F Vi -:‘3
, M‘Z ks /\ L W \'.\
o20-6-17 / 2
Pustint, 02 19T
Llld on lhe Table by ’ﬂ": a'a' 917, No. /7[%5 //
S EATELS
s Gk b&v’mmmmﬁmor\wsmxbm EHAL
s lm o mé\ éwwwwww" o Hedrnt

» 4
- /!/2‘)' Lk, .w‘mr/‘y A
. ok of the Senafe, .. f QD

[ &= G4,

FEDERAL CAPITAT, ADMINISTRATION.

REPORT

oF THE

ROYAL COMMISSION.

#d,

¥ N
(2) ACCOUNTS AND TFINANCE AT CANBERRA.

ﬁgﬁ:"fﬁ%ﬂ?wvm& adananl o e %Vv_:-fL“L,Iﬁ“ 1917 &?\4

3 " . . ‘T
f»hl/%-}‘m oo .,,.,+7w.\;8ob;,w» - 4’**'/fw»k;n«l;.~ltwb?

Printed ana Published for the G e C § AvstaaLia by Arseer J. Muicerr,

Govemment b3 nnl r l‘or the State-of Vicm 2,
“No. /zt./é

G957




ROYAL COMMISSION ON FEDERAL CAPITAL
ADMINISTRATION.

REPORT.

2. ACCOUNTS AND FINANCE AT CANBERRA.

To Hig FEuxcellency The Right Honorable SiR RoNaLh Cravrurp Muxro
Tincuson, a Member of Ilis Majesty's Most Honorable Privy Council,
Knight Grand Cross of the Most Distinguished Order of Saint Michuel
and Saint George, Governor-General and Commander-in-Chief of the
Commonwealth of Australia.

May 17 Prease Your ExcELLENCY—

1. In pursuance of the intention stated in the first part of my Report, I proceed
now to deal with the two subjects of Accounts, and Finance, at Canberra, These matters
deservo the carliest possible mention becauso I'find that the evidence diseloses very serious
defects in the way in which tho accounts have been stated and kept-—dofects so serious
that immediate and complete chango is urgently required: I have not seen any proof
of fraud or dishonesty, hut the evidence discloses continuous instances of error, care-
lessness, and incompetence on the part of persons entrusted with the duty of dealing
with and accounting for Commonwealth moneys and Commonwealth goods at Canberra.
These are words which can only be justified by strong and clear proof, but the difliculty
that I am under in this bebalf is not to find proof in support of the statement, but
to select from the multitudinous instances of cach ground of default those which should
most properly be reported to your Excellency. To report them all would be te repeat
the greater part of the large body of evidence taken on this subject by the Commission.

2. As to the finances at Canberra, the evidence discloses that there never has
been cfficient I‘urlinmentur{‘ or Ministerial control, and that moneys have been expended
by the officers without suthority or knowledge of the Minister, and without any proper
revision by the officers of the Auditor-General’s Department.

ACCOUNTS AT CANBERRA.

3. For some reason, which T have not ascertained, the practice of Parliument
in voting moneys for works and services at Canberra has not heen to appropriate sums
for subdivisions and items. In almost every instance a lump sum has been voted to
cover the expenditure for & year or shorter period, The moneys so voted have not the
protection of Section 37 of ‘the Audit Aet 1901-12, which provides that moneys voted
for one item in a subdivision may only be expended upon any other item in that sub-
division under an order of the Governor-General. It has been usual for a Minister
when moving for an appropriation for exponditure at Canberra to state at lenst a fow
of the main items upon which the money asked for is intended to be expended, But
even if such items are'mentioned thero is'no restriction upon the Minister to devote the
money when voted to those items, and very frequent instances oceur where an amount
stated to be required for one purpose has been applied, in the exigencios of adminis-
tration, to other and very different purposes. For instance, £40,000 voted for 1913-14
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and at first intended for the manufacture of coment was used only as to £2,000 for that
parpose, the balanco being npplied to various other items. Another case is where
£30,000, snid to be required for purchase of cast-iron pipes, as was doubtless nt the time
mtended, was devoted ns to £14,075 of the amount to various other uses, and the bulanee,
not having been expended on specified items, was made available, under the system t_lmt
Yas prevatled, for use in sespeetof any ofher item under which the expenditure anthorized
by the Minister had heen exceeded.

4. A total sum having been voted by Parlinment the practice then has been for
the Minster to suthorize expenditure of varions amounts at liis discretion upon various
specttied 1tems,  These anthorizations are sent to the Clerk in Charge of Accounts at
Canborra, and it is his dut ¥ to see that no more than the specified amount is spent upon
any such item,

5. M. B, A, Piggin hns held the position of Clerk in Chnrge of Accounts at
Canberra sinee February, 1913 he has boen paying oflicer and collector of public moneys
there from December 1900 1ntil February, 1913, the accounts were kept in b_lolbournc.
I'have not investigated the accounts prior to the finaneial year 1012 13, bt it appears
from the evidence that those necounts were not better kept when the books were in
Melbonrne than they have been sinee Mr. Piggin bus been in charge at Canherra, As 1
shall have to make'strong comment concerning Mr, Piggin's hooks and competence,
1 wish now to sny that I found him n eandid witness, and that he showed perfect willing-
uess to explain any matters connected with his accounts, and did not attempt even to
conceal the defeets of his work,  He is, | think. a diligent oflicer and works very hard
to get through the work that his defective hookkeeping imposes wpon him, 1 he had
hand the guidance he was entitled to expect from others more experienced in the Service,
and had been shown the errors in his methods, palpable to any accountant or hookkeeper,
he might have proved himself worthy of the position lie holds: but he apparently had
uo proper know‘mlge of bookkeeping and still less of accountaney wlen he was nppointed
1o the position, and has not heen taught anything of cither since,

6. On 21th November, 1913, Colonel Milley, writing to the Chief Clotk of the
Department of Home Affairs stated,  In my apinion there is no officer in the Accounts
Branch at Canberra competent to keep a sot of books, This is not intended to reflect
upon Mr. Piggin, who hies n6 time to devote to hookkee ping.” A “ Clerk in Chorge of
Accounts ** who has ** no time to devote to bookkeeping * is strangely placed, but 1 have
to concur with Colonel Miller in his estimate of Mr. Piggin's ability. ~ One faet that in
itself is n complete_condemnation of his books, wud his practice in keeping them, is
that it cannot now be stated, and never ean he certainly known, upon \\']mt items the
money spent at Canberra hns heen expended, The first object o} bookkeeping is to
show how much money hns been spent and how it ns been spent. Tere the items
cannot be veconeiled with the tota) expenditure by a sum of £2417. There is no doubs
that this money has heen expended: the question is how it hins been spent, and the
evidence throughout indicates that no reliance can bhe Dlaced upen any one total of
expenditure in respeet of any one work or serviee in any year.

7. ‘The two prineipal bools kept by Mr. Piggin for the purpose of showing expen-
diture are known as the Authonty hook and the Appropriation hook,  In the Authority
ook under separate headings are entered the various works and services at Canberra,
the orginal intention of that book being to set out ench nmonunt autharized by the Minister
to he expended, and the expenditure under ench sueh authority, so as to insure that
the nuthority should not in any case be excceded. uch Authority book,- there js
oue for cach financial year—has on the left-hand page a money column for the “Amount
authorized " and another money column for ** A propriation and unexpended balance
of authority.”  But these headings are not regarded, the practice heing to carry forward
from page to page the total authorizations for all preceding items, and then usually there
is pencilled the amount of authorization for the item stated on that page, orif the amount
is Inked in in cither column it is added to the balance and carricd forward to the next
page. The only useful entry on that Joft-hand page is the ink or pencil statement of
the amount of authority ; the progressive totals of nuthorities have nothing whatever
to do with the account, and their computation from page to page is an utterly uscless
lubour.  On the right-hand page the debits of expenditure are shown, but in order to
ascertain the total expenditure on any work the Authority book for each year would
have to Le examined and the totals extracted and added, .

8. In 1913 Mr. Piggin attempted to keep n General Ledger for the purpose of
showing the gross total ggf oxpend?turc on each item. This of cou;sc \vti.s \_er)‘
necessary, and.such o ledger should have been opened and propesly kept wml lt‘te m“.L
of the first expenditure at the Capital eity, Me, Piggin says that e was _um: ) Lb to gt‘t
the figures of cost for the years 1910-11 and 1911-12 as the hooks were in ) [cl'. oun;t.
it is perfectly clear that he could not have obtnined the desired object of showing the
full expenditure on items without these figures, but instead of ubtaining them t!m!.
s ho did Inter, he started his General Ledger in 1913 with s‘hc figures of that _\e(iu.
"Tliis book was kept from 1912-13 to the end of 1915 by Mer, Piggin or by clerks under
his supervision.

9. This “ledger” is a futile record. The year’s expenditure on each item
is pust::)d,lfrlcqucntl)g incorrectly, from the Authority back, cach year being rulclecl off
separately. In 1914-15 and 1915-16, posting was done at irregular interval» during
cach year, and the progressive totals instead of the periodical totals entered. ;\»‘ m;
instance in the Brickworks account, progressive totals hnvlng been 'three times pusted
in 1915-16, the yenr's expenditure of £19,680 is shown as 160,103, other hkv~ errors
abound. There Tiever was any effort to balance with anything, and no bookkeeping
purpose could have been served by this book.

