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AUDITOR-GENERAL’S REPORT TO PARLIAMENT FOR 1942-43.

Summary of Contents and Findings of the Report of the Standing Committee
on Public Accounts of the House of Assembly thereon.

P Pages.
Reference to the Committee by the House of Assembly on 17th November,

1948 ... o e e e e e e e 1
Table of Tasmanian Treasury Transactions and their results in 1942-48 ... 1
Conflict in evidence in important respects between that of the Auditor-

General and the Premier, the Auditor-General and the Public Service

Commissioner, and the Auditor-General and the Secretary of the

Forestry Department .. ... ... [T TR G e e 1 and 2

COMMITTEE’S FINDINGS ON FOURTEEN REFERENCES.

Reference 1—Paragraph 2 on page 1 of the Auditor-General’s Report relating to the
dates of receipt and audit of Treasury accounts, &c. (Pages 2 and 3.)

-~ « .-- The Committee finds- that the Auditor-General’s -Report - was signed on 18th - -
. September, 1943, and yet purports. to deal with events in October. It reports that,

“ quite obviously, no Report from the Auditor-General can be regarded as placed before
Parliament with propriety which recounts, and deals with, events occurring after the
date of the Auditor-General’s signature.” The Committee also reports that the Auditor-
General did not insert in this paragraph a very historic formula certifying that the
Treasurer’s Annual Statutory Statements ‘ were found to agree with the Treasury
books,” though under date 11th October he certified in a Table published in the Appendix
to his Report that they did agree with the Treasury books. The Committee finds that
the omission was an unwarranted action on the Auditor-General’s part and one
“ decidedly calculated to carry an implication misleading to both Parliament and the
public, and hurtful to Treasury officers.”

The Committee also expresses disapproval of the Auditor-General’s action in unneces-
sarily disclosing the name of an Audit officer who advised him in this respect, upon the
ground that the responsibility for any advice he accepts is his own.

Reference 2—Paragraph 2 on pagLe 1 of the Auditor-General’s Report indicating that
the revenue in 1942-43 was “ overstated ” by £6857 14s. 9d. in respect of tax- instal-
ment stamps. (Pages 3 and 4. )

The Committee reports that “ it sems vely questlonable for the Auditor-General to
have reported to Parliament so insufficiently on a complicated issue, while also not
drawing Parliament’s attention to the important fact that as at 30th J une, 1943, there
was an accumulation of £112,000 at interest to the credit of the Tasmanian Treasury in
in the Commonwealth’s accounts in connection with these transactions against a merely
conceivable eventual liability of £6857 14s. 9d. in respect to tax instalment stamps”
and expresses the opinion that “ any one-sided story is wrong in the Auditor-General’s
Report or anywhere else.” The Committee also reports that “ The Tasmanian Treasury
did nothing whatever in any way wrong in connection with this matter, and so far
from ‘overstating’ the revenue, the established facts show that the Treasury could have
added a further £4000 or £5000 to its revenue in connection with these transactions
without risk and without doing anythlng wrong, and this might even have been more
logical.”

Reference 3 in Last Paragraph on page 2 of the Auditor-General’s Report indicating
(a) that the discrepancy between the actual deficit of £109,480 13s. 8d. and the
estimated deficit of £277,713 11s. was “too great” and (b) that large surpluses
in votes of expenditure are “irregular.” (Pages 4, 5, and 6.)

The Committee sets out a table showing the error in estimating both revenue and
-expenditure in all States in 1942-43 and reports that “ it should be clear to all that the.

- uncertainties involved in the conditions created by the present-unprecedented total war

can be expected to produce d1screpan01es of the very character the Auditor-General has
described as too great in Tasmania.”

After a minute exammatlon ‘of all ‘the facts and figures and an analysis in detail
of ‘all “ savings,”. the Committee reports that “the trend and contents of the last para-
graph on page 2 of the Auditor-General’s Report were at least ill- cons1de1 ed and, in fact,
unjustified.” . .
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Reference 4—Pages 3 and 4 of the Auditor-General’s Report dealing with the use of loan
moneys to finance revenue deficits for an indefinite period, which he considers * im-
proper and illegal.” (Pzi_ges 6, 7, and 8.)

... The Committee reviews in detail the whole history of this matter, especially in its
_relatlon to the Financial Agreement of 30th June, 1927. It reports that “the Auditor-
-General is entitled to every credit on account of the fact that, in Report after Report,
he has protested against the obvious breach of the Financial ‘Agreement by all States,
but it is not to his credit that he should, in his latest Report, have ignored the credit- -
ablg record of Tasmania in this regard, which, however, could not carry out its full
'obllgat10n§ under the Financial Agreement, while other States were not doing 80, with-
out suffering deductions from its Special Grants.” The Committee points out that the
Trust Accounts- of Tasmania are exceptionally well-secured, that a common pool is
universal in the Treasuries of the world and that the Commonwealth Government itself
asked all States to utilise their resources to the limit of safety in the period of war,
and that Tasmania having done so, has not been requested either by the Federal Govern-
ment or the Commonwealth Bank to reduce its authorised accommodation of £515,000
through Treasury Bills. The Committee strongly deprecates the action of the Auditor-
General in testifying that the present Under-Treasurer wrote portion of the Auditor-
General’s Report of 1933-34 (Mr. E. H. Pretyman) -by way of proving that the Under-
Treasurer had altered his views on these matters since he left the Audit Department
and acquired “the Treasury point of view.,”” The Committee records the Under-Trea-
surer’s testified protest in this regard. .o S o

Reference 5—Being “'Expenditure in Excess of Parliamentary Authority  as set out on
pages 30-33 of the Auditor-General’s Report. (Pages 9 to 20 inclusive.) .

In his Report the Auditor-General refers to what he terms “the too frequent use
of the emergency clauses of the finanecial regulations.” The Committee sets out a table
showing the amounts and per-head-of-the-population emergency expenditure of all States
in 1942-43, and the striking economy of Tasmania in this respect, both relatively and
absolutely, The per-head-of-the-population figures during the year were, as reported
by the Committee; Queensland, £6 -14s. 8d.; Victoria, £1 15s. 6d.; Western Australia,
£1 6s. 8d.; South Australia, 14s. 8d.; New South Wales, 12s. 6d.; and Tasmania, 3s. 114d.
The Committee reviews the whole situation, both in principle and in detailed examina-
tion of the eight instances when Governor-in-Council Authorities “lapsed,” accord-
ing to his list in 1942-43, because “ he withheld ” his report to the Treasurer that they
had been duly authorised. )

The opinion is expressed by the Committee that the Auditor-General has not to-day,
and should not have, any power to * veto” expenditure under the authority of the
Governor-in-Council. The procedure recommended by the Committee is set out on
page 19. The Committee also finds that ‘it is impossible, in view of the established
facts of the case, to. concur. in the Auditor-General’s view that theré has been any
noticeable tendency in Tasmania in the direction of a too frequent use of the emergency
clauses of the. financial regulations, and the unusually low total of Treasury expenditure
in excess of Parliamentary authority in 1942-43 points in a precisely opposite direction,
since it was only £47,595, which is the lowest figure since 1926-27.” The Committee
lists on page 10 eight instances in which the .Auditor-General made no official report
whatever to the Treasury in respect to Governor-in-Council’s Authorities and also
reports that “mno reports were received by the Treasury from the Auditor-General in
respect to the year 1940-41.” -~ On page-17 it ‘expresses the opinion that. if the text of the
_Audit Act is not quite clear, in some respects “ there is one matter that does seem to be
beyond doubt, namely, that the Auditor-General should ‘report to Treasurer’ in con-
nection with every G.C.A. issued by the Governor-in-Council under the -Audit. Act Regu-
lations.” On page 19 is set out an instance in 1931 when Sir Claude James disputed the
right of the Auditor-General to veto expenditure -authorised by the Governor..

Reference 6—Being Ex'p'enditurle Authorised by the Governor ” to which allusion is
| - made on page 33 of the Auditor-General’s Report. (P;_ages 20 to 22 inclusive.)

The Committee’s comments- on the 1immediately prééeding reference, raising more
or less the same issues, are almost all-inclusive, both in .detail, history, and as a
matter of important principle. : : . o

In its comments on this reference the Committee confines itself practically to
recommending a new procedure in dealing with the State’s Supplementary Estimates,
which represent, in fact, Governor-in-Council’s Authorities for expenditure in excess of
Parliamentary Authority and in anticipation of it. It expresses its difficulty in under-
standing the Auditor-General’s refusal to recognise the difference between “ excesses in
detail ” and Governor-in-Council Authorities for expenditure for which there is no
Appropriation Vote, since this distinction, it reports, has always been made quite clear
in presenting the State’s Supplementary Estimates to Parliament for ratification -or

otherwise. -
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The Committee recommends that the Supplementary Estimates should not be delayed
till the following financial year and then brought before Parliament as a whole, but
should be submitted to Parliament, for ratification or otherwise, as soon as possible,
and from time to time, as the expenditu-re‘ is incurred, so far as this course is reason-
able and practicable. The Committe considers that this new procedure “ would increase
the real control of expenditure by Parliameént without prejudicing the legitimate use
of Governor-in-Council Authorities with their attached Mlnlsterlal responsibility for the
use of such Governor- m—Councﬂ Authontles for expenditure-in excess of Parliamentary
Authority by approprlatlon

Reference 7 is in relation te the allusion made by the Auditor-General on page 34 of his
Report to “ an advance of £5000 to the Tasmanian Wooden Shipbuilding Board ” as
set out under the general heading “ Expenditure Under Query.” (Page 22.)

. After setting out the facts, it is stated: “ The Committee considers that the Govern-
ment was obviously warranted in acting on the advice of its Crown Law Department
in such a matter, especially in relation to an industry affecting Australia’s war-effort
in connection with which any avoidable delay would have been entirely unwarranted.”

Reference 8 is in relation to * Th'e'Travelling Expenses of Judges and Officers ” to which
allusion is made on page 34 of the Auditor-General’'s Report under the general
heading “ Expenditure Under Query.” (Pages 22 and 23.)

This is a very small issue affecting a Treasury voucher for the payment of £3 17s.
The Committee reports that there is no record of any previous objection to any such
payment to .a judge as that indicated. The Committee considers that ‘ there was no
sustainable reason for reporting this small matter to Parliament as the Auditor-General
must have known that it was the practice of the Treasury never to question his decision
on an expenditure voucher and that, therefore, a refund was certain if he maintained
his objection.” It is further stated that, in the opinion of the Committee the Auditor-
General in his solitary objection placed a very narrow interpretation on the word
“travelling,” but it is pointed out that there ean be no further trouble of this character
as the 1943-44 Appropriation Act provides for travelhng expenses of Judges and
Officers, car-hire- for Judges attendlng State and civie functions and funerals in an
ex-oﬁicm capacfcy

Reference 9 is in relation to the loan of £5/00 to the Spring Bay Municipality to which
allusion is made on page 34 of the Auditor-General’s Report under the general
headilg “ Expenditure Under Query.” (Pages 23 and 24.)

After reviewing all the facts, the Committee reports that “the loan to the Spring
Bay Municipality was, in the circumstances, amply justified.. The Triabunna Cool Stores
constitute a required facility .associated with the war-effort, and an ample supply of
water for the Spring Bay Municipality had that additional reason to recommend it.
If the transaction can be regarded as ‘a result of expediency to meet the issue,” as the
Auditor-General claims, the conditions imposed by the war assuredly constitute some
reason for regarding expediency with a reasonable degree of leniency.” :

Reference 10—Being allusions to i’{‘ravelling Expenses of Ministers_of the Crown,” as
set out on pages 34, 35, 36, 37, 38, and a few lines on page 39 of the Auditor-
General’s Report. (Pages 24 and 25.) .

The Committee notes that the first sentence of the Auditor-General’s very lengthy
references to this matter reads; “ For some time it has been apparent that some reform
was necessary in the manner in which Ministers’ travelling expenses have been financed
during recent years ” which it states would certainly lead to the presumption that some
practice of which he could not approve had been in operation for at least some years in
reference to the purchase or use of cars for or by Ministers. But the Committee
reports that there is no previous record of any complaints or queries of the Auditor-
General prior to those mentioned in his 1942-43 Report. The Committee. then notes
that his concluding sentence, after four and a half pages, reads; “ It is because of the
importance of the pr1nc1p1es involved .that. this matter is so fully reported ”

Having reviewed the facts, the Committee then reports; « The Committee’s par-
ticular conclusion in respect to the issue raised by the Audltor-General in his Report
to Parliament in connection with the purchase of cars for Ministers is that he was fully
Justlﬁed in reporting the matter to Parliament, but that he made a great deal too much
in a Report to Parliament purporting to be s1gned on 18th September, concerning a
matter which he _knew, in the middle of June, was about to be radically remedied.
So far as the.general ‘travelling expenses of Ministers’ are concerned, apart from the
purchase of cars, the same obsérvation is entirely just in connection w1th the Auditor-
General’s comments in his 1942-43 Report to Parliament. For as long ago as 17th June,
1948, he knew that not only the purchase of cars for Ministers, but also the ‘tr avelhng

o
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expenses of Ministers’ would be charged, in*the future, only to Votes provided. for that
purpose and the further fact that the necessary alterations to regularise anything that
was, in reality, irregular in past practice, would be effected in the Appropriation Act,
1943-44. The absence of any reports from the Auditor-General to the Treasurer on the
very matters of which he complains during recent years would have constituted another
very sensible reason for reasonable reticence, on his part, even in a Report to Parlia-
‘ment on these matters.” ‘ ,

'Reference 11—Being the allusions‘to alleged “ Forestry Department Irregularities ” as
set out on page 39 of the Auditor-General’s Report. (Pages 25 to 29 inclusive.)

The Committee reports that the Auditor-General submitted confidential Audit
Department File No. G.D. 9/8 to it on 10th March, 1944, and that on 14th March, 1944,
it was handed back to his custody by unanimous resolution to the following effect;
“ That the Audit Department File No. G.D. 9/8 in connection with alleged irregularities
in the Forestry Department be returned to the Auditor-General with an expression of
its' (the Committee’s) considered opinion that he (the Auditor-General) should take
immediate action to follow the advice of the Solicitor-General, contained in the Solicitor-
‘General’s letter of 2nd March, 1944, in reference to the criminal matters contained in the
file.” The Committee draws attention to the fact that in evidence before the Legislative
Council’s Select Committee (which also inquired into his Report to Parliament for
1942-43) the Auditor-General testified on March 16th, 1944, in reference to the same file;
“ As to the file, personally I think I should send the whole of it to the Attorney-General,
with a request that action be taken by the pclice, and to adv1se him that my Department
‘will assist the Police Department in every way possible.” Nevertheless, the Committee
reports that up to 15th June, 1944 (the date of the signature of its Report), the Auditor-
General had taken no action in these respects, and that File No. G.D. 9/8 was, at that
date, “ still uselessly locked away in the Legislative Council’s premisés.”

The Committee further reports .in the following terms: “ The Committee is con-
cerned at the procedure adopted by the Auditor-General on the whole subject of the
report on the alleged irregularities in the Forestry: Department. These matters had
been the subject of investigation by the Auditor-General from July, 1943, until the
meeting of the Committee. The Auditor-General’s explanations to the Commlttee of his
actions in this matter were far from clear. - He seemed to take the view that, although he
had carried the investigation to the limits of his jurisdiction as Auditor-General and had
the advice of the Solicitor-General to the effect that the matter had earlier become
essentially one for the police, nevertheless, he considered that, in some ‘way, the respon-
sibility for the next step rested with the Committee. The Commlttee is frankly unable
to understand why the Auditor-General did not, at the earliest possible stage, which
seems to have been as early as December, 1943, report any irregularities which had
come under his notice in respect of the Forestry Department to the Governor as he is
expressly required to do by Regulation 48 of the General Regulations in the Second
Schedule to the Audit Act, 1918. The Auditor-General seems, most improperly, to have
wished to avoid reporting any such matters to the Governor 1n—Coun01l and even hinted
that he did not wish to do this because he suspected that, in view of the nature of the
alleged irregularities, some action might' be taken -to suppress his report. It need
hardly be added by the Committee that this is a most serious matter, and that the
Auditor-General, in a most important respect, failed to comply with the prov1s1ons of
the: Audit Act. The Committee cannot agree that his explanations justify this serious
departure from the law. It seems a notable fact that when asked by the Legislative
Council’s Committee on 29th February, 1944, whether he was working with the Public
Service Commissioner and not the Auditor-General, in connection with the alleged
Forestry irregularities, the Conservator of Forests testiﬁed; ‘Not with the Auditor-
General until we found difficulties about the accounts. It had been suggested that there
had been leakages of royalties. Mr. Terry (Secretary) could not trace these leakages,
and there was not much delay in asking the Auditor-General to take action.’” But there
is no evidence that the Auditor-General reported these difficulties about the accounts. of
the Forestry Department and the alleged leakages of royalties, to the Governor-in :any
way. whatever.”

The Committee condemns the action of the Audltor General in not including -in his
Report to Parliament a Memorandum dated 15th October, 1943, from the Minister for
Forests in reply to a Memorandum of his own to the Minister dated 11th October, 1943,
which latter is set out in his Report, and states that the explanation given by the Auditor-
General in evidence, in respect to this omission cannot be regarded by any intelligent
or impartial person as either satlsfactory or bona fide.”

The Committee examined the facts in connection with the transfer of two Forestry
officers to Hobart on 17th August, 1943, in accordance with arrangements made by the
Minister for Forests on August 13th, and reports that “it is a simple story,” and that
“ “there was never anythlng either occult or suspect: about it.” ’

The Commlttee also reports that “it is difficult to understand how there could ever
have arisen any justified impression, on the part of the Auditor-General, that the pre-
sent Minister for Forests (Col. the Hon. W. P. Taylor, M.H.A.) desired to hinder or
hamper him, or anybody else, or any:properly appointed body, in any inquiry into the
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alleged irregularities in the Forestry Department. - The Committee is quite satisfied that
the Minister for Forests, the Premier, the Conservator, and the Public Service Commis-
sioner were all equally de51rous of having these matters properly investigated, and all
.proper action taken, in accordance with the evidence available. No matter on whose
advice he acted, the Auditor General is himself responsible if the situation in connection
with these alleged irregularities could not be regarded as satisfactory, at the time this
Committee took its evidence, either to those allegedly implicated, or to the State, and
this would not have been hkely to be the situation if he had carried out his duties in
respect to the Audit Act, 1918, by due compliance with Regulation 48 of the General
Regulatlons in the Second Schedule of- that Act and reported the 1rregula11t1es to the
Governor in December, 1943.” :

The Committee condemns certain ev1dence proﬂ:‘ered to it by the Auditor-General
in the following terms:—* Making all allowances for deficiencies in memory, the
absolutely contradictory evidence submitted to the Committee in respect to the alleged
Forestry irregularities, and other matters, were of a sufficiently startling character to
compel direct attention to them. But it is no part of the duty of the Committee to accept
the responsibility of drawing any very definite conclusions for them. It feels, however,
that it is necessary to record its very decided displeasure with, and disapproval of, one
feature of the Auditor-General’s evidence, arising out of the alleged Forestry irregu-
larities. Quite irrelevantly and unnecessarily, and in the presence of the press, he three
times in one day cast reflections upon a past Minister for Forests by informing the
.Committee that it had been reported to him that this ex-Minister for Forests was known
in some parts of Tasmania by a nickname (which he gave) and which necessarily carries
an implication of dishonour. No matter by whom the Auditor-General was so informed,
it is obvious that such a report might easily have originated in the mischevious inven-
tion of some unscrupulous gossiper or person with a grudge. No such hearsay had any
relevancy to anything whatever definitely before the Committee arising out of the con-
tents of the Auditor-General’s Report, and it was an unworthy act on the part .of the
Auditor-General and repellently unfair and unjust to the ex-Minister mentioned to repeat
any such hearsay in proffering evidence to the Committee in the presence of the press
and the pubhc The Committee adds; “In simple justice to the present Minister for
Forests, it is proper to point out that he only became Minister for Forests on' 12th
April, 1943 and that, therefore he carries no responsibility whatever for the adminis-
tration of the Forestry Department prior to that date, while the alleged irregularities
(if there were, in fact, any irregularities), to which allusion is made in the Auditor-
General’s Report for 1942-43, as referred to the Committee, date back to years long past.”

Finally, “the Committee expresses the decided opmion that, for the purpose of
removing sources of public uneasiness and suspicion, and in the 1nterests of the State
itself, and of all concerned, whatever steps are required to settle the question of
For estiy irregularities once and for all should be forthwith taken, no matter whom such
steps can be regarded as contingently or supposedly implicating till all the facts are
fully established. If wrong has been done by any, whether through impropriety in the
Public Service sense, or in the Criminal Code sense, they should be duly punished; if
wrong has been done by none, all should be clearly exculpated, and further, none should
be prejudiced, in either private or public reputation or position, by mere unsupported
hearsay statements and stories having no established foundation in fact.”

Reference 12—In relation to the allusions made to “ War Purposes Expenditure ” as set
out on pages 39, 40, and 41 of the Auditor-GeneraPs Report. (Pages 29 and 30.)

The Committee having fully reviewed the facts and quoted the testified views of the
Under-Treasurer, reports in the following terms:—

“The Committee is of the opinion that Parliament will take the view that the
Treasury view thus expressed is fully warranted and correct, and that the Auditor-
General’s judgment in this particular matter was wholly faulty. The terminology
of the Unforeseen War Purposes Appropriation item has been altered, as already
stated, to prevent any misinterpretations in the future, but it is suggested by the
Committee that it would be appropriate to set out in the Treasurer’s Annual Financial
Statements in future complete details of all transactions arising from this Vote.
The Auditor-General, on special request, supplied a return to the Legislative Coun-
cil’s Select Committee showing the itemised war expenditure in 1942-43 (£89,475)
and the appropriations for the various items of war expenditure but, except for minor
differences in presentation, the whole of this information was specially supplied to
Parliament, in at least as clear a form, in the Treasurer’s last Annual Financial
Statement. The Committee now reporting entirely supports.the contention that Par-
liament should be supphed with. particularly full information on all matters relatmg
to war expendlture . .

Reference 13—Bemg the allusmns made on pages 41, 42, and 43 by the Audltor-General
under the headmg “ Parliamentary Standmg Commlttee on Publlc Accounts.”
‘(Pages 30, 31, and 32. ) : :

The Committee reviews the yvhole history of this matter, and sets .out thiee separate
alternatives, namely, (1) A Public Accounts Committee with functions and duties of the
same character as those entrusted to, and carried out by, the British Parliamentary
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Standing - Cominittee on Public -Accounts,” (2) A Parliamentary Standing Committee
with similar functions to those -entrusted to it by the House of Assembly of New South
Wales under its Audit Act, and (8) A Public Accounts Committee as advocated by the
Tasmaman State Finance Commlttee as set out in the Report.

" It rejects . all three proposals Its conclusions are set out in the followmg terms —

“ The Committee now reportlng to the House of Assembly cannot recommend the
.constitution of a Public Accounts Committee similar to that existing in New South

. Wales, which, it is considered, would be a futility in this State. Government files,
~"gubmitted to "the ‘Committee, show that, in Septembeér, 1942, the Tasmanian Cabinet
considered the proposals of the State Flnance Committee for the constitution of a
Public Accounts Committee on the lines already indicated, and rejected these proposals.

o« Th1s Commlttee now reportmg having ‘examined. all aspects of the situation, does
" "not recommend the appointment of a Public Accounts Committee charged with per-
* manent functions and duties associated with the requirements of the Audit Act. Itis
. pointed out that; while the British Public Accounts Committee undoubtedly functions
efficiently and very usefully, it is easy to select, from 2 House of Commons consisting:
 of .about 600 members, a cons1derab1e number of men ‘ who -have shown their inter est
" in financial questlons and who, in addition to some real financial qualifications, are
'prepared genuinely to approach the question of public accounts strictly as a national
matter and.not as a Party matter, no matter to what Party they belong. But it would.
 be a different proposition.to make the required selection, with the required qualifica-
" tions,. from the membership of the Tasmanian House of Assembly, which consists of
‘only thirty members, with no fewer than seven of that number disqualified as Minis-
ters of the Crown. It is not probable that any Government in Tasmania will ever
submit a Bill to Parliament for any such purpose, no matter what type of Govern-
ment it may be. Further, as. a practical proposition,.in .the. circumstances of Tas-
mania, any such Committee, if entrusted with such functions to be of any utility at
_all, . would (unless.this issue is altogether excluded from its jurisdiction) -introduce
. fresh difficulties, and fresh sources of delay, in the presentation of the State -Budget,
already always much delayed because of the later arrival of the Grants Commission’s
Reports for Special Grants each year, and also, most certainly, in connection with the
. legitimate use of. Governor-in-Council’s Authorities, The existing Audit Act,. even.if
" it. could be improved by amendments, is sufficient to-secure orderly finance and due.
control of expendlture by Parhament if it is reasonably interpreted, and falthfully'
administered in a commonsense manner, and in that spirit of cordial co-operation
between the Treasury and Audit Departments which has been so lamentably inter-
rupted during the last couple of years, and, in such circumstances, it is considered
that the suggestions made by the Commzttee in other parts of this Report, will, if
adopted, be found quite sufficient to meet the gituation.”

Reference 14—Being the comments on the accounts, &ec., of the Hydro-Electric Com-
mission made on pages 54, 55, 56, 57, 58, 59, 60, 61, and 62 of the Auditor-General’s
Report. (Pages 32 to 35 inclusive.)

Having reviewed the whole of the testified facts and figures the Committee recom-
mends (1) “That provided that there is some assurance that practical difficulties can
be overcome, the Government should give serious consideration to amending legislation
by whieh it would become the duty of the Auditor-General to certify each year as to the
correctness of the gross profit of the Hydro-Electric Commission before the Commis-
sion allocates and distributes its profits, but very strictly reserving the Commission’s
diseretionary power in the rightful distribution of its profits,” and (2) “'The Com-
mittee also recommends that the Government should review the financial relations
between the Commission and the Government, and adjust those relations, by amending
legislation, on the basis that, while the Hydro-Electric Commission should contribute
a reasonable yearly amount or amounts to the State Treasury, the real object of initiat-
ing and developing the Hydro-Electric undertaking was not Treasury profit but eco-
nomic advantage. Increasing economic advantage would eventually advantage the
Treasury much more than any direct payments by the Commission to the Treasury.”

The Committee also recommends that ¢ the Auditor-General should, in the future,
certify as to the correctness of the accounts of the Commission, and abandon such am-
biguous phraseology as ‘a fair summary’”, and concludes in the following terms:—

“ Finally, as the Auditor-General can report to Parliament at any time, it is sug-
gested by the Committee that it would be an improvement if he refrained, in the
future, from -inserting, in his Annual Report, figures in relation to important State
undertakings, such as those conducted by the Hydro-Eleetric Commission and the
Transport Commission, unless he has fully examined their statements of accounts.
The Committee considers that it could also be regarded as desirable and correct for
the Auditor-General to communicate to such bodies, when possible, any criticisms
of their accounts which he proposes to report to Parliament, and proffer to them an
opportunity for the insertion in his Report of their replies to such criticisms, so that
Parliament may be fully informed. The Auditor-General himself testified; ‘I have
a continuous audit of the Treasury, Hobart Corporation, Transport Commission,
Hydro-Electric Commission, and Agricultural Bank Accounts.” A continuous audit
thus being the case, it ought usually to be possible for the Auditor-General to certify
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as to the correctness of all these accounts for the preceding year when he is compiling
his Annual Report for Parliament, in view of the fact that it is suggested by this
Committee that his Annual Report should be presented to Parliament at approxi-
mately the same date as the Treasurer’s Annual Financial Statement and the Esti-
mates, which admittedly, cannot usually be presented, under existing circumstances,
until after the lapse of three or four months of the new financial year.”

Special Reference—Consideration of - the qﬁestion whether it would be practicable' to
arrange for an earlier presemtation to Parliament of the Annual Reports of the
Auditor-General. (Pages 35 and 36.)

The Committee reports, after reviewing all the facts that it considers that “ when
possible the Auditor-General’s Report to Parliament should be presented a few days
before, or at the same time as the Treasurer’s Annual Financial Statement, and when
this is not possible, as soon after as possible . . . But, if in any given year, the
Auditor-General’s Report can be prepared for -presentation to Parliament considerably
before the Treasurer’s Annual Financial Statement, there is no sustainable objection
to such a prior presentation and, in this matter, not long-established ¢ custom’ but the
will of the Assembly should prevail. At the same time, it must be recognised that war
conditions affect the Audit Department as well as the Treasury, and, for some years,
at all events, it seems quite certain that it would not be reasonable to expect the Auditor-
General’s Report to be ready for presentation to Parliament before the date of presenta-
tion of the Treasurer’s Annual Financial Statement, or, in fact, much earlier than has
been usual in recent years.”

THE COMMITTEE’S FINAL CONCLUSION.

The Committee’s final conclusion is in the following terms; ‘ The final conclusion
of the Committee is an inescapable consequence of the facts testified to it, and is that
the contents of the Auditor-General’s Report to Parliament for 1942-43 seriously mis-
informed Parliament in some most important respects, and that there is cumulative proof
that his conduct, in many aspects, has been such as not to entitle him to the continued
confidence of Parliament, and the Committee so reports to your Honourable House.”



(No. 49.)

REPORT.

On the 17th of November last, the House of Assembly referred the Auditor- !
General’s Report for 1942-43 to this Committee for inquiry and report and also directed Reference to
the Committee to ascertain whether the Auditor-General’s Report could not be laid Committee.
upon the Table of the House earlier in the financial year than has been the case hitherto.

The Committee was given power to send for persons, papers, and records relevant to

this inquiry, and was authorised to exercise the power granted to Select Committees Press and
under Standing Order No. 381 in respect to allowing its proceedings to be open to the Public -
‘press. Acting under this authority the Committee permitted the attendance of repre- Present.
sentatives of the press-and public at all times during the hearing of evidence.

The Committee having taken an immense amount of evidence and having made
careful and exhaustive inquiries into the matters referred to it, has the honour to
report to your Honourable House as follows:—

The Auditor-General is appointed under the provisions of the Audit Act by the
Governor, and by an express enactment is not subject to the provisions of any Act for
the time being in force regulating the Public Service. He is not responsible to any ‘
Minister and is the servant of Parliament itself. It follows from the very nature of Auditor-
his highly responsible duties and his direct obligation to Parliament itself, and the ge“era% ‘Sf
provisions of the law, that he is entirely independent, and further, quite obviously any payjiament.
criticisms of the Government or the Executive, or of the general conduct of the finances
of the State, which he proffers in his Reports to Parliament should be treated, in
general, with respect and attention both by Parliament and by the Government. Biit
Parliament is the ultimate judge as to whether any such criticisms in his Reports to
Parliament are -justified or not. ' ‘ T ‘

By way of introduction it is desirable to set out briefly the results of the financial pinances for

transactions of the Treasury for the year 1942-43. They were as follows:— 1942-43.
. _ : £
The estimated total revenue for the year 1942-43 was ... ... ... 3,249,200
The actual total revenue for the year 1942-43 was ... ... ... ... 3,290,324
The total actual revenue above esfimafe WaS oo e e een 41,124
£
The estimated total expenditure for the year 1942-43 was ... .... 3,527,664
The actual total expenditure for the year 1942-43 was ... ... ... 3,399,805
The total actual expenditure below estimate ... ... ... . e 127,759
. £
With a total actual revenue above estimate of ... ... ... ... .. 41,124
And with a total actual expenditure below estimate of ... ... .. 127,759
The total betterment of actual results over estimated results
WS oo e e e e e e e SRS [TV 168,883
. £ .
The deficit forecasted in the Budget was ... ... ... ... ... L 278,364
But with the abovementioned increase in revenue and decrease 1
expen‘diture totalling ... ... ... O TP 168,883
The actual deficit was ... ... ... ... ...l Lol 109,481

The Commonwealth Grants Commission’s figures analysing the expenditure from Grants Com-

revenue, relatively to that of the Commonwealth and the other States for 1942-43, are mission’s
not yet available, but those in its Tenth Report, in relation to 1941-42, were as follows :— Figures.
Commonwealth (per head of the population), £29 8s. 3d.; Western Australia, £25 9s. 6d.;
New South Wales, £23 7s. 9d.; Queensland, £22 16s.; South Australia, £22 13s. 3d.;
Victoria, £16 14s. 2d.; and Tasmania, £14 0s. 6d. (excluding the financial operations of
the Transport Commission in 1941-42, but necéssarily including the net loss incurred
by the Commission in the preceding year).

