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Explanatory Notes 

1. Many of the responses from the organisations to the Committee's 
inquiries included annexures. The annexures have not been included in 
this report where they have been of a voluminous nature or were already 
published documents, such as annual reports. 

2. After a preliminary examination of the 1982-83 Auditor-General's Report, 
the Committee sought information from a number of organisations 
concerning their investments. Upon reviewing the responses from the 
various organisations the Committee sought further information from 
twelve authorities and requested investment information from two others 
not previously examined. Reference to the Committee's further requests 
on investment information and the responses have not been included in 
this report as the Committee's Inquiry into Investment Practices or 
Statutory Authorities is currently in progress and it is expected that a 
separate report will be published when the Inquiry is finalised. 
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CHAIRMAN'S FOREWORD 

The Public Accounts. Committee relies on the Auditor­
General' s Annual Report to identify and direct its attention 
to problems in government administration. Indeed, unless 
Public Accounts Committee inquiries have been the result of 
a reference from a Minister, the Auditor-General or the 
Legislative Assembly, they often have had as their source 
the Auditor-General's Report. 

I believe that the Public Accounts Committee's examination 
of the Auditor-General's Report each year and the resulting 
inquiries of government organisations has very positive 
effects, not only in ensuring the inl7'estigation of 
particular problems but also in promoting a recognition in 
each organisation that its operations might next be 
investigated by the Public Accounts Committee. This 
recognition necessarily heightens consciousness of 
efficiency and effectiveness issues in these organisations. 

The Public Accounts Committee's examination of the Auditor­
General's 1982-83 Report is the second time that the powers 
now embodied in S.57(l)(d) of the Public Finance and Audit 
Act, 1983 have been exercised by the Public Accounts 
Committee. Under this legislation, the Public Accounts 
Committee is empowered to examine the Auditor- General's 
Reports to the Legislative Assembly and to report to the 
Assembly on any item in, or any circumstances connected 
with, those reports. 

Although examination of the Auditor-General's 1982-83 
Report commenced on 6 October, 1983, owing to the state 
election of 24 March, 1984, the inquiry was delayed as the 
Public Accounts Committee was dissolved for two and a half 
months. 

In its examinations, the Committee initially wrote 
sixty-five letters to various organisations, seeking 
information about anomalies or deficiencies revealed in 
their accounts or about criticisms or comments made in the 
Auditor-General's Report. 

Arising from the answers to the Committee's queries, three 
subsidiary inquiries were launched into 

Uncollected parking and traffic fines 

Investment Practices of Statutory 
Authorities 

Review of aspects of the operations of 
the Department of Environment and Planning, 
Land Commission of New South Wales and 
Macarthur Growth Area in respect of Land 
Aquisition and Development. 
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With regard to the above inquiries, evidence was heard from: 

Uncollected parking 
and traffic fines 

Review of Government 
Organisations involved 
in Land Acquisition 
and Development 

Police Department 
Department of the Attorney-General 

and of Justice 
Department of Motor Transport 
Department of Corrective Services 

Department of Environment and 
Planning 

Macarthur Development Board 
Land Commission of NSW. 

The matters examined in these three inquiries have not been 
canvassed_in this report, but will be the subject of 
separate reports in the near future. 

As a result of further questions raised by the answers of 
organisations to the Committee's initial concerns, the 
following bodies were also called to give evidence: 

Maritime Services Board 
The University of Sydney 

The present report contains a summary of the issues raised 
with each organisation, the organisation's response and the 
result of the Committee's deliberations. Where the 
Committee has either decided that the response requires no 
further action, or that the matter should be deferred and 
reconsidered when the 1983-84 Auditor-General's Report is 
examined, the response of the organisation is provided. 
Where the matter is still under active examination by the 
Committee, the summary generally stands alone, although in 
some cases the organisation's response has been included. 

On behalf of the Committee, I would like to thank the 
Director of the Committee, Frank Sartor and the Deputy 
Director, Ruth Tait for their valuable advice throughout the 
inquiry, and particularly, to thank Paul Grant, the 
Committee's Advisor from the Auditor-General's Office, for 
his excellent contribution in the last three months in 
advising on the report and Robin Long, for her hard work in 
typing it. 

Bob Carr 
Chairman 
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ALBURY-W<>DONGA (NEW SOUTH WALES) CORPORATION 

Auditor-General's Report Reference: Part II, Page 248. 

Issues examined by the Committee: 

* 

* 

* 

Independent valuations of land holdings and recognition 
of market values in the accounts. 

Whether the new agreement between the Commonwealth and 
State Governments had been ratified and the implications 
of this agreement for reducing capital debt. 

Accumulated deficiency at 30 June, 1983, $52 million. 
Operating loss 1982-83 $10 million. What measures are 
being taken to ensure the future viability of the 
Corporation? 

Corporation's Response: 

The Corporation's response commences on the next page. 

In summary - main reason for accumulated deficiency and 
operating losses is the interest owed to the Commonwealth. 
Ratification of the new agreement would reduce accumulated 
deficiency from $52,438,759 to $41,807 by removal of the 
interest debt to the Commonwealth of $52,396,952. 

Result of the Committee's Deliberations: 

No further action required in respect of the 1982-83 
operations. 
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O.C.6.3 

ALBURY­
WODONGA 
DEVELOPMENT 
CORPORATION 

Hume Highway, Wodonga. Victoria 
P.O. Box 913, Albury. N.S.W. 2640 Australia 
Vocadex (060) 24 0225 
Telex AA 56978 
Telephone (060) 24 0222 

23 December 1983 

Mr M Egan, BA, MP 
Chairman 
Public Accounts Committee 
Parliament House 
SYDNEY NSW 2000 

Dear Mr Egan 

• our ref 7 8 /99 

your ref L : AG 8 3 / 4 6 

In response to your letter of 14 December 1983 addressed to 
Mr Craig who is on leave, I offer the following comments on the 
matters raised. 

1 Land Valuation 

Section S(b) of the Albury-Wodonga Development Act 1974 states 
that the New South Wales Corporation shall comply with any directions 
given to it by the Ministerial Council. The present policy in 
relation to land valuations, namely to use historical values and 
explanatory notes, was determined by the Ministerial Council 
responsible for Albury-Wodonga at its meeting on 7 August 1980 and 
that policy was reiterated at its last meeting held on 31 August 1983. 

The Auditor-General has decided to attempt to add quantitive 
evidence to his qualification in respect of assets by requesting 
the NSW Valuer-General to value a representative sample of NSW 
Corporation real estate holdings. 

The Corporation will await the result of this valuation before 
raising'the matter again with the Ministerial Council and, if 
necessary, seeking a variation to the present policy. 

2 Financial Agreements 

The proposed new financial agreement has not been ratified 
because we understand that it is still awaiting acceptance by the 
New South Wales Government. 

The Ministerial Council has reaffirmed its agreement with the 
principle of the new agreement and at its meeting of 31 August 
1983 the New South Wales Minister, the Hon Don Day, indicated 
his intention to take the matter to his Cabinet with a view 
to securing his Government's confirmation of the acceptability 
of the arrangement and intention to sign the new agreement . 

. . • /2 

All Correspondence should be addressed{o the Chief Administrative Officer 
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Mr M Egan 
Public Accounts Committee 

23 December 1983 ALBUAY·WODONGA DEVELOPMENT CORPORATION 

The implications of the agreement are that upon its ratification 
the interest debt to the Commonwealth would be cancelled as 
explained in the next answer. 

3 Financial Viability of the New South Wales Corporation 

It should be noted that the figures printed in the Auditor-General's 
report were preliminary and that subsequent adjustment of $113,535 
was made to the deficiency for the year. The figures quoted below 
reflect this adjustment. 

There are two main factors to be considered when assessing the 
future viability of the Albury-Wodonga (NSW) Corporation. 

Firstly the ratification of the proposed new financial agreement 
will reduce the accumulated deficiency from $52,438,759 to $41,807 
by removal of the interest debt to the Commonwealth of $52,396,952. 
If Commonwealth Government interest charges are disregarded the 
financial results for the last two financial years have shown 
surpluses of $764,506 and $815,136 respectively, therefore, in the 
absence of accounting changes, the Corporation would certainly be 
"in the black" by June 1984. It should be mentioned that the 
ratification of the agreement will possibly lead to re-examination 
of several accounting policies including the treatment of fixed 
assets and the ultimate result of such reappraisals could not be 
accurately forecast. Nevertheless the removal of the past and 
continuing interest debt to the Commonwealth would place the 
Corporation in a position of reasonably assured future viability. 

Secondly the apparent problem at the moment relates almost 
entirely to the accruing debt to the Commonwealth. So long as 
the Commonwealth does not demand payment, and to some extent 
Clause 12 of the Albury-Wodonga Area Development Agreement may 
preclude it from such an action, there is no real threat to the 
future viability of the New South Wales Corporation. 

4 Objectives 

Section 9 of the Albury-Wodonga Development Act of 1974 sets 
out in detail the General Powers of the NSW Corporation which 
are summarised in sub-section (1) as under: 

"9(1) Subject to this Act, the Corporation is charged 
with the responsibility of acquiring and managing 
land for the purposes of the growth complex and 
encouraging and assisting development in the 
designated areas." 

In pursuit of these objectives, the NSW Corporation, using the 
staff of the Commonwealth Albury-Wodonga Development Corporation, 
has amongst other things, in New South Wales, 

a) acquired and managed 9336 ha of land; 

... /2 
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Mr M Egan 
Public Accounts Committee 

23 December 1983 
ALBUAY-WOOONGA DEVELOPMENT CORPORATION 

b) serviced and constructed 963 lots of residential 
land and 47 ha of industrial land; 

c) constructed, leased and managed 290 estate 
houses, and 3400 m2 of unit factories; 

d) constructed and managed an extensive plant 
nursery and a comprehensive water monitoring 
laboratory; 

e) constructed municipal type infrastructure to service 
Corporation estates and in particular the Australian 
Newsprint Mill project; 

f) constructed community facilities in Corporation 
estates including an 18 hole golf course at 
Thurgoona. 

I trust that the above explanation will assist your Committee 
in its consideration of the 1982/83 Report of the New South 
Wales Auditor-General. 

Yours sincerely 

LT MUIR 
Deputy Chairman(NSW) 
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ATTORNEY GENERAL 

Auditor-General's Report Reference: Part I, Pages 116 
and 117. 

* 

* 

Variation of statute - Public Trustee Act, 1913. 

Variation of statute - workers Compensation (Dust 
Diseases) Act, 1942. Research grants totalling $50,000 
and $20,000 were made to the Prince of Wales Hospital 
and the University of Sydney, respectively, although 
the Act makes no provision for such a contribution, 

Attorney General's Response: 

The Attorney General's response in regard to the Public 
Trustee Act is on the next page and in regard to the Workers 
Compensation {Dust Diseases) Act on the page thereafter. 

rn summary: Both Acts have now been amended to accord with 
current practice. 

Result of Committee's Deliberations: 

No further action is required. 
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R. J. Carr, Esquire, 
Chairman, 

NEW SOUTH WALES 

ATTORNEY GENERAL 

Public Accounts Committee, 
Parliament House, 
SYDNEY 2000 00 

Dear Mr. Carr, 

83/10709 
RML 1633 

SYDNEY 

2 3 JUL i984 

I refer to the former Chairman's letter of 28th February, 
1984 concerning amendments to the Public Trustee Act, 1913, and 
Workers' Compensation (Dust Diseases) Act, 1942. 

Having regard to the statements made in the 1982/83 
Report of the Auditor General, the Public Trustee Act was 
amended in the last Parliamentary Session to ensure that all 
unclaimed balances of intestate estates held pursuant to 
section 53 of the Act will be treated in the same way as 
monies passing to Consolidated Revenue pursuant to the Unclaimed 
Monies Act. 

A copy of the Public Trustee (Amendment) Act, 1984 is 
enclosed for your information and I will write to you again 
concerning the position with respect to Workers' Compensation 
(Dust Diseases) Act, 1942. 
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NEW SOUTH WALES 

ATTORNEY GENERAL 

R.J. Carr, Esq., B.A., M.P. 
Chairman 
Public Accounts Committee 
Parliament House 
Macquarie Street 
SYDNEY 2000 OD 

Dear Mr Carr, 

83/1102 
RML 1633 

I refer to a letter dated 28 February 1984 from 
Mr M. Egan, B.A., M.P., former Chairman of the Public 
Accounts Committee concerning the amendment of the 
Workers' Compensation (Dust Diseases) Act, 1942 to 
provide for the making of certain grants for medical 
research. 

On 31 December 1983 the Workers' Compensation 
(Dust Diseases) Amendment Act, 1983 was assented to. 
Under that Act, inter alia, a new section 6(2A) is 
inserted in the Workers' Compensation (Dust Diseases) 
Act, 1942, under which the Dust Diseases Board is 
authorised to make approved grants from the Workers' 
Compensation (Dust Diseases) Fund, for the purpose of 
clinical or research work relating to dust diseases. 
Clause 3, Schedule 3 of the amending Act validates 
certain past acts of the Board, including the making 
of research grants to the Thoracic Unit, Prince Henry 
Hospital and the School of Public Health and Tropical 
Medicine, University of Sydney. 
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AUDITOR-GENERAL'S OFFICE 

Auditor-General's Report Reference: Part I, Page 12. 

Issue examined by the Committee: 

* To what extent the comprehensive auditing approach 
is being used in the auditing of New South Wales 
departments and statutory authorities. 

Auditor-General's Response: 

The Auditor-General's response commences on the next page. 

Result of Committee's Deliberations: 

No further action required. 
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co 

Mr Michael Egan, B.A., M.P., 
Chairman, 
Public Accounts Committee, 
Parliament House, 
Macquarie Street, 
SYDNEY. 2000 

Dear Mr Egan, 

COMPREHENSIVE AUDITING 

Our Ref: 8930 

BOX 12, G.P.O. 

SYDNEY, N.S.W. 2001 

25th October, 1983 

Thank you for your letter of lOth October, 1983 in which 
you expressed the Committee's interest in Comprehensive Auditing. 
The brief reference to the subject in my Report for 1982-83 was 
designed to signal the developmental changes wh i eh are taking place 
in the operating methods of my Office, and wh'ich are being further 
encouraged by the draft Public Finance and Audit Act. 

After the planning phase, the field work for audits starts 
with an examination of financial transactions including the 
management systems and the accounting statements which are end 
products. The comprehensive auditing approach, as the words imply, 
takes an all inclusive view of the operations which give rise to the 
transactions and the effectiveness of the systems and controls; then 
proceeds to an analysis and report on the results, successes, 
failures and implications of those operations. 

The role of an Auditor-General is to provide Parliament and 
Government with truly independent reports on pub 1 ic sector 
operations and assurances that they are reflected fairly in 
accounting statements and reports issued by management. Effective 
accountability rests on information being available to a Parliament 
and a Government to enable them to assess how well or badly 
resources have been used and to what extent objectives have been 
achieved. A Public Accounts Committee is the epitome of 
parliamentary examination - the use of a small body to concentrate 
on issues which cannot be dealt with easily in plenary session. It 
is in this context and the world-wide revival of interest and 
concern in accountability and the getting of value for money that 
the comprehensive auditing approach has evolved. Your Committee 
would have noted the success in the "mother of Parliaments" of a new 
National Audit Act with particular emphasis on value for money 
auditing and a strong and effective Public Accounts Commission. 

The auditing process has developed over the ages from one 
on one checking, through technical, financial or regulatory audits 
based on transaction checks, to a more economic way of gaining 
assurance by applying systems based approaches and auditing by 
objectives. Lately there has been clearer perception of the real 
needs of the .accountability chain which requires the wide ranging 
comprehensive approach. 

Comprehensive auditing is much more constructive than 
financial compliance or regulatory auditing. It also has a focus 
which is different from the so called efficiency "audits" which are 
conducted by and for specific management improvement purposes. 
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Mere knowledge that the bookkeeping was in accordance with 
the rules is no help in gaining assurance that there has been the 
best use of resources and that objectives are being achieved. The 
rules ~1ere never designed with those purposes in mind. Similarly, 
an efficiency review designed to solve a particular management 
problem can confl i et with the independent appraisal whi eh is 
essential to an effective audit function. An auditor who becomes 
too involved in solving a problem becomes part of the solution and 
cannot reappraise its effectiveness later on. So in the 
accountability process, comprehensive auditing looks to provide 
reports wh i eh ~1il l direct attention to problem areas and to actual 
or potential failures - as we 11 as giving assurances that reported 
achievements are real. -

Canaua has established a Comprehensive Auditing Foundation 
to further develop techniques and the spread of knowledge. The 
Founoation has provided the following definition: 

A comprehensive auait is an examination that provides an 
objective and constructive assessment of the extent to 
wrii eh: 

financial, human and physical resources are managed with 
due regard to economy, efficiency and effectiveness; and 

accountability relationships are reasonably served. 

iluait examines both financial and The comprehensive 
management controls, 
reporting practices, 
appropriate. 

including information systems and 
and recommends improvement where 

In looking for illustrative examples probably the easiest 
to i aent if y is the recent review of Police and Corrective Services 
overtime payments. That started some years back with audit reports 
or suspectec; roster manipulation at one jail. It soon became 
eviaent that the problem was widespread. Reference to the size and 
rate et growth of expenditure al so showed that the total of sums 
involvea was substantial. The nature of the underlying causes and 
the industrial implications showed that a normal audit process of 
inquiry and possibly surcharge would not be appropriate. Moreover, 
normal Treasury control methods of arbitary ceilings on expenditure 
coula easily be aefeated by commonly used management and industrial 
euunter measures. Examination of conditions in the Police Service 
( where the total sums i nvo 1 ved showed a similar growth pattern) 
est at 1 i shed tr,a t the basic e 1 ements of the prob 1 em were common to 
Doth organisations. 

A review directed to the causes of the problems instead of 
querying payments to individual officers was obviously more 1 ikely 
i:o succeeo. The Public Accounts Committee had already demonstrated 
its capacity for this type of inquiry through its action on 
reference by the Minister for Health. Moreover, that action had 
shown the effectiveness of using non-partisan Parliamentary 
son oar i ty to counter entrenched sectional opposition. The savings 
now being achieved in overtime expenditure are evidence of success. 

A second example of taking a comprehensive view is the 
stuoies whicr, were made in my Office of unfunded liabilities for 
superannuation and to a 1 esser extent long service 1 eave payments. 
Normal financial or regulatory audits would have reported merely 
that provisions being made by each individual body were in 
accoraance with current law and Treasury practice. The wider 
ranging review of the implications of superannuation funding showed 
tne neeo for raising it as a major problem area requiring attention 
by Government and Parliament. 
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All recent chanaes to Audit Acts in Australia have 
incorporated a call for -efficiency or value for money auditing. 
Reporting powers in New South Wales audit legislation are sufficient 
to support comprehensive auditing processes ~ithout need for further 
changes. Policy plannin9 is therefore being undertaken by my 
officers to increase progressively the incidence of the 
comprehensive auditing approach. 

The appointment po~1er under Section 43( 1) of the proposed 
Public Finance and Audit Act is quite broad and I envisage probable 
recourse to it in the setting up of comprehensive audit teams. I 
have the qualified staff available to hancile most of the financial 
and management aspects of comprehensive audits. However it is still 
necessary to ea 11 on the Valuer-General and the Government l\ctuary 
for their particular skills. I therefore must expect that it l'lill 
from time to time be necessary to employ experts in other 
aisciplines, such as engineering, architecture, marketing, medicine 
and so on. In addition, I would take notice of indications from the 
Public Accounts Committee of. areas of public sector operations 
requiring review. My view is that the bringing dm,·n of the m:,; 
legislation ~Jill signal an era of stronger and very effecti•:e 
co-operation between the Off ice of Auci i tor-General and the Public 
/1ccounts Cominittee. 

NOTE: 

Yours faithfully, 

. . u () 
'--~) !Se----/~./ ·- -

/ ) 
\. J; 0' DO~:~ELL, 

J\.UDITOR-GENERAL 

In view of recent developments the Auditor-General is 
strongly of the opinion that auditing is auditing and 
that the emphasis should be placed on comprehensive 
reporting. 
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AUDITOR-GENERAL'S OFFICE 
in respect of COLLEGES OF ADVANCED EDUCATION 

Issues examined by the Committee: 

* 

* 

Accounting treatment of grants received in advance. 

Full accrual accounting for colleges of advanced 
education. 

Auditor-General's Response: 

The Auditor-General's response commences on the next page. 

In summary: The underlying accounting treatment of grants 
received in advance is the same in all colleges. All except 
Newcastle and Armidale colleges received in December 1982 
part of their recurrent grants for 1983. The modified 
accrual accounting system brings to account in a year all 
material and income and expenditure relating to that year. 
An extension of the system to one involving full commercial 
accrual accounting would not provide any material benefits 
and would increase the administrative work-load and 
complicate and delay the preparation of year-end amounts. 

Result of Committee's Deliberations: 

No further action required. 
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co 

Mr Michael Egan, B.A., M.P., 
Cllairrnan, 
Public Acca.mts. Cbrrmittee, 
Parliament House, 
SYINEY, 2000 

Dear Mr F.gan, 

Auditor-General's Office 
New South Wales 
Goodsell Building 
8· 12 Ch ifley Square, Sydney 
Box 12 G.P.O., Sydney N.S.W. 2001 
Telephone: 238 0555 

Extension: 7083 

Our reference: 7302 

Your reference: 

6th January, 1984 

As requested in your letter of 14th December, 1983 (Reference: 
AG83/38) the follcwing connnents are offered regarding the acc=ting 
procedures of colleges of advanced education. 

1. Grants in Advance 

Of the thirteen (13) oorporate colleges subject to my audit, all 
except Newcastle and Armidale received in December, 1982, the January and 
February instalments of their recurrent grants for 1983. (The Newcastle 
and Armidale Cblleges did oot receive advance grants as it seemed likely 
at the tiire that they would be amalgamated with the Universities in those 
cities.) 

In the certified accounts for the colleges which received 
advance grants, the advances were excluded from the Recurrent Funds 
Statement of Financial Operations (as they did not relate to 1982), but 
were included in Creditors and Accruals in the Financial Position 
Statements. Specific reference to the advances was rrade in Notes to the 
Accamts. 

Although each Cbllege's accounting for the accrual was the saire, 
in my Report to Parliament the advance grant was shown separately in the. 
Financial Position Statement for Nepean Cbllege ( folio 193). The reason 
for doing so is new not apparent. Hcwever, it seems clear that this may 
have given a wrong impression that there was a difference in the 
underlying accounting treatment. 

2. Accrual Acca.mting 

The forecast of compulsory standardisation and rrodified accrual 
accounting (page 320 of the 1981-82 Report to Parliament) has been 
achieved. All colleges' published accounts for 1982 were cast in the 
same mould. 

The "rrodified accruals s-_ystem" brings to account in a year all 
rraterial income and experrliture relating to that year and should allcw 
ready assessment of the extent to which a college has lived within grant 
and other income. Salaries and associated charges account for 
approxirrately 80 per cent of recurrent costs. Under the "rrodified 
accruals approach", accrued salaries, etc. are brought to accOlIDt for the 
year to which the services relate, as are prepaid grants and any other 
significant accruals and prepayments. Accounting for capital and special 
purposes funds continued on the simple receipts and payments basis, 
because the key consideration lies not in ireasurement of "costs of 
q,eration" for the year but in shcwing the quantum of furrls available and 
the extent to which they have been applied. 
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N:>tes to the Accamts, include references to colleges' accrued 
liabilities for long service leave and deferred superannuation 
contributions and the extent to which these liabilities are unfunded. 
Cbmment is also included for extraordinary or abnormal items in the 
accamts and to any contingent liabilities. 

A full ccmnercial-type accruals system would require allowance 
for a variety of minor income and expense items which, in aggregate, 
would not have a material inpact on the financial operations or financial 
position of a college. 

Strictly speaking, it would also involve accamting for 
depreciation and stocktaking to allow the attribution to particular 
accamting periods of the costs of stores and mterials used. This data 
would seem to be neither relevant nor aJ:Propriate as the 1113.in objects of 
college acccunts are to shO'i': 

the sources of funds and the purposes to which they 
were aJ:Plied; 

whether a college has operated within the limits of 
its grants and other income for the year; and 

whether funds held at the close of the year were 
adequate to meet anounts owed at that date. 

It might also be mentioned that as the Cb!IU!Onwealth provides 
separate capital funds, its recurrent grants are not available towards 
meeting depreciation. Thus there would seem to be little practical 
purpose in capitalising the cost of equipment purchased from recurrent 
funds or for providing depreciation on college assets. 

In my opinion, an extension of the existing recurrent funds 
acccunting system to one involving full ccmnercial accrual accounting 
would n:,t provide any material benefits. On the C01trary, I believe it 
would increase the administrative work load and canplicate and delay the 
preparation of year-end accamts. 

As mentioned earlier, capital and special purposes funds 
cc:ntinue to be brought to accamt on a receipts and payments basis. It 
shoold be noted, hcwever, that reference is included in the accounts to 
outstanding capital COIIDilitments at year-end. 

As special purposes funds are canprised 1113.inly of trust noneys, 
suspense and working accamts and funds held for specific purposes, the 
retention of a simple cash flow accounting system for these funds seems 
aJ:Propriate. 
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Yours sincerely, 

J. O'OONNELL, 
AUDI'IDR-GENERAL 

c{ 
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AUDITOR-GENERAL'S OFFICE 
in respect of HOMEBUSH ABATTOIR CORPORATION 

Auditor-General's Report Reference: Part II, Page 261. 

Issue examined by the Committee: 

* Whether the 1982-83 audit of the Corporation had been 
completed and the result of that audit. 

Auditor-General's Response: 

The Auditor-General's response commences on the next page, 

In summary: The 1982-83 audit was completed and the accounts 
certified on 4 January, 1984. The result of the audit was 
satisfactory. 

Result of Committee's Deliberations: 

No further action required in respect of the Corporation's 
1982-83 operations or audit. 
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Mr M. Egan, B.A., M.P., 
Chairman, 
Public Accounts Cbmmittee, 
Parliament House, 
Macquarie Street, 
SYOOEY, 2000 00 

Dear Mr Egan, 

Auditor-General's Office 
New South Wales 
Goodsell Building 
8-12 Chifley Square, Sydney 
Box 12 G.P.O., Sydney N.S.W. 2001 
Telephone: 238 0555 

Extension: 7109 

Our reference: 305B 

_Yo_u_r_re_fe_r_en_c_e: AG. 83/SO 

4th January, 1984 

:ocMEBUSH ABI\.TI'OIR CORPORATION 

I forward herewith for the Connnittee's infor1I0.tion a copy of my 
report to the Minister for Agriculture and Fisheries on the accounts of the 
Homebush Abattoir Corporation for the years ended 30th June, 1982 and 1983. 

'Ihe Corporation's financial statements for the year ended 30th June, 
1983, certified by me, have been returned to the General Manager today. 

Yours faithfully, 

AUI)J'IOR--GENEAAL 
OF NEW SOO'IH WALES 
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'Ihe Honourable 

BOX 12, G.P.O. 

SYDNEY, 2001 

4th January, 1984 

~he Minister for .Agriculture and Fisheries. 

J\cccllnts of the I:bmebush J\l:ettoir Cbrp:,ration 
for the years endec 30th .June, 1982 ane 1983. 

305B 

'The acccunts of the Honebush Abattoir Cbrp:,ration for the years ended 

30th June, 1982 anc11983, have l:€ell audited as requirec by SEct:ion 62 of the 

!'.eat Industry Act, 1978. 'The result of each audit t.as satisfactory. 

Enclosed is a copy of the aocamts of the Corp:,ration for the years 

ended 30th June, 1982 and 1983, endorsed with my certificates in accordance 

with Section 61 (5) of the Meat Industry .Act, 1978. 

In view of the interest displayed by the Public Accomts C:Oimdttee in 

my published Rep:Jrt on the finances of the Ccrp:,ration, I air. sending a copy of 

this Feport to the COirnlittee fer infornation. 

A review cf the CcIF,Oraticn's financial q:-erations for 1981-82 ana 

1982-83 are given at pages 261-264 of Part II cf my P.ep::)rt to Parliament for 

1982-83. A cq:y of the review is attached. T.-1e 1981-82 figures in the 

Ealance Sheet are those uriier the heading 'Frevicus Year'. 

Since publishing tliat review, the audits have tern completed and, for 

1982-83, sone c:.'-ianges are required to the figures qucted therein. 'These 

resulted mainly frcm adjustmer.ts of internal transfers for revenue and costs, 

and are as follows: 
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n..cc:ME. -
Al:.ettoir arii By-Prcxlucts 
Trading Ilctivities 
Neat .tvarket 

- 2 -

Rents ana Property Services 
b".iscellaneoue 

Less - Cbst ot Sales etc. -
Purc'bases - Trading Stock etc. 
~sand Associated Costs 
Pp.er, \\ater ana 'Irade ~ste 
Miscellaneous 

Gross Profit 

Less -
Administration ana General Costs 
Interest Paid 
Depreciation 

eperating Loss 

1982-83 
Previously 
Published 

i;;•ooo 

11,393 
9,416 
2,032 
2,220 

968 
26,029 

8,238 
14,291 
1,657 
1,155 

25,341 

688 

1,836 
2,222 

301 

$4,359 

$3,671 

3058 

Audited 
Final 

Figures 
$'000 

10,752 
10,802 
1,881 
2,952 

331 
26,718 

8,100 
15,168 
1,537 
1,130 

25,935 

783 

1,954 
2,222 

302 

$4,478 

$3,695 

Although material diat¥JeS occurred in the line items of Income ana 

Costs the q;:,erating loss increased by aily $23,983 to $3,695,496. 

'lli£ t.a1arx:e shret at 30th June, 1982, shows the result of a careful 

an:! realistic re.-appraisal of the financial position. The 1981 a.ccamts 

irci.uded buildings, plant and equipirent at figures midi iriclucled the 

historical total ot the llclllY millions of dollars spent on them during the 

_peric:ri 1972-73 to 1976-79. F.e-awraising the worth to the Corporatioo of the 

ussets (as they stood) sha-.-ec that very substsntial write-da,,,r.s were needed to 

renove the r.av-ineffective capital exper£iiture fran the discloserl asset 

values. 'Ihese were of the order of $6.5 million ai buildings aro fittings ana 

$S.2 ndlliCil on plant. 
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In lcokir,g at the accoonting treatment, the exte'lt of the 

re-ai:,p.raisal COJld notiooally be regarded as equivalent to a liquidation 

through o.isp::,sal to a new entity. It was therefore reascriable to take ecxxurt: 

0£ IiOVeu:nt ir, ether asset values (landholdings) arx1 to rationalise the 

disclc~ Reserves at the sane time. 'll1e previa.irGeneral PeeeIVe of $12 

million (largely capital i:,rofits fran earlier years' lam sales) was 

ti::ar.sferred agair,st the total aCCllillllated deficieicy (t.hidl included the write 

~Ck.,nE of capital). 

'Ihe result of all these 110Vements, as listed at page 264 of 'lfJ!.I Feport 

to Parliarra::t, was to bring the r.et accumulated deficieicy 1.4> fran $28.4 

11'illion to $42.5 R.illion. A calCl.lrrent re-valuation of lam produced a new 

capital rseserve of $44.3 ntlllicri • 

. Althcugh t:ne new capital Reserve \\aS greater than the re-calculated 

sc:cun;.latec o.eficier.c-y at 30th June, 1982, it is rot avai~le to carx:el rut 

tbot cefic.ienc.y until realised by actual disposal of the land. 

Ir: tl,e meantirre, the Corporatiai is planning for use of its lam to 

ser.erate iri.ecr~ am thereby to aici. future financial stability. 
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AUDITOR-GENERAL'S OFFICE AND 
MINISTER FOR INDUSTRY AND DECENTRALISATION AND 

MINISTER FOR SMALL BUSINESS in respect of 
BATHURST-ORANGE DEVELOPMENT CORPORATION 

Auditor-General's Report Reference: Part II, Page 252. 

Issues examined by the Committee: 

* 

* 

The Committee questioned the Auditor-General about the 
Corporation's land valuation methods. 

The Committee questioned the Minister for Industry and 
Decentralisation and Minister for Small Business and 
Technology about future plans for the Corporation. 

Auditor-General's Response: 

The Auditor-General's response is on the next page. 

In summary: The Corporation's land is valued at the lower 
of cost and net realisable value. Current market values are 
also established each year. 

Minister's Response: 

The Minister's response follows the Auditor-General's 
response. 

In summary: The State Cabinet decided not to make any 
changes to the Corporation's operations. In the future there 
will be a greater emphasis on the marketing and promotion 
of the growth centre as an attractive location for 
investment. 

Result of Committee's Deliberations: 

No further action is required in respect of 1982-83 
operations, 
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Mr M. Egan, B.A., M.P., 
Olairman, 
Public Accounts Colmnittee, 
Parliament House, 
SYINEY, 2000 

Dear Mr Fl;Jan, 

Auditor-General's Office 
New South Wales 
Goodsell Building 
8-12 Chifley Square, Sydney 
Box 12 G.P.O., Sydney N.S.W. 2001 
Telephone: 238 0555 

Extension: 7074 

Our reference: 082A 

Your reference: 

29th December, 1983 

Bathurst-orange Development Cbrporation 
- Land valuation 

(Your Reference Jl£:, 83/47) 

'lhe reference to three land valuation bases is a consequence of 
my qualification of the Cbrporation 's 1979 financial statements and the 
Cbrporation 's request to the Valuer-General to give valuations for all 
its land holdings as at 30th June, 1980. The valuations were prepared on 
an en gld:lo basis and revealed that in total the land holdings were 
over-valued by $8.65 million. Subsequently, to adjust the Cbrporation 's 
aCCOLmting records, an across the board write--da.n of 20.05 per cent was 
applied. 

As sha-ln in Note 10 to the Cbrporation 's 1981-82 acccunts and 
Note 12 to the 1982-83 aCCOLmts, economic conditions have produced 
successive reviews and some further individual write-<lowns. 

Also, all real estate is new grouped in current assets. 
Australian Accounting Standards require that current assets be valued at 
the lower of cost and net realisable value. In conplying with those 
standards it was necessary to acknavledge that some (parcels) of the 
landholdings are at a written-<lown value which is belav both cost and 
nost recent valuation estimates. (writing-up "WOUld not be appropriate as 
this would anticipate profits which cannot be established until actual 
sale.) 

It is essential that the current rrarket value of the land be 
confirmed on an annual basis. In an endeavour to reduce costs to the 
Cbrporation, in-house valuations of all land holdings were performed 
(rather than conplete independent valuations) and the Valuer-General was 
requested in 1982 and again this year to conduct tests on these in-house 
valuations. 'lhese tests have resulted satisfactorily and in terms of 
Section 26(2) of Gravth Centres (Development Cbrporations) Act, 1974 I 
have been able to form the opinion that the total value of all assets has 
been in all cases fairly stated. 

For these test valuations, the Valuer-General was requested to 
supply me with his estirrate of the rrarket value of the selected 
properties as at 30th June in each of the years, on a basis of value to 
the Cbrporation as a going concern. 'lhe Valuer-General was instructed 
that the Cbrporation was in a winding davn phase but it was expected that 
disrosals could be made in the ordinary course of business and would not 
be precipitately accelerated. 

y~ faith::_ cl 
('.· ) L, ''-' 

AUDI'IDR-GENERAL 
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Mr. Bob Carr, M.P., 
Chairman, 

)~ 

1}:~~ 
Jllinist,r for ,'.l}nbuslrl! anb ;ill,rentwltBaforn 

,!llinist,r for j;mall 'jtllu..in,.,., anb 'QJ:td[ttttltt\11.! 

84/633 

Public Accounts Committee, 
Parliament House, 
SYDNEY. N.S.W. 2000. 00. 

2 9 JUN 1984 

Dear Mr. Carr, 

In December last year the former Chairman of your Committee 
sought advice from the then Minister for Industrial Development 
and Decentralisation concerning the future of the Bathurst-Orange 
Development Corporation. 

Mr. Egan's request coincided with the announcement that 
State Cabinet had decided against making any changes in the 
operation of the Corporation. A copy of the press statement 
issued by my predecessor is attached for your committee's 
information. 

It will be noted that the former Minister had asked the 
Chairman of the Corporation to bring forward recommendations 
of the future scale of operation. These have now been provided 
and are being assessed by the Government. I will be pleased 
to let you know the outcome of that assessment when decisions 
have been taken by the Government. 

Yours fraternally, 
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PRESS STATEMENT 

• Nf.W S(JUlt·t WALL:.:. 

MINISTER FOR INOU!'~1n1AI.. 01·vr1 OPMfNT 
Mlf-,15TER !"QR ll(CCNTRALl~ATION 

2.1 DEC 1983 

Stata cabinat haa dacided against making any changes in the operation 

of' tha Bathurat-Orange Development Corporation. 

The Minister for Industrial Development end Decentralisation, Mr. Don 

Dey, said it had been decided by cabinet not to proceed with the 

recommendatione made by the committee which reviewed the Bathurst-Orange 

growth centre lest year. 

Mr. Day said lt had been decided that the present structure of the 

corporation would b~ retained although economies would be effected 

whereever possible. 

"I have also a11ked the chairman of the corporation to bring forward 

recoll'lllendations on the future 11cale of operation, "Mr. Day said. 

Mr. Day added ~hat in future there would be a greater emphaeie on 

marketing and promotion of the growth centre as an attractive 

location for investment. 
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BUILDERS LICENSING BOARD 

Auditor-Generals Report Reference: Part II, Page 82. 

Issues examined by the Committee: 

* 

* 

* 

* 

* 

Level of administration costs in 1982-83 

High level of doubtful debts - General Insurance Fund. 

Level of accumulated funds - General Insurance Fund. 

Board's investment policies. 

Special Insuranc~ Fund - whether action will be taken 
to utilize this fund or whether the fund should be 
discontinued. 

Board's Response: 

Board's response commences next page. 

Result of Committee's Deliberations: 

Other than the Inquiry into Investment Practices of 
Statutory Authorities, no further action required in respect 
of 1982-83 operations, 
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~ 
New South Wales Government 

I:)~:) Builders Licensing Board B. L.B. House 
55-61 Chandos Street 
St Leonards 

All communications 
should be addressed 
to: 

The Chairman, 
Public Accounts Committee, 
Parliament House, 
SYDNEY. 2000 00 

Dear Sir, 

Our reference: 

The Secretary, 
P.O. Box 667, 
CROWS NEST, 
N.S.W. 2065 
DX 9515 Crows Nest. 
Telephone: 439 3199 
Extension: 

Your reference: 

Office hours: 8.30 a.m. to 4.30 p.m. 

I refer to your letter dated 30 November, 1983 
concerning the Report of the New South Wales Auditor-General 
for 1982/83. 

The following comments are submitted in respect of 
the matters raised in your letter:-

1. I enclose herewith copies of the Board's financial accounts 
for the year ended 30 June, 1983. The Revenue Statement for 
the General Insurance Fund itemises the charges comprising 
Administration Expenses. 

The following comments are submitted with respect to the 
items in which substantial increases occurred: 

Salaries and Associated Charges 

1981-82 1982-83 Increase 

$ $ % (-) 

Salaries 430,238 499,538 16.1 

Payroll Tax 22,703 26,896 18.5 

Employer' s Contribution 
to State Superannuation 
Fund 41,452 37,792 (8.8) 

TOTAL $494,393 $564,226 14.1 

The increase in the Salaries and Payroll 'l'ax charges were due 
to: 

(a) a salary award for Crown Employees and Crown Employees 
- Legal Officers of 4% was made effective from 5 November, 
1982; 

(b) during 1982-83, an additional inspector was assigned to 
the investigation of insurance matters. As a result 
his salary, which amounted to $26,226, was charged 
against the General Insurance Fund; and 

(c) a review of the 1981-82 charge disclosed that the salary 
for one position in the insurance area had been incorrectly 
charged against the General Fund. The amount of salary 
involved is $18,998. 

Action has been taken to correct the accounting records 
and to transfer $18,998 from the General Insurance Fund 
to the General Fund. 
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The reduction in the charge for the Employer's Contribution 
to the State Superannuation Fund was due to a credit of $7,012 
being deducted from the 1982-83 charge. The credit represents 
the "defep:ed" portion of the employer's contribution which is 
refundable for resigned officers. 

In 1981-82, the credit of the "deferred" portion was not sought 
and hence the higher charge in that year. 