Mr, Piggin at the end of 1915 * was not satisfied with this General Ledger
(1(1512-1.'%, \:;54‘12(‘5%%7. 32463-5)%, e thought it was not a fit hook to ""f‘ lu:fnr'(-
any one who wanted to go into the expenditure ™ (9995}, and in April or .\lu}l b ll‘.;liyi
he started afresh. This time he had obtained the figures from Melbourne f'ur ) )- L
and 1911~12, and therefore was able to make a complete stgtogncut. He next o ‘ltmm-
five hooks, one for the expenditure up to the end of 1912-13, and ona fm: e :] yeﬁr
following, and o fifth book in which the totals from each of the other books 'I:;lg., it ](:
posted. ~ Why the five books were necessary he was not able to o;plnm: i\ I;.‘ 8n y
result of using five books instend of one was to waste four bovks and to nmrcualo the la Olll"'
involved. The practice of opening a separate hook for each yenr seems t'u he genera l]‘
followed at Canberra, somettmes for good reason, sometimes without any r(‘ns{nn nt,ln i
Many of the aceount hooks shown to me have not been used to the extent o u;n--] hal
ol their space, and I think that upon o fair estimate, one-third of the cost oI t lt'a[(;
acconnt books would be saved if this practice was n])]ll)l.(‘d_lll proper clnnos 'oxlx t\l !
the figures had heen correct in the first ledger which Mr. Piggin u])cne(l} w‘ vimg. ) rdlln'\o
saved himself ali the trouble of starting & new ledger by adopting the simple o.l\pc-'uul:
of summarizing the totals for the conseentive years in the mone{' colm;}nT in his mloI
available for that purpose, adding of course the figures for the eur!lc! years, le
would then have obtained something like the same res\'\lt. he _uclucved );.fnpemn;% .t "IQ
five new ledgers—not quite the same result, beeause in taking out the figures afresh
lic obtained totals very different from the totals in t.hofﬁmt; Ic({lgcrt.'l "

ny deawing his attention to contrasts in figures for the same accounts in
the ﬁrs‘g It)l‘::l‘sf‘lbscqucng ledgers, he exphiined that no two clerks would tx:l\o %ut the
figures in the same way (31117). Earlier (10530) he had stated as to '""i latu ol;nlerlx%
of account, * if hal-n-dozen persons went through the account t!\ey w o[u ll !)r({s‘ ably
all summarize it differently.” " Looking at the Authority book in respect o tl(f.s‘(‘ ngur‘e.;
it seers to me that Mr. Piggin’s statement is perfectly correet ; the n("cuunt.w :}lwtst{nu
in such confused form that it is very difficult to say in many cnses ?o] \\‘m ﬁem
an amount should be debited. Mr. Piggin having completed his General L gcrb nifn
tried to halance its totals with the tofals of expenditure in the Appn;p;mnon.] 130\..
In this Intter book the items of expenditure are added so tlm}_th(c'_tf)m‘ i)rlcm.n "tmll
is shown. These totals to the end of 1916 amounted to £855,995 ; ]!lhlo( l,ic}" 't'o als
only amonnted Lo £853,578, and up to the present heis }lllllbl(‘ to say l{u\\‘ ‘t he del ‘ll(.l(_'tlll_‘
of £2,417 is to be nccounted for. ~These figures showing the cxpcndltmtt 0r'~‘3?-m3 b item
for ench year and the gross total of each 1bem amounting nlto_gcthg‘ll' t(lj §o. ,a7t 5 l“el-t:
stated in’a list which was put in evidence as Exhibit ** B.60. clr\ . s(:cntl o have
been working on the books at various times and with much labour tod llbw" Ell)‘ he {cm,u(i
The result of their search is that (311]12—18) “ qll.tcgpt\m\? i;;ll\d ";‘1?3?(‘:& )ml\, 301;“,3“10‘3:@
i ccounts which will affect the reconcilintion of the Author y b e
Rl[);{-lgp;;ct(i’;x lscdgcr." Still Mr. Piggin says, “ They are mistakes \\]ucI:1 m‘iytl:\liib
keeping books would be linble to make” “ He thought these alterations lxmr mistakes
affected the figures in Bxhibit ‘B.60° to some extent, and that until the figures m(el
reconciled they are not to be taken as authoritative.” Mr. Piggin says also with regar
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to this discrepancy that “ £2,417 is not much to be out in a_big account like that *
(1403). or, as lie explains in evidence (1192) that he meant by this “Tlnt the expenditure
on any individual work wonld not be greatly affected.” It appears to me that it would
be o waste of time attempting now to find out where that discrepancy is. I say this
beeause in my search through the books in an endeavour to find information ns_to
particular mntters T have incidentally discovered diserepancies, crroncous entries,
and other gross blunders in bookkeepinig, so frequent in ocenrrence that T think the
«mly passible way to obtain a balunee would be to make ont a new set of l_)ouks in proper
faskiiom, and even then there conld be no certainty as to the result arrived at, because
entries in the various accounts eannot now be verified, nor their proper allocation
awertained.  In speaking thus of Mr. Piggin's books 1 am not using greater condemna-
tion than he himself has employed  Ile informed Mr. Hiscock, o public accountant,
who was sent to examine the aecounts last year (4996) that * he wonld not verify any
statements in the ledger,” and he admits (9941-47) that * the Authority book and
tieneral ledger are not intended to balance ™ ; that he could not be * cerfain that the
bonks ure corrcet unless they did balance "5 that he “ennnot be certain of their
correctness until a reconcilintion hns been effected and a balance arrived at.” The
entries in the Anthority book are not audited, and ns that book is neither totalled nor
bataneed. it is casy to see that errors in huokkeeping, even as to the addition of figures,
and their being properly earried forward, might occur, and that such errors might never
be discovered and rectified. There are very many instances of such errors.

11. Another book kept by Mr. Piggin is the Appropriation book. In this is
entered on the left-hand page the total of ** Treasury Warrants aveilable” and the
amount of * Advances from the Public Aceounts” ; and the payments made from time
ta time are also entered in cash-book fashion on that page, the items in respeet of which
the payments are made being shown on the opposite page. 'This book is ehecked by the
Audit officers who are able to see that the total payments do nob exceed the amount
of Treasury wrrants and advances available, but it shows no record of the Minister's
authorizations. There is also a Cash book kept, and this too is subject to audit.

12. Another book kept by Mr. Piggin is the Individual Register of Acconnts, This
book, as I was assured by several witnesses, wns opened to provide that “*no aecount
should be paid twice.” 'The nccessity of keeping n book for that one purpose when
other books are kept showing all payments, s not at all apparent,and how with ordinary
care there could be any liability of paying an account at Canberra twice over, 1 am
unable to understand.” The case there is not as in a merchant’s office, where orders
for goads are ;;i\'o.n verbally, in many cases over the telephune, and where there are
many trapsactions making up a gross total payable at certain times. Here the
transaetions are such ns would seem to muke it impossible that an account could be
paid twice over. A requisition has to be made out, an order sent upon that requisition,
the gands received, and then a claim sent in for the amount, and this claim cannot be
passed until it i< vouched for by the oflicer incurring the expense, and wntil after comparison
with the requisition and receipt of the gouds. It would seem impussible that Llundering
could be carried so far as to permit of  double payment under these civcumstances ;
the necedsity of having a document properly vouched would seem to be sufficient
pratection against sueh an error and also against fraud, except in the case of o con-
spiracy between the offieer keeping the books and the vificer having authority to certify
to the corrertness of the claim, and asagainst such fraud this register affords no protection
whatever. Each payment when made is entered in the Cush bouk, the Authority book,
and the Appropriation book. Tf these entries are not sufficient to provent double
payment | fail to see how writing down the payment in anvther book can do so. If
the Individual Register contained ledger accounts with persons supplying goods to the
Commonwealth this would show the amount due to such persons from time to time,
but would not, 1 think, afford any additional security against double payment. Bug
the Individual Register is not kept in that form at all.” Turning to page 10 of the
Individual Register for 1912 13 there is an account with a certain firm shown. This.
merely <tates particulars of goods ordered by the Department from time to time and
the ** amount climed,” but it docs not show when the amount was paid, nor the balance
duc from time to time. On other pages of the book are shown the quantities of goods
ordered from various persons, and the amount due in respect of them, but, as before,
there i« no ledger balance of account.  On some pages are references to the voucher
under which amounts were paid, but in other cases there is no such indication. I
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regard the wholo of the time and Iabour spent upon this book as having been absolutely
wasted. Tt is of no use as & Stores record, for thero is nothing to show what became of
tho stores ; its only purpose is to “ prevent uecounts heing paid twico over " and I
cannot sce how it in any way tends to achieve that object.

13, Another instance of unnecessary labour due to a want of system and an
anrecintion of the real purposo of keeping accounts, is revenled by the fact that besides
the Authority book, there has been kept nt Canberra n Works Branch Account book.
The purpose of cach book is the same—~to show the amounts expended under cach
particular item of expenditure, The Works Branch book is concerned with buildings
and works only, whoreas the Authority book includes expenditure for all other services.
But so_ faras the Works Branch book gocs, its purpose must be to show the exact cost of
o building or a work, Properly kept the Authority book would also show this, There-
fore it is elear that if both books are properly kopt, one is unnccessary. If they are not
properly kept, then both books are misleading. ~ If the totals agree the double necount
18 unnecessary; if they do not, ono book must be wrong, probably both. I have not made
4 closo comparison of the two books, this being to d rate the vale-
lesaness of cithor of them as o record of expenditure. Two instances of their varying
totalsare given in evidence, in the only accounts that came into comparison. Tle cust
of the Administrator’s residenco is shown in the Works book ut £5,480, in the Authority
book at £6,356. Another work, the Bachelors’ Quarters, is shown in the Authority
book to have cost £1,465, which is roughly aboit half the nmonnt that was certainly
spent upon it ; in the Works Branch book the cost is stated nt £4,200, and this amownt
is probably as far from the.truth as the Authority book record, It appears to me that
the timo and labour involved in keeping one of these two books lias been wasted,  With
regard to the Authority and Approprintion books, I think that one book properly kept
would satisfy overy requirement. The purpose intended by each—to show the
expenditure for the year,—could be served by one book which -ought to have separate
acconnts for cach ‘item, and not an account kept in cash-book style as in the
Appropriation book, and with a General ledger balanced weekly or monthly to show that
the total of Treasury warrants has not been exceeded, A Cash book, Appropriation
boole, and Authority book are certainly not all required. The waste of one-half of n
baok, as in the Authority book, could be avoided by entering at the top of each page the
amount of the Ministor's authority, The foolish labour of carrying forward progressive
totals of authorizations for all'works mentioned in preceding pages would thus be
avoided, and the book, of which both pn%es could be usefully employed, would last
twice as long and bo more convenient for the bookkecper.