The evidence-submitted ‘to the Committee was exceedingly voluminous as stated, myidence Verv
and occupies 518 pages of foolscap in typescript, of which the evidence, statements, Voluminous. -
interrogations, and documents submitted by the Auditor-General (Mr. F. J. Batt),
account for somme 200 pages. '

It is very regrettable to have to report that the testimony given by the Auditor- conflict in
General, in some important respects, and that given by three other witnesses, in the Evidence.
same respects, was in direct conflict. The Auditor-General refused to give evidence
before the Commonwealth Grants Commission in Hobart in February, 1942, and he
very definitely testified to the Committee. that he " had made no statement to the
Premier (Hon. R. Cosgrove), a few days aftér this incident, that “ he intended to make
trouble,” in consequence of his resentment’ of the criticism by the Treasurer (Hon: E.
Dwyer-Gray) arising from this refusal. The Premier, on the other hand, was
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informed at the Committee as follows: “In reply to a question asking him did he (Mr.
Batt) inform you that in consequence of what had occurred, he intended to make
trouble, the Auditor-General swore ‘I definitely deny that, and nobody can be brought
forward.” The Premier was then asked; ¢ What, Mr. Premier, do you say to that?’
The Premier replied, ‘ That is not true,” and further testified, ‘ Mr. Batt said to me
that he had been a very good friend of the Labor Government, but that if the Govern-
ment was going to attack him we might not expect the same treatment in the future
%n%.w%uld have to be more careful about G.C.A’s. I reported that statement to the
abinet’.”

In regard to the alleged irregularities in the Forestry Department the Auditor-
General swore, inter alic, when recounting a conversation early in August, 1943, with
the Public Service Commissioner; “The Commissioner informed me that the Premier
was very concerned about the matter and was anxious that something should be done
to clear it up. I said that if that was the case why had not the Government ordered
an enquiry? To this the Commissioner replied that the Government was unlikely to
succeed in setting up any enquiry, as such would be blocked in the Cabinet. On my
asking, ‘But why blocked and by whom, the Commissioner replied, ‘By D’Alton.
I then asked. ‘ But why D’Alton?,’ and the Commissioner said that it was thought that
D’Alton was in some way interested and that he had a majority following in Cabinet
and in his Party.” The Public Service Commissioner (Mr. B. J. Thompson), on the
contrary, swore that that statement by Mr. Batt was not true and testified “1I give a
complete denial to Mr. Batt’s statement that I said the Government was unlikely to
succeed in setting up an enquiry, as such would be blocked in Cabinet, and also to the
fact that I stated that Mr. D’Alton was in some way interested and he had a
majority in Cabinet and in his Party. At no time did I make the remarks attributed
to me by Mr. Batt concerning Mr. D’Alton and the Government, evenh in confidence.”

Again the Auditor General had a discussion on Friday, August 13th, 1943, with
Mr. R. G. Terry, Secretary to the Forestry Department, in relation to the alleged
forestry irregularities. Arrangements were then made for a forestry officer to be in
his office in the North on the following Monday and Tuesday, whither the Auditor-
General intended to proceed to interview him. On the same Friday afternoon it was
intimated to the Auditor-General that it had been arranged for District Forestry
Officers (including Messrs. Garrett and Chisholm) to attend a conference at Hobart on
Tuesday, August 17th, arranged by the Minister for Forests to consider the urgent timber
needs of the shlpbuﬂdlng industry. The Auditor-General testified, referring to a
resulting further discussion with Myr. Terry, “I then asked Mr. Terry if the Minister
(Colonel Taylor) was aware of my intention of visiting Messrs. Garrett and Chisholm
before he had decided to call the conference. Mr. Terry said, ¢ Yes, he was aware.’
I then expressed my astonishment at the Minister’s action in view of the important
nature of the investigation I was about to commence, and stated that neither the
Minister nor anyone else, would, in the future, be advised of any action to be taken by me
in the matter.” But Mr. Terry, on the contrary, swore: “ Mr.  Batt states that he
expressed his astonishment at the Minister’s action, and he states that neither I, the
Minister, nor anyone else would be advised in future of any action to be taken by him in
the matter. Mr. Batt did not make this statement to me. He asked, ‘ What is his
game?’ I said ‘ No game at all, as far as I know.  The Minister is bringing them to
Hobart in connection with supplies of timber urgently required by the Wooden Ship-
building Board’.”

Before the Committee formally received any evidence it had been decided that
fourteen separate references in the Auditor-General’s Report required investigation.
A list of these was supplied to the Auditor-General and the Under-Treasurer, and
various officers of the State, &c., were invited to prepare evidence and instructed to
forward their proposed evidence direct to the Clerk of the House, who, a little later,
supplied copies of this proposed evidence to all members of the Committee. The whole
of the fourteen references, numbered from 1 to 14 inclusive, were very fully investigated,
and each reference is now the subject of report in the same order as the approved list
of references indicated and with its appropriate number. The list of references thus
set out formally by the Committee was headed as follows:—

“The Auditor-General’s Report, as printed, is before the Committee. Therefore,
Mr. Batt will necessarily be a potential witness in connection with every item and "will
have a natural right to proffer such ev1dence as he chooses as each subject comes for-
ward, or in reply to any other witness.”

Reference 1.—Paragraph 2 on page 1 relating to the dates of recelpt and audit, &ec.,
of Treasury accounts.

The paragraph in question reads: ‘ The Statements setting out the transactions
of the Treasury for the year ended 30th June, 1943, were received by me for exam-
ination on 17th August, 1943. Following certain audit queries thereon, amended State-
ments were received for audit on 8th October, the exammatlon of which was completed
on 11th October.”

In the first place, it should be noted that the Auditor-General’s Report is signed
“Fred. J. Batt, Auditor-General, Audit Department, Hobart, 18th September, 1943,”
and yet it purports to, and, in fact, does deal with events in October, 1943, including the




(No. 49.)
3

examination of Treasury accounts not completed, as- stated in this paragraph, till ypdoubtedly

O_ctoberlllth. This disparity in dates is undoubtedly an impropriety, and no suffi-an

cient explanation was given for it. Quite obviously, no Report by the Auditor-General Impropriety.

can possibly be regarded as placed with propriety before Parliament which recounts,

and deals with, events occurring after the date of the. Auditor-General’s signature.

In the second place, attention was drawn to the remarkable variation made in the

paragraph in question when compared with a corresponding paragraph quoted from

thedAuditor-General’s Report to Parliament for 1940-41, dated 10th October, 1941, and

reading :— :

“The Statements setting forth the transactions of the Treasury for the year ended Absence of

30th June;, 1941, were received by me on 30th July, 1941. The examination was Historic
completed on the 9th September, 1941, when the Statements were found to agree Formula.
with the Treasury boolks.” .

This formula, with only varying dates, was used by every Auditor-General right
back to 1920, and right up to 1940-41, expressly certifying in the same express words,
year after year, that “ The Statements were found to agree with the Treasury books.”
It was sworn by the Auditor-General that the change made, in 1941-42 and 1942-43,
in this historic formula, by the deletion of the significant words quoted, had no relation
whatever with his alleged threat to make trouble for the Government in February,
1942, arising from the Grants Commission incidents, to which reference has already Mr. Batt
been made. Yet, assuredly, the omission to add the important words, ‘“ The Statements Testified.
were found to agree with the Treasury books,” is an alteration requiring an explana-
tion sufficient to satisfy reasonable men, since the absence of this time-honoured certi-
ficate almost necessarily carries an implication that ‘“the Statements” did not agree
with the Treasury books. The Auditor-General testified that the alteration indicated
was made at the instance of Mr. Arthur Templeman, Chief Inspector of the Audit
Department, but admitted that the responsibility was necessarily his own as the signer
of his own Report. It is also his responsibility that he should have so unnecessarily
divulged the name of an advising officer in connection with a responsibility ultimately Aft X‘Sg?tnce
entirely his own. The Auditor-General’s Report for 1941-42 was not referred to the Qgieial.
Committee, but in relation to his Report for 1942-43, dated 18th September, 1943, which
was referred to the Committee, the explanation given by the Auditor-General for the
omission of the certifying words indicated is that, in the opinion of the Auditor-
General, the State’s revenue for that year was ‘ overstated ” by the amount of £6857
14s. 9d., as set out in the third paragraph of his Report. But, even if that were true,
it would not necessarily be true that ‘ the Statements did not agree with the Treasury
books,” and, further, the omission of the required certifying words does not fit in with Auditor-
the undeniable fact that these “ Statements” did agree with the Treasury books, as g’e“e.?ial’s Own
certified on the documents in question by the Auditor-General himself. See page ix Certiicate.
of Statement No. 1, attached to the Auditor-General’s Report, where can be read:
“ Having examined the Treasurer’s Journal and Ledger for the year ended 380th June,
1943, as required by Instruction 14 in Schedule 8 to the Audit Act, I hereby certify
that the foregoing Statements agree therewith. Fred. J. Batt, Audit Department, 11th
October, 1943.” The Committee considers that the omission to so state in the second
paragraph in his Report, as was the custom for more than a score of years, was very
decidedly calculated to carry an implication misleading to both Parliament and the y;q..4ine to
public, and hurtful to Treasury officers. The dates in the questioned paragraph convey paﬂiameft_
nothing of significance, connote no avoidable delays, and create no records in the
Treasury history of this State of any sort whatever.

Reference 2.—Paragraph 2 on page 1 in the Auditor-General’s Report indicating that Charge of
the revenue was “ overstated” by £6857 14s. 9d. in respect of tax instalment g:sgit&tmg
stamps. )

This is an exceedingly complicated question and not worth much notice here. As
the Under-Treasurer (Mr. F. W. Steele), testified; ¢ It is, perhaps, significant that the
Auditor-General of no other State has raised any doubt or query in the matter, even
though the other State Treasuries followed the same procedure as Tasmania. The facts,
as stated by the Auditor-General, are substantially correct, but the Treasury does not
agree with the Auditor-General that the revenue was overstated, or that there is a
definite liability.” The Tasmanian Treasury did nothing whatever in any way wrong
in connection with this matter, and, so far from “ overstating ” the revenue, the estab-
lished facts show that the Treasury could have added a further £4000 or £5000 to its
revenue in connection with these transactions without risk and without doing anything Tasmanian
wrong, and this might even have been more logical. Further, to the Committee it seems Treasury did
very questionable for the Auditor General to have reported to Parliament so insuffi- Nothing
ciently on a complicated issue, while also not drawing Parliament’s attention, if he Wrong.
considered his duty to deal with the issue -at all, to the important fact that as at June
30th, 1943, there was an accumulation of £112,000 at interest to the credit of the
Tasmanian Treasury in the Commonwealth’s accounts in connection with these trans-
actions as against a merely conceivable eventual liability of £6857 14s. 9d. in respect
to tax instalment stamps. It was testified that this liability of £6857 14s. 9d. is so very One-Sided
- indefinite that it may never become definite, and in fact may be even more than entirely Siory is
extinguished. Any one-sided story is wrong in an Auditor-General’s Report or any- Wrong.
where else.
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It is unusual for matters of mere opinon to be emphasised in Auditor-Generals’
Reports, especially adversely to the State concerned, and, in this case, the Auditor-
General’s opinion has little or no substance, and certainly no over-riding value what-
ever. The Treasurer tabled evidence which he submitted to the Grants Commission in
Hobart on the 11th February, 1944, on some of the contents of the Auditor-General’s
Report, which required to be explained to that body in the interests of Tasmania, and
amongst the issues, so dealt with, was that relating to the charge of “ overstating”
the revenue.

Reference 3.—Last paragraph on page 2 of the Auditor-General’s Report indicating
(a) that the discrepancy between the actual deficit of £109,480 13s. 8d. and the
estimated deficit of £277,713 11s. in 1942-43 was “ too great” and (0) that large
surpluses in voies of expenditure are * irregular.”

In regard to (a) the discrepancy between the estimated deficit and the actual
deficit in 1942-43 was £168,883, which the Auditor-General states in his Report was
“too great.” Nevertheless, though he describes it as “too great,” the only actual
qualification mentioned by the Auditor-General in connection with this “too great”
discrepancy is in relation to the saving of £41,730 in the contemplated expenditure in
Civil Defence and Evacuation. Attention is here drawn by the Committee to the table
published in the Treasurer’s Annual Financial Statement to Parliament on the 27th
October, 1943, setting out the errors in the estimates of revenue and expenditure in all
States in 1942-43, which were as follows:—

Revenue Expenditure
Error. Revenue.
% %
New South Wales ... ... ... ... 10-8 85
Vietoria ... ... ... ... ... 10-7 8-7
Queensland ... ... ... ... ... .. 256 254
South Australia .. ... ... ... ... 65 4:9
West Australia ... ... ... ... ... 6-1 56
Tasmania .. ... ... ... ... ... .. 1-2 36

These figures speak for themselves. As a matter of fact, the Under-Treasurer was
warranted in stating, in the course of his evidence; “In view of the unsettled condi-
tions existing in many directions the net discrepancy of £168,883 is not significant.”
It should be clear to all, in the opinion of the Committee, that the uncertainties
involved in the conditions created by the present unprecedented total war can be
expected to produce discrepancies of the very character the Auditor-General has
described as “too great.” The discrepancies in other States in 1942-43, both in regard
to actual revenue collections, and in regard to actual expenditure from revenue in
comparison with the estimates, were much greater than the discrepancies the Auditor-
General describes as “too great” in Tasmania. In regard to revenue, the main
improvements during the year over the estimate were income tax £11,843, representing
arrears not coming within the ambit of arrears deducted from the Commonwealth
Compensation Grant, and £10,655 from estate duties, always difficult to estimate. Dis-
crepancies in the estimates of interest and exchange practically cancelled each other out.
The proceeds of land sales and rentals revenue exceeded the Departmental revenue
estimates by £11,686. In total, the revenue for the year exceeded the estimates by a
net amount of £41,124, which can be justly claimed as proving reasonably close esti-
mating. : : . R :

The expenditure for the year was less than the estimated expenditure by a net
amount of £127,109, according to the figures in the Auditor-General’s Report. The
saving of £41,730 in the estimated expenditure on Defence and Evacuation represented
a change in policy during the year, consequent on changed war conditions, as advised
by the Commonwealth. And, as the Under-Treasurer stated in his evidence to the
Committee: ‘“ Leaving out the very special item of Civil Defence and Evacuation, the
remaining discrepancy in estimated expenditure and actual expenditure is not large.”
These matters can only be judged in detail, and are dealt with in reasonable detail
by the Committee in the report on (0).

In regard to (b), evidence was given that the Treasury could not accept the
Auditor-General’s view that large surpluses in expenditure collections are ‘irregular,”
but it is admitted by the Treasury that, if avoidable, they are undesirable. In his
evidence before the Committee the Auditor-General brought forward a table of elaborate
figures and a graph showing that discrepancies in the estimated results of the Treasury
transactions of Tasmania and the actual results over many years. Admittedly, the
net actual discrepancy of £169,383 in 1942-43 was caused chiefly by reason of the fact
that the actual expenditure was £127,108 14s. 11d. {Auditor-General’s figure, but actually
was £127,759) below the amount authorised by Parliament ‘this being the largest
surplus in votes of expenditure during the last twenty years,” as the Auditor-General
stated in his evidence. But what real validity have such figures? And, though the
quoted statement is literally true, all the discrepancies in Tasmania in these regards,
during the year, were far less serious, both relatively and absolutely, than the discre-
pancies in the other States. The Committee further comments that, if any past
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periods, in the financial history of Tasmania, were admittedly difficult, so are the times
of an unprecedented total war. In any case, it was a poor service to the State by the
Auditor-General to comment in 1942-43 so adversely on the practically unavoidable.

If savings in vote of expenditure authorised by Parliament are to be regarded as
necegsarily implying loose estimating or over-estimating, they can only be justly and
intelligently placed in any such category by an examination of the circumstances in

detail, and there is no detail in the Auditor-General’s Report. The actual saving or No Detail in
surplus of £41,780- in connection with Defence and Evacuation has been already Auditor’s

broadly explained. Obviously, contingent war expenditure must be provided on qualified
advice. If it is not spent, much more has been saved by favourable war developments
than the money saved. :

In connection with Civil Defence there was an increase in salaries and wages for
the temporary staff in excess of £200, the amount estimated, including a deserved
gratuity of £100 for the Chief Air Raid Warden of Launceston on retirement, and slight
increases of a warranted character in the duty pay of three other officers. The expen-
diture on rents unavoidably exceeded the estimates by £79, of which £32 has since been

Report.

Civil Defence

refunded by the Federal Department of Home Security. Following discussions at the Savings.

Premiers’ Conference, held in August, 1942, on A.R.P. and evacuation matters, it was
decided, in accordance with Federal advice and policy and action taken in the other
States, to reduce all items of expenditure in connection with Civil Defence, provided the
efficiency of the Civil Defence Legion remained unimpaired. This was accordingly done.
Regarding an amount of £12,000 underspent on fire equipment, provision had necessarily
to be made for equipment on order from the Commonwealth, but a considerable propor-
tion of this equipment did not arrive till after the close of the financial year 1942-43,
In some cases the equipment was provided under lease-lend arrangements, and this
equipment remains the property of the Commonwealth Government.

The surplus or saving of £14,836 in the salaries and allowances of the Education
Department was caused chiefly by the transfer of permanent staff members to the
Defence Forces and their replacement by temporary teachers at much lower salaries,
the resignation of temporary teachers and the inability of the Department to find sub-
stitutes, a war-produced decline in the expected number of students attending the
Teachers’ Training College and some other practically unavoidable and unforeseeable
circumstances. The saving of £3003 16s. 9d. in the cost of the conveyance of scholars
to schools arose chiefly because the prices of petrol and other requirements did not
continue their previous ratio of increase. Inecalculable war conditions, in fact, produced
these surpluses.

In the Health Department the “ surplus” or savings in salaries of £2815 11s. 10d.
at Lachlan Park was entirely due to the deaths or resignations of permanent officers
and their replacement by temporary officers arising out of war conditions. The saving
of £2000 in connection with maternity cases arose from the fact that this amount was
placed on the Estimates for the purpose of subsidising any hospital prepared to make
increased maternity accommodation available for persons in indigent circumstances.
No expenditure was incurred during the year as no increased accommodation was pro-
vided for in this class of case. '

In the Agricultural Department there was a saving or surplus on salaries of £4645
arising from resignations and appointments to other positions and other reasonably
explicable circumstances. The expenditure on the Extension Service was reduced by
£2766 5s. because the vote was credited with the receipt of that amount from the Agri-
cultural Bank for services rendered by the Department’s Extension Service officers in
connection with Agricultural Bank properties. There was a saving of £1746 in the
Departmental travelling expenses because of the calling-up of officers for military ser-
vices, the death of a veterinary officer, the retirement, on account of ill-health, of the
plant pathologist, and the seconding of three officers’ services to other activities during
the year. The administration of the Stock Acts cost £1006 less than the estimated
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amount, arising from veterinary officers being called-up for military services with Agricultural
necessarily reduced activities in consequence in connection with the administration of Department’s

the Stock Acts. In experimental work of various kinds, there was a saving of £11186,
arising from the calling-up of officers for military services, retirements, and deaths,
and war difficulties such as a call by the Commonwealth on officers of the Australian
and Imperial Governments in connection with defence requirements, resulting in a com-
pulsory curtailment in the Department’s ordinary work in this sphere. There was a
saving of £2404 in railway freights on fertilisers, arising from the Commonwealth’s
fertiliser rationing scheme, which, by reducing the supply of fertilisers, naturally reduced
the subsidies paid by the Department to the railways for the carriage of fertilisers. The
expenditure on assistance to industries was less than the estimated amount by £2358.
It is plainly impossible to foresee what precise amount should be allocated to the con-
tingent encouragement of new industries, especially in war time, and, quite obviously,
one year may show a saving, and another year might require increased expenditure
through Governor-in-Council Authority. The “ Land Army ” cost £943 below the esti-
mated amount because, during the year, the Commonwealth assumed the responsibility
for the training of the Women’s Land Army in Australia. The actual expenditure in
connection with this estimate item was £945 14s. 7d., of which amount £889 11s. 10d.
was reimbursed by the Commonwealth prior to 30th June, 1943.
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In connection with the Agricultural Bank, the expenditure to meet the loss on
Soldier Settlement was £9611 below the amount authorised by Parliament. The
Manager of the Agricultural Bank (Mr. S. R. Adams) testified to the difficulties in
accurately estimating the amounts required for such purposes, and proceeded; “ As
adjustments of revenue extending over a period of five years were involved, it can be
quite easily appreciated that, if a further 50 cases had been dealt with, as was antici-
pated, this would easily have increased the loss for the year by the amount under-
spent by reducing the nominal income by writing back five years’ charges. Collections
were also more buoyant than anticipated towards the end of the year, Whlch obviated
the need for making the usual bad debt provision through profit and loss.”” There was
a saving of £1068 relatively to the amount authorised to meet State Advances losses.
The Agricultural Bank Manager explained that the cash collections towards the end of
the year were more buoyant than had been anticipated, and that it was deemed inadvis-
able to make as large a provision as usual for bad debts. There was also a saving of
£2236 below the amount authorised in connection with Flood Sufferers’ Relief. The
explanation here is that, though the Appropriation Act provided £6000, the committee
appointed to consider applications only approved of allocations totalling £3764.

In the Public Works Department there was a * surplus ” of £3025 in salaries. This
arose from an arrangement with the Transport Commission by which that Commission
met a proportion of the salaries of officers engaged on State Highways, leaving only
£669 to be accounted for, which was caused by officers enlisting and ‘““ call ups,” with
a consequential saving in salaries. There was also a saving of £2000 in the grant to the
Circular Head Municipality, arising from the fact that, in consequence of delays in
connection with the work of rehabilitating the Stanley Water Supply, no claim for the
provided State assistance was received during the year.

In the Police Department there was a salary saving or surplus of £3918. Deaths,
dismissals, and resignations, are not predictable, and recruitments, under war condi-
tions, are effected by the appointment of probationary constables at lower rates of
remuneration. There were ten resignations during the year, and there was also a time-
lag between the dates of the retirements and of new appointments. These causes
accounted for £692 of the surplus. The other factor was a saving of £3611 5s. arising
from the fact that salaries for fifteen special constables for auxiliary duties in connec-
tion with internal safety had been provided in the estimate of expenditure, but it was
only found necessary to appoint four of these special constables for a full year.
Further, credits to be placed against the vote for salaries, on account of seconded officers,
exceeded anticipations, the resulting refunding being £215 over what had been expected.
Again, the Department of Mines (Magazines and Explosives Section), the City Council
(Water Supply), and Marine Board (Guarding Wharves), and various other instrumen-
talities were asked to pay for the services, as far as reasonably proper, of men specially
required, and in all cases a suitable arrangement was effected.

There was a saving in interest, as far as the Treasury is concerned, payable in
London of £2133 below the estimate. This was the result of the operations of the
National Debt Commission in purchasing and cancelling a parcel of 3% per cent
1.1.1942-44 inscribed stock. There was a saving of interest payable in Australia of £2343
below the estimate, arising from the fact that when the estimate was prepared no definite
information was available as to the amount of borrowing or the rates of interest on
loans to be raised for the works programme of the year. This is a normal condition
and will always exist. There was a saving in payments due for the Sinking Funds of
£5768 below the estimate. The amount required annually to meet sinking fund pay-
ments is entirely dependent upon the operations of the National Debt Commission.
Every effort is made to accurately estimate requirements, but the Commission itself
could not given any idea of the extent of its operations. Stocks are purchased on the
market and cancelled as the opportunity occurs, and the dates of these transactions

have a great effect on the amount required by way of 4% per cent contributions on the
debt cancelled.

The whole of the above facts and figures were submitted to the Committee in evid-
ence, in detail, and in regard to the Auditor-General’s comments, thus considered in
detall and as a whole, the Committee can only take the view that the trend and con-
tents of the last paragraph on page 2 of the Auditor-General’s Report were at least ill-
considered and, in reality, unjustified.

Reference 4.—Pages 3 and 4 of the Auditor-General’s Report for 1942-1943 dealing
with the use of loan moneys to finance revenue deficits for an indefinite period,
which he considers “ improper and illegal.”

Considerable attention must be given here to the Auditor-General’s comments on
this matter in the Report now under re_view, though the whole situation has been
explained to Parliament in the Treasurer’s Annual Financial Statements in 1934-35,
1935-36, 1986-37, 1937-38, 1938-39, 1942-43, and 1943-44. It is necessary for the Com—
mittee to remark that, for the first tlme for many years, the Auditor-General has failed
in his Report to Parhament even so much as to mention in the course of two pages the
long-continued efforts of the Tasmanian Government to cure the situation which he so
much deplores. He tells an old story, and brings it up to date by reference to the proceed-
ings at the last meeting of the Loan Council, and has failed to do justice, for the first time,
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to the Tasmanian Government’s efforts to rectify the situation initiated nearly 10 years

ago. There can be no doubt whatever that the Financial Agreement of 1927 expressly

enacts that all States should provide sinking fund payments from revenue of not less

than 4 per cent to liguidate deficits incurred since the signature of that Agreement on Obligations of
30th June, 1927, As a matter of actual fact, legislation, in common with the other six Financial
States, is now in course of preparation which will remove the reproach to Australian Agreement of
finance which the Tasmanian Government has so long sought to end. 1927

No accumulation has taken place in the unfunded deficits since the 30th June, 1935,
any d_eﬁcits being regularly funded and the debt made subject to 4 per cent sinking fund
contributions. The accumulation at 30th June, 1935 (£759,199 17s. 8d.) has, in fact,
been reduced by surpluses to the extent of £29,760 11s. 1d. and now stands at £729,199 No
17s. 3d. The view that the position is “illegal” is open to considerable doubt, as Accumulation
Parliament sanctioned expenditure, notwithstanding that, in some of the financial years ?l‘l‘,‘l? fgg
concerned, “ deficit ” Budgets received approval, and, consequently, borrowing for the ’ )
deficits was at least implied. The deficits up to 30th June, 1927, were all funded. In
the year 1927-28 there was a surplus of £95,082 2s. 7d. which was eliminated by
deficits of £89,542 9s. 10d. and £25,719 10s. 8d. in the years 1928-29 and 1929-30,
leaving a net accumulation of £20,179 17s. 11d. The following deficits then took place:—

Year. Amount of Deficit.
£ s. d.

1930-31 ... ... o e e 245,104 5 4 History of

1931-32 ... . e e e 271,613 18 3 Deficits.

1932-33 ... e e 55,215 12 0
1933-34 ... o i e e 47,884 14 11
1984-35 ... o e e 119,201 8 10
739,019 19 4
Balance from 1929-30 .. ... ... ... 20,179 17 11
Total at 30th June, 1985 .. ... ... £759,199 17 3

The accumulation of unfunded deficits during the depression years was common to Common to
all the Australian States. The reason why the various Governments concerned did not all States.
“fund ” the deficits, as contemplated by the Financial Agreement, is that it would have
greatly increased the interest and sinking fund charges. The representations made On pasmania’s
this issue by Tasmania at meetings of the Australian Loan Council, and the reasons Action at
why retrospective action by Tasmania alone would be inexpedient, have been fully set Loan Council.
out in the Treasurer’s Annual Financial Statements. Since 1934-35 the terms of the
Financial Agreement have been carried out in Tasmania, but not retrospectively. When-
ever there was a deficit for a year, Parliament was asked in the following year for Recent
authority to fund this deficit, and the State raised the money to do it. It is very old if’r"tch‘?d“‘éet 4
history and it has been reported on, from year to year, in practically the same form ™ "5 ®*%
by the Auditor-General. In his Report for 1936-37, the present Auditor-General com-
mented, “ The Hon. the Treasurer has now taken the matter up with the Australian
Loan Council and, in his Financial Statement, at the commencement of the financial
year 1937-38, he quotes a letter (dated July, 1937) which he wrote to the Prime Minister
and the Chairman of the Loan Council on this subject.”

The Auditor-General is entitled to every credit on account of the fact that in
Report after Report for years past he has protested against the obvious breach of the
Financial Agreement by all States, but it is not to his credit that he should, in his latest Not to
Report, have ignored the creditable record of Tasmania in this regard, which, however, é“d;tmi;
could not carry out its full obligations under the Financial Agreement, while other dredip
States were not doing so, without suffering deductions from its Special Grants. It is
true that the accumulated deficit of this State as on 30th June, 1943, was £839,919
19s. 10d., but of this amount, the deficits incurred since the signature of the Financial
Agreement on 30th June, 1927, to 80th June, 1934, account for £639,998, after deducting
a surplus of £95,082 in the year 1927-28. It is claimed by the Auditor-General that “Illegal and
the accumulated deficit of £838,919 “is in an irregular position as it is being financed Improper.”
by Loan and Trust Funds,” which “for an indefinite period, is considered improper
and illegal.” So far as the obligations of the Financial Agreement have been violated
in this State (and all other States) the position, up to date, is undeniably “illegal.”
But in no other sense is it illegal or “ improper” for Parliament-sanctioned deficit-
Budgets, which could only be met by some form of borrowing. In financing the situa- ¢, curity of
tion up to 30th June, 1943, debit entries were made against Trust Funds to the amount Tasmania’s
of £579,456 3s. 3d., but their stability and security has not been in any way thereby Trust Funds.
threatened. Particular care has been taken in this respect in this State. The Under-
Treasurer testified, “ 1 could produce the money in two days. We have about £2_00,000,
but the Commonwealth owes the Treasury £400,000, at least, for loan money, which has
been expended under the authority of the State Parliament and the Loan Council.”
He also testified, “I say we have so managed in Tasmania in using these Trust Funds
that if the whole of them were called up to-morrow we could find the cash. This State ﬁetter %lhan
ig better off than any other in regard to Trust Funds. In other States they practically StI;{eOt er
don’t invest any of their Trust Funds at all. They simply use them for Public Works :
to a great extent.” The Committee points out that the Trust Accounts of the State
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totalled £1,145,580 6s. 6d. as on 30th June, 1948, of which £566,105 is invested, mostly
in Commonwealth stock. Because of the resources behind the State, the Government of
any State is in a totally different position from that of companies and other adminis-
trators of Trust Funds. The common cash Treasury pool is a umiversal practice in
the Treasuries of the world, and it is considered that no proposal to prohibit the safe-
guarded use of Trust Funds by the State for general Treasury purposes would be
practicable. Recently the Federal Government requested all State Governments to
utilise the whole of their available resources with a resulting reduction in new money
borrowing through the Loan-Council-approved Public Loans for Public Works. In order
to further the war effort this has been done by Tasmania, at the request of the Com-
monwealth Government, to the limits of assured safety, and, therefore, Tasmania has
not been asked, either by the Federal Government or the Commonwealth Bank, to
reduce its authorised accommodation of £515,000 through Treasury Bills.

When tendering evidence on these matters, the Auditor-General quoted the following
extract from the Auditor-General’s Report to Parliament for the year 1933-34, when the
late Mr. E. H. Pretyman was Auditor-General :—

“ It will be noted that the accumulated deficits in the Consolidated Revenue Accounts,
together with the expenditure charged to Suspense Account, has absorbed nearly all
the loan money authorised and raised for ‘capital’ purposes. Revenue and loan
moneys are ‘pooled’ in the banking accounts. The unauthorised use of loan moneys
to finance revenue deficits cannot be justified except for short periods, pending the
funds being required for the authorised work. The deficit has been accumulating
since 1st July, 1922, when the last ‘ funding’ was sanctioned by Parliament. In the
meantime capital works have been suspended, in some cases, for the reason that the
funds authorised and borrowed have been misappropriated to finance the deficits.
I have drawn attention annually to this irregular state of affairs; a continuous
practice of this kind weakens the system designed to secure the control of Parliament.
If Parliament approves of the use of the loan moneys for revenue purposes, instead
of the purposes for which they were originally authorised, it is necessary that a
reappropriation should be sanctioned to preserve a reasonable degree of financial order.
The alternative is the sanctioning of new loans for the purpose. The only reason
advanced for not obtaining sanctions for the use of loan moneys under the provisions
of the Financial Agreement with the Commonwealth (18 Geo. V. No. 97) wherein it
is agreed that a loan utilised to meet a revenue deficit accruing after 30th June, 1927,
must be redeemed by a State by a 4 per cent Sinking Fund (10 years). It appears
to me that under a reasonable interpretation of the ‘clause in question the liability
for a 4 per cent Sinking Fund has already been incurred in respect of the accumu-
lation since 30th June, 1927 (£639,998), and the Suspense expenditure (£389,;587)
referred to on page 6 of my Report for the year 1930-31.”

Prior to quoting the above extract from Mr. Pretyman’s Report for 1933-34, the
Auditor-General testified to the Committee: * Eight years ago, Mr. F. W, Steele (Under-
Treasurer) was in the Audit Department when I held the office of Deputy Auditor-
General. We discussed the subject until we almost ran dry. To-day he has the Trea-
sury point of view. I will read from the Auditor-General’s point of view. This was
written by Mr. Steele and included in the Report to Parliament.”

