structure be adopted subject to brief assessment of
appropriate classifications.

As the organisation settles down consideration should

be given to the transferring of the positions of

Project Officer (Administrative Projects Clerk Class 8)
and the Administrative Clerk (Clerk Class 4) from Policy
and Projects to expand the Section to cover both finance
and administrative Support to the Branch Head.
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Appendix 5.2
staffing situation
1.0ans Sub-~section

i i o of hverage Average
classification ﬁosgtions Length in Length in
Branch position
Clerk Class 8 1(1 4 years ; Eg:t;s
Clerk Class 6 1(1) 7 years 3 e,
Clerk Class 5 2(2) 14 years
fote 2 3 months
3{2) 14.5 years
giiiﬁ‘gigzz 2/3 7(7) 5 years (note) 6 months
(3)
Clerk Class 1 1(~) 5 ths
i i 4{3 4 years mo
Clerical Assistant (3) 4 years

Grade 4 (note 4)

1.
2.

Figures in Brackets indicate Actual Staff at 18/9/34.

of 2 positions at the Class 5 jevel occupants have been in
Housing Branch 23 years and 5 vears.

i i i iods of Staff at
There is wide discrepancy between tye perio N
this jevel. The earliest commenced in 1969 and latest March

1984,
At CA4 level 2 people commenced in Housing Branch during

1984 and the other commenced in 1971.



1.

ATTACHMERNT 3

PUBLIC SERVICE BOARD - DEPARTMENT OF TERRITORIES aND

LOCAL GOVERNMENT

REVIEW OF HOUSING BRANCH LOANS AND FINANCE SECTION

RECOMMENDATIONS

Loans and Finance Section to provide regular
simplified management reports to the Branch Head
and senior Section management.

a. use general format recommended

A slightly modified format has been introduced. It
is anticipated these forms will be further modified
over time as management requirements become
clearer.

b. use reports as the basis for management
meetings to determine ongoing action

These reports are produced monthly and are used for
management meetings between the Branch Head,
Director (Loans and Finance), Loans and Finance
Managers,

c. recognise the need for subordinate managers to
have more detailed information

Information requirements for subordinate managers
have been identified in consultation with those
concerned. The reports will be primarily computer
produced and programming is almost completed and
training will commence as reports are completed.
These reports have been produced manually since
November.
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d. integrate reporting arrangements with other
Sections of the Branch to reduce the detailed
reporting load on the Branch Head

The management information from the Loans and
Finance Section has beeh simplified and integrated
into one set of structured reports. A similar
exercise is underway for the information required
by the Tenants and Properties Section. Discussions
are being held to establish the information
required for forecasting and modelling. It is
planned for the new system to be operational in
1985/86.

e, concentrate on basic t perfor
indicators rather than complex program control and
reporting mechanisms

The management information system includes
performance indicators. Priorities and targets
will be set at monthly management meetings to
improve management oversight of performance and to
set targets for future performance.

Middle level managers to give more attention to
staff performance

a. set work targets allowing sufficient time for
increased communication and self development

Work targets are now being set through the
management information reports, and to the maximum
extent possible allow time for increased
communication and self development. However it
should be noted that resources do not always keep
pace with workload, and that the long texrm success
of this recommendation depends entirely on the
resources available to the area.

b. encourage staff to make their contribution to:
improving operations

Action taken to improve staff involvement include
the attendance of staff at Steering Committee
meetings, setting up a Branch committee to review
procedures, and the introduction of regular staff
meetings and training sessions. Staff immediately
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involved have participated in the review of
procedures and made positive contributions but this
will be a2 long process and will xrely heavily on the
commitment of senior Branch management.

c. concentrate on improving staff relations
without use of complex techniques

This is being done.

d. select middle level managers (class 5 and
above) on management or supervisory skills rather
than detailed knowledge of the loans scheme

The selection criteria for all positions in Loans
Section have been revised and all positions Class 6
and above are now based principally on
management/supervisory skills.

Strengthen Funds Management and Financial Planning

a. strengthen funds management inm conjunction with
financial planning, budgeting and estimating
processes

This can only be done progressively, but .management
reports are being used in the currxent budgetary
cyale.

b. provide more concentrated analysis, assessment
and estimation of funds commitments, availability
and flow

The management reports are designed to facilitate
funds availability to be predicted and for
expenditure to be targeted. This will enable
increased management of cash flows. Projected
revenue can be estimated with some confidence
however a safety margin will be allowed in the
projections,

C. assess long term implications of the new loan

scheme on viability
i
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See Recommendation 4.
d. agree on target interview and approval rates

New. commitments procedures arxe completed and
expenditure delegations approyed. The delegation
to commit funds will become operative }/7/85. BY
using the management reports outlined in 1 above
interview and approval rates will be able to be set
having regard to projected funds availability.

Arrange early discussions with the Department of
Finance to resolve matters affecting funds
management.

a. long term effects of interest charges
b. options for operation of the Trust
¢, purchase of accommodation units

d. seeking annual funds through New Policy
Proposals

e. examining detailed financial control and
recording processes

f. assess long term implications of the new loans
scheme on viability {(from section 3c above)

A working party to examine the feasibility of
aligning the ACT fully to the CDm@onwealth—§tate
Housing Agréement has béen estab;xshgd. This
working party addressed the funding issues
identified together with allied funding and
operational matters, and the rxeport is now under
consideration. .

Systenis and Procedures

S.

Modify loan approval process as follows:
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a. Consideration should be given to determining
whether the application fee charged should be
brought into line with those charged by other
financial institutions. $56 is charged at present
no matter what the amount of loan requested. We
have been unable to determine for how long this
amount has been the standard fee. Alternatively
the fee could be abolished with a consequent
reduction in accounting and clerical procedures.

The application fee is reviewed as part of the
annual review of fees and charges in the budget
context. The review has taken account of the full
costs incurred.

To reduce accounting and clerical procedures it is
proposed that only that portion of the total fee
related to registration should be charged when a
person applies to join the waiting list. This fee
will not be refundable. The remainder of the fee
will be collected at interview, if the application
proceeds, and prior to settlement. This will
significantly reduce the number of refunds which
will require processing. Approval has been sought
in the review of fees.

Arrangements have also been made for Loans Section
to take fees at the counter by providing cash
advances and appointing counter and settlement
officexrs as agents for the Collector of Public
Monies. This will improve client relations and the
efficiency of the operation.

b. Consideration should be given to simplifying

the explanatory leaflet issued by the Department as

we doubt whether all applicants would undexstand
it. To assist clients and to reduce the number of
rejected claims (curreatly 19%) we recommend that
the leaflet contain guidelines for self-calculation
of maximum amount of loan eligible for and a
checklist of what information is required at
interview.

The current explanatory leaflet will be retained,

as it includes a lot of information that cannot
easily be simplified. However an abbreviated
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leaflet will also be prepared when possible. A
check list will be provided. It has been decided
to delete the concept of the applicant calculating
the loan, but to provide a calculation by the
interviewing officer.

€. To reduce the number of rejectiouns, the amount
of time people may unnecessarily spend on the
waiting list and therefore number of persons on
waiting lists we recommend that an application for
Housing Loan be completed at this stage and for
pre-assessment of eligibility to be made prior to
putting an applicant on the waiting list. These
details can be updated at interview.

This recommendation did not proceed. It could
eliminate persons from applying who may later
become eligible and was therefore considered
undesirable.

d. The basis of need currently used {dependants/no
. dependants) may not be the only criteria for
priority allocation. Likewise, it is necessary to

review the policy of discriminating against those
persons without dependants as these people's needs
are more urgent than those with dependants. It
would be easier and allow for less chance with
system abuse if verification of dependants criteria
was proof of a payment of Family Allowance for the
same dependant.

The eligibility criteria issue has been considered
separately. The department of Social Security
advise it is not feasible to verify dependancy
solely on proof of Family Allowance. Accordingly
it has been agreed that the waiting list
application forms are to be distributed to Banks,
Building Societies, Real Estate Agencies etc to
advise clients prior to coming to Housing Branch of
the requirements for proof of dependancy. To avoid
speculation these forms will not be distributed
prior to a decision being made on when interviews
are to recommence,

e. If our recommendation regarding implementation
of the ADP waiting list is implemented then it
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would be more efficient to create a file and file
number at this stage rather than to file the papexs
away, thhgut a file cover, in registration number
ordex. This means that the claimant only has to
quote one reference number throughont the whole
process.

It has been decided that it will not be necessary
to inform the public of Registration/File numbers
as_thls‘could be confusing and experience indicates
clients rarely use their file number. Officers
will be.able to extract relevant numbers from the
ADP Register System, and clients will continue to
use their name as the basic reference.

£. Introduce the ADP Waiting List System

The ADP waiting list has been implemented and all
applicants recorded in the system. The management
reports will be finalised before interviews
recommence (see lc).

g. If a funds crisis occurs cancel the interviews
made more than a week in advance.

This_recom@endation is accepted. The monthly
meetings will be essential in this area.

h. In viey of recommendation ¢ we suggest this
procedure is no longer necessary.

Recommendation accepted.

i. Pe:fotm assessment of application at interview.
1f all information is not available reschedule
interview., This would speed up the assessment
pProcess, negate the necessity in most cases to seek
qddltxonal information, allow for more accurate
assessment as memory would not have to be relied
upon and assist client relations. We consider that
interviews should be conducted by Clerks Class 4
and that client counselling on financial

 Commitments should be part of the interview
period allocated.

320

-8 -

A new organisation structure has been introduced
which means in part that Clerks Class 4 will
conduct interviews. Follow up work and filing etc
will be done by assistants to the Clerk Class 4.
Copies of the organisation charts are attached.

Where possible the assessment will be completed at
interview. If requested the applicant will be
given an indication of amount of loan. Duty of
care will be stressed to staff to ensure public are
informed that this amount is not final and that the
loan has yet to be approved., Clients will be given
this in writing and an appropriate pro forma has
been issued.

It was agreed interviews will not be rescheduled if
all information is not available. However, to
improve the situation.clients will be contacted one
week prior to interview to assist in obtaining
required information. Additionally, letters to
clients have been redesigned to allow for
outstanding matters to be understood.

Client counselling on financial commitments will be
part of interview, especially with other
commitments, and it will be stressed that assets
should not be used for other than home purchase.
Staff will progressively be trained in this role,
but in the short :term some useful benchmarks have
been provided such as minimum disposable income.

jo Discontinue use of register/index systems. and
make use of ADP waiting list.

Accepted. The commitments register has been
amalgamated and now includes all applicants
irrespective of the stage their approval has
reached. All other registers have been reviewed
and most registers will be discontinued as ADP and
commitments systems. become operative. When these
systems are fully operative it should only be
necessary to keep manuwal receords of interviews and
settlement, re-assessments and cheques.

k. Discontinue checking process
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As assessments will be done by Clerks Class 4 the
checking process is ne longer required.

l. The discretionary powers of the Commissioner to
allow up to 36% of income in repayments should be
used where necessary.

Discretionary powers are being used in this regarxd.

m. Stage 1 Approval given only if funds will be
available. This is based on information provided
by Housing Finance. Commitment records updated.

Stage 1 Approval will only be given if funds will
be available. The new Commitment procedures
include controls to ensure funds are available.

n. If a Funds Management approach is adopted it
#ill no longer be possible to allow unlimited
extensions as commitments will become too high and
problems could occur as justifying the necessity
for appropriation allocation due to the Trust
Account balance. Therefore, we recommend that a
period of say two months be allocated to locate a
house to be purchased, and a further two months be
allowed for settlement. If the first of these
deadlines is exceeded then. the loan offer could be
cancelled and if the second deadline is exceeded
interest could be charged, as is done by financial
institutions, as the money could be earning
interest if it were re-allocated.

We would, however expect some consideration of °
client problems and therefore flexibility in the
administration of this arrangement.

The concept of time limits has been. accepted,
although different provisions will have to be made
for new houses, owner/builders, land allocations
and progress payments. Information obtained from
the States indicates no other state imposes
penalties, but that delays are longer in the ACT
than elsewhere. Pending further refinement, the
two month periods with provision for canhcellation
are being introduced when interviews recommence.,
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0. TF1l should be completed and Funds Certificate
obtained prior to approval.

New commitment procedures are based on this
concept.

P. Stage 2 approval given only if funds avaélable.
Loans Management Officer should have delegation to
approve loans and approve commitment of funds.
These authorities are currently held by
Commissioner.

The new commitment procedures allow for approval to
be given only if funds will be available when tbey
will be required. The Loans Manager has.been given
the delegation to approve loans and commit funds.

q. q ts for settl t details should only
relate to that informationh or item we do not .
already possess. This would best be done by vsing
variable stock letters or the word processors.