14, With regard to the Authority book it is necessary to cite some instances to
prove its complete failure to show how the public moneys have been expended and for
what purposes. One such instance appears in respect of the Bachel 5" Quarters mentioned
in the preceding paragraph, another is to be found in the Administrative Offices
Account, which in the Authority books and in Exhibit ** B.60,” shows a total of £15,336.
This total according to Mr. Hiscock, Public Accountant, who visited Canberra in April
and June, 1916, to inspect the accounts and value the buildings there, ““is inconceivable,”
and T fully accept his ovidence. Mr. Piggin was quite positive nlways about one thing-
that there could be no debit to any building or work unless it was authorized
by the officer incurring the expense, and that therefore there could not be an
error in any debit to any partienlar account. On examining this account I find
that debits amounting in the whole to £8,945 4s. 5d. have been made, from time to
time during many months, vaguely deseribed as “ Paying Officer, Federal Territory,”
and later described as “ R 1 to 57 Federal Territory.” ~ Mr. Piggin could not state
what these amounts represented, but thonght they must be * reimbursements,” the
suggestion heing that certain amounts were paid by the Paying Officer out of his
account, and some time afterwards that the amount ‘was reimbursed by the Treasury
and the amount of reimbursement, which might include o number of different accounfs
was debited to this account. It isonly fair to Mr Piggin to say that these entries
were made before he took charge ofy the books, but I rely upon 't]lem, and upon
Mr. Piggin's inability to explain them, as some evidence of the impossibility of depen ing
upon any total shown in any Authorit’y book or in Exhibit “ B.60.” As'to this
total of £15,336, it is manifestly wrong. The account has certainly been londed with
debits that ought to have been made In some other account. Another instance of the
inaccuracy of these accounts is shown by the proceedings in connexion with what are
deseribed as the allocations in December 1913, ~In 1911-12 there had been an authority
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of £20,000 for buildings at Acton, and tha money having been made thus available was
s})ent for all sorts of purposes at Acton and debited to Acton Buildxans, &e,  Thenin
March 1913 Colonel Miller having insisted that a competent officer should bo sont up
to adjust the acconnts so that it might be ascertained upon what buildings or works
monoy had been speat, My, James Kinmond, Sub-Accountant in the head office in
Melbonrne, was doputed to visit Canberra forthat purpose. Thedebitto * ActonBuildings”’
Account was then £23,317. Mr, Piggin had been unable to inform Colonel Miller of
the items upon which this monoy hmf beon spent. Colone! Miller writes that he had been
** ondeavouring for 12 months to obtain this information,” However, on Mr, Kinmond’s
visit in March an effort was made to ascertain the items, but this investigation stood
over until Mr. Kinmond’s second visit enrly in December 1913, An allocation was then
uiede which it js impossiblo to regard s other than o mere guess, the total being debited
to various heads of expenditure and the amount distributed mainly by adding certain
sums to other accounts then existing. For instance, Acton Water Supply Account
showed o debit of £4,029, this account was debited with o further sum of £250;
Administrative Offices Works Branch had a debit of £965, this was debited with £694
more, and it is now explained by Mr. Rolland and proved by the documents that this
debit was intended to be made against a totally differentitem. Acton sowerago showed
a balance of £346, and to this account £1,387 wus allocated; the Administrator’s
residence showed a dobit of £692, to this was added £1,304, (a circumstance which drew
from Colonel Miller the plaint tha the resid was ““ londed ' with this sum),
and so on with regard to a number of other works and secvices,

15, It is quite clear that these amounts were not the result of close caleulation.
What Mr. Piggin could not do in December 1912, with the assistance he was entitled
to alitain from oflicers, it was impossible for other officers to do in December 1013; and
the aceounts affected by this allocation can certainly not be regarded as showing correct
tatale, Altogether the pllocation extended to 25 different items, mainly buildings.
"There are some items, however, which require particular notice. Tor instance, Acton
Roads and Bridges Account which already showed a debit of £228 5s, 8d. was further
debited with £600, the round figures showing tlat the nmount wasa mere guess: * Lime-
stone quarrying £450,” stands in the same footing, With regard to another item of
the allocation, ** stores in hand, £1,700,” romewhat more sericus considerations oceur.
M. Rolland, Supervising Architeet at Canberra, says that there was no Stores authority
at Canberra at allin 1913 ; alt material that came into the Territory was charged direct
to the job (26948-65), and that £1,700 was “ an assumed figure * and that “ any stores
that there were in March would bave been uxed in buildings hefore December.” “Colonel
Miller (0442) states that he was assured that these stores had been checked and certified
by anofticer.  Considering that the allocation was made on Gth December 1913, and the
amount stated as for stores, wos in respeet of stores in hand in Mareh of that year, it is
impossible to see how any such tally could have been made, Mr. Rolland says * he
did not tally any stores: he could not do it” (26919). But nssuming cven that
there were stores to this extent on hand in March 1913, these would according to Mr.
Rolland, have been nsed before December 1918, and should have been debited to the
particular warks upon which they were used. This £1,700 from the time of its allocation
up to the present has remained at that amount as a debit. It purports to represent
assets : there are no stares to balance the entry, and T am quite clear there were none
at the time when the entry was made, The debit was made merely as an aid in
extinguishing the debit of £23,317, and it is much to be regretted that it was made
not only inaceurately, but in o very misleading form.

16, The allocation having been made the various accounts should have been
debited in the Authority book and “ Acton Buildings” Account credited, but this
was not done, The lax practices in bookkeeping—one cannot say metheds—may
account for this omission, but I have also to point out that if the debits had been made
the fact would have been revealed that the Minister's authority for expenditure had
been exceeded in many instances, and that in some instances work had been undertaken
without any authority whatever. The Hon, W. H. Kelly (B. 98, 6434) had given
no authority to erect Nursery Buildings, and had no knowledge of the work, yet £1,837
15s, 1d. had been expended on these buildings and debited to the  Acton Buildings *
Account,and then nearly a year later allocated to its appropriate but wholly unauthorized
item of expenditure. - Colonel Miller says the work was begun upon the Minister’s verbal
approval : Mr. Kelly’s evidence is that it was against lis orders. The official papers
ate in an unsatisfactory state, but I fully accept Mr. Kelly’s view of the matter,
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17, Remarkablo proof of the laxity with which the Canberra accounts are kept
and the impossibility of relying upon any fotal is shown in Exhibit * B.G7.” Mr,
Iiscock, during tho courso of his inguiries desired to ascertain what charges were
included in tho item Running and Miscellancous Expenses £9,602 125, 10d. to the 28th
July 1916, and after some time a return was furnished to him which purported to
set forth the allocation of that amount. ‘The items stated are first of all ** running
expenses sinco December 1015, £3,118 8+, 10d., and “ preparation previous to that
dato” £1,402 125, 4d., making n total of £4521 16s. 2d. The other items are, with
one exception, in round numbers. ** ¥lood repairs to the power-house, weir, cmbank-
ment,” are stated ab £800; * Works Superintendent and Clerk of Works" cottages,”
£700; “removal and fixing conk-house, mess-room, puwer-honse, engine-room stalf,”
£150; “removal of stores' sheds from Acton erection of stores’ depit,” £140;
““removal of original depdt from Queanbeyan to site near Pm\'or-hnu«-, Canbera,”
£200; “ setting up shods, stables, affices af Canberra,” £590; * reruoval from Aeton and
setting up and fixing of earpenters’ shop at Canberra,” €250, Then u balance is abtained
by adding a total £2,250 163, 8d., which is stated to be ** small items not subdivided,
but mostly in connexion with the depit at Canberra,” and these are stated in 2 long
and varied list of matters which seent to e all in connexion with warks or buildings,
and there i~ a footnote which appears to be wholly unneeessary ™ that except as to
the first itemn of £4,521 165, 2d., tﬁe list §s mode up of e~fimafed wrunts,” e jtems
evidently are less than mere estimates—they ure mere guess work and a very con-
~iderable portion of the total amount has nothing whatever to do with the ranning
expenses or with miscellancous expenses of emrrent order,  Clearly the Works
Superintendent’s cottages ought to have been debited to the capital account. The
removal of the cook-house and stores' sheds is alo claimed in the evidenee to have
hoen a part of the cost of the item * Buildings for work-shops, stores, &r,, £14,463.”
“Phris list was prepared by the Supervising Engineer and apparently repr ents the best
effort that the officers af Canberra were able to make in the way of -howing how the
public moncy spent under this item has been applivk. Another item in ** B.Go " is
wholly inexplicable and upon the evidence affurds proof of serfows wis-tatement of the
accountx: that is the item “Dbuildings for work-shops, stores, workmen, &e,,
€14,463 35, 94" The work represented by this toral apparently iv the machine-shop
and the building at the back of it construeted of galvanized iron, and also some
other smaller buildings round the power-house. The machin—hop ix valned by
Mr., Hiscock at £3,687—that amount is said to lave been its cost  aned Lis valuation
of the other buildings is £2435, which leaves a deficiency of £8, 341, An effurt was made
in evidence to prove that the cost of removal of buildings was inchulel in the item;
but this cost with respect to at least three of the buildings is included in the e-timate
of ing and miscell expenses, £0,602. One other definite case s worth
citation: that is with regard to the Acton roads account. The debit to that account
is stated at £1,967 7s, 8d., bub on the evidence it appears (32404-23, 336354-715,
34363-82) that £510 bs, for labour expended on this road was debited to * road
construction and maintenance,” an item which now shows a total of £31.611  These
“allocations ” and items of £9,602, £15,336, £14,463, and £1,967, and the covidence
relating to them and to the matters in the next paragraph mentioned appear to me
to prove the impossibility of relying upon any of the totals in the Authority books in
B.60, or in Mr. Piggin's ledgers, or of correcting those totels by ascertanment of
the true amounts,