The Committee feels that it cannot too strongly deprecate this action on the
Auditor-General’s part. He should have made no such disclosure.. If Mr. Pretyman
adopted Mr. Steele’s advice, the responsibility for the contents of the Auditor-General’s
Report was not that of Mr. Steele, but of Mr. Pretyman, as the Auditor-General of
the day, and if irrelevant and unnecessary disclosures of this character are not most
decisively and strongly discouraged, important officers throughout the Public Service
must naturally become somewhat chary about tendering candid, unreserved, and bona
fide advice to heads of Departments whose responsibility it is if they accept such advice
and use the views expressed as their own. The disclosure made by Mr. Batt. in refer-
ence to Mr. Steele, was akin to his similar disclosure in mentioning the name of Mr.
Templeman, in reference to the “ altered formula ’ in the third paragraph of his Report
which has already been condemned, but was, in the circumstances even more directly
questionable and objectionable.

The Under-Treasurer (Mr. Steele) candidly and unreservedly admitted that he had
written the extract from Mr. Pretyman’s Report to Parliament, as quoted by the present
Auditor-General, and in reply to the charge that he had become a ‘convert to the
Treasury viewpoint ”’ since he became Under-Treasurer, and the general comments made
by the Auditor-General in connection with the alleged alteration in his opinions in
respect to the matters under discussion, the Under-Treasurer testified, “ Mr. Batt
referred to an old Audit Report and said I had drafted it that year. Mr. Batt seemed
to think that I have changed my opinion since I have been in the Treasury, but I still
hold the opinion that you can use Trust Funds. It was quite obvious when that was
written that these deficits were not temporary at all. Their liquidation was very
indefinite. I would like that recorded. I have seen both sides of the question. In the
evidence I gave this morning I said that in my opinion these old deficits should have
been formally funded from year to year. I still hold that opinion.” The Treasurer
explained to the Committee that Mr. Steele had quite frequently expressed that view to-
him ever since he became associated with the Treasury.
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Reference 5.—Being “ Expenditure in Excess of Parliamentary Authority ” as set out
on pages 30-33 of the Auditor-General’s Report.

In his Report tHe Auditor-General refers to what he terms “the too frequent use Use

of the emergency clauses of the financial regulations,” and expresses the view ‘that
“no expenditure should be authorised in this manner while Parliament is meeting.”
Any such absolute limitation is considered by the Treasury to be altogether too severe,
and, in fact, unworkable. However, in an effort to effect a suitable solution of practical
difficulties arising in this regard, communications were addressed to the Auditor-General
on the 22nd April and the 13th May, 1943, by the Treasury which are referred to very
briefly in his Report on page 31, while quoting his own replies in greater detail, in the
course of one of which he writes that he “ would not go so far as to state that no Gover-
nor-in-Council’s Authority of any kind, in any circumstances, should be issued while
Parliament is in Session.” The communication sent to the Auditor-General by the
Under-Treasurer on 22nd April, 1943, sets out, very clearly, the Treasury view of the
situation in the following terms:—* Referring to your Memorandum of the 19th instant,
in whiech you express the opinion that the provision of funds by the Governor under the
“abovementioned Regulations, while Parliament is sitting, is irregular and unconstitu-
tional, I desire to say that whilst I feel unable to agree that this is the position in all
cases, I fully appreciate the need, in the interest of proper Parliamentary control, of
avoiding recourse to the Regulations in question, whilst Parliament is sitting, in respect
of policy which does not come within the ambit of a Parliamentary Vote and other than
to meet exceptional cases of emergency when Parliament is not sitting. In cases
where the Regulation is used to supplement insufficiency of funds for purposes recog-
nised or provided for by Parliament, I suggest that any rigid rule that the Regulation
is not operative while Parliament is sitting, and that consequently Bills for further
Appropriation Acts must be submitted for ‘excesses in detail’ would prove to be most

cumbersome, if not impracticable. In my opinion, our system of providing elasticity for’

emergencies meets the requirements of proper Parliamentary control much more effect-
ively than the practice of providing hundreds of thousands of pounds in a lump sum as
‘Treasurer’s Advance’ as in some States. I appreciate the responsibilities placed on you
by the Regulations and the fact that much must depend on your good judgment to
make them effective, and also practicable. It does appear to me that ‘excesses in
detail’ and also ‘cases of emergency’ are in separate categories, and that, in respect
of.the former, G.C.A.’s for excesses could be issued when Parliament is sitting, without
detriment to its control, when the proportion of excess and the explanation submitted
are satisfactory. A reasonable degree- of restraint has been exercised by the Treasury,
and the proposal has been submitted to your good judgment. I trust that you will con-
cur in this view. In the present year, notwithstanding the exigencies of war conditions,
I am hopeful that the total authorised under the Regulation will prove to be loWwer than
for many years past.” ' B

The Auditor-General’s reply, as indicated in the letter quoted in his Report on page
31, was that he could not make a distinction between “ excesses in detail” and “ cases

“Too Frequeﬁt

Emergency
Clauses.”

Under-
Treasurer to
Auditor-
General on
22nd April, .
1943.

Rigid Rule
Impractieable. |,

Distinction
Drawn in

of emergency.” The Committee notes, however, that this distinction has been made gypplementary
in the Supplementary KEstimates submitted to.Parliament for very many years past. Estimates.

The Under-Treasurer testified that several years ago it was decided by the Government
that no application for emergency funds by G.C.A. should be submitted by any Depart-
ment without the knowledge and consent of the Treasury. This rule is certainly in con-

formity with proper Treasury functions, and established practices elsewhere. The Practice in
existing Tasmanian position is more rigid than in most States and countries in that our Other States.

Parliament does not provide a Vote in the form of an advance to the Treasurer. For
example, in 1942-43, the advance to the Treasurer of New South Wales was £200,000
and this amount was available for emergency expenditure entirely at the discretion of
the Treasury subject to later ratification by Parliament of the actual expenditure. An
equivalent “ Advance to the Treasurer,” in this State, on a proportional per-capita basis,
would be £20,000, whereas the Treasurer of Tasmania-has a Vote of £500 only for “ un-
foreseen expenses to be hereafter accounted for ” (Division 26, Miscellaneous, Treasurer,
Item 20). It is interesting to note here that a similar Vote in the year 1901 was for
double that sum. .

Comparison with other States in 1942-43, also incurring emergency expenditure
under war conditions “in excess of Parliamentary authority,” while admittedly not
entirely satisfactory without close examination of total expenditure in the required
detail, undeniably provides a clear indication of the consequences of those conditions in

the year in question.
: Emergency - Expenditure.

Per Head of

State. . - Amount. Population.
: £ £ s d
New South Wales ... ... ... ... ... ... 1,774,821 012 6
Vietoria ... ... ... ... ... ... . .. 3,497,321 115 6
Queensland ... ... ... ... ... ... .. 6,992,223 6 14 8
South Australia ... ... ... ... ... T 447,531 014 8
Western Australia ... ... ... L 627,145 1 6 8
Tasmania ... ... ... TR o 47,595 0 3 114

Figures for all
States.
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Treasurer’s The Premier testified that he had received a Memorandum from the Treasurer in
Memorandum the following terms, dated 19th February, 1942, and headed “ War Purposes Appropria-

to Premier of 4: .
19th February, tion of £10,000 " :—

1943. “1 desire, for the protection of the Government, to have a record of my state-
ment when moving the second reading of the Appropriation Bill for £10,000 for war
purposes not otherwise provided for. This seems all the more necessary in view of

“ Gravely your recent Report to Cabinet of a gravely improper threat to interpose difficulties

,},’}“‘fg:f,?r in connection with G.C.A.’s required by the Government. I stated twice, i.e., both

when moving the second reading, and even more emphatically when replying to the
second reading comments, that, while only £10,000 was asked for, this amount would
be increased by G.C.A.s if required to any amount required. You will be able to
verify this by your own recollection. The war is too serious to justify any hold-up
of any money required by the Government for war purposes and an extra amount of
£5000 was made available by G.C.A. a few days ago for conservation of food purposes
though Parliament itself was in Session.”

It is impossible, in view of the established facts of the case, for the Committee to
concur in the Auditor-General’s view that there has been any noticeable tendeney in -
Committee Tasmania in the direction of a too frequent use of the emergency clauses of the

Cannot financial regulations,” and the unusually low total of Treasury expenditure in excess of
Agree With  Parliamentary authority in 1942-43 points in a precisely opposite direction, since it
Auditor- was only £47,595, the lowest figure since 1926-27, as, indeed, may be easily noted from
General. the list published in the Auditor-General’s Report for 1941-42, and the contents of pre-

vious Reports.

However, it is obviously proper for the Committee to deal, in detail, with the eight

Auditor- instances, when the Auditor-General (as he states on page 33 of his Report to Par-
General’s liament for 1942-43) ‘ withheld ” his report to the Treasurer that the amounts in ques-
ngtht es tion had been duly authorised by the Governor-in-Counecil, involving a total amount of

Ances. £7778 6s. 8d. It may be mentioned here that the Treasury sometimes receives no

report whatever from the Auditor-General on Governor-in-Council Authorities. This
appears to be contrary to the real intent and commonsense application of the Audit
Regulations, and, whatever view may be taken of the actual legal effect of the text of
those Regulations, the regular receipt of such reports by the Treasury from the Auditor-
Absence of General, whatever their nature, would certainly assist in securing rational co-operation
Reports from between the Auditor-General and the Treasury. This would in no way limit the Auditor-

éudimﬁ- General in reporting to Parliament in such terms as he might deem proper, according
eneral. to the facts of each case.
No official reports were received by the Treasury from the Auditor-General in
respect of the undermentioned Governor-in-Council’s Authorities in 1942-48 :—
Date. Department. Amount.
26.6.42.
The Judges. £ s. d
One Complete Set of Halsbury’s Laws of England 130 3 2
No Reports 30.1.42.
gecexved by Miscellaneous—Minister for Works.
reasury. Blackout Blinds for Davey-street Buildings ... ... 295 0 0
13.2.42,
Parliament House—Screening Lights for Brownout 180 0 0
19.6.42.
Miscellaneous—DMinister for Agriculture.
For the purposes of the Homes (Old Age Pen-
sioners) Act, 1940, for the year 1941-42 ... ... 1500 0 O
26.5.43.
Miscellaneous—Chief Secretary.
Item 14, Free Passes, &c., on Railways ... ... ... 700 0 O
To make provision for Clerical Assistance to the
3949 Australian Comforts Fund ... ... ... ... ... ... ... 70 0 0
.9.42,
Allowance to Public Relations Consultant for the
Government of Tasmania in Sydney ... ... ... ... 500 0 O
29.1.43.
Sundry Public Works Suspense Account.
Purchase of Hydro-Electric Commission’s Land and
Buildings, Salamanca-place .... ... ... . o s e 2000 0 O

29.6.43.
Miscellaneous—Minister for Agriculture.
Town and Country Planning. To provide for pre-
liminary investigations in connection with the
proposed legislation to be placed before Parlia-
ment to enable adequate provision to be made for
Town and Country Planning of Housing ... .... 500 0 O

Similarly, no reports were received by the Treasury from the Auditor-General in
No Renirzts respect of the year 1941-42. Following the Report of the Auditor-General to Parlia-
in 1941-42. ment for 1941-42, a file, regarding “ blackout blinds,” was obtained by the Treasury from
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the Public Works Department, and the Auditor-General’s letter to the Minister for
Lands and Works thereon, dated 16th February, 1942, indicates his attitude regarding .
Reports to the Treasury. This reads: “ The Honourable the Minister for Lands and é:g;tr‘;’i,'s
Works, Hobart—G.C.A. for £250—Black-out blinds, Davey Street buildings. With refer- a¢titude.
ence to my Memorandum of the 5th instant, I am now in receipt of advice from the
Director of Public Works to the effect that the cost of black-out blinds for the Davey
Street publie buildings should be charged to Item 17, Division No. 9 of the Appropria-
tion Aect, 1941-42. Under these circumstances, my report to the Treasurer required by
Section 21 of the regulations of the Audit Act, 1918, will not be furnished. The pro-
vision made by G.C.A. will therefore lapse. (sgd.) F. J. Batt, Auditor-General.”

The Auditor-General seems to have become confused in regard to the number of
Governor-in-Council Authorities not approved by him in 1942-43. In the paragraphs
under the heading of ‘“ Expenditure Authorised by the Governor,” printed on page 33 Auditor’s"
of his Report to Parliament, he certainly purports to be dealing with Governor-in-Coun- Statements
.cil Authorities (Audit Act, Regulations 20 and 21) in 1942-43, and states that  his Not Correct.
report to the Treasurer that the expenditure had been duly authorised was withheld
in eight instances and the authorities therefore lapsed.” He adds, “ These cases, with
the reasons for withholding them, are detailed hereunder.” That is not correct. In
his evidence before the Select Committee of the Legislative Council, also considering the
contents of his Report, in reply to a direet question, he supplied a tabulated return show-
ing that the number he did not approve in that year was six and the amount involved,
£3945. That is equally incorrect. In his list of “eight” as set out in his report to
Parliament, he has included three instances of * withholding ”* his report,” which relate
to the current year of 19438-44, and not to the year 1942-43, namely, Clerical Assistance
to the Australian Comforts Fund—£175, whieh was approved by the Governor on 8th July,
1943; Tasmanian Public Library, £1500, which was approved by the Governor on 17th
September, 1943; and Howard Road to Shipbuilding Yards, which was approved by
the Governor on 12th August, 1943. The Committee considers that more careful aceuracy pore
could be expected from the Auditor-General when reporting to Parliament. The num- Accuracy
ber of Governor-in-Couneil Authorities (Regulations 20 and 21) in connection with Could be
which he “withheld his report,” as not approved (and which therefore “lapsed ”) was Expected.
five in 1942-43, and the amount involved was £8770; the number he did not approve in
1943-44 up to the date of his Report for 1942-43 to Parliament (18th September, 1943)
was five, and the amount involved £4008 6s. 8d., total number eight. These eight in-
stances involved the sum of £7778 6s. 8d., as set out in his table on page 33 of his
Report to Parliament. :

The first listed G.C.A. that lapsed in 1942-43 on account of the Auditor-General’s Report
that it had been duly authorised, being withheld, was for £500. “ Allowance to Public
Relations Consultant for the Government of Tasmania in Sydney.”

This related to a prominent citizen of Sydney, who has long given voluntary and Public
efficient publicity and other services to the State without remuneration. It was decided Relations
in 1939 that his sphere of usefulness could be increased if he were given official status. g°§iglta£‘5t0‘0“ ,
It was, therefore, decided to designate him as ‘““Public Relations Consultant for Tas- yaney, :
mania.” This professional description is well-known in the United States, and is
becoming known in Australia, and the citizen in question is, in fact a Public Relations
Consultant. He has continued from 1939 up to date to discharge the duties of this
position for Tasmania in an honorary capacity. In view, however, of personal expenses
arising from valuable services to the Government of Tasmania and the State, it was
decided in' January, 1942, to pay him an annual allowance of £500 a year, and accord-
ingly provision for this amount was made in the Estimates for 1942-48. As, however,
the Government considered that some modest remuneration for valuable services ren-
dered was long overdue, it was decided to provide the amount by G.C.A. in anticipation
of Parliamentary approval, on the basis that salary would commence on 1st August by
a pre-payment of one quarter’s salary. In September the Auditor-General, in a Mem-
orandum to the Premier, asked to be advised of the circumstances which rendered the Government
proposed expenditure through G.C.A. a case of emergency, and was informed of the Accepted
facts just stated, and that arrangements had been made with the citizen in question as the Situation.
indicated. On 2nd October the Auditor-General indicated that he could not regard the
fact that commitments had been entered into before funds had been provided by Par-
liament as establishing a case for the utilisation of the emergency provisions of the
finanecial Regulations. The Government accepted this view of the position and agreed
to await appropriation of the amount in question by Parliament. The Legislative Coun-
cil subsequently insisted upon the excision of the Estimate in question.

The second listed G.C.A. which lapsed under similar circumstances was for £2000 for the Land at
purchase of Hydro-Electric Commission’s land and buildings in Salamanca Place. gplamanca

It was testified that the decision of the Government to purchase the Hydro-Electric bpace; Hobart

Commission’s property in Salamanca Place, Hobart, arose as a result of the Office Accom-
modation Board’s representations that there was urgent need for additional accommo-
dation for Public Departments and its recommendation that, subject to additions and
alterations, these premises would be suitable for the purpose. At the time, the pur-
chase was first under consideration, the valuation was £2000, and it was desired by the
Government that the transaction should be finalised without delay, so that reasonable
notice might be given to the Hydro-Electric Commission to transfer the property.



Provided in
Public Works
Execution Act.

Clerical
Assistance to
Comforts
Fund, £70.

The Treasury
to Auditor-
General.

Occasional
Genuine
Difference.

Further
Provision for
Comforts
Fund, £175.

The Treasurer
Objected.

Chief
Secretary’s
Memorandum
of 27th July,
1943.

(No. 49.)

i

Accordingly, steps were taken to provide £2000 by Governor-in-Council Authority. How-
ever, there were difficulties in securing labour to effect the required alterations immedi-
ately, and the Auditor-General raised a query as to urgency. Under these conditions,
it was decided to hold over the provision of money until Parliament met, and the amount
was subsequently provided in the Public Works Execution Act.

The third G.C.A. item listed on page 33 of the Auditor-General’s Report for 1942-43 was
11311 relation to an amount of £70 for * Clerical Assistance to the Australian Comforts
und.”

The facts are as follows:—

During the year the Government responded to representations made and agreed to
make some clerical assistance available to those in charge of this very patriotic fund.
It was then ascertained that no officer of the Public Service was available to be seconded
for this purpose, and accordingly the Committee of the Comforts Fund was requested
to select some suitable person, on the basis of a salary payment by the Government.
In order to do this, arrangements were made for the Governor-in-Council’s Authority for
£70 to cover a period to 30th June, 1943. Parliament was not then in Session. A
query was received from the Auditor-General as to “ why the proposed expenditure was
deemed a charge against the Consolidated Revenue” and also the circumstances which
rendered it “too urgent to await the sanction of Parliament.” He was thereupon in-
formed that the need for the G.C.A. arose from the decision of the Government to make
such assistance available, and that the urgency was that funds were required immedi-
ately to pay the salary of the officer appointed. The Auditor-General replied that ““ Par-
liament only had the right to make grants from Consolidated Revenue and consideration
by the Government for a purely voluntary movement did not justify recourse to the
emergency clauses of the financial regulations.” He also expressed the opinion that
the case might be covered by the Vote under Division 27, Item 29, of the Appropriation
Act “ For Unforeseen War Purposes not elsewhere provided for,” Treasury Miscel-
laneous. This vote being under the express jurisdiction of the Treasury subject to
approval of the Governor-in-Council, the matter was referred directly by the Premier’s
Department to the Treasurer, as requested by the Auditor-General; the Treasurer’s con-
currence was obtained and the £70 required to 30th June, 1943, was then made avail-
able. In regard to this matter and another involving £700, the Treasurer directed a
Memorandum to the Auditor-General which he received on July 1st, 1943, in course of
which the Treasurer intimated, “I am anxious to show expenditure of a like nature
under the usual heading and, for that reason, am disinclined to use the War Purposes Vote
for any service coming within the ambit of policy long recognised by Parliamentary
Votes. The Chief Secretary will, in due course, justify the excess on the free railway
pass Vote, and in my opinion, this is the most regular course to follow.” The Treas-
urer intimated, at the same time, that “there is bound to be an occasional genuine differ-
ence of opinion.”

The fourth G.C.A. item listed by the Auditor-General on page 33 of his Report for 1942-43
was for an amount of £175 for “ Clerical Assistance to the Australian Comforts
Fund.”

The facts here are as follows:—A provision of ‘£350 was made in the Estimates
for 1943-44 for “ Clerical Assistance to the Australian Comforts Fund.” In order to
release money for the payment of salary until the Estimates were passed, a G.C.A. for
£175 was approved by the Governor-in-Council, being one half-year’s salary. The
Auditor-General again inquired as to the urgency of the provision, and a reply was sent
to him in similar terms to that given in his query as to the earlier G.C.A. of £70 for
the Australian Comforts Fund. The Auditor-General thereupon suggested that “ there
was no apparent reason why £175 should not be charged to the same Vote as the £70,
namely, the Vote ¢ for the purposes not elsewhere provided for’.” On reference to the
Treasurer, he strongly objected for the following reasons: “ A G.C.A. for £70 to pro-
vide assistance for the Comforts Fund was passed towards the close of the financial
year, and charged to Division 27, Item 29, but it could be held, at that date, that the
expenditure was unforeseen, but how can I legitimately regard, as unforeseen, expendi-
ture which the Treasury now well and truly foresees, since arrangements have been
made, by a specific item in assistance of the Comforts Fund, in this year’s Estimates?”

In quoting in his Report certain correspondence in regard to this matter the Audi-
tor-General omits the essential details of the Chief Secretary’s reply to him of 27th
July, 1943, which was in the following terms: “ Your Memorandum of the 23rd instant,
regarding the G.C.A. for £175—Clerical Asgsistance for the Australian Comforts Fund—
is acknowledged, and it is noted that you consider the amount should be charged to
Miscellaneous Treasurer, Item 29, ‘for war purposes not elsewhere provided for’ in
the same way that the previous amount was charged. By suggesting this course, it is
assumed that you are advocating that the Government should not ask Parliament to
make special provision for the amount. Your ruling in regard to the first G.C.A. for
£70 was regarded as an expedient, but the Government is now anxious to place the
matter on a proper basis, and has included an item in the Estimates to cover the amount
required for 1943-44. As was stated in my reply to you of the 19th June, the G.C.A.
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is for the purpose of releasing part of this amount to enable the clerk at present em-
ployed to receive his salary. The effect of the Government’s action in providing an p )
amount in the Estimates will at least enable Parliament to discuss the item, whereas Olr;;)%ﬂunity
a charge against the Treasury Vote would mean that the necessary money can be made for
available without having to go through Parliament. The Treasury Vote has been re- Parliament.
garded as a provision for emergency expenditure arising during the year-—on that ground
the commitment now in question was met from the Vote up to the end of June. It
cannot be said that a full year’s expenditure, known at the beginning of the year,
represents an emergency, and, for that reason, it was decided to put the. item on the
Estimates.” The Auditor-General, in his reply to the Chief Secretary, makes no par- oo
ticular comment on the quoted communication, but reiterates the substance of his own égggf;‘l,s
view that emergency had not been established, and that it would not be regular for Reply to .
him to approve of payment under the G.C.A. indicated. The Auditor-General was asked Chief
by the Under-Secretary to reconsider his decision as the officer affected was being Secretary.
employed by the Comforts Fund and was, therefore, fully entitled to receive payment
for his services. The Auditor-General’s final reply, declining to alter his attitude, is
published in full in his Report for 1942-43. The Acting Under-Secretary testified: “ As
a result the Government found itself placed between a conflict of views of the Treasury Result of
and Audit officials. On the one hand the Audit Department would not accept a G.C.A. Auditer’s
in anticipation of the Estimates, and on the other hand the Treasury would not agree Action.
to adopt the Auditor-General’s suggestion that the expenditure be made a charge against
Division 27, Item 29. The propriety of the Government’s arrangements with the Aus-
tralian Comforts Fund was never questioned and agreement only was required as to the
correct heading for the expenditure involved. Accordingly it was decided to ask the
Comforts Fund to bear the cost until the passing of the Appropriation Act.”

Clearly, such a result of difference of opinion cannot be regarded as satisfactory wot Creditable
or creditable to the State. An important question of principle is involved in relation te the State.
to such differences. To this question of principle, very necessary allusion is made at
the end of this section of the present Committee’s Report.

The fifth listed: G.C.A. as set out on page 33 of the Auditor-General’s Report for 1942.43 G.C.A.
that lapsed because the Auditor-General withheld his repert that it had been duly %’:i(l’ f:"
authorised by the Governor-in-Council was for an amount of £700 for “free Conceccions.
passes and special concessions on railways and expenses incidental thereto.”

The facts are as follows:—There was an appropriation item for 1942-43 in “ Mis-
cellaneous, Chief Secretary, of £2000 (Item 14)” for “ freé passes and concessions on
railways, £2000.” During the year this was exceeded by approximately £700. In.
accordance with usual practice a G.C.A. for £700, to be charged against this item, was
arranged. On June 3rd, 1943, the Auditor-General enquired as to the reasons for the
excess, and was informed that the excess was required to meet commitments for conces-
sions to the Red Cross Society, the Australian Comforts Fund, the Women’s Land Army,
and the free transport on the “ Lurgurena ” of soldiers encamped on the eastern shore
of the Derwent, and was further informed that a number of accounts for these services
were awaiting payment. The Auditor-General replied to the Chief Secretary’s Depart-
ment, that, in his opinion, the excess expenditure of £700 should be charged against
Division 27, Item 29, of the Appropriation Act, namely, for ‘“war purposes not else-
where provided for.” The difference thus arising was referred by the Chief Secretary’s

Department to the Treasury through the Under-Treasurer, who replied as follows on
the 25th June, 1943 :—

“I am unable to agree that the excess expenditure can be properly met by an allo-
cation from the Treasurer’s Vote for “ war purposes not elsewhere provided for.” The
Chief Secretary’s Vote is a long established one in the Appropriation Act. The Vote gy
has been exceeded in the past few years. Last year’s excess, £467, was provided for Treasurei’s
by G.C.A. without question, although the excess was caused by similar concessions Memorandum
to those granted throughout this year. The accounts now outstanding include con- of 25th June,
cessions of a type which have been charged to this Vote for years. In my opinion .
it would be very harmful to good financial order to regard the Treasurer’s ‘ War pur-
poses not elsewhere provided for’ Vote as being available to meet excesses on any
established Vote on the excuse that the extra expenditure was due to war conditions.
It would be no exaggeration to say that every Department in the Service could
plausibly contend that an excess of Estimate was due to war conditions. It is very
obvious that the Treasurer’s Vote in question must be applied with utmost diseretion
if financial order, proper Departmental responsibility, and intelligible costing are not
to be upset. It is very important that the published accounts should be systematically « ¢1¢ 900 for
compiled, and be thoroughly intelligible to Parliament. An endeavour was made last War
yvear to show, by means of a schedule at the back of the Estimates, how the blanket Purpeses.”
Vote of £10,000 for ‘ War Purposes not elsewhere provided for’ had been applied.
But this was devised by the Treasury to record unusual expenditure, and any exten-
sion of it, in respect of regular Votes, would be the reverse of good financial order in
the Statements. The burden on the Consolidated Revenue is the same whether
charged or recorded against the Votes which form the regular and recognised system
%f clqsting,t or to a blanket vote which was intended to meet costs not recognised by
arliament.” ‘
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The Acting Under-Secretary testified to the Committee: “ The views expressed in
the Under-Treasurer’s Memorandum are in unison with those held by officers of this
Department. In endeavouring to obtain the G.C.A. the Department was trying to place
charges where they properly belong, and if the G.C.A. had been permitted to go
through, the item in the Appropriation Act, 1943, ‘ free passes and special concessions
on railways’ would have shown an expenditure of £2700 instead of last year’s Parlia-
mentary appropriation of £2000, whereas now, owing to the Auditor-General’s ruling,
expenditure under this item is incorrectly shown to be just the bare £2000 provided.”

The views of the Under-Treasurer, as expressed in his Memorandum of June 25th,
1943, were conveyed by the Chief Secretary’s Department to the Auditor-General. He
replied on the 30th June, 1943, that he was “still of the opinion the Treasurer’s Vote
for ‘War Purposes not elsewhere provided for’ could not only be charged with the
excess expenditure in question, but was intended to meet all such classes of expenditure

- arising out of war conditions, and to supplement the ordinary Votes for such payments
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would destroy any complete record of expenditure arising from the war.” He adds,
“1 shall be pleased if the matter be referred to the Treasurer, as he is aware of the pur-
pose for which the Vote was placed on the Estimates.”

Accordingly, the Treasurer invited the Auditor-General to attend in his office on
2nd July, for the purpose of discussing the G.C.A. for £700 indicated and a G.C.A.
issued on 29th June for £500 “ to make preliminary investigations in connection with the
proposed legislation to be placed before Parliament to enable adequate provision to be
made for town and country planning of housing.” The Auditor-General’s version of
what took place during this discussion on 2nd July, 1948, is presented on page 32 of
his Report to Parliament for 1942-43,

The Treasurer submitted certain sworn evidence to the Grants Commission in
Hobart on the 11th February, 1944, in regard to several statements in the Auditor-
General’s Report and tabled his evidence before the present Committee. He testified
to the Grants Commission as follows in regard to his discussion with the Auditor-General
of 2nd July, 1948 :—

“In February, 1942, the Auditor-General refused to give evidence before the Grants
Commission, although requested by the Commission. There was absolutely no justi-
fication for his refusal. The Auditor-General of South Australia is Chairman of his
State’s Disabilities Committee, whilst the Auditor-General of Western Australia has
often appeared before the Commission. Mr. Batt refused to assist Tasmania in its
claim. I was compelled, in the interests of the State, to dissociate myself publicly
from any responsibility for his,non-attendance. The Auditor-General has never for-
given me for my action on that occasion. In fact, he let it be known that he would
attempt to ‘ get even’ with me. It was then learnt, on most reliable authority, that
Mr. Batt made the very grave and improper threat to impose difficulties in connection
with G.C.A.s required by the Government. This threat was reported to Cabinet, and
is recorded in a Memorandum which I was obliged to write to the Premier concern-
ing provision of funds for war purposes. On page 32 of his Report for 1942-43, the
Auditor-General has raised what, on the face of it, appears a most important issue,
and one which, unless seen in its proper perspective, reflects serious impropriety on
my part. The Auditor-General’s version of the conversation on July 2nd, 1943, is a
distortion, and I say that the two G.C.A.’s in question were a proper charge against
the Consolidated Revenue Fund of the year in question. As a matter of principle the
expenditure should have been debited against the accounts for 1942-43. The ex-
penditure was incurred in that year, and correct accounting therefore required that
the amount be brought into account during 1942-43, and not during 1943-44. I may,
perhaps, be excused in adding that I suspect that the Auditor-General quoted this
interview, which I regarded as of a purely personal character, in order to embarrass
me in my relations with the Commonwealth Grants Commission. It is quite apparent,
however, that he has little appreciation of the Commission’s principles and methods.
The total expenditure involved was £1200. The Grants Commission, in all its calcu-
lations, works to the nearest £10,000, and rounds its grants off accordingly. The
amount in question, therefore, could not possibly influence the amount of the grant
by one penny.”

It is clear to the Committee that there was a grave difference of opinion between
the Treasurer and the Auditor-General as to the original intention and proper appli-
cation of the £10,000 provided by Appropriation for “ War purposes not elsewhere pro-
vided for,”” a formula adopted after consultation with the Auditor-General. This
formula has consequently been altered in the Appropriation Act for 1943-44 and now
reads:—* For unforeseen purposes arising out of war conditions and not recognised by
Parliament as coming within the ambit of specific Departmental Votes (Items to be
approved by the Governor-in-Council).” The new formula removes all doubts about
this matter and is in accordance with the T'reasury opinion that the money provided, or
any G.C.A.’s issued and to be charged against this Vote, must be confined to war ex-
penditure, or expenditure arising out of war conditions, which are of a plainly reason-
ably unforeseen character, and were not consequently provided for in the Appropriation
Act, except to the amount as qualified by the new terminology quoted. It was festified
that when asking Parliament to provide £10,000 under the old formula for “ War pur-
poses not elsewhere provided for” the Government’s sole intention was that this Vote
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should be kept for expenditure of a purely unforeseen character, hence, indeed, the The
additional qualification “ To be approved by Governor-in-Council.” However, the new Goyernment’s
formula admits of only one interpretation and complies very precisely with the Govern- Orlgl?,al
ment’s original intention in these regards. Intention.