Settlement procedures have yet to be reviewed but
this recommendation is accepted.

r. For ease of client inguiries it is considered
that best client service would be given if only one
reference number were allocated each applicant. At
present each applicant. has: three reference

b « We r d that if the Mortgage
Account Number is allocated ‘at application stage
then this would be less confusing to the client

and provide for a more efficient system. It

would not mdtter if a claim was rejected and
the Mortgage Account Number was therefore out of
sequence.

Client will still be allocated up to 4 numbers but
due to ADP Waiting List Register System this will
not affect them.

Identify long term funds commitments at Stage 1
approval through use of proposed ADP waiting list
system. Formal commitment on Finance Ledger System
continue to be made at Stage 2.
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a, Simple manual record will be necessary if there
are any delays with the waiting list gystem.

b. Loans Section to be responsible for maintaining
long term commitments and advising Finance Section.

New commitment procedures have been introduced
subject only to the introduction of time limits
(see 5n). The revised commitment procedures cannot
be fully implemented until interviews start again.
Interim commitment procedures are however in
operation.

Line t o trate on particular areas of
risk and encou:age staff to initiate changes to
individual procedures.

This has effectively been done. Management skills
are being enhanced through selection and training,
and staff are motivated to make changes within
their sphere of responsibility.

Introduce the proposed Investigations Unit as soon
as possible.

The Investigations Unit has been created and the
Class 7 position has been advertised. It was not
proposed to staff the other positions in the unit
until that officer has completed the work required
to clearly define the fole and function of the
unit. Whether the unit can be staffed depends on
the allocation of ceiling cover in 1985/86.

a. exercise caré in determining final role

The concerns of the review team are noted in this.
context. The Clerk Class 7 will be required to
prepare a functional statement that identifies the
investigations unit primarily as a "macro~
investigation" unit rather than a policing or
regulatory body. This functional statement when
completed will be discussed with staff in the Loans
area and dpproved by the Branch Head before any
further developmental work i undertaken.

b. examine what specific authority is required
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The comment is accepted. Authorities will be
established once the functional statement has been
completed.

c. conduct a file audit as an early task to
identify major areas of risk

This recommendation is accepted.

d. note it is inappropriate to rely on the
investigations unit for regular case investigations

It has been agreed that the investigations unit
should be involved in case work when appropriate.
It is acknowledged it should not be used for
regular case investigations but will be called upon
to undertake investigations where the Loans staff
have concerns about the information presented. It
was noted that the workload in this area could well
be variable and that it might be possible in the
future to use the investigations unit to look at
other matters in the Branch if there is some doubt
about the propriety of the transaction.

Introduce the ADP Register System for recording
commitments and providing more timely management
statistics.

The ADP register system has been introduced and is
reconciled to the records of commitments and all
the necessary data has been put on that system.
Management statistics for the Loans area have been
identified and will be available prior to
interviews recommencing. In the meantime these
statistics are compiled manually.

Longer term consideration needs to be given to an
overall plan for Housing Branch ADP needs. Care
should be exercised in the tasks for which
automated systems are to be usged.

An overall plan. for Housing Branch ADP needs has
been developed and in the preparation of that plan
care has been taken to ensure a judicious use of
automation. The program is now being evaluated to
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establish which tasks. can be done most quickly and
early in January 1985 a program for 1985 was
finalised.

Assess the use of forms guidelines and checklists
in other loans institutions to identify any
additional streamlining possible.

Forms, guidelines and checklists have been
identified and reviewed internally. Many have been
simplified. Further consideration of changes will
be undertaken as part of the implementation process
identified in the following recommendation.

Introduce a self help approach to reviewing and
documenting basic Procedures, staff aids and client
information. Provide assistance from Management
Consultancy Section through workshops on procedure
examination and documentation.

This recommendation is accepted. While staff
generally have accepted the self help concept a
more formalised structure is being introduced to
ensure the correct attitudinal siktuation continues.
The structure currently being brought into place
involves a committee chaired by the Client
Relations Officer with rotating membership from the
three sections. fThe Committee will progressively
review all policies, procedures and public
information to ensure internal consistency and full
understanding of the policy. The Committee will
document its activities and senjor Branch
management will oversight its activities.

Examine general issues requiring management
clarification:

a. A t of 1

Irregular overtime would be disregarded in income
assessment but it was important to differentiate
between this ang any penalty rates and allowances
e.g. shift allowance as- a condition of employment.
These latter would still be included. Assessable
income would be that as at time of interview unless
later requested by applicant that changed income be
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taken into account or where staff consider that a
rea t is necessary. In these cases the
individual file should be referred to the Director
Loans and Finance or Commissioner. Stage 1/Stage 2
approval letters to be amended to emphasize this
fact.

b. Assessment of Coumitments

It was decided the current policy willinot be .
changed. However interviewing staff will be given
a schedule of minimum disposable income levels and
if commitments cast doubt on the clients ability ta
service the leoan and maintain a basic standard of
living the intexview officer will do some debt
counselling and if necessary refer the client for
further counselling.

c. Handling of Gifts

Current procedures will be retained but ggeater
care will be taken to ensure the declarations fully

identify the gift.
d. Avoidance of leading clients

The concerns of the review team were noted. As the
greater problem relates to misleading statutory
declarations and the difficulty gf.pgosecutxon, ghe
Department is examining the feasibility of amending
the Ordinance and/or gazetted scheme.(s) to
introduce penalties for providing false or
misleading information.

e. Using Bxternmal Information Sources

Claims where the interviewing officer %s suspicious
will continue to be strenuously ;nve§txgated. When
appropriate the Investigation Unit will also be
involved. However any extensive use of external
information sources will not be taken until the
Investigation Unit has been established and
reported on likely and important sources of
possible fraud.
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13.

- 15 -

f. Assessment of deposit as a percentage of
purchase price on actual cost

It was decided that applicants who have
insufficient deposit at interview be given one
month to find or save the deposit before Stage 1
approval is granted. There will be no checking of
assets at Stage 2 approval.

g. BAssessment of FHOS as an asset

This is a policy matter which has been considered
separately.

Make'greater use of working checklists to overcome
detailed forms and ensure closer direct control by
supervisors of casework.

This has largely been completed as part of the
implementation of recommendation 5.

Structure and Staffing.

14.

split the Mor g and Fi Section into
separate Loans and Finance Sections reporxting
direct to the Commissioner for Housing.

This proposal was considered at some length but the
Department concluded that the large casework load
and the level of detailed knowledge required by the
occupant of the position argued against abolishing
the position, However it was noted that the resuilt
of the Working Party exercise to align the ACT more
closely with the CSHA would result in the '
reassessment of functions, and the role of the
Director should be considered again in that
context.

a. compine loans and settlements groups into joint
teams with public contact being primarily at the
Clerk Class 4 level

The re-organisation has been implemented. There
will be 3 cells in the Loans area., Bach of these
cells will be responsible for interviewing the
applicant, assessing claims, settling the loan,
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15.

16.

17.

- 16 -

interest review and sub-let action. Each cell is
to comprise: 1 x Clerk 4; 2 x Clerk 2/3; and X x
Clerical Assistant 4. Due to insufficient ceiling
cover at present only two cells are operational.
Public contact will primarily be at Clerk 4 level.

b. re-organise Finance Section based on structure
proposed by section management and staff within
existing classifications and establishment.

The Finance Section has been restructured as
suggested by the staff.

The Project Officer (administration) introduce a
more rational approach to staff movement throughout

" the Branch for both development and management

purposes; and

Develop staff skills in management and supervision
to provide competent staff to take on higher level
activities. Gradually broaden jobs within the
Loans Section to improve staff skills, job
satisfaction and concernm for clients.

These were already objectives of Branch management,
and staff have been rotated through positions to
the extent permissable under Public Service Board
rules relating to temporary transfers. The
developmental work identified in recommendation 18
will be of significance in this area in the longer
term. However the Branch and Section Heads have
now introduced a further step in staff development
in that the desirability of transfer into a
nominally vacant position will be assessed prior to
any action to advertise the vacancy.

Supervisors give more adequate attention to the use
and maint of pr dure statements through

a. active involvement of staff to make minor
changes

b. ensuring new staff have access to procedure
statements
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18.

- 17 -

Ce 'Management Consultancy conducting workshops to
advise staff on methods of reviewing and charting
procedures

Thi§ has effectively been completed. Longer term
action is identified in recommendation 18c.

Provide increased support to public contact staff.

a. supervisors and middle management regularly
attend the counter to gain an understanding of
problems and the guality of service

Accepted.

b. arrange regular discussions on customer
problems

Accepted.

C. commencing an in house training program
covering client relations, phone techniques,
interview techniques, duty of care, Branch
operations and procedures, client counselling and
customer service

The views of staff are being obtained of the areas
where they feel they need training and assistance.
A program will then be developed and implemented
that includes formal training modules, seminars or
shared experiences, meetings with other affected
groups and self help modules supported as required.
It is planned to introduce this program as a long
term matter that will evolve over time, rather than
as a one-off project.

Other Matters

19.

Improve ciient relations by:

a. re-assessing interview facilities for loan
applicants

Intexrview rooms have been extended.
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21.

- 18 -

b. paying more attention to explanatory
information for clients - simple check lists at
interview ox when applications are lodged may be
more useful than formal letters.

Completed. The loans procedures addresses these
issues.

c. introduce a brief 'handout’ on requirements and
responsibilities for progress payments

Being addressed through the Committee identified at
Recommendation 1l.

d. review letters to clients in conjunction with
the Client Liaison Officer and interested community
groups to ensure they can be understood by clients.

This is being done as part of exercise identified
in Recommendation 11.

e. streamline methods for processing refunds in
conjunction with Finance and Supply Branch

Processing refunds is no longer a major problem,
although delays will continue to arise from time to
time because of staff shortages. A better solution
identified in 5a is to modify the fees schedule to
minimise the need for refunds.

Provide a summary of policy projects to Loans and
FPinance staff to consider the need to provide
practical input, consider ongeing operations and
ensure staff are aware of areas of change being
considered.

Completed. This will be circulated on an ongoing
basis.

Minimise fraud potential by

a. staff identifying where an applicant is known
to them

Instructions have been issued on this matter.
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22.

23.

- 19 -

b. eliminating the use of standard statutozy
declarations

Recommendation 12(d) identifies the problem with,
and solution to, statutory declarations. It is
however important to retain standard forms to
ensure all questions are addressed fully and
properly and accordingly this procedure will
continue.

c. investigations unit initially conceatrate on
identifying main areas of risk

Accepted. See also Recommendation 8.
Claser attention be given to co-ordinating the

Department's review hanisms to total
systems problems are identified.

Recommendation accepted.

A person be seconded full time to implement chaages

recommended.

Completed. The officer has returned to his normal
duties but will c¢ontinue to attend Steexing
Committee meetings and will for several months
retain ap oversighting role in the implementation
of the new procedures. The officer will return to
Housing Branch prior to interviews recommencing to
ensure systems are operating as intended.
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Attachments 4 =14 Have not been included in the

report, but are held on Committee files,
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SUPPLEMENTARY SUBMISSION

PULLIC SERVICE BOAKU ~ VEPARTMLENT OF TEKKLT
> OUR1LS
KLVIEW OF HUUSING BhanUH LOAND ANL FINANCE SLCTLON
SITUAYLION REPURT ab aT 30/11/85

Loans anath‘inaxice‘ Section to provide reqular simplitiea
management reports to the branch Head and senior & i
management . oF Section

a. use y 1 £ t rece
1_4 s{lightly nodifieud format has been introduced., it is
unt:f::patea these torms will be further mogitiea over time
as nanagement requirements become clearer.

b. Use reports as the basis for mana i
ement meet )
determine ongoing action s ines o

These reparts are produced montnly any are usea for
{nanag?nxent meetings between the kranch Head, birector (Loans
ana rinance), Loans and Finance manayers.

€. HRecognise the need for subordinate ma
K n naygers to
detailed information o have moxe

:!;xxtorxflat_:ion requirements for. supordinate managers have been
identifiea in consultation witn those concerned. The
reports are conwu?eg broduced and programming is almost
’c‘omyl eted and training has commenced and will continue,
These reports have previously been producea wanually.

d. Integrate reporting arxangements with oth 3 i
exr Sections of
the prancn to reduce the detailed re; i
rti
renen non | 130, ny load on the

The management intormation from the Loans and Finance
Section has been simplifiea and integrated into one set of
structured reports. A similar exercise is underway tor the
:x_x:ormat:.lon required by the Tenants ana Properties section
Liscussions are beiny helu to estavlish tne intormation )
;eqs;red fgt forecasting ana modeling, This matter will
eykire exteusive revi i i 3 3

o ot view in light of arranyements tor self
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e. Concentrate on basic management performance indicators
rather than complex program control and reporting
mechanisms.