As indicated in the Notes To, and Forming Part of, the Accounts 
of the General Insurance Fund, Point 5.1 (ii), an adjustment of 
$15,357 was effected during 1982-83 for the "deferred" portion 
recoverable for all officers who resigned prior to 1 July, 1982. 
During the current financial year, this amount was repaid to the 
Board by the Treasury by way of a deduction from the employer's 
liability payable for 1982-83. 

Other Operating Costs 

1981-82 1982-83 Increase 

$ $ % (-) 

Rent 24,563 42,213 71. 9 

Stores & Stationery 12,707 17,819 40.2 

Depreciation 2, 357 1,542 (34. 6) 

Telephone 4,587 2,805 (38. 9) 

Legal Costs 6,342 6,828 7.7 

Light & Power 3,844 3,270 (14.9) 

Insurance 847 1,042 23.0 

Office Cleaning 2,211 1,781 (19.5) 

Engineers' Fees 22,785 

TOTAL $57,458 $100,085 74.19 

The substantial increase in this item was due, in the main, to 
increased expenditure for Rent ($17,650), Engineers' Fees ($22,785) 
and Stores and Stationery ($5,112). The reasons for the increased 
expenditure are: 

Rent - effective from 1 November, 1982, rent payable by 
the Board in respect of the area occupied by the Board's 
Head Office at 55-61 Chandos Street, St. Leonards was 
increased from $163,494 per annum to $353,900 per annum. 

The Board originally owned this property, however, following 
the establishment of the Long Service Payments Corporation on 
1 August, 1982 as a separate entity, ownership was transferred 
to the Corporation. The rental adjustment effected by the 
Long Service Corporation effectively increased the Board's 
rental for this premises to the current market level. 

Engineers' Fees - in previous years, engineers' reports 
relating to claims made against the Board were required to 
be obtained by the claimant and/or builder. This 
arrangement was found to be unsatisfactory as conflicting 
reports tended to be submitted by both parties. 

Accordingly, in 1982-83 the Board introduced the policy 
of engaging independent engineers. 

Where a valid claim eventuates, the fee for the engineers 
report is incorporated as part of the cost of the claim 
and the appropriate percentage recovered from the reinsurers. 
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Action is now being taken to prepare a claim against the 
reinsurers for the amounts recoverable in respect of these 
payments. 

Stores and Stationery - the additional expenditure is due 
to a combination of increased prices and larger quantities 
of stock being purchased. 

During 1982-83, a new House Purchasers Agreement, with a 
revised scale of fees, was introduced from 1 January, 
1983, making it necessary to obtain replacement forms 
and stationery. 

Long Service Leave 

1981-82 1982-83 Increase 

$ $ % (-) 

Annual Charge 5,660 47,418 737.8 

The annual long service leave charge is assessed by calculating 
the accumulated entitlements at 30 June and deducting from that 
figure the existing balance in the Provision for Long Service 
Leave account. 

As a result of changes to the personnel working in Insurance, 
as well as salary increases brought about by increments and 
payment of the new award, the accumulated entitlements for 
long service leave increased from $42,529 at 30 June, 1982 to 
$89,947 at 30 June, 1983. No long service leave payments 
were made during 1982-83 and hence the annual charge against 
Revenue amounted to $47,418. 

Audit Fees 

1981-82 1982-83 Increase 

$ % (-) 

Annual Charge 9,900 18,350 85.4 

The charge raised against the General Insurance Fund is based 
upon a dissection of the annual audit fee as advised by the 
Auditor-General's Department. 

2. DOUBTFUL DEBTS 

(a) Debtors - Claim Recoveries 

Debts included in this category represent the Board's 
portion of claims paid under House Purchasers Agreements, 
which are recoverable from the responsible builders in 
terms of Section 34 (3) of the Builders Licensing Act, 1971. 

Cover under the House Purchasers Agreement is provided for 
periods up to 7 years. In many cases, it has been found 
that, by the time a claim has been settled, the builder 
concerned has either left the industry and is no longer 
the holder of a current licence or is the subject of 
bankruptcy/liquidation proceedings. 

The Board's experience has been that, where a builder is 
no longer the holder of a current licence or is the subject 
of bankruptcy/liquidation proceedings, recovery action, 
in most cases, extends over a lengthy period of time and 
usually there is little chance of receiving the full amount 
of the debt. Accordingly, the rates which have been set 
for the establishment• of a Provision for Doubtful Debts are: 
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(A) Where a current licence is held 
by the builder 10% 

(B) Where the builder is no longer 
the holder of a current licence 70% 

(C) Where the builder is the subject 
of bankruptcy/liquidation proceedings 90% 

As at 30 June, 1983, the balances of outstanding debts in 
these categories were approximately $132,000 (12.4%), 
$477,000 (44.8%) and $456,000 (42.8%) respectively. 

A review is presently being undertaken of all Claim 
Recovery Debtors. Where it is considered that there is 
little chance of recovering any of the money due, 
approval will be sought to write the debts off. 

(b) The amount included for "Debtors - Miscellaneous" ($160,078) 
represents: 

Miscellaneous Debtors 

Dishonoured Cheques 

Debtors - Outstanding Insurance 
Premiums 

Palmdale Limited - amount claimed 
against liquidator 

$ 

31,318 

2,102 

96,254 

30,404 

$160,078 

The provision for doubtful debts as at 30 June, 1983 of 
$44,967 relates to: 

(i) Amount Claimed Against Liquidator for 
Palmdale Ltd. 

Palmdale Ltd., a reinsurer under the House 
Purchasers Agreement, went into liquidation 
on 30 November, 1979 and a claim was made 
against the receiver for the estimated value 
of claims which would originally have been 
payable by that company and which now will be 
borne by the Board. 

Because it was considered unlikely that any 
dividend would be received, a provision for 
doubtful debts was created for the full 
amount of the claim. Enquiries are now 
being directed to the receiver to confirm 
whether or not any dividends will be paid. 
If advice is received that no dividend will 
be paid, approval will be sought to write 
the debt off. 

(ii) Debtors - Outstanding Insurance Premiums 

As at 30 June, 1983, the balance of debtor 
accounts for shortpaid insurance premiums 
stood at $96,254 compared with $22,838 at 
30 June, 1982. During 1982-83, new accounts 
totalling $80,542 were raised. 

The majority of the new debts arose following 
the introduction of a new premium scale on 
1 January, 1983. In many instances, premiums 

$30,404 

$14,563 
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paid as a prepayment before this date were 
made at the old rates. Following a contract 
being entered into or building work being 
commenced on or after 1 January, 1983, the 
increased premium became payable. 

The charge raised in 1982-83 for the 
provision for doubtful debts ($3,094) 
relates to shortpayments which occurred 
prior to 1982-83 and which were considered 
unlikely to be paid. 

It is proposed during 1983-84 to review all 
outstanding debts in this category and, where 
recovery action has been unsuccessful, to 
seek approval to write-off such cases which 
do not warrant further action in terms of the 
Treasury Instructions and Guidelines. 

TOTAL 

3. LEVEL OF ACCUMULATED FUNDS 

$44, 967 

The balance of Accumulated Funds in the General Insurance Fund 
since 30 June, l980 is detailed following: 

The main 
premiums 

30 June, 1980 

30 June, 1981 

30 June, l982 

30 June, 1983 

sources of income 

Accumulated Funds 

for this 

$ 
(OOO) 

3,440 

5,284 

3, 774 

4,921 

fund are from 
and interest earned on the investment of 

insurance 
same. 

Insurance cover provided by the Builders Licensing Act, 1971 
is in respect of building work, including trade work, carried 
out by the holder of a licence, the cost of which exceeds $1,000. 
The period of cover varies with the different categories of risk 
up to a maximum of 7 years. Hence, there exists a liability 
against the existing Accumulated Funds for claims which will be 
made during the next 7 years. Having regard to this potential 
liability, the present level of funds are not considered 
excessive. 

The Board's portion of risk has been increased from 1 July, 
1978 when it commenced at 10%, up to the present level of 35% 
which became effective from 1 January, 1983. The increases 
have been effected with a view to minimising the insurance 
cost to consumers. 

House Purchasers Agreement 4 also came into operation from 
1 January, 1983. Under this new Agreement, the amount of cover 
provided for the various classes of risk was increased (e.g. 
for major structural defects from $12,500 to $20,000) and a 
new scale of premiums became payable. The new scale of premiums 
was set following discussions with the Government Insurance 
Office and the other reinsurers. 
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In addition to claims, funds have been accumulated to meet the 
administrative costs associated with the operation of the 
insurance scheme. A major commitment for these funds in the next 
18 months to 2 years is for a computerised insurance system. 
The need for this system was identified by the Public Service 
Board as a result of a review carried out to explore the 
potential for computerisation of this Board's systems. The 
cost of system has been estimated at $250,000. 

In view of the above, a reductian in the scale of fees is not 
considered appropriate. 

4. BOARD'S INVESTMENT POLICIES 

(a) Breakdown of Investments 

The Board's investments, which have been classified as 
short-term deposits in the Auditor-General's report, 
consist of deposits lodged with the Treasury. As at 
30 June, 1983, deposits on account of the General 
Insurance Fund, which stood at $8,582,000, consisted 
of: 

Maturity Date 
Interest Rate 

Deposit Per Annum 

% $ 

8. 7.83 14.17 170,000 

29. 7.83 14.24 2,503,000 

5. 8.83 14.24 2,308,000 

9. 8.83 14.17 1,705,000 

9. 9.83 13.86 1,652,000 

9.12.83 13.86 244,000 

TOTAL $8,582,000 

Since 30 June, 1983, the Board has invested $2 million with 
the State Second Mortgage Scheme. Advice was recently 
received that this Scheme is to be extended up to 1985 and 
the Board has notified the Treasury that it has agreed to 
contribute an additional $1 million. 

(b) Investment Policies 

The Builders Licensing Act, 1971 only provides for the 
investment of General Insurance and Special Insurance Funds. 

Section 41 (B) of the Act provides that the provisions of 
the Superannuation Act, 1916, with respect to the State 
Superannuation Fund, apply to this Board in respect of the 
investment of the General Insurance Fund and Special 
Insurance Fund. 

Under an existing agreement, the Board is required to invest 
the insurance funds, other than funds invested in the State 
Second Mortgage Scheme, with the Treasury for periods in 
excess of 14 days. Interest is payable on these investments 
at the rate equal to the published Reserve Bank rates 
applying to deposits of $50,000 and over, accepted or 
renewed. 
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These funds are invested, having regard to the Board's cash 
flow, in order to achieve the maximum rate of return. For 
some time now, the Board has been considering the purchase of 
a property for occupancy as its Head Office. Pending a final 
decision on this matter, it had been decided to limit the 
investment of the Board's cash reserves with the Treasury 
to periods not exceeding six months. 

5. SPECIAL INSURANCE FUND 

Cabinet recently approved the amendment of the Builders Licensing 
Act, 1971, to provide for the introduction of a Trades Indemnity 
Scheme. This Scheme will allow persons for whom defective work 
has been carried out by licensed tradespersons to claim 
compensation. 

The draft amendment is currently with the Parliamentary Counsel 
and it is anticipated the Scheme will become operational during 
the current financial year. 

I trust this information satisfactorily answers the 
Committee's enquiries. 
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) 

B. F. CAHILL, 
CHAIRMAN 



BUILDING AND CONSTRUCTION INDUSTRY 
LONG SERVICE LEAVE PAYMENTS CORPORATION 

Auditor-General's Report Reference: Part II, Page 87. 

Issues examined by the Committee: 

* 

* 

* 

* 

The large surpluses generated by the Corporation, 
($18.5 million in 1982-83 ) and whether contribution 
rates should be decreased. 

The adequacy of accumulated funds ($80.4 million at 
30 June, 1983) and whether any actuarial assessment had 
been made to estimate the Corporation's future 
liabilities. 

Breakdown of investments and investment policy. 

A breakdown of expenditure incurred in 1982-83 excluding 
long service payments and provisions. 

Corporation's Response: 

The Corporation's responses commence on the next page. 

In summary: The 'surpluses' in 1981-82 and 1982-83 are not 
in fact surpluses but represent funds required to meet 
future commitments of the Corporation. The actuarial review 
as at 30 June, 1982 indicated that the Long Service Payments 
Fund is on a sound basis. As a result of this review the 
Minister announced that contribution rates were to be 
reduced by 10%. 

Result of Committee's Deliberations: 

The Inquiry into the Investment Practices of Statutory 
Authorities is currently in progress and other matters 
deferred pending the Committee's review of the 1983-84 
Auditor-General's report. 
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Your reference: AG83/23 
Our reference: 

Building and 
Construction Industry 

Telephone: (021439 3199 
Extension : 

____ LONG SERVICE PAYMENTS CORPORATION ___ _ 
Mr M. Egan, B.A., M.P. 
Chairman 
Public Accounts Committee 
Parliament House 
SYDNEY NSW 2000 

2 2 DEC 1983 

Dear Mr Egan, 

I refer to your letter of 29th November, 1983, regarding 
the 1982/83 financial report of the Corporation. 

Comments are provided hereunder on each of the matters 
raised in your letter. 

l. The "large surpluses" for 1981/82 and 1982/83 are not, in 
fact, surpluses, but represent funds required to meet the 
future commitments of the Corporation in paying claims made 
by workers. 

As the scheme is based on 15 years service, and as it is only 
8 years old at this time, it will be some years yet before 
a major number of claims will be made on the Fund. 

The Act provides for an Actuarial Review each 3 ye/ars, and 
I have only recently received the review for the period up 
to 30th June, 1983. 

The Actuary's report indicates that the Fund is on a sound 
basis, and that it will be possible to reduce the contribution 
rate under the Act whilst retaining the integrity of the Fund. 

on 23rd November, 1983, the Minister announced a reduction 
of 10% in the contribution rate, from 2.5% to 2.25%. 

2. As mentioned above, the Actuarial Review for the period up 
to 30th June, 1983, has recently been received, and this report 
has considered the assets of the Fund in relation to future 
commitments. The 10% reduction in the contribution rate resulted 
from the review. 

A copy of the Actuary's report is attached for your information. 

3. The required breakdown of investments held at 30th June, 1983, 
is attached hereunder. 

• •• 2 

55-61 Chandos Street, St. Leonards. Postal Address: P.O. Box 286 Crows Nest. 2065 
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-2-

4. The Corporation has nominally followed the investment policy 
of the Builders Licensing Board, which controlled the scheme 
up to 3lst July, 1982, but has been cortcerned that such,policy 
was no longer appropriate. 

The receipt of the Actuary's report and the amendments to 
the Corporation's investment powers contained in current­
legislative amendments have provided the opportunity to review 
investment policies. 

To this end, an external review is presently being arranged. 
It is anticipated that the review will be completed by March, 
1984. 

A copy of the policy set by the Builders Licensing Board is 
attached hereunder. 

5. A breakdown of expenditure incurred is attached for your .infor­
mation. 

In assessing the variation in salary costs from 1981/82 to 
1982/83, it is relevant to note that Joint Administration 
Expenses were essentially joint staff expense paid to the 
Builders Licensing Board, and not shown as salary. If the 
Joint Administration Expenses are included in salary calculations, 
the figures become $1,896,884 for 1981/82 and $2,306,339 for 
1982/83, with the increase being 21.6%. 

Yours faithfully, 

&~ 
• RIORDAN 
er Secretary 
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CHICKEN MEAT INDUSTRY COMMITTEE 

Auditor-General's Report Reference: Part II, Page 261. 

Issue examined by the Committee: 

* Why the Chicken Meat Industry Committee had not prepared 
a Balance Sheet nor a statement regarding the movement 
of funds 

Chicken Meat Industry Committee's Response: 

The Committee provided a copy of its statement of receipts 
and expenditure for 1982-83. 

The Committee's response commences on the next page. 

Result of Committee's Deliberations: 

No further action required in respect of 1982-83 
operations. 
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Chicken Meat Industry Committee 

Mr Michael Egan, 
Chairman, 
Public Accounts Committee, 
Parliament House, 
SYDNEY, N.s.w., 2000. 

Dear Sir, 

P.O. Box K220 

Haymarket 2000 

A.P.80/367 
Our reference: GETL: CR 

Your reference: AG 83/49 

Telephone: 217 6666 
Extension: 5252 

9th January, 1984. 

I refer to your letter of 14th December, 1983 - Reference: 
AG 83/49 and now advise that a financial statement in respect of 
the accounts of the Chicken Meat Industry Committee was prepared 
for the financial year 1982/83. 

The abovementioned financial statement is at present held 
in the files of the N.S.W. Department of Agriculture and a copy 
of this statement has been forwarded to the Auditor-General's 
staff, attached to that department. 

Attached is a copy of the Chicken Meat Industry Committee's 
financial statement for the financial year 1982/83, which is 
submitted for your information. 

Yours faithfully, 

G~:::u~ 
SECRETARY. 
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CHICKEN MEAT INDUSTRY COMMITTEE 
STATEMENT OF RECEIPTS AND EXPENDITURE 1.7.82 to 30.6.83 

RECEIPTS E X P E N D I T U R E 

Broiler urowing 
Agreement Fees - $15,060.00 PAID TO MEMBERS 

Meeting fees 
Air travel 
Accommodation 
Motor vehicle expenses 
Parking fees 
Toll 
Taxi 
Fares 

OTHER EXPENSES 

Postage 
Other 
Meals 
Overseas visit 
Air fares 

TOTAL $15,060.00 

Consolidated Fund Recurrent Payments Allocation 1982-83 

Expenditure by Chicken Meat Industry Committee, 1982-83 

Under-expenditure 

w. Nowland 

TOTAL 

8,100.00 
1,593.50 

30.00 
1,898.05 

53.20 
23.80 
92.05 

4.79 

50.91 
57.32 
77.05 

1,000.00 
424·.oo 

S 14,000.00 

S 13,404.67 

$ 595.33 

11,795.39 

1,609.28 

13,404.67 

In the above statement it should be noted that no expenditure in respect of salary costs 
of Secretary and Stenographer have been incurred for 1982-83, financial year. This action 
was taken in order to allow an advance payment of $1,000 to the Chairman in respect of his 
official visit to Canada in July 1983. The abovementioned salary expenditure will be a 
debit against the Chicken Meat Industry Committee allocation for the 1983-84 financial 
year. 

~.i~~~# 
Secr6tary, I/ 
Chicken Meat Industry Committee 
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COAL AND OIL SHALE MINE WORKERS SUPERANNUATION TRIBUNAL 

Auditor-General's Report Reference: Part II, Page 334. 

Issues Examined by the Committee: 

* Breakdown of investments held at 30 June, 1983 

* Rate of return on investments held 

* Tribunal's investment policies 

Tribunal's Response: 

The Tribunal has supplied the investment information 
requested by the Committeebut the response has not been 
included in this report as the Committee's Investments 
Inquiry is still in progress. 

Result of Committee's Deliberations: 

Inquiry into Investment Practices of Statutory Authorities 
is currently being conducted and will be the subject of a 
separate report when finalised. 
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COUNCIL OF AUCTIONEERS AND AGENTS 

~ 

Auditor-General's Report Reference: Part II, Page 94. 

Issues examined by the Committee: 

* 

* 

* 

* 

* 

* 

Administration account expenditure and Compensation Fund 
administration expenses. 

Whether the level of fees is too high given the amount 
of the Administration Account's accumulated funds. 

The reason for accumulated funds of $10.6 million in 
the Compensation Fund and whether the contribution rates 
are too high. 

The purpose of the Special Account and reason for the 
balance of $14.7 million in this account. 

The purpose of the Statutory Interest Account and the 
reason for the balance of $6.4 million in this account. 

A breakdown of investments and the Council's investment 
policy. 

Council's Response: 

The Council's response commences on the next page. 

Result of Committee's Deliberations: 

The Inquiry into the Investment Practices of Statutory 
Authorities is currently in progress and action in regard 
to other matters is deferred pending the Committee's review 
of the Auditor-General's 1983-84 report. 
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• 
TELEPHONE: 267-2811 

' The Chairman, IN YOUR REPLY PLEASE QUOTE 

Public Accounts Committee, 
Parliament House, 

_RJS.:KF .. EXT ___ 3o ......... . 

SYDNEY. N.S.W. 2000. 

L .J 

Dear Sir, 2lst February, 1984 

Re: AG8325 Council of Auctioneers and Agents 

I refer to your letter of 30th November, 1983 and submit my 
comments in relation to the various matters raised in connection 
with the final Accounts of the Council of Auctioneers and Agents 
for the year ended 30th June, 1983. 

Acting on advice from the Auditor General's Department and in 
accordance with modern reporting trends, expense accounts were 
condensed and rounded off for the final Accounts. 

I have attached a copy of the Council's final Accounts for 
1982-8.3 for the Committee's information. 

1. Breakdown ExEenditure Items: 

(a) 

(b) 

(c) 

Salaries and Associated Costs: 

Salaries $ 581,382 
Superannuation Contributions 59,485 
Payroll Tax 33,469 

Administration Costs: 

Rent $ 56,567 
Postage 20,118 
Telephone 7,325 
Light and Power 5,969 
Insurances 2,799 
Data Processing 21,542 
Printing and Stationery 19,627 
Annual Report 12,000 

Members Fees and Travelling Expenses: 

Members Fees 
Travelling Expenses 

}.7,582 
46,912 

$ 674,000 

674,336 

$ 146,000 

145,947 

$ 75,000 

74,494 

The 16 Members of Council are entitled to fees and allowances asset 
by the Premier's Department for part time Members of Boards and 
Committees. 

Section 14(1) of the Auctioneers and Agents Act, 1941 provides 
as follows:-

"A member other than the Chairman is entitled to be paid 
such remuneration and such travelling and subsistence 
allowance as the Minister may from time to time determine 
in respect of him." 

OFFICE: LEVEL 16, ACTA HOUSE, 447 KENT STREET, SYDNEY, 2000. PO!T4f !-0. BOX Q 168, QUEEN VICTORIA BUILDING, SYDNEY, 2000. 
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The Chairman, Public Accounts Committee: 

Council Members are entitled to be reimbursed for accommodation 
and travelling expenses and attending Council Meetings. Full 
Council meets once a month and Councillors usually attend at 
least one Sub-Committee Meeting a month. Members travel from 
Lismore, Armidale, Gunnedah, West Wyalong, Newcastle, Monteagle 
and Queanbeyan. 

(d) Administration Costs - re Compensation Fund: 

This is an interfund transfer from the Compensation Fund 
to the Administration Account which represents the pro­
portion of administrative costs the Compensation Fund 
should bear. The calculation is based on the following 
formula approved by both the Council and Auditor General. 

Registrar 10% salary $ 3,347 
Deputy Registrar 20% salary 5,710 
Claims Inspector 100% salary 18,097 
Typist 2.5% salary 3,898 
Inspectors 50% salary 91,827 

ADD: 10% of Expenditure other 
than 100% salaries above 72,832 $195,711 

In the final Accounts, Note 2 draws attention to Regulation 68(d) 
which provides that:- "There shall from time to time be paid out 
of the fund as required and in such order as the council deems 
proper the expenses involved in the administration of the fund." 

2. Accumulation of funds of the Administration Account: 

Income: 

Funds of the Administration Account are derived from:-

(a) License Fees 
(b) Transfer from Compensation Fund (on the basis of (d) above) 
(c) Transfer from the Statutory Interest Account (on the basis of 
(d) Interest on funds invested 
(e) Sundry Receipts, e.g. Sale of Election Rolls, Sale of Assets, 

etc. 

During 1982-83 funds from these sources were: 

(a) Fees $ 1,096,791 
(b) Compensation Fund transfer 195 I 711 
(c) Statutory Interest transfer 64,177 
(d) Interest of investments 67,985 
(e) Sundry Receipts 4,184 

$ 1,168,958 

The following comments in respect of these items is considered 
relevant:-
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The Chairman, Public Accounts Committee: 

(a) Fees: 

The License fee structure in the Auctioneers and Agents is as 
follows:-

Total Cost Admin. Fidelity License 
fee Contrib. fee 

$ $ $ $ 

Real Estate Agent 80.00 40.00 20.00 20.00 

Auctioneers 80.00 40.00 20.00 20.00 

Stock and Station Agent 80.00 40.00 20.00 20.00 

Business Agent 80.00 40.00 20.00 20.00 

Corporation 160.00 40.00 100.00 20.00 

Salesman 12.00 10.00 20.00 2.00 

Where a combination of Licenses is held e.g. Real Estate Agent, 
Auctioneer and Business Agent, only one contribution is required 
to the Compensation Fund, the total fee payable for those three 
Licenses would total $200.00. 

Fees were set at the current level on lst July, 1981. During the 
interim the C.P.I. has risen by 23.3%. It might be noted that the 
New South Wales level of fees is substantially lower than license 
fees applying in other states, e.g. 

Victoria - Real Estate License - $100.00 per year 
- Corporation - $400 per year 
- Sub Agents License - $ 20 per year 

Queensland - Real Estate - $210 per year 
- Corporation - $130 per year 

Expenditure: 

Expenditure details are provided in the attached final Accounts. 
The main items of expenditure being detailed in Point 1 (a), (b) 
and (c). Substantial savings which have occurred during the year 
under review details of which include:-

(a) Salaries: 

Council's establishment comprised 32 positions including a 
full time Chairman. During 1982/1983 constraints upon staff 
recruitment resulted in a monthly average of only 27 positions 
being occupied. The position of Chairman (salary $40,865 + 
$398 allowance) has been vacant since the 30th June, 1982. 
The Deputy Director of the Department of Consumer Affairs was 
appointed Chairman until the 31st December, 1982 on an unpaid 
basis and since that date, Council Members have elected a 
Chairman for Meetings in accordance with the provisions of 
section 16(2) of the Act. 

It is estimated that for the year ended 30th June, 1983, 
savings in the order of $170,000 have accrued under this item. 
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The Chairman, Public Accounts Committee: 

(b) Administration Costs: 

Rent: 

Rent on Council's accommodation was negotiated on a most 
favourable basis of $7.00 per square foot per annum in 
March, 1981. The lessor has signified an intention to 
seek an increase of rent to $15.00 per square foot per 
annum effective from March, 1984. 

Data Processing: 

In 1981 Council purchased a Burroughs B90 Computer and 
costs reflected in the final Accounts relate to service 
contracts and additional software requirements. The 
Computer has resulted in substantial administrative savings 
overall with a reduction in levels of typing and clerical 
work. 

(c) Staff Travel: 

Travelling costs and allowances paid to Council staff in 
accordance with the Public Service Act has been at a lower 
level than expected due to restrictions upon staff 
recruitment. Shortage of staff has severly limited itin­
eries for Council Inspectorate resulting in effective 
savings in this area. 

Council is most concerned at the present lack of inspections 
in country areas. 

In summary therefore, had the Council operated exclusively 
on the basis of license fee income $1,096,790 1982/1983) a 
net operating loss of $41,872 would have accrued in the 
Administration Account. 

Salary savings by virtue of vacant positions would have 
extended this loss by a further $170,000. It might be emph­
asised that the balance of $1,045,000 (not $1,025,000 as 
stated in your letter) represents the accumulation of funds 
in the Administration Account since 1984. This represents an 
average of $24,881 per annum. 

Consideration is currently being given at the policy level to 
legislative amendments in relation to Council funding. 

3. Accumulation of Funds - Compensation Fund: 

Compensation Fund Balance Sheet funds of $10,600,000 is again an 
accumulation since the Fund was commenced in 1941. 

The Compensation Fund is designed to reimburse persons who suffer 
pecuniary loss through an Agent's failure to account. If the 
public is to be protected, it is essential for the Compensation 
Fund to be financially sound and in a position to meet substantial 
Claims which may occur at any time. 

Prior to 1982 the provisions of the Act made it extremely difficult 
and protracted to sustain a Claim upon the Fund. Little publicity 
was given to the availability of this source of compensation to the 
persons who may suffer loss by virtue of their dealings with recal­
citrant Licensees. Prior to 1980, annual payments from the Fund 
averaged approximately $30,400. Following the amendments, the 
following payments have been made:-
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The Chairman, Public Accounts Committee: 

1981 $ 72,425 

1982 $ 165,695 

1983 $ 240,977 

As at 30th June, 1983 Claims totalling $383,224 were pending. 

The 1980 amendments to the Act expanded controls to cover Strata 
Managing Agents. Council's recent experience demonstrates a high 
potential for defalcations which could substantially increase both 
the volume and monetary value of future claims. 

During 1982 the contribution to the Compensation FUnd from licensing 
fees totalled $254,076 while interest on invested funds (accumulated 
since 1941) generated $1,053,585. Provision was made in the 
Accounts to transfer funds totalling $1,900,000 from the Statutory 
Interest Account in accordance with the provisions of Section 63D 
of the Act. 

The extent of accumulation of funds to this Account received impetus 
from amendments introduced by the then Government in 1973 which 
provided:-

(a) 25% of the minimum daily balance of an Agent's Trust Account 
to be lodged into a Special Account to be invested on behalf 
of the Council (refer Section 36D). 

(b) The interest earned as a result of these investments is 
credited to the Auctioneers and Agents Statutory Interest 
Account. 

(c) 50% of the interest earned to be transferred to the 
Compensation Account (refer Section 63D of the Act). 

Details of income and expenditure for the Compensation FUnd 
Account appear in the attached Statements. It is relevant to 
note that in 1982/1983 income from license fees exceeded Claims 
by only $13,098. This amount was far exceeded by administrative 
costs, legal fees, Receivership costs and sundry expenses 
totalling $315,916. 

The Committee's attention is drawn to the fact that the Act contains 
measures designed to circumvent Claims upon the FUnd by appointing 
Receivers (where evidence exists of possible Claims on the FUnd) and 
the cost of all legal action taken by Council in objecting to the 
renewal of an Agent's License or when lodging Complaints for 
Cancellation of an Agent's License (refer Section 68 and Section 83). 

The initiatives taken by the New South Wales Government in 1973 by 
implementing the Auctioneers and Agents Special Account and the 
Statutory Interest Account have been followed recently by both 
Victoria and Queensland. In Victoria, the Agent is required to 
lodge 40% of the minimum balance of the trust account and 
Queensland requires the Agent to lodge two thirds of the minimum 
balance in excess of $3,000. 

In accordance with the provisions of Section 73 of the Auctioneers 
and Agents Act, 1941, meticulous care has been exercised in the 
investment of funds which has resulted in the accretion of $1,053,585 
interest during 1982/1983. As mentioned previously the question of 
funding is currently under consideration. 
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The Chairman, Public Accounts Committee. 

4. Purpose of Special Account: 

Reference was made earlier to the Auctioneers and Agents special 
Account being a scheme whereby every Licensee under the 
Auctioneers and Agents Act, 1941 is required to lodge 25% of the 
minimum balance in his Trust Account with the Auctioneers and 
Agents Special Account at the Head Office of his particular Banker. 
This money is held in trust by Council for the licensees and is 
available at call if the funds are required by the licensees to 
settle trust transactions. It is pointed out that the $14,722,426 
referred to is a liability of the Council not an asset since funds 
belong to individual licensees who are issued with Letters of 
Credit by their individual bankers. 

Funds in the Special Account are invested and the Council receives 
interest on these investments. Conversely, if the Special Accounts 
go into overdraft, as has been the case in recent times, interest 
is charged by the particular institution. 

Deposits made by licensees under the Special Account provisions 
decreased from $17,020,367 in 1982 to $14,722,426 in 1983. 

These latest developments reflect the decline in real estate sales 
and a\new practice whereby Solicitors instruct Agents to place 
deposits in Interest Bearing Deposits, other than Trust Accounts 
or for the money to be held by the vendor's Solicitor. 

5. Purpose of Statutory Interest Account: 

Moneys in the Statutory Interest Account are applied as follows:-

(a) Supplementation of the Compensation Fund. 

(b) The establishment and conduct by the Council of a scheme for 
the payment of the whole or part of the costs, charges and 
expenses 

(i) Incurred by bodies or organisations in the 
provision of courses leading to examinations 
prescribed for the purposes of subsection (lOA) 
of section 23; 

(ii) involved in connection with educational meetings 
or lectures organised by or for the council for 
licensees; 

(c) investment in loans to building societies registered under the 
Co-operation Act, 1923, or the Permanent Building Societies Act, 
1967. 

(d) payment to the credit of the Auctioneers and Agents Administration 
Account of the costs, charges and expenses of administering the 
Special Account and Statutory Interest Account provisions. 

The figure of $6,395,662 as at 30th June, 1983 represents accumulated 
profits since the scheme was introduced in 1973. 

- 53 -



- 7 -

The Chairman, Public Accounts Conunittee. 

6. A Breakdown of Investments shown in the Administration, Compensation, 
Special and Statutory Interest Accounts: 

Administration Account: 

National Australia Bank 

Compensation Fund: 

National Australia Bank 
State Bank 

Bldg Soc: St. George 
NSW Permanent 
United Permanent 
Newcastle Permanent 
Greater Newcastle 
State 

Special Account: 

$ 500,000 
500,000 
500,000 
500,000 
500,000 
500,000 

$ 550,000 

3,880,000 
2,500,000 

3,000,000 

9,380,000 

Interest Bearing Deposits {Agents funds $ 14,755,000 
(32,574) Current Accounts invested) 

Conunonwealth Trading Bank 
Bank of New Zealand 
Westpac {N.S.W.) 
National Australia {C.B.C.) 
state Bank 
Australia & New Zealand 
National Australia {National) 
Westpac {C.B. of A) 

Current Accounts: 

Conunonwealth Trading Bank 
Westpac 341 George St. {EX NSW) 
State Bank 
Australian & New Zealand 
National Australia Bank 
Westpac 273 George St. (EX CBA) 
Bank of New Zealand 

Statutory Interest Account: 

Fixed Bank Deposits 
State Bank 
National Australia 
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14,722,426 

$ 3,268,000 
8,000 

3,433,000 
2,625,000 

757,000 
2,246,000 

283,000 
2,135,000 

14,755,000 

$ (6,907.46) 
30.09 

512.75 
6,916.58 

(33,774.29) 
648.00 

Nil 

$ 960,000 
1,840,000 

($32,574.33) 

2,800,000 
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The Chairman, Public Accounts Committee: 

Building Society Investments: 

State Building Society $ 
St. George Building Society 
Greater Newcastle Permanent 
Building Society 
N.S.W. Permanent Building Society 
United Permanent Building Society 
Newcastle Permanent Building 
Society 

700,000 
700,000 
700,000 

700,000 
700,000 
700,000 

4,200,000 

$ 7,000,000 

7. An Outline of Councils Investment Policy is as follows:-

ADMINISTRATION ACCOUNT: 

The Administration Account Investments form a minor part of 
Councils Investment Portfolio. Surplus funds are only invested 
in Gilt-Edged Securities for short periods to ensure liquidity 
in the Account. 

COMPENSATION FUND: 

The investment policy in respect of the Compensation Fund is 
covered by the provisions of Section 73 of the Auctioneers and 
Agents Act which provides as follows:-

"Any moneys in the fund which are not immediately required 
for the purposes of the fund may be invested in any manner 
in which trustees are for the time being authorised to 
invest trust funds, or on deposit for such period as the 
council deems proper with any bank or corporation pres­
cribed by the rules of court as a bank or corporation to 
which trust moneys may be paid under section 15 of the 
Trustee Act, 1925, or, to an extend involving the expend­
iture of not more than 60 per cent of the money at credit 
in the fund and with the consent of the Minister, in the 
purchase of shares in a permanent building society reg­
istered under the Permanent Building Societies Act, 1967." 

STATUTORY INTEREST ACCOUNT: 

The investment policy in respect of any surplus funds in the 
Statutory Interest Account is covered by the provisions of 
Section 63D(2) which provides as follows:-

"Without affecting the operation of paragraph (c) of 
subsection (1), any moneys to the credit of the 
Statutory Interest Account which are not immediately 
required for the purposes of the Statutory Interest 
Account may be invested in any manner in which trustees 
are for the time being authorised to invest trust funds, 
or on deposit for such period as the council deems 
proper with any bank or corporation prescribed by the 
rules of court as a bank or corporation to which trust 
moneys may be paid under section 15 of the Trustee Act, 
1925." 
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The Chairman, Public Accounts Committee: 

SPECIAL ACCOUNT: 

Investment of moneys in the Special Accounts are restricted to 
the particular bank where the funds are lodged. When funds in 
the Special Accounts were stable or increasing, such as a buoyant 
real estate market, the policy was to place funds on interest 
bearing deposit for twelve months. In recent times, there has 
been a constant exodus of funds from the Special Accounts resulting 
in overdraft situations being created on the Special Accounts. To 
combat these overdrafts Special Account Interest Bearing Deposits 
are now lodged for overlapping short periods. 

In conclusion, it should be pointed out that the whole question of 
the Council's funds and funding is currently the subject of policy 
review and it is likely that legislative action will be taken to sub­
stantially vary the present arrangements. 

Yours faithfully, 

R. 
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CUMBERLAND COLLEGE OF HEALTH SCIENCES 

Auditor-General's Report Reference: Part II, Page 177. 

Issues examined by the Committee: 

* Donation to the Cumberland College Foundation Limited. 

* Investments. 

College's Response: 

The College's response commences on the next page. 

In summary: Donation to the Foundation was to recoup moneys 
paid for salaries of College staff engaged on Australian 
Development Assistance Bureau Projects. 

Details of investments and investment policy provided. 

Result of Committee's Deliberations: 

Other than the Inquiry into Investment Practices of 
Statutory Authorities, no further action required in respect 
of 1982 operations. 
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Cumberland College of Health Sciences 
(P.O. Box 170), Lidcombe, New South Wales, Australia, 2141 
East Street, Lidcombe, Telephone (02) 646-6444 

Mr. M. Egan B.A., M.P., 
Chairman, 
PUblic Accounts Cornrnittee, 
Parliament of New South Wales, 
Legislative Assembly, 
Parliament House, 
SYDNEY. N.S.W. 2000. 

Dear Mr. Egan, 

Sth January, 1983. 

I refer to your letter dated Sth December, 1983 reference 
AG 83/34 requesting comment on various matters raised by your Committee 
following their examination of the 1982/83 Report of the New South Wales 
Auditor General. 

The following comments are provided in respect of these matters: 

1. The donation of $50,000 by the Council of the College to the 
Cumberland College Foundation Limited was to recoup moneys 
paid for salaries of College staff engaged on Australian 
Developnent Assistance Bureau Projects in South East Asia. 

These project grants are only available to the Foundation as 
a recognised "non Government Organisation" which precludes 
the College receiving the grants direct from the Commonwealth 
Government. 

The Council of the College has developed a clear policy on 
providing manpower assistance in the Allied Health Professions 
to these regions and has in fact entered into a number of 
inter institutional agreements with educational/health 
organisations within the countries concerned. 

The sum recouped to the Foundation was provided from College 
money and not grant money legislated for "specified purposes". 
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The establishment of the Foundation in 1981 was viewed by the 
Council of the College as a means of furthering the objectives 
of the College as a mechanism to attract financial assistance 
which is not always available to Government funded organisations. 
The memorandum and Articles of Association of Foundation reflect 
the views of the College Council. 

Term Deposits $2,407,008 
(NSW Permanent Building Society) 

Amount Term Rate 

203,221.92 43 days 8.25 
203,785.75 34 8.25 
200,000.00 17 8.20 
150,000.00 19 8.20 

50,000.00 24 8.20 
50,000.00 31 8.20 

150,000.00 33 8.20 
50,000.00 45 8.20 

150,000.00 47 8.20 
50,000.00 52 8.20 
50,000.00 59 8.20 

750,000.00 59 8.40 
150,000.00 61 8.20 
200,000.00 66 8.20 

Inscribed Stock $400,000 
(Electricity Commission of NSW) 

400,000.00 4 years 10.4 
(invested November, 1979) 

Interest Bearing Deposits $100,000 
(National Australia Bank) 

100,000.00 180 days 14.0 

Australian Savings Bonds $150,000 

150,000.00 7 years 14.75 
(invested October, 1982). 

The reason that investment funds increased by 91.5% at December 31, 
1982, was due to the fact that the initial distribution of 1982 
recurrent funds (received December 23, 1981) could not be placed 
on the market before the end of 1981. The bank was asked to quote 
for this money but was not prepared to do so therefore the money 
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could only be placed in the College's bank account. The 
situation changed marginally at the end of 1982 in that 
the initial distribution of 1983 recurrent funds (received 
December 22, 1982) was received in sufficient time to place 
the funds outside the banking system. 

3. The rates are included in point 2. 

4. The Colleges primary concern is to ensure that any funds 
invested are available when required to meet its ongoing 
commitments. This means that the bulk of College investments 
are of a short term nature. 

Where possible the College invests funds over a longer term to 
attract a better rate of interest. These longer term 
investments are funds provided for long service leave and 
special purpose funds. 