The sixth G.C.A. listed by the Auditor-General on page 33 of his Report for 1942.43 as Town and
having lapsed in consequence of the fact that he withheld his report to the Treas- Country
urer that it had been duly authorised by the Governor-in-Council was for £500 for £P51:63mng,
preliminary investigation in connection with the town and country planning. )

The facts are as follows, as testified by the Manager of the Agricultural Bank:—
On the 16th June, 1943, the Minister for Agriculture forwarded an Executive Coun-
cil Minute to the Treasurer for £500 for town and country planning and full particu- .
lars were supplied to the Treasurer on 22nd June. The explanation stressed the fact Xesﬁlmﬁny ‘;f
that the amount required was “not- for house planning ” but “ rather for the re-plan- =t ! ura
ning of urban, suburban, and rural areas.” It was further testified that the matter had Manager.
been brought under the attention of the Minister in charge of the Agricultural Bank,
who, for some-time, had authorised investigations into the position by both technical
and administrative officers of the Bank, and that these officers had been engaged “in
making investigations and preparing legislation to give effect to the recommendations
made.” It was further explained that, at the time this work was undertaken, the
magnitude of the task was not apparent, and, in consequence, no application had been
made for a special vote. A fair allocation, in the practice of the past, was stated to be
(1) Proportion of salaries of architectural staff in investigating, making reports, and
framing legislation, £300, (2) proportion of travelling expenses, £50, (8) proportion
of salaries of other Bank officers, £100, and (4) proportion of general administration
costs, £50, or a total of £500. The Manager of the Agricultural Bank further testified
to the Committee: “ On the morning of 30th June it was ascertained that the Minute g5 Morning
had not reached the Treasury, although it was known that it had received the approval of 30th June,
of the Governor-in-Council. As a result of this action, the course of the Minute was 1943. ‘
accelerated and after receipt by the Treasurer at about 2.30 in the afternoon, it was
immediately forwarded to the Auditor-General for his approval. In anticipation of his
approval, the necessary contra-voucher was deposited with the Treasury so that there
would be no delay in effecting the transaction before the close of the financial year.
Unfortunately, the Auditor-General apparently failed to report to the Hon. the Treasurer Failed to
and, so far as I'am aware, no inquiries or investigations were made in this Department geport to
by the Auditor-General.” On 1lst July the Auditor-General addressed a Memorandum Treasurer.
to the Minister for Agriculture stating that the G.C.A. in question had reached him
“too late yesterday afternoon to make any inquiry whatever. The G.C.A., therefore,
automatically lapses.” On 2nd July he addressed the Memorandum to the Premier,
set out on page 32.of his Report to Parliament. It was claimed by the Manager of
the Agricultural Bank, in his testimony to the Committee: “ It will be observed by the
narrative that steps were taken to adjust the matter of this expenditure early in June;
that the most exhaustive inquiries were conducted by the Under-Treasurer, and that
the information obtained by him (and which satisfied him as to the validity and correct-
ness of the procedure and the subject matter of the Minute) was submitted to the
Auditor-General with the Minute approved by the Governor-in-Council.”” The unfor- Effect of
tunate effect of the lapsing of this G.C.A. for £500 has undoubtedly been to cast a bur- 4\, iftors
den on this year’s Consolidated Revenue for expenditure incurred in 1942-43, and pro- Action.
perly chargeable to that year.

The seventh G.C.A. listed by the Auditor-General as lapsing by a withholding of his
report to the Treasurer that it had been duly authorised by the Governor-in-Coun-
cil was for £2333 6s. 8d. for Howard Road to Shipbuilding Yards.

The simple facts are as follows:—On 27th July, 1943, the Minister for Lands and .
Works was advised that Cabinet had decided that Howard Road to Shipyards would .
be completed at a cost of £3500, one-third of the finance to be found by the Glenorchy HOW‘I’;’Fd Road
Municipal Council and the other two-thirds by the Government. The instructions were lt)?xildixlng
to complete a G.C.A., Miscellaneous Minister for Works, for £2333 6s. 8d., and to include yvargs, £2333.
the amount in the Estimates for 1943-44. The G.C.A. was prepared on 29th July, 1943,
and had no relation to any of the State’s accounts for 1942-43. The Auditor-General
questioned the. urgency of this provision and the G.C.A. lapsed. But it was testified to
the Committee by the Director of Public Works on the 8th March, 1944, -that in any
case “owing to the non-receipt of the Glenorchy Municipality’s contribution the work
has not been proceeded with.” '

The eighth G.C.A. listed by the Auditor-General on page 33 of his Report for 1942-43 as
having lapsed because of the withholding of his report to the Treasurer that the ex-
penditure had not been duly authorised by the Governor-in-Council was for £1500
in connection with structural alterations at the Tasmanian Public Library, now the

- State Public Library. : ‘ T ' '

The facts of this case, as testified, are as follows :—At the end of --May, 1943, the T .
Chief Secretary received from the Trustees of the Tasmanian Public Library a request papper
for the Government to undertake certain structural alterations and re-arrangements, Library,
including additional shelving and re-decoration, in accordance with proposals formu- £1500.

lated by Mr. H. L. White of Australia’s National Library at Canberra, who had assisted
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the Government with the new library legislation, and which alterations and- arrange-
ments were designed to secure the minimum of accommodation and facilities under the
State Library Act. The services of an architect were made available, and plans, and
an estimate of cost, were supplied to the Trustees at the end of August. On Tth Sep-
tember, 1943, the Premier requested the Minister for Lands and Works to have the fol-
lowing item included in the schedule of the forthcoming Public Works Execution Bill,

namely, “ Tasmanian Public Library, structural alterations, electrical installations, and

purchase of furniture and equipment, £1500.” It was pointed out that.most of the fur-
niture and equipment would be available for eventual transfer to the proposed new
State Library Building, but -that, in any -case, as the existing building would probably
have to be used for the next three of four years, the expenditure was necessary. " The
Minister concerned was also informed that a good deal of equipment was urgently
required and that a Governor-in-Council Authority (for inclusion in the schedule under
the heading-“ Works in progress under the authority of the Governor-in-Couneil ’) was
therefore justified. The Minister for Lands and Works advised the Director of Public
Works on 13th September,-1943, that he felt, after a conversation with the Under-
Secretary, that a G.C.A. should be obtained for the full amount of £1500, as this would
enable tenders to be called and -a commencement made with the work much earlier than
would be the case if the passing of the Public Works Execution Bill in Parliament had
to be awaited. Accordingly, the Governor-in-Council approved of a G.C.A. as indicated
for £1500 on 17th September, 1943. On 22nd September, the Auditor-General requested
the Minister for Lands and Works to inform him as to the circumstances which ren-
dered this proposed expenditure by G.C.A. a matter of urgency. On 29th September,
the Minister replied to the Auditor-General in the following terms:—* Both the Govern-
ment and the Library Committee are anxious for the work to commence as early as
possible, particularly as members of the staff are at present working under conditions
which are far from satisfactory, and, in particular, the lighting arrangements are in-
adequate. If the G.C.A. is approved, it will enable tenders to be called, and a com-
mencement made with the urgent work much earlier than if we have to wait until the
Public Works Execution Bill passes both Houses of Parliament.” Parliament had com-
menced its Session on 21st September, 1943, and on 6th Octobér, the Auditor-General
drew attention to the fact that Parliament was sitting and maintained that it would
not be regular for him to issue his report to the Treasurer that the payment had been
duly authorised.” Consequently, the G.C.A. approved on 17th September lapsed and it
was decided to await Parliamentary approprlatlon in the Public Works Execution Bill,
to which the Governor’s assent was given, as an Act, on 25th November, 1943. But
owing to the work obviously being of an urgent character, and to facilitat'e completion
as soon as possible, the Trustees of the Tasmanian Public Library were authorised by
the Governor-in-Council on the 5th November, 1944, to use their reserve funds tempor-
arily to the amount of £1500, so far as required, for the purposes stated, pending the
voting of this sum by Parliament.

The above completes the examination of the facts in regard to the eight cases of
G.C.A.’s listed as lapsed by the Auditor-General in his Report for 1942-43, and atten-
tion must now be given by the Committee to the important question of principle and law
raised by this lapsing. Should the fiat of the Auditor-General in regard to G.C.A.’s be
final, ‘and does the law intend it to be so? If the answer, in both cases, is in the
aﬁ'irmatlve, the further question is whether Parliament intends that this should be so?

-‘And in the terms of the plesent law, should the Auditor-General always report to the

Treasurer in regard to G.C.A.’s or, as Regulation 21 requires, convey “ intimation to the
Treasurer of-every Authority issued by the Governor-in-Council?”’ = The Under-Treas-
urer testified that ‘“ several years ago it was decided that no application for emergency
funds could be submitted by a department without the consent of the Treasury. This
rule is in conformity with Tredsury functions and established practice elsewhere. Our
system is undoubtedly more rigid than in most countries, in that Parliament does not
provide a Vote in ‘the form of an advance to the Treasurer. The preliminary investi-
gations of the Treasury are made to see whether the call for the excess expenditure is
really so urgent as the department supposes, and whether in particular, by hook or by

crook, the expenditure cannot, without detriment to the Public Service, be postponed to

the coming year so that it may be included in that year’s Estimates. In the exercise of
its. functions in this regard, the Treasury occasionally 1eJects applications after investi-
gation and discussion w1th the department concelned and has expeuenced no diffi-
culties in this respect.” .

Usually Tr easury-approved applications for G.C.A. s by the departments are initialed
by the Treasurer and the Under-Treasurer before submission to the Governor-in-Coun-
cil, and it seems very regrettable indeed that the Auditor-General should have stated
in evidence, that since the time when the Tleasurer s initials have become attached to
such documents the Under-Treasurer’s initials “ counted for nought with him,” for the
Under-Treasurer testified that, though he had * on some occasions declined to attach his
signature,” he “could only recall a single instance on an unimportant matter, but a
question of princi'ple was involved, when the Treasurer was rather insistent and he had
The Under-Treasurer served for eight or nine years in the Audit
Department as Chief Inspector and, in another part of his evidence the Auditor-General
expressed his opinion of him in the following terms: “ Mr. Steele is an old Audit officer,
and again: “I got a ruling from the
Under-Treasurer, whose opinions I respect and value.” The Treasurer, who could not
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give evidenece, explained to the Committee that there was no warrant whatever for any
assumption that he ever put any sort of pressure on members of the State Finance Com- No Pressure
mittee or any Treasury officials, and that, plainly, their technical advice to him would on Officers.
be altogether worthless to him if they felt that their convictions in regard to correct pro-

cedure, must be made to suit whatever happened to be his own view or that of fthe
Government.

In evidence the Auditor-General indicated that the numbers of G.C.A’s in 1942- Total
43 (Audit Regulations 20 and 21) totalled.217, amounting to £147,989. This appears G-C.A’s in
to be made up as follows:—£58,522 ‘“ excess,” £42,281 “new purposes,” and £47,186 %%2-43 was
‘“arising out of the war.” The following is the Treasury view of the position:— :

£ s. d.
“1. Items pending passing of Appropriation Aet ... ... ... ... 53,6483 6 0
2. Excess on Votes pending passing of Appropriation Act 61,590 1 2
3. Sundry Public Works Suspense Account (Loans) Money 26,844 10 0 The Year’s
4. Federal Aid Roads Funds ... ... ... ... ... ... .. .. 6,150 0 0 Details.
£148,227 17 2

“ Item 1. Represents expenditure subsequently Voted in,the Appropriation Act, Large Number

passed on 10th November, 1942, and, therefore, not in the excesses (£47,710 6s. 9d.) Formal.

on Votes of Parliament for 1942-43. Furthermore, the £53,643 6s. included £30,625 for

Civil Defence and Civil Evacuation, which would ordinarily be covered by the Supply

Act had it not been found desirable to alter the designation of individual Votes, to con-

form to the Commonwealth’s classification, which was unknown when the Votes for the

previous year were passed. The Governor-in-Council’s Authority in this case merely

gave formal authority to the new headings in the accounts, compiled in a form which

would facilitate recoup claims on the Commonwealth.

“Item 2. Represents the total gross amount authorised, but the actual expenditure ygan Total
under the Governor’s Authorities was £138,995 7s. 11d. less, making the actual total of Expenditure.
excesses £47,594 13s. 3d.- :

“Item 3. Represents Loan moneys expenditure, having no relation to the excess in No_Relation

Consolidated Revenue Votes. . _ %)Stliﬂ:lt:iis in
“Item 4. Represents formal temporary authority to allocate Federal Aid Roads Votes.
Trust Fund moneys.” Formal and

Temporary.

The number of G.C.A.’s (Regulation 20 and 21) issued while Parliament was sitting
in 1942-43 was 31, and of this number, 26 were for “ excesses in detail” and five repre-
sented cases of emergency for which there was no express application Vote. The total
number of G.C.A.’s was 217 as already stated. ’

In regard to the “ Audit Act, 1918,” and its applications in respect to the matters
discussed the pertinent Regulations read as follows:—

“20. No expenditure shall be incurred in excess of any Vote of Parliament or for Audit Act,
any purpose not provided for by Parliament, unless such expenditure has been 1918, Quota-
authorised by the Governor, and the Governor shall issue such authority in cases '™
of emergency only.

“21. Intimation shall be conveyed by the Auditor-General to the Treasurer of every
authority issued under the preceding Regulation; and it shall not be lawful for the
Treasurer to make any payment under such authority without the previous report
of the Auditor-General that the payment has been duly authorised: -The Auditor- “Intimation
General, before appending his report, may make such queries or observations, Kf tlfl"‘:fty v
addressed to the Treasurer or other Ministers, and ask for such explanation as he 2"oH%:

may deem necessary, and upon making such report he may attach any observation
he may deem advisable.

“22. After the lapse of every financial year, the Treasurer shall prepare as soon
as practicable supplementary estimates of all expenditure during such financial year, Supplementary
which is in excess of any Vote of Parliament, or has been incurred for any purpose Estimates.
not authorised by Parliament. All such supplementary estimates shall be, without
delay, submitted to the Governor, and transmitted by message from the Governor to
Parliament. Authorities issued by the Governor under Regulation 20, which are not
afterwards confirmed by Parliament during the following financial year, are to be
considered as having lapsed.” - : .

If everything is not clear in the quoted texts, the Committee considers that there “ Auditor
is one matter that does seem to be beyond dotibt, namely, that the Auditor-General should IS{houlgz .
“report to the Treasurer ” in connection with every G.C.A. issued by the Governor-in ng:;ure‘; »
Council under these Regulations, and, therefore, quite apart from any question of past greach of
practice, the opinion is expressed by the Committee that this should be done in every Audit Act.
ingtance in the future. It appears to be an express and very direct breach of the Audit
Act “not to report to the Treasurer ” and it is clearly desirable that such a report
slkl)ould be invariable. This would apply equally to G.C.A.’s to which the Auditor-General
- objects. '
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Do the above texts confer upon the Auditor-General power to veto a G.C.A. and
cause it to “lapse automatically” because he questions its propriety? It should be
said that Regulations 20, 21, and 22 are designed to provide for a method of control
over expenditure authorised by the Governor in accordance with provisions of the Audit
Act, 1918, relating to the control of expenditure authorised by Parliament, vide especi-
ally Sectlon 15 of the Act relatlng to the issue of warrants for the issues of moneys
which are ‘“legally payable” under Parliamentary authority. Under that section it
will be observed that the Auditor-General is required to certify that the amounts men-
tioned in a warrant are available for the purposes specified therein. It can be main-
tained, with seeming justification, that similarly, under Regulation 21, the report of the
Auditor-General referred to in that Regulation is a report to the Treasurer that the
authority of the Governor-in-Council for the particular expenditure is in order and
that funds therefrom are, therefore, available.

In this view, the powers of the Auditor-General, under Regulation 21, are confined
to reporting that the Governor’s authority has been duly given and to making such
queries, or asking for such explanations as he may think necessary, and to making such
observations on the proposed expenditure as he thinks desirable. If this view is correct,
it would appear that the functions or powers of the Auditor-General, under this Regu-
lation, do not extend any further, and it would therefore seem clear that the only
“authority ”’ contemplated by Regulations 20 and 21 is the authority issued by the
Governor-in-Council and not any authority given by the Auditor-General. The Com-
mittee considers that if Parliament had intended that the Auditor-General should have
a power of veto on expenditure under the authority of the Governor-in-Council, it would
surely have provided expressly to this effect. It follows, therefore, that the Auditor-

" General, in deahng Wlth authorities of the Governor under Regulatlon 20, does not in

any sense himself ‘authorise’ the expenditure, but reports whether or not the expendi-
ture has been duly authorised, i.e., by the Governor.

It would be impossible in practice to give any inclusive definition of the meaning of
“emergency ” in Regulation 20. The same expression occurs in other places in the
Act (see, e.g., Section 15 (8)). What is contemplated apparently is the sudden or un-
expected occurrence of a state of affairs not contemplated by Parliament in the pro-
vision of funds under the Appropriation Aect. The emphasis is on the sudden or un-
expected nature of the expenditure for which the authority of the Governor-in-Council
is required, and not on any idea of pressing need for the expenditure (see the definition
of “emergency ” in the Shorter Oxford Dictionary). In other words, what appears
to be contemplated in a state of affairs which could not have been provided by Par-
liament in advance, and which arises suddenly. It is not necessarily confined to urgent
or critical matters. It seems to the Committee that Parliament has by Regulation 20 con-
ferred on the Governor-in-Council the power of confirming in effect what is an emer-
gency, subject to later confirmation by Parliament as provided by Regulation 22.
The Auditor-General may disagree with the opinion of the Governor-in-Council on this

"question, and is entitled, under Regulation 21, to report as he thinks fit on the question.

When it comes to the textual interpretation of Acts of Parliament, it is almost
inevitable that legal opinions will differ, and the Committee had under consideration
legal opinions on the texts of the Regulations of the Audit Act, 1918, in relation to
the matters discussed, of the usual conflicting character. Parliament could express its
real will in these respects, through amendments to the Audit Act, 1918, but if the
Committee’s general interpretations are accepted in practice, and the co-operative modes
of procedure which it is suggesting are brought into operation these actual amendments
of the laW'mlght be considered quite unnecessary, at all events pending the test of
experience in regard to their results.

No very definite conclusions as to the real 1ntentlons of Parliament in these respects
in connection with the enactment of the Audit Act, 1918, can be derived from a study
of the relevant contents of previous Audit leglslatlon in this State. However, it is at
least interesting to note that under the provisions of the Audit Act, 1877, it was not
lawful for the Governor-in-Council to authorise any expenditure ‘for purposes not
recognised or provided for by Parliament unless in cases of emergency—but this Regu-
lation shall not apply to cases of excesses in the details of Establishments, not being
salaries.” Thus ‘““excesses in details” required, in those times, no particular applica-
tion of emergency, except in regard to salaries. Under the provisions of the Audit Act,
1888, it became unlawful for the Governor-in-Council to authorise expenditure “ for pur-
poses not provided by Parliament unless in cases of emergency or excess in the details
of Establishments.” Thus “ excesses in details ”’ again required no sanction of “ emer-
gency,” but the excision of the words “not being salaries,” as in the text of the
legislation of 1877, has, of course, its own particular significance. Under the pro-
visions of the Audit Act, 1901, and the Regulations in its schedule, the law became con-
siderably altered and the relevant Regulation read: ‘ No expenditure shall be incurred
in excess of any Vote of Parliament, or for any purpose not provided by Parliament,
unless such expenditure has been authorised by the Governor-in-Council, and the Gover-
nor-in-Council shall issue such authority in cases of emergency only.” Thus in 1901
for the first time, both ‘ excesses in detail ” and “ purposes not provided for *” became
subject to the condition or contingency of “emergency.” In all the Audit legislation,
prior to the Audit Act, 1918, there was always some provision prohibiting actual pay-
ments from amounts authorised by the Governor-in-Council until a report had been
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received from the Auditor that the expenditure had been * duly authorised.” In actual An Interesting
fact, Regulations 20 and 21 of the Audit Act, 1918, are identical with Regulations 19 Fact.
and 20 of the Audit Act, 1901, except that ““ Auditor ” has become “ Auditor-General.”

The question as to whether the Auditor-General should, or should not, have a power Imstructive
of absolute veto in connection with G.C.A.’s, was raised, in 1931, in this State, not as Incident in
a matter of the interpretation of texts in the Audit Act, but as a grave issue of practical 1931
public policy. On 18th August, 1931, the then Auditor-General (late Mr. E. H. Prety-
man) reported to the Treasurer unfavourably in relation to a G.C.A. for £800 as a special
subsidy to the North Mount Farrell Mine. A little later the then Minister for Mines
(now Sir Claude James) sent a Memorandum to the Treasurer in the following terms:—

“1. The Auditor-General’s query herein seems to me to raise a most important ?;‘;ngéat‘:)de
issue. : Treasurer.

“2. The position is that the Government is called upon to meet a situation which,
in some aspects, is tantamount to a national emergency, and upon that account the
Cabinet is forced to take from time to time steps in regard to the expenditure of

public funds which are without precedent and which in normal times might be ques-
tioned.

“ 8. If the Executive Government is to function effectually in these present extra- Auditor-
ordinary circumstances, the Cabinet must be in a position to authorise, with the General’s
approval of the Governor-in-Council, the expenditure of relief moneys in such reason- Fosition.
able avenues as will, in the judgment of Ministers, afford the maximum relief, not
only to men actually unemployed, but also in directions calculated to prevent further
unemployment. Such considerations are obviously matters of policy for which the
Government must accept responsibility; if that policy is held by the Parliament to
be unsound, and if the appropriation of the money now in question is challenged by «Not
the Legislature when the Estimates are presented, the Government would have to con- Responsible
sider its position. It cannot be held that the Auditor-General is expected by Par- for Policy of
liament to become responsible for the policy of the State. Nor can the decision of State.
the Executive to expend money on urgent and essential unemployment relief be sub-
ject entirely to the concurrence or otherwise of the Auditor-General.

“4, In the present instance, the subsidy is provided to meet an emergency, and the
amount will be included in the Appropriation Bill; its withdrawal at the present time
would result in the immediate closing of the North Mount Farrell Mine, thus throw-
ing some 500 persons at Tullah on the State for sustenance. The whole of the papers

relating to the payment are available for the Auditor-General’s perusal. (sgd.) Claude
James, Minister for Mines.”

Neither the Audit Department, nor the Treasury, can be regarded as infallible, .
‘and, in respect to the action of the Auditor-General in ““ withholding his report” to the I,Felther
Treasurer, on five occasions in 1942-43, as shown, and thereby causing (as he claims) Anaitor are
those G.C.A.s to ““lapse,” illustrates this truth. For, in the Committee’s opinion, Infallible.
in at least three instances, any impartial examination of the whole of the facts must
lead inevitably to the conclusion that the Auditor-General was essentially wrong in his
judgment and that his action- was unjustified.

The opinion.is expressed by the Committee that (1) the Auditor-General has, not
to-day, and should not have, any power to “veto” expenditure under the authority of Committee
the Governor-in-Council; (2) he should invariably report in accordance with the Act Holds Auditor
to the Treasurer that expenditure has been duly authorised by the Governor, if he is l‘:gghfl‘;r
satisfied, in fact, that it has been so authorised by the Governor; (8) if he disapproves should have,
of any expenditure authorised by the Governor, that fact, with the reasons for his dis- any Power of
approval should be set out as an attachment to his report to the Treasurer; (4) fol- Veto.
lowing any report from the Auditor-General to the Treasurer, accompanied by an
attachment that expresses the Auditor-General’s disapproval of a G.C.A., the Treas-
ury should consider every possible alternative course likely to be satisfactory to the
Auditor-General, provided that the circumstances of the case and time permit of
this being done; and (5) if it proves impossible or impracticable to provide a basis
of agreement between the Treasury and the Auditor-General in regard to a par-
ticular G.C.A., the Auditor-General should set out the whole of the faets in
his Annual Report to Parliament in such terms as he deems fit; and (6) Ministers of
the day must accept the responsibility of subsequently justifying to Parliament and
the public the expenditure thus incurred through a G.C.A. of which the Auditor-
General has disapproved.

The Auditor-General, in co-operating on the basis of these proposals, should set out S
clearly in every case in his report to the Treasurer that the expenditure has been duly Co-Operation
authorised by the Governor, if satisfied that it has, in fact, been so authorised, but, l(’;’;n‘:;:}‘t"r'
where he disapproves, he should attach to his report to the Treasurer a supplementary Required.
report expressing his disapproval, and his reasons for such disapproval, in such

terms as he deems fit, together with any suggestions for any alternative course, if such
is, in fact, practicable.

The attention of the Committee was directed to the provisions of Sections 22 and Surcharging
28 of the Audit Act, 1918, which empower the Auditor-General, in certain cases, to the Treasurer.
“ surcharge the Treasurer,” and direct the Treasurer to take action for the recovery of "
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any deficiency or loss arising from the fraud, default, mistake, or error of any account-
ing officer. The surcharging provisions are expressed to apply to cases of expenditure
without the authority of the Governor and it appears to be provided that in such cases,
if any should arise, the surcharge of the Auditor-General would be directed to the
Treasurer himself.

The sections of the Tasmanian Act are not very clear. It may be noted that the pro-
visions of the Acts of the Commonwealth and most States make clear and specific pro-
vision for the surcharging of the accounting officer or other person concerned and require
the Treasurer (to whom surcharges are reported) to take such measures as he thinks fit
for recovering the amount of any such surcharge (see Commonwealth Act, S. 43 (2),
N.S.W. 8. 47 (1), Queensland, S. 34). The South Australian Act refers to “ surcharg-
ing the deficiency,” which apparently has the same significance. The Victorian Act is
in very much the same terms in this respect as the Tasmanian Act, and speaks of * sur-
charging the Treasurer.” An examination of all the legislation shows clearly that
Sections 22 and 28 of the Audit Act of this State do no more than provide for a system
similar to that in the Commonwealth and the States of New South Wales and Queens-
land where the language is more precise and less antiquated, and that the power of sur-
charging is one to be applied against “ defaulters ™ (as the head note to Section 23 says).
It is somewhat difficult to follow the application of Section 23 to cases other than those of
“ deficiency or loss,” that is, to cases where expenditure has not been properly author-
ised, but this matter is of theoretical interest only.

The provisions of Regulations 20 and 21 of the General Regulations in the second
Schedule to the Audit Act, 1918, relating to expenditure under the authority of the
Governor-in-Council, are, it seems, unique in the financial legislation of the Australian
States and the Commonwealth. Provision is made in the mainland legislation for the
transfer of expenditure from Votes on which there is a surplus unexpended to items
on which the amount voted has been exceeded, and, in some cases, for expenditure in
excess of appropriation out of the Vote ‘“ Advance to the Treasurer,” but no pro-
cedure comparable to that of Tasmania can be found in any other State.

The Committee notes that another remarkable difference is the total absence in
the Tasmanian Audit Act of any power to enact any Regulations, so that the only Regu-
lations in existence are those printed in the Act itself, and they cannot be amended, or
added to, in any way except by an amendment of the law. The New South Wales
Audit Act says, “the Treasurer may make such Regulations, not inconsistent with
the provisions of this Aect, as appear to him to be necessary, or expedient,” for various
listed purposes, but all such Regulations can be disallowed by resolution of either
House of Parliament. In Viectoria, the Governor-in-Council can frame Regulations from
time to time, which must be laid before Parliament, but there is no express provision
in the Act for any disallowance by Parliament. In Queensland, subject to disallow-
ance by the Assembly, the Governor-in-Council has plenary power to make Regulations.
In South Australia the Governor-in-Council may make any Regulations “ for any of the
purposes required, permitted, or contemplated ” by' the Audit Act, and there is no
express provision for any power of disallowance by either or both Houses of Parliament.
In Western Australia the Governor may make Regulations not inconsistent with the
Audit Act and they must be laid before Parliament, but there is no express provision
for any disallowance by Parliament. The Commonwealth Audit Act gives the Governor-
General power to make Regulations, and there is no express provision for any sub-
mission to Parliament. In all these cases, however, it is probable that Parliament can
disallow Regulatlons (where this is not expressly enacted in the Audit Act) in conse-
quence of the various Interpretation Acts.

Reference 6, being “ Expenditure Authorised By The Governor,” allusion to which is made
on page 33 of the Auditor-General’s Report for 1942-43.
Sufficient comments have already been made by the Committee on various aspects

of this question, which was considered in relation to details, and also as a matter of
principle.

To the Committee, the Auditor-General’s apparent refusal to recognise the clear
distinction between a Governor-in-Council’s Authority for expenditure in excess of an
Appropriation Vote, and a Governor-in-Council’s Authority for expenditure for which
there is no Appropriation Vote, seems altogether wrong and unjustified. For genera-
tions this distinction has been drawn, year after year, in the year’s “ Supplementary
Estimates.” Clearly both classes of Governor-in-Council Authorities for such purposes
can only be issued in cases of emergency as set out in the Audit Act. But “ emergency ”
is a term quite incapable of anything like satisfactory definition. It might be defined
as an ‘“unexpected necessity,” but even such an expression would become a matter of
interpretation. It is, however, clear, firstly that a lesser degree of ‘“ emergency ”’ would
justify a Governor-in-Council’s Author ity for expenditure in excess of an Appropriation
Vote than would be requlred to justify a Governor-in- Council’s Authority for expendi-
ture for which there is no Appropriation Vote. For in the one case, Parliament has
approved of the policy involved, and in the other case, Parliament has had no opportunity
of considering the policy concerned. Secondly, it seems equally clear that the Governor-
in-Council is a better authority on the whole question of what constitutes an * emer-
gency ”’ than the Auditor-General, not only on a prior: grounds, as having much more
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knowledge of the facts, but also because, under responsible government Ministers are

under even more direct responsibility to Parliament and to the public than the Auditor- Clear C ¢
General, who is only a checker of correctness, but one who can and should report to yiicteris]
Parliament everything which he considers incorrect, if the circumstances, in his opinion, Responsibility.
are such as to warrant such report. Nor, in the opinion of some, is the Governor

entirely without certain personal rights in these respects in the counsels of the
Governor-in-Council, though in general he should not advise his advisers.

The difficulty which arises in these matters, and one which seems to recur from time
to time, is that there can be no precise definition (or even limitation) in the legal or
constitutional sense of the administrative powers and functions of Cabinet and the
Executive. These powers and responsibilities rest substantially on good and reason-
able practice and to some extent upon precedent, although the latter factor becomes
modified in the course of time. As an example of Executive responsibility, when the late
Sir Herbert Nicholls was Attorney-General, the Governor of the day, who had possibly, when Sir
an undue sense of the Governor’s powers, demurred at a certain - G.C.A. as pre- Herbert
sented to him for approval, upon the ground that the proposed expenditure was not of Nicholls was
an emergency nature, and should, therefore, await inclusion in the Appropriation Bill étt"““l’y'
then in the course of preparation. The minute was then withdrawn. It should be noted """
here, however, that a proposed G.C.A. must be for a reasonable and proper purpose. If
it could be held that a G.C.A. was for a purpose of very clearly doubtful propriety, and
if the Governor accordingly refused to sanction a proposed expenditure of that nature,
his action would, no doubt, be upheld. Audit authority at one time held that the Gover- ggvernor's
nor, as such, was absolutely entitled to withhold approval to a G.C.A., but that concept Personal
is not really tenable except in circumstances so far without precedent. However, in Authority.
the case quoted, a meeting of the Executive Council was summoned the next day and
that particular minute was again presented with the advice of Ministers that the ex-
penditure was necessary. The Governor was. asked whether he accepted the advice of
his Ministers or whether he saw fit to reject that advice. The Governor accepted that gecepted His
advice and approved of the expenditure, thus re-affirming the principle that Cabinét Advisers’
is responsible to Parliament and not to any other authority. Advice.

Usually the State’s Supplementary Estimates for a year have been submitted, in
Tasmania, to Parliament for ratification after the Appropriation Act for the succeeding
financial year has been passed. It is due to the present Auditor-General, and his pre-
decessor, to stress the fact that they repeatedly protested against this long-sanctioned Submission
but wrong practice. ‘The Supplementary Estimates of a year should always be brought ‘S’fl thl‘;m "
forward for the ratification or otherwise, of Parliament, before the succeeding year’s Estimates -~
Appropriation Bill is introduced, and as early in the first Session of the new financial
year as possible. Last year the Supplementary Estimates for 1942-43 were presented
in the Assembly on 21st September, 1943, a record early date for this State, and the
Appropriation Bill was introduced in the Assembly on the 27th October, 1943. Such Early Date
procedure, at least, should, in the opinion of the Committee, always be possible, but Last Year.
even this procedure could be considerably improved in connection with a year’s Sup-
plementary Estimates.

Such Supplementary Estimates represent Governor-in-Council Authorities for ex-
penditure in excess of Parliamentary Authority and in anticipation of it. Ministers
are responsible to Parliament for it. To the Committee, therefore, it seems highly
desirable to seek to establish the principle that every Governor-in-Council’s Authority
should be submitted to Parliament at the earliest reasonable opportunity for the ratifica-
tion, or otherwise, by Parliament of the excess expenditure so incurred. There seems no Change of
substantial reason for awaiting the advent of a new financial year for the presentation of prgcedure
a year’s Supplementary Estimates as a whole to Parliament. It is not suggested that Recom-
Parliament should be assembled specially to deal with any such Supplementary Estimate mended.
or Estimates, but that whenever Parliament reassembles, after any considerable-adjourn-
ment, or for a new Session, a Supplementary Estimate or Supplementary Estimates
should be forthwith submitted to Parliament for any or every excess in expenditure over
Parliamentary authorisation incurred in consequence of Governor-in-Council’s Author-
ities since Parliament adjourned for any considerable period, and up to the time when
Parliament reassembles for a new Session or otherwise. This course is recommended by
the Committee for the Government’s consideration, as a very desirable improvement on
even the earliest possible presentation of the Supplementary Estimates of a financial
year as a whole in the succeeding finanecial year.