The manayement inforwation system includes performance
indicators. Priorities and taryets will be set at monthly
management meetings to improve management oversight of
pexformance and to set targets for future performance.

widdle level wanagers to give more attention to staff
perforxmance

a. Set work taryets allowing sufficient tiwm~ for increased
communication and self development

work targets are now being set through tlhe manayement
information repoxts, and to the maximum extent possible
allow time for increased communication and self development.
However it should be noted that resources do not always keep
pace with workload, and that the long term success of this
recommenagation depends entirely on the resources available
to the area.

b. Encourage staff to make their contribution to improving
operations

Action taken to improve staff involvement include the
attenaance of staff at Steering (ommittee meetinygs, setting
up a brancn committee to review procedures, ana the
introduction of regular staff meetings and training
sessions. dtaff immeciately involved have participatea in
the review of procedures and made positive contributions but
tnis will be a lony process and will rely heavily on the
commitment of senior brancn management.

c. Concentrate on improving staff relations without use of
complex techniques
This is being done.

d. Select middle level managers (class 5 and above)} on
management or supervisory skills rathex than detailed
knowledge of the loans scheme

The selection criteria for all positions in Loans Section

have been revised and all positions Class 6 and above are
now based principally on management/supervisory skills.
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3.

btrenythen Funas Management and rinancial Planning

a. Strenythen funds manayement in conjunction with
financi=1 planning, budgeting and estimating processes

This nas been done proyressively. Management reports are
peiny used in the. current budyetary cycle.

b. Provide mwore concentrated analysis, assessment ana
estimation of funds commitments, availability and flow

The maunagement reports are desiygnea to facilitate funus
availability to be predicted anu tor expendi’ure to be
taryeted. This will enable increasea management ot cash
flows. Projected revenue call pe estimated with sowe
confidence however a satety margin will be allowed in the
projections. Yhe use of the recently proviacea microcomputer
has considerably enhancea this function.

c. &assess long term implications of the new loan scheme on
viability
bee kecommendation 4.

d. Agree on target interview and approval rates

New commitments procedures are completed and expenditure
ueleyations approved. The delegyation to commit funas became
operative 1/7/b5. by using the management reports outlined
in 1 aweve interview ana approval rates will pe aple to pe
set haviny reyara to preojected funas availability.

arrange .eaxly aiscussions with the bepartment of Finance to
resolve mattexs affecting funds manragement.

a. mng.-tem‘ etftects of iuterest charges

‘b. Options-for operation of the Trust

c. .!‘)urchase of accommodation units

d. geeking annual funds througn New Pblidy Proposals

e. Lkxamininyg detailea financial control and recordingy
processes

f. assess long term implications of the new loans scheme on
viapility (from section 3c above)

A working party to examine the teasibility ot aliyning the
ACT fully to the Commonwealth-btate housing sagreement has
been establishea. 7Tnis workiny party acaressed the funding
issues identified together with allied funding and
operational matters, and the report is now unaer
consideration.
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Systews and proceaurxes
modify Yoan approval process as follows:

a. consideration should be given to deteramining whethex the
application fee charyed should be brought into line with
those charyea by other financial institutions. $b6 is
charged at present no matter what the amount of loan
reyuestea. We have been unable to determinre for how lony
this amount has been the standard fee., MAlternatively the
tee could be abolished with a conseguent reauction in
accountiny and clerical procedures.

The application ree is revieweu as part of tne annual review
ot fees anu charyes in the pudyet context. The review nas
taken account of the rull costs incurrea.

To reduce accounting and clerical prccedures only that
portion of the total fee pl2 related to reg:btrdtxon is
charged when a person applies to join the waiting list,
tnis tee is not retunaable. ‘he remainuer of the ree will
be collected at interview, if the application proceeds.
This will siyniticantly reuuce the nunber of retunus which
will require processing.

AYranyements have also been made ror woans bdection to take
tees at the countexr by providing cash aavances and
appointing countex ana settlement orticers as ayents ror tne
Collector ot bublic monies. fThis will improve client
relations and the exficiency ot the operation.

b. Consideration shoula be given to simplifyinyg the
explanatory leaflet issued by the Lepartment as we doubt
whether all applicants would understana it. To assist
clients and to reduce the numbexr of xejected claims
{(currently 19%) we recommend that the leaflet contain
guidelines for self-calculation of maximum amount ox loan
eligible for and a checklist of what information is reguired
at interxview.

1he current explanatory leatlet will pe retainea, as it
includes a lot of information tnat cannot easily be
simpliriea. however an apbreviatea leaflet will &150 pe
prepared when possible. A check list will be proviaed. It
has vpeen decigpa to delete the conceyt ot tne applicaut
calculating the loan, but to Prov:me a calculation by the
interviewing otticeér.
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C. 70 reduce the number ot rejections, the amount ot time
beople may unnecessarily spend on the waiting list ana
therefore numberx of persons on waitiny lists we recommena
that an application for Housiny Loan be cowpleted at thism
staye and for pre-assessment of eligipility to be made priox
to putting an applicant on the waitiny list. ZThese details
can be updated at interview.

This recommendation dia not broceed. It coulu eliminate
persons trom applying wno nay later pecowe el iyivle ang was
therefore considered unaesirable.

a. The basis of neea curxently used {dependents/no
dependents) may not pe tne only criteria for priority
allocation. Likewise, it is necessary to review the policy
of discriminating against those persons without depenaents
as these people's needs are more urgent than those with
aependents. 1t would be easier ana allow for less chance
with system abuse it verification of dependents criteria was
proof of a payment of Family Allowance for the same
dependent.

1t is poliqQy that persons with depenaents have a greater
need ror housing than persons without dependents., soth
types of client are allowea tor.

lhe department of soeial Security advise it is not teasible
to verity depenuency solely on proor of Family allowance.
although receipt of Family allowance is Lrima tacia evidence
O & dependent cnilu, evideuce in tne rorm or birthn
certificates, ramily Law Court orders etc., is sometimes
sought as apsolute prootr of dependency or chilaren.

e. If our recommenasation regarding implementation ot the
abk waiting list is implemented tnén it wouldu be more
efficient to create a file ana tile numbér at this stage
rather tnan to file tne bapers away, without a file cover,
in registration number order. This means that the clainant.

only has to guote one rxeference number throughout tne whole
process.

it has bLeen deciced that it will not be necessary to intornm
the public of Registration/rile numbers as this could be
coutusing and experience invicates clientg rarely use their
fale number. Ottficers will be aple to extract relevant
dumpers from the ALY keyister bystem, and clients wili
continue to use their nane as the basic reference.

£. 1ntroduce the ALK Waiting List System

lhe Auy wax'ting list nas been implementea and all applicants
Yecordeda in the system. Tne management reports have been
finalised.
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y. if a funds crisis occurs cancel the interviews maue more
than a week in advance.

This recomuenudtion is accepted. %he nonthly meetings will
be essential in this axea.

h. 1n view of recommenaation c we sugyest this proceaure is
no longer necessary.

Kecommenvation acceptea.

i. Perform assessment of application at intexyiew. Jg all
information is not available xeschedule intexview. This
woula speed up the assessment brocess, negate the necessity
in most cases to seek additional information, allow for moxe
accurate assessmpent as memoxy would not haye to be relied
upon ana assist client relations. We consider that
intexrviews shoula be conductea by Clerks Class 4 ana that
client counselling on financial commitments should be part
of the interview periou allocatea.

& new oryanisation stxucture has been introduced and Clerks
Class 4 ana 2/5 will conduct interviews. ro]}ow up work and
tiliny etc are aone by assistants to the Clexk Class 4.

Where possible the assessment wil:'I be completed at
interview., 1t reyuested the applicant will be given an
indication of amount vf loan. vuty ot care w.nl be stressea
to staff to ensure public arxe intoxmed that this amount is
not rinal ana that the loan has yet to be approveu. Clients
will be given this in writiny and an appropriate pro forma
has been issuea.

1t was ayreea interviews will not we reschedulea it all
information is not available. However, to improve the
situation clients will pe contactea one week prxor.to
interview to assist in optaininy reyuirea inform§tlon.
Adaitionally, letters to clients nave been reaesiynea to
allow fox outstandiny matters to be understood.

’

Client counselliny on financial conmitments are paxt of the
interview, especially clients with other commitments, ana it
will pe stressed tnat assets should not be used for otnex
than home purchase. &taft will progressively be trained in
this role, but in the short terxgn sume use{:ul benctugdrks have
been provideu such as minimun disposaple income.

3. biscontinue use of register/index systems and make use
of ADP waiting list.

Aticepteu. Tne commitments register has peen awalyamateaq ana
now incluues all applicants irrespeci.:lve of the stage their
approval nas reachea. All other reyisters have been
reviewed and all but 2 cxiscontinued_.v it is now only
necessaxy to keep manual recoras of interviews ana
settlement, re-assessments and cheques.
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k. uLiscontinue checking process

A8 assessments wild be done by Clerks Class 4 the checking
process iy no lonyer reyuireu. however, yuality control is

waintained by the hanagement Officer and the Loans manager.

1. The aiscxretionary powers of the Commissioner to allow up
to 305 of income in repayments shoula be useq where
necessary.

biscretionary powers are beiny usea in tnis regara.

m. Stage 1 Approval given only if funds wil® be available.
This is basea on intormation providea by Housing Finance.
Comiuitment records upaated.

ostaye | approval is only given if tunas will be available.
The new Commitment proceuures include contxols to ensure
tunas are available.

n. If a rFunas management approach is aaopted it will no
longer be possible to allow unlimitea extensions as
comuwitments will become too high ana proplems could occur as
justitying the ity for appropriation allocation due to
the Trust account balance. Therefore, we recommena that a
perioa of say two montns be allocated to locate a house to
be purchased, and a further two months be dllowed for
settliement. If the first of these deaglines is exceedea
then the loan oftexr coula be cancelled ang if the secona
deadline is exceeded interest could be charged, as is done
by fipancial institutions, as the money could be earniny
interest it it were re-allocated.

we would, however expect some consideration of client
problems and theretore flexipility in the administration of
this arranyement.

The concept of time limits has been acceptea, althouygh
aifterent provisions will have to be made ror new houses,
owner/vuiluers, lauu allocatious 4nQ Proyress paynents.
inrormation obtained trom the States indicates no other
state imposes penalties, put that aelays are longer in the
ACT than elsewhere. Pendiny further refinement, tne two
wonth periods with provision for cancellation have been
introduced.

©. T¥lL shoula be completed ana Funas tertiticate obtainea
prior to approval.

Wew comnituent proceaures have resultea in tne eliminations

of the T¥ll. Funds availability is noted on the worksheet
Prior to s4sC approval peiny yiven.
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p.  Stage 2 approval given only it tunas available. Loans
Management Officer should have deleyation to approve loans
and approve commitment of funas. These authorities are
currently held by Commissioner.

e new commituent procedures allow torx appz:-oval to be given
only if tunds will be available when they wx}l be requirea.
Pne Loaus hanager has been given tne aeleyation to approve
loans and comnit funds. 'The minister nas rejecteu
reconuenaations that a deleyation ror funas commitment pe
given to the Loans hanayement Ufficer.

q. Requests for settlement qetails should o..ly relate 1.:0
that information or item we do not alxeady possess. This
would best be done by using variable stock letters or the
WOXrd Processcrs.

tnis recommenuation has peen accepted, however, the :}etter
in current use has peen a useful checklist tor solicitors,
etc.

x. Yor ease of client inguiries it is considered that pest
client service would pe given it only one reference numbex
were allocated each applicant. &t present each applicant
has three reference bers. We recc that ::L£ the
mortyaye Account Number is allocatea at application stage
then this woula be less confusing to the client and provide
for a moxe eificient system. 1t would not matter if a claim
was rejected and the hortgage Account Number was therefore
out of sequence.

The aAbP waiting bList keyister system enables clients
accounts to be accessed alphabetically, which has proved to
be aaministratively efticient. .

6. iuentify‘ lony term funds commitments at Stage 1 approval
through use of proposea abpP waiting list.system. Formal .
commitment on Finance Ledger system continue to be made at
sStage 2.

a. simple manual record will be necessary if there are any
delays with the waiting list system.

b. lLoans Section to be responsible for ma::mtaining long
term commitments and advisinyg kinance Section.

A manual system iy waintained. New comwitment proceaures
have been introauced pex previous paragxgyhs. Use ot the
Lepartment or rinance commitment system is no@ necessary aue
to the.appointment .0t a branchn Prescribed Officer.
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7. wbvine wanagement concentrate ou particular aress or risk
and encouraye staft to initiate changes to inaiviaual
proceaures.