As you are aware the College is restricted to 'trustee 
investments'. Within this framework the College's policy is 
to accept the best quote available at the time of investing. 

I trust the foregoing provides sufficient information for the 
members of your Committee to the matters raised in your letter under reference. 

Yours faithfully, 
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DEPARTMENT OF CONSUMER AFFAIRS 

Auditor-Gener,al's Report Reference: Part I, Page 117. 

Issue examined by the Committee: 

* Variation of statute - Weights and Measures Act, 1915. 
The Department has not been fully complying with Section 
31 which requires weights, measuring instruments, etc. 
to be reverified and stamped every two years. 

Department's Response: 

The Department's response commences on the next page. 

In summary: The arrears in inspections have arisen due to 
constraints upon staff recruitments, Section 31 of the Act 
was amended in 1980 to enable the two-year reverification 
period to be varied by regulation. The regulations have not 
been implemented due to considerations, at the policy level, 
of a number of other issues. 

Result of Committee's Deliberations: 

Further action deferred pending the Committee's review of 
the 1983-84 Auditor-General's report. 
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~.M. Egan, B.A., M.P., 
Chairman, 
Public Accounts Committee, 
Parliament House, 
SYDNEY .•• 2000 00 

Dear Mr. Egan, 

Your r~fcrnnc1::r 

Telephone: 266 8111 
Extension: 83 3 7 

I refer to your letter of l6th November, 1983, 
seeking comment upon the mention in the Auditor-General's 
Report concerning a variation of the Weights and Measures 
Act, 1915. 

The current situation has arisen because of constraints 
imposed upon the recruitment by virtue of Government Public 
Sector Manpower Strategies since 1978. It became necessary to 
substantially modify the duties of inspectors to cater for 
inspection functions under other legislation administered by 
the Department. 

In 1980, Section 31 of the Act was amended to enabLe 
the two-year reverification period to be varied by regulation. 
Implementation of regulations has not proceeded, due to 
considerations, at the policy level, of a number of other 
significant issues. The Committee may be assured, however, 
that the situation which currently exists is a matter of concern. 

By way of example, at the end of the 1982 financial 
year, the situation in respect of reverification arrears was critica 
because of demand upon other inspection areas. In the Department's 
Annual Report of that year, it was stated" ••• reduced manpower 
has been reflected in the statistics and in arrears evident in 
Weights and Measures reverification". 

In the Annual Report for the year ended .30th June, . 
1983, it was stated "Serious arrears problems with weights and 
measures verification which were highlighted in last year's 
Annual Report.have been alleviated by a concerted effort in 
this area which has resulted in an improvements. Nonetheless, 
there is a constant demand for inspectors to assist in the 
investigation of trading practices generally." 

"Given the limitations imposed on the recruitment of 
staff, it has not been possible to completely overcome the 
arrears and it is unli~ly that there will be any significant 
improvement in the foreseeable future." 

Problems of staffing resources have been exacerbated 
by the increasing complexity in verficiation and reverification 
procedures arising from technological change in the introduction 
of electronic weighing and measuring devices. Whilst fees for 
verification and reverification have been adjusted, it remains 
a fact that the time necessary to undertake these processes has 
substantially increased in comparison with the simple mechanical 
machines of the past. In a total sense, this materially influence: 
both the volume of verifications which can be undertaken and, 
consequently, fee returns.· 

... /2 
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Since 1978, the need to service other 
statutory inspection requirements has resulted in an 
estimated 50% reduction in the effective manpower 
availability for weights and measures verification 
and reverification programmes. 

At present, it is estimated that with a 
calculated current staff deployment of approximately 
18 officers (as opposed to 37 in 1978), the arrears in 
metropolitan area amount to approximately 36 months. 
arrears situation in country areas varies between 6 and 
months, although in a number of centres compliance with 
two-year reverification progranune has been achieved. 

Yours faithfully, 

Cornmissioner for 
Consumer Affairs 
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DEPARTMENT OF EDUCATION 

Audi tor-Gene,ral' s Report Reference: Part I, Page 43. 

Issues examined by the Committee: 

* Increase in payroll costs. 

* Increase in cost of conveyance of children to school. 

* Inconsistency of expenditure patterns amongst various 
items of capital expenditure on schools. 

Department's Response: 

The Department's response commences next page. 

In summary: increased payroll costs are principally the 
result of salary increases over which the Department has 
no control e.g. Award and National wage increases. 

Increase in cost of conveyance was due to the increase in 
passenger bus fares and charter bus rates averaging 10.33% 
from 1 November, 1981, and 13.73% from 13 September, 1982. 
Variations in expenditure explained in the response 
separately for each item. 

Result of Committee's Deliberations: 

No further action required in respect of 1982-83 operations. 
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New South Wales Government 

Department of Education ~ 
• 35 Bridge Street, Sydney ~~ 

Please address all 
Mr. M.R. Egan, B.A., M.P., commun1cat1onsto 
Chairman, N.S W. Department of 
Public Accounts Committee, Education 
Parliament House, Box 33, G.P.O., Sydney, N.S.W. 2001 

SYDNEY. 2000. 00. Our reference: 

Your reference: 

Telephone: 2 0584 Ext. 
Telegrams: "Schools Sydney" 
Telex: 24420 

Dear Mr. Egan, 

I refer to your letter of the 30th November, 1983 which refers to 
particular matters mentioned in the Auditor-General's Report for 
1982/83. 

The following information is submitted in respect of those matters. 

A. Increase in Payroll Costs 

(1) Payroll Costs Comparisons - 1980/81 and 1982/83 

It will be shown in the following section that the number of 
approved teaching positions overall increased by 0.06% as at 
June 1983, compared with June 1981 figures. Your letter 
points to an increase in payroll costs by 29.5% during the 
period 1980/81 to 1982/83. 

!2l 

!2l 

Apart from other considerations, mentioned later in this 
report, the increased costs are principally the result of 
salary increases over which the Department has no control. 
The following table sets out salary increases approved 
during the period under review. 

Reason Percentage Effective Date 
Increase Date Paid 

National Wage 4.2 18.7.80 14.8.80 

Award (interim) 2.3969 7.ll.80 29.1.81 

National Wage 3.7 16.1.81 26.2.81 

Award (final) 5.7 7.ll.80 18.6.81 

National ~age Adjustment 16.1.81 18.6.81 
because of variation to 
base at 16.1.81 

National Wage '.6 8.5.81 2.7.81 

Award (interim) 4.3 1.1. 82 8.4.82 

Award (final) 7 to 10 1.1.82 3.6.82 

Award 4 5.ll.82 27.1.83 

In addition, a betterment in teaching conditions saw the 
introduction of a locality alJ.owance payable in respect of 
designated areas of the State, effective from 2.2.82 with 
payments commencing on 17.6.82. 

It will be appreciated that the various increases approved 
had a compounding effect during the period under review. 

(2) Budgetary Provisions 

In submitting draft estimates the Department is precluded 
from making any provision in anticipation of any decision 
that would cause increases in salaries in the ensuing year, 
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such as a national wage determination or an outstanding award 
or determination. Therefore, the value of salaries is 
estimated at rates current at 30th June each year. 

On that basis the Treasurer in his letter of allocation for 
1982/83, indicated preparedness to provide supplementation to 
salaries items to meet any incre.ased costs resulting from 
determinations and the like during the financial year, from 
Treasurer's Advance Account. 

In respect of 1982/83, the Primary and Secondary Salaries Items 
were supplemented by the Treasurer to the extent of $37,454,917. 
Of the $15M savings on Primary and Secondary Education Works, 
mentioned in the Auditor-General's Report, the sum of $13,728,266 
was applied to meet the shortfall in salaries, overall. 

The financial allocations in Head Office, Primary and Secondary 
Salaries areas were calculated by the Department at the time of 
allocation to be far short of the sum necessary to maintain 
the approved staff numbers for Teaching Service Administration 
positions by approximately $2.3M and significantly short in the 
provision of Casual Relief Teachers, Primary and Secondary, 
by approximately $18M and for Ancillary Staff in Schools to the 
extent of $3.8M. It therefore became necessary for the 
Department to review its priorities with a view to providing 
offsets in savings to support Teaching Service staff numbers 
determined by the Premier and to meet the expected costs of 
Casual Relief for which provision had not apparently been made. 

A number of options were examined and considered by the Minister 
and a number of those were referred by him to the Premier and 
the Treasurer seeking reconsideration of the allocations 
provided in the areas of shortfall. I would also mention 
that independent of the Department's examination of possible 
options available, the Casual Teacher Relief provisions and 
their administration were subject to an efficiency audit by 
officers of the Public Service Board's Efficiency Audit Division. 

A number of the options, if adopted by the Government, would 
have resulted in a change in teaching conditions which would 
have had serious industrial implications. In summary then, the 
Department was left in the position where it must strive to 
effect savings wherever possible in its overall allocation to 
meet the salary costs not provided for and without disturbing 
Teaching Service conditions. In his reply of 8th October, 1982, 
the Premier indicated among other things "the issue now becomes 
how best to contain costs within the allocation that has been 
determined". The options open to the Minister and the Department 
were taken but failed to produce sufficient savings. It was 
with this background that the Treasurer agreed to the 
reallocation of Capital funds to meet shortfalls in provisions 
for salaries items. 

It should also be mentioned that the report of the Public Service 
Board's officers made it clear that the 1982/83 provisions 
for Casual Relief Teachers were inadequate and also that the 
incidence of sick leave for teachers was shown to be less than 
that for other public servants. 

I have attached statements setting out details of the allocations 
and expenditures incurred in respect of the Salaries Items, 
Primary and Secondary and the manner in which the overexpenditures 
were met. They are Schedules 1 and 2. 

(3) Relationship between Enrolments and Teacher Numbers 

In regard to the relationship between enrolments and teacher 
numbers:-
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The following table indicates the changes in pupil enrolments 
at the annual census for each of the years 1981 and 1983 (July). 
The percentage change in each category is indicated. 

July 1981 

July 1983 

Pupil Enrolments 

Primary 

507,094 

477,813 

- 5.8% 

Secondary 

282,481 

300,893 

+ 6.1% 

Total 

790,575 

778,606 

- 1.5% 

The following table indicates the total number of approved 
teaching positions in schools as at June 30th in each of the 
years 1981 and 1983. 

The percentage change in each category is indicated. 

No. of Approved Teaching Positions 

Primary Secondary Total 

June 1981 - Overall 23,611 22,510 46,121 

Classroom 
Ordinary (18,854) (18,498) (37,352) 

June 1983 Overall 22, 913 23,240 46,153 

Classroom 
Ordinary (18,032) (19,270CD) (37,302) 

Overall - 3.0% + 3.2% + 0.06% 

Classroom 
Ordinary (- 4 .4%) (+ 4. 2%) (- 0.13%) 

Thus whilst enrolments in primary and secondary educati.on have 
decreased overall by 1.5% total teaching positions have remained 
almost constant. 

It is evident that the above numbers are at variance with those 
stated in the report. The Auditor-General has quoted from actual 
payroll statistics for permanent and temporary teachers, on 
strength. He has indicated on page 45, paragraph 1, that "the 
figures quoted do not include staff temporarily off the payroll 
(if on maternity leave, or other approvp.d leave without pay)." 

They do however, include teachers absent on paid leave, e.g. sick, 
long service. 

To achieve a reconciliation between approved teaching positions 
and payroll numbers for June 1983, for example, the latter must 
be reduced by numbers of teachers on paid leave and increased by 
the number of casual teachers, supply or long term relief, 
appointed to fill the vacant positions. Those numbers are 
included in the number of 5,283 "Casual and relief (expressed 
as full time equivalent)", stated on page 44 of the report. 

As indicated above, the number of teaching positions shown include 
those categorized as classroom ordinary and these are those most 
dependent on enrolments in relation to approved staffing formulae. 
Indeed classroom ordinary positions have decreased by 0.13% from 
1981 to 1983. 

It must also be realized that the correlation between enrolments 
and teaching positions is not perfect in that the number of 
teachers required to staff schoolsis not the result of dividing 
total enrolments by the approved maximum class size, primary or 
secondary. Instead, it is the result of the application of an 
approved staffing formula to the enrolment of individual schools. 
This takes into account such factors as geographical population 
trends, the relatively lower teacher/pupil ratio in smaller 
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schools (particularly one teacher schools) and approved decreases 
in class sizes. It was not until September 1981 that the final 
stage of the Government's plan for a maximum class size of 30 in 
primary schools was implemented. 

The introduction of a program to reclassify primary schools, 
additional appointments in such areas as special education, 
libraries, migrant education, counsellors, remedial and resource 
teaching have all been government priority areas and have received 
betterments despite declining enrolme~s. These betterments have 
formed part of the approved staff numbers determined by the Premier. 

Until 1980 there.were large numbers of reserve teachers in schools 
as a result of the government's commitment to employ all priority 
students when it eliminated the teacher scholarship bonding 
requirement. For this reason the presence of reserve teachers in 
schools reduced the need to employ casual relief teachers. 
Principals were expected to absorb the absence of teachers by 
reserves or from within the release created by reserves before 
making casual relief appointments. Since 1981 the absence of 
resource teachers and the increased demand for relief for long 
service and maternity leave overall has generated a need for higher 
levels of casual relief employment. 

B. Primary and Secondary Conveyance 

The increase in the cost of transporting pupils to and from school in 
1982/83 over 1981/82 can be attributed to a range of factors. They are 
as follows: 

1. There was a cumulative effect in 1982/83 of increases in passenger 
bus fares and charter bus/handicapped pupils' services rates 
granted in that and the preceding year viz. averaging 10.33% from 
lst November, 1981 and 13.73% from 13th September, 1982. 

The full effect of the 10.33% increase did not manifest itself in 
1981/82 but was felt in 1982/83, and the more recent average increase 
of 13.73%, of course, was only applicable to 1982/83. The total 
cumulative effect, other factors not being taken into account, 
would be an increase of about 21%. 

2. In fact, passenger bus fares do not increase by the notional 
percentage figures referred to in (1) above but, rather, by a 
range of percentages. Hence, the effect on expenditure may be 
more or less than the notional average fare increase depending 
upon whether the greater frequency of fares paid involves increases 
greater than or less than the notional average increase. 

The range of increases for 1981/82 and 1982/83 is not readily 
available but, in 1983/84, it was from 8.70% to 16.67%. 

3. From 1981/82 to 1982/83, there was a movement of pupils from 
government to non-government schools which contributed to an 
increase of about 5.7% in non-government school enrolments by the 
end of 1982/83. 

As non-government schools generally are more widely dispersed, 
individual pupil journeys are, on average, longer. This leads, 
in turn, to increased passenger bus expenditure through higher 
average fares and, to a lesser extent, increased charter bus 
expenditure due to increased running and the introduction of 
larger vehicles. 

4. There have also been instances of population shift which have 
increased conveyance costs e.g. from the inner-Sydney area to 
new housing developments at Campbelltown and Penrith, and from 
Sydney and other parts of the State to the North Coast region. 

The increased costs have come about because of a shift in mode 
of transport used from government bus and rail services, the 
costs of which have not been met by the Department of Education 
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since 1981, to private passenger bus services and, where use of 
private passenger bus services has continued, because of the 
higher average fares paid for longer journeys in the developing 
areas. 

5. Additional expenditure will be incurred simply as a result of 
granting access to free or subsidised travel in terms of the 
Government's free pupil travel policy. This growth factor has 
been accentuated over recent years by the increasing availability 
of passenger and charter bus services in country areas and, to a 
lesser extent, by the trend to close the smaller, Class 4 schools 
and transport children to larger schools. 

It must be emphasised that a number of steps nave been taken in recent 
years in an endeavour to contain expenditure on pupil conveyance. 

An in-depth review of the entire free travel scheme was carried out in 
1981-1982 by officers of the Department of Education with the results 
being considered by an inter-departmental committee chaired by an 
officer of the Treasury. In addition, the 'Government Functions Task 
Force' also concerned itself, among other things, with potential 
savings which might be achieved. As a consequence of these investigations, 
a number of recommendations were submitted to and approved by Cabinet in 
August, 1982 with a view to effecting savings. These included reducing 
payments to a number of charter bus operators to the appropriate economic 
ratei the conversion of a number of passenger fare services to charter 
services and a substantial reduction in payments to passenger fare 
services to more appropriately reflect actual usage, rather than the 
value of passes issued. As a result of strong .representations to 
Government by the Bus and Coach Association, Cabinet decided in February, 
1982 to vary upwards the value of payments to passenger bus operators. 
The conversion program halted pending the outcome of the Independent 
Inquiry, referred to later. However, Cabinet's decision of August 1982 
that sufficient funds be made available to the Minister for Education to 
meet the costs of the Government's school conveyance scheme was unaffected. 

Later in 1982, an efficiency audit was conducted by the Public Service 
Board of the control of payments in relation to pupil conveyance, which 
confirmed many of the findings of the earlier investigations. Finally, 
in February, 1982, Cabinet decided to establish an Independent Inquiry 
into the pupil conveyance scheme which would report on and make 
recommendations concerning the efficient and economic operation of the 
scheme. 

The Inquiry's report and an interdepartmental committee's assessment of 
its findings are currently being considered by the Ministers for Transport 
and Education with a view to the submission of appropriate recommendations 
to Cabinet as soon as possible. 

Background data about pupil conveyance is contained in Schedules 3 and 4. 

c. Capital Funds 

Extreme difficulty has been experienced by the Department in reconciling 
acUve departmental expenditure dissections, of which there are 21, with 
the six dissections shown by the Auditor-General on page 46 of Part I of 
his Report - see schedule 5 attached. For example, "Stores and Services" 
and "Constructions and Additions", include a number of the Department's 
expenditure dissections and, in addition, the Auditor-General apparently 
includes on a formula basis unknown to this Department's officers a share 
of costs of professional,consulting and other services, provided by or 
through the Department of Public Works. It may be that the Auditor­
General's officers can provide the Committee with precise details for 
these two items. 

In the meantime, this submission addresses the matters you have raised 
according to information held in departmental records. 

(1) Expenditure on Furniture 

In 1981/82, the amount expended by the School,Furniture Complex 
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on the provision of furniture and other services, which formed 
a charge against loan funds, totalled approximately $11,011,000 
which included direct materials, direct labour and all other 
associated overhead costs. 

The expenditure shown on Page 46 of Part I of the Auditor­
General's Report refers to that sum recouped from the Department 
of Education's loan allocation for 1981/82, approximately 
$7,625,000, the extent to which the Department was able to meet 
its total commitment within that year. The balance, approximately 
$3,386,000 was held within the School Furniture Complex Special 
Deposits Account and recovered from the loan allocation for 
1982/83. 

The cost of furniture for 1982/83, stated at $10,427,889, 
therefore represents a reduction rather than an increase and is 
related to the downturn in the building program in respect of the 
provision of additional classrooms at new and developing schools. 

(2) Stores and Services 

The Department's records of expenditure on stores and services in 
recent years provides the following information in relation to 
the total of capital funds available. 

Year Expenditure Total 
Allocation 

1978/79 $2,194,188 $160m 
1979/80 $2,683,420 $146m 
1980/81 $2,523,006 $146m 
1981/82 $1,779,028 $146m 
1982/83 $2,533,782 $105m 

With the exception of 1981/82 expenditure on this item has been 
fairly consistent. In 1981/82 there was a requirement to direct 
available finance to areas of greater need. 

(3) Acquisition of Sites 

In 1981/82 the embargo placed by Treasury on the acquisition of 
sites retarded conveyancing processes in regard to the purchase 
of identified sites. As a consequence, contracts which might 
otherwise have been concluded and costs met in 1981/82 were 
carried forward into the 1982/83 financial year. Those delays, 
in some cases, had the effect of increasing values as determined 
by the Valuer General's Department. 

During 1982/83 certain land in which the Department had an 
interest in acquiring became available for purchase for school 
purposes. Owners who previously would not sell to the Department 
reversed their decisions, a not unusual circumstance when a 
prospective private buyer discovers that the Department has an 
interest in the land offered for sale. 

It might also be noted that when councils identify land in a new 
Local Environmental Plan as "5A Special Uses School", the 
Department is obliged to purchase the site when requested by the 
owner to do so. 

In 1982/83 some valuable contracts were negotiated and brought 
to a conclusion, the more expensive totalling $1,500,000, $800,000 
and $180,000 respectively. 

Expenditures incurred from the years 1970-71 onwards in regard 
to the acquisition of sites are shown on Schedule 6, 

It might be concluded that,although expenditure pattern overall 
was disrupted in the years 1980/81 and 1981/82 because of the 
decisions of Government, the situation stabilised in 1982/83. 

(4) Construction and Additions - Capital Works 

The figures quoted by the Auditor-General apparently include 
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expenditure on new buildings, demountables, minor works, Youth 
and Community Services, hostels, emergency accommodation, ground 
improvements, electrical installations, air cooling and appropriate 
oncost distributed on a formula basis, unknown to this Department's 
officers. It is difficult, therefore, to reconcile quoted figures 
with departmental records. 

Expenditure recorded by the Department on new school buildings, 
primary and secondary in 1981/82 amounted to $75,573,595 with 
$44,778,520 being spent in 1982/83. 

The two main reasons for reduced expenditure are:-

the total Capital Expenditure allocation in 1981/82 was 
$146m compared with $105m (revised from $120m) in 1982/83. 

the Treasury embargo on projects proceeding to contract in 
1981/82 seriously affected the cash flow pattern on capital 

. works in 1982/83. The embargo remained in force for some 
nine months and restricted attempts to forward commit for 
1982/83. 

I trust that the information now forwarded satisfies the Committee's 
inquiries. 

D. Swan, 
Director-General of Education. 
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PRIMARY 

Al Salaries 

A2 Retirement leave 

A3 Overtime 

SECONDARY 

Al Salaries 

A2 Retirement leave 

A3 Overtime 

TOTAL OVERSPEND 

Allocation 
$ 

581,460,000 

4,700,000 

15,000 

586,175,000 

599,319,000 

4,000,000 

160,000 

603,479,000 

Ex~nditure 
$ 

603,722,198 

6,664,656 

23,829 

610,410,683 

624,375,212 

5,900,117 

149,437 

630,424,766 

Schedule 1 

Difference 
$ 

22,262,198 

1,964,656 

8,829 

24,235,683 

25,056,212 

1,900,117 

(SAV 10,563) 

26,945,766 

51,181,449 

========================================================================== 

Primary Secondary Total 

Salaries Supplement 16,223,348 17,366,796 33,590,144 

Offset 6,038,850 7,689,416 13,728,266 

Retirement Supplement 1,964,656 1,900,117 3 ,864, 773 

Overtime Offset 8,829 (SAV 10,563) (- 1, 734.) 

24,235,683 26,945,766 51,181,449 
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Al SALARIES: 

Permanent and 
Temporary 
Teachers 

Miscellaneous 
Staff 

Ancillary Staff 

Casual Teacher 
Supply 

Casual Teacher 
Relief 

Subsidised 
Teachers 

Kitchen 
Assistants 

Nett 

Schedule 2 

FUNDS ADJUSTMENTS ALLOWING FOR TREASURY 
SUPPLEMENTATIONS 

Primary Secondary Total 

Under Over Under Over Under Over -·--
1,637,509 2,531,360 893,851 

38,257 5,746 32,511 

2,096,606 1,255,687 3,352,293 

1,113,333 128,414 984,919 

4,428,870 4,171,150 8,600,020 

707 707 

134,620 134, 620 

1,638,216 7,677,066 268,780 7,958,197 135,327 13,863,594 ---- ----
6,038,850 7,689,417 13, 728 ,267 

Miscellaneous Staff: 

Secondary 

Superintendent's Staff, Glenfield Park School. 
Registrar and Staff, Correspondence School. 
Transcription Service for Blind Students. 
Specialist Staff for Handicapped Children. 

Clerks and General Staff at Agricultural High 
Schools and Hostels. 
Caretakers and High Schools General Staff. 
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RESPONSE TO PUBLIC ACCOUNTS COMMITTEE 
LETTER OF 30TH NOVEMBER, 1983 -
BACKGROUND DATA ON CONVEYANCE 

A. EXPENDITURE 

Passenger 
Charter 
Scale Rates 
Handicapped 
Intensive Language 

1981L'.82 

56,290,036 
37,109,378 
3,841,553 
5,546,859 

* 
$102,787,826 

1982L'.83 

65,311,269 
40,313,207 
4,492,402 
6,339,589 

57,332 

$116,513, 799 

Schedule 3 

% Variation 

+ 16.03% 
+ 8.63% 
+ 16.99% 
+ 14.29% 

+ 13.35% 

* Not specifically identified 

B. INCREASES 

1981L'.82 1982L'.83 

Passenger Fares 
10.33% 13.73% Charter Payments from 1.11.81 from 13.9.82 

Handicapped Rates) 
Scale Rates 10% 12% 

from 2.2.82 from 1. 2. 83 

NB See Schedule 4 

C . ENROLMENTS 

July, 81 July, 82 July, 83 

Government 790,575 782,284 778,604 
Non-Government 237,853 245,007 251,506 ---
Total 1,028,428 1,027,291 1,030,110 

% variation year to year 

Government - 1. 05% - 0.47% 
Non-Government + 3.01% + 2.65% 

--- ---
Total - 0 .11% + 0.27% 

---

D. RANGE OF PASSENGER BUS FARE INCREASES 

Not available for 1981/82 or 1982/83. 

However, for 1983/84, range was 8.7% to 16.67%. 
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Schedule 4 

EFFECT OF INCREASES IN FARES AND RATES 

Fares, rates etc. increased by 10.33% from lst November, 1981. 
The effect of this increase, which applied to portion of the year 
only, expressed in terms of total expenditure for the year, was an 
increase of 6.44% viz. 

10.33% x 126 school days left in year = 6.44% 
202 notional school days in year 

Hence, if 1981/82 expenditure $102,787,826 
Base expenditure (i.e. less the effect of 

the increase) $102,787,826 x 100 

Full effect of 10.33% increase on base 

$96,568,800 
say $96,569,000 

$96,569,000 

$106,544,578 
say $106,545,000 

106.44 

x 110.33 
100 

Therefore, $3,757,000 ($106,545,000 - $102,788,000) of the expenditure 
in 1982/83 is due to the full year effect of the 10.33% increase 
effective from 1.11.81. 

Fares, rates etc. increased by 13.73% from 13th September, 1982. 
The effect of this increase, which applied to portion of the year only, 
expressed in terms of total expenditure for the year was an increase 
of 10.94% viz. 

13.73% x 161 school days left in year = 10.94% 
202 notional school days in year 

Hence, if 1982/83 expenditure 
Base expenditure (i.e. less the 10.94% 

increase) 

Full effect of 13.73% increase on base 

$116,513, 799 

$116,513,799 x 100 
110.94 

$105,024,140 
say $105,024,000 

$105,024,000 x 113.73 
100 

$119,443,790 
say $119,444,000 

Difference between actual expenditure and theoretical effect of 
successive increases (about $2,930,000) is due to effect of Cabinet 
decisions of August 1982 and February 1983. 
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DESCRIPTION 

Electrical Install. $ 2.303,124 $ 1,105,691 

Heating Schools - -
Ceiling F'ans - -
Conversions - -
Heacl Office Renovations 1.139.574 129,222 

Frimary Equipment ( 1972 Act) - -
Secnndary " II - -
Pr. Equipment. State Grants - -
Sec. " (Acts 1973174) - -
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Furniture Centre 95.000 305,000 

Tarnnga Fark - -
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Schedule 6 

SUMMARY LOANS EXPENDITURE SCHOOL SITES FOR THE PERIOD 1970-1983 

~ EXPENDITURE 

1970-71 $5,750,461 

1971-72 5,262,988 

1972-73 7,541,490 

1973-74 8,546,768 

1974-75 5,073,704 

1975-76 8,920,894 

1976-77 11,044,288 

1977-78 7,786,781 

1978-79 9,008,136 

1979-80 9,208,258 

1980-81 2,333,891 

1981-82 4,341,818 

1982-83 9,122,394 

$94,031,871 
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DEPARTMENT OF ENVIRONMENT AND PLANNING 

Auditor-General's Report Reference: Part II, Page 240. 

Issues examined by the Committee: 

* There are a number of issues being examined by the 
Committee in respect of the seven statutory funds 
administered by the Department and these include: 

developmental activities of the Sydney Region 
Development Fund 

interfaces with other government organisations 

Sydney Region Development Fund investments. 

Department's Responses: 

The Department's responses have not been included in this 
report as the Committee is currently reviewing aspects of 
the operations of the Department of Environment and 
Planning, Land Commission of New South Wales and Macarthur 
Growth Area in respect of land acquisition and development 
and it is expected that a separate report will be published 
when this review is completed. 

Hearing 13 June, 1984: 

Officers of the Department gave evidence before the 
Committee on 13 June, 1984. 

Result of Committee's Deliberations: 

The review of aspects of the Department's operations in 
respect of land acquisition and development and the Inquiry 
into Investment Practices of Statutory Authorities are 
currently in progress. 
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DEPARTMENT OF MAIN ROADS 

Auditor-General's Report Reference: Part II, Page 368. 

Issues Examined by the Committee: 

* Breakdown of investments held at 30 June, 1983 

* Rate of return on investments held 

* Department's investment policies 

Department's Response: 

The Department has supplied the investment information 
requested by the Committee but the response has not been 
included in this report as the Committee's Investment 
Inquiry is still in progress. 

Result of Committee's Deliberations: 

Inquiry into Investment Practices of Statutory Authorities 
is currently being conducted and will be the subject of a 
separate report when finalised. 
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DEPARTMENT OF MOTOR TRANSPORT 

Auditor-General's Report Reference: Part II, Page 362, 

Issue examined by the Committee: 

* Reason for payments for Police services by the 
Department increasing by 272,2% in 1982-83 to a total 
of $43.3 million. 

Department's Response: 

The Department's response is on the next page. 

In summary: Due to the Government's decision to increase 
Departmental fees by generally 50% from l March, 1982 the 
capacity of the Road Transport and Traffic Fund to 
contribute towards the cost of police services increased 
substantially in 1982-83. Also the Treasurer determined that 
the contribution to the Traffic Facilities Fund would be 
$7 million less in 1982-83 compared to 1981-82 making more 
funds available to contribute to police services. 

Result of Committee's Deliberations: 

No further action is required in respect of 1982-83 
operations. 
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Mr. M. Egan, B.A., M.P., 
Chairman, 
Public Accounts Committee, 
Parliament House, 
SYD~. 2000. 

Dear Mr. Egan, 

NEW SOUTH WALES 50 ROTHSCHILD AVENUE 

ROSE:BERY. N.S W. 

17. JAN.1984 

80/M3/740. 

I refer to your letter of 19th December, 1983 concerning 
the increase in payment by the Department of Motor Transport towards 
the cost of Police ~ervices in 1982/83 (your reference AG 83/61). 

Section 202 (2) (a) of the Transport Act provides that 
the Road Transport and Traffic Fund shall make a contribution, inter 
alia, towards the cost of police supervision and control of road 
transport and traffic. As the Fund has for many years been unable 
to meet the police supervision costs, it has been the practice to pay 
the balance of the Fund each year towards the cost of police services 
after meeting all other costs. 

The contribution towards the cost of police services, 
assessed in 1981-82 at $54,092,427, was $11,676,425. Because of 
the Government's decision to increase Departmental fees by generally 
50% with effect from the lst March, 1982 - this was the first increase 
since November 1974 - the capacity of the Road Transport and Traffic 
Fund to contribute towards the cost of police services increased 
substantially in 1982-83. Revenue from licence and registration 
fees and miscellaneous charges rose in that year by $30,870,110. 
In addition, the Treasurer determined that the contribution from 
the Road Transport and Traffic Fund to the Traffic Facilities Fund 
was to be reduced from $20,138,000 paid in 1981-82 to $13,100,000 
for 1982-83, i.e. a reduction of $7,038,000. 

In summary, therefore, the principal reasons for the 
increase in the payment towards the cost of police supervision 
and control of road transport and traffic in l982-·83were the effect, 
for a full year, of increased Departmental fees and charges and the 
reduction in the payment to the Traffic Facilities Fund. 
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DIRECTOR, MACARTHUR GRowre AREA 

Auditor-General's Report Reference: Part II, Page 246. 

Issues examined by the Committee: 

* There are a number of issues being examined by the 
Committee and these include: 

valuation of property holdings 

development and marketing activities 

investments 

Director's Responses: 

The Director's responses have not been included in this 
report as the Committee is currently reviewing aspects of 
the operations of the Department of Environment and 
Planning, Land Commission of New South Wales and Macarthur 
Growth Area in respect of land acquisition and development 
and it is expected that a separate report will be published 
when this review is completed. 

Hearing 13 June, 1984: 

Officers of the Macarthur Development Board and the 
Department of Industrial Development and Decentralisatio.n 
gave evidence before the Committee on 13 June, 1984. 

Result of Committee's Deliberations: 

The review of aspects of Macarthur Growth Area's operations 
in respect of land aquisition and development and the 
Inquiry into Investment Practices of Statutory Authorities 
are currently in progress. 
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FORESTRY COMMISSION OF NEW SOUTH WALES 

Auditor-General's Report Reference: Part II, Page 256. 

Issues examined by the Committee: 

* 

* 

41.9% increase in forest operations overheads from 
$7.2 million in 1981-82 to $10.2 million in 1982-83. 

$6,160,000 held in cash and $3,124,000 owed to the 
Commission by debtors as stated in the Balance Sheet. 

Commission's Response: 

The Commission's response commences on the next page. 

In summary: To satisfy program budgeting requirements, the 
Commission conducted a census to allow overheads to be 
allocated more accurately resulting in a significant shift 
of overheads from non-commercial to commercial operations. 

The $6,160,000 is held in Special Deposits by Treasury and 
the $3,124,000 represents the amount owed to the Commission 
for sawlogs, etc., cut and tallied in June, 1983, and shown 
in the accounts to comply with accrual accounting. 

Result of Committee's Deliberations: 

No further action required in respect of the 1982-83 
operations, 
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Mr. Michael Egan, B.A., M.P., 
Chairman, 
Public Accounts Committee, 
Legislative Assembly, 
Parliament House, 
Macquarie Street, 
SYDNEY. N.S.W. 2000. 

Dear Mr. Egan, 

95·99 YORK STREET 

SYDNEY 2000 

23rd December, 1983. 

I refer to your letter of the 14th December, 1983, 
regarding the Commission's accounts as reported by the New 
South Wales Auditor General. 

Explanations of the points you raise are:-

(1) To satisfy the new program budgeting 
requirement, the Forestry Commission 
conducted an intensive census to 
allow its officer time component 
(i.e. salaries overheads) to be allocated 
accurately between its commercial and 
non-commercial operations. The results 
were not complete at balance date, but 
nevertheless were incorporated so far 
as was possible, resulting in a 
significant shift of overhead costs 
from the non-commercial to the commercial 
operations sector of the Commission's 
budgets. This shift, relative to 1981/82, 
has been the main reason for the increased 
overhead figure for commercial operations 
as shown in 1982/83. 

In 1983/84 complete information will be 
available and will give an accurate 
dissection of secondary and tertiary 
overheads between commercial and 
non-commercial operations. In other 
words, 1983/84 will be a reliable base 
upon which to formulate comparative 
movements in overheads. 

(2) The amount of $6,160,000 shown by the 
Auditor General as "Cash" is money 
held in Special Deposits at the Treasury, 
which has control of these Funds. 

The amount of $3,124,000 represents money 
owed to the Forestry Commission for 
sawlogs, etc., cut and tallied during 
June, 1983. The accrual basis of accounting, 
required of the Commission by the Auditor 
General, carries with it the obligation 
to account for all products cut during 
a particular f~nancial year even though 
royalty .has not yet been collected. 
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Some accopnts would have been issued 
during June and some in July, 1983. 
The Commission allows 14 or 21 days 
to pay, depending on the frequency 
of account issue, and also holds 
guarantees against each client's 
operations sufficient to cover two 
months forest operations. As a 
result the Forestry Commission's bad debts 
are negligible. (See Auditor-General's 
1982/83 Report at page 260, penu~timate 
paragraph.) 

Yours faithfully 

/f/1v±z 
(W. GENTLE), 
Commissioner for Forests. 
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FUND CREATED BY THE WHEAT MARKETING 
(BARRING OF CLAIMS) ACT, 1929 

Auditor-General's Report Reference: Part II, Page 306. 

Issues examined by the Committee: 

* 

* 

* 

A breakdown of investments. 

The expenditure of $3,236 on overseas travel in 1982-83 
and the provision of $3,000 set aside for overseas 
travel. 

The justification for the continuing existence of the 
Fund in the light of the Auditor-General questioning 
the continued operations of this fund. 

Department of Agriculture's Response: 

The Department's response commences on the next page. 

In summary: Investment information was provided by the 
Department. The expenditure on and provision for overseas 
travel was to assist officers of the Department attending 
conferences and workshops overseas. The income generated 
from the fund's investment allows the Department to support 
a great variety of projects which would not be undertaken 
without the flexibility of this type of funding. 

Result of Committee's Deliberations: 

The Committee is concerned that this fund is not subjected 
to normal budgeting processes and supports the Auditor­
General in his efforts to have the Government re-examine 
the operations of this fund. 
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New South Wales Government 

Department of ~!~!~~~ture A 
Rawson Place 
Sydney 2000 

Chainnan, 
Public Accounts Camti.ttee, 
Parlianent House, 
~. 2000 00 

Dear Sir, 

P.O. Box K220 Haymarket 2000 

Our reference: 

Your reference: 

81/457 MAK:RT 

Telephone: 217 6666 
Extension: 5311 

The follCMing infomation is provided in response to your irquiries 
of the 14th Decelli)er, 1983 regarding the cperations of the Fund Created by 
the Wheat Matxeting (Barring of Claims) Act, 1929. 

1, Investment Bi:eakdc:Mn 

Interest earnings fran Investments in 1982/83 are itemised on the 
attached schedule. 

The annual :ceturn of incane on investments of $112,580 while relatively 
low by todays standards, is g:ceatly influenced by the fact that rrany of the 
investments were taken out in the early 1960 's at interest rates of around 5% 
per annum. Many of these investments a:ce still to matu:ce in the next 6 years 
and will prog:cessively be :ceinvested at oore favourable tenns for shorter 
periods as the more recent investments made indicate on the scoodule attached. 

2, OVerseas Travel Breakdc:Mn 

The $3,236 experrliture figure for 1982/83 on overseas travel was 
in=red for Departmental officers to participate in the following special 
projects. 

(a) An amount of $350 was approved to help defray the costs of 
Dr. Schicha' s attendance at the 6th International Congress of Acarology. 
Dr. Schicha Special Entacologist of this Department's Biological and Chemical 
Research Institute was invited to atterrl arrl lecture at the Congress held at 
the University of F.di.nburgh, Scotlarrl fran 3rd to the 14th September, 1982. 

Payirent of $350.30 was made to Dr. Schicha fran the fund representing 
costs of acccmnodation, congress rrembership fee and :ceturn rail fare fran 
woo.on to E'.dinburgh. 

The Premier also approved Dr. Schicha being granted 10 days special 
leave to atten:3. the confe:cence. All other travelling costs were net by 
Dr. Schicha. 

(b) The remaining balance of $2,886 represents part of the cost of 
fares arrl sustenance involved in an overseas visit for Mr, D.E. Weedrran, 
Registrar of Pesticides, Though the actual payirent of expenses for Mr, Weedman's 
overseas visit occurred in 1982/83 arrl totalled $6,886, $4,000 of this anount 
was canmitted in 1981/82 arrl treated as expenditure, an accounting treatment which 
is stipulated in the Wheat Marketing (Barring of Claims) Act, 1929 • 

. . . . . . . . . . /2 
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Mr. weedman's overseas visit was approved so he could represent the 
Department at the second FAO Govemnent Consultation on the Hannonisation of 
Pesticide Registration Requirenents held in Rane between llth and 15th October, 
1982. At meetings of the Standing Carmittee on Agriculture and the Australian 
Agricultural Council it was agreed that Australia should be represented by 
Pesticide Registrars fran at least fcur States and that each organisation 
should fund its own representative. 

It was considered most inportant to have New South Wales represented 
at the Consultation with the growing concern being expressed by the general 
public about the sale, supply, possession and use of pesticides in New South 
Wales and also because of the possible effects of pesticides on the Wheat 
Industry. With the Govemment's introduction of a new Pesticides Act, 1978, 
the provisions of which allowed for a gradual implementation at prescribed 
future dates, it was considered appropriate that Mr. Weedman, as Registrar 
of Pesticides and thus specifically responsible for administering this 
legislation, should attend the consultation. 