This new system would lead to a much closer discussion of the Supplementary
Estimates of a year, and a much clearer understanding of the justification, or otherwise, gocts of the
of the excess expenditure incurred, and, in fact, afford better facilities for either criti- Alteration
cism of such excess expenditure, or a convincing defence of such excess expenditure, Proposed.
than can ever be the case when the Supplementary Estimates of a year are submitted
as a whole in the following financial year, when, not unnaturally, the chief interest of
Parliament, so far as finance is concerned, is centred in the Appropriation for the new
financial year. The suggested alteration in procedure might involve a little more trouble
for the Ministers of any Government, but it would, as a compensating advantage, tend
to reduce criticisms of excess expenditure as a whole, by presenting a better oppor-
tunity for the serious consideration by Parliament of the details justifying particular
items of such excess expenditure. It would increase the real control of expenditure
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by Parliament without prejudicing the legitimate use of Governor in-Council’s Author-
ities with their attached Ministerial responsibility for the use of such Governor-in-
Courécﬂ’s Authorities for expenditure in excess of Parliamentary Authority by appro-
priation

Reference 7 is in relation to the allusions made by the Auditor-General on page 34 of his
- Report for 1942-43 to an “ Advance of £5000 to the Tasmanian Wooden Shipbuilding
Board ” as set out under the general heading “ Expenditure Under Query.”

The following are the facts:—The Shipbuilding Act, Section 9 (1), authorised the
Board' to borrow £60,000, and under the provisions of Subsectlons (3) and (4) the
Treasurer received authorlty to lend the Board £30,000 if satisfied that a binding agree-
ment had been entered into between the Board and the appropriate Commonwealth
authority. The first funds made available to the Board consisted of £5000 received
from the Commonwealth and this is the subjeet of the Auditor-General’s query and
comment. At the request of the Commonwealth, this £5000 was, at first, treated as a
loan to the State and not as a direct: loan to the Board under Section 9 (1) Later the
Board agreed to its bemg treated as a direct loan to the Board, which incidently re-
moved it from the provisions of Subsection (4) and thus d1sposed of the Auditor-
General’s query. However, subsequently the Board borrowed £30,000 from the Treas-
urer under Subsections (3) and (4) and the matter of the “ agreement” was revived.
An agreement had been concluded between the Premier and the Prime Minister, but as -
doubts .-were raised as to whether the requirement of Subsection (4) had been complied
with, this question was referred to the Crown Law Department for an opinion. The
Solicitor-General advised :(—* I consider that the correspondence on the file discloses
that a contract or agreement binding on both the Board and the appropriate Common-
wealth authority has been entered into sufficient to satisfy the provisions of Section
51)9‘(1%) of the Act, 1942.” The Auditor-General was advised of this on December 3rd,

The Committe considers that the Government was, obviously, warranted in acting
on the advice of its Crown Law Department in such a matter, especially in relation to an
industry affecting Australia’s war effort in connection with which any avoidable delay
would have been entirely unwarranted. In reply to interrogations, some evidence was
courteously submitted to the Committee by the Chairman of the Shipbuilding Board in
reference to the organisation, the difficulties, and general methods of business of the
Shipbuilding Board, but this is not relevant to the contents of the Auditor-General’s
Report,-and, therefore, is not relevant to the Committee’s terms of reference, and it is
not, consequently, considered proper to attempt to pass any judgment thereon. The ship-
building industry in Tasmania has now been taken over by the Commonwealth, which
closes the chapter in the history of this undertaking in Tasmania, as under the attention
of the Auditor-General of this State when he prepared his Report for 1942-43. It is only
fair to stress the fact that at that time the Auditor-General was not acquainted with
the Solicitor-General’s opinion on the legal position in relation to the “ Agreement’ as
I%FOtedl 9af£ve. The Agreement for transfer to the Commonwealth was signed on 8th

ay, .

Reference 8 is in relation to “ The Travelling Expenses of Judges and Officers ” to which
allusion is made on page 34 of the Auditor-General’s Report for 1942-43 under the
general heading “ Expenditure Under Query.”

The facts are as follows:—If the Auditor-General queries expenditure vouchers,
the Treasury has always regarded his decisions in relation thereto as final. The Treas-
ury expenditure voucher No. 3106, of January 1943, in question, had the usual Depart-
mental certificate to the effect that it was “ correct, recorded, and funds available.” The
amount in question, £3 17s., was therefore paid and charged up to the Estimate item
“ Division No. 31, the Judges, Item 3, Travelling expenses, Judges and Officers.” The
travelling expenses included were as follows:— (1) Car hire, Chief Justice, residence to
railway and return on 23rd and 26th November, 1943, £1 4s.; (2) Car hire, Chief Justice,
residence to Hobart Patriotic Regatta and return on 5th December, 1943, £1 9s.; and (3)
Car hire, Chief Justice, residence to St. David’s Cathedral to attend the obsequies of the
late Right Rev. Dr. Hay, Bishop of Tasmania, and return on 6th December, 1943, £1 4s.,
total, £3 17s. This voucher was queried by the Auditor-General on 18th May, 1943, in
respect to car hire for attendance at the Hobart Regatta and the car hire for attendance
at St. David’s Cathedral, totalling £2 13s., a distinction thus being drawn in the inter-
pretation of Appropriation item “ travelling expenses, Judges and Officers,” which would
exclude all travelling expenses other than those arising directly from the Judges’ actual
judicial duties. The Secretary of the Attorney-General’s Department testified that “a
refund of £2 13s. was made ” by the Chief Justice “ as well as a further sum of £2 10s.
similarly expended before the query as to the £2 18s. arose, a total of £5 3s.” The
refund of this £5 3s. was made on 8th November, 1943. The reference to £2 10s.
“ similarly expended.” before the query as to the £2 13s. relates to Treasury voucher
No. 2938, April, 1943, under authority of which £5 15s. 7d. was paid by the Chief Jus-
tice in connection with the following expenses:— (1) Car hire from residence to Hobart
Regatta ground and return on 6th March, 1943, £1 10s.; (2) Car hire, residence to
Government House and return on 9th March, 1943, £1; (8) Car hire to railway and
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return, Hobart-Launceston on 20th March, 1943, £2 3s. 7d.; (4) Car hire to railway,
Launceston, Hobart, single, on March 30th, 1943, £1 2s., total £56 15s. 7d., which includes

£2 10s. on account of car hire from residence to Regatta ground and return and car hire
from residence to Government House and return. )

Asked at the Committee why, if he objected to certain payments, totalling £2 13s.
under Treasury expenditure voucher, No. 8106, January 1943, he did not at the same « Not Brought
time object to payments of an analogous nature totalling £2 10s. under Treasury ex- ynder = =
penditure voucher 2938, April, 1943, the Awuditor-General stated that these latter Notice.”
payments had not been brought under his notice at the time. As a matter of fact the
Treasury received no intimation of any objection by the Auditor-General to payments
under Treasury expenditure voucher 2938, April, 1943, till June 29th, 1943.

There is no record of any previous objection by any Auditor-General to expendi-
ture vouchers for the recoupment of the travelling expenses of judges. In the Auditor has
opinion of the Committee .there.was no sustainable reason for reporting this small pyj power.
matter to Parliament considering that the Auditor-General must have known that it
was the practice of the Treasury never to question his decision on any expenditure
voucher and that, therefore, a refund was certain if he maintained his objection. It
was an unjustified and unnecessary thing to do, and in regard to the comment “no
reply has been received from the Treasurer” the Treasurer properly referred the g"eR.ec"rd. of
Memorandum to the Attorney-General, who was likewise entitled to give some reason- gpiection.
able degree of consideration to the courtesy due to a very distinguished member of
the Tasmanian Judiciary. When the matter was finalised in a seemly way, the Treasurer
reported to the Auditor-General on 6th November, 1943: “ Your views on this matter
have been fully complied with, and a recoupment has now been made, but-I am bound to
say 1 am totally opposed to your decision in this matter.”

It is considered by the Committee that the Auditor-General in his solitary objection
placed a somewhat narrow interpretation on the word “ travelling.” In any event it
1s unquestionably as right to recoup the travelling expenditure of judges, when, as on
this occasion, they attend important functions in their official and not private capacities,
as it is to recoup the travelling expenses mnecessarily incurred as a direct consequence
of the discharge of their actual judicial duties. However, in order that there may be
no further trouble of this character, the 1943-44 Appropriation Act provides for
“Travelling Expenses of Judges and Officers, car hire for Judges attending State and
civic functions and funerals in an ex officio capacity.”

New Item in
Estimates.

Reference 9 is in relation to the “loan of £500 to the Municipality of Spring Bay ” to
which allusion is made on page 34 of the Auditor-General’s Report for 1942-43 under
the general heading of *“ Expenditure Under Query.”

The following are the facts:—This particular reference is one of those very specially
emphasising the undesirability and impropriety of attaching a date to the Auditor-
General’s Report which is not, in fact, the date on which he finalised it. The Auditor- Spring Bay
General’s Report, as presented to Parliament, purports to have been signed on 18th Municipality
September, 1943, and it would be strange indeed if he considered it necessary, on Sep- Loan of £500.
tember 18th, 1943, to draw the attention of Parliament to the fact that no reply had
been received up to that date to a Memorandum in relation to this matter addressed by
}ri‘im to the Treasurer on 16th September, 19438. It was testified as follows by the Under-

reasurer :—

“ The Auditor-General’s letter of 16th September, 1948, included an observation to
the effect that the agreement entered into between the Public Works Department
and the Spring Bay Municipality provided for repayment of loan with interest at £2
12s. per cent by fifty half-yearly payments of £13 5s. and that this would not be
be sufficient for the purpose. The calculations had been made by the Public Works -
Department and that Department has secured an amendment to the agreement to pro- Under-
vide for half-yearly payments of £13 138s. 4d. The Treasury views on the matter were :f.;gfisr:l‘gfl;s
sent to the Auditor-General on 29th October, as follows :—° The Vote of £3000 under ’
Item 25 in the Division “ Miscellaneous, Minister for Works” was wide in its terms
and the Treasury sees no reason to doubt the correctness and sufficiency of the
Governor’s authority to apply £500 of it to an extension of water reticulation to the
Cool Stores at the Triabunna Deep Water Jetty. It is doubtful if the Treasury could
validly object to a free grant (with consequential reduction in water charges) from
the Vote. The Cool Stores are a public work and the necessary co-operation of the
local authority was obtained on reasonable terms. A loan from a miscellaneous
revenue vote could hardly be said to be subject to the provisions of the State Loans
to Local Bodies Act and similar loans have been made from the Unemployment Relief
Vote in the same Division. The matter of compliance with the provisions of Section -
193 of the Local Government Act might be taken up with the municipality direct.”

The £500 in question was charged against the Appropriation item for the year
“ Miscellaneous and unforeseen expenses as may be determined by the Governor-in- what the
Council, £3000.” The net expenditure recorded against this item totalled £2294 6s. 3d., Committee
and the whole of this expenditure is listed on page 34 of the Auditor-General’s Report, Notes.
and the Committee notes that only this £500 for “ Water Supply to Cool Stores, Tria-
bunna,” has been queried by the Auditor-General. Though charged against Revenue
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this £500 is a-loan repayable by the Spring Bay Municipality. This local authority was
carrying out work which was particularly desired in connection with a straight-out
public work. The Triabunna Cool Stores were paid for out of State loan money and
the local authority was asked to assist by putting a pipe line down. The reply of the
Spring Bay Municipality was that while co-operation would be willingly extended, the
Council had no money available and could not raise loan money. The Council was,
therefore, loaned £500 from the revenue vote mentioned. The Under-Treasurer ex-
pressed the opinion, in evidence to the Committee, that the expenditure of this particu-
lar £500 had more merit than any other item mentioned as expended from this vote as
listed by the Auditor-General on page 34, ‘since it was simply a loan,” and also empha-
sised the Treasury view that, in any case, the Treasury would not be justified, in view
of the nature of the vote, in raising an objection to expenditure under this vote as deter-
mined by the Governor-in-Council in accordance with the terminology of the Appropria-
tion item as sanctioned by Parliament. This was a block vote to be expended on any-
thing by the Minister for Works of a miscellaneous and unforeseen character, subject
to the determination of the Governor-in-Council.

It is a vote of almost precisely the same character as that approved by Parliament
year after year during the period of the depression and unemployment on a large scale.
This particular type of block vote was originally utilised as a means of alleviating mass
unemployment and has been approved by Parliament in lesser amounts ever since.
But it was testified that the Treasury and the Audit Department have used their
influence for years past to reduce the amounts entered for revenue expenditure in this
class of vote, and the vote has become gradually reduced from £70,000, as it once was,
to about £3000, while the Appropriation for Miscellaneous Minister for Works, Miscel-
laneous and Unforeseen as may be determined by the Governor-in-Council was only
£3000 in 1942-43 and is £5000 for 1943-44. Although all such block votes have their
dangers, they also have their utilities and advantages, and the amounts at issue are not
now large. Further, the fact that only one item of the expenditure in 1942-43 under this
vote has been criticised does not appear, in the view of the Committee, to indicate that
there is very much to criticise. So far as the Spring Bay loan itself is concerned, in
justice, it should be recalled that for long years the municipalities of Tasmania received
large amounts for works from revenue which were not repayable. No doubt the object
of assisting the municipalities in these works was to assist unemployed workers to get
work. The loan for the Spring Bay Municipality was, in the circumstances, amply justi-
fied. The Triabunna Cool Stores constitute a required facility associated with the war
effort, and an ample water supply for the Spring Bay Municipality had that additional
reason to recommend it. If the transaction can be regarded as “ a result of expediency
to meet the issue,” as the Auditor-General claims, the conditions imposed by the war
?sspredly constitute some reason for regarding expediency with a reasonable degree of
eniency.

Reference 10, being allusions to “ Travelling Expenses of Ministers of the Crown” as
set out on pages 34, 35, 36, 37, 38, and a few lines of page 39 of the Auditor-
General’s Report for 1942-43.

The first sentence of the Auditor-General’s lengthy reference to this matter reads:—
“ For some time it has been apparent that some reform was necessary in the manner
in which Ministers’ travelling expenses have been financed during recent years.” The
expression “during recent years” is obviously a plain implication that some practice
in reference to the purchase or use of cars for Ministers or by Ministers, and the mode
of financing the same, had been in operation, for at least some years, before the Auditor-
General penned his 1942-43 Report, which he considered undesirable. Yet it was
reported at the Committee’s sittings that an examination of the Auditor-General’s
Reports since 1933-34, by the appropriate Treasury official, disclosed no specific refer-
ence whatever to the travelling expenses of Ministers similar to that given on page 34
of the Auditor-General’s Report for the year ended 30th June, 1943, and that there is
no trace whatever in the Treasury records, for years back, of any correspondence with
the Auditor-General on this subject. Further, the Acting Under-Secretary reported
that, with the exception of the relevant contents of the Auditor-General’s Report for
1942-43, there is no record in the Premier’s and Chief Secretary’s Department of any
communications from the Auditor-General on this subject. Requested to explain this
curious position, the Auditor-General testified before the Committee that ‘““he had
examining officers for all these things,” that “he could only report these matters when
they were brought under notice,” that the matter had “only been brought under his
notice recently by an officer,” and that “ it had not been reported before because it was
not brought under his notice.”

Having occupied a full four and a half pages of his Report to Parliament with
references to this matter, the Auditor-General states, in the last lines of his long allusions
to this subject:—‘“ It is because of the importance of the principles involved that the
matter is so fully reported.” He further testified: “ When I heard of it the first time
I reported it to the Premier so that it might be rectified,” while the actual contents of
page 38 of his Report to Parliament themselves sufficiently indicate that, long before
the purported date of that Report, the Auditor-General was fully acquainted with the
fact that any seeming irregularity in the purchase of a Buick-car for the Minister for
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Forests, as detailed by.him, was about to be cured, and that definite provision could be

made in the Appropriation Act of 1948-44 for an express itém covering the purchase of

cars for Ministers. Under these circumstances, the Committee considers that the least i‘;gﬁz“;‘; be
that can be said is that it seems remarkable for the Auditor-General to have deemed it Cured
necessary to devote four and a half pages of his Report to Parliament to a situation

which he knew was about to be entirely cured. However, it is also proper for the

Committee to endorse his statement that the principles 1nvolved are important, though,

assuredly, in the circumstances stated, some brief relevant mention ought to have

sufficed for any Auditor-General to inform Parliament of the facts and express his
appreciation of the alterations proposed to be made in the Appropriation Act, 1943-44.

So far as the actual transaction in connection with the Buick car for the Minister
for Forests is concerned, the facts can be very simply stated and without introducing any
irrelevant compllcatmns The Under-Treasurer received a voucher claim from the
Forestry Department in February, 1943, for the purchase of a Buick sedan car for £423
‘15s., plus car wireless £30, total £453 15s as mentioned by the Auditor-General. The
amount claimed was pa1d on 19th February, 1943. The Under-Treasurer testified
that the voucher claim “was in the prescribed form, was certified by the Forestry
Department and, prima facie, the car was for the use of Departmental officers.”
He added that, in such a case, the Treasury has no status unless the Treas-
ury or Treasurer receives a report from the Auditor-General. Asked whether
“ Ministerial travelling expenses” had been charged to other votes other than
the specific Appropriation item which provides for the travelling -expenses of
Ministers in connection with the business of the Australian Loan Council, the
Under-Treasurer replied: “Not to the knowledge of the Treasury. We depend on
the Auditor-General. He is the Treasury’s auditor as well as Parliament’s officer.”
And no reports were received by the Treasury from the Auditor-General in respect to
any such matters in recent years. However, the voucher claim, in question, was for
the purchase of a car in 1942-43, and the amount involved, namely, £453 15s.,. was at
first charged by the Treasury agamst the Forestry Fund Whlch was derived from the
Appropriation item, Forestry Department, Subdivision No. 1 “ Expenses in connection Block Vote
with afforestation, reafforestation, and other necessary works of Forestry Improvement, F“dert
£40,942 14s. 44”7 This was a block vote under the Forestry Act, and, as the Under- =Y Act.
Treasurer stated, the only view the Treasury could possibly take (the voucher claim
being in perfect -order) was that the expenditure was for the purchase of a car for
the permanent forestry establishment, and, in the absence of any report from the
Auditor-General to the Treasurer or Treasury, the Committee agrees that the payment
was undeniably correctly charged by the Treasury against the Forestry Fund. But,
since it was subsequently ascertained that the car in question was purchased for. the
use of a Minister about to become Minister for Forests (Whose connection with theM L
transaction was entirely blameless and, in fact, has been in no way questioned), the C;::lslf:tr fwt
Committee reports that the evidence submltted indicates quite clearly, that, if fully Questioned.
informed, the Treasury view of this transaction would almost certalnly have
comcrded with that of the Auditor-General and the Solicitor-General, namely, that the
purchase of a car for the Minister of Forests, or somebody about to become Minister
of Forests, could not be legitimately charged to the Forestry Fund, and would have to Refund
be financed by some other means. The fact that a full refund of the amount so charged Fgrg:tryto
was made to the Forestry Fund, from a direct Approprlatlon item in 1943-44, which Fund in
includes provision for the purchase of cars for Ministers, in' accordance W1th the Full.
Premier’s undertaking of June 17th, has definitely put these matters right.

The Committee’s particular conclusion in respect to the issue raised by the Auditor-
General in his Report to Parliament in connection with the purchase of cars for The com-
Ministers is that he was fully justified in reporting the matter to Parliament, but that mittee’s
he made a great deal too much in a Report to Parliament, purporting to be s1gned on General
September 18th, concerning a matter Whlch he knew, in the middle of June, was about Conclusion.
to be radically remedied.

So far as the general “travelling expenses of Ministers” are concerned, apart
from the purchase of cars, the same observation is entirely just in reference to the
Auditor-General’s comments in his 1942-43 Report to Parliament thereon. For as long As 11'7‘;‘1113JAg0
ago as June 17th, 1943, he knew that not only the purchase of cars for Ministers, o3 ot oune
but also “the travellmg expenses of Ministers” would be charged in the future only
to votes provided for that purpose, and the further fact that the necessary
alterations to regularise anything that was, in reality, irregular in past prac-
tice would be effected in the Appropriation Act, 1943-44. The absence of any
reports from the Auditor-General to the Treasurer on the very matters of which he
thus complains during recent years would have constituted another very sensible reason
for reasonable reticence on his part even in a Report to Parliament on these matters.

The Buick
Car Purchase.

Reference 11, being the allusions to alleged ‘ Forestry Department Irregularities,” as
set out on page 39 of the Auditor-General’s Report to Parliament for 1942-43.

The Auditor-General informed the Committee that he had been advised by ‘the Solicitor-
Solicitor-General on March 2nd, 1944, that the investigation into the reported irregu- General’s
larities in the Forestry Department which had been proceeding for a considerable time, gdd"g’,[e of
should now be conducted by the police with .the assistance of Audit officials, but thaf 1044, arch,

he (the Auditor-General) wished to have the decision of the Committee on the whole
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matter, and as to the action to be taken by him, in the light of the information avail-
able in Audit Department File No. GD 9/8 which he handed to the Committee on the
10th March, 1944.. The Committee, after some discussion, read it in camera and
deliberated on the contents without delay. Having so deliberated, on 14th March, 1944,
the Committee conveyed the following unanimous resolution to the Auditor-General, at
the same time returning to his custody Audit Department File No. GD 9/8—* That the
Audit Department File No. GD 9/8 in connection with alleged irregularities in the
Forestry Department be returned to the Auditor-General with an expression of its (the
Committee’s) considered opinion that he should take immediate action to follow the
advice of the Solicitor-General contained in the Solicitor-General’s letter of the 2nd
March 1944, in reference to the criminal matters contained in the file.”

The Committee is concerned at the procedure adopted by the Auditor-General on
the whole subject of the report on the alleged irregularities in the Forestry Department.
These matters had been the subject of investigation by the Auditor-General from July,
1943, until the meeting of the Committee. The Auditor-General’s explanations to the
Committee of his actions in this matter were far from clear. He seemed to take the
view that, although he had carried the investigation to the limits of his jurisdiction as
Auditor-General and had the advice of the Solicitor-General to the effect that the
matter had earlier become essentially one for the police, nevertheless he considered that,
in some way, the responsibility for the next step rested with the Committee.

The Committee is frankly unable to understand why the Auditor-General did not,
at the earliest possible stage, which seems to have been as early as December, 1943,
report any irregularities which had come under his notice in respect of the Forestry
Department to the Governor, as he is expressly required to do by Regulation 48 of the
General Regulations in the Second Schedule to the Audit Act, 1918. The Auditor-
General seems, most improperly to have wished to avoid reporting any such matters to
the Governor-in-Council, and even hinted that he did not wish to do this because he
suspected that, in view of the nature of the alleged irregularities, some action might
be taken to suppress his report. It need hardly be added by the Committee that this is
a most serious matter, and that the Auditor-General, in a most important respect, failed
to comply with the provisions of the Audit Act. The Committee cannot agree that his
explanations justify this serious departure from the law.

It seems a notable fact that when asked by the Legislative Council’s Committee on
the 29th February, 1944, whether he was. working with the Public Service Commissioner
and not the Auditor-General, in connection with the alleged forestry irregularities, the
Conservator testified: “ Not with the Auditor-General until we found difficulties about
the accounts. It had been suggested that there had been leakages of royalties. Mr. Terry
(Secretary) could not trace these leakages, and there was not much delay in asking the
Auditor-General to take action.” But there is no evidence that the Auditor-General
reported these difficulties about the accounts of the Forestry Department and the alleged
leakages of royalties to the Governor in any manner whatever.

So far from this being the case, at the date of the signing of the Report of this
Committee, namely, 15th June, 1944, the position was as follows, according to respon-
sible statements in the public press:— »

(1) The Committee now reporting expressed to the Auditor-General, when handing
back to his custody confidential Audit File No. G.D. 9/8, on March 14th, 1944, its con-
sidered opinion that he should carry out the advice tendered to him on March 2nd, 1944,
by the Solicitor-General, in the course of which advice the Solicitor-General said:—
“Some part of the investigation, at least, requires to be conducted by the police, with
the assistance of your officer, and it is desirable that it should go on forthwith ... ”
The Auditor-General has not carried out the wishes of this Committee, nor taken any
steps to carry out the advice of the Solicitor-General.

(2) In evidence before the Select Committee of the Legislative Council, the Auditor-
General made the following statement in regard to the file in question on the 16th
March, 1944 :—

« . . As to the file, personally I think I should send the whole of it to the
Attorney-General with a request that action be taken by the police, and to advise
him that my Department will assist the Police Department in every way possible in
their investigation ... ”

Nevertheless, to date he has taken no such action and it is reported that File No.

G.D. 9/8 is still uselessly locked away in the Legislative Council’s premises.

Having failed to carry out the express provisions of the Audit Act, in regard to
such matters, the Auditor-General states in his Report to Parliament, which purports
to have been signed on 18th September, 1943, when alluding to these reported irregu-
larities that “as I note by the House of Assembly’s Notices of Motion and Orders of
the Day, No. 14, that the reports, &c., having reference to these transactions are to be
tabled in the House of Assembly, I considered that the foregoing documents are necessary
for the information of Parliament.”” But No. 14 Notice of Motion is dated 28th
September, 1943, and no such “ Notice of Motion ” could possibly warrant the Auditor-
General’s statement that “ the reports, &c., having reference to these transactions are to
be tabled . . . ” If the Auditor-General of this State regards Notice of Motion in
Parliament as an all sufficing reason for reporting certain matters to Parliament, on
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the assumption that such a “ Notice of -Motion” is equivalent .to the carrying of a

his thought. The consent of a majority of members was required in the Assembly, and %:gggﬁyi“
the “Notice of Motion” to which he alludes, necessarily conveyed no intimation Required.
warranting the strange assertion .that “reports are to be tabled.” .

. The comments made by the Auditor-General in his Report, purporting to be
signed on 18th September, then proceed:—* Since writing the above I received on Tth

‘October the following Memorandum from the Minister for Forests,” which he proceeds The Memoran-
‘to quote. The impropriety, and utter lack of wisdom and commonsense, of alluding to dum of Minis-

events in October in a Report to Parliament, purporting to be signed on 18th September, ter for Forests
are sufficiently obvious without further emphasising this impropriety by unduly 8&&%‘ 7ti‘9 13
stressing the not unnatural inference drawn by the Minister for Forests (Col. Taylor, et )
M.H.A.) in his testimony to the Committee as follows:—* On page 2 of the ‘ Mercury’
of 18th September, 1943, the proposed retirement of Mr. Batt appears. Parliament
opened on the 23rd September, 1943, but the -Auditor-General’s Report was not tabled
till 28th October, 1943. The deduction therefrom, to be drawn from the above, is that
on 3rd August, 1943, Mr. Batt was given all information in the possession of the Forestry
Department regarding the irregularities, but -‘when he found he was to be retired, he
delayed his Report in order that he might make something in the nature of a spectacular
attack upon the Government. This is all the more apparent when he utilises 5% pages
of his Report in an attack on the Government, when only one page is devoted to the mis-
application of special moneys by municipal bodies totalling £9000.” Any Auditor-
General who puts himself in a false position and gravely wrongs a Minister of the The Minister’s
Crown in a Report to Parliament, especially under such peculiar circumstances, must Natural
expect natural inferences to be drawn from his conduct. He wronged Col. Taylor, as pre- Inference.
sent Minister for Forests, most seriously, by publishing in his Report his own Memoran-
dum in connection with the alleged Forestry irregularities dated 11th October, 1943, and
then suppressing the Ministers reply to his dated 15th October, 1948. This was not
only a grave wrong to the present Minister for Forests, but was also a serious wrong
to Parliament of which Mr. Batt is the servant. The following is the text of the
Memorandum of the Minister to Mr. Batt, dated October 15th, 1943, which the Auditor-
genleral most illegitimately and unfairly withheld from Parliament in his Report to

arliament. .

Minister for Forests to Auditor-General, 15th October, 1943: “1I have to acknowl-
edge receipt of your Memorandum of 11th instant. I should observe that, even though :
the Conservator’s request of August 8rd for your investigation may have followed on ministers
his interview with you, I had suggested the desirability of such an investigation with Reply of
both the Conservator and the Public Service Commissioner prior to the Conservator’s 15th October,
interview with you. Such delay as there was in handing the case to you, for your }f:gi't;‘;’,g m
investigation was entirely due to the wishes of the Conservator and the Public Service Report.
Commissioner to obtain definite information for you to work on. I cannot accept your
suggestion that I am now in accord with your view that the Government 'should have
taken action earlier. Action was taken, without delay, to obtain necessary informa-

tion.”

Asked during the course of the Committee’s enquiry why he had withheld the con-

tents of the above Memorandum from the Minister from inclusion in his Report to ppe Auditor:
Parliament, the Auditor-General stated that the Memorandum in question, which was General’s
dated 15th October, reached him on 18th October, that the last typeseript he delivered Explanation.
to the Government Printer in connection with the printing of his Report, was so

delivered on 15th October, and that he had advised the Government Printer on 18th

October that his Report was closed. But he gave insufficient reason why he did not

cancel those instructions to the Government Printer, which instructions were issued on

the very same day that he received the Memorandum from the Minister which he with-

held from Parliament. The inconvenience caused by the due inclusion of this Memo-

randum in his Report would have been undeniably negligible. It might have involved

a delay of one day in the presentation of his Report to Parliament. It would not even

have involved that if he had instructed the Government Printer by phone on 18th

October to include the Minister’s Memorandum of 18th October by means of a special )
interleaved insertion in his Report with a line or two explaining that, in order to avoid ¢ Neither
the delay in placing it, at the last moment, in its proper position in the context of his iz“%acwry
Report, it had been treated as a special interleaved insertion. The explanation of his Figer "
conduct in this matter, given by the Auditor-General, cannot be regarded by any intel-

ligent and impartial person as either satisfactory or bone fide. The Auditor-General’s

Report for 1942-43 was presented fo Parliament on 28th October, 1943, the earliest

date for 19 years (with the single exception of that for 1940-41, which was presented

on 14th October, 1942), so that a day’s delay, or even two or three, if necessary, in the

interests of justice and propriety, and for the fair treatment of Parliament itself, could

not possibly have been criticised by any responsible informed person:

Attention has already been drawn to the fact that the Public Service Commissioner Public Service
swore that certain statements testified to the Committee by the Auditor-General, and Commis-
imputing to the Public Service Commissioner observations of a most sinister intent %}“v);:i?nie
reflecting on the bona fides of the Government, in regard to any proper suggested *

inquiry into the alleged Forestry irregularities, were simply not true, and that he had
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never made the observations imputed to him by the sworn testimony of the Auditor-
General. In a similar manner; the Secretary of the Forestry Department testified to
the Committee that, though the Auditor-General had sworn that he had expressed to this
official his (the Auditor-General’s) astonishment at certain action taken by the present
Minister for Forests on Friday, 18th August, 1943, and had advised the Secretary that,
in consequence of that action, neither he nor the Minister would be advised in future of

any action to be taken by him (the Auditor-General), Mr. Batt had never made any such

remark to him. The Secretary testified: “ Mr. Batt did not make this statement to me.
He said, * What is his game?’ 1 said, ‘No game at all. As far as I know the Minister
is bringing them (certain persons the Auditor-General was to interview in Launceston
and Devonport) to Hobart in connection with supplies of timber urgently required by
the Wooden Shipbuilding Board ’.”

The Committee reports that it is quite true ‘that arrangements had been made,
through the Secretary of the Forestry Department, for the Auditor-General to inter-
view an Audit officer in the North on Tuesday, 17th August, 1943, and that the Minister
was aware of, though he did not advert to, this fact when he decided on 13th August to
summon a conference including two Forestry officers whose conduct was in question, in
Hobart on Tuesday, 17th August, 1943, with other divisional men, to consider, on the
spot, the pressing shipbuilding timber needs of the Shipbuilding Board. That confer-
ence was summoned at.the very urgent request of the Shipbuilding Board, and the
Minister just decided that the case would admit of no delay, and the conference on ship-
building, and the timber requirements of the shipbuilding industry was, therefore, held
in Hobart on 17th August. But it was testified that when reminded on 13th August
of the prior arrangements with the Auditor-General made through the Secretary (Mr.
Terry) the Minister very promptly directed that both the Publie Service Commissioner
and the Auditor-General should at once be informed by ’phone that the two officers in
question would be in Hobart on Tuesday, 17th August, and could then be interviewed by
them. If the Auditor-General took a serious view of the altered arrangement, he should
have at once communicated with the Minister, but he did not. That is the simple story
of what occurred and there never was anything either occult or suspect about it.