18. On his visit in March Mr. Kinmond had directed that no more entries
should be made to the debit of this account of * Acton Buildin[ivs," &e.  Mr. Piggin
regarded this divection as far as materials were concerned, the charges for which he
debited the several works, but in respect of payment for wages he continued in spite of
Mr. Kinmond’s order to debit these to the ** Acton Buildings™ account as before. To
do otherwise would have involved some labowr in dissecting the vouchers to ascertain
the items chavgeable to different works. These amounts so debited to that account
by December totalled the sum of £4,926 and this amount had also to be allocated in
fashion similar to that followed in respect of the £23,317. The allocation was made
by distributing the total among 24 different works, and the observations made with
regard to the previous allocation apply with almost equal force to the present one,
except that in this case there were no round totals of debit and no debit of supposititious
stores. A further debit of £1,006 was made to the Administrator’s re-idence. These
two alloeations make it impossible to assume that the items affected show correet
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totals, but there is also in other accounts not at all affected by the allocation very clear
evidence of incorreetness. TFor instance, tho Reereation Hall at Canberra is said to have
cost £33. Tt is valued at £175, and it probably cost £250 or more.  Upon examination
of other accounts one finds clear evidence of i y in their compilation. For
instance, although traction-engines with trailers, &e., havo been bought at a total cost
of £5.821, this cost is not shown in nny one account. In order to arrive at tho cost of
the engines search had to bo made through the books and o return (Exhibit C.dd)
was then furnished containing the information. ‘T'his cost has becn charged to various
fecounts : for examplo the traction engine with trucks purchased from the Wingadeo
Shire Council was first of all debited to cast-iron_mains {page 18, Authority book,
1912-13) then struck out of that account and debited to engine plant account (page 198),
then striek out of that page and again debited to east-iron mains (page 18). This
lntter entry was clearly made after the conclusion of the year, because the unexpended
balenee of the amount authorized by the Minister had ‘been marked in red ink, and
upon the further entry hiad been struck out and the smount corrected by the deduction
of £1.005. Another traction engine purchased in that year for £750 ‘was debited to
" Cotter River Rond.”  What accounts the other engines were debited to I have not
taken the time necessary to discover, but somewhere in the accounts works have been
londed with portions of the romaining sum of £3.976, and so according to tlhe accounts
traction engines and trailers bought for £5,821 have cost nothing. The position as to
items generally is fairly summed up by Mr. Piggin, who, when lie was asked (9894)
“ Can you swear that the amount shown has been the cost of that building ?” replied,
** No, 1 cannot swear. _ Qur hooks show that amount has been the cost.”  Also
on the oceasion of Mr. Hiscock's visit, when information was required as to the cost of
Luildings, ho asked whether there was one building that they could concentrate upon to
show what the cost was, and Mr. Piggin says that 1t was decided *that the work-shop at
the power-house wounld be that building :"Mr. Muir hed the total cost of that, that is
why we concentrated on that building™ (9890) * but as to the other buildings for
which the amounts are shown, if T said that to him, it was because the allocated amount
was nob one that we could swear to ourselves.”  As to the cost of buildings, very carly
in the inquiry T asked for a list of all the buildings at Canberra, stated in accordance
with the items of Exhibit B.60, so that I might see what buildings were included
under any one such item.  This reburn was not furnished and after the inquiry had
proceeded to some length T saw that it was perfectly uscless to press for it. The
whole official staff at Canberra l:o%ether did not possess the information, and the books
did not enable them to say what buildings had to be considered with regard to any one
total sum of cost. Tor instance as to the Bachelors’ quarters £1,465, which as
already stated must have cost twice as much, it was said that this item had to be taken
together with the Administrative block and quarters, but then it could not be discovered
what other buildings were included in the latter item.

19, Instances of error in the accounts abound as one might expeet where accounts
are neither checked nor balanced, and several of these have to be noticed specifieally
Iater.  But Imay here mention as an instance of the carelessness with which the accounts
were kept that the brick-works expenditure for 1915-16 up to 30th June is stated to be
£19,579' 7s, 7d.  The amount is stated in the ledger for thet year as £19,597 15s, 5d.
but after the end of the year other entries were made bringing thtotal to£19,672 155, 10d.
and on 15th January following, more than six months after the end of the financial year,
> 2 further amount of £16 13s, 8d. was debited bringing the total to £19,689 9s. 6d., but the
ledger total has never been corrected.  Another instance is on page 45 of the Authority
book 1913- 14, where an excess of expenditure above the authority to the extent of
£350 1ds, 2d. is stated as an “ unexpended balance * and in that form carried forward
to next year's accounts. Fhis error of £701 8s. 4d. was never rectified or discovered,

20. Mr. Piggin’s hooks are not kept in better manner now than they were three
years ngo, although special visits have been made by Mr. Kinmond at the instance of
the Administrator, for the purpose of putting the accounts on a proper footing, and
also by Mr. Walters for the same purpose. Neither of these officers appear to have
done nnything to assist Mr. Piggin in improving his methods; nor to have shown lim
how faulty those methods were, It is true that Mr, Kinmond on his first visit in March,
1913, started u General ledger, and instructed Mr. Piggin to keep it posted up. This
duty Mr., Piggin whelly neglected. On his second visit in December Mr. Kinmond
completed the posting of his General ledger, and in his memorandum directed that the
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Gencral ledger should be kept regularly posted up.  Mr. Piggin made no further entries
in Mr. Kinmond’s General ledger, but started the ledger that'T have already referred to,
I am unable to see what purpose Mr. Kinmond’s ledger would have served. I do not
profess p knowledge of accountancy, but 1 think it clementary that o General ledgor
iould balance with the book or books from which its entries are posted, and that at
the conclusion of the financial period, whether that is a yeag or half-y ear, the ledger should
show at a glance the totals of the various accounts of the book ‘or books from which
the ledger is posted. Mr, Kinmond’s Jedger wus apparently not intended to shuw
balanee cither with the Appropriation book, the Authority bouk, or the Cash book,
Sometimes his aceounts show periodic totals posted frum the Authurity buok, these
accounts sometimes in their totals differing from the accounts in the bouk from whick
they are taken, and in some cases detailed items of expenditure are posted (pp. 30, 31,
33,°34), but as neither the Authority book nor this ledger are totalled, except as to
separate avcounts, 1 cannot see Jiow any balance can be made, In his teport (B.130)
of the 8th December 1913, Mr. Kinmond suys “ The Authority buok, Summmary book,
“and Jedger,” were halanced by me up to 31st March 1013, 'I'he Summary Look was
not produced but for the reasons stated, I am not able to see how a balanue was struck,
As far as T can soo, it would only have been useless lubotir to continue tu write up the
ledger in its present form. During his examination 1 pointed vut to Mr. Kinmond
that there were entries in his ledger to the debit of the Administiator’s residence that
did not-appear in the Authority book, and that therefurc it woukl be inpossible to balame
these two books, and just before the conclusion uf the evidence, Mr, Kinmuml on Friday
16th February, asked to be allowed to give further evidence an to the accounts, |
reminded him that he had already been fully heard, having given evidence on two
oceasions, but said that if there were any new facts that he had discovered since giving
evidence, or if there was any matter that he had statedl erruncously, Tshuuld he prepared
to hear him at 11 o'clock on the following Monduy. Tle did not appear on tht day,
and it was explained that he had not yet Leen able tu cumplete the matter upun which
he wished to give evidence. He appeated on Tuesday mourning and stated that he was
then able to prove that the books did balance, and explained that the debit to the
Administrator's residence that I' have referred to, although it did not appear in the
Authority book, did appear in the ““ Acton Buildings * &c., account (£23.317) which had
never been extinguished by eredits in the Authority beok. 1€ that is su, then it would
appear that these two hooks, even il their totals. ngree, do not agree as tu individual
accounts, and a General ledger that dues not agree in its totals with Louks frum which
its entries are taken, is not a proper book of account.  And further, this ledger had been
completed on 30th June, 1913, yet in 1917 it took Mr. Kinmund two duy» tu balanee it
with the Autherity book. Iis nselessness and the yuality uf the Lovkheeping may be
judged by comparison of its figures with the figures of three among the first hatf-dozen
:{u-l(iounts in the Authority book, The figures as stated in the several books are as
ollows I—

—-— Sl Rinmond's Lediur. Autharits look. e Vindne Senerat
A Load, L oad,
Aeton Water Supply. . ‘e . 425 11 9 425 11 9 4379 11 11
350 G 2 (p. 4R8) 1R 19 6
313 -I}
Acton Bachelors® Quarters ) L4168 19 8 (p 18T) L’B 1R 70 L6 19 8§
Administrator’s Residence ’ 3,003 16 11 LGS 18 0 3,003 16 11

91, With regard to the first account, the item £350 Gs. 2d. represents the amount
added in the first allocation. ‘This entry was not made in the Authority book, but debits
to the extent of £178 193, 6d. were added during May and June, and in Octoher the sccount
was credited with an amount of £76 16s. 6d. Mr. Kinmond’s ledger was said to Le
complete to December 1913.  This inconsistency would of itself make it a matter of
difficully to balance the books, The total in Mr. Pigpin's General ledger is wholly
incomprehensible. I have searched to findsomeexplanationof it but theamount remains
a complete mystery. In Mr. Piggin’s first ledger begun in 1913, the total was stated
in agreemont with Mr. Kinmond’s total, £775 17s, 7d. M. Kinmond's total of £1,416
195, 8d. for Acton Bacheloys’ quarters, represents the amount debited in allocation of the
£23,317, but he omits the two debits shown in the Authority book, These Lwo items
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chiefly consist of wages of persons omployed at the Baclielors” quarters ; in the Authority
book they are debited to Acton Bachelors’ quarters and s0 I must ussume that they were
intended to be charged against that building. Here again the inconsistency of the
figures imposes a diffieulty in balaneing. As to the Administrator’s residence the
difference hetween the Authority hook and the other two is explained by Mr. Piggin's
omission to debit that account with the amount of £1,304 18s, 11d. allocated. But
Mr. Kinmond also in some accounts omits to debit the allocated amounts, for
instance in Acton Roads £228 5s. 8., he does not debit the £600 alloeated and does not
state the amount elsewhere, and this omission with others of like nature would mnke
any balanee of aceonnts impossible,

22, With regard to Mr, Piggin and Mr. Walters and Mr. Kinmond, I was
surprised o find that a balance does not appear to be regarded as being at all necessary
for Canberra Account books. 1 have already mentioned Mr, Piggin's reference to the
* smllness of the diserepancy of £2,417 in a big account like this at Canberra,” Ile
shows the same want of regard for accuracy (10077) where he states that the amount of
£O38 25, 4d. * fairly tallies ** with the amount of £969, stated in his books. Mr. Kinmond
(27089- 27135) states that “ The discropancy of £2,417 does not come into the matter
of halunce at all, that it is a mattor hetween the account of subdivisional books and the
Approprintion ledgers, and is not » matter of accountancy at all.” He states that the
Authority book scconnts “ balance to a penny ” with the expenditure given by the Works
braneh books, and this after it had been pomted out to him that there is no balanee at
ull, It s evident that o book which is not totalled us to all items ineluded in it, and the
Authority book is not so totalled, cannot be said to balance with anything, Later
he explained that what Lie meant by this was that two of the individual items did agree.
In his last evidence also, Mr, Kinmond uses the words * The expenditure in the Authority
haok * practically agrees with the General ledger.””” Mr, Muir also falls into the same
error, e says (32174) that the Works account book and the Authority book should
* approximately balance ¢ that (32185) if * they are properly kept they should not
be far apart.” " L cannot understand the use of such phrases as these by any person
clniming knowledge of accountancy or experience in bookkecping. Books in a set
cither balance or do not balance, If they do not halance they are not proper books of
account, because they do not state the truth as to the transactions recorded. Books
that only ** practically agree ” are wrong. These truisms would be too elementary for
statement il they had not heen denied by the evidence quoted.