Tnis has etrectively peen done. management skills are veiny
enhanced through selectiomn and training, and staff are
motivatea to make chanyes witnin tneir spnexe ot
responsibility.

introuuce the proposeda Investigutions Unit as soon as
possible. . '

The investiyations unit nas peen created ana the Class 7
position has been advertisea and is expectea to be tilled in
Januaxy i%Bu. 1t is proposeq to statf the otner positions
in the unit atter that orticer has cumpleted the work
reyuireu to clearly uerine tne ¥ole ana tunction of the
unit, . . :

a. exercise care in determining final  xole

The concerns of the review team are noted in this context.
The Clerx Class 7 will be reyuirea to prepare a functional
statement that iqentities the investigations unit primarily
as a "macro-investiyation” unit rather thdan a policiny or
regulatory boay. This tunctional statement when completed
will ve uiscussea with statt in the Loans area ana approvea
by the Branch nead pefore any further aevelopmental work is
unaextaken. '

b. examine what specitic authority i's reyuirea -

The comment is accepted. authorities y{ﬁl'fbie ‘established
once tne functional stdtement nas’ veen completéda. T
€. conduct a file auait as an early task to igentity major
areas of risk : ' '

This: reconmencation is accepted. '

d. note it is inappropriate to xely on the investigations
unit for regular tase investiyations : '

It has been ayreed that tne- investigations \L\_‘nit should be
involvea in case work wnen' appropriate. tt is ackliowleayea
it should not be used tor Xéyular case ‘investigations but
will be callea upon to unuertake investiyations wnere the
Loans staff have concerns about the intormation presented,
Lt was noted that the workloaa in this area coula well pe
variable and that it miynt be possible in the tuture to use
the investigations unit to look at otner watters in the
sranch if there is some doubt about tae propriety of the
transaction.
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10.

-

1.

Ya. introduce the AuP Heyister System for recoruing .
commitments and providing wore timely nanayement statistics.

The ALk Xeyister system has peen introuuced and is
reconéiled to the records of commitments and all the
uecesuérxy aata has veen put on that systewm. Mdanayewment
statistits tor the Loans area used and are supplementea by
statistics compiled manually.

9p. Longexr texm consideration neeas to be given to an
overall plan for housing brunch aALP neeus. Caxe shoulda be
exercised in the tasks tor which autcmatea systems are to be
usea.

An overall plan tor nousing nfancn Aul nekus has been
developed and in the preparation of that p}an caxe has peen
taken to ensure a juaicious use of automution. A new Clerk
Class & position has been created to co-ordinate avy
wmatters. kecruitment tox this position is unaerway.

#ssess the use of forms yuidelines ana thecklists in other
loans institutions to ideéntity any adaitional streamlining
pbssible. -

rorms, yuiqeliues anu cnecklists have ul—.-en.iuentixieu ana
reviewed internally. many have been sinplified. Further
consiveration ot chanyes will pe unuertaken as part of the
implementation process identified in the followiny
recoumengation.

introauce a seélf help approach to reviewing anca documenting
vasic procedures, staff aids and client information.
¥roviae assistance from Management Consultancy bection
thtough workshops on procedure examination ana
documentation.

Tnis recommenuation iy adcdptea. while stafr generally have
deceptea the self help concept a more tormalised structure
has been intrxouudceu to ensure the correct attituainal
situation continues. The structure currently in place
involves a committee chdirea by the Client kelations Utricer
with rotating mempexship from the three secgions. Yhe
committee will proyressively xeview all yoncigs, proceaures
any puplic intormation to ersure internal consistency ana
zull understanuing of the policy. 7Thne Committee uocunents
its activities anda sehior Branch management oversiyhts its
activities,
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12.

kxamine general issves requiring mansgement claritication:
a. assessment of Income

Unaex continuous review. 1t was aecided that irreyular
overtime would be aisregaraed in income assessment but it
was important to airrerxentiate petween this ana any penalty
rates and allowances e.y. shift allowance as a condition ot
ewployment. ‘Tnese latter would still ve incluaed.
Assessable income would be that as at time of interview
unless later reyuestea py applicant that changed incowe pe
taxen into account or where statf consider that a
reassessment is necessary. In these cases the indgividudl
fi1le snould pe referred to the birector Loans and Yinance or
Lommissioner. Staye l/btaye 2 approval letters have peen
amended to emphasize this fact.

b. Assessment of Commitments

It was ceciced the currxent policy will not be changed.
However interviewiny statf, while not aept counselors, have
veen instructed to note clients' ability to service the loan
and maintain a basic standara or liviny ana if necessary
reter the client tor turther counselling.

c. Hanaling of Gifts

Cuxxent proceaures will pe retainea but yreater care will be
taken to ensure the declarations fully identify the gift.

d. Avoidance of leading clients

lhe concerns of the review teum were noted. As the yreater
provlen relates to misleaainy statutory detlarations ana the
ditficulty ot prosecution, the vepartment is examining the
teasipility or amenuing the uruinance ana/or yazettea
scheme(s) to introduce penalties for providing talse or
misleauiny intormation. fhe re-ararted yusetted scheme ana
application form have been amenued to improve this aspect.

¢. Usiny kxternal information Sources

Claims where the interviewiny ofticer is suspicious will
continue to ve strenuously investigatea. wnen appropriate
tha Lnvestiyation Unit will also be involved. The revisea
applacation form provides for an authority t6 contact thira
parties.
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14.

£. Assessment ot deposit as & percentage of purchase price
on actual cost

1t was uecidea that applicants who have insutticient deposit
at intérview be yiven one month to tind or save the deposit
perore dtaye 1 approval is yrantea. There will pe no
checking of assets at staye 2 approval, but clients will be
requireu tu unuertake to auvise tne Commissioner or changes
in tinancidl circumstances.

gy« Assessment of FRHUS as an asset

The Government has directed that clients be reyuirea to
select the rhub option wnicu proviaes ygreatest wonthuly
instalments and thus minimal lump sum payments. Lump sums
are regarded as assets.

Make yreater use ot working chiecklists to overcome aetailea
torms and ensure closer direct control by supervisors of
CAsSeWwOrK.

Tnis has laryely been completea as part ot the
implementation of recommendation 5.

dtructure and Staffing

split the mortyages and Finance Section into separate Loans
and Finance dections xeporting direct to the Commissioner
for Housing.

This proposal was considereu at some lenygti but the,
Lepartment concluaed tnat the larye casework load and the
level of vetaileu knowleuye reyuired by the occupant ot the
position aryued against abolisniny the position. However it
wds hotea that the result of the working Party exercise to
aliyn the aACT more closely with the CSha woula result in the
reassessment ot functions, and the role ot the birectox
should be considered ayain in that context.

a. combine loans ana settlements groups into joint teams
with public contact being primarxily at the Clerk Class 4
level

The re-oryanisation nas been implemented. There are J cells
in the Loans area. bLkach of these cells are responsiple for
interviewiny the applicant, assessing claims, settling tne
loan, interest review and sub~-let action. kach cell is to
conprise: 1 x Clerk 4; 2 X Clerk 2/3; anda 1 x Clerical
assistant 4.

b. re-organise Finance dection basea on structure proposea
by section management and staff within existing
classifications ana establishment.

The Finance bection has been restructured as suggestea by
the start.
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le.

17.

1.

The Project Officer (administration) introuduce a more
rational approach to staff movement throughout the branch
for both develop t and t purposes; and

bevelop staff skills in management and supervision to
provide competent staff to take on highex level activities.
Gradually broaden jobs within the Loans Section to improve
staff skills, job satisfaction and concexn for clients.

These were already objectives of Branch management, and
starf have been rotated through positions to the extent
pexrmissable undex Public Service board rules relatiny to
tenporary transfers. The developmental work igentifieq in
recommendation 18 will be of significance in this area in
the lonyer term. however the branch and bsection Heaas have
now introduced a further step in staff development in that
the aesirability of transfer into a nominally vacant
position will be assessed prior to any action to advertise
the vacancy.

Supervisors give more adequate attention to the use and
waintenance of procedure statements through

a. active involvement of staff to make minor changes
b. ensuring new staff have access to procedure statements

c. Management Consultancy conducting workshops to advise
staff on methods of reviewing and charting procedures

This has effectively been completed. Longer texrm action is
igentified in reconmendation lsc.

Provide increased support to public contact staff.

a. supervisors and middle management regularly attend the
counter to gain an understanding of problems and the quality
of sexvice

accepted.

b. arrange regular discussions on customer problems
accepted.

c¢. commencing an in house training program covering client
relations, phone techniques, interview techniques, duty of
care, Branch operations and procedures, client counselling
and customer service

The views of staff have been obtained of the areas where

they feel they need training and assistance. A program is
undex development that includes formal training modules,
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sejnars oY shareu experiences, umeetings with other artectea
yroups anu seli help moauwtles supported as reyuired. 1t is
planiey to introuuce this progyram as a lony terw matter that
will evolve over time, rather than as a one-otf project.
sume toxmal ana in hnouse training sessions have already been
conuucked.

Uther matters

Improve client relations by:

a. re-assessing interview tacilities for loan applicants
interview rooms have been extended.

b. paying more attention to explanatory intormation tor
clients - simple check lists at interview or when
applications are lodyea may be more useful than formal
lettexs.

These wmatters are now dealt with py Loans ana Finance
Section.

c. introduce a brief 'handgout' on reyuirements and
responsibilities fox proyress payments

has been ageyuately auaressed in the yeneral intorxmation
brochure which is proviaea to applicants.

d. review letters to clients in conjunction with the Client
Liaison Officer ana interested community groups to ensure
they can be understooa by clients.

This is beiny aone as part of exercise identified in
xecommenoation 1l.

e. streamline methods tor processing retunds in conjunction
with Finance and Supply Branch

Procgssing retunds is no lonyer a major problem, althouyh
delays will continue to arise from time to time because ot
start shortdyes. A better solution identitiea in ba is to
modify the fees scheaule to minimise the neea for retfunas.
Proviade a summary of policy projects to Loans and Finance
staff to considex the need to provide practical input,
consider ongoiny operations ana ensure statf are aware of
areas of change being considered.

Completea. ‘his will pe circulatea on an onyoing basis.
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22.

23.

hinimise fraud potential by

a. staff identifying where an applicant is known to them
Instrutions have been issued on this matter.

b. eliminating the use of standaxd statutoxy declarations
Reccm@endation 12(d) identifies the problem with, and
solution to, statutory declarations. It is however
important to xetain standard forms to ensure all yuestions
are addressed fully and properly and accordingly this
procedure will continue.

¢. investigations unit initially concentrate on identifying
main areas of risk

Accepted. See also Recommendation 8..

Closer attention be given to co-oxdinating the Department's
review mechanisms to ensuxe total systems problems are
identified.

kecommendation accepted.

A person be seconded full time to implement changes
xecommended.

Cowpleted. The officer has returned to his normal duties
but has continued to attend Steering Committee meetings.

The oificgr returned to Housiny Branch prior to interviews
recommencing to ensure systems were operating as intended.
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JOINT PARLIAMENTARY COMMITTEE OF PUBLIC ACCOUNTS

ENQUIRY INTO THE AUBITOR-GENERAL’S REPORT - APRIL 1985

SUBMISSION BY THE DEPARTMENT OF VRTRRANS' AFFAIRS
ON _23.1 NATIQNAL COMPUTER CENTRE

The Department operates a centralised National
Computer Centre (NCC) to support computer systems in State
Branch offices and hospital institutions via an
Australia-wide terminal network.

2. Since 1974 the NCC has been located in Grace
Building, the headquarters of the N.S.W. Branch Office.
Accommodation in the building has been the cause of
considerable industrial unrest, which has led to the
Department's proposal to relocate the N.S.W. Branch O0ffice
and the NCC to new premises in 1985/86.

3. Prior to the audit the Deéattment had become
concerned with aspects of its data processing operations,
and had initiated action in 3 relevant areas:

(1) a consultancy had been commissioned to review the
Department’s current and future computer
environment;

{(2) funds had been allocated in 1984/85 to improve the
security of the NCC; and

(3) a reorganisation of senior positions within the
NCC had commenced.

4. The consultant’s report has been received by the
Department and action has commenced to upgrade and relocate
the Department’s central computer facility. The security
upgrade planned for 1984/85 has commenced and the
reorganisation of NCC management staff is complete.
Interviews have been held and appointments are currently
being made to newly created positions.