In addition it was considered an opportune time for Mr. Weedman to 
personally inspect a mmlber of overseas toxicological laboratories and to 
interview the professional staff employed by these laboratories. This enabled 
Mr. Weedman, by personal contact, to introduce safeguards for future present­
ation of data generated by individual laboratories. 

(c) An anount of $3,000 was also camti.tted in 1982/83 for a visit 
by Dr. B .J. Ballantyne to the United States to attend an International Wheat 
septoria workshop in July, 1983. Dr. Ballantyne is Special Plant Pathologist 
at the Agricultural Research Institute, Wagga Wagga and was invited to present 
a paper, to 75 leading researchers attending, on speckled leaf blotch resistant 
varieties of wheat developed in New South Wales and on the possible breakdown 
of the resistance. Dr. Ballantyne has recently found indications that the 
speckled leaf blotch disease might overcane the resistance bred into the new 
varieties developed at considerable cost. 

Some overseas researchers have reported variations in resistance 
factors that have been used in breeding wheats for Southern and Central New 
South Wales. Only by visiting the laboratories and researchers who have 
reported such variation findings, can an assessment be made of the ac=acy 
and relevance of reported and unreported findings to the Wagga prograrrme. 

The Wheat Industry would directly benefit by the protection of 
crops fran this serious disease. By obtaining the experience of overseas 
researchers, Dr. Ballantyne will be able to ensure that the resistaoce in 
the wheat breeds developed remains pennanent. 

The total cost of Dr. Ballantyne's overseas visit for 3 weeks fran 
the 17th July, 1983 amounted to $4,155 of which $3,000 was provided by the 
Wheat Marketing (Barring of Claims) Fund and the balance was met by Dr. 
Ballantyne personally. 

3. Justification for continuing Existence of the Fund 

The Wheat Marketing (Barring of Claims) Act, 1929 which was assented 
to on 8th April, 1929 was enacted by the then New South Wales Govemment 
following changes in the State's involvement in Wheat Marketing operations. 

The Act itself was introduced to bar any claims which might be made 
against the Gove:rnment in respect of prior transactions concerning the Marketing 
of Wheat and to provide for the disposal of certain surplus unclaimed rroneys 
arising fran the Wheat transactions to be used as directed by the Minister for 
Agriculture in pranoting research into diseases of Wheat and other agricultural 
problems. 

. .....•• /3 
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The incane generated fran the investments under the Wheat Marketing 
(Barring of Claims) Act is seen by the Department as an important source of 
incane which has all~d the Depart:ment to support a great variety of special 
projects of importance to both New South Wales and irrleed the whole of 
Australia which could not have been undertaken without flexibility of this 
type of funding. In addition there is a Startling Ministerial approval for 
portion of investment incorre to be used each year to support the Farrer 
Memorial Research Scholarship which carrneroc,rates the life and work of that 
very distinguished Agricultural Scientist and Wheat Breeder, William James 
Farrer. 

The canrent made by the Auditor-General in his report regarding the 
cost of administering the fund, suggesting that the fund may no longer be 
warranted does not appear to recognise the importance of the fund to the 
Department as I have previously elaborated. Indeed the costs imvolved are 
negligible as administration of the fund would not occupy the time of one 
officer in the Department for more than 5 days each year. 
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Camonwealth Inscribed 
Stock 

FUND CREATED BY WHEAT Ml\RK!ITING (BARRING OF CLAIMS) 

llCr 00. 22 OF 1929 

INVES'IMENTS AT 30TH JUNE, 1983 

FACE VALUE INI'EREST RATES DATE INVESTED MA'IURITY 
DATE 

$ 
Redeemed 

2,700.00 
2,000.00 

29,680.00 
2,500.00 
6,400.00 
7 ,200.00 
3,000.00 
2,800.00 
7,000.00 

Redeemed 
* 3,000.00 

i 
during 
5.0 
4.5 
5.0 
5.25 
5.4 
5.4 
7.0 
7 .0 
6.0 

during 
10.0 

year 

year 

7 .9.62 15.9.85 
20.2.64 15 .2 .87 
14.8.64 15.5.84 
20.2.67 15. 7 .88 
25.11.68 15 .5 .90 
19.11.68 15.5.90 
25.5.70 15.5.89 
18.11. 70 15.5.89 
15.2. 73 15.10.92 

19.1.76 1. 7 .83 

DATE INTEREST 
PAYABLE 

(~YEARLY) 

Sept. & March 
Aug. & Feb. 
Nov. & May 
July & Jan. 
Nov. & May) 
Nov. & May) 
Nov. & May) 
Nov. & May) 
Oct. & April 

July & Jan. 

INI'EREST 
ROCEIVED 
1982/83 

$ 
217.50 
135.00 
90.00 

1,484.00 
131.25 

734 .40 

406 .00 

420.00 

35.20 
300 .00 

ACCRUED 
INTEREST 

39.58 
33.29 

187 .02 
59.69 

92.55 

51.16 

87.45 

150 .oo 
Aust. Resources Develoµnent 

Bank (Series 35) " 
11 (Series 44) 

State Bank of New South 
Wales 

State Building Society 
Premier State Bonds 

4,800.00 
12,000.00 

10,000.00 
7,800.00 
8,700.00 

* 3,000.00 

112,580.00 

10.8 
10.9 

15.0 
15.0 
14.0 
15.6 

23.4.76 
1.2.80 

7 .5.82 
9.6.82 

19.11.82 
Application 

31.3 .86 
30.9.89 

7.5.86 
9.6.86 

29.11.84 
sul:mi tt:td on 

Sept. & March 517 .80 129 .60 
Sept. & March 1,308.00 327.00 

1,500.00 226 .02 
1,170.00 70.52 

600 .66 143 .49 

Nov. & May 
Dec. & June 
May & Nov. 

29/6/83 with $3, OOO to replace abo~ 

9,049.81 1,597.37 

• As Premier State Bonds closed on 30/6/1983 application was made via savings account balance before 
actual receipt of redeemable c.I.S. stock maturing on 1/7/1983. Upon maturity the arrount of $3,000 
will fonn part of operating funds. 

INTEREST 

Interest on Investments 
Interest on Savings Account 
Interest accrued 30th June 1983 
Interest accrued Savings 30th June 

1983 

Less Interest accrued lst July, 1982 

To Revenue 

$9,049.81 
223 .03 

1,597.37 

19.41 

10,889 .62 
1,571.47 

$ 9,318.15 

I 
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GOVERNMENT INSURANCE OFFICE 

Auditor-General's Report Reference: Part II, Page 374. 

Issues examined by the Committee: 

* 

* 

The increase in fire insurance claims of $4.8 million 
or 23.4%. 

Breakdown of investments, rate of re,turn and investment 
policy. 

Office's Response: 

The Office's response commences on the next page. 

In summary: The increase in fire insurance claims stems from 
increases in the value of buildings, the number of claims 
and the extent of the damage. Investment information was 
provided by the Office. 

Result of Committee's Deliberations: 

Other than the Inquiry into Investment Practices of 
Statutory Authorities no further action is required in 
respect of the matter of fire insurance claims in 1982-83. 
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BIG, SAFE & FRIENDLY 

M.r. M. F,gan, B.A., M.P., 
Chairman, 
Public Accounts Corrrnittee, 
Parliament House, 
~, N.s.w. 2000 

Dear Mr. F,gan, 

60-70 ELIZABETH STREET, SYDNEY. Telephone (02) 2683000 ext. 
Please quote JF 

17th January, 1984 

I refer to your letter of 14th Decerrber, 1983. 

It is not clear to me why the Auditor General drew attention to 
the 23 .4% increase in fire insurance claims. It is simply a 
matter of fact sterrrning from increases in the value of buildings, 
the nunt>er of claims and the extent of damage. In the operation 
of a commercial organisation such as GIO, such variations in 
individual components of the business are conmonplace. What is 
material is that an underwriting profit of $3.31M was made in 
respect of those parts of the business to which the increases in 
claims related. 

The Committee has sought a detailed breakdown of investments held 
by General, Third Party and Life Insurance Divisions. This 
detailed information is set out in Notes 10, 11 and 12 to the 
Accounts, copies of which are attached. The principal source of 
this information is a 160 page computer print-out, which is used 
by the Auditor General's Department as a base for asset 
verification purposes. In addition, other detailed schedules of 
property assets and the home loan portfolio (some 6 ,500 loans) 
are maintained. 

* 

L _J 

Address all mail to: BOX 3999, G.P.O., SYDNEY 2001. Telegrams: GIO SYDNEY Telex. GIO AA21127 
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The Committee has sought information about the rate of return on 
each investment. In corranon with rrost large investment 
organisations, GIO does not calculate the rate of return on each 
of the many thousands of investments held; the cost would be 
large and the benefits small. Rather, portfolio performance is 
measured, together with the results achieved in broad asset 
classes such as shares, real property and so on. Performance 
measurement is carried out systematically for all portfolios 
every rronth. In addition, the results achieved in the 
"investment-linked" life insurance division are published monthly 
and included in the Investment Measurement Services (IMS) 
quarterly report on portfolio managers. 

The calculation of investment returns from data drawn from 
"historic costs" Accounts produces misleading results. This data 
does not reflect changes in the market value of assets which are 
not sold during the year, which in many instances represents a 
major part of the investment return. Published surveys of 
investment performance such as the ms Report are all based on 
market values. The Auditor General's Report states that for the 
Life Division, investment income of $26. 7 million "when applied 
to the mean of the Fund opening and closing balances represented 
an earning rate of 11.8%". This is an unusual method of 
measuring investment performance even on an historical accounting 
basis. 'lhe formula required by the Life Insurance Act includes 
an adjustment to the closing balance to eliminate the yearly 
investment earnings. Using this formula, the return is 12.6%.By 
taking into account the market value of assets and allowing for 
the effects of unrealised capital gains, the same formula 
produces a return for 1982/83 of 25.0%. This return in the Life 
Division compares favourably with the results achieved by our 
competitors in the Life Insurance industry as reflected in the 
rns Report for the year to June, 1983. 

The application of this formula to the measurement of the 
investment performance of GIO's General and Third Party Divisions 
produces broadly comparable results. On a real, i.e. market 
value, basis the General Division's performance in 1982/83 was a 
gain of 21.3%, while the Third Party achieved a 24.2% return. 
'lhe differences are explained by the different strategies pursued 
because of the liabilities of the Divisions. The nature of 
liabilities has a significant influence on the type of assets 
held. OJer short periods, variations in market trends can have a 
major impact on the returns achieved by different portfolios. 
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The Conunittee has asked for a statement of GIO investment policy. 
In broad terms our policy is to maximise net returns in the 
context of the requirements and parameters which affect each 
Fund. In practice we have a series of policies based on the 
Funds' needs, such as term of liabilities, tax status, attitude 
to (and capacity to take) risk and non-conrnercial investment 
objectives. While these considerations form the basis of the 
philosophy behind investment policy, the strategy pursued depends 
to a large extent on our assessment of relative value as between 
different markets and securities. 

As a commercial enterprise and one of Australia's leading 
institutional investors, it would be inappropriate to conment in 
detail on our current investment strategy. GIO's investment 
policy is subject to regular monthly review by the Investment 
Conunittee of the Board. 

In broad terms, the Third Party Insurance Division has both 
conrnercial and social investment objectives. Much of the Fund is 
invested in loans to N.S.W. public sector authorities and in home 
loans. Over recent years, efforts have been made to improve 
returns by increasing the proportion of the fund held in private 
sector fixed interest securities. 'I.he extent of equity type 
investments is being increased to offset the irrpact of 
inflation. Uncertainty about the future of Third Party insurance 
dictates a cautious approach to long term non-negotiable 
investments. 'I.he General Insurance Division has a radically 
different mix of assets, based on the nature of its liabilities 
and tax status. The mean term of the fixed interest component of 
the portfolio is comparatively short, to match its liabilities. 
'I.he Division's tax paying status affects both the type of fixed 
interest security held and results in a preference for shares 
over real estate in the equity area. While technical liabilities 
are broadly matched with similar term fixed interest stock, free 
reserves are invested in real assets. Solvency margin 
requirements argue for a substantial exposure to short dated 
(less volatile) fixed interest portfolio. The Life Division has 
a range of liabilities and each requires a separate investment 
policy. Apart from compliance with life insurance industry 
legislation, such as the 30/20 requirement investment policies 
for the Life division are influenced by tax considerations and 
the special nature of some insurance contracts. In respect of 
investment-linked business, policy is directly influenced by the 
investment choice exercised by unitholders. For traditional life 
insurance business, which is tending to decline, liabilities are 
expressed in fixed money terms and can be matched by fixed 
interest securities of appropriate term. ':;'he "free" reserves are 
invested with the objective of real growth and hence tend to be 
invested in equities, although at certain times fixed interest 
securities may also be appropriate. 
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If the Public Accounts Corrmittee requires further detail on any 
aspect, the Managing Director, Mr. W.J. Jocelyn, would be pleased 
to supply it and if necessary of course appear before the 
Corrmittee. 

PUBACCaJH 

Yours sincerely, 

R.D. Somervaille, 
CHAIRMAN. 
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HAWKESBURY AGRICULTURAL COLLEGE 

RESEARCH AND DEVELOPMENT COMPANY LIMITED 

Auditor-General's Report Reference: Part II, Page 183. 

Issues examined by the Committee: 

* source of $18,975 donation. 

* Investments - Breakdown of investments. 

- Rate of return. 

- Investment policies, 

Company's Response: 

The Company's response commences on the next page. 

In summary: 
and Company 
provided by 
supplied by 

The donation was received from Arthur Yates 
Pty Limited in recognition of assistance 
the company, Investment information was 
the Company, 

Result of Committee's Deliberations: 

Other than the Inquiry into Investment Practices of 
Statutory Authorities, no further action required in respect 
of the 1982 operations. 

-~-



HAWKESBURY 
AGRICULTURAL 
COLLEGE 
A COLLEGE 
OF ADVANCED 
EDUCATION 

OFFICE OF THE BURSAR 
HAC REF: 101/5/ 40 

December 13, 1983 

Mr M. Egan, B.A., M.P. 
Chairman 
Public Accounts Committee 
Parliament House 
SYDNEY NSW 2000 

Dear Mr Egan, 

The following information is supplied in response to your Committee's 
enquiry contained in your letter of 5 December, 1983 (Ref. AG 83/37). 

1. Hawkesbury Agricultural College Research and Development 
Company Limited Accounts. The amount of $18, 975 shown in the 
Company's Accounts as Donation was received from Arthur Yates 
& Co Pty Limited. The College has a long-standing support association 
with Arthur Yates via its Horticultural Education programmes. 
The donation was given in recognition of assistance supplied 
to Arthur Yates by the College R & D Company in the area of 
seed trial assessments. 

2, Detailed dissection of College Investment holdings as at 
31 December 1982. 

Prior to indicating 
of return on each 
to the Committee the 
to our holdings as at 

individual investment line holdings 
parcel we believe it appropriate 
"nature" of the main fund sources 

31 December, 1983. These were:-

and rates 
to indicate 
contributing 

* Advance payment, received in December 1982, 
instalments of the 1983 Recurrent Grant 

of first three 
- $1,598,000 

* Provision balances as at 31 December, 1982 - $737 ,000 
(These cover Long Service Leave, Superannuation and Pension 
prov1s10ns, Enterprise Obsolescence Fund and Enterprise 
Stabilisation Fund provisions). 

College Residential Halls Accumulated Fund holdings $190,000 

* College Accumulated Internal Funds (balances on Research 
Grants, consulting assignments, Short Courses, Clearing 
Accounts and Accumulated Interest Earnings - $452,000 

As requested by the Committee, listed below are the individual 
investment holdings as at 31 December 1982:-

Hawkesbury Agricultural College, Richmond N.S.W. Tel:(045)701333 
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SHORT TERM HOLDINGS (maturities due within first quarter 1983) 

AMOUNT INVESTMENT TYPE ISSUED BY YIELD % 
$ 

1,200,000 Interest Bearing Deposit Australian Bank 17.9 
500,000 Interest Bearing Deposit National Aust. Bank 16.8 

20,000 Interest Bearing Deposit National Aust. Bank 14.5 
200,000 Commonwealth Bonds Commonwealth Govt 13.75 

6,000 Commonwealth Bonds Commonwealth Govt 11.5 
1,926,000 

MEDIUM TERM HOLDINGS (maturities due post Apf'l.l in 1983) 

485,444 Landcom Notes Land Commission 9.6(Note 1) 
580 Interest Bearing Deposit National Aust. Bank 13.0 

1,158 Interest Bearing Deposit National Aust. Bank 13.0 
1,000,000 Interest Bearing Deposit National Aust. Bank 11.0 

22,472 Interest Bearing Deposit National Aust. Bank 14.5 

LONGER TERM HOLDINGS (maturing 30 November 1985) 

100,000 Northern Territory Notes Nthn Territory Govt 15.5 

3,535,654 

NOTE 1. Landcom Notes investment was placed late in 1982 when interest rates 
were depressed. A maturity date of April 1983 was sought -as this is the trad­
itional "tight money" period where re-investmentrates are high. The 
rate of 9.6% was the best rate available against Trustee lines with April 
1983 maturity. Funds were re-invested upon maturity at 13. 75%. 

3. College Investment Policy 
The following summarises the Investment Policy adopted by Hawkesbury 
Agricultural College:-

a. The College restricts its investment holdings to Trustee invest­
ment lines as defined in the Trustee Act. 

b. Competitive quotes are obtained (a m1n1mum of three quotes) for 
all placements. Quotation details are recorded on a quotations 
sheet for audit purposes. 

c. Maturity dates are determined based upon projected cash flow 
requirements coupled with consideration of yields available for 
alternative maturity periods. 

d. In recognition of client/banker relationship between College and 
National Australia Bank that bank is reconta:cted, following 
obtaining initial quotes, in circumstance where their quote is 
marginally below highest quotation, and given the opportunity to 
match top rate obtained in quotation. 

National Australia Bank is only advised of rate they must match 
to obtain investment. Where bank agrees to match top rate 
investment is placed with them; where they decline to adjust 
rate, investment is placed with highest quotation source. 

e. Full details of investments are recorded in College investment 
register. 
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f. Approvals to invest funds are covered by College Council deleg­
ation. For parcels under $250,000 and for short duration College 
Accountant has authority to approve investment. For placements 
over $250,000 approval of College Bursar or Assistant Principal 
is required. For any investment with a maturity in excess of six 
months the College Finance Committee approval must be obtained. 
All investment transactions are reported to Finance Committee of 
Council. 

We trust the above information meets the Committee's requirements. 

Yours faithfully, 

p D-r.~l flfAR ----
BL:V 
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HOUSING COMMISSION OF NEW SOUTH WALES 

Auditor-General's Report Reference: Part II, Page 215. 

Issues examined by the Committee: 

* 

* 

* 

* 

The Wolloomoolloo Redevelopment Project 

Debtors and Prepayments as shown in the Commission's 
Balance Sheet at 30 June, 1983. 

Current liabilities as at 30 June, 1983. 

The $20 million advanced by the Land Commission of 
New South Wales for land acquisition from the 
Housing Commission, for which action to settlement 
did not proceed in respect of much of the land in 
question. 

Commission's Responses: 

After reviewing the Commission's initial response the 
Committee sought further information from the Commission. 
The Commission's initial response is on the next page and 
the second response follows. 

Result of Committee's Deliberations: 

No further action is required in respect of 1982-83 
operations. 
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THE HOUSING COMMISSION 
OF NEW SOUTH WALES 
MARK FOY'S BUILDING, 302 CASTLEREAGH STREET, SYDNEY, 2000 

TELEGRAPHIC ADDRESS "HOMCO" SYDNEY 

TELEPHONE: 266 0281 • TELEX: 24052 

Mr, M.E. Egan, B.A., M.P., 
Chairman, 
Public Accounts Committee, 
New South Wales Legislative Assembly, 
Parliament House, 

.SYDNEY G.C.S. 

Dear Mr. Egan, 

DATE: 

Misc. 79/22790 

I refer to your letter of 14th December 1983 (ref AG83/42) 
in which you sought provision of information to your 
Committee on a number of matters concerning the Housing 
Commission's financial operations in 1982/83. The responses 
hereunder accord with the points enumerated in your letter. 

1. The 1982/83 Balance Sheet item "Debtors and Prepayments" 
consisted of : 

Debtors -

Rental Operations 
Shops and Commercial Operations 
General Debtors 

Prepayments 

3,068 
24 

1,690 

4,782 

12,893 

17,675 

The rental operations debtors figure reflects the full 
gross value of accounts in arrears, all credit balances 
being treated as Current Liabilities under "Payments in 
Advance". 

Based on the total number of rental properties managed, 
the debtors figure represents an average arrears level 
per current account of some $31.50, or less than 60% of 
the average gross weekly rent earned per dwelling in 
1982/83. 

The total rental debtors level of $3.068m as at 30th 
June 1983 was approximately 1% of the year's gross rent 
earnings. 

Prepayments consist almost entirely of property rates 
paid within the financial year for rating periods beyond 
the close of the accounting period. 

.. ... /2 
- 110 -



- 2 -

The level of the Provision for Doubtful Debts is estab­
lished according to the following formula :-

10% of the debit balances of current tenants, plus 

90% of the debit balances of vacated tenants. 

This formula is applied to rental balances as at 30th 
June and, after allowing for net Bad Debts written-off 
during the year, a charge is made to the revenue operations 
sufficient to bring the Provision to the level indicated. 

This method of determining the Provision required auto­
matically makes allowance for contingencies such as rental 
movements, growth or reduction in rental arrears and 
fluctuations in the number and value of vacated accounts. 

2. A dissection of Current Liabilities as at 30th June 1983, 
together with comparative figures for the previous financial 
period, is as follows. 

30.6.82 
($ I 000) 

3,003 

2,530 

33,470 

1,521 

40,524 

23,794 

556 

24,350 

3,180 

431 

3,611 

68,485 

Creditors 

Accrued Expenditure -

Administration 

Management Operations 

Capital Operations 

Construction funds advanced by 

Other Departments/Authorities 

Trust Funds 

Advances for Land Acquisition 

Miscellaneous Trust Funds 

Payments in Advance 

Rental and Sales Operations 

Other Operations 

Total 

- lll -

30.6.83 
($'000) 

2,053 

806 

23,716 

8,378 

34,953 

7,440 

593 

8,033 

3,495 

504 

3,999 

46,985 
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The principal movements affecting the creditors balance 
as at 30th June 1983 in comparison to the previous 
year's figure, were :-

(a) Run-down of net Trust Funds to the extent of 
$16.317m resulting principally from the return 
of $16.5m to the Land Commission. These funds 
were part of $20m advanced by that Commission 
in 1981/82 for land acquisition. Action to 
settlement did not proceed in respect of much 
of the land in question and a large proportion 
of the funds was duly returned in 1982/83. 

(b) Reduction of $12.428m in accrued expenditure, 
attributable mainly to the fact that the 
Commission's cash management strategy at the 
end of 1981/82 involved standing payments over 
until the early months of 1982/83, wherever 
reasonable and practicable. The reduction was 
offset to the extent of $6.857m by an increase 
in construction funds held on behalf of other 
Departments and Instrumentalities. 

3. In the Commission's formal Aggregate Income and Expenditure 
Account and Notes thereto, "Interest Earned" has been 
divided into its component sources - "Internal Investments" 
and "Other Activities". Total Interest Earned for 1982/83 
is summarised as follows :-

Internal Investments -

Sale of Dwellings Activities 

Land Owners Housing Scheme/ 
Building Advances 

Leases of Land and Other Activities 

Other Activities -

Sale of Dwellings on Terms 

Land Owners Housing Scheme/ 
Building Advances 

Leases of Land and Other Activities 

Total Interest Earned 

4,061 

183 * 
6,765 * 

11, 009 

8,021 

165 * 
322 * 

8,508 

19,517 

Those amounts marked (*) constitute the total indicated 
in the Auditor-General's report as being Interest income 
for Leases of Land and Other Activities ($7.435m) . 

. . . .. . /4 
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Internal Investments relate to cash surpluses, derived 
from capital and revenue sources, which are re-invested 
by the Commission in revenue-producing assets - land, 
development, construction. The management activities 
benefiting from these investments are charged interest 
on the funds at rates equivalent to those which would 
be paid if such funds were derived from external sources. 
The interest so charged is taken into account as Interest 
Earned in "Leases of Land and Other Activities" (in the 
case of surpluses derived from rental operations) and in 
the "Sale of Dwellings" and "Land Owners Housing/Building 
Advances" operations according to the extent of surplus5=s 
contributed by each activity. 

Interest earnings included under the title "Other Activities" 
relate to interest charges raised in respect of debtors for 
sales of dwellings on terms, building advances and similar 
debtor funding arrangements. 

4. Details of the management operations result for the 
Woolloomooloo Redevelopment Project in the year to 30th 
June 1983 were:-

Income From 

Rent Earned 

Sundry Income 

Total Income 

Expenditure 

Administrative Expenses 

Municipal and Water Rates 

Repairs and Maintenance 

Sundry Expenses 

Total Expenditure 

Net Surplus for Year 

$ 

82,655 

$82,655 

14,441 

22, 913 

31,211 

1 

$68,566 

$14,089 

Due to the funding arrangements and transient nature of 
the Woolloomooloo Redevelopment Project, accounts for 
this activity are maintained on a cash basis. 

Statements of Receipts and Payments for the year ended 
30th June 1983 and Sources and Utilisation of Funds as 
at 30th June 1983 are included in the Commission's 
Annual Accounts, a copy of which I have enclosed for 
your information. 

. ...... /5 
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5. The financial statements depicted in the Auditor-General's 
Report are abridged versions of those formally presented 
by the Commission and it would not be reasonable for the 
Housing Commission to be asked to comment on the form and 
purpose of its Auditor's report. The Notes to the Accounts 
do not accompany the Auditor-General's Report, and make 
clear the position in respect of most of the questions 
you have asked. A copy of the Housing Commission's formal 
Accounts and accompanying Notes is attached. 

In 1982/83, as in previous years, the Commission's capital 
and revenue operations have included elements of grant 
funds from Commonwealth and State sources. Those grants 
pertaining to revenue operations, such as interest and 
lease subsidies, have been accounted for through the 
Aggregate Income and Expenditure Account. 

The remaining grants, being those referred to on page 218 
of the Auditor-General's Report, are part of the Commission's 
capital funding in the same sense as loan moneys made 
available under, say, the Commonwealth-State Housing 
Agreement. These grants are not part of the Commission's 
revenue operations and it would therefore be inappropriate 
to bring them to account through the Income and Expenditure 
Account. Their treatment as a distinct element of the 
Commission's capital structure, as disclosed in the Balance 
Sheet, is in fact the only proper course. 

Yours sincerely, 

s 
Chief Executive 
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The Chairman, 
Public Accounts Committee, 
Parliament House, 
SYDNEY 2000 

Dear Mr. Carr, 

HOUSING COMMISSION 
OF NEW SOUTH WALES 
MARK FOY'S BUILDING, 302 CASTLEREAGH STREET, SYDNEY, 2000 

TELEGRAPHIC ADDRESS "HOMCO" SYDNEY 

TELEPHONE: 266 0281 • TELEX: 24052 

DATE: 

I refer to your letter of 29th May 1984 asking supplementary 
questions arising out of the Auditor General's 1982-83 Report. 

The delay in replying is regretted. Although response to 
the questions did not present any difficulty, the matter 
unfortunately went unattended while staff concerned concen­
trated on final accounts for 1983/84. 

Concerning the refund of funds advanced by the Land Commission, 
the position is that the Housing Commission in October 1982 
presented a case to the Minister for Housing that the Housing 
Commission should retain, for disposal at a later, more 
favourable time, the major part of the lands in respect of 
which the Land Commission had made an advance, against 
acquisition,of $20m. The Minister for Housing on 3lst 
October 1982 signified his approval of the Housing Commission's 
recommendations. 

The Woolloomooloo Redevelopment Project accounts relate to that 
part of the land at Woolloomooloo, which is the subject of a 
tri-partite agreement between the Commonwealth, the State and 
the City of Sydney, which has not yet been disposed of under 
the terms of the tri-partite Agreement. Of the lands in question, 
65% are intended for public housing and 35% for the private 
housing sector. As land is redeveloped or dwellings rehabilitated, 
the Commonwealth is reimbursed at pre-agreed rates for the land 
used in such redevelopment or rehabilitation, and the completed 
dwellings pass either into private ownership, or into the 
Housing Commission's normal rental housing accounts. 

As all the land will eventually pass into one category or the 
other, the land not as yet thus disposed of is regarded as being 
part of a transient project. Operations on it (i.e. rental 
housing management) are accounted for on a cash basis because 
that is the basis understood to be preferred by the Commonwealth 
in its dealings with the State, in this particular matter. 

Yours sincerely, 

~ 
Chief Executive 
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LAND COMMISSION OF NEW SOUTH WALES 

Auditor-General's Report Reference: Part II, Page 223. 

Issues examined by the Committee: 

* There are a number of issues being examined by the 
Committee and these include: 

the Commission's objectives and functions as 
interpreted by the Commission 

the valuation of the Commission's land holdings 

cost per lot incurred in 1982-83 in developing land 

the Commission's land acquisition policies and 
strategies 

the Commission's investments. 

Commission's Responses: 

The Commission's responses have not been included in this 
report as the Committee is currently reviewing aspects of 
the operations of the Department of Environment and 
Planning, Land Commission of New south Wales and Macarthur 
Growth Area in respect of land acquisition and development 
and it is expected that a separate report will be published 
when this review is completed. 

Hearing 1 August, 1984: 

Officers of the Commission gave evidence before the 
Committee on 1 August 1984. 

Result of Committee's Deliberations: 

The review of aspects of the Commission's operations in 
respect of land acquisition and development and the Inquiry 
into Investment Practices of Statutory Authorities are 
currently in progress. 
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LOCAL GOVERNMENT SUPERANNUATION BOARD 

(Now part of the Public Authorities Superannuation Board) 

Auditor-General's Report Reference: Part II, Page 320. 

Issues examined by the Committee: 

* The breakdown of investments held as at 31 March, 1983. 

* The rate of return on investments held. 

* The Board's investment policy. 

Board's Response: 

The Board has provided the investment information but the 
Board's response is not included in this report as the 
Committee's Investments Inquiry is still in progress. 

Result of Committee's Deliberations: 

Inquiry into Investment Practices of Statutory Authorities 
is currently being conducted and will be the subject of a 
separate report when finalised. 
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LORD HOWE ISLAND BOARD 

Auditor-General's Report Reference: Part II, Page 111, 

Issues examined by the Committee: 

* 

* 

* 

* 

The deterioration of the Board's financial performance 
in 1982-83. 

Loss incurred as a result of the palm seedlings trading 
operations. 

The nature of the Board's rating system and what this 
represents as a unit cost per ratepayer. 

The nature of the lighterage operaion and expected 
revenue in 1983-84. 

Board's Response: 

The Board's response commences on the next page. 

In summary: There have been difficulties confronting the 
Board's main source of trading revenue, the Kentia palm 
seedling industry. There have been problems with poor seed 
quality, dry weather conditions, and high salinity level 
in the water available for use in the nursery. The Board's 
'rates' increased from $2 per acre to $60 per hectare for 
1984 and there is a garbage fee of $10 to $150 per annum 
depending on the type of occupancy. The Lighterage operation 
is the transfer of goods from ships to shore. The Board was 
considering proposals to increase lighterage fees at its 
December meeting. 

Result of Committee's Deliberations: 

Further action deferred pending the Committee's review of 
the 1983-84 Auditor-General's report. 
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LORD HOWE ISLAND BOARD C/- STATE OFFICE BLOCK. MACQUARIE STREET, SYDNEY, N.S.W. 2000 

Premier's Department 

The Chairman, 
Public Accounts Committee, 
Parliament House, 
SYDNEY 

Dear Sir, 

I refer to your letter dated 20th October, 1983, 
and addressed to the Secretary of the Lord Howe Island 
Board seeking the board's comments on its financial result 
for the the financial year ended 30th June, 1983. 

Naturally the Board was most disappointed that 
the promising financial results which had characterised 
its more recent financial performances could not be extended 
into 1982/83, but the difficulties confronting the Board's 
main source of trading revenue, the Kentia Palm seedling 
industry, have been most perplexing and are the subject 
of continuing investigation. 

The Kentia Palm, endemic to Lord Howe Island, 
is an elegant and decorative plant widely used by indoor 
decorators throughout the world. The Board became a commercial 
producer of seedlings only in 1981 after the collapse of 
the world palm seed market for reasons outside its control 
viz. increased cost of fuel oil for hot house heating in 
Europe and unfavourable movements in the $A dollar exchange 
ratio. 

There have been problems in establishment of 
the industry due to poor seed quality, a recent prolonged 
period of dry weather and a high salinity level in water 
available for use in the nursery. 

Whilst it is anticipated by the Board that these 
difficulties have now been overcome, the seedling nursery 
is not expected to return to full production until 1984/85 
when substantial profits of the magnitude of half a million 
dollars are a possibility. 

Profit projections for 1983/84 are necessarily 
uncertain and range from a small loss to a possible profit 
of roundly $100,000. The Board, however, is endeavouring 
to generate a positive cash flow in the short term by urgently 
investigating possible seed sales to the mainland (the 
basis for the industry in earlier years) and/or commissioning 
seedling production by independent growers under a royalty 
system. 

Although it is appreciated the Public Accounts 
Committee has asked the Board for an assessment of its likely 
financial performance in 1983/84 presuming no increases 
in Government subsidies over those applied in 1982/83, 
this is a very difficult exercise in the face of the uncertainties 
confronting the short term profitabily of the Kentia Palm 
seedling industry and having regard to the fact that the 
Board has recently received a $75,000 grant towards its 
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"Public Administration" activities from the Local Government 
grants Commission, an entitlement for which the Board has 
only recently become eligible However, on present 
projections and holding the total level of direct and indirect 
government subsidy at the 1982/83 level of $690,000, instead 
of allowing for the anticipated subsidy level of roundly 
$900,000, the~Lord Howe Island Board could be expected 
to record another deficiency of between $300,000 and $500,000. 

Relating again to the "Public Administration" 
facit of the Lord Howe Island Board's responsibilities, 
no rating system as applied by local government generally 
throughout New South Wales exists on Lord Howe Island. 
All land on the Island is Crown land and private occupancies 
are granted by the Board under leases which attract annual 
rentals. These rentals were recently increased from $2 
per acre or part thereof to $60 per hectare for 1984 and 
are then subject to an annual increase of $10 until a maximum 
of $100 per hectare per annum is achieved for 1988. The 
next general rental review cannot occur until after 1993. 

The Board has also recently increased the garbage 
fee from $6 per household per annum to $10 to $150 per 
household depending upon the type of occupancy. Pensioners 
are charged $10 per annum, ordinary householders $20 and 
large guesthouses, $150. 

A business licence fee system which should realise 
an additional $4,500 per annum awaits only the Governor's 
approval for appropriate Regulations. Regulations are also 
being prepared with relation to boat moorings which will 
also attract fees. 

As there are presently 77 leaseholders on the 
Island, the 1982/83 revenue collections totalling $15,534 
represent a unit contribution of $83. 

The lighterage service is provided by the Board 
each time the cargo ship which delivers the majority of 
the supplies to the Island, requires unloading, ie. about 
10 times per year. The Board supplies four steel lighters 
to transfer the goods from the ship, through the reef to 
the jetty where they are lifted by a 16 tonne crane onto 
trucks for delivery. Up to four of the Board's permanent 
staff and 15 casuals are employed on the operation. The 
charge made is currently $35 per metric tonne, but the 
Board will be considering proposals for an increase of 
as much as 54% at its December meeting. 

I trust that this information will assist the 
Public Accounts Committee in its consideration of the Board's 
operations and I would against emphasis that the future 
profitability of the Board's operations, and the level 
of the Island's reliance on government subsidy, continue 
to be closely aligned with the ultimate profitability of 
the Kentia Palm seedling industry. 

Yours sincerely, 
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MARITIME SERVICES BOARD OF NEW SOUTH WALES 

Auditor-General's Report Reference: Part II, Page 344. 

Issues examined by the Committee: 

There are a number of issues being examined by the Committee 
and these include: 

* 

* 

* 

* 

The Board's Waterways Management function and in 
particular Occupation License fees for small craft 
moorings 

Land and buildings 

Port charges 

Investments 

Board's Responses: 

The Board's responses have not been included in this report 
as the Committee's inquiries are still continuing. 

Hearing 17 August, 1984: 

Officers of the Board gave evidence before the Committee 
on 17 August, 1984. 

Result of Committee's Deliberations: 

Through the Minister for Public Works and Ports the 
Committee has requested a copy of the consultant's report 
on Occupation Licenses. Further action deferred pending the 
Minister's response. 

-~-
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MINES RESCUE BOARD 

Auditor-General's Report Reference: Part II, Page 78. 

Issues examined by the Committee: 

* The reason for inspections of accounts of District Mines 
Rescue Committee's by Board officers being some yea-rs 
in arrears. 

Board's Response: 

The Board's response is on the next page. 

In summary: The reasons for inspections being in arrears 
were that the position of Secretary being vacant, shortage 
of support staff, change of administering department and 
intitial training period delays. All inspections to be 
current by 31 December, 1983. 

Result of Committee's Deliberations: 

No further action required in respect of 1982 operations. 
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• ~initder for ,!.gricultun and ~ie~erin 

Mr. M. Egan, B.A., M.P., 
Chairman, 
Public Accounts Committee, 
Parliament House, 
SYDNEY. N.S.W. 2000 

Dear Mr. Egan, 

,eht ~out~ .Bin 
? ;i JAN 1984 

I refer to your letter of 19th October, 1983 concerning proposed 
amendments to the Apiaries Act, 1916. You will be pleased to hear 
that Cabinet Minute No. 282/83, dated 5th October, 1983, has been 
submitted for Cabinet's consideration and approval. The proposals in 
the Cabinet minute include amendments to ensure that changes to the law 
relating to registration procedures accords with current practice. 

Yours faithfully, 

~-~ 
MINISTER FOR AGRICULTURE AND FISHERIES. 
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MINISTER FOR ENERGY AND MINISTER FOR FINANCE 

Auditor-General's Report Reference: Part I, Page 112, 

Issue Examined by the Committee: 

* $21,203 expenditure which was not sanctioned and 
appropriated by Parliament. 

Department of Finance's Response: 

The Department's response is on the next page. 

In summary: The expenditure was incurred as a result of 
the Ministerial changes which took place on and from 1 
February, 1983, and related to expenditure incurred in the 
establishment of the new Department of Finance. 

Result of Committee's Deliberations: 

No further action required. 
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New South Wales Government " 

Department of Finance 

M.R. Egan, Esq., B.A., M.P., 
Chairman, 
New South Wales Public Accounts Committee, 
Parliament House, 
SYDNEY NSW 2000 

25 October, 1983 

Dear Mr. Egan, 

Export House 
7th Floor 
22 Pitt Street 
Sydney 2000 
P.O. Box R201 
Royal Exchange 
Sydney, N.S.W. 2000 

Our reference: 83/3229 TK: RF 

Your reference: 
240 0341 

Telephone:JGWx~x 
>OOGOOIX 

Reference is made to your letter of 13 October, 1983 in which 
you requested on behalf of the New South Wales Public Accounts 
Committee my comments in regard to the item shown against 
the Minister for Energy and Finance mentioned in Appendix 2, 
page 112 of Part 1 of the Auditor General's 1982/83 Report. 

The amount was incurred as a result of the Ministerial changes 
which took place on and from 1 February, 1983 and related to 
expenditure incurred in the establishment of the new Department 
of Finance. 

As you will be aware there was no appropriation provided for the 
Minister for Finance in the 1982/83 Budget. 

Yours sincerely, 

/I . I 
; "Y, l-1..... '"'-- "" ~ ( 

D.A. H~ton, 
SECRETARY. 
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MINISTER FOR ENERGY AND MINISTER FOR FINANCE 

Auditor-General's Report Reference: Part I, 
Pages 115 - 1:).7 

Issues examined by the Committee: 

* Variation of statute - Land Tax Management Act, 1956. 

* variation of statute - Stamp Duties Act, 1920. 

Minister for Energy and Finance's Response: 

The Minister's response follows on the next page. 

In summary: The necessary amendment to the Land Tax 
Management Act is to be made. No amendments to the Stamp 
Duties Act were to be made in the then current sitting of 
Parliament. 