23. Another matter to which I must refer is that it scemed to be asswmed by
several witnesses that it was quite enough in defence of any ivregularity or error to sny
that that was the * practice of the l)e}mrtmcnt." This phrase was repeated con-
tinuoudly and witnesses appeared to think that if an error had been repeated
continuously no further justification was needed.

24, Responsibility for defeets in bookkeeping at Canberra must Javfely rest
upon Mr, IL I, Walters, Accountant of the Department of Home Affairs, a position
that he has held during the lnst fourteen years.  He admits (19345) that such
responsibility daes rest upon him, s first acquaintance with the books at Canberra
wa~ in the year 1913, At the urgent request of Colonel Millev that * the highest
oftical authority * should go to Canberra to see that all books of accounts
were properly kopt, Mr. Walters went up, but after spending some time there was
compelled by ill-health to return to Melbourne, and Mr. Kinmond took up the work
of remedying defects in Canberra bookkeeping.  Mr. Walters says that he had laid down
a systent of keeping these accounts in 1910, when they were kept at Melbourne, and
{19330) that his *“system ™ ought to have been followed but was not. He visited
Canberra again in 1915, and also in March of the present year. Ie states (19332)
that when he was there in 1915 his system was not being followed. Asked whether
he took any steps Lo improve the system he said, “ I could not,” and states that the
reason for that was that * there was n misconeeption on one part or the other whose
responsibility it was, The Administrator at the time scemed to argue thathe wasin charge
of the officers up there and that they were under his control and that my responsibility
in regard to them was limited.” e admits that Colonel Miller did not interfere to
prevent his inspection of the books, The evidence as to Mr, Walters being in any way
restrained from earrying out his duty there (19334-47) is so vague that 1 did not think
it necossary to eall upon Colonel Miller for any evidence that he might desire to give
on this point. Colomel Miller had insisted that proper books should be kept, and his
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very strongly worded representations to this effeet, and his requests, twico made, that
an oflicer shonld be sent up to see that the hooks were so kopt that expendituro upon
ench item might Ve ascertained, all seem to me to negative the likelibood of his doing
anything to frustrate the purpose which he had so strongly in mind.  And Mr. Walters
does not ussert any defimite faet to show any limitiation of his proper action.  As to
the acconnts he states (19203) that ** thereis no justification }ur their hooks not
balaneing so far as the system is voncerned.”  That they did not balance is unquestion-
able, and this must have been upparent to him wpon ench visit,  But (19287) he says
he regarded those books *“ as proper books of accounts.” 1 hase come to the conclusion
that Mr. Walters had the responsibility and the duty of enforcing o proper system of
bookkeeping nt Canberra and that he did not perform this duty.

25, Mr. Walters was able from his knowledge of the books to assure me that
Mr. Piggin had kept a General ledger between 1913 nnd 1915, He suid ** 1t was there
in March 1916, boeause | took some figures ont of it myself . all the years were posted
in it ””: and further that the General ledger ought to have balanced with the Appro-
printion book. This wps the ledger that even Mr. Piggin was not satisfied with and
dicearded ax useless for its intended purpose,  Mr, Walters takes no exception to this
boolk as n General ledgeer, nor as to the way in whicl it was hept, M, Piggin was clemrly
right in the apinion that this book was not satisfactory . but Mr. Walters apprars to
have heen satisfied with it and even used it for the purpese of extracting some of yts
figures,

26. Another matter in which Mr, Walters scems to me not to have diseharged
the responsibility that was upon him, is in respect of the Stores’ Jedger,  He says
(19340) that it should be n part of his duty u< accountant ta see that n proper Stores’
hook is kept, and that he * had Inid it down in his first system that there should be
proper storekeeping,”  But although he visited the Territory on thewe two oceasions
it was only quite recently that hie become aware that no proper Stores’ ook had ever
been kept. ITe says (19350) ** Actually I do nol know that there has been no proper
storekeeping until this year: [ have leard that it was s0.”  As he negleeted to see
that his instructions as to keeping o Stores” ledger had been followed, it is not
remarkable that junior oflicers’in the Territory regarded this matter as being one of
little consequence,

COMMONWEALTH STORES,

27, The carelessness shown by offivers in accounting for Commonwenlth moneys
is equalled if not exceeded by the carclessness shown in dealing with and acvounting
for stores at Canberra, Mr. Clair Muir was appointed Storckeeper m January 1912,
and as he had had some expericnce in that work it was no doubt assumed that he would
be able to keep proper records. e opened his Stores ledger when first nppointed,
hut only wrofe this up during the first two montlhs (32003) of the three years that he
held the office of storekeeper. ~ 1le admits (32090) that a Stores ledger wos* necessary,”
but states that as he was not only storekeeper, hut had other duties as well, he found other
work * more essentinl,” and therefore for the rest of his time he wholly neglected to
keep nny record of stores on hand,  He says that he kept a record of everything
that arrived at any work, and also a veecord of everything that was paid for and which
had not arrived there, and so was safeguarded so far as that was concerned, The
insufliciency of such a record is apparent, Without a Stores ledger it would he
impossible for him to say what goods were an hand at any time, and the want of sueh
u record would obviously leave open a clear way for the perpetration of theft and fraud
against the Commonwealth, Ile states (32100) that the ** stores amounted to only
about £200,000 in five years, making nbout £40,007 a year, and that as to 50 per cent.
of that there would be no trouble, so that that only left about £20,000 of material
coming on the job during each year, and that that would not warrant keeping a very
expensive staff to check it.”  Asked why an expensive staff would be required to deal
with £20,000 worth of material in the year he said, ** Even for a small job an expensive
staff would be required i you keep every item in detail.” In paragraph 15 reference is
made to a debit of £1,700 as for stores on hand. As to this amount he was not con-
snlted and his position as Storekeeper seems to have been so little regarded that no
reference was made to him. Ho states that he is not able to make any estimates of
the stores in hand in March 1913, but that any stores then on hand would have been
used before the debit of £1,700 for stores was made in December,
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98, During tho time that ho held office as Storckeeper the Audit ofticers visited
the Territory from time to time and Mr. Kinmond wan there as stated for the purpose
of putting the accounts in order in March and December 1913, I defer for the
present further reference to the Audit officers’ visits, Mr, Kinmond seems not to have
concerncd himsod as to stores.  His evidence (22193-8) is ns follows :—* When you
first went to Canberra was any Stores ledger kept 7—No; not that I know of,  When
you went to Canberra n second time was there any record of stores kept 3—No; not
that [ know of. In your opinion is it not absolutely essential that there should be o
Stores” ledger ? —1 consider 1t would be very much easier to work the nccounts if there
was one.” His report dated 8th Deceimber B.I30 makes no mention of stores
and as e took uo care to sece that there was & Store ledger kept, Mr. Muir continued
hi» negloct in this regard. The expenditure at Canberra during Mr. Muir's term of
aflive ns Storekeeper amounted in round figures to £600,000, Of this total perhaps
£3530,000 may be taken to represent stores and material. It is jmpossible now to say
whether these were properly used in works and buildings, or whether they were to any
extent wasted or misappropriated.

99, Tn February 1915, Mr. Francis, Acting Stores and Materials Officer in
Melbongne, went up under instructions from Colonel Miller to inaugurate a new system
with regard to stores at Canberra.  This task from various causes vccupied much time
and it was not until January 1916, that Mr. G, McRae Dunn was nplpuinted
Storekeeper, It was Mr. Francis' expressed intention that Mr. Dunn should take
contro} of all stores in the Territory, and should keep proper record of them and he
wcems to have so instructed Mr. Dunn. DBut these instructions were neyer carried
sut.  Mr. Dunn certainly took control of a limited quantity of stures at the Territory,
but neglected to undertake the responsibility of lvoking after or keeping any record
of the greater quantity of stores there. Mr. Juhn Bethell, Chief Storckeeper, Melbourne
andd Metropolitan Board of Works, on 13th November 1916, went to Canbersa for the
purpose of reporting as to stores at Canberra, and theit cistady, and he reports that
*under present conditions there i» practically no supervision or control for the stores
atel plant in the Territory, and until this is put on a proper basis and facilities given
for storing, checking and controlling, the same, the present waste will continue.”  He
<tates in cvidence that * the present system fails hadly, Mr. Dunn has no_control ™
(154L) e alwo says (2460 7) there was at the time of his visit * no record of stores
feeeived or ssned.” From his report it appeara that abont £10.800 worth of stores
were under Mr. Dunn’s control and about £78,000 of plant and material were not at all
controlled o lovked after by him. Fur instance, there was material in the stureyard
nut returned to stuck, £10,704 5 in the electrical store, £9,614; in Mr. Brilliant’s yard
and <tore, £7.750 worth of stores, besides £14,793 worth of L:lnnt. and un various worhs
in the Territuty stures amounting in round bera to £4,200 and plant, suine of it in
s, ~ome not, worth abvut £10,300. Tn his report Mr. Bethell says, “ Mr. Dunn is
particularly ansious that the stores should be placed on a proper basi> and if this is
dune [ believe he will make good his position.” My, Hiscock had also stated (3645)
that ** Mr. Dunn is a capable officer and takes great interest in his work.”™ 1 am sorry
1 am quite wnable to agree with Me. Bethell or Mr, Hiscock,  Me. Dunn had been in
uflive fur 10 months at the time of M1 Bethell's visit and yet Lad been content to deal
only with a smalt portiun of the stores mentiuned, neglecting his duty with regard to
others.  There was no reason why he should not have taken over all stores,  Mr.
Brilliant wa~ quite willing that he should do this, and Mr. Dunn states (31726) that
he was mnwilling tu take vver some of the stores because they were not properly
enclused in a proper yard and as to the clectrical stores that that store was 90 yards
anay. ot as he afterwards found 203 yards avay and that this would have necessitated
employing a secoml storeman (31738) , that to take over these electrical stores would
interfere with the general working of his own store, Thi> excuse of appointing an
extre storeman anmot be regarded seriously for that clearly would not be a econ-
~equence of the control passing from Mr. Brilliant to Mr. Dunn, The goods there
could have been lovked after in exactly the same way under Mr. Dunn’s control as
under Mr. Brilliant's. "The vice of having part of the goods only under the Storekeeper’s
cotitrol i~ shown in this, that in order to obtaln gouds from the Sturelecper, there has
to be o propaily certified order, but if the Storckeeper for any reason refuses to supply
goods un this order the petson produding it wan go to the gouds which are not under
Mr. Dumn’s control and get what he wants without any requisition or formality
whatever. I therefure cannot asstme with regard to Mr, Dunn that he will any more
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highly regard his responsibility in the future than he has done in the past, It scems
to me that the Jimited control that he exercised is a very slight improvement on tho utter
nabsence of control that prevailed before his appointment.” The state of affnirs
Yrevmlm at the time he was nppointed and when he took over the stores on hand on
st March 1916, may be scen by the fact that according to his evidence (31702), * A
certain amount of material was handed to me with an intimation that that was the
balance of material purchased ngainst stock and that that was the materinl which 1 was
to check a8 it would be the bnsis of the stock held by me” Tt is stated (20964) that
although the Accounts Branch books showed stores on hand to the valuo of £2,865, the
stores handed over to him only amounted to £2,399 ; yeb no inquiry seems to have heen
nmd_o as to the deficiency. e was to be accountable in future, but whether he was
receiving the amount of %oods that should properly be in stock did not seem to matter.
This is furthershown by the facts as to cement,  When Mr. Francis put Mr. Dunn in charge
there was on hand o large quantity of cement stacked in such o way that the number of
bags could not be ascertained without pulling down the whole hieap and re-stacking,
Mr, Francis thought that tho cost of doing this, about £70, would not be justified, and
therefore decided that Mr. Dunn should take it over without counting it, and that he
should only be responsible for the cement that he received and deult with in the future.
Mr. Brilliant, who seems to have had control of the cement, had kept o record of what
wag received from time to timo and of what was used on the various works, and another
t intended to record identical tr tions was kept by the Accounts Branch of