-Making all allowances for deficiencies in memory, the absolutely contradictory
evidence. submitted to the Committee in respect to the alleged Forestry irregularities,
and other matters, were of a sufficiently startling character to compel direct attention
to them. But it is no part of the duty of the Committee to accept the responsibility
of drawing any very definite conclusions for them. It feels, however, that it is neces-
sary to record its very decided displeasure with, and disapproval of, one feature of the -
Auditor-General’s evidence, arising out of the alleged Forestry irregularities. Quite
irrelevantly and unnecessarily, and in the presence of the press, he three times in one
day passed reflections upon a past Minister for Forests by informing the Committee
that it had been reported to him that this ex-Minister for Forests was known in some
parts of Tasmania by a nickname (which he gave) and which necessarily carries an
implication of dishonour. No matter by whom the Auditor-General was so informed,
it is obvious that such a report might easily have originated in the mischievous inven-
tion of some unscrupulous gossiper or person with a grudge. No such hearsay had any
relevancy to anything whatever definitely before the Committee arising out of the
contents of the Auditor-General’s Report and it was an unworthy act on the part of
the Auditor-General, and repellently unfair and unjust to the ex-Minister mentioned,
to repeat any such hearsay in proferring evidence to the Committee in the presence of

the press and the public. .

In simple justice to the present Minister for Forests, it is proper to point out that
he only became Minister for Forests on the 12th April, 1943, and that, therefore, he
carries no responsibility whatever for the administration of the Forestry Department
prior to that date, while the alleged irregularities (if there were, in fact, any irregu-
larities) to which allusion is made in the Auditor-General’s Report for 1942-43 as
referred to the Committee, date back to years long past. The charges laid against two
officers of the Forestry Department in accordance with the Public Service Act were
allegedly committed in 1938, and the Public Service Commissioner exculpated those
officers as a result of the statutory investigation concluded by him at Launceston on
December 15th, 1943." In the opinion of the Committee, it is indeed, difficult to under-
stand how there could éver have arisen any justified impression, on the part of the
Auditor-General, that the present Minister for Forests desired to hinder or hamper him
or anybody else, or any properly appointed body, in any enquiry into the alleged irregu-
larities in the Forestry Department and the Committee is quite satisfied that the Minister
for Forests, the Premier, the Conservator, and the Public Service Commissioner were
all equally desirous of having these matters properly investigated, and all proper action
taken in accordance with the evidence available. No matter on whose advice he acted,
the Auditor-General is himself responsible if the situation in connection with these
alleged irregularities could not be regarded as satisfactory, at the time this Committee
took its evidence, either to those allegedly implicated, or the State, and this would not
have been likely to be the situation if he had carried out his duties in respect to the
Audit Act, 1918, by due compliance with Regulation 48 of the General Regulations in

‘the Second Schedule of that Audit Act, and reported the alleged irregularities to the

Governor in December, 1943. The Committee could not regard itself as an adjudicating
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body to investigate whether or not there were any irregularities in the Forestry Depart-

ment, whether under the heading of * improper conduct ” within the meaning of Section c ittee ot
36 of the Public Service Act, 1937, or within the meaning which would justify an indict- giudicating. -
ment under the Criminal Code. All that was referred to the Committee were the con-

tents of the Auditor-General’s Report dated the 18th September, 1943, to Parliament,

and except for explanatory and other obviously necessary purposes, it was regarded as

no part of the duty of the Committee to deal with any events, or alleged events, or
developments occurring after October, 1943, and least of all to search into and report

upon the administration of the Forestry Department or other Departments, or that of

the Shipbuilding.Board, since no such questions of administration were referred to the

Committee by Parliament excepting so far as they related to the actual contents of the
Auditor-General’s Report to Parliament as referred to the Committee.

Nevertheless, some latitude was reasonably allowed in evidence and whether con-
sidered altogether regular or not, the Committee expresses the decided opinion that for
the purpose of removing sources of public uneasiness and suspicion, and in the interests
of the State itself, and of all concerned, whatever steps are required to settle the ques- %tm“%
tion of Forestry irregularities once and for all should be forthwith taken, no matter gros¥. .
whom such steps can be regarded as contingently or supposedly implicating till all the tion.
facts are fully assembled. If wrong has been done by any, whether through impro-
priety in the Public Service sense, or in the Criminal Code sense, they should be duly
punished; if wrong has been done by none, all should be clearly exculpated, and further,
none should be prejudiced, in either private or public reputation or position, by mere
unsupported hearsay statements and stories having no established foundation in fact.

Reference 12 in relation to the allusions to “ War Purposes Expenditure ” as set out on “ War Pur-
pages 39, 40, and 41 of the Auditor-General’s Report for 1942-43. puses

Expenditure,

The correspondence between the Treasury and the Auditor-General in respect of £10.000.”
this matter is quoted by the Auditor-General. The actual charges to the Appropriation
Vote “ For War Purposes Not Elsewhere Provided For, Items to be Approved by the
Governor, £10,000” took place under the four headings listed by the Auditor-General
on page 41. The first amount mentioned, £195, was in no way questioned by the Auditor-
General. The second amount, £3000, was to provide “ working capital ” for the scheme
to obviate shortages of firewood. It was certified that funds were very urgently necessary
to finance cutting of timber and other expenses pending the sale of firewood to merchants.
This scheme had been previously operated by the Forestry Department and was, at
that period, financed through a Suspense Account considered to be legal under the pro-
visions of the Forestry Act, but it was later considered desirable to transfer adminis-
tration of the scheme to an Emergency Supplies Committee, which had no legal right to
incur a debit balance in the Suspense Account. Consequently, in May, 1943, a careful
estimate was made of the finance that might reasonably be required to operate the
scheme, and on 3rd June, 1943, £9000 was allocated by the Governor for the purpose
from the War Purposes Vote. - The credits to the account during the month of June
from the proceeds of the sale of firewood totalled £11,227, compared with £2171
received in May. It was explained that, in those circumstances, the Treasury could
not agree that there was anything whatever “remarkable” in the fact that the credit Nothing Very
balance in the account on June 30th was £2603, as claimed by the Auditor-General. Remarkable. .
In his Report the Auditor-General says; “In view of the reluctance of the Treasury to :
use the vote (‘ War Purposes’) it seems remarkable that at the close of the year £9000
was charged to it and transferred to the credit of the Firewood Suspense Account,
which was approximately £6400 in debt.” The Under-Treasurer was asked, by the
Legislative Council’s Select Committee, what he had to say about the transferrence of
this £9000 at the last moment. The Under-Treasurer testified; “ The Auditor-General yp4er.
did not raise the question with the Treasury, or I could have given him an explanation. Treasurer
He says it is remarkable, but it is not remarkable if you know the circumstances. Testified.
I could have explained it had I been asked.” It can be firstly commented that it seems
remarkable that the Auditor-General should have reported a transaction as remarkable
to Parliament about which he had sought no explanation whatever from the Treasurer
before so reporting to Parliament. Subsequently the £9000 was found to be insufficient
and a further £5000 has been provided. The third item, being £59 9s. for * Clerical
Assistance, Australian Comforts Fund,” has been already very fully explained in con-
nection with the Governor’s Authority for £70. As the purpose of the expenditure was
in the nature of a subsidy for an outside body, the Treasury considered the expenditure
should ultimately be submitted for Parliamentary ratification as a separaté and distinet
item, but was charged to the block “ War Purposes Vote’ indicated at the express
instigation of the Auditor-General. The fourth item, £699 13s. 5d. represented an
excess on the long-established vote for “ Free Passes and Special Concessions on Rail-
ways,” and has already been fully explained. This was also charged to the block War
Purposes Vote at the instigation of the Auditor-General. .

The Treasury view differed from that of the Auditor-General in regard to the A Question
proper utilisation of the War Purposes Vote indicated, and especially in regard to °f Principle.
its correct limitations. In this respect the Under-Treasurer testified:— o

“Tn my opinion, it would be very harmful to good financial order to regard the
. Treasurer’s ‘war purposes not elsewhere provided for’ Vote as being available to
meet excesses on any established Vote, on the excuse that the extra expenditure was
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due to war conditions. It would be no exaggeration to say that every Department in
the Service could plausibly contend that an excess of estimate was due to war condi-
tions. It is very obvious that the Treasurer’s Vote in question must be applied with
the utmost discretion, if financial order, proper Departmental responsibility, and
intelligible costing are not to be upset. It is very important that the published
accounts should be systematically compiled, and be thoroughly intelligible to Parlia-
ment. An endeavour was made last year to show, by means of a schedule at the
back of the Estimates, and suitable footnotes throughout, how the blanket Vote of
£10,000 for ‘ war purposes not elsewhere provided for’ had been applied; but this was
devised by the Treasury as an expedient to record unusual expenditure, and any
extension of it in respect of regular Votes would be the reverse of good financial
order in the Statements. The burden on the Consolidated Revenue is the same,
whether charged and recorded against the Votes which form the regular and recognised
system of costing, or to a block Vote which was intended to meet costs not 1ecogmsed
by Parliament.”

The Committee is of the opinion that Parliament will inevitably take the view
that the Treasury position as thus expressed, is fully warranted and correct, and that
the Auditor-General’s judgment in these particular matters was wholly faulty. The
terminology of the Unforeseen War Purposes Approprlatlon item has been altered, as
already stated, to prevent any misinterpretations in the future, but it is suggested by
the Commlttee that it would be appropriate to set out in the Treasurer s Annual Finan-
cial Statement, in future, complete details of all transactions arising from this vote.
The Audltor-General on special request, supplied a return to the Legislative Council’s
Select Committee show1ng the itemised war expenditure in 1942-43 (£89,475) and the
appropriations for the various items of war expenditure, but, except for minor differ-
ences in presentation, the whole of this information was specially supplied to Parlia-
ment, in at least as clear a form, in the Treasurer’s last Annual Financial Statement.
The Committee now reporting entirely supports the contention that Parliament should
be supplied with particularly full 1nformat10n on all matters relating to war expendi-
ture.

Reference 13, being the allusions made on pages 41, 42, and 43 by the Auditor-General
in his Report to Parliament for 1942-43 under the heading ‘ Parliamentary
Standing Committee on Public Accounts.”

The present Committee is a Parliamentary Standing Committee on Public Accounts,
but, admittedly, its functions are exceedingly limited, and it usually only assembles to
consider applications from Local Bodies for Loans from the State. Quite apart from
the lengthy comments and suggestions made by the Auditor-General in his Report for
1942-43, voluminous evidence was placed before the Committee, much of it of a docu-
mentary and authoritative character, in favour of the appointment of a Parliamentary
Standing Committee on Public Accounts, charged with more -or less similar duties as
those very efficiently discharged by the British Parliamentary Standing Committee of
Public Accounts. As an alternative there was also suggested a Parliamentary Standing
Committee on Public Accounts with similar functions to those entrusted to such a body
by the Audlt Act of New South Wales, and as a further alternative, a Parliamentary
Standing Committee of Public Accounts as advocated by the State Finance Committee
in a Report to the Treasurer, dated 18th August, 1942, and which was submitted to
this Committee. The functions entrusted to the British Standing Committee on Public
Accounts are almost plenary in the financial sense. All proposed excess expenditure
has to be submitted to it, and even the form and arrangement of the Chancellor of the
Exchequer’s yearly Estimates come within the scope of its functions. Its membership
is fifteen. No Minister can be a member and its Chairman is always a member of the
Opposition, and has been occasionally the Leader of the Opposition. Membership of
this Committee is a prerogative of members of the House of Commons, which has the
exclusive ‘“power of the purse” in Great Britain since the enactment of the British
Parliament Act in 1911, and no member of the House of Peers has ever been associated
with the British Public Accounts Committee, which was first established in 1862.
Durrell says in his well-known ‘ Parliamentary Grants,” that members of the House of
Commons “ are nominated to serve on it who have shown their interest in financial ques-
tions, even though, as opponents of the Government, they might, during the investiga-
tions of the Committee, obtain further facilities for criticising .its policy. It is recog-
nised that the question of public accounts is a national and not a party question, and,
as such, investigation 1s made in the public interest and from a financial. and not
pohtlcal point of view.” But Durrell also points out that, though this Committee
undoubtedly functions eﬁimently, and has been found a very useful instrumentality of
the British House of Commons, the Auditor-General ‘“must report to it,” but “the

Treasury is under no obligation to accept the reports of the Public Accounts Committee.”

New South Wales is the only State in Australia which has a “ Public Accounts
Committee ” constituted in accordance with the provisions of an Audit Act. Its funec-
tions are to “enquire and report to the Legislative Assembly ” anything “ referred to
it, in connection with the public accounts by a Minister of the Crown,” or “by the
Auditor-General ” or by “a Resolution of the House .of Assembly ” and “to enquire
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into and report upon all expenditure by a Minister of the Crown made without Parlia-
mentary sanction or appropriation.” This Committee consists of “five members, each
of whom shall be a member of the Legislative Assembly, not being a Minister of the
Crown.”

The Tasmanian State Finance Committee proposed the constitution of a “ Public
Accounts Committee,” with the following functions:—*“(1) Examine and inquire into
all matters contained in the Auditor-General’s Report to Parliament, concerning which The State
an investigation and report by the Committee to the House of Assembly is considered Finance
desirable; (2) Examine and report to the House of Assembly on expenditure authorised g"mm‘“f"s
by the Governor under the provisions of Regulation No. 20 under the Audit -Act; and = '°P%2"
(3) Inquire into and report to the House of Assembly on all matters submitted to it by
a Minister of the Crown or by resolution of the House.”

It was suggested by the State Finance Committee that this proposed Public Accounts
Committee should consist of “five members, including a Chairman selected from the
Opposition.” . .

The -Auditor-General testified to the Committee that he advocated the appointment
of a Public Accounts Committee constituted of representatives of both: Houses of the A
Tasmanian Parliament, and in his evidence before the Select Committee of the Legis- Auditor-
lative Council, also appointed to consider his Report to Parliament for 1942-43, he Gerneral’s
testified, in reply to a direct question, that he “ would prefer a Committee of both Preference.
Houses.” But this proposition clearly cannot be entertained for a moment by the House
of Assembly. In further evidence, to the Public Accounts Committee of the Assembly,
the Auditor-General intimated that a Committee constituted on the same basis as the
Public Accounts Committee constituted by the Audit Act of New South Wales would,
in his opinion, meet the requirements of the case. In the further course of his evidence
the Auditor-General stated that ‘ knowing that a Public Accounts Committee is oper-
ating in New South Wales,” he had applied to the Auditor-General of that State, for a
copy of the Audit Act of 1902, in which provision was made, by a special amendment in
1926, for the appointment of a Public Accounts Committee, and which sets out its
powers and duties and mode of election of members, &c. But no specific evidence was
submitted indicating that the New South Wales Committee is carrying out its functions
satisfactorily or that it is an efficient and useful instrumentality of the New South
Wales House of Assembly.

: The Government of New South Wales reports that the Committee’s powers under -
Section 16 (1) of the Audit Act of that State are limited to the consideration of Report £
matters referred to it in the prescribed manner, the Audit Act of that State was Ngw.
passed in 1902, and for over twenty years only one question has been submitted for Government.
report. It is also stated that. the value of the Committee’s inquiries is minimised by
the fact that the Appropriation Act (in which the expenditures made without authority
in the previous financial year are submitted for endorsement by Parliament) is more
often than not considered and passed before the Committee has completed its investi-
gations and furnished its report. While the examination by this Committee of the
expenditure unauthorised in suspense and its justification before the Committee may
be said to constitute a somewhat useful purpose, it 'is stated that the Committee’s
reports on such matters are not available prior to the validation of the expenditure by
Parliament. It is justly explained by the New South Wales Government that these
inquiries are restricted to an examination of the items of unauthorised expenditure
and do not extend to the various questions which have arisen in connection with the
Public Accounts, and to which the attention of Parliament is directed by the Auditor-
General in his Annual Reports. :

The Committee now reporting to the Assembly cannot recommend the constitution
of a Public Accounts Committee similar to that existing in New South Wales, which, it
is considered, would be a futility in this State. '

Government files submitted to the Committee show that, in September, 1942, the The Tas-
Tasmanian Cabinet considered the proposals of the State Finance Committee for the manian
constitution of a Public Accounts Committee on the lines already indicated and rejected gab:’wtb“‘
these proposals. eptember,

. _ 1942.
The Committee now reporting, having examined all aspects of the situation, does
not recommend the appointment of a Public Accounts Committee charged with per-
manent functions and duties associated with the requirements of the Audit Act. It is
pointed out that, while the British Public Accounts Committee undoubtedly functions
efficiently and very usefully, it is easy to select, from a House of Commons consisting
of about 600 members, a considerable number of men (after excluding Ministers)
“ who have shown their interest in financial questions ” and who, in addition to some
real financial qualifications, are prepared genuinely to approach the question of public
accounts strictly as a national matter and not as a party matter, no matter to what
party they belong.  But it would be a different proposition to make the required selec- .
tion, with the required qualifications, from the membership of the Tasmanian House of lgo Special
Assembly, which consists of only thirty members, with no fewer than seven of that R‘;’;‘;,‘;:;fggded
number disqualified as Ministers of the Crown. It is not probable that any Govern- )
ment in Tasmania will ever submit a Bill to Parliament for any such purpose, no
matter what type of Government it may be. Further, as a practical proposition, in



What is
Proposed is
Sufficient.

The Chief
Controversial
Issue.

The Under-
Treasurer’s
Evidence.

Accounts as
Set Out by
Auditor-
General.

Figures Not
Altogether
Justified.

(No: 49.)
32

the circumstances of Tasmiania, any such Committee, if entrusted with such functions
to be of any utility at all, would (unless this issue is altogether excluded from its juris-
diction) introduce fresh difficulties and fresh sources of delay in the presentation of the
State Budget, already always much delayed because of the late arrival of the Grants
Commission’s Reports on the State’s Special Grants each year, and also, most certainly,
in connection with the legitimate use of Governor-in-Council’s Authorities. The existing
Audit Act, even if it could be improved by amendments, is sufficient to secure orderly
finance and due control of expenditure by Parliament, if it is reasonably interpreted,
and faithfully administered in a commonsense manner, and in that spirit of cordial
co-operation between the Treasury and Audit Departments which has been so lamentably
interrupted during the last couple of years, and in such circumstances, it is considered
that the suggestions made by the Committee, in other parts of this Report, will, if
adopted be found quite sufficient to meet the situstion.

Reference 14, being the comments on the accounts, &ec., of “The Hydro-Electric

Commission” made on pages 54, 55, 56, 57, 58, 59, 60, 61, and 62 in the Auditor-
General’s Report for 1942-43.

The chief controversial issue raised by the Auditor-General is thus set out in his
Report on page 56; “ Since the Auditor-General’s Certificate to the net profits (of the
Hydro-Electric Commission) is accepted by Parliament and the people of Tasmania as
showing the true results of the year’s transactions, amending legislation seems desir-
able to provide that the Auditor-General should certify to the profits before the same
are appropriated for various purposes.” ' )

The Treasury view of the actualities of the position was expressed in the following
terms by the Under-Treasurer; “ The Auditor-General is required by Section 47 of the
Hydro-Electric Act to furnish a certificate as to the correctness of a balance-sheet, a
trading account, and a profit and loss account, because Section 45 of the Act provides
that interest (arrived at in a prescribed manner) and contributions to a sinking fund,
shall be treated as a charge in the profit and loss account. And it goes further, in that
it prescribes that contributions to a contingency reserve and a special reserve may be
so treated. In the operation of these statutory obligations and discretionary powers the
Commission charges the profit and loss account with certain amounts which a private
company would treat, not as a charge in the profit and loss account, but as an appro-
priation of profit. In this regard the Auditor-General refers, on page 54, to a ‘ surplus’
of £124,392 and of this amount it might be said that the first and two last items would
ordinarily be treated as an appropriation of profit, that is to say, the net profit would
have been stated as £61,136. Actually the accounts published by the Commission dis-
close fairly clearly the basis on which the net profit of £4136 is arrived at, but it is
likely that anyone, making a superficial examination of the accounts, or who merely
took the net profit figure without analysing the statements at all, would be under a
misapprehension of the position.” The figures to which the Under-Treasurer alluded
appear in the Auditor-General’s Report in the following form :—

“The Commission submitted its Thirteenth Trading and Profit and Loss Accounts

for the period 1st July, 1942, to 30th June, 1943, together with the Balance-sheet as

at 30th June, 1943. ‘
“The result of the year’s transactions is shown thus:—

£
Net profit payable to Treasurer as shown in Profit and Loss

ACCOUNT oo oo o e e e e e e e e e e 4,136
Special writing-down—

Air Raid Precautions ... ... ... .. 0L 12,414
Nive River Investigations ... ... ... ... ... .. ... . ... .. 5,424
Interest on loans for works under construction charged to

revenue by order-in-council Hydro-Electric Commission Act,

Section 88 (8) ... o e e e e e 45,418
Appropriation for General Reserves ... ... .. ... ... ... ... . 24,000
Appropriation for Special Redemption Reserve .. ... ... ... .. ~ 33,000

£124,392

Surplus for the year ... ... ... ... ... .

“ This surplus of £124,392 has been achieved after providing £65,578 for deprecia-
tion, £83,458 towards repayment of loans, and £309,056 for interest and exchange.
The abovementioned Special Redemption Reserve of £33,000 appears for the first
time in this year’s account. The statement of accounts has not yet been examined,
but the following figures are furnished for the information of Parliament.”

" The position disclosed by the above facts and figures could undoubtedly be adjusted
without making any difference in the discretionary powers of the Commission by means
of amending legislation. There is, however, some reasonable doubt as to the justifica-
tion for the Auditor-General’s mode of setting out the financial facts in his Report.
The six amounts listed, total £124,392, and that total is regarded by the Auditor-
General as the “surplus” for the year. Some of it, as the Under-Treasurer stressed,

is profit, and some of it is not profit at all.
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The Commission’s view on the general question raised was put before the Committee
in the following terms by the Commissioner of the Hydro-Electric Department:—

“The Auditor-General draws attention to the desirability of amended legislation
to provide that he shall certify to the profits of the Commission before same are gyigence of
appropriated for various purposes.’ He omits to state that he is at present not the Com-
required to certify to the profits of the Commission after appropriation, or at all. missioner.
The Hydro-Electric Commission Act, 1929, merely requires him in accordance with
standard audit practice to certify to the correctness of the Profit and Loss Account,
the balance-sheet and accounts—See Section 46 (3) and Section 47 (1). The Auditor-
General uses the words ‘for various purposes’ but does not say what °purposes,’
nor does he define ‘ purposes’ in regard to the Hydro-Electric- Commission Accounts.
Does he object to the whole of the ¢ purposes’ for which the Hydro-Electric Com-
mission Act enables appropriations to be made or if not all, then which ‘ purposes’?
The matter is, in our opinion, not capable of easy solution. It was investigated by
the Board of Enquiry and referred to in the Board’s Report presented to His Excel- The Board of
lency the Governor on the 18th March, 1941, page 28, Financial Matters, Section 3, Enquiry’s
in which the Board recommended :—* That the balance in the Profit and Loss Account llz;tll)lm‘lt\;/[;fch
shall be arrived at after the payment to the Treasurer of interest on loans owing by 1947, !
the Commission to the State, the setting aside of an adequate provision for deprecia-
tion of plant, machinery, and other assets as now provided by Section 45 (2) 1. and
II. and a fee to be agreed upon for reimbursing the Treasury and the Auditor-
General’s Department for book-keeping and other services. This balance should be
credited or debited, as the case may be, to a reserve fund which would thereby serve
as a profits equalisation fund as well as a contingency reserve. In addition to being
used as now prescribed under Section 45 (2) 111, it would also be used to cover any
loss on working, instead of such loss being recoverable from the Treasurer. We-
further recommend that the present reserves held under Section 45 (2) 11l should be
paid into this new reserve fund.

“ This Commission does not recommend any departure from accepted practice. If The Victorian
the Committee decides that the present practice is undesirable we suggest that the Electricity
approved method of accounting, as followed by bodies incorporated in accordance with Commission.
the Companies Act and by statutory undertakings responsible for the generation and
distribution of electric light and power, be adopted. For example, the State Elec-
tricity Commission Act, 1928, of Victoria, 19 Geo. V. No. 3776, prescribes:—

‘84 (1) The Commission shall in respect to its electrical undertakings cause—
(a) full and faithful accounts to be kept of all moneys received and ‘expended under
this Act and of all assets and liabilities profits and losses; and (b) a balance-sheet
for each financial year to be prepared together with a statement of accounts
(including a capital account and a profit and loss account) ; (2) Such balance-sheet
and statement shall be so prepared as to show fully and faithfully the financial posi-
tion of each undertaking and the financial results of the Commission’s operations for
the year; (8) The balance-sheet and statement of accounts duly audited shall be
included in the annual report of the Commission.

‘36 (1) The Commission shall establish a fund to be called the general fund;
(2) All moneys whatever received by the Commission (including loan moneys) shall
‘be carried to the general fund; (8) The general fund shall be applied by the Com-
mission to the doing and performing of all acts, matters, and things which the Com-
mission is by this or any other Act empowered or required to do or perform.

“37 The Commission shall cause to be kept in its books of account a separate account
to be called the “loan account” and provide entries to be made therein of all loan
moneys and of the several purposes to which such moneys are applied’.”

The Committee recommends that, provided that there is some assurance that_prac- The Com-
tical difficulties can be overcome, the Government should give serious consideration to mittee’s
amending legislation by which it would become the duty of the Auditor-General to Recommenda-
certify each year as to the correctness of the gross profit of the Hydro-Electriec Com- tion,
mission before the Commission allocates and distributes its profits, but very strlc’gly
reserving the Commission’s discretionary power in the rightful distribution of its
profits. .

The Committee also recommends that the Government should review the financial peyiew of
relations between the Commission and the Government and adjust those relations, by Financial
amending legislation, on the basis that, while the Hydro-Electric Commission should Rglﬁtmns
contribute a yearly reasonable amount or amounts to the State Treasury, the real with the State.
object of initiating and developing the Hydro-Electric undertaking was not Treasury
profit, but economic advantage. . :

Increasing economic advantage would eventually advantage the Treasury much Increasing
more than any direct payments by the Commission to the Treasury. A scientific analysis Economie
of all the financial factors in the situation might result in a reasonable and just esti- Advantage
mate of the amount of a suitable fixed yearly payment by the Commission to the Treas- ‘x‘rﬂﬁlgiﬁ
ury, or one that would automatically adjust itself to a slightly variable standard, Treasury.

having regard to all the financial factors in the situation, ‘
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The “net profits ” earned by the Commission since it assumed control as from
July, 1930, have been as follows:— £

1930-31 ... oo e e e e e e, 5,694
1931-82 ... o e e e e e e e 7,490
1932-83 ... oo e e e e e e e e e e 7,585
1938-34 ... e e e e e e 8,518
1934-35 ... o e e e e e 8,435
1935-86 ... oo s e e e e 10,163
1986-8T7 ... oo e e i e e e e 10,254
1937-88 ... i o e e e e e e e 3,583
1938-89 ... . o e T e e e e 5,744
19839-40 ... .. oo e i e e e e e 3,500
1940-41 ... ... o e e e e e 4,648
1941-42 .. .. o e e i e 5,440
1942-43 ... . e i e e e e e e e 4,136

Total ... ... ol e e e e e £85,090
Average, 183 Years ... ... ... oo s e i i e £6,545

In each case the profits were paid .to Consolidated Revenue one year later. The
aggregate position prior to 1930-31 was a profit of £23,098, of which Consolidated
Revenue received £3954. The Auditor-General contends that there was a total expen-
diture of £97,696 of the Hydro-Electric Department which is not incorporated in the
Capital Accounts (as at 30.6.1931). The Commission does not agree that it would have
been proper to include it. If it were included the additional charges for interest would
be approximately £3988 at present rates (4-0827 per cent).

In prepared evidence, submitted to the Committee, on 8th March, 1944, the Auditor-
General certainly appeared to claim that it was not lawful for the Commission to charge
£45,418 against its revenue in 1942-43 on account of interest on loans raised for works
under construction. Before the Select Commitiee of the Legislative Council on 27th
January, 1944, he expressly testified; “The Act provides that interest on loans for
works during construction is chargeable to loans. Here they are charged to revenue.”
But that was a wholly incorrect statement. The Hydro-Electric Act of 1937 (1 Geo.
VI. No. 4) amended the Principal Act in this respect, and the Auditor-General was
wrong in his law,

The Committee considers that no useful purpose would be served by attempting to
be an adjudicator in accountancy practice in connection with the Hydro-Electric Depart-
ment, or by setting out a series of complex figures in this Report in relation to such
matters, or by commenting in its report, upon contentions in connection with deprecia-
tion, reserve funds, renewal amounts, and the like, which require both accountancy
competence and trained business capacity, and in this case, very specialised technical
knowledge, to judge with any authority. The evidence in these matters reflects the fact
that even specialists differ on such issues, and differ quite genuinely.

There are, however, two matters which must be mentioned with decisive resulting
recommendations by the Committee. Attention was drawn to (1) the sentence in the
initial paragraph of the Auditor-General’s Report, under the heading “ Hydro-Electric
Commission,” as already quoted by the Committee :—¢ The Statement of Accounts has
not yet been examined, but the following figures are furnished for the information of
Parliament.” Attention was also drawn to (2) the nature of the Auditor-General’s
certificates as to the correctness of the accounts of the Hydro-Electric Commission
after the statement of accounts has been examined by him.

The first matter raises the question as to whether the financial figures submitted to
Parliament by the Auditor-General in regard to the operations of the Commission “ for
the information of Parliament” have any dependable value as a means of correctly in-
forming Parliament, when they are accompanied by the statement that the accounts
of the Commission have not been examined by the Auditor-General. .On behalf of the
Commission -it was. testified by the Commissioner:—“We have protested on many
occasions about the length of time it takes the Auditor-General to give us his certifi-
cate after we have presented our accounts. Invariably he makes his Report to Parlia-
ment before he has sent us his comments, and given us an opportunity to reply. There-
fore Parliament gets a totally wrong view of the transactions. There is no explanation’
from the Commission in his Report, and we get no opportunity to make one except in our
report. There are cases on record when it took nine or ten months to get the Auditor-
General’s certificate, yet his Report has been presented to Parliament months before.”
The Commissioner complained that the Commission had no chance of refuting adverse
comments or disputing the accuracy of statements made by the Auditor-General in his
Report to Parliament. = = o . - . i

The Committee considers that steps should be taken, following consultations between

* the. Audit Department and-the Commission.to cure the situation thus disclosed, which

is. manifestly neither fair to Parliament, nor to the Commission, or even to the Audit
Department itself.
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. Strong complaint was also made of the nature of the certificate eventually attached

by the Auditor-General to the fully examined accounts of the Commission. Under the
Hydro-Electric Act, the Auditor-General is required to certify as to the correctness of Nature of
the accounts. When Mr. Pretyman was Auditor-General, his certificate to these accounts Aygitor’s
was in the following form:—“1 hereby certify that the accounts, statements, and Certificate.
balance-sheet have been examined in accordance with the provisions of the Hydro-

Electric Commission Act, 1929, and the Audit Act, 1918. 1 further certify that the
statements in my opinion exhibit a true and correct view of the transactions during the

year ended 30th June, as shown by the books of the Commission, and according to the
information and explanations given to me and of the financial position of the Hydro-

Electric Commission as at 30th June.” It was testified by the Commissioner that when

the late Mr. Pretyman was on the point of retiring, the certificate to the Commission’s

accounts was signed by the present Auditor-General, on his behalf, and that the same
phraseology was then used. But in the Commissioner’s report, as-since signed each

yvear by the present Auditor-General, the formula used reads:—‘“1I hereby certify that

the accounts, statements, and balance-sheet have been examined in accordance with the
provisions of the Hydro-Electric Commission Act, 1929, and the Audit Act, 1918. I

further certify that the statements, in my opinion, exhibit a fair summary of the transac-

tions during the year ended 30th June, as shown by the books of the Commission and
according to the information and explanations given to me and of the financial position of

the Hydro-Electric Commission as at 80th June.” It was further claimed that if the
Auditor-General were consistent he would certify to the Transport Commission’s accounts,  Fair
after examination, as exhibiting “ a fair summary of the transactions,” but, in the case of ,?,“mmart).’ of |
the Transport Commission, his phraseology is “ a true and correct summary ” and ““ a true N;?ﬁ;%;gi}gd_
and correct view” of the transactions. The Commissioner -testified that his evidence

before the Committee afforded the Commission the first opportunity it ever had of pro-

testing publicly against the nature of the Auditor-General’s ecertificate, which it also

claims is not in compliance with the requirements of the Hydro-Electric Aect, and testi-

fied that the Commission had repeatedly expressed that opinion to the Auditor-General.