Following the initial response from the Minister for Energy 
and Minister for Finance the Committee requested from that 
Minister the current position in relation to the Stamp 
Duties Act variations of statute. However, due to a change 
in Ministerial portfolios the Ministrys of Energy and 
Finance were separated. Consequently the Committee's second 
request was responded to by the Minister for Finance. 

Minister for Finance's Response: 

The Minister's response follows that of the Minister for 
Energy and Finance. 

Result of Committee's Deliberations: 

Further action deferred pending the Committee's review of 
the 1983-84 Auditor-General's Report. 
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M. Egan, Esq., B.A., M.P., 
Chairman, 
Public Accounts Committee, 
Parliament House, 
~ NSW 2000 00 

Dear Mr. Egan, 

I refer to your letter of 19 October, 1983 regarding 
comments of the Auditor General on variations from certain Acts 
under my admi ni strati on. 

The position in relation to amendments needed to 
regularise departmental practices sanctioned by me is as follows. 

Land Tax Management Act 1956 (page 115) 

It is expected that the necessary amendment in relation 
to land sold for unpaid rates will become law this 
year. 

Stamp Duties Act 1920 (pages i16-117) 

Unfortunately the Government has determined that 
there will be no amendment to this Act prior to the 
conclusion of the current sitting of Parliament, 
due to the pressure of other business. 

However I might add that in relation to item 7 under 
this heading of your letter, my understanding was 
that Act No.134 of 1~82 had rectified the position. 
I have asked the Secretary of the department to take 
the matter up with the Auditor General to ascertain 
if any problem remains. 

Yours sincerely, 
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MINISTER FOR FINANCE 

Mr. R. Carr, B.A.,M.P., 
Chairman, 

NEW SOUTH WALES 

Public Accounts Committee, 
Parliament House, 
SYDNEY. 2000 

Dear Mr. Carr, 

I O SEP :Sa<i 

On February 28, 1984 your predecessor Mr. Michael 
Egan wrote recommending that certain administrative 
practices within the Stamp Duties Office which appear to 
be currently contrary to statute be the subject of 
appropriate amendments to the Stamp Duties Act, 1920 as_ soon 
as practicable. 

The present position in relation to validation of 
these practices is as follows: 

1. Exemption of Powers of Attorney over d.ebentures 
and inscribed stock of the Electricity 
Commission of N.s.w. 

This practice has been validated by section 
6 of the Public Authorities (Financial 
Accommodation) Act, 1981. 

2. Exemption of cheques issued by Consular 
Officers. 

It is proposed that this practice will be the 
subject of an amendment during the next session 
of Parliament. 

3. Postponement of Death Duty. 

It is considered that validation of this 
practice is not warranted since death duty has 
now been abolished. 

4. Exemption of agreements in accordance with 
forms four, nine and eleven of the Schedule 
to the Marketable Securities Act, 1970. 

I am presently considering introducing 
legislation to validate this practice. 

5. Ad valorem stamp duty on credit insurance 
policies. 

A problem arises in drafting appropriate 
legislation to validate the practice associated 
with this matter because of the difficulty in 
defining policies of this nature, A general 
review of stamp duty on policies of insurance, 
which will include attending to this item, is 

2 •• / 
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soon to be undertaken. In the meantime I 
consider it desirable to continue with the 
ministerial directive. 

6. Policies of Insurance - new or substituted 
property. 

The general review of stamp duty on policies 
of insurance will also include the practice 
associated with policies subject to this item. 

7. Short Term Debentures. 

An amendment to the Stamp Duties Act, 1920, 
is to be undertaken during the budget session 
to remove the duty on debentures. Debentures 
subject to this item will be included in such 
amendment. 

8. Section 122 Certificates. 

It is considered that validation of this 
practice is not warranted since death duty has 
now been abolished. 

R.J.Debus, 
MINISTER FOR FINANCE. 
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MINISTER FOR HEALTH 

Auditor-General's Report Reference: Part I, Page 112. 

Issues Examined by the Committee: 

* $22,818,000 expenditure which had not been sanctioned 
and appropriated by Parliament. 

Department of Health's Response: 

The Department's response commences on the next page. 

In summary: The main reason for the incurring of this 
expenditure was the termination of the Ambulance 
Contribution Scheme on 1 February, 1983, which was replaced 
with the ambulance component of the State levy on Health 
Insurance Funds. Only $6.3 million was received through the 
Contributions Scheme instead of the budgeted $24.3 million. 

Result of Committee's Deliberations: 

No further action is required. 
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C.600 
WA:OC 

McKELL BUILDING, RAWSON PLACE, SYDNEY, N.S.W. 2000 

Department of Health 

Mr. M. Egan, B.A., M.P., 
Chainnan, 
Public Accounts Corrmittee, 
Parliament House, 
SYDNEY. 2000. 

Dear Mr. Egan, 

16 Nov 83 

I refer to your letter of 11 October 1983 concerning an arrount of 
$22,818,000 reported as payments unauthorised in suspense in the Auditor­
General's 1982/83 Report. This arrount relates to expenditure in=red 
against the Department of Health, Administration item "C6. Ambulance 
Services Fund - Contribution" for which the 1982/83 budget provisions 
and actual results are detailed hereunder:-

EXPENDI'IURE: Salaries & Wages 
Repairs & 
Maintenance 

Other 

LESS: 

REVENUE: Transport Fees 
Contributions Scheme 
Other 

BALANCE 'IO BE FUNDED: 

FUNDED BY: 

Road Transport and Traffic Fund 
Balance in Ambulance Fund 
"C6. Ambulance Services 

Fund - Contribution" 

Budget 
Provision 
1982L83 

$000 

54,000 

1,100 
26,455 

81,555 

30,190 
24,298 
2,340 

56,828 

24, 727 

750 
1,950 

22,027 

24,727 

Actual Variance 
Result (Favourable/ 
1982L83 Unfavourable) 

1982/83 

$000 $000 

55,239 (U) 1,239 

1,172 (U) 72 
26,175 (F) 280 

82,586 (U) 1,031 

26,157 (U) 4,033 
6,289 (U) 18,009 
2,601 (F) 261 

35,047 (U) 21,781 

47,539 (U) 22,812 

750 Nil 
1,944 (F) 6 

44,845 (U) 22,818 

47,539 (U) 22,812 

Dealing with each budget variance in tum the following infomation might 
be noted: 

Salaries and Wages 

The original budget provision of $54M. included an arrount of $3. 7M. to 
meet the costs of award increases occurring during 1982/83. Awards 
subsequently granted, however, totalled $6.888M, being roundly $3.188M. 
in excess of the budget arrount. 

• •• /2 
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- 2 - C.600 
WA:DC 

Havipg regard to the stringent l:udgetary situation outlined in the 
Treasurer's 1982/83 allocation letter efforts were made to absorb these 
additional award CQSts by holding positions vacant wherever practicable 
and by limiting rrotor vehicle usage in order to decrease overtime and call 
out penalty payments. Savings achieved by these measures reduced the 
additional salaries and wages requirement to roundly $1.239M. 

Repairs and Maintenance 

Additional expenditure of $79,278 was necessarily incurred in relocating 
the Central Office Administration section of the Ambulance service as 
part of the reorganisation of the Department of Health. This anount was 
partially offset by savings on other repairs and maintenance thus reducing 
overexpenditure to $72,000. 

Other Expenditure 

Savings of $280,000 i..ere achieved primarily in the Service's Marketing 
Division (savings of $247,000) following the abolition of the Contril:ution 
Scheme on 1 February 1983. 

Transport Fees 

Fees generated by ambulance transports fell short of the original l:udget 
provision by roundly $4.033M. and i..ere affected by the following matters: 

(a) Having regard to the operation of the Wage Pause and the 
proposed introduction of the State Levy on Health Insurance Funds 
the Government decided not to proceed with the 10 percent transport 
fee increase fran 1 January 1983 provided for in the 1982/83 budget. 
The fees foregone arrounted to $950,000. 

(b) Following earlier recannendations of the Public Accounts 
Ccmnittee hospitals decreased their utilisation of ambulancesfor 
inter-hospital transfer of patients in 1982/83. The corresponding 
decrease in Ambulance transport fee revenue arrounted to $1,210,000. 

(c) With the introduction of the State Levy on Health Insurance Funds 
fran 1 February 1983 persons who i..ere not previously subscribers 
to the Ambulance Contril:ution Scheme, but i..ere members of a health 
fund, became eligible for free transport. The resultant loss of 
transport fees is estimated at $319,000. 

(d) In areas of high unerrployment many rrore persons became entitled 
to free transport prior to the abolition of the Ambulance 
Contril:ution Scheme. The loss of transport fees is estimated at 
$1,554,000. 

Contril:utions Scheme 

The Scheme was tenninated on 1 February 1983 and replaced with the Ambulance 
Corrponent of the State Levy on Health Insurance Funds, At that date 
subscriptions totalling $15,846,159 had been paid. In line with undertakings 
given by the Government an arrount of $9,556,870, covering the paid-up 
proportion of annual subscriptions tenninating after 1 February 1983, was 
refunded to contril:utors resulting in net subscription incane of 
$6,289,289 for the year. 

It should be noted that State revenue derived fran the Ambulance Corrponent 
of the levy and paid direct into the Consolidated Fund during 1982/83 
arrounted to roundly $18.099M. 

• •• /3 
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other Revenue 

C.600 
WA:DC 

other sundry inoane derived by the Ambulance SeIVice, exceeded the budget 
provision by roundly $261,000. 

General 

'llle overall effect of the above matters resulted in an additional funding 
requirement of $22.812M. in 1982/83 which, as indicated above, was 
considerably less than the adverse effects of award increases and 
reductions in transport fees and COntribution Scheme revenues. Having 
regard to these adverse effects supplementation to the extent of $23.65M. 
was approved by the Treasurer on the itan "C6. Ambulance SeIVices Fund -
COntribution", caiprising $20.298M. on 7 April 1983 and $3.352M. on 30 
June 1983. 

In the event, however, it was necessary to utilise only $22.818M. fran 
the approved supplementation and to limit the use of the Ambulance Fund 
balance to $1.944M. in order to maintain the SeIVice's operations. The 
balance remaining in the Fund at 30 June 1983 anounted to $51,428. 

I trust that this infonnation will be of assistance to the CCirmittee. 
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MINISTER FOR HOUSING AND CO-OPERATIVE SOCIETIES 

Auditor-General's Report Reference: Part I, Page il2. 

Issue Examined by the Committee: 

* $679,456 expenditure incurred which had not been 
sanctioned and appropriated by Parliament. 

Department of Co-operative Societies Response: 

Department's response commences next page, 

In summary: On 25 January, 1983, the portfolio of the 
Minister for Co-operative Societies was abolished with the 
administrative responsibility for this department being 
transferred to the Minister for Housing thus the expenditure 
of the Department of Co-operative Societies from 25 January 
to 30 June, 1983, became technically unauthorised, 

Result of Committee's Deliberations: 

No further action required, 
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New South Wales"Government .. 

Department of Co-operative Societies 

Mr. M. Egan, B.A •• M.P •• 
Chainnan, 
Public Accounts Committee, 
Parliament House, 
SYDNEY. 2000 00 

13.DEC.1983 

Dear Mr. Egan, 

Macquarie House 
161-169 Macquarie Street 
(Cnr Smith Street) 
Parramatta 2150 
P.O. Box 972 
Parramatta, N.S.W. 2150 

Our reference: ADM: VL:MA 
Your reference: 

Telephone: 689 8111 

8151 

With reference to your letter to Mr. v. Helby of the Housing 
Commission regarding payments unauthorised in suspense by the 
Minister for Housing of $679,456, I am replying as the payments 
concerned relate to this Department. 

Included in the 1982/83 appropriation to the Minister for Housing 
and Co-operative Societies was an amount of $1,658,600 for the 
Department of Co-operative Societies. With supplementation granted 
for the cost of salary awards, the Department operated within this 
allocation. 

At that time, administrative responsibility for the Department was 
under the co-operativ1 societies portfolio of the Minister for 
Housing and Minister for Co-operative Societies. However, on 
25 January, 1983 the portfolio of Minister for Co-operative 
Societies was abolished with the administrative responsibility for 
this Department being transferred to the Minister for Housing. As 
a consequence of this I have been informed by an officer of 
Treasury that the everyday expenditure of the Department from 
25 January, 1983 to 30 June, 1983 became technically unauthorised. 

This expenditure has now been appropriated by Section 42 of the 
Appropriation Act, 1983. 

Yours sincerely, 

~~ 
R.R. Baker, 
DIRECTOR 
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MINISTER FOR INDUSTRIAL RELATIONS 

Auditor-General's Report Reference: Part I, Page 116. 

Issue examined by the Committee: 

* Variation of statute - New South Wales Retirement 
Benefits Act, 1972. The Act required contributions .by 
employers to be remitted to the N.S.W. Retirement Board 
within 14 days of the date of deduction and also provided 
for interest to be charged on moneys overdue for payment. 
The Board had neither charged nor waived the payment 
of interest. 

Minister's Response: 

The Minister's response is on the next page. 

In summary: From 30 March, 1984, the N.s.w. Retirement 
Board commenced to apply penalty interest in accordance with 
the Act. 

Result of Committee's Deliberation: 

No further action is required. 
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NEW SOUTH WALES 

Dear Mr. Egan 

S .o. 298 

MINISTER FOR INDUSTRIAL RELATIONS 

MINISTER FOR ROA[!; 

Level 3 
T &: G Building 
Cnr Park&: Elizabeth Sts 
SYDNEY NSW 2000 

16 MAR 1984 

I refer to your letter of 24 February 1984 (ref. A.G. 83/11) 
regarding the procedure adopted by the New South Wales Retirement 
Board which varies from what is laid down in the New South Wales 
Retirement Benefits Act, 1972, as reported in Appendix 4, 
Page 116 of Part 1 of the Auditor General's 1982/83 Annual 
Report. 

Your letter concerned the practice being adopted by the New South 
Wales Retirement Board in regard to interest charged on monies 
overdue for payment. 

The Retirement Board has advised me that, arising from its 
meeting on 6 February 1984, it has notified all employing 
authorities who had failed to remit money on time during the last 
12 months that in future it will be obliged to charge interest 
on payments more than 14 days in arrears. The Board advised 
these employing authorities that the rate of interest would be 
that which is being credited to the equity of contributors, 
presently in the vicinity of 13% p.a. 

The Board is presently in close contact with these authorities 
and is streamlining remittance procedures to enable the money to 
reach it in time. From 30 March 1984 the Board will comnence to 
apply penalty intetest strictly in accordance with the New South 
Wales Retirement Benefits Act, 1972. 

Yoo,</J.i~ 
P. D. HILLS 
Minister for Industrial Relations 

Mr. M. Egan, B.A., M.P. 
Chairman 
Public Accounts Comnittee 
Parliament of New South Wales 
Parliament House 
SYDNEY NSW 2000 
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MINISTER FOR PLANNING AND ENVIRONMENT 

Audito~-General's Report Reference: Part I, Page 115. 

Issue Examined by the Committee: 

* Environment of Planning and Assessment Act, 1979, 
Variation of Statute. Contrary to Section 130(3} 
payments have been made from the Sydney Region's 
Development Fund for land acquired and for works and 
services outside the Sydney Region Development Area. 

Minister's Response: 

The Minister's response commences on the next page. 

In summary: The Legislation if changed, would weaken the 
provision. The main cause of the variation of statute was 
funding arrangements for the land acquisition programme of 
the Coastal Land Protection Scheme. These arrangements are 
to be altered to eliminate infringement. The other cause 
of the variation will cease when separate funding 
arrangements for the new Illawarra Region Development Area 
are established. 

Result of Committee's Deliberations: 

No further action required in respect of 1982-83 
operations. 
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NEW SOUTH WALES 
MINISTER l"OR PLANNING AND ENVIRONMENT 

Mr. M. Egan, B.A., M.P., 
Chairman, 
Public Accounts Committee, 
Legislative Assembly, 
Parliament House, 
SYDNEY, N.s.w., 2000. 

Dear Mr. Egan, 

Z3~Vit83 

Reference: B7/l Pt.8 

I refer to your letter of the 19th October, dealing 
with the examination by the Public Accounts Committee 
of the Auditor General's Report to Parliament for 1982/83. 
I note the Committee has again considered particular 
references in that report to the Department of Environment 
and Planning concerning dealings which amount to variations 
of Section 130(3) of the Environmental Planning and Assessment 
Act, 1979. Section 130(3) prescribes the various purposes 
to which funds comprising Development Funds may be applied. 

It is apparent from your letter that a full and 
satisfactory explanation of the practical considerations 
which lead to these variations was given to you last year 
by Mr. R.B. Smyth, Director of the Departmen~ and that you 
are now concerned to see if the cause of the variations 
can be remedied. 

Careful consideration has been given to your suggestion 
to change the provisions of Section 130(3) of the legislation. 
However, that section in effect places restrictions on the 
purposes to which payments from Developments Funds may be 
applied which are of critical importance to the proper 
financial management and security of the Development Funds; 
I refer particulary to geographic restrictions. I am 
therefore reluctant to weaken the provisions of the section 
in any way. 

In his letter, Mr. Smyth described the main cause of 
the variations to statute, namely the funding arrangements 
for the land aquisition programme of the Coastal Land 
Protection Scheme. I am now advised by Department officers 
that changes to those arrangements agreed with the Department 
of Treasury will avoid temporary funding of coastal land 
purchases by Sydney Region Fund and thereby eliminate 
completely infringements from this main source. 
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The remaining cause of variations, explained in 
Mr. Smyth's letter to you last year, arises from the 
Department's responsibility to aquire reserved land in 
the northern sector of the recently constituted Illawarra 
Region Development Area (formerly part of the Sydney Region 
Development Area). These variations will cease when 
separate funding arrangements for the new Development Area 
are established which is expected to take place in the 
near future. 
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Yours fraternally, 

A J ~ . 
. ~, 
Minister for Planning 

and Environment. 
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MINISTER FOR PUBLIC IIORICS AND PORTS 
in respect of the STATE DOCKYARD and the STATE BRICKWORKS 

Auditor-General's Report References: Part I, Pages 115 
and 117. 

Issues examined by the Committee.: 

* 

* 

In respect of the State Dockyard the variation of 
Statute reported by the Auditor-General in regard to 
the New South Wales Government Engineering and 
Shipbuilding Act, 1943. 

In respect of the State Brickworks the variation of 
Statute reported by the Auditor-General in regard to 
the State Brickworks Act, 1946. 

Minister's Response: 

The Minister's response is on the next page. 

In summary: The Treasury advised that it would not object 
to a proposal to discontinue the rate equivalent 
contributions by the State Dockyard and State Brickworks 
to it. Accordingly the Treasury was advised that these 
contributions will discontinue. Contribution to Blacktown 
Council by the State Brickworks for 1983-84 had been made, 
however, the question of future payments is still under 
consideration. 

Result of Committee's Deliberations: 

No further action is required in respect of 1982-83 
operations. 
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The Secretary, 
Public Accounts Committee, 
Parliament House, 
SYDNEY. 2000 

Dear Sir, 

1 8 APR i984 

I refer to a letter of 28th February 1984, from the then 
Chairman of the Committee, and earlier requests concerning 
rate equivalent payments made by the State Brickworks and 
the State Dockyard. 

As the Committee was informed previously, my Department sought 
the advice of Treasury on the question of rate equivalent 
contributions being made to the Treasury by the State Brickworks 
and State Dockyard and to Blacktown Council by the State 
Brickworks. The Treasury has advised that, as the amounts 
involved in payments to it are relatively small, it would not 
object to a proposal to discontinue them. Accordingly, my 
Department has informed the Treasury that the State Dockyard 
and the State Brickworks will not make any further contributions 
of this type. 

On the matter of payments by the State Brickworks to Blacktown 
Council, the Treasury has raised the more general question 
of whether there should be a requirement to pay rates to the 
Council in terms of Section 132 of the Local Government Act. 
This question raises issues which affect other undertakings 
and which will be further considered by my Department. 
The payment to Blacktown Council for 1983/84 has already been 
made and a review will be undertaken before any further 
payments are made. 
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MINISTER FOR TRANSPORT 

Auditor-General's Report Reference: Part I. Page 117. 

Issue Examined by the Committee: 

~ 

* Transport Act, 1930 - variation of Statute. In one case 
the gratutity entitlement of a retired employee was paid 
otherwise than as provided for in Section 132 A(s). 

Minister's Response: 

The Minister's response is on the next page. 

In summary: The necessary alteration to the Act will be 
made in conjunction with the next amendment of the relevant 
legislation. 

Result of Committee's Deliberations: 

No further action required in respect of the variation of 
statute in 1982-83. 
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NEW SOUTH WALES 

Mr . M. R. Egan, B . A. , M. P . , 
Chairman, 
Public Accounts Committee, 
Parliament House, 
SYDNEY. 2000. 

Dear Mr. Egan, 

T83/127 

SYDNEY 

Thank you for your letter of 20th October, 
1983, about the provisions of the Transport Act, 
1930, as mentioned in the Auditor General's Report 
1981/82. 

Your comments about the payment of gratuities 
have been carefully noted and you may be assured that 
the necessary alteration will be made in conjunction 
with the next amendment of the relevant legislation. 

Yours faithfully, 

f .JJL __ Y9,~-' 
PETER COX 
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MINISTER FOR WATER RESOURCES AND MINISTER FOR FORESTS 

Auditor-General's Report Reference: Part I, Page 112. 

Issue examined by the Committee: 

* Expenditure of $13,990,549 which had not been sanctioned 
and appropriated by Parliament, 

Responses: 

In order commencing on the next page are responses from the 
Water Resources Commission, Energy Authority and the 
Forestry Commission. 

In summary: $4,741,900 relates to the contribution to the 
Energy Authority by the Water Resources Commission and 
$9,248,649 relates to the Forestry Commission. This 
expenditure by these bodies became technically unauthorised 
upon the reallocation of ministerial portfolios on 1 
February, 1983. 

Result of Committee's Deliberations: 

No further action is required in respect of the 1982-83 
operations. 
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Mr. M.R. Egan, B.A., M.P., 
0,airman, 
Public Accounts Committee, 
Parliament House, 
SYDNEY. 

Dear Mr. Egan, 

"lb is 1-buse", 
201-211 Miller Street, 
NORTH SYDNEY. N.s.w. 2060. 

- 3. :1°.I9o3 

I refer to your letter of l 3th October 1983 concerning items reported by the 
Auditor-General as being payments during 1982/1983 "Unauthorised in Suspense". 

At the time Parliament considered the Consolidated Fund Estimates of Expenditure 
for Recurrent Services the responsibilities for the portfolios of Energy and Water 
Resources were administered by the Minister for Energy and Water Resources. The 
sum appropriated for 1982/83 was 

$29, 784, 700 for the activities of the Water Resources Commission 
$12,003,400 for Energy Authority Activities 

$41,788,100 

Subsequent to the finalisation of the Budget, the Ministry was restructured effective 
from lst February 1983, resulting in the Energy Authority being placed under the 
control of the Minister for Energy and Finance. It was in the Energy Authority's 
area of activities that the over-expenditure to which you refer occurred. 

In 1982/83 the Water Resources Commission spent $29, 716,000, an 
under-expenditure against appropriation of $68, 700. 

Yours faithfully, 

~~ 
(J.B. Cunneen), 

0,ief Commissioner. 
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Mr M Egan BA MP 
Chairman 
Public Accounts Committee 
Parliament House 
Macquarie Street 
SYDNEY 2000 

Dear Sir 

ENERGY AUTHORITY 
OF NEW SOUTH WALES 

1 CASTLEREAGH STREET 

SYDNEY 2000 

I refer to your letter dated 28th November, 1983 regarding an amount 
of $4,741,900 which was referred to in the Auditor-General's report 
for the financial year ended 30th June, 1983. 

The amount represents that portion of the funds appropriated by Parliament 
to the then Minister for Energy and Minister for Water Resources for the 
year 1982/83, for the expenses of the Energy Authority. From lst February, 
1983, responsibility for the Energy Authority was assumed by the Minister 
for Energy and Minister for Finance. 

I understand that in such instances the Treasury method of adjustment of 
the funds already appropriated is by transfer to the Expenditure 
Unauthorised in Suspense account. 

Advice to this effect was received from the Treasury in a letter dated 
25th October, 1983 (copy attached). 

I would be pleased to furnish any further information you may require. 

Yours faithfully 

111 ... fl.-\ v·i .. ( ' ~ I ·,;, 

J
I, . ~-L- ,~/) 

J A Dembeck i 
Gen,eral Manager 
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~\ 
New South Wales Government~ 

State Office Block 
Macquarie Street 
Sydney, NSW 2000 

Box 5285 G.P.O. 
Sydney 2001 
DX 22 Sydney 

Contact 

Our reference: 

Miss R Carey 

T82/2783 

Your riiference: 

FINAL TRANSFERS IN CONNECTION WITH CONSOLIDATED 
FUND RECURRENT PAYMENTS FOR THE YEAR 1982/83 

Telephone: 2 0576 

Extension: 

The Minister has approved of the expenditure in excess of 
Departmental Votes for the Consolidated Fund for 1982/83 
being charged to 'PP@aBli:l'BE' s 14 Q1:aRee ~ QS9\iR~ aREi/er 
Expenditure Suspense Account as detailed hereunder. 

Where applicable, Sub-Departments may also be advised. 

Energy 

~:ri;.r:-\ i 
'> ~ ~ecr~t~~ _ ~n~,, 

RECEIVlD 

270CT 1983 
, , :' GY AUTHORITY 

CF ~:,'l/ 
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95-99 YORK STREET 

SYDNEY 2000 

20th October, 1983 

Mr. M. R . Egan, B. A . , M. P. , 
Chairman, 
Public Accounts Committee, 
Parliament House, 
SYDNEY. N.S.W. 2000 00 

Dear Mr. Egan, 

Reference is made to your letter of 13th October, 1983 
regarding payments unauthorised in suspense as reported by the Auditor 
General. The explanation is straightforward and is set out below. 

In the 1982/83 Budget Estimates the Minister for Local 
Government and Minister for Lands was allocated an amount to cover the 
Forestry Commission's Consolidated Fund (Recurrent) expenditure for that 
year. With the re-allocation of functions and responsibilities between 
various Ministerial portfolios from lst February, 1983 the Forestry 
Commission became the responsibility of the Minister for Water Resources 
and Minister for Forests. Thus, expenditure from that date became 
"payments to be appropriated" because the reorganised ministerial 
portfolio had not been allocated funds specifically under parliamentary 
authority in the 1982/83 Budget. 

On 9th September, 1983 the Treasurer informed the Minister 
for Water Resources and Minister for Forests of approval (copy attached) 
to the provision of funds from the Consolidated Fund Expenditure 
Suspense as follows :-

Committee. 

Encl: 

( i) To meet expenditure for the period lst February 
to 30th June, 1983. 

(ii) To meet expenditure from lst July, 1983 pending 
passing of the 1983/84 Appropriation Bill on the 
understanding that provision for these costs will 
be made in the 1983/84 Estimates under the 
Minister for Water Resources and Forests. 

I trust the above clarifies the transaction for your 

Yours faithfully, 

/t,/f~ 
W. GENTLE, 
Commissioner for Forests. 
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MINISTER FOR YOUTH AND COMMUNITY SERVICES, 
MINISTER FOR ABORIGINAL AFFAIRS AND 

MINISTER FOR HOUSING 

Auditor-General's Report Reference: Part I, Page 115. 

Issues examined by the Committee: 

* 

* 

Variation of statute in respect of the Child Wel'fare 
Act, 1939 as reported by the Auditor-General. 

Variation of statute in respect of the Local Government 
Act, 1919 by the Housing Commission of New South Wales 
as reported by the Auditor-General, 

Minister for Youth and Community Services' Response: 

The Minister's response is on the next page, 

Minister for Housing's Response: 

The Minister's response follows that of the Minister for 
Youth and Community Services. 

Minister for Local Government: 

After reviewing the Minister for Housing's response the 
Committee wrote to the Minister for Local Government 
recommending that an appropriate amendment to the Local 
Government Act be made. The Minister's response follows that 
of the other Ministers, 

Result of Committee's Deliberations: 

No further action is required in respect of the Child 
Welfare Act variation of Statute. 

The Committee is awaiting a further response from the 
Minister for Local Government as to the result of his 
consideration of the Committee's recommendation. 
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Mr. M. Egan, B.A.' M.P.' 
Chairman, 

ll!inis!tt fur !ontlt mtb 
<!lll11111tU1tU\! itrtncr!l 

SYDNEY 

Public Accounts Committee, 
Parliament House, 
SYDNEY. N.S.W. 2000 

Dear Mr. Egan, 

I refer to your letter of 7th November, 1983, regarding 
the Auditor General's report. 

With regard to the prescription of payments under 
Section 23 of the Child Welfare Act, 1939, I have under 
consideration a draft regulation which would prescribe 
fostering allowances, and overcome the problem which the 
Committee drew to my attention. 

I hope to resolve the matter in the near future. 

(FRANK WALKER) 
Minister for Youth 

and Community Services 
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NEW SOUTH WALES 

MINISTER FOR HOUSING 

l!J.r. M. E. Egan, B.A., M.P., 
Chairman, 
Public Accounts Committee, 
New South Wales Legislative Assembly, 
Parliament House, 
SYDNEY. 2000 

Dear Mr. Egan, 

34TH LEVEL 
GAGA CENTRE 
8 BENT STREET 
SYDNEY 2000 

I refer to your letter of 7th November, 1983, requesting 
my comments in relation to the Auditor-General's 1981/82 and 
1982/83 Reports concerning variations or suspensions of the 
provisions of statutes concerning the Housing Commission of 
New South Wales. 

Following your approach to the Commission's Chief 
Executive, Mr. V. E. Helby, concerning the variations or 
suspensions of the provisions of the Local Government Act, 
1919, as reported on page 406 of the Auditor-General's 1981/82 
Report, the Commission revised its policy for not claiming 
from rating authorities refunds of portions of rates paid on 
land acquired by the Commission that relate to the period 
after the acquisition of the land. 

As indicated to you by the Commission's Chief Executive 
in his letter of 3lst May, 1983, the Commission in adopting 
its previous policy as reported by the Auditor-General in 
his 1981/82 Report, took into account the amount of money 
involved, the administrative effort required by both the 
Housing Commission and rating authorities and existing 
Commission policy in relation to the increasing concern 
felt with regard to the adverse effects on the income of 
rating authorities in shires and municipalities in which it 
has acquired large areas of land for future development, by 
reason of the land becoming non ratable in consequence of 
the Commission's acquisition thereof. 

The Commission revised its policy towards the end of 
1982/83, where, having regard to the diseconomies in demanding 
refunds of rel~tively small amounts, and the fact that councils 
often neeued considerable persuasion that the Housing Commission 
was entitled to a refund, decided to only recover amounts in 
excess of one nundred dollars ($100.00) per transaction from 
rating authorities for refund of rates in respect of which 
the Commission has recouped from former owners, in all cases 
in which the land to which the rate recoupment relates is 
unleased. 

Under the revised policy, the minimum level will be 
reviewed annually, with each property transaction being 
reviewed individually to determine whether a rate refund 
is justified in relation to the administrative effort involved. 

This change in policy was first reported in the Auditor­
General's Report for 1982/83 and not in the 1981/82 Report 

... /2 
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as indicated in your letter. In his 1982/83 Report, the 
Auditor-General reported on Page 115 of Part 1, as follows: 

"Local Government Act, 1919 

The Housing Commission of New South Wales has 
ceased to claim from rating authorities in terms 
of Section 139(9) (a) for refund of that portion 
(if any) of rates of less than $100 paid on 
land acquired by the Commission that relates 
to the period after the date of acquisition 
of the land." 

The Commission has continued to identify and record 
refundable rates of less than $100.00 per transaction which 
are not recovered and this record is available for inspection 
by officers of the Auditor-General's Office. 

Given the present circumstances and for reasons outlined 
above, I am satisfied that the current procedures adopted 
by the Commission are rational and most practical and should 
continue to apply. 
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NEW SOVTH WALES 

MINISTER FOR LOCAL GO\/ERNMENT 

Dear Mr. Egan, 

I have received your recent letter concerning the 
Public Accounts Committee's proposal that the Local 
Government Act, 1919 be amended to conform with a policy 
adopted by the Housing Commission of N.S.W. of not 
claiming from local councils rebates of portions of 
rates paid on land acquir-ed by the Commission. 

Careful consideration is being given to the matters 
you have raised and I will write to you again shortly. 

Mr. M.R. Egan, B.A., M.P., 
Chairman, 
Public Accounts Committee, 
Parliament House, 
SYDNEY. 2000 00 

Local Government. 
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MOTOR VEHICLE REPAIR INDUSTRY COUNCIL 
AND THE MOTOR VEHICLE REPAIR DISPUTES COMMITTEE 

Auditor-General's Report Reference: Part II, Page 92, 

Issues Examined by the Committee: 

* In regard to 1983-84, does the organisation expect to 
generate a substantial operating surplus and what are 
the anticipated expenses for the year? 

* If a substantial operating surplus is expected, are 
fees charged too high? 

* Breakdown of investments and investment policy. 

Council's Response: 

The Council's response commences on the next page. 

In summary: Council did not expect a surplus 
rather a deficit of approximately $100,000 and 
will occur each year until surplus is expired, 
expenses in 1983-84 were $1,538,965. 

in 1983-84, 
that deficit 
Anticipated 

It was anticipated that there will be no fee increases prior 
to 1987. 

Investment schedule and policy provided, 

Result of Committee's Deliberations: 

Other than the Inquiry into Investment Practices of 
Statutory Authorities, no further action is required in 
respect of the 1982-83 operations. 
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e Motor Vehicle Repair Industry Council 
lOth Floor, H.C.F. House, 403 George Street, Sydney, N.S.W. 2000 
P.O. Box C366, Clarence Street, Sydney, N.S.W. 2000. Telephone: 29 3537 

Mr. M. Egan, B.A., M.P., 
Chainnan, 
Public Accounts Committee, 
Parliament House, 
SYDNEY NSW 2000. 

Our ref. VPN:TC 

Your ref. 

27th October, 1983. 

Dear Mr. I:gan, 

I refer to your correspondence of 20th October, 1983, in which 
you required that I provide certain infonnation related to the 
financial aspects of the Motor Vehicle Repair Industry Council, 
in particular, the surplus generated by the Council during the 
past three years. 

The Motor Vehicle Repair Industry Council has been established 
since June 1980, however, it did not commence collection of 
revenue until early 1981. This resulted frorn the proclamation 
of the licensing and certification provisions of the legislation 
which became effective as from 3lst March, 1981. 

In answer to your specific questions, the following is submitted 
for consideration:-

1. It is anticipated that the Motor Vehicle Repair Industry 
Council's expenses for the 1983/1984 income year will be 
$1,538,965. This is made up of:-

Operational costs 
(salaries, stores, etc.) 

Fitout - relocation to Five Dock 

Education/Research Programme 

Contingency Fund payments 

$1,118,965 

$300,000 

$100,000 

$20,000 

$1,538,965 

2. It is not anticipated that Council will generate an 
operating surplus during this financial year. In fact, 
it is projected that there will be a deficit of 
approximately $100,000 over income this financial year. 
Further, Council projects that a deficit will occur 
each year until such time as the surplus is expired • 

• • • • • 0 •••••••••• /2 
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3. Prior to the enactment of the legislation in 1980, 
consideration was given to the fees to be charged. 
This was done in conjunction with various industry 
representatives. It was considered better to charge 
a fee that was marginally higher than required so 
that in the short tenn, the fees charged could be 
retained at a reasonable level. The projection at 
that time was that there would be no increase in 
fees for a period of appl."lllXimately five years fran 
the time the licensing provisions of the Act were 
proclaimed. It is ~ow anticipated that there will 
be no increase in fee prior to 1987. 

4. Enclosed you will find a copy of our investment 
schedules as at 3lst June, 1983. The Motor Vehicle 
Repair Industry Council is bound by Section 14 of 
the Trustee Act, 1925. The period of individual 
investments are determined by the need for 
availability of funds. The selection of the 
institution with which investments are lodged 
depends on the interest rate available. However, 
consideration is given to other factors including 
those related to public interest, for example; 
investments with Building Societies has been favoured 
to some degree since certain of these Societies were 
given trustee status. The Executive Officer invests 
on the instruction of the Council and all investments 
made are endorsed by the Council prior to an invest­
ment or shortly thereafter. 

I hope that the above infonnation is satisfactory and would be pleased 
to answer any further questions that you or your Committee requires. 

Yours faithfully, 

V.P. NASH, 
Chainnan. 

Encl./ 
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AMOUNT DATE FROM 

ST. GEORGE $100,000.00 19.10.82 
BLG SOC 

ST. GEORGE 
BLG SOC 

$100,000.00 01.12.82 

N SW BLG 
soc $100,000.00 02.02.83 

ST. GEORGE 
BLG SOC 

$464,535.62 14.06.83 

ST. GEORGE $200,000.00 16.03.83 
BLG SOC 

ST. GEORGE 
BLG SOC 

$200,000.00 16.03.83 

ST. GEORGE $100,000.00 11.04.83 
BLG SOC 

N SW BLG $ 
BLG SOC 

50,000.00 14.04.83 

ST. GEORGE $200,000.00 29.04.83 
BLG SOC 

Nl'<TIONAL $200,000.00 31.05.83 
Jl'lSTRALIA 

_.,. ___________ 

v,_n~,_535.62 

CURRENT INVESTMENTS AS AT 30TH JUNE, 1983 

DATE TO NO OF DAYS INTEREST RATES 

15.07.83 269 14.50% 

29.08.83 271 14.30% 

01.08.83 180 12.60% 

14.07.83 30 15.40% 

12.09.83 180 14.00% 

12.12.83 271 13.75% 

10.10.83 182 14.10% 

AT CALL WKLY 

02.08.83 95 12.50% 

02.09.83 94 13.05% 

INTEREST 
PAYABLE 

10,686.30 

10,617.26 

6,213.70 

5,879.88 

13,808.22 

20,417.81 

7,0'.30.68 

PRIME RATE 

6,506.85 

6,721.64 

NATURE OF 
INVESTMENT 

IBD 

IBD 

IBD 

IBD 

IBD 

IBD 

IBD 

TRUSTEE 

IBD 

IBD 

PACKAGE NO. 

46 

49 

51 
I 

CX) 
lD 

52B .---l 

53 

54 

57 

55B 

58 

59 



NEW SOUTH WALES FILM CORPORATION 

Auditor-General's Report Response: Part II, Page 123. 

Issues examined by the Committee: 

* There are a number of issues being examined by the 
Committee and these include: 

The promotion of films internationally. 

Investments in the film industry and the return 
on these investments. 

Breakdown of the Corporation's term deposits. 

The liquidity position of the Corporation. 

The Corporation's entitlement to future earnings 
of scripts and projects where it has financed 
their development. 

A breakdown of the loans receivable shown in the 
Corporation's balance sheet. 

Corporation's Responses: 

The Corporation's responses have not been included in this 
report as officers of the Corporation are to be called to 
give evidence before the Committee. 

Result of Committee's Deliberations: 

Further action deferred pending officers of the Corporation 
giving evidence before the Committee. 
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NEW SOUTH WALES INSTITUTE OF TECHNOLOGY 

Auditor-General's Report Reference: Part II, Page 196. 

Issues Examined by the Committee: 

* 

* 

* 

Expenditure exceeding income by $1.3 million when 
Commonwealth grants had increased by 10.0% over the 
previous year. 

Institute providing funds to Insearch Limited and Sydney 
Educational Broadcasting Limited. 

Breakdown of investments, rate of return and investment 
policies. 

Institute's Response: 

The Institute's response commences on the next page. 

In summary: The Institute's response is quite extensive 
and outlines various reasons for expenditure exceeding 
income including increased costs (e.g. salaries, 
electricity) and contracting recurrent fund granting in real 
terms. 

Funds provided to Insearch and Sydney Educational 
Broadcasting Limited were to enable them to continue 
operations, and this is to continue until they reach 
self-sufficiency. Information requested on investments was 
provided. 

Result of Committee's Deliberations: 

Other than the Inquiry into Investment Practices of 
Statutory Authorities, no further action required in respect 
of the 1982 operations. 
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The New South Wales Institute of Technology 

4 January 1981 

Mr Michael Egan, BA, MP 
Chairman 
Public Accounts Committee 
Parliament of NSW Legislative Assembly 
Parliament House 
SYDNEY 2000 

Dear Mr Egan 

Your letter of 13 December 1983 concerning the Institute's 1982 financial 
position is acknowledged. In view of the absence of the President and the 
Bursar, I have been asked to respond on their behalf. 