the Department of Works, According to Mr. Brilliant's statement the amount of
cement on hand was 19,5649 bags, valued at £4,805 15s. 11d., and 4,874 casks valued
ab £3,411 165, making o total of £8,217 11s. 11d. The quantity, according to the
Works account was £6,877 bs. 7d. to which was added the cost of handling, £37 19s. 1d.,
making a total of £6,915 4s. 8d. Mr. Bethell having made acconnt of the cement un hand
in November 1916, found that there was o deficiency of £1,115 10s, 5d.  Mr. Francis
says that there was no shortage in the cement (20971), that “ if the accounts are properly
stated there is no shortage at all ” and (20993) he elaborates this assertion by a lengthy
statement of figures intended to show that the total of Mr. Brilliant's accouns is wrong
and that in reality the shortage does not exist. [ have not attempted to solve the
puzzle presented on his figures, because the result of all his figures s this, that the
cement on hand is £1,938 too much. If his figures had purported to show o balance 1
should have been obliged to follow them closely, to see leetEcr they were right, but as
he tried to prove his assertion by saying that there wasin value of cement £1,938 worth
more than there ought to be, I refuse to aceept this as proof that no shortage existed.
Tu some later evidence hte produced further figures (30603) to show that there is in
stock £186 worth of cement more than thero should be, that being the difference between
the balance according to the Works account figures and the actual amount in stock,
and he asks me upon these figures to find that there has been this strange profit in cement.
T am unable to do so. MMr. Dunn also puts forward some theories, strange to an
accountant, with regard to this shortage. In his carlier evidence he said (31346) he
could only * account for the shortnFe by assuming that some cement had been taken
in an improper way”’: that he “ could not account for the shortage " which represented
4,663 bags.  He stated that there had been n dispute with a contractor as to whether
a certain 100 casks had been delivered and that Me. Francis had said that as there
were in. stock 44 more casks than there should be the contractor was probably
right” (31312.) As to this matter of casks of cement, there had been only one
purchase of casks, and the facts with regard to it are illustrative of the way in which
accounts were kept. The purchase comprised 5,208 casks of cement sold from an
interned ship. There was a claim against the railways for non-delivery of 97 of these
casks but in the secount although 5,111 casks had been received the debit for some
unknown reason was for 5,060 casks only. This clearly was the reason of the surplus
of 44 casks, But with regard to the bags of cement and their total value, Mr. Dunn
puts forward an explanation with regard to a part of the deficiency. Before
mentionin%this more particularly I have to say that I was not favourably impressed
with Mr. Dunn’s evidence, particularly with regard to the matter I now refer to.
Ho had given evidence on Saturday 27th January at Canberra and had been closely
7 1 as to the deficiency of ba(%s of cement, and had given the answers that had
already been cited. Then on Monday he stated that he wished to correct his statement
“that the cement accounts were correct,” because he had ** discovered that they were
not correet ”’ and he then produced documents which lie said accounted for 2,970 bags,
These documents contained figures which le had prepared.a month before and had
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sent to the Administrator_on 20th December, 1916, Il stated that on * thinking
over his evidenco he found that he had not given it corrcctly,” and when asked why
he had not mentioned this explanation on Saturday, said, “ I'do not seo Iow I could
have brought it in"; a reason which scems to mo 10 be inadequate, Lam inclined to the
belief that the real retson why it was not put forward was beeause it was a3 unconvineing
to Mr Dunn as it has been unsatisfactory to me. Mr. Dunn took chargo of the cement
on Ist Mareh, 1016.  The explanation that ho now puts forwnrd is that on 23rd Fcbnmr{'
1016, elevon trucklonds of coment had been londed on tho traction trailers, but although
tho]y were not then taken by Mr. Brilliant into his stores, he had debited his acconnt
with them as though they hnd been received, and that thereforo tho total as shown in
his books was 2,075 bags in excess, which would account for g0 much of the deficiency
of 4.663 bags. But on the stock card produced (Ixhibit C73) it is shown that
these bags were not received into stock until the 1st Alrril 1016, 50 that I am asked
to infer that they wero on the trailers for five weeks. ‘The ovidence as to thero being
such an error is an unsigned memorandum attached to the stores card asserting that
it was admitted by the stores office that this entry of lst April is *“ Wrong by 2,970
bags,” and Colonel Miller in Exhibit 13.249 says with regard to this that Mr.
Brilliant hod said to him during February 1916 “ he had received 2,970 bags of cement
on acconnt of Order No. 2403, and that these 2,970 bags were in the stock of 18,760
bags when it was handed over by Mr. Brilliant to Mr. Francis on 1st March 1016.”
1f 5o Mr. Brilliant's total is not liable to any reduction. But the record on the stock
card 1 that the bags were received on the st April 1916, The explanation is entirely
unsatisfactory. ‘The shortage of 4,663 bags was alleged to b in respect of the coment
handed over by Mr. Brillinnt to Mr. Franeis. Tt is impossible to prove that that
quantity was wrongly stated by saying that Mr. Dunn debited himself with 2,070 more
Dbags than he uctunliy;' received on 1st April. As to Mr. Dunn's explanation on this

ot 1 find that his memorandum to the Administrator includes some figures that

have not tried to follow because it reaches the extraordinary conclusion that * taking
tally on 26th September 1916, it is correct that there was excess of 722 bags of coment
in stock.” T cannot accept this conclusion nor the figures that show it.  One more
point as to the way in which Mr. Dunn’s nccounts are kept, In Exhibit (.73
which he produced there is a stores card showing the receipt of cement, The first
entry is on 30th Aprit 1916, the next following is on the 29th April, and the next and
last is on the Ist of that month, recording the receipt of 4,320 bags which include the
2970 in question. The entries on the credit side of that card nppear in proper order
of date.  As to the cxcess of 44 casks, (.74 debits as stock taken over from Mr.
Brilliant only 5,066 casks, whereas a red ink memorandum on the face of the same card
says that the number of casks reccived by Mr, Brilliant was 5,111 ; and Mr. Dunn’s
stock is accordingly 44 casks over, one cask having somehow disappeared. Cement should
be very easily accounted for ; it comes in and goes out in the same form either in casks
or bags. Yet on the evidence given, according to Mr. Bethell there is a shortage of
4,663 hags, a_surplus of 44 casks and a value shortage of £1,115, Mr, Francis says
there “ is no shorbageat all,” also that © there is o surphus of £186,” and also * » surpins
of £1,938," while Mr. Dunn says allowing for 2,970 bags said to have been debited in
crror that “ there is a shortage of 1,693 bags,” which he assumes were “ taken in an
impreper manner,” and also that there is “an excess of 722 bags The Accounts
branch says there was an excess of cement to the value of £186. " To me the most
astonishing thing about the whole of this deplorable business is that officers seem to
think that they have satisfactorily explained everything, when they have by statemont
of many figures produced an impossible surplus.

30. One thing more as to the control of stores ab Canberra needs to be stated,
and that is thet up to three months ago there was neither a weighbridge at Canberta
station, nor scales, and therefore goods reccived had to be taken on trust as to weight,
the way-bill if it came with the goods being accepted, and if not, there was no means
of ascertaining the weight of n consignment. The seales supplied recently weigh up
to 25 ewt,, and this maximum is stated to be, and probably is, sufficient for all goods
except coal.  Thero the way-bill of the despatehing station must still be aceepted.

FINANCES AT CANBERRA,

31. The lack of Parliamentary control over the finances at Canberra is sufficiently
shown by she fuct that the expenditure is not limited to items nor even sub-divisions,
and that although the Minister may indicate the main items of intended expenditure,
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he §5 not in any way hound to apply the moneys voted 1o those purposes.  The lack of
Ministerial control must bo shown by instances of expenditure without the authunty
of the Minister or in excess of nuthorit‘y given by him.  Lhe two allocations already
referred to uve evidence in point, for as has been shuwm, the moneys were expended upon
rnrticulnr works or services without precedent authority Ly the Mmister and when,
nter, nllocation was made in excess of anthority, or withunt authurity, no confirmation
by the Minister was cver obtoined. 'The expenditure on the Nursery mentioned
paragraph 10 is a strong instance of this irregularity, But fisst it muy be mentioned
that the Minister’s authority although formally given was subject in practice to altera-
tion by the Authority hookkeeper. It isstuted (9753-7) that the bulance of the Muuster's
authority was recorded by the bookkeeper at the close of cach year and carried forward,
and when the Minister issued a new authority for further expenditure in the following
{cnr, the latter authority was rediced by the amount of the balunee carried forward.