5. The Auditor-General addressed his remarks under
three headings:

Physical Security

5.1 The Department is aware of the difficulty in
meeting current standards of computer accommodation and
security in a building of the age and design of Grace
Building. Consequently it initiated the proposal to
relocate. Funds were allocated in 1984/85, and included in
1985/86 estimates, to improve existing security facilities
pending relocation of the NCC to more secure accommodation.
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Operations
5.2 The advice of the Auditor-General has been

confirmed in the consultancy report. Actien has been taken
on all issues raised by the Auditor-General.

Computer Software
5.3 The advice of the Auditor-General has been

accepted and remedial action has been taken on all matters
raised,
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JOINT PARLIAMENTARY COMMITTEE OF PUBLIC ACCOUNTS ENQUIRY
~INTO THE REPORT OF THE AUDITOR-CENERAL — APRIL 1985

SUBMISSION BY THE DEPARTMENT OF VETERANS® AFFAIRS ON

23.2 PENSION OVERPAYMENTS AND OTHER DEBTORS

POLICY AND OBJECTIVES

Insofar as pension overpayments and other debtors are
concerned, the Department's objectives are to minimise their
occurrence to the extent that this can be achieved in a cost
effective way, to record known overpayments rellably and to deal
with them with efficiency and fairness.

2. When designing systems and setting down procedures, care
is taken to guard against overpayments. MNevertheless they can
oceur and the Department’s procedures for recovery of pension
overpayments by lump sum or by deduction from pension instalments
are aimed at providing a balance between the need to recover and
the need to avoid unnecessary hardship. These include provisions
for waiver or write off.

Dual Payments of Pension

3. The Department of Social Security (PSS} has provided a
report on the outcome of the computer matching exercise to detect
dual payments of all DSS pensions and unemployment, sickness and
special benefits, with this Department's disability and service
pensions. Only 7 overpayments totalling $35,854 were detected.
This result contrasts with the 119 overpayments totalling $544,434
detected in the 1982 matching exercise.

Debt recovery procedures - Central Office role

4. The Central Office role in monitoring standards of debtor
control in Branch Offices was the subject of comments by the
Auditor-General in paragraph 25.% of his September 1984 Report.

It was also the subject of a submission to the Joint Parliamentary
Committee of Public Accounts lodged on 10 December 1984,

5. Briefly, the Department has agreed that the Central
Office role should be expanded. Despite limited staff resources,
a Pension Control Group will be established early in the new
financial year.

6. Action has commenced to reduce the backlog of Branch
Office waiver and write off submissions. 4 signifcant reduction
in the number on hand will be achieved this financial year and the
bagklog‘is expected to be eliminated before the end of September
1985.

Reconciliation of sundry debtors ledger

T. The reconciliation referred to in the Report is between
the amount shown in the sundry debtors ledger as recovered and the
amount shown as recovered in the Finance Ledger against revenue
items. The 1985-86 Ledger has been redesigned to facilitate the
reconcilitation. .
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JOINT PARLIAMENTARY COMMITTEE OF PUBLIC ACCOUNTS ENQUIRY
INTO THE REPORT OF THE AUDITOR-GENERAL - APRIL 1985

Supplementary Submission by the Department of Veterans’ Affairs
on Paragraph 23.2: Pension Overpayments and Other Debtors

POLICY AND OBJERCTIVES

Insofar as pension overpayments and other debtors are
conceraed, the Department’s objectives are to minimise their
occurrence to the extent that this can be achieved in a cost
effective way, to record known overpayments reliably and to deal
with them with efficiency and fairness.

. The Repatriation legislation was amended in November
1980 to strengthen the recovery provisions and provide the
Repatriation Commission with authority to waive and write off
debts. (These powers were previously delegated by the Minister
for Finance under S70 C of the Audit Aect 1901).

3. When designing systems and setting down procedures,
care is taken to guard against overpayments. Nevertheless, they
can occur and the Department’s procedures for recovery of pension
overpayments by lump sum or by deduction from pension instalments
are aimed at providing a balance between the need to recover and
the need to avoid unnecessary hardship. They include provisions
for waiver or write off.

The Auditor-General’s Report

4. Paragraph 23.2 of the Auditor-General’s Report raised
three items of concern:

(1) Dual payments of pensions;
(ii) Debt recovery procedures - Central Office role;
(iii) Reconciliation of sundry debtors ledger.

5. Details of remedial action taken by this Department are
provided below as a follow up to those measures outlined in our
earlier submission:

(i) Dual Payments of Pension

6. As outlined in the Auditor-General’s Report, the
matching exercise was conducted to detect dual payments of
certain Veterans’ Affairs and Social Security payments. The
computer matching exercise carried out by the Department of
Social Security (DSS) was completed in 1984 and detected only 7
cases (totalling $35,834) of dual payment of all DSS pensions and
unemployment, sickness and special benefits with this
Department’s disability and service pensions. As a result, DS§
recommended that the exercise did not need to be run on an annual
basis (as previously recommended) and future projects should be
undertaken when resources and priorities permitted.
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7. In view of the result obtained in the matching
exercise, and given that there is routine checking on a case by
case basis where there is a possibility of a dual payment, t?e
Department of Veterans' Affairs supports the DSS recommendation.

(ii) Debt Recovery Procedures - Central Office Role

8. The Central Office role in monitoring standards of
debtor control in Branch Offices was the subject of comments by
the Auditor-General in paragraph 25.4 of his September 1984
report., It was also the subject of submission to the Joint
Parliamentary Committee of Public Accounts lodged on 10 December
1984 and 19 June 1985. There has been considerable progress by
the Department since those submissions were lodged.

9. 4s foreshadowed in the Department’s-«June 1985
ubmission, a "Pension Control Group” {now known as Finance
Control Section) was established early in 1985/86. The Section
has assumed the functions of processing Branch 0ffice waiver and
write off submissions and the backlog which had accumulated has
been virtually eliminated.

10, A review of all aspects of pepsion overpayments
procedures has been started. This review is addressing ?hg
causes of overpayment, possible corrective measures, revision of
procedures and General Orders and recovery, write-off or waiver
of debts.

1L. A review of other debt recovery procedures has also
been carried out recently and recommendations on p;osted changes
will shortly be submitted to the Repatriation Commission.

12. It is believed that the actions already taken or in
train redress the deficiencies noted by the Auditor-General.

(iii) Reconciliation of Sundry Debtors ledger

13. As indicated in our submission of 19 June 1985, the
ledger for the 1985-86 financial year was re—designed to
facilitate the reconciliation between our sundry debtors ledger
and the Department of Finance ledger.
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SOINT COMMITTEE OF PUBLIC ACCOUNTS
INQUIRY INTO THE AUDITOR~GENERAL'S REPORT - APRIL 1985
SUBMISSION BY AUSSAT PTY. LTD.

Statement of Policy and Objectives

AUSSAT Pty. Ltd. is the owner and operator of the Australian
national satellite system. Tne Company is owned jointly by
the Commonwealth of Australia (75% shareholding) and the

Australian Telecommunications Commission (25% sharehglding).

AUSSAT was incorporated under the Companies Act 1981 in the
A,C.T. and is regulated by the Sat€llite Communications Act
1984 which directs the Company to carry on its business in
accordance with sound commercial principles. AUSSAT is
managed by a Board of thirteen Directors appointed by the
Commonwealth. The Chief Executive and General Manager is
Mr W. G. Gosewinckel.

The Company's operations are funded by a mixture of equity
capital and loans. The authorised capital is A$100M
consisting of 1004 one dollar shares, Seventy five million
shares have been issued each paid to %6 cents, realising
A$72M in paid up capital. Interim loan facilities totalling
some A$430M are being provided by two banking syndicates lead
by the Commonwealth Bank of Australia and Manufacturer's
Hanover Limited respectively. The Company is currently
replacing these interim facilities with longer term financing
arrangements to be lead by the Commonwealth Bank of
Australia. The raising of the current interim loans was
approved by the Treasurer in accordance with the requirements
of AUSSAT's Memorandum of Association.

Auditor General's Report - April 1985

In his report of April 1985 the Auditor-General commented
that the Company had overdrawings (overnight accommodation)
on several occasions to a maximum level of A$503,944 and
claimed that the Treasurer's approval of the overdrawings had
not been obtained. This matter was raised by the Auditor
General in December 1984 with both the Company and the
Minister for Comnmunications.

AUSSAT respoﬁded to the Auditor General and the Minister for
Conmunicatigns in the following terms:

"The Company takes the view that there are only
borrowings in the event that there is a net indebtedness
to the Bank after taking into account all the day to day
transactions between the Bank and the Company. On this
basis, it should be noted that the overdrawing of
A$503,944 was more than offset by deposits at call with
the Bank totalling A$7,.1M. In other words, in total,
AUSSAT's account with the Bank was well in credit and
this same situation applied on other occasions.®
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In addition, the overnight accommodation in question was
with the Commonwealth Bank of Australia and AUSSAT advised
the Auditor General and the Minister for Communications
that the Company believed that it already had the required
Ministerial approval for such accommodation by virtue at
the Treasurer's approval for the temporary borrowing
facility with the Commonwealth Bank totalling A$175M, which
had (and has) not been fully drawn down.

As a general statement of principle, the Company adopts
accepted commercial practice by using overnight
accopmodation facilities en occasion to avoid calling in
beneficial short term investments prior to maturity and as
a margin to be used in taking advantage of the time it
takes for cheques to be presented. Nevertheless, as part
of the establishment of long term finance for the satellite
program, the Treasurer's approval is being sought for an
overnight accommodation facility of A$10M. This will
eliminate any further concern on this matter from the
Auditor General.

Thursday 13 June 1985
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JOINT COMMITTEE OF PUBLIC ACCOUNTS'

Inquiry into the Auditor General's Repoxt of April 1985,

Submission by Trans Australia Airlines
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Chapter 37 of the Report relates to aspects of
Trans Australia Airlines activities, and the
Committee has requested a detailed submission on
those matters.

These are dealt with in the order used in the
report,

NON~COMPLIANCE WITH THE THEN SUB-SECTION 21 (3) OF
THE ACT.

The particular sub-section £fell into the disuse
both from the TAA side and in the Department of
Administrative Services. As stated in the Auditor's
report an amendment to the Act has now removed the
requirement, This indicated a recognition that it
had ceased to be appropriate.

INTEREST ON LOANS FOR AIRCRAFT PURCHASERS

The policy of capitalising as part of the asset
value of aircraft, interest on 1loans raised
specifically for the financing of those airecraft,
was accepted by successive Auditors-General £from
its first application in 1958/58, until it became
the subject of audit gqualifications in 1981/82 and
1982/83..

Effective 1lst July 1983, accounting policy in this
area was changed to the more commonly accepted
method of expensing the relevant interest as it
accrues, and the new policy is accepted by the
Auditor.

FREIGHT REVENUE

Since this involves commercially sensitive material
it has been relegated to an attachment, which we
ask be treated as strictly confidential.

The TAA controls and practices are normal to this
particular area of business activity, and similar
to other domestic air cargo operations in Australia
and probably also to most such operations in other
countries.

SUBSIDIARY COMPANIES

As indicated in the last paragraphs of chapter 37,
the matters raised in respect of the audits of the
accounts and records of TAA's subsidiary companies
and the trust have been responded to in letters
dated the 27th December 1984 from the secretary of
the relevant companies and the trust.
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It is understood that all the matters raised hav
been satisfactorily resolved with the exeption og
Drocedures documentation in regpect of a number of
functions., This aspect has been delayed to some
degree due to the pending implementation of new
computerised systems and will be attended to as
Soon as possible., However it is pointed out that
:gga;;:siince og.grocegural documentation will not
e quali of interna i i
considered satisfacZory. b control which is

17 June 1985
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JOINT COMMITTEE OF PUBLIC ACCOUNTS
Inquiry into the Auditor-General's Report, April 1985
Submission by the Australian National Gallery

The Australian National Gallery was established by the
National Gallery Act 1975. 1Its principal functions are to
develop and maintain a national collection of works of art
having in view the most advantageous use of the collection
in the national interest and to exhibit, ox make available
for exhibition by others, works of art from the national
collection or works of art that are otherwise in the
possession of the Gallery.

The financial statements for the year ended 30 June 1984
were submitted to the Minister on 20 December 1984, The
Gallery‘’s Annual Report was tabled in Parliament on 28
March 1985. This was within the time limit specified in
legislation.

Following are the responses to the matters raised in the
Auditor~General's report.

Accounting and control procedures.

The weaknesses in bookshop operations mentioned in previous
audit reports have been rectified. All necessary controls
are now in operation and are working in a satisfactory
manner. The Gallery has introduced passwords on the
Finance and Works of Art computer systems. The Gallery
will shortly replace its computer. The new computer system
will incorporate the highest level of security available.
The installation of the new hardware and software for
Accounting records and Works of Art systems will be
completed by 30 June 1986.