The Public Accounts Committee's concern about the financial situation of 
the Institute is encouraging. The incurrance of deficits on recurrent operations 
is a direct consequence of the constrained funding arrangements for the whole tertiary 
education sector which were first introduced in 1975 and which have been 
increased since that date. Although such a policy affects the sector as 
a whole, it reacts particularly on institutions like NSWIT because of the 
high cost of the technological type courses which are offered by such organisa­
tions. The latter point appears to lack appreciation by the State co-ordinating 
body. The existance of deficits is not new nor is it the product of mis­
management at the Institute. It has been the policy of the Institute to 
report the true financial position which exists. Reference to the financial 
section of the Institute's annual reports of recent years demonstrates that 
point. 

After identifying the funding problem which exists, it is hoped that issues 
such as participation in tertiary education, the level of grant funding, 
the distribution of scarce resources etc, will predominate during your Committee's 
deliberations. Set out in the enclosed material is information on the questions 
raised. Section 1 respresents a commentary on the financial position of 
the Institute and the funding arrangements which prevail. Section 2 deals 
with the operation of Sydney Educational Broadcasting Ltd and Insearch Ltd, 
while the final section deals with the investment policies of the Institute. 

From the comments contained in Section One, it should be apparent that the 
worsening financial situation is of vital concern. A partial solution to 
the undesirable financial situation which exists is readily available and 
your Committee is in an excellent position to assist. The granting of exemp­
tions from payroll tax is a matter which has been raised on numerous occasions 
and would lower expenditure significantly. In respect of 1982, $1,268,000 
was expended on payroll tax, that fig.u.re equates the deficit incurred. 
By alleviating the burden of payroll tax, the education opportunities avail­
able in the State would be significantly enhanced. 

PO Box123 Broadway NSW2007 Telephone:20930 
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Should additional information be re~uired on the questions raised, please 
do not hesitate to contact the undersigned on 218 9363. 

Yours sincerely 

f!r /2 ~ c!.,fr lrv · 
AsrAPLES I 

( !/S:_TING BURSAR 
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SECTION ONE 

1982 RECURRENT EXPENDITURE 

The section of the 1982 report of the Auditor General which deals with the 
Institute's accounts indicates that the level of expenditure exceeded grant 
funding for that year. The magnitude of the over-expenditure needs to be 
assessed after fully appreciating the accounting treatment used. Background 
to the adjustment factors to be applied to the $1,335,602 quoted in your 
letter is contained in a later part of this section. 

The accounting approach employed in an organisation can directly influence 
the financial results of a specific period. For many years the Institute 
has reported its financial position internally using an accrual accounting 
approach. Externally, the Auditor-General prescribed a cash method up until 
1982 and subsequently adopted a modified accrual approach. Performance 
reported internally has shown the Institute incurring a deficit on recurrent 
grant funding dating back to 1977. A graphic representation of the growth 
in deficits has been prepared for our 1983 annual report and is shown in 
Appendix A. Unfortunately, the full extent of the deficits incurred since 
1977 has not been reflected in the audited accounts of the Institute due 
to the cash method of reporting used by the Auditor-General. In 1982 a 
partial catch up occurred when the Auditor-General changed his accounting 
approach, a move whole-heartedly supported by the Institute. 

Operation of the Institute at a level which results in a level of expenditure 
in excess of recurrent grant funding has been of vital concern to the Council 
of the Institute. Our annual reports from 1978 onwards contain comments 
on the unsatisfactory financial environment within which the Institute has 
been forced to operate. Each year the deficits have been quantified using 
an accrual accounting approach. During the course of each year since 1977 
expenditure has been closely monitored and the resultant deficits planned. 
The 1984 operating budget which was adopted by our Council in December 1983, 
unless modified will result in a projected deficit on grant funding of $1,400,000. 
After adopting the budget such was the concern of Councillors about the 
overall financial situation that telegrams of concern were sent to Federal 
and State Ministers for Education. 

Several· fundamental questions arise from the financial situation within 
which the Institute operates. Why are deficits incurred, what has been 
done to reduce the rate of growth in expenditure, how manageable is the 
overall financial situation and what is the effect of contracting funding 
on academic programs? 

The Institute is the only Institute of Technology in New South Wales. Courses 
available are in the technologies and Business ttudies. The student population 
in 1982 was 8,488 which equates to 5583 equivalent full time students (EFTS) 
as at 30 April. The demand for courses offered has continued to grow. 
Some examples of entry levels for courses in 1983 illustrate the point; 
Computing Science 360 and BA Communications 380. 
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In recent years recurrent grant funding has not kept pace with cost movements 
nor student demand. On the surface the increase in the recurrent grant 
was material in 1982 relative to the previous year. In reality, the bulk 
of the increase was to compensate for the full year effect of salary increases 
granted in 1981. Further, under the cost supplementation mechanism employed, 
non-salary items, which account for some 18% of expenditure, were only supple­
mented for increased costs to December 1981. During the course of 1982, 
general cost movements were significant. Some specific examples are as 
follows:-

(a) Support staff salaries increased by 16;%. 

(b) Higher salary cost flowed directly into higher on-costs, not to mention 
the effect of retention of the 1% surcharge on payroll tax beyond June. 

(c) Electricity charges increased by 82%. 

(d) Accommodation leased at Brickfield Hill was the subject of an 87% increase. 

The cost spiral experienced in 1982 exemplified many of the inadequacies 
of the cost supplementation mechanisms used. The Institute has pursued 
a more realistic approach to cost supplementation for many years without 
success. 

The deterioration of financial support for the Institute can be assessed 
in a number of ways. A common appraoch used is to adjust recurrent grants 
to a common cost level or year. Up until the advent of 'outturn pricing', 
grants could easily be adjusted to a base 1977 cost level. Using the funda­
mentals of that approach, grants can be extended forwards to yield amounts 
at a current cost level. It should be noted that the indices used are those 
prepared by the CTEC and are viewed as conservative relative to actual cost 
movements in New South Wales. Set out in Appendix Bare details of grants 
at the common base of December 1982. The figures for respective years clearly 
illustrate the decline in funding in real terms which has occurred since 
1977. When compared tothe deficits incurred in the same period, it is self­
evident that the Institute has taken significant action to reduce the cost 
of operations. 

Compounding the problem of declining financial support in real terms is 
the fact that the Institute's funded student population is below the actual 
number. The Institute's funded student population is determined by the 
New South Wales Higher Education Board. The figure is inputted to the Board's 
Recurrent Funding Formula and recurrent grant derived. For example, in 
1982 the funded student population was 5110 EFTS (5110 in 1981) compared 
to actual of 5583 EFTS (5380 in 1981) as at 30 April. In 1977 the Institute, 
at the request of the Higher Education Board, increased the student population 
in 1978 in the belief that increased funding would follow. The latter did 
not occur and the legacy of increased students carries on. 

The Recurrent Funding Formula used by the HEB to distribute the State's 
Recurrent Grant has been the subject of concern since its development in 
1979. Without going into detail, the academic component of the formula 
is based on a model of a single discipline college of 300 EFTS, compared 
to the technological, multi-discipline, 5000 EFTS Institute. 
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In other areas of funding, the Institute has been disappointed at the treatment 
received. An example of which was the distribution of the 1982 Temporary 
Development Grant, which was intended to stimulate participation in technological 
and business courses. The State's distribution is shown in Appendix C. 
Another illustration of where the Institute is not receiving the support 
believed appropriate is the current 1984 distribution of G3 supplements 
by the Board, details of which are shown in Appendix C. Many other examples 
exist and have been the subject of discussions with the HEB and CTEC. 

The Council of the Institute is continually forced to equate the benefit 
of reducing quotas thereby reducing participation in tertiary education, 
the maintenance of reasonable academic standards and continued financial 
viability. A major problem encountered is what can be loosely termed the 
fixed cost of servicing a student population of 5200 EFTS. 

The approach adopted has been to enhance educational opportunities. To achieve 
the latter the rate of growth in the cost of operations has been slowed 
and other revenue used to supplement inadequate grant funding. 

A range of cost cutting initiatives have been implemented in the period 
since 1978. The support establishment has been reduced from 558 to 485 
in the period to 1982, with a further reduction of 10 planned for 1984. 
The academic establishment has remained static. Expenditure on a wide range 
of items including direct teaching requisits have been pruned in successive 
years while others such as library acquisitions have dropped in real terms. 
The Institute is in the unfortunate position in that it cannot influence 
the rate of salaries paid to academic and support staff and has suffered 
from unavoidable cost increases such as electricity. 

The adverse effects of the constrained financial situation has direct implications 
for academic programs. Every attempt has been made to minimise the effect 
on teaching, however, the student to staff ratio has deteriorated. A reduced 
number of support staff must cope with an increased work load and less teaching 
requisits are provided. Quantification of academic standards is difficult, 
however, it is apparent that a high standard has been preserved. Staff 
of the Institute have responded to the increased demands placed upon them, 
however, there is a limit to their capabilities. 

Returning specifically to the interpretation of the accounting treatment 
employed by the Auditor-General, the deficit needs to be put in perspective. 
To gain appropriate insight to the financial position the published report 
of the Auditor-General should be read in conjunction with the 1982 audited 
accounts. 

In 1982, the Auditor-General varied the accounting approach used from cash 
to modified accrual. The first year of the new approach contains anomalies 
which should be eliminated in future years. For example, the total cash 
payments for the year include accrued items from 1981. To that figure has 
been added certain accruals for 1982 giving an inflated expenditure figure. 
The items accrued have been limited in 1982 but presumably will be expanded 
in future years. The Institute's internal reporting involves the consistant 
accrual of appropriate items. 
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Another feature of the 1982 audited summary is separation of grants for 
the current year and those of past years. In 1982 monies were received 
which relate to prior years and were excluded from income for 1982. Supplementary 
monies received amounted to $450,089 which were available for expenditure. 
The money related in part to accrued items from 1981 which were not separated 
in the expenditure figure shown. 

The overall position can be summarised as follows: 

Recurrent expenditure incurred 

Less Commonwealth grants 

1982 
Prior years received in 1982 

$26,856,000 
450,089 

DEFICIT ON RECURRENT GRANT 

Less Other Revenue 

Miscellaneous Income 
Investment Earnings 

$234,763 
885,513 

BALANCE OF RECURRENT PURPOSES ACCOUNT 

$28,426,365 

$27,306,089 

$1,120,276 

$1,120,276 

NIL 

The deficit on Recurrent Grant is not wholly attributable to 1982 in that 
it was derived after bringing to account expenditure relating to a prior 
year. With regard to the overall financial position the Institute has funded 
the shortfall in grant funding from investment earnings and miscellaneous 
income received in 1982. The net effect is a nil balance on recurrent pur­
poses account as at lst January 1983, a situation which the Institute should 
be commended for. The penalty incurred for using interest earnings to balance 
the budget is that funds are not available for enriching academic environment 
through research, improvement of a barren campus, purchase of equipment, 
finance of new initiatives, etc. 

To summarise, the size of the deficit on Recurrent Grant Funding needs to 
be considered after appreciating the implications of the accounting treatment 
used by the Auditor-General. The true financial situation is one where 
the level of recurrent expenditure has been planned and managed in order 
that it remain within the total income for the year. Based upon information 
contained in the 1982 Auditor-General's report, it appears that other institutions 
in the sector have not experienced the same degree of financial stringency 
and/or have not been prepared to supplement recurrent operations from interest 
earnings in a similar fashion to that of the Institute. In a year when 
the Government has pursued increased participation in the Technologies and 
Business Studies, the student population at the Institute has continued 
to grow. The latter has occurred against a back-drop of contracting recurrent 
grant funding in real terms and spiralling costs. 
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SECTION TWO 

FORMATION AND OPERATION OF SYDNEY EDUCATIONAL BROADCASTING LTD AND 

INSEARCH LTD 

The Institute is the principal of Insearch Ltd and joint owner of Sydney 
Educational Broadcasting Ltd (SEB). The formation, objectives and performance 
of Insearch have been the subject of a range of reviews and examinations 
extending from the Minister of Education through to the Institute's Finance 
Committee. The operation of Insearch is rather complex, accordingly the 
position of the radio station will be dealt with first. 

SYDNEY EDUCATIONAL BROADCASTING LTD 

SEB is a company limited by guarantee which was formed as a joint venture 
between the Institute and Macquarie University. The station transmits in 
FM. Since transmission commenced in October 1979, the station has made 
excellent progress in the area of educational broadcasting, something acknowledged 
by the Australian Broadcasting Tribunal. In addition to the benefits accruing 
to the Institute from general broadcasting, staff and students have direct 
access and involvement in FM broadcasting. Students undertaking media studies 
as part of the BA Communications Degree have benefitted through the prep-
aration of assignments which can be transmitted. Beyond the Institute, 
the community should have benefitted through the development of educational 
broadcasting. 

A summary of the station's operations is set out in the Auditor-General's 1982 
report. Included in the balance sheet of the company is an amount of $127,555, 
representing advances from the Institute. The advances relate to prior 
years and their inclusion in the balance sheet is due mainly to the accounting 
treatment in respect of financial support provided in past years. The support 
provided has been made available through the Institute's accumulated reserves. 
The amount of the advance can be broken up into payments covering the years 
1979 through to 1981. Set out in Table A are details of the advances. 
The money was provided as an advance, however, it could be more appropriately 
labelled as a payment for air time. Included in Table A is an indication 
of the amount of air time used by the Institute, together with the user 
pay rate which applies to external users of the station. It is clear from 
an extension of the user pay rate and the hours used that the advances are 
more than discharged. The figures exclude indirect promotional and teaching 
benefits which, although difficult to quantify, would be substantial. 

TABLE 'A' 

YEAR AIR TIME USER PAY RATE TOTAL ADVANCE 
hours $ $ $ 

1979 216 80.00 17,280 33,315 

1980 1248 100.00 124,800 44,240 

1981 1300 120.00 156,000 50,000 

$298,080 $127,555 
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Since 1981 the concept of a payment for air time has been adopted in respect 
of continuing support of the station. That approach was suggested by the 
Auditor-General in his 1981 report on the accounts of the company. The 
Institute is in the process of aligning its pre-1981 approach with that 
employed currently. The net effect of the change will be to write out of 
the books of the station the financial support provided in 1979 through 
to 1981. By virtue of the Institute's ownership of the station, should 
the financial position of the station be such that surpluses were achieved, 
the funds could easily be returned to the parent institutions. It should 
be noted that the station operates on a meagre budget, with long term self­
sufficiency predominating as opposed to the generation of profits. 

INSEARCH LTD 

A voluminous amount of material is available on the objectives and performance 
of Insearch during the short period within which it has operated. The material 
that follows has been limited to the more predominant issues relating to 
the question raised. In the main, the material has been taken from a report 
prepared by Mr R Parry, Chairman of the NSW Higher Education Board to Mr 
P Landa, the then Minister of Education. The report was prepared in April 
1980 and has been updated for events of subsequent years. 

Insearch Limited is a company limited by guarantee which was formed by the 
Institute in November 1976 to market consultancy and research services with 
a view to applying the profits therefrom to the academic processes of the 
Institute. The company has been modelled on similar companies in many 
Australian universities and colleges, its role parallels the highly successful 
Unisearch company formed by the University of New South Wales. 

Insearch operates as a vehicle for mobilising professional skills which 
staff possess and co-ordinating their involvement in projects. The Institute 
is shielded from such activities, yet by virtue of the Directorships held 
by senior staff, an overview of work undertaken is maintained. A product 
of the involvement of staff in Insearch projects is that their knowledge 
and professionalism is enhanced, which in turn is of benefit to students. 
The intangible benefits of Insearch's operation should not be overlooked. 

When the company was formed, it was done so without the provision of working 
capital, in the highly competitive sector in which it operates. It was 
always envisaged that it would take a number of years to become established. 
The company has sustained losses in years 1977 to 1981, set out in Table 
'B' are details of respective years' losses. In order to allow the company 
to continue to operate, the Institute has kept the company liquid by providing 
advances from the Institute's accumulated reserves and not recurrent grant 
funds. 

TABLE 'B' 

Summary of (Losses)/Profits incurred by Insearch Ltd 

1977 
1978 
1979 

($11,480) 
($68,252) 
(93,960) 

1980 
1981 
1982 
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Mr Parry's examination of the company included consultations with the Auditor­
General who indicated that there was nothing technically improper about 
the establishment of Insearch and that the accounts of the company were 
subject to certification by his officers. 

The major question to arise has always been the potential profitability 
of Insearch. It was originally estimated that a period of some 5 years 
would be needed for the company to become established. The decision which 
was taken following Mr Parry's review was that the company continue to operate 
and that further funds be made available to it. The decision to continue 
to support the company has been vindicated by its performance in a period 
from 1981. It should be noted that payments were made by the company of 
$48,661 in 1982 and $67,422 in 1981, to various Institute schools for equip­
ment usage and other services provided. The outlook for 1983 is that surpluses 
of the order of $3,000 will be achieved, the prospects for 1984 are brighter. 

The existance and operation of Insearch Ltd has always been a sensitive 
·area, accordingly its performance is the subject of regular reviews. The 
Board of the Company continually monitors performance and searches for improved 
returns. Regular reports are vetted by the Institute's Finance and Capital 
Works Committee and passed on to Council for consideration. 

To summarise, Insearch is an integral part of the Institute. It provides 
important intangible benefits as well as the opportunity to generate income 
at a time when more dependence is being placed on self-help to supplement 
general operation. 
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SECTION THREE 

INVESTMENTS 

The inadequacy of Recurrent Grant Funding has been described in Section 
One. Flowing from that situation is a dependence on investment earnings 
to finance the Institute's current mode of operation. The investment policy 
of the Institute has varied slightly in recent years in response to changes 
in the magnitude and flow of funds, market conditions and legislative require­
ments. The introduction of the State's Financial Institution Duty has eroded 
short term returns and induced changes in the placement of funds. The overall 
aim has been to obtain a return on every dollar with minimal direct labour 
input. 

The Institute's authority to invest funds which are surplus to day-to--day 
requirements is found in the Colleges of Advanced Education Act. Within 
that legislation there is a statement that funds may be invested, 

(a) for the time being authorised for the investment of trust funds; or 

(b) approved by the Governor upon the recommendation of the Treasurer either 
generally or in a particular case or a particular class of cases. 

The range of possible investments covered by the first category are detailed 
in the Trustee Act of NSW, as amended. The effect of being restricted to 
Trustee investments has been to limit the scope of investments and constrain 
yields. On no occasion has an approach been made for the Governor's approval 
to undertake a specific course of investment. 

Before commenting on the investment holdings of the Institute, it should 
be noted that 31 December each year represents a peak in liquidity and thus 
investments. The latter is due to the receipt of three-thirteenths of a 
future year's recurrent grant, together with advances for equipment and 
minor works during the last working week of December. The Institute's invest­
ment base fluctuates during the course of the year. The primary source 
of funds for investment is the recurrent grant which is paid bi-monthly. 
Funds are continuously turning over and in recent years the rate of turnover 
has increased. 

The Institute's investments can be broken into two general categories -
long term of which details are set out in Appendix 'D' and short term. 
It will be noted that the long term holdings were acquired several years 
ago and have not been significantly varied in recent years. The Institute's 
ability to enter into long term investments has diminshed as financial stringency 
has grown. Part of the long term investments represent securities held 
for miscellaneous trust and prize funds, together with funds set aside for 
future long service leave commitments. 

The predominant investments of the Institute are short term, that is, less 
than twelve months. As at 31 December 1982, short term investments amounted 
to some $9.1 million. During the past two years funds ·have tended to be 
placed on interest bearing deposits, primarily with the State Bank, after 
obtaining quotations from other banks and building societies. From time 
to time quotations are received from other financial institutions. In addition 
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to IBD's, an arrangement has been entered into with the State Bank whereby the 
credit balance on the Institute's current account attracts interest on a 
daily basis. The placement of funds on a short term basis is subject to 
vagaries of the market, however, in 1982 returns were substantial. The 
outlook for 1984 is not as encouraging. 

To summarise, the Institute is restricted in the scope of its investment 
activities and limited by the flow of funds available to it to the shorter 
term investments. The current approach to investing funds surplus to day-to-day 
requirements involves minimal labour input and yields a return on every 
dollar held. 
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APPENDIX I A I 

THE NEW SOlJI'H WALES INSTITUTE OF TrolNOI.OGY 

Sunrnary of Deficits on Recurrent Grant funding during the period 
1977 - 1984 based UIX)n an accrual accounting approach used for 
internal reporting. 

DEFICIT 
YEAR 'IUI'AL EXPENDIWRE RECURRENI' GRAN!' ON GRAN!' 

$'000 

1977 16,591 16,001 590 

1978 18,075 17,177 898 

1979 19,456 18,922 534 

1980 (1) 21,464 21,049 415 

1981 24,894 24,408 486 

1982 27,609 26,856 753 

1983 (2) 29,928 28,908 1,020 

1984 (3) 31,651 30,271 1,380 

N'.)TE.5: 

( 1) Grant adjusted for supplerrentation received fifteen 
nonths after the close of 1980, deficit reduced accordingly. 

(2) Figures based on interim results as at mid-Decellber 1983. 

(3) Projected position as at Decerrber 1983. 
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APPENDIX 'A' (Cont) 

THE NEW SOUTH WALES INSTITUTE OF TECHNOLOGY 

DEFICITS ON RECURRENT GRANT FUNDING 

INCURRED IN THE PERIOD 1977 - 1984 

-

-
.----

.---- -
-

1977 1978 1979 1980 1981 1982 

Definition of expenditure used includes cash payments 
and accrued amounts, which is then matched against the 
recurrent grant to yield the deficit. 

The 1983 deficit is based on interim results as at 
mid-December 1983. 

.----

-

1983 1984 

(3) 1984 is a projection as at December 1983. 
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YEAR 

1977 

1978 

1979 

1980 

198] 

1982 

APPENDIX 'BI 

THE NEW SOU'IH WALES INSTITUTE OF TEOillOIJJGY 

cx:MPARISON OF AmUSTED RECURRENT GRANT INCCME 1977 - 1982 

(USING 1977 'IDTAL $'E.F.T.S. AS BASE) 

FUNDED DECT,INE IN AnJUSTED ACTUAL 
S'IUDENT AVERAGE ADJUSTED RFAL FUNDING GRANT GRANT 
NUMBERS $/EFTS $/EFIS $/EFTS $'000 $'000 

4,260 3, 756 16,001 16,001 

4,585 3, 746 3,847 101 17,639 17 ,177 

4,930 3,838 4,100 262 20,213 18,922 

5,082 4,142 4,516 374 22,950 21, 04'9 

5,110 4,777 5,224 447 26,695 24,408 

5,110 5,254 5,677 422 29,009 26,850 

NOTES: 

(1) Adjustment factor used for respective 
years derived from CTEC indicies. The 
factor does not recognise state salary 
increases and only compensates non-salary 
items to December of the previous year, 
accordingly it is regarded as conservative. 

(2) The use of actual student numbers in respect 
of 1981 and 1982 would yield a further decline 
in support. 
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DOCLINE IN 
REAL FUNDING 
$'000 

462 

1,291 

1,901 

2,287 

2,159 



DISTRIBUTION OF 1982 

TEMPORARY DEVELOPMENT GRANT 

Cumberland College of Health Sciences 
Hawkesbury Agricultural College 
Kuring-gai College of Advanced 
Education 

Mitchell College of Advanced Education 
Nepean College of Advanced Education 
Northern Rivers College of Advanced 
Education 

Orange Agricultural College 
Riverina College of Advanced Education 
Sydney College of the Arts 
Milperra College of Advanced Education 
The NSW Institute of Technology 

1984 DISTRIBUTION OF G3 SUPPLEMENTS 

Catholic College 
Cumberland College of Health Sciences 
Hawkesbury Agricultural College 
Kuring-gai College of Advanced 

Education 
MacArthur Institute of Higher Education 
Mitchell College of Advanced Education 
Nepean College of Advanced Education 
NSW Cons 
Northern Rivers College of Advanced 
Education 

Orange Agricultural College 
Riverina College of Advanced Education 
Sydney College of Advanced Education 
Sydney College of the Arts 
NSW Institute of Technology 
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$ 

101,000 
92,000 

87,000 
188,000 
306,000 

76,000 
51,000 

107,000 
61,000 
87,000 

138,000 

$1,294,000 

112, OOO 

35,000 

147,000 
200,000 
119,000 
200,000 

81,000 
20,000 

260,000 
290,000 

$1,464,000 



LONG TERM INVESTMENTS OF THE INSTITUTE AS AT 31 DECEMBER 

(a) Commonwealth Developments Bank of Australia -
Transferable Deposits (face value $400,000) 
Purchased 2.4.79 Maturity 30.6.83 9.7% 

(b) Australian Resources Development Bank Ltd 
Transferable Deposits (face value $1,000,000) 
Purchased 18.9.78 Maturity 30.9.88 9.7% 

( c) 

( d) 

Dept of Main Roads, 
Inscribed Stock 
Purchased 29.9.81 

Metropolitan Water 
Inscribed Stock 
Purchased 
$10,000 
$30,000 

$7,500 

16.1. 78 
18.10.78 
10.10. 78 

NSW -

Maturity 

Sewerage & 

Maturity 

1.10.85 

Drainage 

1.10.92 
1.10.88 
1.10.88 

(e) Electricity Commission of NSW -
Inscribed Stock 
Purchased 1.1.77 Maturity 1.11.90 

(f) Commonwealth Government Bond -
Purchased 26.7.78 Maturity 15.9.85 

15.5% 

Board -

10.9% 
9.4% 
9.4% 

10.4% 

5.0% 

1982 
$ 

416,696 

996,557 

150,000 

47,500 

2,000 

240 

$1,612,993 

APPENDIX 'D' 

NOTE: INFORMATION ADAPTED FROM THE 1982 AUDITED ACCOUNTS OF THE INSTITUTE 
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NEW SOUTH WALES RETIREMENT BOARD 

(Now part of the Public Authorities Superannuation Board) 

Auditor-General's Report Reference: Part II, Page 314. 

Issues examined by the Committee: 

* A breakdown of investments held at 30 June, 1983. 

* Rate of return of investments held. 

* The Board's investment policy. 

Board's Response: 

The Board provided the investment information but the 
response has not been included in this report as the 
Committee's Investment Inquiry is still in progress. 

Result of Committee's Deliberations: 

Inquiry into Investment Practices of Statutory Authorities 
is currently being conducted and will be the subject of a 
separate report when finalised. 
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NEW SOUTH WALES STATE CANCER COUNCIL 

Auditor-General's Report Reference: Part II, Page 105. 

Issues examined by the Committee: 

* 

* 

* 

* 

* 

* 

* 

The Council's estimated expenditure for the year ended 
30 June, 1984. 

The anticipated operating result for the year ended 30 
June, 1984. 

Justification for giving research grants to the 
University of Sydney for cancer research when the 
University's Cancer Research Fund is generating an 
operating surplus. 

A breakdown of the $2 million in donations and bequests 
received in 1982-83. 

Justification for continued State grants. 

Details of all investments held at 30 June, 1983. 

Employment of the Director of the Centenary Institute 
of Cancer Medicine and Cell Biology. 

Council's Responses: 

The Council's responses commence on the next page. 

In summary: The estimated expenditure of the Council in 
1983-84 was $4,213,394 and an operating deficit was 
anticipated for 1983-84. Cancer research grants are given 
to individual researchers where the project has been judged 
scientifically meritorious. State grant in 1982-83 
represented 7.26% of total income. This grant has remained 
unchanged for 5 years. Investment details were provided. 

Result of Committee Deliberations: 

Further action has been deferred pending the Committee's 
review of the 1983-84 Auditor-General's report. Inquiry into 
Investment Practices of Statutory Authorities is currently 
being conducted. 
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THE NEW SOUTH WALES STATE CANCER COUNCIL 
Caneer Information, Welfare Special Unit for Investigation 

& Administrative Services 
3 rd Floor, Challis House 

& Treatment 
Prince of Wales Hospital 

10 Martin Place, Sydney, 2000 
GPO Box 7070, Sydney NSW 2001 
Cables: Cancer Sydney 

High Street, Randwick, N.S.W. 2031 
Telephone: (02) 399 0111 

Telephone: (02) 233-2300 

14th December, 1983 
Research 
Education 
Treatme111 

Mr. Michael Egan, BA, MP, 
Chairman, 
Public Accounts CollDllittee, 
Parliament of New South Wales, 
Legislative Assembly, 
Parliament House, 
SYDNEY, N.S.W. 2000 

Dear Mr. Egan, 

In reply to your letter of 20th October, 1983 the New 
South Wales State Cancer Council is pleased to supply 
the following information on its activities as requested: 

1. Estimated expenditure for the year ending 30th June, 
1984 

Operating 

Capital 

$3 689 144 

524 250 

$4 213 394 

See Annexure "A" attached for details. 

2. An operating deficit of $728, 351 is anticipated for the 
year ending 30th June, 1984 which is more than covered 
by unexpended bequests received by the Council during 
the year ended 30th June, 1983. 

Further capital expenditure of $524,250 is also planned 
making a total expenditure excess of $1,252,601 above 
the estimated income which includes the annual Government 
grant of $250,000. 

One major undertaking the Cancer Council is committed to, 
both philosophically and financially, is the establishment 
of a cancer institute in New South Wales. This year, as 
your Committee is no doubt aware, the Federal and State 
Governments have jointly financed a feasibility study on 
the establishment of the Centenary Institute of Cancer 
Medicine and Cell Biology in the grounds of the University 
of Sydney. The Minister for Health has announced that 
funds for such an establishment should be channelled 
through the State Cancer Council and is looking to the 
Council to assist this project financially. To this end, 
and specifically to support the establishment of an 
epidemiological facility in the Institute by funding the 

A major sponsor of the Australian Cancer Society. 
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recruitment costs of such a facility and by contributing 
$500,000 to the building costs of the Institute, the 
Council has set up a Centenary Institute Support Fund 
and will transfer to that fund progressively the capital 
and recurrent costs earmarked for the support of the 
proposed epidemiological facility. From lst July, 1984 
and for a period of five years it will supplement such 
transfers by an additional $150,000 per annum designed 
to fund the salary of the Director of the Institute 
during the first 5 years of the~term of his appointment. 

3. Research grant applications are called for in July each 
year for funding by the Council. Each application is 
reviewed by two external referees and further assessed 
by Council's Research Grants Committee which consists 
of eminent scientists and medical practitioners. A 
grant is awarded to an individual researcher where the 
project has been judged scientifically meritorious. 
The award is not made to an institution although the 
sum granted is in fact passed to the institution for 
administration of the grant - as is done by other 
granting bodies. The Cancer Council does not feel it 
is in a position to comment on the University of Sydney 
Cancer Research Fund 1 s operating surplus. 

4. Bequests received for the year ending 
30th June, 1983 

Donations and Memorial Wreaths 

$1 745 068 

312 609 

$2 057 677 

5. The Government grant and income from investments 
representing 7.26% and 30.03% respectively of total 
income for the year ending 30th June, 1983 are the 
only assured sources of income that Council has to 
assist implement its research, educational and welfare 
programmes. 

It will be appreciated that bequests representing 50.56% 
of the 1983 total income are entirely unpredictable, both 
as to amount and time. 

Having regard to the fact that the Council was established 
by an Act of the New South Wales Parliament and that in 
terms of that Act, which governs the Council 1 s activities, 
all members of the Council are appointed by the Government 
it is felt that the Government 1 s grant support for the 
work of the Council is relatively slight. Indeed, it 
has remained unchanged for the past 5 years and could, I 
believe, properly be increased substantially. 

Every $1 of revenue is of course vital to achieving the 
objectives of the Council. 
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6. See Annexure "B". 

7. See Annexure "C". 

8. It is the Council's view that it is essential to build 
a sound investment base in order to generate sufficient 
income to cover at least one-third of Council's annual 
requirements. Continuity in Council's research, 
educational and welfare programmes and services to at 
least this extent is considered a necessity. 

The maintenance of strong liquid resources with additions 
from time to time to counter any erosion by inflation is 
consi.dered prudent financial management. A reserve of 
this nature provides both a buffer against revenue down­
turn and the funding of unforeseen special projects which 
may need financing at short notice. 

Estimated average monthly expenditure for the year ending 
30th June, 1984 is covered by current liquid reserves 
5.6 times. This is considered reasonably satisfactory 
and is a position we wish at least to maintain. 

Kindly advise me if the Council's officers can be of further 
assistance to you. 

Yours sincerely, 
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Mr. Bob Carr, M.P., 
Chairman, 

CANCER COUNCIL 

Public Accounts Committee, 
Parliament of New South Wales, 
Legislative Assembly, 
Parliament House, 
SYDNEY, 2000. 

Dear Mr. Carr, 

June 5, 1984 

Re: Cancer Council Support for the -Director of the 
Proposed Centenary Institute of Cancer Medicine 

and Cell Biology 

The Cancer Council, in its deliberations on the type of support 
considered to be of paramount importance for the success of 
the Institute, agreed that the ability of the Institute to 
attract a Director of international standing was a fundamental 
requirement. 

Accordingly, $150,000 per annum for five years was allocated to 
cover the costs of the "office" of the Director. It represents 
the estimated amount for the actual salary and ancillary costs 
of the appointee, including possible relocation expenses and 
overheads, and also allows for the recruitment of an assistant. 
It cannot be anticipated what personnel support would be required 
at the moment, but it may be that the Director would wish to 
carry out personal research and for this would require the 
services of a research assistant; on the other hand, the Director 
may wish to employ a Personal Assistant. 

As your Committee will appreciate, the prime objective in 
allocating such a sum was to build into the position flexibility 
to ensure that there would be no impediment to the appointment 
of a first-class Director. 

Yours sincerely, 

[.i~~ 
K. w.~el 
Chairman 

Cancer Education,Information & Administrative Services. 
:lrd Floor. Cl,allis House, 10 Martin Place, Sydney 2000. GPO Box 7070, Sydney, NSW 2001. 

Cables: Cancer Sydney. Telex: 71036. Telephone: (021233 2300. 

A major sponsor of t!ie 19-,S alian Cancer Society. 
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PARLIAMENTARY CONTRIBUTORY SUPERANNUATION FUND 

Auditor-General's Report Reference: Part II, Page 331. 

Issues examined by the Committee: 

* The breakdown of investments held as at 31 March, 1983. 

* The rate of return on investments held. 

* The investment policy of the fund's trustees. 

Custodian Trustee's Response: 

The Custodian Trustee has provided the investment 
information but the response is not included in this report 
as the Committee's Investments Inquiry is still in 
progress. 

Result of Committee's Deliberations: 

Inquiry into Investment Practices of Statutory Authorities 
is currently being conducted and will be the subject of a 
separate report when finalised. 
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PREMIER'S DEPARTMENT 

Auditor-General's Report Reference: Part I, Page 61. 

Issues examined by the Committee: 

* In regard to expenditure on Special Assistance to 
Industries the basis for each of the payments made in 
1982-83 and the policy framework within which they have 
arisen. 

Department's Response: 

The Department's response is on the next page. 

Committee's further inquiries: 

Following review of the Department's response the Committee 
sought information as to why specifically each company had 
qualified for assistance in 1982-83. 

Department's Response: 

The Department's second response follows its initial 
response. 

In summary: The Department advised that. decisions about such 
payments constitute development of government policy and 
are outside the Committee's jurisdiction. 

Result of Committee's Deliberations: 

As the Committee was not questioning government policy but 
rather asking what the policy was to ascertain how 
effectively the Department was implementing the policy and 
indeed whether the payments to companies in 1982-83 fell 
within the guidelines of government policy, the Committee 
was acting within its power in asking about the payments 
to companies in 1982-83. Further action deferred pending 
the Committee's review of the 1983-84 Auditor-General's 
report. 

- 199 -



STATE OFFICE BLOCK. tlACQUARIE STREET, SYDNEY, N.S.W. 2000 

Premier's Department 

Dear Mr. Egan, 

I refer to your letter of 20th October, 1983 in which 
the Public Accounts Committee seeks information with regard 
to Special Assistance to Industries payments made by this 
Department. 

The details of these payments and their general 
rationale are shown in the Annual Report of the Auditor 
General. 

Special assistance is provided only under 
exceptional circumstances and where no alternative form 
of government assistance is appropriate. Expenditure 
under this appropriation has been modest and in response 
to specific problems. Expenditure in recent years has 
been as follows: 

1983-84 
1982-83 
1981-82 
1980-81 

$1,500,000 (estimate) 
$ 291,258 
$ 234,573 
$2,694,632 

Assistance is provided in the form of loans and grants 
to encourage the maintenance and expansion of industries in 
N.S.W. Key industries with important employment consequences 
have been recipients. Assistance is limited to those 
situations where special circumstances justify Government 
assistance but where the eligibility criteria for assistance 
under other government programmes are not satisfied. 

I trust this information will assist the Public 
Accounts Corrunittee in its considerations. 

Mr. M. Egan, B.A., M.P., 
Chairman, 
Public Accounts Committee, 
Parliament of New South Wales, 
Legislative Assembly, 
Parliament House, 
SYDNEY. 
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PREMIER'S DEPARTMENT 
NEW SOUTH WALES 

TELEPHONE: (02) 2 0576 STATE OFFICE BLOCK 
MACQUARIE STREET 
SYDNEY, N.S.W, 2000 

TELEX: AA21269 

TELEGRAPHIC ADDRESS: MANIPRETE 

Dear Mr. Carr, 

I refer to your further letter of 16 May, 1984, 
concerning payments by way of Special Assistance to 
Industries made by this Department. 

I am advised that decisions about such payments 
constitute development of policy, and in the light of 
the Crown Solicitor's advice on the Committee's questionnaire 
to Departments, they are outside the Committee's jurisdiction. 

Mr. B. Carr, M.P., 
Chairman, 
Public Accounts Committee, 
Parliament House, 
Macquarie Street, 
SYDNEY. N.S.W. 2000 

Yours faithfully, 

Secretary 
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PUBLIC TRUSTEE 

Auditor-General's Report Reference: Part II, Page 102. 

Issues Examined by the Committee: 

* Unclaimed moneys in intestate estates held by the 
Public Trustee. 

* Breakdown of investments and investment policy. 

Public Trustee's Response: 

The Public Trustee's response commences on the next page. 

In summary: The practical consequence of current 
legislation is that all funds unclaimed after 6 years are 
payable to the Treasury, some to the Consolidated Fund and 
others to Special Deposits. A proposal for statutory 
amendments relating to unclaimed monies has been the subject 
of Ministerial correspondence between the Attorney-General 
and the Treasury. 

Requested investment information was provided. 

Result of Committee's Deliberations: 

Other than the Inquiry into Investment Practices of 
Statutory Authorities, no further action required in respect 
of the 1982-83 operations. 
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The Chairman, 
Public Accounts Committee, 
Parliament House, 
SYDNEY. N. S .W. 2000 

Dear Sir, 

Public Trust Office 
19 O'Connell Street, Sydney 
Postal Address: 
Box 7, G.P.O., Sydney 
N.S.W. 2001 DX.1367 

In your reply please quote estate and 

Our reference: WJD. CC 

Your reference: AG 83/26. 

Off,ce Hours Telephone: 2 0523 or 
·~'"'"•pm 24007 SO 

13th December, 1983. 

Your letter of 28th November, 1983 deals with two topics; 

(a) Unclaimed Moneys 
Any action about unclaimed moneys is not an initiative 

of this Office and I would respectfully point out that the Auditor-General 
does not refer to any failing of this Office in that area. 

The proposal for statutory amendments relating to unclaimed 
money has been the subject of correspondence at Ministerial level between the 
Attorney-General and the Treasury. 

The statutory obligations of this Office in dealing with 
unclaimed money are set out under the new Unclaimed Money Act 1982 and 
Section 53 of the Public Trustee Act. 

For your convenience I have photocopied the relevant 
provisions and enclose them with this letter. 

Under the Unclaimed Money Act any moneys unclaimed for 
6 years must be paid to the Treasury, these moneys form part of Consolidated 
Fund. 

Under Section 53, Public Trustee Act particular funds, 
that is, those relating to unclaimed intestate estate entitlements, are, 
after a set period, payable to the Treasury into a special deposit account. 

The Unclaimed Money Act specifically retained provisions 
in other statutes that related to unclaimed money and did not release into 
Consolidated Fund the special deposit funds held by the Treasury under 
Section 53 of the Public Trustee Act. 

The practical consequences of the two Section are that 
all funds unclaimed after 6 years are payable to the Treasury, some directly 
into Consolidated Fund, others into a special deposit account. 

(b) Investments 
All funds received by the Public Trustee in pursuance of 

his functions under the Public Trustee Act form part of the Common Fund 
created by that Act and the investment of those funds is regulated by law 
and limited to authorised trustee investments. 