i the Minister in any one year approved of the expenditure of £L,000 and there was o
Dbalance of £390 carried forward the Minister’s authority for that year would be cat down
to £10, the difference between the amount of the authority amdl the amount carried
forward : and it is admitted (9757) that the Minister would have no hnowledge of that
reduction.  This matter is important, becnuse money authorized as for one item and not
used for that purpose has, under the custom at Canberra, been made available for any
item of expenditure, At first this practice of earrying forward the unexpended bulance
of authority obtained to a certain extent but in dm bouks in recent years it scems not
to have been done ; the reason for the omission no doubt being that the Mimster's
authority was so little regarded that it did not matter what amotnt had been suthonzed
in one year or another, or at all.  On this point Mr, Piggin’s cvidence (9776 83) s cloar.
He stated that “ The Authority book is supposed to be u chedk that the Minister's
approval hns not been exceeded,” but on being shown that on the item under con-
sideration the authority had been exceeded by £5,000, he says, ““ In connexion with
the main works last year it was the custom for the Administratur and Semor Works
Officer to go through these approvals from time to time, and where the worh wus not gone
on with to allocate an amount from that work to another, when it was found that the
amount provided was not suflicient to carry them over the period for which provision
had bgen made.” On its being pointed out to him that this and other amonnts were
being charged and paid for without any Ministeria) authority for the expenditure Lis
reply was, * It was the custom to do that,”  And (9782) on ity being further pointed out
to him that from the Ist of March this year moneys were heing expended at the Cotter
Dam without any Ministerial anthority his answer was, “ Not exautly, the facts are
that the expenditure was being ineurred in connexion with the main authority which
was theeustom at the time to transfer from one to the other main works amd it was the
Authority bookkeeper’s vespensibility to see that this expenditure would not eaveed the
total Ministerial authority *; and he admits (9783) that the authority for that item had
been exceeded.  What is put forward here is that the officers according to the * practice
at Canberra,” were entitled to spend on one work money that had been authorized by
the Minister to be expended on another. An instance of this practice is showu in B.130
where it is recorded that the Administrator, Mr. IIill, and Mr. Kinmond in December
1913 without reference to the Minister varied the authorities by reducing the amounts
authorized for certain items by £65,423, and by incrensing others to the extent of
£15,281. Two other instances may be given. On 30th November 1915, the Honorahle
King 0'Malley, Minister for Home Affairs, issued o memorandum to the Acting Secretary
s follows:—

»In regard to the attached statement of authorized and netual expenditmie in connexion with
the Federal Capitnl Tervitory, 1 direet that no further expenditure beyond the amount of actun!
expenditure to duate shall ke ineurred without submission to me for my approval”

This minute seems not to have been at all regarded.  Expenditure went on just as before
and without any close adherence to the Minister’s authorizations. Then on 27th January
1916, Mr. Piggin prepared a list of works in case of whick the authorized expenditure
and actual expenditure were stated in parallel columns, and with the estimate of
probable expenditure to 31st March, and a proposed disposition of moneys to provide for
expenditnre,  That list shows (B.140) that at the date of the memorandum there had
been an excess of expenditure in respeet of two items ; upon road construction for which
£3,000 had been authorized, and £4,108 had been expended ; the expenditure on this
item incrensed to £8,411 before the end of the year and the excess thus reached £5,411:
for draftsmen, engineers &e., the authorization was £4,800 for the year and the

Ll
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expenditurg was £354 in excess of that amount, To provide for the probable expenditurs
in excess of nu)t_ho.m)' intended in respect of eight items, and amounting altogether to
£14,075, Mr, Piggin “proposed to fransfer £14,075, portion of the amount of £35,000
authorized for * cast-ron pipe meins," and to distribute it in varying amounts ; £4,000
in the case of brick-works, £2,500 for road constructions, £2,800 for draftsmen, engineers,
and other smaller amonnts for otheritems. This doeument was sent by him to Mr. 1. I,
Walters, and by Mr, Walters, who stated that he had ** conferred with the engineer who
concmrred in the proposal,” forwarded to Mr. Bingle, ActingSecretary. Mr, Binglomarked
this Approved, total original authority not being exceeded,” and signed it as * Acting
Secretary,” and it was again signed by Mr. Piggin on 8rd February, and so the Minister's
m_nlmrmx('lom in respect of items stated in this list were, without his knowledge and
without his approval, altered, and the alterations acted upon, Mr. Bingle says that this
document ouglit to have been shown to the Minister nnd he asserts the Minister's absence
from Melbourne ns o reason why this was not done, But I do not think, looking at the
document, that it was ever intended that the Minister <hould approve of the alterations
of authority,  Mr. Bingle rnrports to sign on his own anthority and I think it is elear
that it was intended that the matter should be so adjusted by the officers, without the
knowledgo of the Minister, and without regard to his minute. Anotlier case in point
is more recent.,  On the 14th July 1916, Mr, Piggin forwarded to Mr, Walters, tho sub-
accountant, a report showing that the authorized expenditure had been exceeded in
certnin instances and said that “in order to provide sufficient to cover the expenditure
on each work 1 would suggest that the following transfers be approved,” The first
of the tra nsfers that he suggests is that £15,466 should be taken from t]hc same ornamental
item of ** cast-iron pipe mains ” as before and should be credited to work-shops, eotter-
dams, sewers, and brick-works, L'he pmount of authority available for 1916 for “ cast-
iron pipe mains ”* was £16,425.  This was the balance remaining alter the nceount had
heen reduced ls"\' the teausfer of £14,075 nlready noticed on account of east-iron pipe
nuins only £912 105, 11d. had in 1915-16 been’spent.  From the nuthority for t}le
railway from Queanbeyan to Canberra, £3,912, only £818 had been spent, and from
the balance of £3,004, Mr, Piggin proposed that the Red Hill Reservoir nuthority
should be incrensed by £1,428, and that the authority for draftsmen, engincers
&c., should be incrensed by £1,454  Other transfers from other authorities
amounting in  round numbers to £6,300 were also recommended: a further
slglrll_ﬁcunt suggestion being that it was proposed to transfer from power-honse plant
£1573 s, an’ uthority that would represent o permanent asset, a sum of £1,316
for yunning and miscellaneous expenses, which would represent nothing more than
awrrent expenses,  The schedule jtsell shows that there had been excess expenditure
in respeet of brlck—\\'or!m £1,579, work-shop £2,233, dam and reservoir Cotter River
£4,997, power-house mains £2,706, rond construction £3,233, service reservoir Red Hill
£1,428, draftsmen, engineers &e. £1,454, main sewer and part minor sewer £6,6570s,7d
running and miscellaneous expenses £1,316 65, &l., and travelling expenses £140 5s. 5d,,
making n total of £25,746. This proposed transfer was not currie(]l out.  Whether it
reached M. Bingle or not the papers do not indicate, and therefore as no transfers have
been made up to the {)resent time the following accounts show exeesses as indieated 1—
Brick-works £1,68), the anthority is stated at £18,000 and this appears to be made
up of the Minister's anthorization of £14,000 and the transfor from cast-iron pipes in
Februnry 1916, of £4,000, so that really tho excess expenditure is £5,680, Workshops
fe., shows th'e axpenditure of £0,732 17s. 10d. agninst an authority of £6,810. Included
in the authority for this work on earlier pages of the account was a credit of £390 from
original authority ” and numbered 15/202, but this scems to have been for some
special work and is not included in the authority afterwards, although it is added in
with the meaningless total in the first line of the page. Another authority of £300
stated in an earlier page of the account is also omitted, but the authority for £6,810
includes the unouthorized transfer from cast-iron pipes under the previous allocation
£1,600, and therefore the excess of expenditure on this account really is £4,492, Tor the
dam and reservoir Cotter River, the expenditure renched £25,002, or £5,000 in excess
of the amount authorized. It is unnecessary to go through the other accounts on which
excess was shown in Mr. Piggin’s statement, but the fact remains that in this lnst
completed year the expenditure in excess of the Minister’s authority in respect of the
cases cited exceeds £35,000.  Tnstances of such excesses conld be multiplied, but in
view of the evidence that expenditure beyond or without authority was the “,pMCtico
at Canberra * T do not think this labour necessary.
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32, Another matter that points to grent luxity in the finances is one that has
already been roferred to in respect of traction engines, ° It has heen shown that two of the
engines had been debited to ¥ east-iron pipes,” and ** Cotter River Rond ” respectively,
so that there is still £3,976 of purchase money for traction engines to bo accounted for,
and the only thing that one can certninly sy is that it has not heen debited to the account
that it ought to have heen, namely  Eraction engineaccount,” It is hardly necessary
to emplasize the importance of fhese unjustifinhle entries the fact beiug “clear that
officers by this means eould carry out works and purchase plant without the knowledge
and even ngainst the fnstructions of the Minister,” The debit to traction engiue account
at the end of 1915-16 is £685 3. 9d., and this represents only the loss on working during
that financial year. Mer, Piggin supplied further figures showing receipts and expendi-
ture to 31st January 1917, and from these it appears that the debit on working account
on that date wos 1,486, "This account is supposed to be eredited with amounts at the
rate of 7. Od. per hour working time forull the haulage done by the traction engines for
other works.  Working these figures out I found that instead of eharging 7s. 6d. per hour
the proper charge allowing for depreciation should be 18s. 6d. per hour, and upon my
suggesting this fo Mr. Piggin he was able to point out that this was not so * because
no eredits had been entered up since November,” Seven traction engines, or at least
five, us that is the avernge in work, had heen working during that time, and almost day
by day there should have heen some credit given to their work and debited to other works
or serviees,  But the extraordinary laxity in making these entries is only in accordunee
with what is found in other directions.  Looking at the account L am very much inclined
to doubt whether this aYleged system of allowing 7s. 6. or any swm per hour has ever
been followed. The eredits in Just half the number of cases where credits have heen
made are simply deseribed ns ** Dr. various authorities” and in these cases there is no
reference whatever to any voucher or account on any other page in the Authority book.
In the other cases of eredits the entry is * Dr. other votes” 'The amounts credited
which very frequently include odd shillings and pence, do not scem to be the product of
an howrly eharge at the rate stated, On the left-hand page of the account no authority
for the account is stated, but there is a pencil note to the effect that “ authority is being
obtained.” Mr. Piggin is confident that it was obtained, but there is nothing to show this,
still one cannot infer from the fact of its not being entered in the book that it ought not
to have been. The first traction engine was purchased in May 1911, 'This working
account was not opened until 10th Mareh 1916, To what accounts traction engine
expenses were debited in the interim | have not ascertained.

REQUIREMENTS OF THE AUDIT ACT.