A stocktake of all library catalogued material was
commenced in the second half of 1982 and completed for
report date in early 1984, The final loss rate was .08%
per annum. Council has agreed that future stocktakes be
performed progressively. The next stocktake of library
holdings will be undertaken during 1985/86 and will cover
approximately 10% of the collection. The Gallery does not
have the resources to perform a complete stocktake in the
one year.

The weaknesses in salaries and personnel administration
have been rectified by additional .controls introduced
during 1984, The problem of staff failing to give notice
on termination of employment is not easily solveable.
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are being raised before
; ; purchase of goods and are si
by officers with appropriate delegations.' Limits setgg;d

Council are being ohse i i
colain tenders.g rved for obtaining written quotes and

National Collection-acquisi:
tion of i
Gallery's creation o sesers prior to

the Gallery's possession has been completed. The

:ﬁgué:§§e5§ ::e Coz@onyealth prior to the establishment of
continuing. It is expected this wi
completed by the end of 1985, The performanc; ozlil be

complete stocktake wil i
oppiete s 1 be dependent on available

Other revenue

Thed:ontrol weaknesses in relation to mail ovder sales
:u?l Yy debtors and cash receipts have been fixed as !

ngw g::éedISICBSEIOf mail order sales, cheques received are

omptly, returned items are bei i
and formal write-off for dam is now & Stordies
aged goods is now a standa

iroeedure.  Sundry debtors are being followed up on a i
egular basis and accounting records are now adequate;

:nter:als and rea;on?ble limits have been gset at which they
re cleared. Variations between registers ang cash
received are being recorded ang investigated.

Payments of private expenses

All credits cards issued to Gall i
i ery officers requi
travel.have been withdrawn and recovery of persgnaied b
:ﬁfing;t:re pgsbbeig completed except for $142,97 which
- repai y June 1985 The personal e i
. - diture
was incurred by only two Galler: i ing oy
5 x y officers dquring o
trips, which were partly covered by recall to dztyferseas

Entombed Warriors Exhibition

An agreement was prepared and e
; xchanged between the
::;e;:::::;§l C:ltgral Corporation of Australia (ICCA) anad
] ian National Gallery regarding th i
the Entombed Warriors Exhibiti R onatery duc on of
tion. Unfortunately g

pPressures of preparing for that exhibitj i as not e

z ibition it was t
signed. The Gallery did not incu iabi "

G r any 1i iti

foreshadowed in the exchanged agteemezt. sbilities not
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The agreement between ICCA and the Gallery provided for
JICCA to collect adrwissions and to account daily to the
Gallery for attendance numbers and admission revenue. As a
government created boedy, ICCA was considered trustworthy in
this regard.

The impact of the regulations relating to the admission
charge was not fully realised at the time of negotiations
with ICCA in relation to the exhibition. The fee of $4 for
entry to the Entombed Warriors Exhibition and the
proportion receivable by the Gallery was consistent with
the arrangements. at each venue for the exhibition
throughout Australia, Action has been taken to ensure a
similar oversight does not occur again.

Works of Art

A system of monthly written reminders to curators has been
instituted by the Registration Section to reduce delays
between receipt of artwork and submission to Council for
prospective acquisition. In addition regular reports are
presented to Council which list works in the building not
yet dealt with. These procedures have resulted in a
significant reduction in delays.

in the one instance during 1983-84 where Council approved
the acquisition of a clock by J. Olbrich for an upper limit
of 11,500 pounds plus two bids, the clock was obtained for
15,000 pounds on the approval of the Director which was
subsequently ratified by Council,

The environmental monitoring system installed by the
Gallery is adequate. The computer printout is designed to
" be read by technical staff. The sensors are accurate to
greater than 97% and are "state of the art™. The computer
which controls environmental monitoring has an accuracy
rating of greater than 97%, giving a combined
sensor/computer accuracy of at least 94%, The
environmental monitoring system is supplemented by a
full-time environmental monitoring technician who
instigates action in cases of complications or breakdowns.

The task of the ongoing monitoring of the condition of
works of art in the collection is performed by both
curatorial and conservation staff. In any one year over
1500 works of art receive detailed inspection in addition
to routine conservation checks. The condition of each work
of art on exhibition or proposed for exhibition (or loan)
is critically assessed -during this process.
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Storage facilities at the Fyshwick store to whi i
report.only refers are considered adequate t::fr}:et:zr)::d;;
art belnq.stored there. These items are at minimum risk
The security of the area is also considered adequate :
fol,}ow.xng an upgrade of the security equipment which came
online to the Gallery at the end of May 1985,

Admission to the Gallery

Through poor qrafting, the regulations required the Gallery
to.charge admission to all persons entering the building
This meant that staff, V.I.P.'s, official visitors and .
patrons wishing to purchase from the Gallery shop and/or
use the Gallery restaurant, were to be charged admission
i:ie’e):gh entgyt.:h Clearly this was not the original

ion and the regulations
overcome this difficglty. have now heen amended to

Expenditure of moneys not in accordance with the Act

Expenditure on salaries and payments in nature thereof
exceeded the amount approved by the Minister by $68,565
The total expenditure for the Gallery remained with."m tt'xe
approved amount. The overexpenditure related to the June
payment to the Department of Finance for superannuation.

14 June 1985
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JOINT COMMITTEE OF PUBLIC ACCOUNTS

INQUIRY INTO THE AUDITOR-GENERAL'S REPORT - APRIL, 1985
SUBMISSION BY THE AUSTRALIAN NATIONAL UNTVERSITY

1. DYTRODUCTION

1.1 ‘The Muditor-General's 1985 Report referred to matters arising from
the audit of the accounts amd records of financial transactions of the
thiversity for the year ended 31 December 1983, In addition, reference vwas
also made to paragraph 40 of the Auditor-General's March 1984 Report on
the internal aundit fimetion of the University and on its powers to borrow.

1.2 The present Vice-Chancellor, Professor P.H., Kamnel, took office on 6
July 19682. Within his first year of office he realised that the
University's. financial administration could be improved in same respects
and took steps to strengthen it. He initiated a revision of the terms of
reference of the Council's Finance Committee in May 1983. He sowght the
approval of the Gowncil in July 1983 to strengthen the University's senior
financial administration by the appointment of a Treasurer and later that
year annowmnced the creation of a Division of Finance and Accowmting to
replace the fommer Bursar's Division. The Treaswrer tock office in Januvary
1984 and the Bead, Finance and Accownting, in March 1984, ‘These officers
in turn began to give attention to the reorganisation of the University's
financial administration and accounting system. The Australian Badit
Office cammenced their examination of the University's accounts in May
1984, and a mumber of matters were referred to the University for
resolution over the next gix months. The first concerned the 1963
financial statements and supporting working papers. The second involved
legal matters. The third related to the interim awdit findings on
accownting and control matters. The fourth arose fram the application of
the now mardatory provisions of the Guidelines on the Form and Standard of
Financial Statements of Comorwealth Undertakings (Finance Giidelines)
issued by the Minister for Finance in May 1983, Discussions with Aulit
Office staff were frequent in the second half of 1984 and early 1985 until
the 1983 financial statements were finally campleted on 25 March 1985.

1.3  The work with the Australian Audit Office on the 1983 financial
statements and the requirement for campliance with the provisions of the
Finance Gaidelines clearly indicated the need for developing an improved
format for the 1984 Amual Financial Statements. As a new fommat required
the approval of the Minister for Finance, a muber of discussions involving
senior officers fram the Department of Finance, the Audit Office and the
University were held fram Agust 1984 to May 1985. ‘'The Minister approved
the new 1984 format on 31 May.

1.4  The University's financial administration is also being strengthened
by a reorganisation of the Division of Finance amd Accownting and by the
appointment of additional staff. The new structure is now being
implemented. Several posts in the accomting and systaus develomment
fields were advertised on 1 June. The requirement to maintain continuity
of accounting operations will mean that the movement of persomnel to the
final organisational structure will be progressive over several months.
The objective is to have the revised structure and adninistrative
arrangenents operational by late 1935.
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;. gr The sbove resume of events ackrowledges that, for a nuvber of
earss.

. the lhiYEFsity‘s financial administration has not been staffed
by su.ffment persons with the calibre and professional
exper:.e.nge needed in the accounting, awdit, finance, lezal and
systan fields;

« the Uhiversity's internal awlit fimctio: i
cttectivan, n has not been performing

+ the managament information systems have not been raded in 14
with technolegy and management needs; i e

+ the basic design of the accomting system (which dates back to
the 1960's) has ot been readily adaptable to Finance Guideline
requirements and is inadequate for medern accomting needs.

1.6 The University wishes to inform the Comittee that the proe
U . edural
and mn?pollcy matters, particularly those relating to accomnting, control
ard audit are expected to be resolved in substance by the end of 1985, The
mw:ﬁers reanu;g considerable policy determination and subgequent planning
make significant progress in 1985 contin in 1986 by i
to be fully completed before 1987. i ue are uikely

2. INTERNAL AUDIT
2.1 The Aditor-General's April 1985 Report states:

"Althowgh the University has proposed: action which, when introd

f;cuid ptac:h;:‘ne gternal audit function on a sou;d footing,. i::c f:'
ncern t, for an extended ‘icd, that function been

performing effectively." perseds s mw

2,2 In 1984 the steps followed by the University were to:

« establish a more fonmal management and ouneil oversi K .
a s i ght"of internal
audit with the appointment of an Adit Camittee canprising two
external Gowneil members {being the Chairman of Finance Committee
and a member of Finance Counittee) together with the Treasurer ami

II‘-llﬁ-e;a\gér}E‘.i.r\ance ard Accounting. The Vice-Chancellor is an ex~officio

+ detemmine basic policy and . arrying
m rocedure for the out. of that
versight by way of an internal audit charter, tetms of reference
for the: Audit Committee and the issue of an internal awdit mammal
containing the principal matters;

determine that the basic education and exparience criteria for

internal auiit staff would be the i i
Fipivid Possession of relevant tertiary
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. draw up a tactical (annual) andit plan;
. increase the number of internal aulit staff to five;
. develop operational procedures to monitor the performance of audits:

. specify immediate coverage of DP systems develomment areas regarded
as critical by management; ard

+ develop a strategic awdit plan no later than the end of 1985 to be
operational from 1986.

2.3 All the above matters have been executed other than the fommulation
of the strategic aulit plan, The Audit Camittee has dealt with the above
items along with nunerous issues raised by the Australian Asdit Office
since’ the Aundit Committee first met on 10 Awgust 1984.

2.4 The Audit Committee is aware that the professional training of staff
and the development of new procedures will be a continuous raquivement.,
The internmal audit function in the University has now been placed on a
sound footing.

3. COMPUTER ENVIROWMENTAL CONTROLS

3.1 On 19 Decarber 1984 the University advised the Australian Auldit
Office that, following its recent experience ir developing administrative
systems and after consideration of the audit f£indings,it had been decided
to establish a Review Comuittee to be chaired by the Vice-Chancellor. fThis
camittee would review the University’s administrative systans, including
the general policy and organisational structure of administrative
canputing, and the issues raised-by Audit. In addition, the Auditor-
General's Office was informed that a University officer had been recently
appointed with the primcipal role of fomulating and developing policy with
respect to the administrative information systems of the University. The
University also advised of action taken or proposed to remedy the
particular deficiencies identified by Audit. .

3.2 Early in 1985 senior officers of the University gave further
consideration to the factors involved in this review. It was realised that
the review task would be more time consuming than initially thought amd
that additional expertise would be required. The University wrote to
Professor. A.S, Carrimgton on 22 February asking him “to review the
University's administrative camputing system and the management structixe
of our administrative camputing”. Professor Carrirgton until recently was
Pro Vice-Chancellor of the lniversity of NSW and is an expert in
administrative camputing systens. The temms of reference for this review
are extensive and inclule the points in the Auditor-General's report on
conputer enviromental controls.