Those investments are in fixed mortgages on real estate 
in New South Wales, investment in Semi-government and Local Government bodies, 
Commonwealth Stock, transferable deposits in certain banks, interest bearing 
deposits with banks and certain building societies, public utilities which 
are Government guaranteed and in the short term money market. 

• "" /2. 
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The proportion of funds in those investments varies with 
the interest rates which apply from time to time and opportunities to place 
funds, especially mortgage investments. 

There has always been investment in Semi-government and 
Local Government l:'oans and recently in New South Wales in the Treasury 
Corporation as a deliberate policy of support for those authorities of this 
State. 

Mortgage investments are limited generally to 55% of an 
independent valuation, although the Trustee Act allows a limit up to 66 2/3% 
of such valuation. The mortgage is for a fixed term, and current policy 
sets that term at 3 years, although earlier investments have been over five 
year periods. 

Funds awaiting investment or required for day to day cash 
commitments are placed on interest bearing deposits or the short term money 
market. 

Income earned by the Common Fund is applied firstly in 
meeting any costs of running the Office and not covered by Office revenue, 
setting aside reserves and in allowing interest on Trust funds forming part 
of the Common Fund. The various categories of Trust funds are presently 
credited with interest at rates ranging from 17% p.a. to 11% p.a. 

by: 
Common Fund investments at 30th June, 1983 were represented 

Loans secured by mortgage 

Semi-government/Local Government Loans) 
Banks - Transferable Deposits ) 

Commonwealth Stock 

Short Term Investments 

$95,082,610 

$85,357,325 

$1,400,000 

$11,800,000 

$193,639,935 

The difference represents specific estate investments of 
$6,200,000 and funds held on deposit at Treasury $4,600,000. 

I should mention that both.the interest rate which is 
allowed on funds and the investments of the Common Fund moneys are regularly 
reviewed. 

Yours faithfully, 

W.J. Darwen 
Public Trustee 
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RENTAL BOND BOARD 

Auditor-General's Report Reference: Part II, Page 232. 

Issues Examined by the Committee: 

* The Board's $9.7 million surplus in 1982-83. 

* 

* 

The Board's holding of $2.9 million in cash at 30 June, 
1983, an increase of 524.8% 

Investment policy. 

Board's Response: 

The Board's response commences on the next page. 

In summary: One of the Board's objectives is to generate 
funds from investment of rental bonds to cover expenses and 
provide funds (namely the surplus) for tenant services and 
housing. The surplus was applied to low interest housing 
for low income families. 

The increase in cash holdings was due to $1.4 million 
increase in house purchase deposits and also $1.4 million 
trust fund investments which matured on 30 June, 1983 being 
held overnight. 

Details of the Board's investment policy were provided. 

Result of Committee's Deliberations: 

Other than the Inquiry into Investment Practices of 
Statutory Authorities, no further action required in respect 
of the 1982-83 operations. 
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The Chairman 
Public Accounts Committee 
Parliament House, 
SYDNEY 2000 N.S.W. 

Dear Sir, 

New South Wales Government 

Rental Bond Board 
12th Floor 
1 Oxford Street 
Darlinghurst 2010 

Document Exchange No .. 
Rental Bond DX22 

Our reference: 

Your reference: 

RGB/GT 

Telephone: (02) 266 8299 
266 8111 

15th February, 1984 

I refer to your letter of 14th December, 1983 seeking 
comments from the Board on the matters contained in the 
1982-83 Report of the New South Wales Auditor General. 

As discussed with Mr. Frank Sartor of the office of the 
Committee, the Board's Annual Report for the year ended 
30th June, 1983 contains comprehensive information on the 
matters raised in your letter. In order to assist the 
Committee to fully understand the operations and objectives 
of the Board, a reply has been held pending delivery of the 
published Report from the printers. I have attached four 
copies of the Report. In addition, the following comments 
are provided on the matters raised in your letter. 

l. 'The reason for the $9,662,000 surplus as stated in 
the Board's Income and Expenditure Account on page 232.' 

One of the objectives of the Rental Bond Board is to 
generate funds from the investment of rental bonds to 
cover its operating expenses and to apply funds (namely 
the surplus) for tenant services and housing. The surplus 
of $9,662,000 for the year ended 30th June, 1983 was the 
amount applied to low interest hqusing loans for low 
income families. Details of the Board's housing programme 
are outlined on pp 17-19 of the Report. The application 
of these funds can be seen in the figures relating to the 
"Rental Bond Interest Account" on page 31. 

2. 'The reason for the Board's holding $2,863,000 in cash.' 

The amount of $2,863,000 represents a cash float held in 
the Board of $2,000 and interest bearing current accounts 
with the State Bank. 

The increased level of cash shown in the Balance Sheet at 
30th June, 1983 compared to the amount at 30th June, 1982 
was due to an increase of $1.4 million in home purchase 
deposits held in trust by the Board. The deposits are 
held on current account due to the short term of the 
deposits and fluctuations in the balance of the account. 

A further contributing factor was that $1.4 million of 
trust funds were invested on lst July, 1983. These funds 
arose from investments which had matured the previous 
day and were held overnight in the Rental Bond Interest 
Bearing Trust Account. 

• •• 2 
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3. 'A statement of the investment policies being pursued 
by the Board and how investments are chosen within the 
parameters of the legislation.' 

The Board's funds are mainly comprised of two accounts, 
namely 'The Rental Bond Account' (a trust account for 
bonds held) and 'Rental Bond Interest Account' (earnings 
on investments). Details of the investment portfolio for 
each account are contained on pp 30 and 31 of the Annual 
Report. 

The Board has endeavoured to maximise its return on the 
Rental Bond Account to provide funds for the Rental 
Advisory Service and the Project Housing Scheme. It has 
also given preference to investments which could be 
housing related. e.g. water, sewerage, electricity and 
council roads. During 1982-83 emphasis was given to 
State Housing Schemes. 

The Rental Bond Interest Account is used to cover the 
Board's operating expenses and the cost of administering 
the Rental Advisory Service (Refer to Revenue Account on 
page 33). The balance of the funds generated is, at the 
Government's direction, invested in low cost housing 
through co-operative housing societies or invested in 
short term securities pending settlement on approved housing. 

Please do not hesitate to contact me if the Committee requires 
further information. However, I believe the Committee will find 
the Board's Annual Report both interesting and informative. 
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STATE BANK OF NEW SOOTH WALES 
in respect of loans to statutory authorities 

Issue examined by the Committee: 

* Outstanding loans to statutory authorities as at 30 
June, 1983 and the borrowing rate applicable to each 
of these loans. 

Bank's Response: 

The Bank has provided the information requested but the 
Bank's response has not been included in this report as the 
information provided is being considered in conjunction with 
the Committee's Investment Inquiry. 

Result of Committee's Deliberations: 

Inquiry into Investment Practices of Statutory Authorities 
is currently being conducted and will be the subject of a 
separate report when finalised. 

-m-



- 212 -



STATE SUPERANNUATION BOARD 

Auditor-General's Report Reference: Part II, Page 311, 

Issues examined by the Committee: 

* 

* 

* 

* 

The breakdown of the current assets as shown in the 
Board's balance sheet, 

The breakdown of the fixed assets of $483,000 as shown 
in the Board's balance sheet. 

The breakdown of the investments held by the Board and 
the rate of return on these investments. 

The Board's investment policy. 

Board's Response: 

The Board's response commences on the next page. 

In summary: The Board generally referred the Committee to 
its annual report which had been published after the 
Auditor-General's report and gave details of the information 
sought by the Committee. 

Result of Committee's Deliberations: 

Other than the Inquiry into Investment Practices of 
Statutory Authorities no further action is required in 
respect of the 1982-83 operations, 
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!/!alb y~ 28aad 
37 York Street, Sydney 

Telephone: 238 1555 

Telegraphic address: TEAK 

DX: 10152 Syd-Stock Exch. 

Postal Address: 

Box 4003, G.P.O. Sydney 2001 

In your reply please quote 

23rd December, 1983 

M.R. Egan, Esq., B.A., M.P., 
Chairman, 
Public Accounts Committee, 
New South Wales Legislative Assembly, 
Parliament House, 
SYDNEY. N.S.W. 2000 

Dear Mr. Egan, 

I have your letter of 14th December, 1983 (reference Ag83/53}, in 
which you seek further information in regard to the Board's accounts for 
the year ended 30th June, 1983, following your examination of the 1982/83 
Report of the New South Wales Auditor General. 

Most of the information now sought has been published in the 
Board's Annual Report, six copies of which are enclosed. As you will 
appreciate, the accounts of the Board as given in the Auditor General's 
Report to Parliament (Part II, page 311) were based on provisional figures 
with the result that two of the figures referenced in your letter varied 
to a minor degree from those appearing in the published accounts. 

Your request for further information is dealt with specifically 
hereunder: 

1. For a breakdown of the current assets shown in the Balance Sheet 
as at 30th June, 1983, refer to the Balance Sheet at page 6 of 
the Report and to Note 18 to the Accounts at page 10. 

Individual debtor amounts, in total $22,119,000, are 
itemised in Note 18. 

Accrued investment income, in total $36,546,000, is income 
accrued in respect of certain investments as at 30th June but not 
due for payment as at that date. These investments, 
principally, are debt investments in areas such as semi and local 
government loans, debentures, letters of credit, etc. The 
amount of $36,546,000 is a net figure, gross accruals being 
$42,048,000 with advance payments of interest not accruing 
until subsequent to 30th June amounting to $5,502,000. 

2. For a breakdown of the fixed assets of $483,000, refer to Note 17 
to the Accounts at page 10 of the Report. 

3. For a detailed breakdown of the investments of the Board and the 
rates of return earned in each area of investment, refer to the 
Balance Sheet at page 6 of the Report and to Notes 8 to 16 to the 
Accounts at pages 8 and 9. 

A ten-year graph, showing the long-term movement in the 
average earning rate of the Fund and of average earning rates in 
the major areas of the Board's investment, is shown at page 20 of 
the Report. 

The actual income derived from each area of investment is 
stated in Note 2 to the Accounts at page 7 of the Report. 
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4. The Board's overall investment policy is to optimise the return 
on funds invested, consistent with sound investment practice and 
subject to such limitations on power as are imposed by the 
specific provisions of the Superannuation Act, 1916, which 
provide the authority for the investment of the Fund by the 
Board. Comment in regard to the Board's investment policy as 
reflected in current investment action occurs throughout pages 13 
to 19 of the Report. 

If you would like to have further copies of the Annual Report or 
other information in regard to the Board's financial operations, please let 
me know. 

Yours sincerely, 

~ 
/ 

G. Bunbury 
President 
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SYDNEY COLLEGE OF ADVANCED EDUCATION 

Auditor-General's Report Reference: Part II, Page 211. 

Issues Examined by the Committee: 

* 

* 

The $5,751,440 owed as represented by creditors and 
accruals as shown in the Financial Position Statement. 

Breakdown of investments, rate of return and investment 
policy. 

College's Response: 

The College's response commences on the next page. 

In summary: The major item of the creditors and accruals 
was the Commonwealth Government 1983 Grant received in 1982 
($5,343,000). 

Information requested on investments was provided. 

Result of Committee's Deliberations: 

Other than the Inquiry into Investment Practices of 
Statutory Authorities, no further action is required in 
respect of the 1982 operations. 
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P.O. Box 129, Newtown. N.S.W. 2042. 
Telephone (02) 660 2855 

fydncty College of Advancctd E'ducation 
llth January, 1984. 

Mr. Michael Egan, B.A. M.P., 
Chairman, 
Public Accounts Committee, 
Parliament House, 
SYDNEY. N.S.W. 2000 

Dear Mr. Egan, 

I refer to your letter dated 14th December, 1983 requesting information on 
the accounts of Sydney College of Advanced Education for the year ended 3lst 
December, 1982. 

The following information is supplied:-

1. Creditors and Accrued Expenses Consist of:-

Commonwealth Government 1983 Grant 
Received 1982 

Accruals 

1982 Salaries 
Employer Superannuation Contributions 
(Increase on Administrative and Clerical 
Agreement accrued paid January, 1983) 
Payroll Tax 
(Increase on Administrative and Clerical 
Agreement accrued paid January, 1983) 
Contract Cleaning 
Fees for Services Rendered 

$ 

78, 774 
2,086 

4, 726 

4,960 
256 

Payments to Teachers for Practice Teaching 13,878 
Advertising 16,720 
Books, Periodicals etc. 66,540 
Building & Maintenance 95,911 
Freight & Cartage 684 
Heat & Lighting 27,700 
Minor Expenses 2,341 
Stores, Stationery etc. 69,546 
Suspense Collections 24,318 

- 218 -

5,343,000 

408,440 
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Because of the modified accrual method of accounting adopted by the 
Auditor Gener~, the 1982 financial position statement shows the 1983 
Commonwealth Grant received in December, 1982 as a creditor. This 
ensures that the figures shown in the 1982 statement refer only to 1982. 

2. Investments held as at 3lst December, 1982. 

Institution 

National Australia 
Bank Ltd. 

Interest 
Bearing 
Deposits 

St. George Term 

Building Society Ltd. Deposits 
(Note 1) 

St. George 
Building Society 

Capel Court 
Securities Ltd. 

Commonwealth 
Government 

National 
Australia 
Bank Ltd. 

Westpac 

Ltd. 
24 hour 
call 

11.00 a.m. 
call 

Austral-
ian 
Savings 
Bonds 

Savings 
Account 
Savings 
Investment 
Account 

Savings 
Account 

Reference Principal 

12080 400,000.00 
12340 700,000.00 
12357 77,750.00 
12450 200,000.00 
12284 200,000.00 
12324 120,000.00 

$1,697,750.00 

500,000.00 

1,500,000.00 
1,000,000.00 
1,500,000.00 
l,000,000.00 

$5,500,000.00 

Flexi- $ 137,000.00 
Rate 
Author- $ 610,000.00 
ised 
Money 
Market 

Series 200.00 
8 
Series 160.00 
4 

$ 360.00 

30065 1149 630.91 

31223 7444 2,008.05 

$ 2,638.96 

12628 388.31 

$ 388.31 
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5.40 

5.40 

5.00 

11.00 
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Institution Type Reference Principal Interest Rate 

Commonwealth Savings 5000489 7,216.40 11.00 
Savings Investment 
Bank Account 

Savings 5471 2,805.43 5.00 
Account 

10,021.83 

12471 200,000.00 13.50 
National Interest 12502 (pt) 201,945.46 13.50 
Australia Bearing 12370 69,164.58 13.50 
Bank Ltd. Deposits 12361 210,000.00 13.60 

12444 620,000.00 13.50 
11025 80,000.00 14.50 
11832 60,000.00 14.50 
12422 100,000.00 14.50 

$1 , 541 , 110. 04 

St. George 24 hour Flexi- 171,139.94 13 .30 
Building Society call Rate 
Ltd. 

Capel Court 11.00 a.m. Author- 200,000.00 9.00 
Securities Ltd. call ised 

Money 
Market 

Commonwealth In- 15.02.87 400.00 10 .-'.O 
Government scribed 15.02.87 80.00 

stock 15.02.87 400.00 _;_1..;. ) 

(Note 2) 15.02.82 0 200.00 5.30 
(Note 2) 15.02.82 0 100.00 5.30 

15.05.90 200.00 5.40 
15.10.84 200.00 5.00 
15.05.85 200.00 5.25 
15.11.87 200.00 5.25 
15.07.88 300.00 5.25 
15.05.90 400.00 5.40 
15.05.90 2L,O. 00 5.40 
15.05.90 1co.oo 5.40 
15.05.90 ~~0.00 5.40 
15.07.05 80.00 6.00 

Public Trustee In- 15.05.84 300.00 
scribed 
stock 3,620.00 

National Interest 12502 (pt) 597.00 13.50 
Australia Bearing 1121 450.00 11 .25 
Bank Ltd. Deposits 11900 168.42 11.00 

1,215.42 
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Institution Type Reference Principal Interest Rate 

National Interest 12472 185,000.00 14.00 
Australia Bearing 12443 445,330.81 13.75 
Bank Ltd Deposits 12371 5, 700.00 13.50 

12379 54,489.00 13.25 

$ 690,520.02 

Commonwealth Australian Series 18 15,500.00 11. 50 
Government 

Westpac 

Note 1 

Note 2 

* Note 3 

Savings Bonds Series 15 18,000.00 9.25 

33,500.00 

Interest 431605 31,750.00 12.50 
Bearing 
Deposits 

GRAND TOTAL - $10,631,014.52 * 

Funds received on 22nd December, 1982 - Interest rates obtained 
reflect seasonal market downturn. 

Difficulty was experienced by the College in changing stockholder 
due to amalgamation. Redemption procedures under way as at 
31.12.82. 

The increase in investments as at 31.12.82 of 33.4% over 1981 
is for two reasons: 

(1) A larger amount of 1983 funds received in 1982 were 
invested on a shorter term basis (See Note 1) 

(2) A substantial amount of interest earned in 1982 was 
available for investment. The College finds it 
necessary to build up reserves of interest which it 
expects will be required to offset a deficit of 
recurrent funds in 1984/85. 

3. Rate of Return is shown in above schedule. 

4. Investment Policy. 

(1) To place funds obtained by the College in such a form that will: 

(a) Maximise interest yield. 

(b) Provide at all times funds to cover daily expenditure. 

(c) Conform with the Auditor-General's requirements of 
investment falling within the definition of Section 
14(2) of the Trustee Act. 
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(2) Maturing Investments 

Generally, the College holds two types of Investments: 

(a) Investments made for a set period of time. 

(b) Investments held on daily call. 

(3) Cash at Bank 

The College maintains Bank Ac.counts with tha National Commercial 
Banking Corporation of Australia Ltd., George Street Branch. 
Interest is receivable on the daily balance. 

I hope that this information answers your queries. Please do not 
hesitate to contace me should you require further information. 

yours sincerely . 
'~ 
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SYDNEY COVE REDEVELOPMENT AUTHORITY 

Auditor-General's Report Reference: Part II, Page 237. 

Issues examined by the Committee: 

* 

* 

What action the authority is taking to improve its 
capacity to service and repay outstanding debts. 

The Authority's objectives - in order to form a view 
as to the effectiveness of the Authority's operations. 

Authority's Response: 

The Authority's response commences on the next page. 

In summary: The Authority has had independent consultants 
review its financial structure and is determining the best 
way to implement the consultants' recommendations. Included 
in the Authority's objectives are the undertaking of 
worthwhile preservation and restoration and to make The 
Rocks a desirable place in which to live, work and play. 
At the Authority's request parts of the Authority's response 
have been deleted to preserve confidentiality in its leasing 
negotiations. 

Result of Committee's Deliberations: 

No further action is required in respect of 1982-83 
operations. 

-m-



New South Wales Government 

Sydney Cove Redevelopme~~G:~ 9 
Mr, Michael Egan I B, A,, M, P,, Address replies to: Secretary, 
Chairman, Box N408 
Public Accounts Committee, GrosvenorStreet,N.SW 
Parliament House, Australia2000 

SYDNEY, NSW, 2000 00, Ourreterence A.128/A,2569 

Telephone: 241 3462 

12 January, 1984. 

Dear Mr. Egan, 

Thank you for your letter of 14 December, 1983 seeking 
information about this Authority's finances and objectives. 

The Authority's debts have caused me the deepest personal 
concern as they have my Authority and thus I am very grateful 
for the opportunity to clarify what our problems are and 
how we are dealing with them, 

Authority's Goals 

In pursuit of the objectives of its Act the Authority 
set the following goals: 

To undertake worthwhile preservation and restoration, 

To make The Rocks a desirable place in which to live, 
work and play. 

To create open spaces and landscape. 

To undertake commercial development where appropriate 
and in harmony with existing architecture. 

To continue to do this without cost to the public purse, 

The above are set out in the Authority's Annual Report 
for 1983, a copy of which is attached (Annex A), There it 
will also be noted that the Authority has set objectives 
aimed at attaining the goals just stated as follows: 

Immediate Objectives -

Completion of negotiations on a number of sites already 
offered publicly for lease. 

, Completion of the final phase of planning studies on 
portions of the Authority's Central and Southern Sections, 
with a view to offering further sites for public lease 
on a progressive basis geared to the market, 

, Continued review of financial strategies with a view 
to bringing the Authority to early overall profitability. 

Longer Term Objectives -

To continue to take all appropriate steps to bring the 
Authority to independence from external borrowings as 
soon as possible, 

To achieve maximum renovation and redevelopment in accord­
ance with the Authority's stated goals, by the time 
of the Bicentennial, 1988, 

2/, •• 
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In order to make my answers as complete as possible 
have attached two external reports which I commissioned 

in recent times - report by W.D. Scott & Co,, March 1983, 
Annex Band report by Lloyds International Ltd,, late 1983, 
Annex C, As some of the data in both these documents is 
of a confidential nature and if made public could disadvantage 
current negotiations by this Authority I would be grateful 
if you could treat them accordingly. 

Whilst in the interests of complet'eness I have provided 
a considerable amount of background information a summary 
of the specific answers to the questions raised in your letter 
may be found at page 8 of this letter. 

How the Authority's Debts Arose 

The Authority's debts date from its inception, when 
it was started in 1970 with no liquid funds whatsoever and 
had to borrow even to establish itself, Indeed in the 14 
years since it has received absolutely no funding other than 
what it has self-generated or borrowed, 

The Rocks in 1970 was a derelict district, notable for 
aged and decaying structures, some unroofed and burnt out 
and others left unoccupied for many years. Large tracts 
were only occupied by stumps of departed buildings. An aging 
population had shrunk by one third in the previous decade 
(this situation is further described in the Authority's 1983 
Annual Report on page 16 and in "The Rocks 1988 and Beyond" 
see Annex Don pages i-vi). 

The difficulties caused by initial lack of funds and 
the derelict nature of the property taken over were immediately 
added to by two other items - resumption and work bans. 

Resumption 

Of the 21.5 hectares vested in the Authority 0.9 hectares 
were occupied by 14 private land owners. Advice from the 
Crown Solicitor was that it was implicit in the Sydney Cove 
Redevelopment Authority Act that these properties should 
be taken into Government ownership. With the further strong 
recommendation by the Valuer General the Authority recommended 
to the then Minister that resumption action should be taken 
and this then occurred. However, whilst preliminary advice 
from the Valuer General was that this cost would be $7,650,000 
the final figure, which the Authority ultimately had to pay, 
was $23,482,000. 

Work Bans 

The rental situation in The Rocks in 1970 was quite 
anomalistic when compared with the situation for the City 
at that time. Domestic rentals of $2-$3 per week were routine 
and indeed in only one of over 100 such tenancies did rent 
even cover rates, which were being paid by the Government. 
The situation in respect of commercial tenancies was worse. 
In one case a weekly tenant was renting some 900 square metres 
on George Street for a total net of 33~ per month. Another 
tenant paying $1,500 per year was sub-letting his premises 
for over $160,000 per year. These few examples simply illust­
rate a pattern which permeated the entire area. 

3/ ••• 
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With such privilege abounding it is therefore small 
wonder that the Authority from the outset was fiercely resisted 
in every way possible by those in possession of premises 
and hence dedicated to the status quo, 

Though the strife of those days is now commonly thought 
to have arisen from environmental matters this was not so. 
Perusal of newspapers of late December, 1971 onward will 
show that work bans introduced at that time by a small section 
of the trade union movement were entirely in support of demands 
for what was in effect key money. In one case the demand 
was for $200,000, with many other lesser claims, When the 
Authority·refused to pay there were riots in the area, a 
series of bomb threats and indeed threats to my own household 
necessitating police protection for an extended period. 

Even though the Labour Council, having investigated 
the situation found there was no case and recommended that 
the restrictions be removed and in spite of endless negotiations 
on our part, the bans introduced in 1971 remained until well 
into 1975, by which time a building slump had hit Sydney 
and land values had fallen far below those of November, 1970. 
The result was that a whole series of new construction and 
restoration projects had to be abandoned. These would have 
made a tremendous contribution to the Authority's financial 
independence had they gone ahead. 

At the same time the Authority came under severe pressure 
from Resident Action and academic groups to abandon any attempt 
to be self supporting, and to turn the area over to non profit 
activities. 

Initiatives Adopted 

The effect of these bans on the Authority's finances 
was savage, as I indicated in letters to the Sydney Morning 
Herald at that time. 

Faced with this daunting situation the Authority struggled 
to find ways and means to remedy its position with "Jesuitical 
zeal" (SMH) and in consequence undertook a number of initiatives 
in attempts to overcome its mounting debt. Some of these 
included: 

Tourism - With all development at a standstill because 
of bans we turned to tourism as a means of bringing 
The R~cks to life, It has been estimated that in the 
years 1972-73 some 30,000 people visited the area. 
Our plan introduced in 1973, immediately started to 
have an effect. In 1983 there were some 330,000 overseas 
visitors to The Rocks (Australian Tourist Commission 
figures) whilst literally millions of Australians visit 
the area annually, 

Existing Property Rentals - Mere letting of existing 
buildings could not even go close to meeting interest 
charges or even the cost of maintaining and restoring 
the buildings themselves. Indeed it was this reality 
that was one of the prime reasons for the establishment 
of the Authority in the first place, Nonetheless the 
entire rental structure was repeatedly reviewed to the 
stage where all commercial tenants now pay market rentals. 
In the case of residential tenants who came to The Rocks 

4/ ..• 
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after June 1972 they also pay market rentals, However, 
in the case of "old time tenants" here before the scheme 
began the Authority, in line with Government policy, 
requires them to pay 80% of market rental whilst for 
those of them who are old age pensioners or in necessitative 
circumstances the Authority allows concessions on the 
same scale as does the Housing Commission. 

Renovations by SCRA - Renovations carried out by the 
Authority after thorough feasibility studies have created 
what is now perceived to be "The Rocks", These renovations 
have upgraded the area, raised the"'.Level of business 
activity and land values remarkably (market value up 
$50 million in 1982) and hence helped to lift rental 
levels (see graph showing rental movements below), 

RENTAL INCOME 
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Renovations to Existing Buildings by Tenants - These 
have mainly been to the interiors when the Authority 
has provided the main services and basic structure. 
Examples abound including many of the restaurants in 
the area. 

New Construction by SCRA - Examples include the State 
Archives building and The Rocks Square project, designed 
and built by the Authority and profitably leased, 

New Construction by Tenants - Major examples are the 
Regent Hotel, Old Sydney Inn and the Grosvenor Place 
Project. 
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In all about $120 million worth of work has so far been 
completed in The Rocks, including about $10 million in new 
construction and $10 million on infra structure and restoration 
by the Authority. 

The effect upon the Authority's operating surplus of 
these activities is shown in the graph below. 

OPERATING SURPLUS BEFORE INTEREST PAYMENTS 
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Current Initiatives 

With an improving situation in city real estate the 
Authority has been able to greatly quicken its pace in the 
offer and development of sites. 

Amending legislation enabling exchange of sites, short 
term leasing and sale of strata titles had been sought by 

-

the Authority for many years but was finally enacted recently 
under the sponsorship of Mr. Eric Bedford, the Minister in 
whose portfolio the Authority lies. This legislation has 
had the effect of freeing up sites and making them more attract­
ive in the market place. 

Currently projects valued to some $380 million are either 
nearing completion, under construction or under final negotiation. 
The biggest of these of course is the Grosvenor Place project 
in which the Authority is an equity partner, our interest 
having been estimated as worth $51 million. 

6/ ... 
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Two further sites are in mid negotiation with developers 
already selected and linked to us contractually, 

Tenders are also being called for two renovation projects 
together worth approximately $3.3 million and it is anticipated 
that work will commence on these early this year, Both were 
selected after studies indicated that they were projects 
which would be financially viable and would provide early 
returns to the Authority. 

Reviews of Financial Structure 

In addition to internal studies the Authority has com­
missioned a series of external reviews of its performance 
and financial situation. For instance, in November, 1981 
I had an independent study undertaken by W.D. Scott & Co. 
The results of this study were subsequently referred to Cabinet 
by Mr. Bedford. These indicated that if the Authority pursued 
its then course it should be financially independent by about 
1990. 

I had that study updated in March last year (Annex B). 
This generally repeated the forecast made by the 1981 Scott's 
report but also introduced the idea of sale of some deveropment 
sites as a quick way to financial independence. This idea 
was not new as I had canvassed it with Government in the 
past, but without success, there being objections to sale 
action in The Rocks. It should be understood here that the 
Authority's Act does not permit the sale but only the leasing 
of the land owned by the Authority. 

At the same time we undertook a major planning study, 
with a view to amending the Authority's statutory scheme 
in accordance with Section 17 (1) of our Act, The results 
of this study are embodied in "The Rocks 1988 and Beyond" 
attached at Annex D. This ongoing study due to be completed 
about April this year has attracted wide attention in the 
media and with the exception of a few objections relating 
to its commercial theme the proposals put forward have been 
very well received. It is intended that the offer of sites 
made available in consequence of this review should commence 
during the next six months. 

Some very valuable sites are involved and with their 
definition the town plan for The Rocks will be virtually 
finalised. 

With these further valuable sites becoming available 
for lease it seemed that the time had arrived for a new financial 
strategy pursuing the idea of capitalising rentals by taking 
early large lump sums with later payments depending upon 
tenant profitability. My arguments for this course hang 
on the fact that whilst we owe a lot, in many cases the principal 
is not due to be paid for many years, Would it not be a 
proposition to buy back our debts, in some cases at a much 
lower figure than their face value by using cash obtained 
from upfront payments for leases? 

Accordingly following receipt of the second report from 
W.D. Scott & Company Limited, I briefed Dr. A. Parkes and 
Mr. W. Jephcott of Lloyds International Limited to carry 
out studies on the Authority's financial position, to investigate 
a number of proposals to alleviate the Authority's debt burden, 
including some capitalisation measures, and to recommend 

7/ ... 

- 229 -



- 7 -

what stragegy should be adopted by the Authority to enable 
it to become financially self sufficient. A copy of their 
report is attached at Annex C. 

The Lloyds' study found that depending on the time taken 
for major new developments to commence significant contributions 
to income, the Authority's net operating income would not 
be sufficient to cover interest and debt servicing obligations 
for a further six to nine years. During this period interest 
commitments would exceed net operating income by $11 million 
to $ .. million. It was recommended that action be taken 
to raise sufficient funds to allow the retirement of a signific­
ant portion of the Authority's debt reducing the interest 
burden to ·a level which could be serviced by the Authority's 
current and projected net operating surplus. It was estimated 
that approximately $Im million to$ I million would be necessary 
to achieve this result. A detailed survey of the holders 
of the Authority's debt securities showed that it could expect 
to receive the co-operation of the seven lending institutions 
who held over 77% of the Authority's debt. 

It has been recommended by Lloyds that the Authority 
should seek to raise $II million over a three year period 
from the receipt of front end payments of capitalised rentals 
on development sites to be released over the next couple 
of years. These are referred to in "The Rocks 1988 and Beyond". 
This sum would be sufficient after meeting the Authority's 
cash deficit to retire sufficient long term debt to place 
the Authority in a position where it would no longer be forced 
to borrow to meet its interest commitments. Under these 
circumstances, the deficit would cease to grow and surpluses 
generated on the operations would enable reductions in the 
size of the deficit to take place. The Authority would also 
be better placed ta carry out the restoration of the existing 
historical buildings in The Racks. 

The Authority is presently making a detailed examination 
of the development sites that should became available as 
a result of the current review of its statutory plan, in 
order to determine how best the Lloyds' recommendations can 
be put into effect, The Authority is expected to make a 
decision in this respect at the earliest possible date. 

Government Role 

Because of the deep concern caused to the Authority 
by the problems described in this letter it has been at pains 
regularly since they first arose, to bring them to the 
Government's attention and in particular to -

Keep Government informed of its position. 

Predict the way in which indebtedness would increase 
without assistance. 

Seek such assistance. 

This advice has repeatedly been associated with requests 
far bridging finance and other types of assistance to help 
us through our difficulties. The matter has in fact been 
examined by Cabinet and other committees on a number of occas­
ions and in general the response to the Authority has been 
that we should continue to trade as at present. In other 
words to trade our way out of our financial difficulties. 

8/ ... 
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The last time the matter was considered by Cabinet was 
in November, 1981 when Mr. Bedford made a submission in which 
he quoted the 1981 Scott's report as the basis of a decision 
to re-appoint the Authority for a further four years. 

The Summarised Reply to Your Letter 

In respect of the comments by the Auditor General to 
which you refer in your letter, it has to be said that the 
Authority's capital debt of $12,496,136 and its debt to Treasury 
have remained unchanged for a number of years. 

Section 30 of the Authority's Act provides for the Capital 
~ of the Authority to be the improved capital value as 
determined by the Valuer General of all the government owned 
land vested in the Authority under Section 10 of the Act. 
This value upon certification by the Treasurer becomes the 
capital debt assumed by the Authority. It does not represent 
loans raised by the Authority but is the "capital" of the 
Authority contributed by the State in the form of land and 
buildings. 

This Capital Debt stands at $12,496,136 and has remained 
unchanged since the 1977-78 financial year when it was increased 
from $12,436,136 to take account of the value of additional 
land vested in the Authority. 

The Authority has received two cash advances from the 
Treasury, one of $50,000 on 27 January, 1970 and the other 
of $250,000 on 1 July, 1970. There have been no other advances 
received from the Treasury and the balance owing has remained 
unchanged since July, 1970. 

The actions which the Authority is taking to improve 
its capacity to service and repay outstanding debts are as 
outlined elsewhere in this letter. Briefly put, if we follow 
the strategy which I prefer and as suggested by Lloyds 
International, financial independence could be achieved in 
perhaps three or four years. 

The objectives of the Authority as adopted in 1970, 
are as set out earlier in this letter, as are our intermediate 
objectives. They are also restated in our 1982-83 Annual 
Report. 

The progress so far achieved in our task of revitalising 
The Rocks area is as indicated in our 1982-83 Annual Report 
and in this regard the map on its Page 2, showing progress, 
is relevant. For your convenience I also attach a copy of 
our Act as amended, at Annex E. 

I am to undergo an operation in hospital on 9 February, 
1984 and this is expected to keep me away from work for three 
or four weeks. Accordingly I would be grateful for the oppor­
tunity to deal with any follow up that may arise from this 
letter before that date if that is convenient for you. 

Yours faithfully, 

(D.O. MAGEE), 
Director. 

c.c. The Hon. Eric Bedford, B,A,, M.P., 
Minister for Planning and Enviornment. 
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SYDNEY EDUCATIONAL BROADCASTING LIMITED 

Auditor-General's Report Reference: Part II, Page 202. 

Issues examined by the Committee: 

* 

* 

The sources of the $102,000 received by way of grants~ 

Details of the "user pays" scheme which generated 
$158,466 in income and whether this scheme can be 
expanded to cover other activities. 

Company's response: 

The Company's response commences on the next page. 

In summary: sources of the grants were the New South Wales 
Institute of Technology ($51,000) and Macquarie University 
($51,000) and represent payment for supply of air time for 
educational broadcasting by the two institutions. 

Under the "user pays" scheme "single issue" groups such as 
ethnic and religious organisations are charged for their 
broadcasting time. During 1984 the "user pays" scheme is 
to be expanded by means of programs broadcast in conjunction 
with continuing education. 

Result of Committee's Deliberations: 

No further action is required in respect of 1982 
operations. 

-m-



The New South Wales Institute of Technology 

Office of the Vice-President 

A.P. Mead,O.B.E.,B.Sc,Ph.D. 

Mr. M. Egan, B.A., M.P., 
Chairman, 
Public Accounts Committee, 
Parliament House, 
SYDNEY N.S.W. 2000 

Dear Mr. Egan, 

17 January, 1984 

I refer to the letter from the Public Accounts Committee of 19 December 1983 
regarding the financial statements of 2SER-FM for the year ending 31st 
December 1 982. 

The delay in transmitting this reply is regretted. 
an inopportune time for staff contact due to 
commitments. 

The letter was received at 
annual leave and other 

1. The sources of the funds categorised as grants on Page 202 were:-

New South Wales Institute of Technology 
Macquarie University 

$51,000 
$51,000 

These amounts were shown under the heading of "grants" for administrative 
convenience. In fact they represent payment for supply of air time for 
educational broadcasting by the two institutions. The funds actually 
represent institutional "User Pays" income for the station charged at a 
substantial rate of discount. 

The two institutions actually used 1 ,800 hours of air time during the 
year. This, charged at the normal stations "User Pays" rate of $140 per 
hour, would have cost $252, OOO. The cost to the Uni ve rs i ty and the 
Institute was, as you have noted, only $102,000. Commercial rates would, 
of course, be far higher than either of these rates. 

In addition both institutions derive substantial additional benefits from 
the general activities of the station as its radio magazine and other 
programs have considerable public relations and publicity value. The 
Station also provides substantial training and practical experience for 
students, particularly those enrolled in media courses. 

2. 2SER-FM holds a public broadcasting licence to provide educational and 
community programs to the people of the Sydney Metropolitan area. A wide 
range of educational programs is presented and access is provided to a 
diversity of community groups to present their own views and information. 

The Station broadcasts continuously. 
are engaged in administrative and 
relies on several hundred volunteers 
programs. 

It has a small staff most of whom 
coordinative du ties, The Station 
to produce and present most of its 

. .. /2 
PO Box 123 Broadway NSW2007 Australia Cable:Instech Telephone: 20930 
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Mr. M. Egan - 17 January 1984 2. 

Current paying user groups include ethnic and religious organisations, 
the disabled, homosexuals, environmentalists and other "single issue" 
groups. An av.,erage of 42 hours per week of such programs were presented 
during the year under review. 

Under the "User Pays" scheme such groups were charged a base rate of $140 
per hour, adjusted on the basis of whether they were broadcasting "live" 
or required studio time for pre-recording. Other factors are also taken 
into account in setting the rates such as whether a Station producer was 
required to operate the equipment or whether the group itself was 
recognised as competent enough to operate the facilities. 

Thus the bulk of the income of the Station currently is derived from user 
payments from the University, the Institute or the User Groups described. 
In developing the range and quality of its programming the Company will 
continue to seek expansion of user payment income without detracting from 
its primary function of educational broadcasting. The proportion of 
possible outside user group income is not, therefore, unlimited but must 
conform to a level which does not compromise this fundamental educational 
purpose. 

During 1984 the user paying scheme is to be expanded by means of programs 
broadcast in conjunction with continuing education. The University 
already has such programs in process and the Institute is actively 
discussing this development. 

The Company has been successful in obt:ining funds from the Office of 
Special Employment to engage production staff for training purposes on a 
short-term basis. 

The Station Management Committee has other possible income earning 
projects under active review and further projects are being looked into 
with a view to approaching possible education funding sources. 

The Station considers that its income could be increased and is actively 
considering ways of accomplishing this, especially to enable it to meet 
its current commitments in the face of continually rising costs. The 
Station also looks to expansion in its main functions of educational and 
community based broadcasting. 

I trust that this information clarifies the points raised by you . 

Yours sincerely, . II 
./_ .. ·_ . ,,( Al_,~----

--~ 
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SYDNEY ENTERTAINMENT CENTRE 

Auditor-General's Report Reference: Part II, Page 122. 

Issues examined by the Committee: 

* 

* 

* 

* 

The expected operating costs of the Centre in 1983-84. 

Expected revenues for 1983-84 from Arena Management 
Pty Limited. 

Level of State Government subsidies envisaged for 
1983-84 and subsequent years. 

How the Centre has arrived at projection of anticipated 
subsidies and whether such high subsidies had been 
foreseen from the outset of the project. 

Centre's Responses: 

There were two responses from the Centre and they commence 
on the next page. 

In summary: Operating costs in 1983-84 were expected to 
be $6,732,000 of which $6,650,000 was for loan commitments. 

The expected revenue from Arena Management Pty Limited was 
$1.1 million. 

The State Government subsidy was estimated to be $5.48 
million in 1983-84. 

The Centre illustrated how the subsidy is calculated and 
explained that it was always envisaged that subsidies would 
be required from the government but, due to delays in 
construction and interest rises, subsidies are higher than 
first anticipated. 

Result of the Committee's Deliberations: 

No further action required in respect of 1982-83 
operations. 
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Sydney 
Entertainment Harbour Street, Haymarket 

P.O. Box 13 

______ centre Sponsored by the Government of New South Wales 

Railway Square, NSW 2000 
Australia 
Telephone (02) 211 2222 

Chairman 
Hon. Sir Asher Joel, KBE 

Directors 
Mr Gerald Gleeson 
Mr Alan Gordon, OBE 
Mr Terry Jackman 
Mrs Kaye Loder 
Mr Paul Toplis 

Secretary 
Mr R. G. Fairlie, FCA 
Executive Officer 
Mr Barry Flynn 

Mr. M. Egan, B.A., M.P., 
Chairman, 
Public Accounts Committee, 
PARLIAMENT HOUSE SYDNEY 

Dear Mr. Egan, 

December 20, 1983. 