He expressed the further opinion, with considerable justification, that if the auditor

of an -important company merely certified that the accounts of the ecompany exhibited

“a fair summary” of the year’s transactions; such a company would find it exceedingly

difficult to persuade any prospective purchaser of its business that its business was

sound. The Committee considers that the Auditor-General should in the future * certify certify as to

as to the correetness of the accounts” of the Commission and abandon such ambiguous Correctness.
phraseology as “a fair summary.” - : :

Finally as the Auditor-General can report to Parliament at any time, it is sug- Give Reason-
gested by the Committee that it would be an improvement if he refrained, in the future, able .
from inserting, in his Annual Reports, figures in relation to important State undertak- Oppfgt“{}’t‘es
. ings, such as those conducted by the Hydro-Electric Commission and the Transport for Reples.

Commission, unless he has fully examined their statements of accounts. The Com-
mittee considers that it could also be regarded as desirable and correct for the Auditor-
General to comrmunicate to such bodies, when possible, any criticisms of their accounts
which he proposes to report to Parliament, and proffer to them an opportunity for the

insertion in his Report of their replies to such ecriticisms, so that Parliament may be
fully informed. : g

The Auditor-General himself testified: “I have a continuous audit of the Treasury,
Hobart Corporation, Transport Commission, Hydro-Electric Commission, and Agri-
cultural Bank Accounts.” A continuous audit thus being the case, it ought usually to There is a
be possible for the Auditor-General to certify as to the correctness of all these accounts Continuous
for the preceding year, when he is compiling his Annual Report for Parliament, in view Audit.
of the fact that it is suggested by this Committee that his Annual Report should be pre-
sented to Parliament at approximately the same date as the Treasurer’s Annual Financial
Statement and the Estimates, which, admittedly, cannot usually be presented, under

existing circumstances, until after the lapse of three or four months of the new financial
year.

Special Reference—Consideration of the question whether it would be practicable to

arrange for an earlier presentation to Parliament of the Annual Reports of the
Auditor-General.

The Committee had specially referred to it the question as to whether or not it

. would be possible for the Auditor-General’s Reports to Parliament to be presented in g,jiest
the future at an earlier date than has been usual in the past. During the last quarter and Latest

of a century, the latest date when the Auditor-General’s Report was presented to Par- Records.

liament was 22nd January, 1924, in connection with the Auditor-General’s Report for

1922-23, and the earliest date was 14th October, 1942, in connection with the present
Auditor-General’s Report for 1941-42.

The complete dates for the twenty-five years were as follows:—1918-19, December
8rd, 1919; 1919-20, November 30th, 1920; 1920-21, November 29th, 1921; 1921-22, complete
November Tth, '1922; 1922-28, January 22nd, 1924; 1923-24, December 9th, 1924; Dates for
1924-25, November 19th, 1925; 1925-26, November 30th, 1926; 1926-27, November 23rd, 25 Years.
1927; 1927-28, December 4th, 1928; 1928-29, December 3rd, 1929; 1929-30, November
26th, 1930; 1930-31, November 24th, 1931; 1931-32, November 17th, 1932; 1932-33,
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November 1st, 1983; 1933-34, November 22nd, 1984; 1984-35, November 21st, 1935;
1935-36, November 26th, 1936; 1936-37, November 16th, 1937 ; 1937-38, November 15th,
1938; 1938-39, November 2nd, 1939; 1939-40, November 27th, 1940; 1940-41, October
28rd, 1941; 1941-42, October 14th, 1942; 1942-43, October 28th, 1943.

As a practical proposition, the Committee considers that when possible the Auditor-
General’s Report to Parliament should be presented a few days before or at the same
time, as the Treasurer’s Annual Financial Statement, and when this is not possible, as
soon after as is possible. But it is quite clear that the date on which the Treasurer’s
Annual Financial Statement, and the Estimates, can be presented, under existing cir-
cumstances, is necessarily governed by the date on which the Government receives the
Report of the Grants Commission and ascertains the amount of the Special Grant recom-
mended for the new financial year. These circumstances must result, under present
conditions, in the presentation of the Treasurer’s Annual Financial Statement and the
Estimates much later in the new financial year than would otherwise be possible. The
evidence submitted appears to indicate that the Auditor-General’s Report cannot be
presented to Parliament at any much earlier date than has been the practice during
recent years, and that any extension of the time allowed to the Auditor-General, by
law, for the presentation of his Annual Report to Parliament, as suggested for con-
sideration by the Auditor-General himself, would naturally have precisely the opposite
effect to that desired by the House of Assembly. The Auditor-General testified that
“ A couple of years ago I had my Report complete and ready for presentation to Parlia-
ment before the Treasurer had presented his Financial Statement. That was the first
time, in my fifty-three years’ knowledge of the Audit Department, that the Auditor-
General’s Report was ever ready for presentation to Parliament before the Treasurer’s
Annual Financial Statement.” Such an exceptional achievement obviously could not
safely be made the basis of a recommended rule, or amendment of the law. But if, in
any given year, the Auditor-General’s Report can be prepared for presentation to Par-
liament considerably before the Treasurer’s Annual Financial Statement, there is no
sustainable objection to such a prior presentation, and in this matter, not long-estab-
lished “ custom,” but the will of the Assembly should prevail. But, at the same time, it
must be recognised that war conditions effect the Audit Department as well as the Treas-
ury and the community generally, and, for some years, at all events, it seems quite cer-
tain that it would not be reasonable to expect the Auditor-General’s Report to be usually
ready for presentation to Parliament before the date of presentation of the Treasurer’s

Annual Financial Statement, or, in fact, much earlier than has been usual in recent
years.. :

CONCLUSION.

The final conclusion of the Committee is an inescapable consequence of the facts
testified to it, and is that the contents of the Auditor-General’s Report to Parliament
for 1942-43 seriously misinformed Parliament in some most important respects, and
that there is cumulative proof that his conduct, in many aspects, has been such as not to
entitle him to the continued confidence of Parliament, and the Committee so reports
to your Honourable House.

E. DWYER-GRAY, Chairman.

Ministerial Party Room,
House of Assembly,
Hobart, June 15, 1944.
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MINUTES OF PROCEEDINGS.

THURSDAY, DECEMBER 2, 1943.

The Committee met in the Members’ Room, Legislative
Council, at 10 a.m.

Members present.—Mr. Treasurer, Mr. Baker, Mr.
Brooker, Sir Walter Lee, Mr. Madden, Mr. Soundy, and
Mr. West.

The Clerk read the Order of the House appointing
the Committee.

A Motion was made, and the Question being proposed—
That Myr. Treasurer be appointed Chairman. (M.
Brooker.)

An Amendment was proposed to be made to the Ques-
tion by leaving out the word ‘ Treasurer” and inserting
“ Deputy-Premier.” (M». Baker.)

And the Question being put—That the word proposed
to be left out stand part of the Question;

The Committee divided.

AYEs 4.

Mr. Brooker.
Myr. Treasurer.
Mr. Madden.
Mr. West.

So it was resolved in the Affirmative.

The Clerk read the Resolutions of the House referring
the Report of the Auditor-General for the year 1942-43
(Paper No. 10) to the Committee for inquiry and report,
and giving the Committee power to send for Persons and
Papers and Records relevant to the inquiry.

The Clerk read the Resolution of the House authorising
the Committee to exercise the powers granted to Select
Committees under Standing Order No. 381 in respect
to allowing its proceedings to be open to the Press during
its inquiries into the Auditor-General’s Report.

The Committee deliberated.

Resolved, That, unless the Committee at any stage
otherwise orders, the Press be admitted during the taking
of evidence given before the Committee. (Mr. Bakesr.)

Resolved, That evidence given before the Committee be
given by Statutory Declaration. (Mr. Brooker.)

A letter was read from Mr. W. G. Wedd, Honorary
Organising Secretary of the New World Reconstruection
Movement, requesting permission to procure a verbatim
_ report of all evidence submitted to the inquiry.

Ordered, That a reply be sent to Mr. Wedd informing
him that the evidence will be taken verbatim, and in due
course will be tabled in the House when it will be avail-
able to the public. (M». Brooker.)

The Committee deliberated.

Resolved, That the Chairman be authorised to arrange
for the recording of the evidence to be given before the
Committee. (Mr. Brooker.) :

Ordered, That the Chairman arrange for the summon-
ing of witnesses. (Sir Walter Lee.)

The Committee deliberated. :

Resolved, That the next meeting of the Committee be
held as soon as possible after the conclusion of the sittings
of the Commonwealth Grants Commission in Hobart.
(My. Baker.)

At 11.35 a.m. the Committee adjourned.

Noges 3.
Mr. Baker.
Sir Walter Lee.
Mr. Soundy.

MONDAY, 6tH MARCH, 1944.

The Committee met in the Ministerial Party Room,
House of Assembly, at 10 a.m.

Members present—Mr. Treasurer (Chairman), Mr.
]‘?‘?ker, Mr. Brooker, Mr. Madden, Mr. Soundy, and Mr.

est,

An apology was received for the absence of Sir Walter
Lee.

The minutes of the last meeting were read and con-
firmed.

The Chairman reported that arrangements had been
made for the employment of three shorthand writers at
£4 4s. per day, and three typists at £1 1s. per day, for the
recording of the evidence given before the Committee.

On the motion of Mr. West, these arrangements were
confirmed.

The Chairman reported that arrangements had been
made for the various witnesses to be called as the particu-
lar subject matter arose during the Committee’s investiga-
tions. These subject matters were those which had besn
agreed to by the Committee at its last meeting.

Myr. Baker at this stage said that he desired to make a
protest on behalf of the Nationalist members of the Com-
mittee, against the manner in which the Committee had

been constituted in respect of its personnel. He claimed
that as the chief matters before the Committee were
issues between the Treasury Department and the Audit
Department, the Committee should be composed of mem-
bers who were in an independent position in relation to
these departments. Instead of which there were three
Ministers on the Committee, the Treasurer, who is one
of them, being the Chairman. Mr. Baker claimed that
this put Mr. Dwyer-Gray in a position which was unique
in the British community, that is, of being both a party
to a dispute and the chief judge. He claimed that this
was fundamentally wrong and reduced the proceedings
to the level of a farce. He repeated his protests. .

The Chairman expressed regret that the Leader of the
Opposition had made such a “remarkable” statement
and had made such an improper reference to the per-
sonnel of the Committee and to suggest that the pro-
eeedings were a farce. He stated that this Committee was
a permanent Committee of the House of Assembly, and
the supposition was that in any such Committee, no
matter what its personnel, it is impartial. He had no
doubt that the Committee would conduct its proceedings
in a proper manner, and suggested that if the Leader
of the Opposition considered the proceedings a farce
he should at least have the grace to retire from it rather
than try to deprive the Committee of its proper status
by such extravagant statements. He pointed out that
he could not give evidence before the Public Accounts
Committee even if he desired, which most emphatically
he did not, but that he had given evidence before the
Grants Commission in Hobart as was his duty in the
interests of Tasmania. He could give evidence before
the Select Committee of the Legislative Council if so
requested, but he had not been so requested. He said
that the matter of his Chairmanship of the Committee
was settled by his election to that position at the last
meeting of the Committee, and he accordingly ruled all
further discussion on that issue, or arising .out of that
issue, out of order. He appealed to every Member of the
Committee to assist him to conduct the inquiry in a fair,
proper, impartial, and courteous manner.

. The Committee then proceeded to take evidence.

The following witnesses were called, made the Statu-
tory Declaration, and their examination was commenced:—

Frederick John Batt, Attorney-General, and Fred-
erick William Steele, Under-Treasurer.

Messrs. Batt and Steele withdrew.

It was decided that the following times be adhered to
for the taking of evidence during each day’s sittings,
unless otherwise ordered by the Committee:—10 a.m. to
12.45 p.m., and 2.30 p.m. to 4.30 p.m,

At fifteen minutes to one o’clock the Committee adjourn-

“ed until half-past 2 o’clock.

The Committee met at half-past two o’clock.

Members present—Mr. Treasurer (Chairman),
Baker, Mr. Brooker, Mr. Madden, and Mr. West.

Messrs. Batt and Steele were recalled and further
examined. .

Mr. Soundy took his seat.

Mr. Batt put in a graph showing expenditure above
and below amounts authorised for the years 1923-24 to
1942-43.

The witnesses withdrew.

The Committee deliberated.

In view of the absence from Hobart of the Acting
Under-Secretary and the - Manager of the Agricultural
Bank, it was agreed that consideration of Item 5 of the
subjects listed by the Committee for inquiry be deferred
until Wednesday next.

At half-past 4 o’clock the Committee adjourned until
10 o’clock to-morrow morning.

Mr.

TUESDAY, 7tH MARCH, 1944.

The Committee met in the Ministerial Party Room, House
of Assembly, at 10 a.m. ’

Members present.—Mr. Treasurer (Chairman), Mr.
Baker, Mr. Brooker, Sir Walter Lee, Mr, Madden, Mr.
Soundy, and Mr. West.

The minutes of the last meeting were read and con-
firmed.

The Committee proceeded to take further evidence.

Messrs. F. J. Batt, Auditor-General, and F. W. Steele,
Under-Treasurer, were recalled and further examined.
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At twenty minutes to 1 o’clock the Committee adjourned
until half-past 2 o’clock.

The Committee met at half-past 2 o’clock.

Members present.—Mr. Treasurer (Chairman), Mr.
Baker, Mr. Brooker, Sir Walter Lee, Mr. Madden, Mr.
Soundy, and Mr. West.

Messrs, Steele, Under-Treasurer, and Batt, Auditor-
General, continued giving evidence.

Horace Clitheroe Smith, Secretary for Agriculture,
was called, made the Statutory Declaration, and was
examined.

Mr. Smith withdrew.

Charles Edward Cox, Secretary of the Attorney-
General’s Department, was.called, made the Statutory
-Declaration, and was examined. :

The Auditor-General was recalled and further examined.

At a quarter to 5 o'clock the Committee adjourned
until 10 o’clock to-morrow morning.

WEDNESDAY, 8ra MARCH, 1944,

The Committee met in the Ministerial Party Room,
House of Assembly, at 10 a.m. )

Members present—Mr. Treasurer (Chairman), Mr.
Baker, Mr. Brooker, Sir Walter Lee, Mr. Madden, Mr.
Soundy, and Mr. West.

The minutes of the last meeting were read and con-
firmed.

The Committee proceeded to take further evidence.

George Davey Balsille, ‘Director of Public Works, was
.gal}ied, made the Statutory Declaration, and was exam-
ined. . .

Messrs. F. J. Batt, Auditor-General, and F. W. Steele,
_Under-Treasurer, were further examined.

. Mr. Steele submitted a file (No. 4996/42) containing
. correspondence between the Prime Minister and the Pre-
-mier regarding the construction of wooden ships in Tas-
mania and the provision of funds by the State Treasury.
. (Exhibit A.) .

Mr. Balsille withdrew.

William Eustace Maclean, Commissioner of the Hydro-
Electric Department, was called, made the Statutory
Declaration, and was examined. ’

Mr. Batt was further examined.

At fifteen minutes to 1 o’clock the Committee adjourned
until half-past 2 o’clock. )

The Committee met at-half-past 2 o’clock.

Members present—Mr. Treasurer (Chairman), Mr.
Baker, Mr. Brooker, Sir Walter.Lee, Mr. Madden, Mr.
Soundy, and Mr. West. |

Mr. Batt continued his. evidence. :

Mr. W. E. McLean, Hydro-Electric Commissioner, was
recalled and further examined. :

Francis Jackson Carter,. Acting’ Under-Secretary, was
called, made the Statutory Declaration, and was examined.
" The witnesses withdvew.

-The Committee deliberated. .

On the Motion of Mr. Brooker it was resolved that
the Committee would continue its sittings -to-morrow
and on Friday until 4.30. p.m. :

At fifteen minutes to 5 o’clock the Committee adjourn-
ed until 10 o’clock to-morrow morning.,

THURSDAY, 9tH MARCH, 1944,

The Committee met in.the Ministerial Party Room,
House of Assembly, at 10 a.m. ’

Members present.—Mr. Treasurer (Chairman), Mr.
Baker, Mr. Brooker, Sir Walter Lee, Mr. Madden, Mr.
Soundy, and Mr. West.
a The minutes of the last meeting were read and con-
rmed. ' : o

The Committee proceeded to take further evidence.

Mr. F. J. Carter, Acting Under-Secretary, was further
examined. : .
Mr. F. J. Batt, Auditor-General, was further examined.
Mr. Carter withdrew.- =~ - ]
Messrs. . W. Steele, Under-Treasurer, and F. J. Batt,
Auditor-General, were further examined. .

Walter George Oakes, Commissioner of Police, was
called, made the Statutory Declaratioh, and was exam-

ined,

Mr. Oakes put in statements showing—

(a) Salaries of superintendents, inspectors, sergeants,
constables, special constables, medical officer,
and female searchers;

(b) Salaries, 1942-43. (Exhibit B.)

Mr. Oakes withdrew. -

Messrs. F. W. Steele, Under-Treasurer, and F. J. Batt,
Auditor-General, were further examined.

At fifteen minutes to 1 o’clock the Committee adjourned
until half-past 2 o’clock.

The Committee met at half-past 2 o’clock.

Members present.—Mr. Treasurer (Chairman), Mr.
Baker, Mr. Brooker, Sir Walter Lee, Mr. Madden, and
Mr, West.

The Committee took further evidence.

George Vickery Brooks, Director of Education, was
galhed, made the Statutory Declaration, and was exam-
ined.

Mr. Brooks withdrew. ’

Charles Leslie Park, Senior Medical Officer, Public
Health Department, was called, made the Statutory
Declaration, and was examined. :

Dr. Park withdrew.

Samuel’ William Steane, Conservator of Forests, was
called, made the Statutory Declaration, and was examined.

Mr. Steane put in a file containing correspondence
between the Conservator of Forests and the Secretary
of the Forestry Department regarding alleged irregu-
larities in the Forestry Department, statements from
the officers concerned, and a copy of the findings of the
Public Service Commissioner in connection with charges
preferred against—

1. Senior Forester Melville Roy Garvett, Forestry
Department; and

2. Acting Divisional Forester Donald Wallace Chis-
holm, Forestry Department, Devonport.

. l\gr. F. J. Batt, Auditor-General, was further exam-
ined.

At fifteen minutes to 5 o’clock the Committee adjourned
untijl 10 a.m. to-morrow morning. )

FRIDAY, 10TH MARCH, 1944,

The Committee met. in the Ministerial Party Room,
House of Assembly, at 10 a.m.,

Members present.—Mr. Treasurer (Chairman), M.
Baker, Mr. Brooker, Sir Walter Lee, Mr. Madden, Mr.
Soundy, and Mr. West.

The minutes of the last. meeting were read and con-
firmed.

The Committee deliberated.

Sir Walter Lee drew attention to a 1report in the
“ Mercury” of this day concerning yesterday’s pro-
ceedings of the Committee. Sir Walter stated that
the “ Mercury ” had quoted him as having said, when the
question of the Premier and the Public Service Commis-
sioner being present, during the evidence given yesterday

-afternoon by Mr. Batt, was raised by Mr. West: “1It is

" tion.

serious, but you might go further. Myr. West is concerned
about the Commissioner, but what about the serious charge
relating to Mr. D’Alton? He should be here.”.

Sir Walter Lee claimed that he had not said anything
like that, but in view of the seriousness of the charges
he thought Mr. D’Alton should be here the same as the
Premier and the Public Service Commissioner. He said:
“1 made no charge against Mr. D’Alton.” He asked
that the “ Mercury” be requested to make this correc-
Mr. West said: “ Further to the remarks of Sir
Walter Lee. I would like to draw attention to the fact
that in the same report occurs the statement that I concur
with the views of Sir Walter Lee, but does not go on
sufficiently far to qualify my remarks by saying it may
be necessary at some later time for Myr. D’Alton to be
called, but, on the other hand, evidence had been given
by witnesses which showed there would be no necessity
for it.”

The Chairman said he felt sure that the press would
do justice to the position so far as Sir Walter Lee and
Mr. West were concerned.

The Committee proceeded to take further evidence.

Mr. F. J. Batt, Auditor-General, was further exam-
ined.

Mr. Batt withdrew.

The Committee deliberated. . .

A Motion being made, and the Question being put—

.' That the Auditor-General be requested to put in his file



covering the Audit Department investigation into certain
alleged irregularities in the Forestry Department; (Ms.
Brooker.) :

The Committee divided.

AYEs 5. Noes 2.
Mr, Treasurer. Sir Walter Lee.
Mr. Baker, Mr. Soundy.

Mr. Brooker.
My, Madden.
Mr, West.

So it was resolved in the Affirmative. -

Mr. Batt was recalled and acquainted with the
decision of the Committee.

Mr. Batt accordingly put in correspondence file of the
Audit Department, No. GD9/8, relating to forestry inves-
tigation. (Exhibit C.) .

Mr. Batt withdrew.

The Committee proceeded to examine the file,

At fifteen minutes to 1 o’clock the Committee adjourned
until half-past 2 o’clock.

The Committee met at half-past 2 o’clock.

Members present.—Mr. Treasurer (Chairman), Mr.
Baker, Mr. Brooker, Sir Walter Lee, Mr. Madden, Mr.
Soundy, and Mr. West.

The Committee deliberated.

The Committee gave further consideration to the Audit
Department file in connection with the Forestry Depart-
ment investigation. -

At fifteen minutes to 5 o’clock the Committee adjourned
until Tuesday, the 14th instant, at 10 a.m,

TUESDAY, 14tH MARCH, 1944,

The Committee met in the Ministerial Party Room,
House of Assembly, at 10 a.m.

Members present.—Mr. Treasurer (Chairman), Mr.
Baker, Sir Walter Lee, Mr. Madden, and Mr. West.

The minutes of the last meeting were read and con-
firmed.

The Committee deliberated.

Mr. Soundy took his seat.

A Motion being made, and the Question being put—
That this Committee remit to the Government, through
the Attorney-General, the Audit Department file, No.
GDY9/8, re alleged irregularities in the Forestry Depart-
ment for such action as may be deemed required; (Mr.
Chairman.)

The Committee divided.

AYEs 3. Nogs 3.
Mr., Treasurer. Mr. Baker.
Mr. Madden. Sir Walter Lee.
Mr. West. Mr. Soundy.

The numbers being equal, the Chairman declared the
Question passed in the Negative.

The Committee deliberated.

A Motion being made, and the Question being put—
That the Audit Department file, No. GD9/8; re alleged
irregularities in the Forestry Department, be returned
to the Auditor-General with the expression of this
Committee’s considered opinion that he should take imme-
diate action to follow the advice of the Solicitor-General
contained in the Solicitor-General’s letter of the 2nd
March, 1944, in reference to the criminal matters con-
tained in the file; (Mr. Baker.)

The Committee divided.

AYES 5.

My, Treasurer.
Myr. Baker.

Sir Walter Lee.
Mr. Soundy.
Mr. West.

So it was resolved in the Affirmative.

The Committee deliberated.

The Committee proceeded to take further evidence.

Stanley Rupert Adams, Manager of the Agricultural
Bank, was called, made the Statutory Declaration, and
was examined.

Mr. Adams withdrew.

At 1 o’clock the Committee adjourned until half-past
2 o’clock.

The Committee met at half-past 2 o’clock.

Members present—Mr. Treasarer (Chairman), Mr,
Baker. Sir Walter Lee, Mr. Madden, Mr, Soundy, and
Mr. West.

The Committee deliberated,

Nogs 1.
Mr. Madden.
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The followiqg accounts were passed for payment:—
To recording shorthand evidence taken before the
Committee—

R. E. Shone: March 6, 7, 8, 9, and 10, 1944 (five
days at £4 4s. per day)—£21.

S. V. Mitchell: Maxch 6, 7, 8, 9, and 10, 1944 (five
days at £4 4s. per day)—£21.

J. Holden: March 6, 8, and 10, 1944 (three days
at £4 4s. per day)—£12 12s, ]

A. Shipton: March 7 and 9, 1944 (two days at
£4 48, per day)—£8 8s.

The Auditor-General, Mr. F. J. Batt, was called before
the Committee and acquainted of the Committee’s decision
regarding the Audit Department file, No. GD9/8, 7»e
alleged irregularities in the Forestry Department.

The Clerk of the Committee formally returned the
abovementioned file to the Auditor-General, who agcepted
it with a protest. (See transcript of evidence.)

The Committee proceeded to take further evidence.

Byron John Thompson, Public Service Commissioner,
was called, made the Statutory Declaration, and was
examined. .

Robert Cosgrove, Premier, was called, made the, Statu-
tory Declaration, and was examined. .

The Auditor-General then proceeded to cross-examine
the Premier. )

The Clerk of the Committee directed attention to
whether the Auditor-General was entitled to question
other witnesses before the Committee and suggested
that the Committee should consider this question and
make a decision thereon. )

Members of the public and press withdrew, and the
gi)mlmittee deliberated on the question raised by the

erk. :

It was agreed that, provided the Auditor-General con-
fined his cross-examination to questions, no objection
would be taken to his examination of witnesses.

At five minutes to 5 o’clock the Committee adjourned
until 10 o’clock to-morrow morning. '

WEDNESDAY, 15t MARCH, 1944.

The Committee met in the Ministerial Party Room,
House of Assembly, at 10 a.m.

. Members present.—Mr. Treasurer (Chairman), Mr.
Baker, Mr. Brooker, Sir Walter Lee, Mr. Madden, and
Mr. West. :

The minutes of the last meeting were read and con-
firmed.

Mr. Soundy took his seat.

The Committee deliberated.

Mr. F. J. Batt, Auditor-General, was informed of the
Committee’s decision in regard to him ecross-examining
witnhesses.

Mr. B. J. Thompson, Public Service Commissioner, was
recalled and further examined.

Mr. Thompson withdrew.

Ralph Gordon Terry, Secretary of the Forestry Depart-
ment, was called, made the Statutory Declaration, and
was examined. .

My, Terry withdrew.

William Percy Taylor, Minister for Forests, was called,
made the Statutory Declaration, and was examined.

At five minutes to 1 o’clock the Committee adjourned
until half-past 2 o’clock.

The Committee met at half-past 2 o’clock.

Members present—Mr. Treasurer- (Chairman), Mr.
Baker, Mr. Brooker, Sir Walter Lee, Mr. Madden, Mr.
Soundy, and Mr. West. .

l\élr. F. J. Batt, Auditor-General, was further exam-
ined. : i

Mr. F. W. Steele, Under-Treasurer, was further exam-

ined.
Colonel Taylor, Minister for Forests, was further
examined.

Colonel Taylor put in a statement showing the details
of the purchase of five motor-cars by the Forestry
Department. (Exhibit D.)

Mr. F. W. Steele, Under-Treasurer, was further exam-
ined.

. l\gr. F. J. Batt, Auditor-General, was further exam-
ined.

At fifteen minutes to 5 o’clock the Committee adjourned
until 10 o'clock to-morrow morning,
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THURSDAY, 16r8 MARCH, 1944.

The Committee met in the Ministerial Party Room,
House of Assembly, at 10 a.m.

Members present—Mr. Treasurer (Chairman), Mr.
~ Baker, Mr. Brooker, Sir Walter Lee, and Mr. West,

The Committee proceeded to take further evidence.

Trevor Alwyn Adams, Production Engineer, Tasmanian
Wooden Shipbuilding Board, and Chairman of the Board,
was called, made the Statuto1y Declaration, and was
examined. .

Mr. Soundy took his seat.

. l\gr. F. J. Batt, Auditor-General, was further exam-
ined.

Mr., Adams withdrew.

. I\gr. F. W. Steele, Under-Treasurer, was further exam-
ined.

Mr, Steele put in a copy of the report from the
Joint Select Committee of the Commonwealth Parlia-
ment on Public Accounts, together with the minutes of
proceedings of the Committee. (Exhibit E.)

Mr. F. J. Batt, Auditor-General, was further exam-
ined.

Mr. Batt put in a copy of the New South Wales Audit
Act. (Exhibit F.)

At twenty-five minutes to 1 o’clock the Committee
adjourned until half-past 2 o’clock.

The Committee met at half-past 2 o’clock.

Members present.—Myr. Treasurer (Chanman), Mr.
Baker, Ml Brooker, Mr. Soundy, and Mr. West.

l\g . J. Batt, Auditor-General, was further exam-
ine

Sir Walter Lee took his seat.

The Chairman laid upon the table of the. Committee an
opinion by Mr. R. G. Osborne on the powers of the
Auditor-General under General Regulations 20, 21, and
22 of the Audit Act, 1918, and a copy of a letter dated
the 16th of December, 1943, from Mr. R. G. Osborne
to the Treasurer. (Exhibit G.)

During the Chairman’s examination of the Auditor-
General, Mr. Baker objected to the way in which the Chair-
man was framing his questions to the Auditor-General,
in that he was questioning Mr. Batt with regard to con-
versations which had taken place between the Chairman
and the witness.

The Chairman laid upon the table of the Committee—

(1) Commonwealth Grants Commission: Comments by
Treasurer on Auditor-General’'s Report, 1942-
43. (Exhibit H.)

(2) Extracts from the Proceedings of the Common-
wealth Grants Commission, which had its sit-
tings at Hobart on 11th of February, 1944, con-
taining evidence given by the Treasurer (Mr.
E. Dwyer-Gray). (Exhibit I.)

The Chairman announced that he was not at present
aware of any further witnesses that should be examined
by the Committee, and therefore suggested that the Com-
mittee should adjourn for a reasonable period to permit
members to peruse and analyse the evidence already
given, before the Committee entered upon its delibera-
tions.

Before Mr. F. J. Batt, Auditor-General, and Mr. F. W.
Steele, Under-Treasurer, withdrew from the Committee,
Mr. Brooker expressed the appreciation of its members
for the assistance given by these two gentlemen in not
only giving a great deal of evidence to the Committee,
but for the assistance given by them in being in attendance
during the whole of the time in which the Committee
was taking evidence.

The Committee deliberated.

Owing to various important engagements to which the
Chairman and other members of the Committee were
committed, it was agreed that the date of the next meeting
be left in the hands of the Chairman.

At 4 o'clock the Committee adjourned sine die.

TUESDAY, MAY 30TH, 1944.

"The Committee met in the Ministerial Party Room,
House of Assembly, at 10.30  a.m.

Members present.—Mr. Treasurer (Chairman), Mr.
Baker, Mr. Brooker, Sir Walter Lee, Mr., Madden, Mr.
Soundy, and Mr. West.

The minutes of the last meéeting were read and con-
firmed.

A letter from the Secretary of the Tasmanian Wooden
Shipbuilding Board enclosing a copy of the balance-sheet
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for the year ending 80th June, 1943, was read and
received.

A copy of the balance-sheet was provided for each
member,

The Clerk of the Committee reported that repre-
sentatives of the press had asked whether the proceedings
of the Committee to-day would be open to the press.

He was directed to inform them that the press would
be admitted only during the taking of evidence and not
whil~ the Committee was deliberating.

The Chairman formally tabled a copy of legal opinions
obtained by the Government on the powers of the Auditor-
General with respect to Regulations 20, 21, and 22.
(Exhibit J.)

A copy of these opinions had previously been supplied
to each member of the Committee.

The Ccmmittee deliberated.

Consideration was given to the 14 references upon
which evidence had been heard by the Committee.

At half-past 12 o’clock the Commlttee adjourned until
half-past 2 o’clock.

The Committee met-at half-past 2 o’clock.

Members present.—Mr. Treasurer (Chairman), Mr.
Baker, Mr. Brooker, Sir Walter Lee, Mr. Madden, and
Mr. West.

The Committee continued its deliberations.

The Chairman undertook to prepare a draft report
for the consideration of the Committee at its next
meeting.

The date of the next meeting was tentatively fixed
for 10.30 a.m. on Wednesday, the 14th June next, in order
to give the Chairman time to prepare the draft report.

The Chairman said that, if possible, he would call the
Committee together before that date.

The Committee adjourned at half-past 4 o’clock.

THURSDAY, 15tH JUNE, 1944.

The Committee met in the Ministerial Party Room, House
of Assembly, at 10.80 a.m.