33. Evidence having been given of the absence of any proper accounting for stores,
and of expenditure of moneys without the Minister's authority, it became necessary
to take the evidence of Mr, 1. W. Israel, Auditor-General, o position that he has held
for fifteen years,  Secction 40 of the Audit Aet 1901-12 provides that the Treasurer
shall keep 2 Cash book in which all receipts and payments shall be entered, and shall
send all vouchers for these entries with a cash sheet to the Auditor-General who
shall, 41 (c),

uscertain whether the moneys mentioned on the credit side of the cash sheet have been
actually and duly dishursed under competent authority and on the prescribed certifientes.

and
. () whether the moneys mentioned in such entries have heen debited to the proper hends of
expenditure,

Mr. Iscael as to that section says (19267) “ The vouchers on the face of them indicate
the Minister’s authority and are supported by the signatures of the proper cortifyin

officer.” He further states that he has been advised by a former Attorney-Genera
“That there is no obligation on the part of the Auditor-General to go behind the certi-
fying officer.”” I have not seen that opinion and do not know how the requirement
that the Auditor-General should ascertain * whether moneys have been actually and
duly disbursed under competent authority ’—as well as “ on the prescribed certificates ”
—i§ dealt witly, nor the view that it asserts as to the duty to ascertain “ Whether moneys
have been debited to the proper heads of expenditure.”
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34, Section 41 nlso provides that the Anditor-General shall ascertain whether the
moneys paid wero legally availablo for and applieablo to the service or purpose to which
the same shall have beén applied or charged. Scction 42 (2) provides that—

¥ it shall appear to the Auditor-Genetal from any examination, audit, or inspeetion nude by hin
ar any person appointed by him ;3
(c) that any money shall have been applied or changed to auy service or purpose to which the

~thie s nob lq;ultv available or applicable wr
1) thut any expenditure sl not have been duly authorized,

he shall take certain stops to surcharge the Treasurer, Theso requirements are not, ns 1

widerstand, covered by the ollsix\ion refersed to. 1t is not suggested that there evor

lias been any attempt to comply with those provisions with regard to accounts at Can-

berra. - Excesses of expenditure beyond the Minister's authority, und expenditure without

any authority of the Minister, ndmittedly would not have been detected in any audit.
that has beén carried out at Canberra, The Authority book is never looked at in audit,

and the only duty performed by the Officer of the audit has been to check the Cash

hook and the entrics in the Approprintion ook, and to seo thut the total expenditure

as shown ju the Inster book, does not exceed the total of the Treasury Warrants,

35, The Auditor-General puts forward the view (192¢4) that monoy is available
at Canberra ns soon as it has heen voted by Parlinment, and he does not take the word
upplicable ” in the Scction to have any yeference to the Minister’s authorization,
and therefore the contention js that ns seon ns Parlinment has voted o total sum for works
at Canberen, the money voted is * applicable * to any payments that Officers withont
the knowledge or nuthority of the Minister may cerlify. I cannot take this view of
the requirements of the section, 1 think that the Auditor-General was bound to see not
only that the money was “ available ” under the Treasury authority, but also tha it
wast “ applicable *” under the authority of the Minister ; and upon’ that view T must
lind that there has been failure to comply with the requirement stated. The money
voted by Parliament, in the form in whicli this voto was made, must be takento be the
amount to be expended under the Minister's direetion, nnd not to be “applicable
to any expenditure until his authority hns been given. To view it as a vote to be
expended by the ofticers at their sole diseretion is not ouly inconsistent with the
constitutional practice of Ministorial responsibility for expenditure, but what is of
grenter consequience here is also inconsistent with what 1 regavd to be the elear
construetion of the Act.

36. The Auditor-General puts his contention somewhat further. Tle was asked
(19270) whether he regarded the neconnts nt Canberra as being entirely outside the Audit
Act, and his reply was ** Yos, that is a departmental system entirely outside the Audit
Act ; it is not necossury to the carrying ont of the will of Parlinment or the requirements
of the Audit Act.”” Upon revision of his evidence the Auditor-General suggested the
insertion after the word ** accounts ™ of the words * in relation to the Authoiity book.”
These words wero not in the quostion as put, and thay are inconsistent with theeontention
that he had hefore then made in evidence, and with the contention that he subsequently
put forward, ~ For instance he says (19278) as to the Appraprintion ledgers * I do not
regard those hooks as being within the Audit Aet for cheeking purposes.”” Ile also puts
forward another contention in relief of his responsibility under the Act, He says (19268)
he is advised that it is

*An establihed practice in the Home Afairs Department to allow an excess on a particular jtem
* under what they eall a Main authority to be incurred and tuke it from another item mder that Main
“ authority, anticipating the Minister's npproval of such {rausfer and that the Minister hos invariably
** confirmed that transfer. 1 am advised by the Department that the Minister has nover refused to confirn
“an alteration of his own authority, 1 do not regard the Minister's nuthority as having iy spplication
~to this seetion.” .

The contention Lere is in effect that the practice of the Departmieit has d
Act, Turther (19282) he states P amonded the

“ My inquiries have satisfied mo that whero an exeess hus oceurred tha officer invariably calls up
** the oflicer concerned who is keeping the accounts and brings 1t under the notice of the Minister, who
*'approves of any excess made or variation of his authority, aml in that way all temporary overdrafts
*“on that nccount have been covered up and approved. so that in the end there is 1o such thin as an
*¢ exeess of Ministerinl authority, ns he approves of the system that obtains.” ¢

2]
Atked

# Although there has been excess of exponditure np to the time that the Minister ratifies it 3

He roplied
“Yes, T am Informed by the Depactment that he has never failed to ratify any temporasy ovendrafy
of his authority.”

The contention is here mnde that the Minister has handed over his power of authorization
to the officers at Canberrn. The mischief thnt has resulted from the want of control of
expenditure at Canberra would, I think, have been averted by an exercise of what I
regard as the Auditor-General’s powers undor the seetions quoted.

37. Another provision of the Awdit Act is scetion 45 (2)

«'Phe Awditor-General or such person s ho shall appoint shall—
“(d) in the nlunu(ltf' fescription amd }lricu of all stores purchased o account of Hhs
* Majesty und of wil stores supplicd for the use of evers department of the Public
*Service and_whether any person in the Pullic Servieo has raquisitioned for ar obtained
*any stares in excess of the reasonable requirentents of hiv ollico ;
* (e) exnming whether the proper quantitics of all such stores are romaining in stack a the
« proper store or building ;** .

There has been no attempt whatever to comply with either requirement of the section.
As to the latter and perhaps more important duty of examining as to the proper
quantitics of stores remaining in stock, thet obviowly could never have been done,
beeause there have been no books kept to show what quantity of stores of any description
should be on hand at any partienlar date. Some records have heen kept in respeet of
some stores, but no records sufficient to ennble compliance with the section.

38. Mr. Mulliner an officer of the Audit Department visited Canberrs in July
1013, and he then in his report stated
that up to the time of juspection no proper reeords hud been madie of the sarons actielos amd
* stores supplied to the Territory other than that of entering ap material supplied For dsiforent prrposes
»amil its disposal on various works that were being carried ont, but that the Admniteator bl promsel
* that proper books were to be kept to record transactions in future.”

The substance of that report was under scetion 35 clause 2 (/) of the Audit Act
forwarded to the Treasurer. An Ixaminer of the Department again visited Canberra
in January 1914, and the Examiner in Charge, Mr. Robinson, made a report to the
Treasurer with regard to his visit, but in the extract from that report shown tu me by
the Auditor-General there is no reference to the subject of Stores, and as there was
then no Stores' ledger {19253) the requirements of the section could not be performed.
This is admitted by Mr. Israel (19203). In the report of Mr. Robinson on the 20th
August 1915, he stated that

» it is considered essential by the Audit Offico that n properly organized system for recording receipts
* anil ixsues of stores, materinl, machinery, plant or other articles shoukl be brought mte apetatim as som
* a8 possible,”

and suggested that
+ If big works were going to be put in hand a Stores Braneh should be formed through \\‘lm-ll_l goods
« of any kind and for any branch of the Department, pass, o that a correct record should be kept.

"That report was sent to the Acting Secretary, Department of Tlome Affairs, and a reply
received

«That a central store has now been established ut the Power-huuse, Canberra, where all gouds will
“ hereceived nnd issied. A Stores’ Officer and stafl have been appointed ;**
and it is stated by Mr. Israel that as fax as could be done, Mr, Robinson was examining
stores at Canberra on the 29th November 1916,

39, Itdoesappear therefore thatwith regerd to the requirement as to the inspection
of stores, although the duty has never been performed, the fault has been ruthgr with
the Home Affairs Department for not keeping proper stores’ records than with the
Department of the Auditor-General. At the same time it is elear that the action of tlie
Audit Department should have been more prom}'nt and peremptory in respect of the
endeavours made to bring about a better state of affairs,
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RECOMMENDATIONS.
Upon the facts stated herein I desire to make recommendations as follow :—

(1) That in futuro the estimates for works and scrvices at the Federl
Capital should be submitted to Parlinment in the ordinary form of
sub-division and jtems,

This would ensure Parliamentary control and also Ministerial control of the expenditure,
I find that there is n memorandum by the Treasurcr dated st May 1014, stating that
*in order to overcome the difficulty in arranging for transfers under section 37 of the
Audit Act from item to item of the subdivision, the Treasurer has authorized expenditure
not exceeding the total amount voted for such sub-division, Immedintely after
J0th June applications should be made for such transfers as may be necessary.” [
think it is lear that seetion 37 of the Audit Ach provides that the Order of the Governor-
General shall be abtained before any expenditure such os is provided by tho section
shall be made, and in the event of future votes for the Federal Capital being made under
sub-divisions and items I think that the provisions of the section should be strictly
regarded,
(2) That there should be complete and thorough review of the bookkeeping
and storckeeping methods at Canberra, so as to ensure a . proper
ting for C Itk moneys and Commonwealth property,

1 do not think I am going beyond my proper function in stating my opinion that such
a review could only be made snd change properly effected, by an accountant, and one
who will not bo influenced by the practice of the Department.

(3) That there should be an ndjustment of some of the items of expenditure
by correction of obvious errors. As an_instence, I would suggest
that a Trection Engine Capital Account should be opened and debited
with the cost of traction engines so far purchused, and the accounts
which Lave been loaded with the purchase money of those engines should
be credited.  Other liko adjustments making for aceuracy would no
doubt suggest tl lves to an tant upon a review of the
hooks. I eannot recommend that any endeavour be made to attsin
complete aceuracy in the statement of the accounts hitherto kept, I
doubt whether it is worth while even to endeavour to ascertain the
sources of error in respect of the shortage. of £2,417 ; the reasons why 1
hold this latter opinion have already been indicated.

1 have the honour to be,
Your Excellency’s most obedient servant,

(Signed) WILFRED BLACKET,
Commissioner.
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