Y%
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3.3 Professor Carrington camenced his review on 26 March
. .« 8
time he has held mumerous discussions with University officers, h[-zsl::t

Management Manual, Volume 4. Professor Carrington is ex, prov

1 4. - expected to
the University with a preliminary report by the end of June. The iae
University expects to act on his recammendations pranptly,

3.4 Since April 1984 the Univeraity has suffered a

sk.}lled.and experienced data pmcessij',g staff with a hs:':]‘j:esg:hg?a ge of
Wniversity systems requirements, Every effort has been made to recruit new
staff but the market is extremely tight for good persomnel. as well ag
replacing staff vwho. ‘hz.sve_ left, the University has made a senior appointment

cwrently being implemented include the general ledger, accomts payabl
5
stores and purchasing, and student records systems; ané others such as :'

‘tix;wle rayroll system are almost canplete, However there is still nmore to be

3.5 The University believes that these ste i
S g 6 will enable it to make
significant progress in remedying the particular deficiencies identified by
gch;g‘x;i:i;lianthe md;:d Qgice. The Uhiversity‘s senior manageanent
es n ent action admind i
oystons e e urg. 0 make the new strative

4. POCOUNTING AND CONTROL DEFICIENCIES -~
S o S0 SONEROL DEFICTENCIES
4.1 The Australian Aulit Office sumarised the resul i
h ts of
covered in a letter dated 5 November and headed "Accouhts Zxﬁez}c‘oid‘gl;
the University - 1?83 Interim Audit". ‘The attachment to the letter B
contained the detailed awdit findings. The University's response (17
Decenber 1984) aidrgssed the Jetailed findings ard mot the summarised point
11:§ed aixfr the covering: letter. The reply gave the details of the remedial
:hce ion e@g haka.x in 1984 or proposed. The University acknowledged that
o 1:;;;211;::3 artai :mtuzhntrol systems developad in earlier years were
equa ere were sane instances :

deterioration had 1,:aken place, © e Hhare & gradual

4.2 On. 18 April 1965 at the Senate Estimates Comnittee . i

Hear: ’

Peter Baume referred to the University"s letter dated 19‘).«"d>:'uazy:mg f;}satotg
the De;artme::t of E:lugation which said that the Axditor-General Vs Office
encomntered inadequacies in the University's accoumting and intémmal -
control systems. In his response to the questions vhich Sollowed; the
Head, F:.\:xance amd Accour.xt:.ng, Mr, H.A. Jones, recowmted the steps commenced
?)i,n ﬂ1e_;l]:f:cc.~<:hancallor in late 1983 to strengthen the University's senior
inancial aduinistration by the appoi ) | a T :
Hinenclal adul ratio chom X p;fom‘lmmt of a Treasurer and a Head of a
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4.3 Mr. Jones told the Senate Estimates Camiittee that a restructure
within the new Division of Finance and Accownting was proposed in order to
take every step to overcane these sorts of preblems in the futwure. As
stated above, this restructure is now being implemented. ™ THe appointment
of professional accounting staff will enable accounting and control matters
0 be subjected to wigorous management oversight and review in the later
monthg of 1985 amd in future vears,

4.4 At the hearing Senator Baume asked: "what are the possible
consequences or implications of an inadequate accounting amd internal
control system?" Mr. Jones replied: "“All sorts of things could flow from
it. Fortunately, to the best of our kmowledge, nothing of any consequence
Tias happened or resulted fram it”.

4.5 It is further pointed out that the thiversity's expenditure in 1983
and 1984 was all paid through either the long established payroll or the
accomts payable systems. Both systems have been the subject of extensive
audit work by the Audit Office and by the University's own professional
auditors, Ernst & vhinney. There have not been any sujgestions of
irreqular practices occur¥ing in these systens by the auditors.

4.6 University's caments on specific matters stated in the Report are
set out below.

5. INVESTMENTS
5.1 The Report said:

“An audit of the procedures for the recording and control of
imvestments totalling in excess of $120 million in 1983, disclosed that:

there was inadequate controls to ensure that all investment incame
due wag received

there was inadequate segregation of duties in connection with the
handling of revittances received and irnvestment ledger ware rot
adeguately maintained

. f_hére was no evidence that officers investing finds of the
iniversity held a dellegation to invest such funds

there were no approved procedures for the calculation of the
distribution of incane fram pool imvestments jointly owned by
the various University superannuation fimds, and

there were deficiencies in the control over coding and posting
of receipts." .

5.2 The response is:

The audit cbservation for 1983 stated that. the records maintained
did not have readily available references to amounts received and date of
receipt, etec. It was acknowledged that the University's practice in 1983
had same limitations fram an audit point of view. Since 1983 the .
thiversity can, for the purpose of the Anmwal Financial Statements, verify
that all incane due has been received or is accrued. Records are being
developed to enable this verification process to be done monthly. This
development will be conpleted in 1985.
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5.3 The 1983 audit coservations concerning in
‘ : inadequate s
g;rties related to the latk of a remittance boo o record magreg::ig;gfved
y: ectly by the irvestment area and those cheques passed through the hands
of staff who were also responsible for the maintenance of ledgers.

5.4 In Pebruary 1984 an inwards mail remittanc amenc
4 . ¢ book was ¢
ma:.i:tamed by a staff member who has no responsibility for ledger =t 2
maintenance. Conversely, staff merbers who have ledger maintenance

;egpgns:.bulta.es do not handle incaning cheques. The mail remittance book
ban)d.ngmqm. s are delivered daily o the cashier for official receipting amd

5.5 The managenent of the University'
Y's investments is vested Couneril
in the Vige-(.harxce.-.lor and the Bursar (now the Treasurer). ’Ihes:yofficers,

comitting the University to the placement and wi

thdraval. of £ i
short term money market, bank accepted bills, and fixed mtere;ﬂs in the
sezuntia. In these markets a transaction is usually initiated over the
telerhone. The documentation for the transaction is forwarded the same day

markets is within the guidelines set by the Guneil

t 3 the Investm
Advisory.Ccrmttee and the senior officers named abclwe- The sm:;umt
payment is approved by officers authorised to exercise the finction of
%ﬁi‘{f‘iﬂ az:cx)er mtsti. The t_lnivergity‘s management has the issue raised
oy aud active consideration. ‘e lhiversity is avaiting legal

5.6 The procedures for the caleulation of the dj ibutd
. distributionof inceme Frem
le;é investment will be set down in an approved practice statément ine

5.7 The audit recamendation r i
. ¢ egarding the control over cod ¥ .
posting of recelpts was that the University's contributions toi:tlgeavrl’grious

coneern can be fulfilled by the implementation of thi. i
ohcem, ; y S recammendation. The
natter ;nss be:.ng addressed in the preparation of the 1984 finameial

6. RESTRICIED PURPOSE FUNDS

6.1 The Report states:

An audit of the systems and procedures in ope: AT
control S pECC paration to record and
dixlosedmﬂg‘s::accomted for by the University as Restricted Purpose Furds

+ there were no definitive guidelines to assist Universi h
Were ersit; s i
detennining whether or ot certain Woneys received smu{ﬂo}f?cers =
accomnted for as Restricted Purpose Rmds
eer?/
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» there were mo written procedures to cover the day-to-day management
.of these funds :

« incorrect accowmting for certain assets purchased from grant moneys
had resulted in assets not owned by the University being brought
into the University's financial statements, and

» there were instances of inadequate documentation to support jouwrnal
entries and delays were noted in the preparation of pericdic reports.
to grantors.

6.2 Moneys received by the University other than as part of, or
associated with, its general recurrent grant amd Ancillary Activities are
accomted for as Special Purpose or as Endowment Trust Funds. The
particular issue raised by the Aulitor-General related to whether or not
the moneys in three funds were "Trust Moneys, Agency Moneys or meneys given
subject to condition”. The University sought legal opinion and the moneys
have now been classified as restricted funds to conform with the advice
cotained. The Auditor-General accepts the revised classifications. The
Accomnting Menwal will be amended to provide guidelines for staff.

6.3 Audit coserved that, while the section of the University's
Accounting tamml which relates to the management of Special Parpose Funds
contained instructions concerning the day-to-day operation of this facet of
the University's activities, the detail was not sufficient. This work will
be conpleted in 1986.

6.4 The aulit caunent regarding capital items purchased fram grant
moneys is in the nature of a general cbservation of principle. Mo specific
instances were mentioned. The University advised the Australian Audit
Office that this issue would be examined to ensure that the treatment
adopted was consistent with the Finance Guidelines Item 6. In doing so the
University would apply the criteria set out in Item 12 of the Guidelines.

6,5 A conscious effort is being made by accounting and authorising
officers to ensure that journal entry requests are supported by appropriate
documentation. i

6.6  Regarding the delays noted in the preperation of periedic reports
due at 31 Decerber 1983 the University acknowledged that there were delays
in the issue of financial statements to grantors. Efforts are being made
to overcame. the delays, This work will continue into 1986.

7. EANKING OPERATIONS
7.1 The Report saids

"a review of the University's banking operations identified
deficiencies in bank reconciliation procedures, instances of inadequate

security over wbanked collections and inconsistencies in accownting for
foreign exchange variations.

S:4
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7.2 The aulit also identified an apparent under-utilisation of funds
held in 2 overseas bank accomits which had originally been opened with
substantial balances as an alternative to purchasing bank drafts for the
payment. of overseas acconts. Audit indicated that it appeared a not
inconsiderable amount of interest had been foregone by allowing the furds
to remain idle for a lengthy period and sought advice fram the Wniversity
as to whether a planned review of the use of these accounts, had been
wundertaken and vhether the accomnts would continve to be used.”

7.3 The aulit camment regarding deficiencies in bank reconciliation
procedures related to the lack of evidence of detailed review by a
supervisor for the reconciliation regularly prepared for one bank account
and to the absence of reconciliations for several months and that the final
reconciliation for this latter account was prepared by a st2ff menber who
was not independent of the area operating this accomt, The University
ackmowledged that the first set of reconciliation statements referred to
did not explicitly record the scrutinizing made by the supervisor. For the
second acocount cited during 1983 the 'area responsible for the
reconciliation was subjected to staff changes at various levels of
responsibility. The new staff were not canpletely familiar with this role
vhich was outside the normal operation of that section. However, the 31
December 1983 reconciliation was indeperdently reviewed. The mractice of
independent reconciliation was continted in 1%4.

7.4 The instance ¢f inadequate security over urbanked collections arose
from a review of four of the University's twenty-five receipt collection
points. One point was identified as having cash inadequately safeguarded.
The staff concerned have been instructed regarding the responsibilities set
out in the Accounting Manual,

7.5 The University acknowledges the inconsistencies in its accomting
for foreign exchange variations in 1983 amd, will adopt a consistent
treatment as well as include this item in the Statement of Activity in 1984
ard future years,

7.6 The Report states that the two overseas bank accounts in Iondon
ard New York had been opened as an alternative to purchasing bank drafts
for the payment of overseas accounts. Tt was also intended to deposit
grants frap US donors in the New York accowunt to cover experditure on
equifment purchased in the United States. Staff changes in the section
with responsibility for this matter meant that the comcept was not
develcped further. The new Accomnts Payable System is intended to ovide
the possibility of integrating the use of these: imprest bank accomts with
the General Bank Accownt and the General ledger. fThe adoption of this
approach will deperd on a cost effectivencss review. The review will take
account of the movenent of international currencies against the floating
Australian dollar, the University's receipts of overseas grants and its
payments to overseas suppliers. The balances in the accounts have been
reduwced o levels which still enable their use for emergency payments. The
review will be conducted vhen the necessary skilled staff resources can be
mede available.,

..o/
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8. DERIORS
8.1 The Report said:

i t. for and
"an exanination of the systems in operation to accoun
control the University's debtors disclosed a number of wnsatisfactory
features. These include:

. : . o
eneral lack of procedures manuals or detailed instructions
:szist staff in maintaining the systems (except at the ANU Press)

I th
failure to carry out reconciliations of control_accomts wi .
sﬁiﬂiary records on a timely basis and defective reconciliation

procedures

inadequate controls to ensure the systematic identification of
missing camputer input data

no formal credit control procedures (except for the ANU Press), and

i i t co-ordinated
debt recovery and credit approval furx:twns were not oc
between various sections of the University thus prov;dmg.the
opportunity for delinguent debtors in one section to dbtain credit
in another section."

. The awdit comment stated that the Accomting Namal.proced\mes
iaczikei sufficient detail and appeared out of date and enquired aboutSeﬁ the
status of a proposed revision. The lh:uvg:'sxty advised that a rev:.ed -
chapter of the Manual based on the existing system had been prepar !
would mot be issued until the impact of the new Accomnts Payable System vfas
assessed. This draft on proce:iurgs will be extensively revised as part o
the systems development process in 1986.

i tion was that the ity of reconciliation
gt:teu;m‘}tx: :au;lpoort cb?eg’:rfhas inadequate ggcalunmmdon and explanation of
the items and ro evidence of timely follow-up of outstanding J'.tms}.aa.d“b%a-x
University replied that in 1984 the detail of all reconciliations oo
improved. A recent review has shown that further Improvement is required.
The follow-up of outstanding items is a matter being pursued by the
University in. 1985.

i 3 tic
8.4 The anlit cbservation was that there was no systema
jdentification of missing input. The reply stated that this matter is
being examined. The task is. part of the system developnent being
wdertaken in 1985.