Members present.—Mr, Treasurer (Chairman), Mr.
Baker, Mr. Brooker, Sir Walter Lee, Mr. Madden, and
Mr. West.

The minutes of the last meeting were read and con-
firmed.

An apology was received for the non-attendance of
Mr. Soundy owing to absence from Hobart.

The Chairman tabled correspondence between the
Treasurer of Tasmania and the Premier of New South
Wales in respect to the New South Wales Parliamentary
Standing Committee on Public Accounts.

The Clerk of the Committee submitted a memoran-
dum, dated the 9th June, 1944, from the Auditor-General,
in which he referred to the fact that in giving evidence
on the constitution of a Parliamentary Standing Com-
mittee on Public Accounts he had directed attention to
the fact that he had fully stated, on pages 41, 42, and
43 of his last Annual Report, his reasons for advocatmg
the establishment of such a Committee, and that when
giving evidence he had stated that to save time he would
not read this statement. The Auditor-General asked
that these reasons as contained in his Report be included
in the evidence. He also referred to the fact that he
remembered, when giving evidence referring to the grant-
ing of a loan of £500 to the Spring Bay Municipality, asking
the Chairman in his capacity as Treasurer what he
would do with the ‘money when it was repaid, but that
he could see no reference to this question or the Chair-
man’s reply thereto in the transcript of the evidence.

After considering the first point raised by the
Auditor-General, the Committee resolved, on -the Motion
of Mr, Baker, that the Auditor- General be informed
that the Committee did not consider it necessary to include
the passages of his Report regarding the Public Accounts
Committee in the evidence as they were already available
for perusal.in the Auditor-General’s Report.

After considering the second point it was resolved,
on the Motion of Myr. Baker, that the Clerk of the
Committee inform the Auditor-General that it was not
competent for a witness to question a member of the
Committee, and therefore the Committee could not agree
in the evidence the question and answer
referred to in the Auditor-General’s memorandum. The
Chairman presented a Draft Report for the consideration
of the Committee.

The Committee proceeded to consider the Draft Report.



Amendment proposed (Mr. Baker), page 1, line 1, after
“on,” by leaving out all the words to the end of the
Draft Report and inserting the following:—

Item 1.—Date of Presentation to Parlioment
of Auditor-General’'s Report.

Evidence was tendered by Mr, Steele and Mr. Batt as
to the date of the receipt by the Auditor-General of
Treasury and other accounts and the late presentation
of the Auditor-General’s report to Parliament.

The Audit Act, 1918, Section 29, requires that the
Treasurer shall, as early as practicable and not later
than 31st August in every year, prepare his annual
statements of acecounts and forthwith transmit them
to the Auditor-General. The same section requires that
within two months after receiving the Treasurer’s state-
ments the Auditor-General shall, if Parliament is sitting,
transmit his annual report to Parliament.

The Auditor-General’s Report has, in fact, been sub-
mitted to Parliament for many years past later than
the end of October, and in many years at a date a few
days dfter the presentation of the Budget by the
Treasurer.

The Auditor-General explained to the Committee that
the work of preparing the report had greatly increased
since the passing of the Audit Aect, 1918, and printing
diflﬁculties had also made compliance with Section 29 diffi-
cult. '

It also appeared from the Auditor-General’s evidence
that the custom for many years had been to present
his report to Parliament after the Budget, and that he
had been advised by the Solicitor-General and the Clerks
of both Houses to follow the usual procedure. The
Treasurer also, without definitely advising him on the sub-
ject, had suggested to him that it would be a gracious
act on his part to follow the usual procedure.

It appears, therefore, from this evidence ‘that the
date of presentation of the report to Parliament has
been fixed by reference to a consideration not recognised
by the Audit Act. It is obvious that the Government
of the day may have an interest to delay presentation
of the report until after the Budget in order to obviate
criticism during the Budget debate. )

The evidence, in our opinion, establishes that in some
years at least the real reason for the late presentation
of the report to Parliament was that it should be tabled
after the presentation of the Treasurer’s Budget: whereas
it should have been tabled before the end of October, regard-
Iiss og whether or not the Budget had been presented by
that date.

Item 2.—Revenue Quverstated by £6857 14s. 9d.

This item relates to a statement in the Auditor-
General’s Report that the Treasurer’s revenue for the
year ended 30th June, 1943, is overstated by the inclu-
sion of £6857 14s. 9d. in respect of tax instalment stamps
and group scheme deductions not applied to payment of
tax at 30th June, 1943.

The whole question depends upon whether the State,
in collecting on behalf of the Commonwealth and State
instalments of tax deductions from wages of employees
and the sale of tax stamps, should have paid the amount
in question into the Consolidated Revenue or into a
Suspense Account pending final adjustment.

We think this is a question upon which there is room
for differing opinions. We have studied all that can be
said for the respective contentions, and incline to the
view that the sum in question should have been paid into
the Suspense Account until adjustment of the respec-
tive shares of Commonwealth and State.

However, the question is not important and we do not
pursue it further.

Item 8.—(a) Discrepancy Between Actual and Estimated
Deficit; (b) Large surpluses in Votes Irregular.

The first of these items refers to a comment in the
Auditor-General’s Report that the discrepancy of
. £168,232 between the- estimated and the actual deficit
for the year ended 30th June, 1943, was “too great”:
and the second, to the statement that large surpluses in
votes of expenditure “ are irregular and to be condemned,
as they give departments the opportunity and temptation
to expend money unnecessarily rather than surrender
the balances of their votes at the end of the year.”

Both these statements are matters of opinion, and
depend upon whether the point of view is to discourage
unnecessary expenditure. We think it clear, under the
Audit Act, that the Auditor-General is not only justified
but has a positive duty to call the attention of Parliament
to any financial practice of the Government which he con-
siders detrimental to the public interests and the reasonable
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protection of ‘taxpayers. In this instance, the Treasurer
had seriously over-estimated his deficit, which turned out
to be £168,232 below what was provided for. This was
brought about chiefly by the expenditure being £127,108
below the amount authorised by Parliament, this being
by far the largest surplus in votes of expenditure during
the last 20 years. This abnormal situation was clearly
a proper matter for comment by the Auditor-General.
Even the Under-Treasurer, in his statement on this sub-
ject, admitted that surpluses in votes ‘“are undesirable
and call for explanation,” though denying that they were
“ irregular.”

Item 4.—Use of Loan and Trust Moneys.

The Auditor-General, in his report, stated that the
accumulated deficit of £838,919 in the Consolidated Fund
had been financed from loan money authorised and raised
for capital purposes and from trust moneys: and he
added “the use of such loan moneys to finance revenue
deficits for an indefinite period is considered improper
and illegal.”

The Under-Treasurer, in his evidence, agreed that the
use of these moneys was “improper and undesirable,”
but that he had great doubt whether their use was illegal.
He saw no objection to the use of moneys raised for
loan objects such as roads or bridges for the temporary
financing of revenue deficits. He thought that pending
the use of loan moneys for the authorised object it was
quite legitimate for the Treasurer to make temporary
use of them for any purposes. Also as to trust funds
there was no objection to using them temporarily, but
he added, “the first opportunity should be taken of
putting it right with Parliament, probably, in the next
session.”

It is obvious that the conditions which the Under-
Treasurer has laid down for the use of such funds have
not been observed in Tasmania. Admitting that Gov-
ernments elsewhere in Australia and, perhaps, in Eng-
land follow the same practice, in varying degrees, in our
opinion it has been carried altogether too far in this
State. It has definitely approached the danger lire,
and immediate steps should be taken to rectify it. The
position arises from the fact that revenue, loan, and
trust moneys are all pooled in the same banking account,
and any shortage in revenue funds is made up from the
common fund. Of the total trust funds of £1,145,580,
the sum of £566,115 has been invested and the remaindsr
has been used as required for many years to finance
current expenditure. And even the proportion invested
is not all in trust securities, for £249,998 was used by
the Government to buy shares in Australian Newsprint
Mills Pty. Ltd. Such improvident finance fails to guard
the State against variations of fortune in the future,
and should a time of financial difficulty arise, the State
might find it impossible to honour its obligations.

In our opinion. the present method of dealing with
public moneys in this State should be drastically reformerd.
There should be three separate banking aceounts, in
which revenue, loan, and trust funds should be kept
separate. There should be no difficulty about obtaining
an arrangement with the bank for a set-off of accounis

.in credit against those in debit in order to minimise

interest charges. The true position of the State’s finances
would thus become clear, and the trust funds, particu-
larly, protected from misapplication. The fact that the

_period after the war may be one of extreme difficulty in

public finance makes it all the more necessary that we
should attempt at once to put our house in order. We
realise "that this plan cannot be completely carried out
without the funding of the large unfunded deficit, but a
start could be made with such trust funds as remain
and any future trust funds, while the separation of all
three funds for the future would prevent this practice
going further and establish an important principle. Tke
Government also should renew its efforts in the ILoan
Council to rectify the flagrant and illegal breach of the
Financial Agreement by the failure to fund the revenue
deficit of £838,919.

Item 5.—FExpenditure in Excess of Parliomentary
Authority.

The Auditor-General, in his report, drew attention to
what he described as “the two frequent use of the
emergency clauses of the financial regulations for the
authorisation of expenditure, and have stressed thst
only expenditure, which is of such an urgent nature
that it cannot wait for the sanction of Parliament, should
be authorised by the Governor, and that no expenditure
should be atithorised in this manner whilst Parliamert
is meeting.”

He_proceeded to give a number of instances in which

his views on this subject had differed from those of the
Treasury.
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The first question which arises is whether the Auditor-
General has power under the-Audit Act té' veto. any
emergency vote authorised by the Governor in Council.
This question was raised for the first time during the
sittings of this committee.

It has always been recognised in practice that the
power of veto existed, presumably under Regulation 21
of the Audit Act, 1918, which provides that “it shall
not be lawful for the Treasurer to make any payment
under such a Governor-in-Council authority without the
previous report of the Auditor-General that the payment
has been duly authorised.” :

It was suggested by the Treasurer that this regulation
merely empowers the Auditor-General to refuse his
approval if the authority is not in order on the face of
it, so that all he can do is to ensure that the proper
formalities have. been complied with and that the correct
signatures appear on the document. :

Should that be the correct view of the Auditor-General’s
powers, there is no check on behalf of Parliament as
against the Government upon the issue of such emer-
gency votes. ~All that the Government hds to do is to
comply with the formal requirements of the Audit Act
and the Auditor-General must approve. '

This view reduces the office of Auditor to that of a
mere rubber stamp. He has hitherto been called “the
watchdog of Parliament,” and has been regarded as
being equipped .with complete authority to ensure that
the will of Parliament, as éxpressed in its votes of money
to the Government, shall be enforced. Under the Audit
Act, 1918, he is the officer of ‘Parliament itself, not of
the Government; his salary is secured by law, and he
is removable only on an address of both Houses of Par-
liament. This position has been invariably recognised
by all Governments up to the present time. There is no
instanece on record of a Government challenging the
power of the Auditor-General to refuse consent to such
an émergency vote. A letter from the Parliamentary
Draughtsman (Mr. R. G. Osborne) to the Treasurer was
tendered by the Treasurer which appears to support the
objection to the Auditor-General’s power, but on exam-
jnation this letter appears to be of a personal nature,
not purporting to be a considered legal opinion. We
were informed that no opinion had been obtained from the
law officers of the Crown on the subject, but that steps
were being taken to obtain an opinion from a Melbourne
Counsel, : . , )

Two such opinions have since been obtained, and copies
have been provided for members of the Committee.
do not agree on the important question of whether the
Auditor-General has a power of veto on the question of
emergency, but we note with satisfaction that the opinion
of Mr. Fullagar, K.C., is that he has such power under
the regulations of the Audit Act. Mr. Fullagar has an
‘acknowledged standing in Australia as a constitutional
lawyer, and the Government should have no hesitation
.in acecepting his opinion. ' o

In these circumstances, we ‘do not féel disposed to pur-
sue the subject further, except to say that the established
practice under successive Governments speaks eloquently
of the fact that the Auditor-General is much more than a
rubber stamp, and is, in fact, what he has always been
supposed to be, the “ watchdog ” of Parliameéent. In our
opinion, nothing but the final judgment of a court of
law’ should be permitted to destroy, or even to impair,
a principle of such great importance. . .~ =
The principle that no public money can be validly
appropriated except upon a distinet authorisation from
Parliament itself is fundamental to our system of Gov-
ernment, and has been affirmed by the highest tribunals
of the Empire. In the case of Auckland Harbour Board
v. The King; decided by’ the Privy Council in 1924, on
appeal from the Supreme Court of New Zealand, Vis-
count Haldane, in his judgment, said:—* It has been a
principle of the British Constitution now for more than
two centuries, a principle which their lordships under-
_stand to have beéen inherited in the Constitutions of New
Zealand with the same stringency, that no money can
be taken out of the consolidated fund .into which the
revenues of the State have been paid excepting under
a distinet authorisation from Parliament itself. The days
are long' gone by in which the Crown or its servants,
apart from Parliament, could give such an authorisation
or ratify an improper payment.” The judgment shows
the extreme stringency of this rule, for in that case an
unauthorised payment of £7500 was recovered against
the Harbour Board even though it had been passed by
the Auditor-General. A recognition of the same principle
" by the High Court of Australia will be found in New
South - Wales v. Bardolph 52 C.L.R. 455. . "

The evidence of the Under-Treasurer is that in reality
very few clashes of opinion have occurred between the
Treasury and the Auditor-General, In the last financial

‘for.”

_of emergency under Regulation 20.

They

‘for, £10,000.”
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year there were eight instances in which the Auditor-
General refused his approval. ) ' :

We feel justified, on Mr, Steele’s evidence, in saying
that on the whole the present system has worked remark-
ably well. Differences of opinion are bound to occur as
to the interpretation of items in an Appropriation Act,
many of which are_very loosely worded or expressed
in general terms. When the Auditor-General differed
from the Treasury officials as to whether any particular
expenditure was within the terms of a vote, his usual
practice was to be guided by an opinion of the Solicitor-
General. In taking that officer’s opinion he acted in
accordance with the Audit Act, 1918, Section 14. It
is clear that, in some cases, there was room for differences
of opinion, and in such cases it becomes a matter of judg-
ment which particular opinion shall be adhered to. We
do mot think it necessary to examine in detail every
instance in which the Auditor-General objected to an
appropriation or proposed appropriation by a Government
Department. - There were cases in which, in our opinion,
he was too insistent upon a technical objection, as, for
example, when he refused to admit that provision for
clerical assistance for the Australian Comforts Fund
came under the emergency provisions and should be
provided for under Division 27, Item 29, of the Appro-
priation Act, “ For war purposes not elsewhere provided
In one case, at least, that of an ilem of £700 for
free passes and special concession on railways, we think
he incorrectly took the view that an excess on an estab-
lished vote due to the war was chargeable to the same
spécial item 29 instead of being provided for under the
emergency powers.

On the other hand, many of these questions are essen-
tially matters of opinion, and the strength of the Auditor-
General’s position lies in the fact that he is the officer
whom Parliament has selected to determine the point.
In the great majority of such cases - which occurred
last year, we think it hardly open to question that the
Auditor-General’s attitude was not only justified by the
Audit Aect but was a reasonable exercise of the power
confided to him by Parliament. The desirability or merits
of the particular vote are not here in question. It is
merely a matter of its regularity; that is, whether Par-
liament has authorised it or whether it is a genuine case

Item 6.—Instances of Conflict Between Audit and
Treasury Opinions.

(@) Free Passes and Special Concessions on Railways—
£700.—This question arose under Division 21, Ttem 11,
“ Free passes and special concessions on railways and
expenses incidental thereto, £2000.” °

This ix an old established vote.

It became exhausted

" before the ‘end of the year, and an additional £700 was

asked for by the Department. A Governor-in-Couneil’s
authority under the Audit Act was passed, but. the
Auditor-General refused to approve of it, objecting that
the sum required should have been charged to Division
26, Item 28— For war purposes not elsewhere provided

“The Treasury refused to 1accépt this view. It was

" admitted that the free transport on railways vote was

inflated by war conditions, -especially by the travelling

‘of defence personnel, but it appeared in evidence that the

travelling of defence personnel had been charged to this
vote before the war. In our opinion, the fact that claims
on the voté were greatly increased by war conditions
does not render the vote any the less liable to meet this

' service, unless a new vote were available for the specific

purpose of travelling hy defence personnel. The only
new vote related to the matter is “ war purposes not
élsewhere. provided * for.” It appears to us that the
words “not elsewhere provided for” exclude from the
vote railway iravelling of défence personnel because it is
provided for specially elsewhere, though inadequately.
But inadequacy of a vote to meet a service often arises and
is no argument for excluding the excess. Regulations
20 and 21 under the Audit Act are provided for the
expressed purpose of meeting such a position. - In_this
instance we are therefore of opinion that the Auditor-
General adopted a- wrong interpretation of the-items in

" question, though we think there is some ground for his

opinion.

- (b) “ Preliminary Investigation into Town and Country

Planning, £600.”—An authority for this purpose was

. received by the Auditor-General on 30th- June, 1943, too

late to permit him to enquire into it before it expired
at the close of business that day. ’

. The manager of the Agricultural Bank -contended
in evidence, that it came within the funections of his

_department at that time and should have been passed, but
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in our opinion the Auditor-General acted rightly in holding
it up. It was provided for ih the estimatés of the
succeeding year.

Item T.—Advance to Tasmanion Shipbuilding
Board.

The Tasmanian Wooden Shipbuilding Act, 1942, author-
ises the Board thereby created to borrow £60,000 and the
Treasurer is authorised to lend £30,000 when he is satis-
fied that a binding agreement has been entered into
between the Board and the appropriate Commonwealth
authority. )

The Treasurer lent £30,000 to the Board, and the ques-
tion discussed before the Committee was whether a bind-
ing agreement as required by the Act had been entered
into,

It appeared in evidence that no formal agreement had
been entered into, but that lengthy correspondence had
taken place between the Tasmanian and Commonwealth
Governments in which many details of the plan to build
wooden ships at Prince of Wales Bay were agreed upon.
In fact, so far as the correspondence went there was
undoubtedly agreement between the Governments, and the
Solicitor-General advised that this was sufficient to
satisfy the requirements of the Act. But whether the
agreement was sufficient to protect the State adequately
against financial loss is a different question, and here, we
think, the Government has seriously failed in its duty.
The position as disclosed by the evidence is that no agree-
ment has been reached between the Commonwealth and
the State on a matter of great importance, namely, what
items are to be debited to capital cost and what to pro-
duction cost. The Commonwealth is to pay the State
the actual cost of construction of the ships, and at the
conclusion of the war agreed with the State to take over
the yards at capital cost; but not sufficient attention
had been given to defining what was meant by capital
cost. The Chairman of the Board and Production Engineer
(Mzr. T. A. Adams) stated in evidence that the unsettled
questions were of vital importance to the Board and the
State, and that a fairly considerable proportion of the
supposed capital cost of the yard was involved.

It is clear from Mr. Adams’ evidence that the very
thing which Parliament intended to guard against when
it insisted upon the insertion of a clause that there must
first be a ‘“Dbinding agreement” with the Board that
the Commonwealth, has come to pass., Mere correspond-
ence between Governments which did not settle funda-
mental questions as to capital cost has thus left the
State unprotected in its relations with the Commonwealth.
Before the State was irretrievably committed to large
expenditure the position should have been clarified. Even
assuming that the correspondence may constitute an
agreement as advised by the Solicitor-General, that is
not enough. In our opinion, the present position is due
to the incompetence of State Ministers who have not
sufficient knowledge of the subject "to insist that the
State was adequately protected.

Evidence submitted to the Committee by Mr. Adams,
Manager and Construction Engineer, indicated a system
of control that, to use his own expression, “ often placed
him in an embarrassing position as Manager.” It appears
also that the lack of clear-cut precision in regard to keeping
costing accounts of capital and construction work has led
to chaotic conditions: further, we are of the opinion those
officers charged with the carrying out of this shipbuilding
scheme had insufficient experience in that class of work.
We believe these officers did their best under difficult
conditions, but, in our opinion, the responsibility for the
muddle rests upon the State Government, and, in some
measure, upon the Commonwealth Government also.

Item 8.~—Loan to Spring Bay Municipality.

A loan to the Spring Bay Municipality for extending
the water supply to the cool stores at Triabunna "was
queried by the Auditor-General upon the ground that it
was wrongly charged to the item ‘ Miscellaneous and
unforeseen expenses as may be determined by the Governor-
in-Council,” Public Works Department! He contended
that the loan should have been made under the State Loans
to Local Bodies Act, 1929, .

This view was opposed by the Under-Treasurer, who
argued that the loan had been rightly charged to the
departmental vote.

Although we agree there is some force in Mr. Steele’s
argument on account of the past history of this vote
in the public works estimates, we are definitely of opinion
that the procedure laid down in the State Loans to Local
Bodies Act should have been followed instead of using
revenue funds for this purpose, We consider that the

seen expenditure -arising in the department

"General.

. frauds on the public revenue and the public.
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departmental vote should now be confined to unfore-
and a loan
is certainly
of loans to

to a local body for water supply purposes
not departmental expenditure. The making
municipalities is governed by a special Act.

Item 9.~—T')'avelling Expenses of Ministers of
the Crown. :

The Auditor-General, in his report, drew attention
to the payment of £453 15s. out of the general vote for
the Forestry Department for the purchase of a Buick

"motor-car for the Minister for Forests (Lieut.-Col. W.

P. Taylor).

There can be no doubt on the evidence that this procedure
was irregular. The Under-Treasurer stated that the
vote was obtained, on the face of it, for a car for the use
of departmental officers, not the Minister. He added that
the money should have been obtained from the Minis-
terial division in the Estimates which is designed to show
all ministerjal salaries and travelling expenses, including
purchase of cars. .

Although the irregularity was acknowledged . by the

- Government, after it had been brought under notice by

the 'Auditor-General, no proper explanation was given
in the evidence how this money was obtained from the
wrong vote on the footing that the car was for the use
of departmental officers. The Minister himself said he
had no idea what vote the money was to be obtained
from: he only knew he was to have a car. It, therefore,
seems Impossible to say who was responsible for this
irregularity. In our opinion it is most important that

‘the correct practice, as stated by Mr. Steele, should be

observed. We were given further -examples, in evidence,
of the concealment of Ministerial expenses from Parlia-
ment by charging them to block votes. There was an
estimated expenditure last year of £400 for driving the
Attorney-General to Launceston and back at week-ends.
This expenditure was charged against the Police Depart-
ment vote. The case of the driver of the Premier’s car
(Constable G. P. Gray) was also cited by the Auditor-
The existence of these cases shows that the
Auditor-General has performed a useful public service in
drawing attention to the matter.

Item - 10.—Irregularities in Forestry Department.’

This matter was .investigated by the Committee on
account of the remarks upon the subject contained in the
Auditor-General’s Report, from which it appeared that an
investigation had been commenced into complaints against
the conduct of two officers of the department, Messrs.
Garrett and Chisholm. Sir Walter Lee, in the House
of Assembly, insisted that an enquiry into these com-
plaints should be held promptly, and shortly afterwards
charges against these officers were made by the Conser-
vator of Forests under the Public Service Act, and the
Public Service Commissioner held an enquiry and brought
in a finding of not guity on all counts. )

A considerable amount of evidence concerning the com-
plaints against these officers and various related matters
was tendered to the Committee by the Minister for For-
ests, the Auditor-General, ahd the Conservator of Forests.
As much of this evidence related to charges of a criminal

“nature against various persons, known or unknown, we

feel some embarrassment in deciding how far our report
should go.. The Auditor-General tendered  in evidence
a file containing extensive correspondence between him-

.self, the Conservator, the Acting Solicitor-General, and

other officials of the Audit and Forestry Departments.
This file was submitted to the Acting Solicitor-General
for his opinion, and we quote the following extract from

it which is dated 2nd March, 1944:—“ The investigation

conducted by your officer, so far as it has gone, affords good
grounds for suspicion of widespread and long-continued
‘Whether
evidence can be obtained to support indictments. for
eriminal offences can only be ascertained by a continuance
of the investigation. Some part of the investigation, at
least, requires .to -be conducted by the police, with the
assistance of your officer, and it is desirable that it
should go on forthwith. Certain charges were made
under the Public Service Act against two forestry officers,
and were heard by the Public Service Commissioner, but
thesga’ by no means disposed of the matters being enquired
into.

The file contains several important reports by audit
officers, and particularly one, dated 10 December, 1943, by
Mr. Poulter to the Auditor-General. That report reviews
all the facts as ascertained up to that date at great
length, and has left 2 deep impression of uneasiness upon
our minds, We suppose it to be the report which the
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Solicitor-General particularly had in mind when “he
referred to “ widespread and long continued frauds on the
public revenue and the public.” It is important to observe
that this report shows that the investigation ‘was by no
means complete, and a long list of specific matters requir-
ing further investigation was attached.

The Solicitor-General advised- that this further inves-
tigation should be undertaken. - Your Committee, there-
fore, after deliberation, returned the file to the Auditor-
General with an expression of its opinion. that he should
take immediate action to .follow the advice of the
Solicitor-General in reference to the criminal matters
referred to in his letter dated 2nd March, 1944.. :

The Auditor-General took the file back from your Com-
mittee under protest, and stated he would consider  what
action he should take in regard to it. We are not aware
what action, if any, has since been. taken. If nothing
has been done by the Auditor-General, -then. the duty
rests upon the Government to complete the investigation
by the appropriate means and to take such action in the
light of full information.as is deemed desirable.’

We are strongly of opinion that no further time should
be lost. The position already disclosed gives such grounds
for suspicion of the Commission of grave offences-.that
the interests of all concerned demand that it should be
cleared up promptly. .

Item 11.—Hydro-Electric Commission. .

Objection was taken by the. Commissioner (Mr. Mac-
Lean) to comments by the Auditor-General in reference
to the wide powers conferred on the Commission by Section
45 of the Hydro-Electric Commission Aect, 1929. It would
appear that some ill feeling has been occasioned by
comments of this nature over a period of years. The Com-
missioner’s complaint appears -to be’ that the Auditor-
General has inferred, rather than expressly stated, that
the Commission’s powers as to charges against the profit
and loss Account have been exercised in 'an arbitrary
and capricious manner, so as to leave only a small
amount of profit for transfer to the Consolidated Revenue
Fund. The Commissioner states the fact is that all
appropriations to depreciation, reserve, and special redemp-
tion funds have been based on the best technical advice
and can be fully justified.

On examining the Auditor-General's evidence and
annual report, we find such comments as (evidence, p.
193), “ The Commission can apparently make as large
a contribution as it likes towards Reserve Fund and so
absorb most of the profits ”’; and, again, that the amount
of net profits “in reality is simply the amount the Com-
mission decides to pay into the Treasury.” For these and
other reasons the Auditor-General claims that he should
have power to certify to the profits before same ave
appropriated for various purposes.

The Auditor-General’s comments do not assert that
the Commission’s powers and discretions have been exer-
cised' in an unreasonable or improper manner or upon
wrong principles. They assert, in substance, that the
powers are arbitrary in the sense that they belong to the
Commission and are not subject to audit control. The
figures of profit transferred to Consolidated Revenue
are stated, and the inference may be thought to appear
that too much is retained for the various reserve funds and
too little handed over to the Government.

As it ‘appears from Mr, Maclean’s evidence that a
consolidation of the Commission’s Acts is in course of
preparation for submission to Parliament, we refrain from
any full discussion of the evidence submitted to us. In
our opinion, the  Auditor-General has mot sufficiently
vecognised the fact that by law the charges against the
profit and loss account mentioned in Section 45 are entirely
withdrawn from his purview, and their determination is
confided to the Commission itself. He is not able to point
to any wrong exercise of these powers by the Commis-
sion. On the other hand, the Auditor-General’s com-
ments are not, in our opinion, sufficient to justify any
substantial complaint by the Commission.

There was some comment upon the fact that the
Auditor-General refrained from certifying to the * cor-
rectness ” of the Commission’s accounts and certified
only that they were a “fair summary” of the Com-
mission’s transactions. No reason appeared why the cor-
rectness of the accounts should not have been certified
to; but on the other hand the Auditor-General is mnot
bound by law to express.his- certificate in any special
form of words. . .

The Auditor-General’s - report is not satisfactory in
yveference to the Commission’s accounts, for it states that
‘ they had not yet been examined, and adds: “but .the
following figures are furnished for the information of
Parliament.” We think it unfortunate, in reference to

m

such an-important public department, that a full and final
report on the year’s activities was not furnished to Par-
liament, and recommend that in future years such altered
arrangements be made as will render this possible.

Item 12.—Public Accounts Committee.

.We have given special consideration to the recommen-
dation of the State Finance Committee communicated to
your committee by the Under-Treasurer (Mr. Steele) that a
Public -Accounts Committee should be constituted by the
House of Assembly with certain powers of enquiry as
to the expenditure of public funds. We adopt the reasons
for the Constitution of such a Committee submitted to
us by My, Steele and regard it as unnecessary to repeat
them here in full. In England, such a Committee was
first set up by the House of Commons in 1862, and so
useful has it been acknowledged to be by Governments,

‘representative of all political parties, that its prestige

and powers have tended to increase. We do not advise
that the House of Assembly should at once constitute a
Public Accounts Committee with all the powers which
the English Committee possesses. In constituting its
Committee, the House of Commons has acted upon the
principle, not only that all money grants to the Govern-
ment come from the House, but that the House is entitled
to supervise the actual expenditure of such funds. The
Budget is submitted to it before presentation to Parlia-
ment, and the Committee regularly examines heads of
departments as to excess expenditure and the like. We do
not suggest that in Tasmania we should slavishly copy
and adopt the constitution which the English Committee
has reached, only after many years of experience. A
Tasmanian Committee should first earn its title to respect
and confidence before being endowed with such extensive
authority, if, indeed, it should ever be deemed advisable
to so endow it. We advise, adopting the recommendation
of the State Finance Committee, that a Public Accounts
Committee, consisting of five members, including a chair-
man, selected from the opposition, should constitute a
suitable body for this State, and that the best method of
setting it up would be by a standing order of the House,
charging it with the discharge of the following functions:—

(1) To examine and enquire into all matters contained
in the Auditor-General’s Report to Parliament,
concerning which an investigation and report
by the Committee to the House of Assembly
is considered desirable.

(2) To examine and report to the House of Assembly
_on expenditure authorised by the Governor
under the provisions of Regulation No. 20 under

the Audit Act.

(8) To inquire into and report to the House of
Assembly on all matters submitted to it by a
Il\ilinister of the Crown or by resolution of the.

ouse.

‘ Though such a conunittee would be an experiment

-in Tasmania, we see no reason why it should not be a

sucecess. Membership of it would encourage a greater
interest in financial matters in the House of Assembly,
and if its problems are approached, as they should be,
in a spirit free from party feeling its decisions should
be of great assistance to Treasury and Audit officials
in resolving their difficulties and generally facilitating
their labours.

CONCLUSION.

Having considered all the evidence submitted, we are of
the opinion that there is very little in the Auwuditor-
General’s Report to which any serious objection can be
taken. It is clear that there have been occasions when
a difference of opinion has been quite possible, but in
the exercise of the wide discretionary powers that an

* Auditor-General must have if he is to be of any real

use as z-check on improper or unauthorised expenditure
of State Funds, there is no evidence that the Auditor-
General has abused the power vested in him. In fact, the
Under-Treasurer admitted, in evidence, that there had
been very few instances of expenditure being disapproved
by the Auditor-General. His duty is to act in a super-
visory capacity on behalf of Parliament.

We are also of the opinion that Mr. Batt has gen-

“erally carried out his duties in a fearless and zealous

manner. Nothing has been brought before the Com-
mittee that warrants any expression of want of confidence
by this Committee or by Parliament in Mr. Batt as
Auditor-General.
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The question being put that the words proposed to The Committee divided.

be left out be so left out; AYES 4. NoEs 2.
The Committee divided. Mr. Brooker. Mr. Baker.
AYEs 2. Noss 4. e Mr, Treasurer,. Sir Walter Lee.
Mr. Baker. Mr. Brooker. %r. %a(ﬁden.
Sir Walter Lee. Mr. Treasurer. T, West.
Mr. Madden. So it was resolved in the Affirmative.

. . M-r. West. On the Motion of the Chairman it was resolved that

So it passed in the Negative. a minute be recorded expressing the appreciation of the

A Motion being made, and the Question being put—That Committee of the advice and assistance rendered during
the Draft Report, as submitted by the Chairman, be the inquiry by the Clerk of the House (Mr. C. K. Murphy),
adopted; (Mr. Brooker.) At 12 o’clock the Committee adjourned sine die

H., H. Pimblett, Government Printer, Tasmania