T i ation was that, with the exception of.the ANU Press,
Ef.lire w:;eng‘ﬂf;;zsgvedit control procedure over thg establishment og
debtors accownts and that the debt recavery and credit approval fimctions
were not co-ordinated between various sections of the mivez_'sity. The
University acknowledged the concern in this area. Many qf its opari;(;.mns
are qecentralised. The University recognises that charging cordit bes
require mere policy and procedures in this area. This isste is to
addressed in 1986.
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8.6 In sumary, the Australian Auvdit Office wrote on 5 Noverber 1984 on
its 1983.dnterim audit findings on accomting and control issues, The,
University responded on 17 Decerber 1984 stating action had been taken on

many items. and advising of the Proposed action for the renainder. Now that

the 1983 statements have been canpleted and the 1984 fonmmat approved, the
Australian Audit Office will be given details of the proposed action on the
outstarding items. As stated above, the University is Progressively -
implementing a new administrative strictire o overcame current accounting
and control deficiencies and to avoid problems of this nature arising in
the future, . .

9. BORROWING POWERS N L.
2.1 This matter was first raised in the Auditor-General's March 1984
Report. The University referred the matter to the Attorney-General's
Department. ‘The Department has advised the University that it probably has
the power to borzow money for the purpose of enabling it to fulfil one or
mare of the chjectives for which it was. established. . i

10. FINANCIAL, STATEMENTS

10,1 The accomnt given in the Auditor-Gerieral's Bpril 1985 Report ig
substantially in agreement with the report given by the Treasurer to the
Secretary of the Department of Blucation on .19 February 1985 and to. the
University's Council on 26 April 1985, . Every =ffort, vas made to canply
with awdit findings pramptly and o meet the deadlines. Much of the: work
i{wolvgd has been difficult, time consuning and etacting, The senior

througtout the year. fThe problem was exacerbated by a shortage of
qualified accomnting. staff throughout the University. as already

indicated, steps are now in train to recruit. additional ‘accomtants,

10.2  The University had.been using a fmd—basedcash accomting system
for many years, and this system is inadequate for the standards. of the

has necessitated a camplete review of the University's accounting system.
For 1985 a new chart of accomts has been developed for the transactions,
and for the assets and lisbilities, of the University vhich provides the
information required by the Finance Guidelines. The areas of financial

of responsibility among staff for their management, charges in the bank
acconts held, and changes in the ledgers vhere the records are kept. The
format of 1984 financial statements has been changed substantially to
incorporate the requirements of the Finance Guidelines. The new format
was approved by the Minister of Finance on 31 May 1985.
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and
had to be dbotained fran the University's solicitors
}Egc.x?\ ﬂxﬂaéo:gveyﬂimeneral‘ s Department on the University's borrowing powers
ard on the status of itg various supegmmmtion ard trust furds. ’I‘histo
advice took some time to obtain, and it was incorporated in the Notes

the 1983 statements.

. extensive time taken to camplete the 1983 financial statements
if, :eetqudittenrequirenmts has delayed the pteparagion of th; 1984i:wnm;;a;vi
financial statements. Scme of the matters raised in the auiit x:e:a1 i
other considerations prampted a major revision to the fommat, E.‘xf S o
discussions with the Australian Audit Office arxi the Degarunm;: [ iFmant z
were needed to ensire that the Guideline provisions and the Un ver; xe :e
undertakings made at the conclusion of the 1983 financial statemen
incorporated in the 1984 fomat.

11, CONCLUSION.

i ealised that
. In late 1982 the senior management of the Lh:"was:.ty T ;
g’;elmiversity's finarcial administration could be improved. Action
canuenced in 1983 to strengthen the senior level of financial s ofE
adninistration. The various aulit findings of the Anditor-General's office
has meant that the senior management is more infommed of the state of
affairs.

tems
. ‘have been marshalled o meet needs in §ccomtbag, sys
éisign i:ré:;od“‘::‘:;.-sxsj‘:n:ocess:'mg, ard internal audit. There is recognition that
further resources may have to he committed to overcame pas.t neglect mtil a
satisfactory level of service and perfonmance can be maintained.

. significent factor in the reorganisation has been that the
;.iti\ti}o\nx‘ug;t sal?or managenent has been directed to matters raised, The
terms of reference of the Comncil's Finance Committee have been .
strengthened. 2An Audit Camittee has been fomed, and several §em.gxs'
appointments have been made. A review of aimmistrative_canp.xtz.r;g 1an'i
abrost campllete.  Senior management is camiitted to a major upgrade.
reorganisation and enhanced control of admihistrative camputing.

il 1985, and earlier
11.4 In short, the Atﬂitor—Gmeral‘s‘Report of Apr: .

i eas vhich are receiving nanagement attention.
gﬁfﬁﬁ%e: has been made and will continue throuwghout 1985 and
peyord.

>
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JOINT COMMITTEE, OF PUBLIC ACCOUNTS T
INQUIRY INTO THE AUDITOR-GENERAL'S REPORT - APRIL 1985 o

Submigsfon by the Australian Shipplng Commission !

1,

EROSION OF CAPITAL B

a  Retroactive Adfustment relative to change in accounting treatment for
assats under lease ~ $27.8m.

1.1 The Commission, having regard to the. principles as set out in AAS17 has with
effect from lst July, 1983 adopted the methad for accounting for leases as set
out in AASL7 "Accounting for Leases" and accordingly, the cost attributable to
assels subject to finance leases has been capitalised in the balance sheet under
the heading "Fixed assets under lease",

1.2 The component of future lease payments deemed to be principal outstanding
has been taken up i the balance sheat as lease liabilities and dissected between.
Current and Non.current liabilities.

L3 The net effect of he adaption of the standard on the 1984 Profit and Loss
account Is to Increase the Commission and Consolidated loss by $3,872,000,

1.4 We have attached copy of letter dated 15th February 1985, from R. G.
Humphry First Assistant Secretary, Financial Management and Accounting
Policy Division, referring to the Guidelines for the Form and Standard of
Financial Statements of Commonwealth Undertakings.

1.5 Also find attached copies of page 7, Attachment 3-1 and Attachment 5-1 of
those guidelines.  Paragraph 29 of the Guidelines requires that Undertakings
required by enabling legislation or determination to keep accounts in accordance
with commercial practice (see attachment 3-1) shall observe those accaunting
standards issued jointly by the Australian. Society of Accountants and the
Institute of Lhartered Accountants in Australla (see attachment 5-1).
Attachment 3-1 includes Australian Shipping Commission as being an- undertaking
required to keep accounts in accordance with commerclal practice, whilst
Attachment 5-1 includes AAS17 Accounting for Leases as being one of the

Accounting Standards applicable to undertakings required to keep accounts in

accordance with commercial practice.

1.6 The Form of the Financlal Statements of the: Australian Shipping Commission
required the approval of the Minister for Finance. The format of the
Statement of Profit and Loss which was approved clearly shows the item
"Adjustment for Retroactive Application of change in accounting far Finance
Leases". We have attached coples of letter dated 14th June 1984, from D, K.
Wallace, Acting First Assistant Secretary, Accounting and’ Supply Division,
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it f the Form.
Department of Finance, advising the Minister for Finance's approval o
of g‘inancial Statementg; copy of the Minister for Flnance's Approval together
with copies of the Form of Financlal Statements.

b.  Net decrement resulting from the revaluation of vessels to reduce values
to estimated realisable value - $31.9m.
1d, the
2.1 Along with ‘the fleets of most ather established shipowners in the world,
engines gof a substantial praportion of the ANL fleet have become obsolet;e
compared to recently available fuel efficient engines. * These engines now in
wide use in new tonnage, were developed as a result of the continual increase in
the price of bunkers srising from initiatives taken by DPEC. in 1973: This
bsol was a principal factor in the Commission's declsion to write down
the value of those vessels marked for disposal in 19B4/85 to realistic market
values.

8 he decision has been made to. continue operating particular vessels
;zzazastwlr;?:/ﬂts, the Commission has. taken the view that they should reflect a
"going concern” value rather than a market price sale value so that book values
have been retained for these vessels, There remain in the fleet therefore a
number of vessels whose book values.are higher than their current market valuefa.
Shauld future  events dictate the sale of these vessels prior to completion of their
amortization, then the accounts of the Commission will reflect the difference
batween their baok and-market values on disposal.

B d assets, other than vessels placed on the market for sale, are stated at
goitf.-lxslesssels p’laced on the market for sale have been stated at e.stimated
reallsable values, These values were determined by the Cemmission afte;
assessment by professional ship brokers, a study of the current market deman:
and negotlation. with prospective buyers,

P i »_depreci tisation of vessels
c.  Retrospective adjustment to deprecistion gnd amaorf
resulting from a reassessment of the service life from 20 years to 16 years
~$31.6m,

16 year to a
2.4 In 1977 ANL's original depreciation policy was modified from a 16 y: t

20 year write-off.. This 1977 deciston was incorrect. The return. to the original
16 year write-off acknowledges and corrects that error and. is disclosed in note
4.1 of the Financial Statements.
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"4,1 ABNORMAL ITEMS"

Consolidated The Commission
1984 1983 1984 1983
%000 $000 $G00 $000

Realised exchange {profit) loss on
repayment of foreign eurrency

borrowings (875) 1,372 (875) 1,372
Unrealised zxchange loss amortised

during the year 8,040 5,098 8,040 5,098
*Net decrement on revaluation of

vessels 31,902 31,901

**Additional depreciation - vessels 21,867 21,867
**Additional amortisation -vessels

under lease 9,716 9,716
Provision for loss on loan to PAD
Shipping Pty. LEd. 387 387
71,036 6,470 71,936 6,470

*Represents amounts written off to
reduce values to estimated realisable
value,

**The Service life of the
Commission's vessels has been re-
assessed from 20 years to 16 years,
In  1983/84 the  accumulated
depreciation and amortisation of the
vessels was adjusted to reflect the
extent ta which their service
potential. as at 30 June 1984 had been
used, having regard to their re-
assessed service lives.

d. - Unrealised exchange loss amortised during the year - $8.0m

3.1 With the exception of fareign currency loans on which foreign currency hedge
contracts have been taken out, assets and liahilities held in. foreign currencies
have b.een converted at exchange rates ruling at balance date with the: resultant
unrealised exchenge gains or losses being transferred to 'Deferred charges!. In
the case of loans the subject of hedge contracts, conversion has been carried out
at the relevant contracted rates.

3.2 Other transactions in foreign currencies have been converted at the exchange.
rates applicable at the date of ®ach transactian.
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4,1 Assets and liebilities of Austrelian National Line (U.K.) Limited and ANL
Maritime Services Limited have been converted at the exchange rate ruling at
balance date.

4.2 Deferred charges represent exchange fluctuations which are amortised over
the period of the respective loans, and mincr Terminal construction costs, which
are amortised over the-perind of the respective operating lease,

SUPERANNUATION CONTRIBUTION

4,3 With respect to both the level of capital and reserves and the competitive
position of ANL the Commission views with concern its alleged unfunded liability
to the Commonwealth Superannuation fund, estimated by the Australian
Government Actuary to be $55 million as at balance date. The Commission's
provision for this item stands at $13.8 million in the balance sheet at 30th June,
1584 and is disclosed in nate 14 of the Financial Statements as follows:-

4.4 "Following a report from the Australian Government Actuary in November,
1974, the Commission has made provision for superannuation and retirement
funds to meet the. estimated liability for periodic pension adjustments and past
service benefits, This provision has been adjusted annually for inflation and the
number of past employees and is in addition to the regular contributions to
Consolidated Revenue which are made in respect of current employees who are
contributors to the Commonwealth Superannuation Scheme. An actuarial
valuation at 30th June 1983 estimates the deficiency at that date as $55
miliion."

4.5 The Commission believes that in order to be commercially competitive, its
rate of contribution to the Commonwealth Superannuation Fund ought not ta be
at a rate greater than that which it contributes in respect of its own
superannuation plan.  In this circumstance therefore, the Commission will
continue to seek alleviation of this alleged unfunded liability consistent with any
decisions of Government In respect of Commonweslth commercial
instrumentalities..

CONTINGENT LIABILITIES AND COMMITMENTS

4.6 In December 1982, the Minister for Industry and Commerce issued three
writs out of the Victorian Supreme Court against the Commission alleging
breaches of the Customs Act 1901 relating to the importation of a portainer
crane and transtainer equipment without appropriste importation approval.
Defences have been drawn and served, and the actions are awaiting to be dealt
with by the Court. In view of the possible penalties that tould be imposed on
conviction, the Commission has.noted the matter as a cantingent liability.

12th July 1985

377



The attachments to this submission have not been
included in the report, but are held on Committee

files.
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