Your letter of 30th November, 1983, addressed to the General 
Manager, Sydney Entertainment Centre, was received by the Management 
Company at the Centre, and has only now been forwarded to me 
for reply. I apologise for the delay. 

Firstly, I would like to set out for your information some 
background as to the operation of the financial arrangements entered 
into for the financing and construction of the Centre; 

Sydney Entertainment Centre ("the SEC") was incorporated on 12th 
February, 1979 as a company listed by guarantee pursuant to the 
provisions of the N.S.W. Companies Act 1961. The principal object 
of the SEC as specified in its Memorandum of Association is "to 
promote and encourage all forms of music, art, science or literature, 
and without limiting the generality thereof in particular all forms 
of popular entertainment". In pursuant of its objects the SEC has 
leased from the N.S.W. Government (the "Head Lease") the property 
bounded by Harbour, Hay and Lackey Streets, in the Haymarket area 
of Sydney and has constructed thereon a community entertainment 
centre ("the Centre"). 

The Head Lease provided for the SEC to erect the centre pursuant 
to a Construction Agreement entered into between the SEC and John 
Holland (Const.) Pty. Ltd. The Head Lease is for a term of twenty 
(20) years commencing on completion of the construction of the 
Centre and contains options for renewal for a maximum of an additional 
twenty (20) years. The SEC has borrowed all of the funds required 
to finance the construction. 

The Sub Lease with Arena Management Pty. Ltd. ("the Operator") 
provides for the Operator to pay to the SEC an annual "Supplementary 
Rent" to be determined, sufficient to enable the SEC to meet its 
annual commitments to lenders. This "Supplementary Rent" is assured 
in terms of a Subsidy Agreement entered into by the Operator and 
the N.S.W. Government where by Government will pay to the Operator 
by way of annual subsidy an amount equal to the annual "Supplementary 
Rent". Additionally, the Operator will pay to the SEC an annual 
"Basic Rent" which has been determined by commercial negotiations. 

The "Basic Rent" is paid by SEC to the N.S.W. Government as rental 
under the terms of the Head Lease. 

The "Supplementary Rent" is calculated and paid each half year 
during the term of the Sub Lease and is the sum which is sufficient 
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to enable SEC to meet payments of interest, repayments of principal, 
other moneys borrowed by it for the planning and construction of 
the SEC. 

Of course, there is a Deed of Irrevocable Direction from the Operator 
by which the moneys payable under the Deed of Subsidy are paid 
direct to SEC by the Crown. 

With regard to the specific questions asked, I would advise 
as follows: 

1. Expected Operating Costs of SEC fM 1983/84 

Loan Commitments: 

$10.8million Long Term - fixed rate: 

$21million Debenture Trust, 2-6 year terms: 

$10.2million Short Term borrowings (90-180 days): 

$1million Overdraft: 

$1.5m 

$3.78m 

$1.22m 

$.15m 

$6.65m 

Operating Expenses: 

Bank of N.S.W. Nominees, Agents Fee 

Audit Fees 

Legal Fees 

Stationary 

Secretarial Fees 

Bank Charges including Overdraft interest 

Head Lease Rent 

2. Expected Revenue for 1983/84 

Arena Management 

McDonald's Properties 

Cosmopolitan Plaza 

$10,000.00 

$15,000.00 

$20,000.00 

$5,000.00 

$2,000.00 

$20,000.00 

$10,000.00 

$1,100,000.00 

$70,000.00 

$95,000.00 

$1,265 ,000.00 

The above are the minimum receipts receivable under sub-leases. 
Additional income may be received if the sub-lessees takings exceed 

the level from which additional rent is then payable as a percentage 
of gross takings. 

3. Level of State Government subsidies envisaged for 1983/84 and 
subsequent years. 

The actual amount of the subsidy is the difference between 
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the two figures Expenditure (including finance commitments and 
repayments on capital expenditure) and Revenue. 

Estimates: 1983/84 

1984/85 

1985/86 

$5.48million 

$7.223million (includes a $2.7million 
repayment of principal under the 
Debenture Trust) 

$6.371million (includes a $2million 
repayment of principal under the 
Debenture Trust). 

Should the Government decide to roll over Debentures as they 
fall due, the funds required each year will be reduced accordingly. 

Yours faithfully, 
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Sydney 
Entertainment r:J· 9th Aoor, 

State Office Block, 
Macquarie Street, 
Sydney, NSW 2000, 
Australia ______ centre Sponsored by the Government of New South Wales Telephone (02) 270 5236 

Chairman 
M, Gerald Gleeson 

Directors 
Mr Alan Gordon, OBE 
Mr Terry ,Jackman 
Mrs Kaye Loder 
Mr Paul T oplis 
Ms Helen Halse-Rogers, QBE 

Secretary 
Mr R. G. Falrlie, FCA 

Executive Officer 
Mr Ba~, Flynn 

Mr. B. Carr, M.P., 
Chairman, 
Public Accounts Committee, 
Parliament House, 
SYDNEY 2000 

Dear Mr. Carr, 

August 17, 1984. 

In response to your letter of May 16, 1984, reference 
AG 83/29 in which you seek further information about 
the finances of the Sydney Entertainment Centre, the 
following advice is provided. 

1. Request for further information on how the Centre 
arrived at projections on anticipated subsidies? 

The level of State Government subsidy is the difference 
between the Expenditure incurred and Revenue earned in 
each year. 

The Expenditure of the Sydney Entertainment Centre can 
be dissected into 2 components. There are (A) Loan 
Commitments and (B) Operating Expenses. 

(A) Loan Commitments: 

In respect to servicing of Loan Commitments the 
following outgoings will occur: 

$10.8m Long Term 
Loans - payments 
of Principal and 
Interest 

$2lm Debenture 
Trust Deed 
2-6 years 

- Interest 
- Principal 

$10. 2m Bill 
Facility (90-
180 day) 
assuming 14% 
rate 

1983/84 1984/85 1985/86 

$1.5m 

$3. 78m 

$1. 22m 
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$1.59m 

$3. 758m 
$2.7m 

$1.358m 

$1.59m 

$3.65m 
$3.00m 

$1.358 



$lm overdraft 

Total Payments 

i5hould the Government 
decide to roll over 
debentures falling 
due, the funds 
required each year 
will be altered. 

1983/84 

$,lSm 

$6.65m 

Page 2. 

1984/85 1985/86 

$9.406m $9.598m 

ii)In 1984/85 the Debenture 
Trust Deed borrowings 
increased to $23m, the 
Bill Facility reduced to 
$9.7m and the overdraft 
facility reduced to St~. 

Likely amended 
amounts No affect $6.99m $6.976m 

(B) Operating Expenses: 

These expenses related to the Sydney Sntertainment 
Centre Company's obligations as owner of the Centre, 
oversighting the Sub-Lessees; servicing of loans and 
normal costs associated with running a public company. 
The operating expenses include: 

Bank of N.S.W. Nominees, Agents fee; Audit Fees; some 
Insurance; Legal Fees; Stationary; Secretarial Fees; 
Bank Charges and Head Lease rent. In 1983/84 these 
amounted to $134,000. In the absence of unforeseen events 
the expenditure in future years should be of this order. 

The expected Revenue has been calculated in accordance 
with receipts receivable under sub-leases. The expected 
revenue from Arena Management, McDonald's Properties 
and Cosmopolitan Plaza is approximately $1.3m. 

Therefore the anticipated nett subsidies for the years 
in question will be 

1983/84 

1984/85 

1985/86 

Without Rollover 

$5.48m 

$8.3m 

$8.50m 

With Rollover 

$5.48m 

$5.82m 

$5.80m 

2. Were the high subsidies foreseen from the outset 
of the project? 

It was always envisaged that the Servicing of Loan Commit­
ments would require subsidy from the Government 

Of course with the Centres original cost estimate of 
$22m the subsidy would be lower than the final capital 
cost of $43.5m. The factors which caused the escalation 
of costs were unforeseen at the outset of the project 
and were largely unavoidable. These factors were: 

lengthy industrial delays which were common to the 
building industry in the Centre's construction period. 

increase in interest rates from the 11-12% to 18.25% 
level. Short term loans up to 22% . 
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the delays in opening the Centre caused by industrial 
problems resulted in interest payments prior to 
opening being capitalised in the building costs. 
If the Centre had opened in 1981, these would have 
been met by Treasury under the Subsidy Agreement. 

A further point to be considered in examining the subsidies 
is that basically the Government is only meeting the 
capital costs which it would normally do in the building 
of public facilities. The subsidy is not related to 
the operations of the Sydney Entei:;,tainment Centre as 
a venue. In fact the State Government receives over 
$1.3m from the operations of the Centre. This obviously 
compares favourable with say the Sydney Opera House which, 
following full payment by the Government of the capital 
costs, receives a substantial annual subsidy for its 
operations. 

3. Statement of Finances: 

The Annual Accounts for the year ended 30th June, 1984 
are currently being prepared and it is proposed to send 
you a copy as soon as they are available. 

I feel I should point out that the Sydney Enter­
tainment Centre company does not operate the Centre on 
a day to day basis. It is the vehicle for the construction 
and leasing of the building. The Centre is operated 
by an independent private company, Arena Management Pty. 
Limited. 

Should you require any further information or 
clarification, I will be pleased to discuss the matter 
with you at your convenience. 

Yours faithfully, 
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TOTALIZATOR AGENCY BOARD 

Auditor-General's Report Reference: Part II, Page 395. 

Issues examined by the Committee: 

* 

* 

In regard to the Board's selling outlets -

What is the reliable guideline as to turnover 
required to achieve a profitable operation? 

How many selling outlets' turnover fall below this 
guideline? 

On what basis does the Board decide to establish a 
selling outlet in a given location. 

A breakdown of the Board's $41 million in short term 
investments held at 30 June, 1983 and the Board's 
investment policy. 

Board's Responses: 

After reviewing the Board's initial response the Committee 
twice sought further information from the Board. The initial 
response commences on the next page with the second and 
third responses following. 

In summary: A survey presented to the Board in February, 
1984 showed that 33 agencies and 19 sub agencies were in 
loss situations before taking account of the revenue derived 
by the Treasury. If this revenue is taken into account only 
one sub agency was not providing a net benefit. Investment 
information was provided. 

Result of Committee's Deliberations: 

Further action deferred pending the Committee's review of 
the 1983-84 Auditor-General's report. Inquiry into 
Investment Practices of Statutory Authorities is currently 
being conducted. 
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TOTALIZATOR 
AGENCY BOARD 
OF N.S.W 

Dear Sir, 

495 HARR IS STREET, ULTIMO. 2007 
TELEPHONE 211 0188. TELEGRAMS: 'TABSYD' 

Adclre.1~ .1!.' m,111 ro. 
BOX 4168, G.P.O, SYDNEY 200"1 

Our Reference 

14th February, 1984. 

I refer to your letter of 18th January 1984 (reference 
.AG 83/66) and have to advise as follows:-

1. 1he Board has not atterrpted to cost out its operations each 
year on an individual branch, agency and sub-agency basis 
and this has not·been sought by the Auditor General. 
Consequently the Board does not possess the infonnation sought 
by your Comnittee. 

In the first instance a major consideration in the decision 
to establish a selling outlet whether as a branch, agency or 
sub-agency is the extent of public demand, i.e. the Board has 
the responsibility of providing a legal off-course totalizator 
betting service throughout the State. 1he profitability or 
otherwise of a selling outlet in accountancy terms is of course 
a major consideration but this is not the sole factor. The 
provision of a service to the public is also considered to be 
important. 

Other criteria adopted in considering whether a new selling 
outlet should be established in an area include an assessment 
of the likely additional weekly turnover to be gained, and 
hence the estimated revenue to the Board as well as an assess­
ment of the estimated costs of establishment and operation. 

1he creation of a costing system to reflect the operating result 
of each indi victual selling outlet has not been considered to be the 
most suitable or economic on a continuous basis on account of 
other alternatives. In this regard the performance of each 
selling outlet is monitored by means of turnover or sales. 
In addition periodic assessments or costings are made of the 
results being achieved from the lower turnover selling outlets 
and from this the Board is able to establish a reliable guide­
line as to the turnover required to achieve a profitable operation. 

By this means the Board has established a significant and success­
ful performance indicator without needing to introduce a complex 
and arbitrary system of costing for each selling outlet. 

I might add that the Board has established a long history of 
profitable operations with significant sums being distributed to 
the racing industry each year. 

As the Comnittee will be aware, the Board's operations also 
provide substantial revenue to the Government and therefore the 
cortrm1t1ity as a whole. 1his revenue is mainly related directly 
to turnover and can be readily assessed without any need to 
maintain an ongoing cost system. For 1982/83 the amount 
involved was $90.2 million. 1his revenue would need to be 
included in assessing the overall profitability of any selling 
outlet. 
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TOTALIZATOR AGENCY BOARD OF N.S.W. 

2. A breakdow:::l of the short-term investments held by the Board 
at 30th June 1983 is set out in the attached schedule. 

3. A statement of the Board's investment policy is attached. 

Mr. S. Neilly, 
Acting Chairman, 
Public Accounts Ccmnittee, 
Parliament House, 
SYDNEY, 2000, 

Encl: 

Yours faithfully, 

R. W. AUSWILD, 
Chairman. 
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Date 
Invested 

24. 6.83. 
28. 6.83. 

1. 6.83. 
24. 2.83. 
8. 3.83. 

15. 3.83. 
6. 6.83. 
8. 6.83. 
1. 6.83. 
6. 6.83. 

23. 6.83. 
28. 2.83. 
11. 1.83. 

2. 5.83. 
15. 6.83. 
15. 6.83. 

7. 3.83. 
18. 4.83. 
27. 4.83. 
21. 4.83. 
10. 6.83. 
24. 2.83. 
28. 2 .83. 
3. 2.83. 

26. 1.83. 
21.12.82. 
3. 2.83. 
8. 2.83. 

11. 2.83. 
15. 2.83. 
22. 2.83. 
1 7. 3.83. 
24. 9.83. 

2. 2.83. 
22. 3.83. 
21. 4.83. 
30. 5.83. 
21. 4.83. 
16. 6.83. 
1 7. 6.83. 
30. 3.83. 

2. 3.79. 

INVESTMENTS - CLOSE OF BUSINESS - 30th JUNE, 1983. 

Invested With Amount Rate Due Date Type of 
$ % p.a. Investment 

A.M.P. Discount Corp. Ltd. 500,000 13.00 At Call 
Capel Court Securities Ltd. 800,000 14.00 At Call 
A.N.Z. Banking Group Ltd. 2,000,000 11. 7 5 1. 7.83. I.B.D. 

National Australia Bank Ltd. 1,000,000 15.90 1. 7.83. I.B.D. 

Westpac 1,000,000 15.25 1. 7.83. I.B.D. 

National Australia Bank Ltd. 1,000,000 13.80 1. 7.83. I.B.D. 

Westpac 2,000,000 13.30 1. 7.83. I.B.D. 
Banque Nationale de Paris 990,791 14.75 1. 7.83. N.C.D. 

State Bank of New South Wales 1,000,000 13.50 4. 7.83. N.C.D. 

A.N.Z. Banking Group Ltd. 1,000,000 13.45 4. 7.83. I.B.D. 
National Australia Bank Ltd. 1,000,000 16.30 7. 7.83. I.B.D. 

Commonwealth Inscribed Stock 700,000 16.50 8. 7.83. 

Elcom Notes 944,277 11.90 11. 7.83. 
Australian Bank Ltd. 1,000,000 12. 70 13. 7.83. C.C.D. 

Commonwealth Trading Bank 987,314 16.75 13. 7.83. N.C.D. 

Westpac 1,000,000 16. 77 13. 7.83. I.B.D. 
Commonwealth Inscribed Stock 540,000 17.50 15. 7.83. 
A.N.Z. Banking Group Ltd. 1,000,000 13.25 15. 7.83. I.B.D. 
National Australia Bank Ltd. 1,000,000 12.80 15. 7.83. I.B.D. 

A.N.Z. Banking Group Ltd. 1,000,000 13.10 20. 7.83. I.B.D. 

Westpac 1,000,000 15. 90 20. 7.83. I.B.D. 
Commonwealth Trading Bank 469,591 15.55 26. 7.83. I.B.D. 
Commonwealth Inscribed Stock 1,232,000 16.50 29. 7.83. 
Bank of New Zealand 1,000,000 12. so 2. 8.83. C.C.D. 

State Bank of New South Wales 2,000,000 12.50 6. 9.83. C.C.D. 

A.N.Z. Banking Group Ltd. 1,000,000 12.00 6. 9.83. I.B.D. 

State Bank of New South Wales 1,000,000 13.00 6. 9.83. C.C.D. 

Primary Industry Bank of 
Aust. Ltd. 500,000 14.00 6. 9.83. C .C .D. 

State Bank of New South Wales 1,851,427 14.15 6. 9.83. N .C.D. 

Commonwealth Inscribed Stock 450,000 14.30 6. 9.83. 
Australian Bank Ltd. 925,456 15.00 6. 9.83. N.C.D. 
Banque Nationale de Paris 935,279 14.60 6. 9.83. N.C.D. 
Commonwealth Trading Bank 870,162 15.65 7. 9.83. N.C.D. 

State Bank of New South Wales 1,301,818 12.40 7. 9.83. N.C.D. 
Elcom Power Notes 186,944 14.65 12. 9.83. 

State Bank of New South Wales 951,215 13.00 12. 9.83. N.C.D. 
State Bank of New South Wales 964 ,085 12.95 12. 9.83. N.C.D. 
A.N.Z. Banking Group Ltd. 1,000,000 13.00 13. 9.83. I. B.D. 
National Australia Bank Ltd. 1,000,000 15.65 13. 9.83. I.B.D. 

National Australia Bank Ltd. 1,000,000 15.40 13. 9.83. I .B.D. 

National Australia Bank Ltd. 931,253 15.85 16. 9.83. N .C.D. 

Primary Industry Bank of 
Aust. Ltd. 500,000 9.70 30. 9.83. Deposit 

41,531,612 
----------

Investments reach their peak level at 30th June each year and are substantially 
reduced imnediately thereafter as the Board's surplus is distributed. 
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INVESTMENT POLICY 

1. Section 16A of the Totalizator (Off-course Betting) Act defines 
the Board's powers of investment. The Board has had long and 
successful experience in investing funds. 

2. Funds available for investment fall into three categories:-

(a) Surplus funds arising from the Board's operations and 
held in trust until distributed pursuant to Section 14 
(3)(c). 

(b) Funds held on deposit by the Board in respect of telephone 
betting deposits, security deposits by agents, and unpaid 
dividends. 

(c) Board Reserves and Provisions - Depreciation, Machine 
Replacement, Long Service Leave, etc. - held pending 
application to the purpose nominated. 

3. Funds held in respect of categories 2(a) and 2(b) above are only 
invested in authorised trustee securities. As regards funds 
held in respect of category 2(c) above, investments are usually 
confined also to authorised trustee investments although the 
Treasurer has approved in terms of Section 16A(l)(b) of the 
Board making investments in corrrnercial bills provided they are 
accepted and endorsed by major Trading Banks. As a matter of 
policy the Board has fixed the sum of $1. 5 million as the upper 
limit for investment in conmercial bills at any one time. 

4. For funds mentioned in 2(a) above, the term of investment is 
governed by the need to have funds available an dates defined by 
the Board's Scheme of Distribution. The term of investment for 
these funds is therefore short - in practice, 12 months or less. 

The funds referred to in 2(b) and 2(c) are also usually invested 
for a short term because of their use in meeting the Board's 
corrmitments of a capital nature and also to repay depositors or 
pay dividends from time to time. 

5. Investment policy operating within the Board can generally be 
divided into two areas:-

(a) Funds becoming available from day to day are placed with 
the Official Short Term M:mey Market "At Call". These 
funds are allowed to accumulate until - allowing for 
irrmediate corrmitments - they are lodged an term invest­
ments. 

The Board invests with all dealers in the Official Market 
at one time or another. The placement of funds is based 
on corrpetitive quotes, and offset costs such as Financial 
Institutions Duty. 

(b) When funds are available for a term investment, the terms 
within the constraints previously mentioned are decided 
and quotes are obtained from Trading Banks, Official-Dealers, 
Brokers and lVlerchant Banks. 

* * * * * * * * * * * 
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TOTALIZATOR 
AGENCY BOARD 
OF N.S.W 

Dear Sir, 

495 HARRIS STREET, ULTIMO. 2007 
TELEPHONE 211 0188. TELEGRAMS: 'TABSYD' 

Address all mail to: 
BOX 4168, G.P.O., SYDNEY 2001 

Our Reference 310/30 

25th July, 1984. 

I refer to your letter of 2lst June 1984, reference AG.83/66, 
addressed to the Board's former Chainnan and as requested corrment on 
the questions asked by you as follows:-

1. Q. What is the reliable guideline as to turnover required to achieve 
a profitable operation? 

A. A ~urnover of approximately $12,000 per week for a full branch 
o · dgency. At around this level the Board is able to cover 
.h2 direct costs of a branch or agency together with 
capreciation and interest on capital invested, subject to 
cental and carrnunication costs being normal. 

Approximately $5,000 per week is required in respect of a 
sub-agency. 

2. Q. How many selling outlets fall below this guideline? 

A. The latest survey which was presented to the Boarrl in February 
1984 showed that 33 agencies and 19 sub-agencies were in a 
loss situation prior to taking account of the revenue derived 
by the Treasury (carrnunity) from T.A.B. investments at these 
selling points. After taking account of this revenue, all 
selling points were providing a net benefit with the exception 
of 0ne sub-agency. 

!.f:-,en '"'~viewing the results of the survey the Board noted that 
i ,~ h:ctd a responsibili t.y to continue to operate agencies of ".:he 
siz2 mentioned as a means of combat.ting S.P. betting in 
j_solated areas. 

3. Q. On what basis does the Board decide to establish a selling 
out.let in a given location? 

A. An area survey is undertaken to provide statistical infonnation 
which is then reviewed to detennine whether a selling point 
ought to be established. Infonnation is obtained on:-

(a) Anticipated population to be served. This is Ascer':ai.ned 
from a number of sources, including the Australian Bureau 
of Statistics, Australia Post, local council, tourist 
infonnation, and authorities such as State Rail and the 
Department of Main Roads. 

The adult population is calculated in order to ascertain the 
number of potential off-course investing patrons. 

(b) The extent of corrmercial, industrial and residential develop­
ment in the area and the growth potential of each. 

(c) The location of existing and any new approved locations, 
their weekly sales figures and the possible effect on these 
should a selling point be established in the area under 
survey. 
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(d) The location of liquor outlets, i.e. hotels, bottle shops 
and clubs in the survey area and the annual licence fee 
of each. 

(e) The location of schools, places of worship, and any 
comnunity establishments which may raise an objection to 
the proximity of a T.A.B. selling outlet. 

(f) The location, leasing packages, and suitability of all 
vacant or potentially vacant shops within the survey area. 

(g) Ascertain the bet average of tne adult population in the 
selling points closest to the area surveyed in order to 
obtain a guide as to the sales potential within the area 
surveyed. 

(h) The availability of comnunication facilities. 

(i) Consider any special factors such as renoteness of area 
and representations for the establishment of a T.A.B. from 
local residents and/or local carmercial interests, etc. 

When the abovementioned infonnation has been assembled, it 
is reviewed and an analysis undertaken to establish the potential 
new business to be gained. A costing is then made to detennine 
the potential level of profit or loss to the Board. However 
the Board places strong errphasis on the need to provide its 
services to all the corrrnunity and it may open in an area even 
though inmediate sales are not expected to produce a profitable 
result to the Board. This would be done in cases where there 
is an expectation of grcwth in the area and where failure to 
es·:ablish c: selling outlet at the time could mean that suitable 
premises were not available at a later date. JVJoreover the Board 
is aware of its responsibility to provide suitable facilities as 
a means of assisting to ccmbat illegal off-course betting 
activities. 

4. Q. Why does the Board consider that assessing the profit (or loss) 
of a selling outlet is a "carplex and arbitrary" process? 

A. Firstly the Board has a nunber of objectives to achieve and as 
set out in its Annual Report these are:-

Primary Objective 

To provide an efficient and economical off-course totalizator 
betting service on galloping, trotting a~d greyhound racing 
events for the use of the public throughout New South Wales and 
to act as a representative of Australian Soccer Pools Pty. Ltd. 

Secondary Objectives 

(i) To finance its operations and capital expansion and renewal 
prograrrrnes without cost to the comnunity. 

(ii) To make a surplus or profit for distribution to racing 
clubs and controlling authorities in order to assist in 
financing their capital and operating costs. 

(iii) To collect on behalf of the State a statutory ccxrmission on 
off-course totalizator investments which is applied towards 
financing corrrnunity services provided by the Government of 
New South Wales. 

It is to be noted the maximising of its surplus or profit for 
distribution to the racing industry is not an objective as such. 
It is considered that the performance reviews now being undertaken 
within the Board enable it to achieve and monitor whether its 
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objectives are being attained in an economical and efficient 
manner. To attempt to ascertain the profit or loss of each 
of the Board's selling outlets which totalled 603 at 30th 
June 1983 would result in additional cost without enabling the 
Board to achieve its objectives in a better way. As such 
it would be less economical and less efficient than existing 
procedures for oversighting results. 

Specifically a complex and arbitrary system of costing would 
need to be established in order to obtain the profit or loss 
of each selling point because so many of the Board's major 
costs are incurred in providing a ,,orrrnon service to all or a 
number of selling outlets. sane of the major costs involved 
are computer systems operating costs, Telecom corrmunication 
costs, radio broadcast costs, machine maintenance, as well as 
the general head office administrative costs. 

PAGE 3 

The value of the results obtained from making arbitrary apportion­
ments of the abovementioned costs is considered to be of far less 
use to the Board in gauging the effectiveness of its operations 
than is the case under its existing system. At the same time 
such results would be more costly to obtain. 

Mr. R. Carr, M.P., 
Chairman, 
Public Accounts Corrmittee, 
Parliament House, 
SYDNEY, 2000 
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----------J.J. MAUNSELL, 

Chairman. 
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TOTALIZATOR 
AGENCY BOARD 
OF N.S.W 

Dear Mr. Carr, 

495 HARRIS STREET, ULTIMO. 2007 
TELEPHONE 211 0188. TELEGRAMS: 'TABSYD' 

Address all mail to: 
BOX 4168, G.P.O., SYDNEY 2001 

Our Reference 310/30 

lOth August, 1984 

In response to a telephone request for information on the 
various components which are taken into account in the costing of 
branches and agencies in the arrival of the cut-off points for 
reviewing viability, I have to advise that the cost components 
taken into account are -

1. Agency 

(a) Agents remuneration 

(b) Rental 

(c) Betting tickets, race lists, stores and 
stationery 

(d) Communications 

(e) Machine maintenance 

(f) Property maintenance 

(g) Security insurance 

(h) Bank charges 

(i) Depreciation and Interest on capital 

2. Sub-Agency 

As for an agency except no allowance is made for (b) Rental 
and (f) Property Maintenance, as any costs in respect of 
these items are met by the sub-agent. 

All branches have a turnover well in excess of $12,000 per 
week. 

Typical examples of particular agencies covered by the last 
review made within the Board are -

Agency Cringila Wallerawang 

$ $ 

Average weekly turnover 12,512 11,240 

Government's Income (approx. 8%) 1,001 899 

Board's Income 1,009 977 
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Expenses -

(a) Agents remuneration 

(b) Rental 

(c) Betting tickets, etc. 

(d) Communications 

(e) Machine maintenance 

(f) Property maintenance 

(g) Security insurance 

(h) Bank charges 

(i) Depreciation and interest 
on capital 

Result to Board 

Cringila 
$ 

641 

llO 

32 

49 

24 

23 

ll 

6 

136 

1,032 

23 Loss 

For sub-agencies, typical examples are -

Average weekly turnover 

Government's Income (approx. 8%) 

Board's Income 

Expenses -

(a) Agents remuneration 

(c) Betting tickets, etc. 

(d) Communications 

(e) Machine maintenance 

(g) Security insurance 

(h) Bank charges 

(i) Depreciation and interest 
on capital 

Result to Board 

Barradine 
$ 

5,139 

4ll 

398 

227 

15 

126 

12 

6 

5 

30 

421 

23 Loss 

PAGE 

Wallerawang 
$ 

555 

80 

24 

54 

16 

23 

ll 

5 

142 

910 

67 Profit 

Alstonville 
$ 

4,986 

399 

388 

231 

16 

43 

12 

6 

4 

30 

342 

46 Profit 

I trust this information will satisfy the Committee's 
requirements. 

Mr. R. Carr, M.P., 
Chairman, 
Public Accounts Committee, 
Parliament House, 
SYDNEY. 2000. 

Yours sincerel,y, ,~~-
J~UNSELL, 
Chairman. 
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TRAFFIC AUTHORITY OF NEW SOUTH WALES 

Auditor-General's Report Reference: Part II, Page 365. 

Issue examined by the Committee: 

~ 

* The basis on which contributions from the Sydney Harbour 
Bridge Account, the Berowra to Calga Tollway and the 
Waterfall to Bulli Tollway are determined. 

Authority's Response: 

The Authority's response commences on the next page. 

In summary: The contributions are limited by the relevant 
legislation to such amounts as are sufficient to recoup 
payments made for the provision of traffic and driver aid 
facilities such as signposting, lane change operations and 
breakdown services. 

Result of Committee's Deliberations: 

No further action is required in respect of the 1982-83 
operations. 

-~-



453 New South Wales Government 

Traffic Authority of New South Wales 

Mr. Michael Egan, B.A., M.P., 
Chairman, 
:Public Accounts Committee, 
Parliament House, 
SYDNEY. 2000 

Dear Mr. Egan, 

Rosebery Centre 

Primrose Avenue, Rosebery 

Box 110. P.O. Rosebery 2018 

TA.40.045 

11. JAN.1984 

Telephone 663 8222 

Extension 

I refer to your letter dated 14th December, 1983 (reference AG 83/62) 
concerning Sydney Harbour Bridge revenue deposited in the Traffic 
Facilities Flllld in 1982/83. 

The contributions to the Traffic Facilities Flllld from Sydney Harbour 
Bridge revenue are limited under the Sydney Harbour Bridge Administration 
Act (Clause 7(1)(ivf) and (Clause 23(d) of the Traffic Authority Act) to 
such amounts as are sufficient to recoup the payments made from the fund 
for the provision of traffic and driver aid facilities, such as 
signposting, lane change operations and breakdown services in respect of 
the Bridge and prescribed approaches. 

In 1982/83 the cost of works carried out at Sydney Harbour Bridge 
amounted to $2.105M, 

Similarly the Main Roads Act (Section 31E) limits the use of tolls 
received at the Berowra to Calga and Waterfall to Bulli Pass Tollworks to 
the cost of works associated with each of those facilities, 

In 1982/83 the cost of works carried out for the Berowra to Calga 
Tollwork amounted to $0.444M. and for the Waterfall to Bulli Pass Tollwork 
$0,213M. Traffic volume and therefore the need for sevices is less at 
these locations. 

Yours faithfully, 



TREASURER 

Auditor-General's Report Reference: Part I, Page 112. 

Issues examined by the Committee: 

* The $65,869,754 expenditure which had not been 
sanctioned and appropriated by Parliament. 

Treasurer's Response: 

The entire Treasurer's response commences on the next page. 

In summary: $42.7 million of the $65.9 million expenditure 
authorised in suspense relates to the new Department of 
Finance from 1 February, 1983, to 30 June, 1983. The other 
$23.2 million relates to provision for relief measures 
associated with natural disasters. 

Result of Committee's Deliberations: 

No further action required. 

-~-
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New South Wales Government~ 

The Treasury, New South Wales 
Mr Michael Egan BA, MP 
The Chairman 
Public Accounts Committee 

Dear Mr Egan 

State Office Block 
Macquarie Street 
Sydney, NSW 2000 

Contact 

Our reference: 

Your reference: 

- '.""~," 
; -· ·- ·.· 

Box 5285 G.P.O. 
Sydney 2001 
DX 22 Sydney 

Telephone: 2 0576 

Extension: 

Reference is made to your letter of 11 October 1983 
requesting written comments about the purpose and 
circumstances of payments unauthorised in suspense by 
the Treasurer in 1982/83 of $65,869,754 as reported 
by the Auditor General. 

Statements setting out the required information are 
attached. The delay in furnishing the advice is regretted. 

Yours sincerely 

/.rj/sec~ 
Comptroller of Accounts 
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"Payments Unauthorised in Suspense" - 1982/83 

Treasurer Item: Provision for Relief Measures associated with 
Natural Disasters 

1. Total expenditure on the item was $63,190,865, $33,190,865 
more than the Budget allocation of $30,000,000. Of the 
additional expenditure, $10,007,208 was provided from 
Treasurer's Advance Account and $23,183,657 was accounted 
tor as "Payments Unauthorised in Suspense". 

2. As indicated on page 60 of the Audi-tor-General's Report, 
Part 1, the payments "were mainly in response to drought 
conditions and included $39 million to the State Bank 
(compared with $3,900,000 in 1981/82) as agent for the 
Government in making payments'~ Full details of the 
expenditure are set out below:-

Payments to State Bank for repayable advances 
to primary producers under the special 
drought relief schemes and the cereal growers 
scheme 

Expenditure by Department of Agriculture on -

Road freight concessions for Livestock 
movements 

Road freight concessions for Fodder 
movements 

Water cartage subsidies 

Stock slaughter scheme 

State Rail Authority -

Freight rebate on Livestock movements 

"Fodder II 

Payments to Water Resources Commission for 
purchase of 2 drilling rigs for the sinking 
of bores on properties 

Other expenditure 

* Loans approved in 1982/83 amounted to 
$44 million and actual expenditure was 
$35.8 million. Not all primary 
producers take up approved loans either 
at all, or in full. 

$000 

39,000 * 

7,526 

l4 I 754 

943 

111 

148 

15 

677 

17 

63,1.91 

3. The Commonwealth provides financial assistance to the State 
for approved disaster relief measures. Because of the 
higher than anticipated level of expenditure on such 
measures in 1982/83 payments from the Commonwealth at 
$32,557,000 were $18,657,000 in excess of the Budget 
estimate of $13,900,000. 

4. The level of expenditure on relief measures fluctuates 
considerably from year to year as illustrated by the 
following table:-

Year 

1979/80 
1980/81 
1981/82 
1982/83 
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Expenditure 
$000 

8,458 
67,769 
18,502 
63,191 
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2. 

5. Thus expenditure requirements for relief schemes can 
only be estimated within a wide margin of uncertainty. 
When the estimate of $30 million for 1982/83 was 
prepared the severity of the drought conditions which 
ultimately developed during the year could not be 
foreseen. The course of the drought is illustrated 
in the following table which shows comparative monthly 
figures for Pastures Protection Districts drought 
declared (out of the total of 58 in the State):-

1981/82 1982/83 

August 30 38 
September 22 51 
October 22 52 
November 14 52 
December 6 52 
January 8 53 
February 11 51 
March 16 52 
April 11 52 
May 12 48 
June 22 23 

6. In summary, the over-expenditure on the item was 
unavoidable in meeting commitments under approved 
relief schemes in the face of drought conditions of 
extreme severity. 
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Payments Unauthorised in Suspense - 1982/83 

Treasurer: Various Items totalling $42,686,097 

1. A detailed listing of the amounts and relevant items 
totalling $42,686,097 is attached. These relate to 
payments made by the Treasurer from the Treasury -
Head Office Vote in respect of functions transferred 
to the Minister for Finance from lst February, 1983, 
following the establishment of the Finance portfolio 
within the new Ministry introduced on that date. 

2. The full range of functions transferr~d to the Minister 
for Finance comprised:-

(a) Land Tax Office. 

(b) Stamp Duties Office. 

(c) State Lotteries Office. 

(d) Poker Machines Branch 

(e) Charities Branch. 

(f) Business Franchise Licences Branch. 

(g) Related functions involving certain expenditure 
items within the Other Services Section of the 
Treasury - Head Office Vote. 

3. (a), (b) and (c) were covered by separate expenditure Votes 
and in accordance with normal practice, expenditures following 
the transfer were covered with delegations between the 
Ministers and the full year expenditures were recorded in 
the Public Accounts for each unit under the Minister for 
Finance. 

(d), (e), (f) and (g), on the other hand, were covered by 
a range of items within the Treasury Head Office Vote and 
the relevant full year expenditures were recorded in the 
Public Accounts against the original items in the Treasurer's 
Estimates. Such presentation in the Public Accounts was 
in conformity with provisions of the new Public Finance 
and Audit legislation which are designed to improve the 
clarity and readability of the document. 

4. The expenditures in respect of (d), (e), (f) and (g) for 
the period 1 February to 30 June, 1983, needed to have been 
covered (to the extent of available appropriations) by 
Ministerial delegations or wholly accounted for as "Payments 
Unauthorised in Suspense". The latter approach was, in 
fact, adopted in the preparation of the Public Accounts and 
this treatment was accepted by the Auditor-General. While 
in the technical sense "Payments Unauthorised in Suspense" 
of $42,686,097 were involved, the actual over-expenditures 
on the relevant items was $11.950~.as listed below:-

••• 2 
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First Home Purchase - Stamp Duty 
Deferred Payments Scheme 

Remissions and Refunds - Death 
Duty 

Remissions and Refunds - Licence 
Fees, Business Franchise 
Licences (Petroleum Products) 
Act 

Remissions and Refunds - Land 
Tax 

Remission~ and Refunds - Licence 
Fees, Business Franchise 
Licences (Tobacco) Act 

Transfers of proceeds of fees 
payable under Business Franchise 
Licences (Petroleum Products) 
Act for works on roads 

Budget 

$000 

13, 500 

200 

9,000 

50 

378 

29,000 

52,128 

Actual 

$000 

20,622 

377 

12,347 

151 

468 

30,113 

64, 078 

First Home Purchase - S.D.D.P.S. ($7.122 million) 

Excess 

$000 

7,122 

177 

3,347 

101 

90 

1,113 

11,950 

The over-expenditure relates to an increase in eligible 
applications for assistance not anticipated when the 1982/83 
Estimates were framed. Expenditure on the item in previous 
years amounted to $8.983 million in 1980/81 and $13.122 
million in 1981/82. The scope of the scheme was increased 
by raising the upper limit on the value of eligible homes 
from $50,000 to $75,000 in the 1981/82 Budget but no 
further change was made in the 1982/83 Budget. 

Remissions and Refunds - Licence Fees - Petroleum Products 
($3.347 m1l11on) 

The item relates to the costs of the reduction of fees in 
border areas of the State. The tax was introduced in 
1982/83 and it was somewhat difficult to estimate the cost 
of remissions in the first year of operation. In the event, 
the scheme required expenditure in excess of the appropriation. 

Transfers of Fees for Roadworks ( $1.113 million) 

The item relates to the transfer to accounts within Special 
Deposits Account of the revenue derived from licence fees 
on sales of automotive distillate to be used for road 
purposes. As 1982/83 was the year of introduction of the 
tax, there was only limited information on which to base 
estimates of the revenue yield and the amount of revenue to 
be set aside for roads. In the event, total revenue from 
licence fees exceeded the Budget estimate by $7.6 million 
and the amount of $1.113 million in excess of estimate was 
required to be transferred for roadworks. 

Other Items ($0.368 million) 

The amount of over-expenditure on these items was relatively 
small and resulted from the extent of the concessions 
approved during the year. The nature of the items is such 
that precise estimates of expenditure are not practicable. 
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Department of Finance - Expenditure 1/2/83 to 30/6/83 

Item 

A1 
A2 
A3 

Salaries Wages and Allowances 
Leave on Retirement, Resignation, etc. 
Overtime 

Amount 
$ 

633,751.40 
9,419.99 

354.26 

B1 Workers Compensation 
Personal Accident Insurance etc. 
Meal Allowances 

Total A items643,525.65 

1,545.02 
7, 124.05 
1,214.04 

B2 Rent 
Rates 
Maintenance Alterations Additions and Renewals 
Insurance 

B3 Travel 
Motor Vehicles - Running Costs .... etc. 
Freight Cartage & Packing 

B4 Advertising and Publicity 
Books Periodicals and Papers 
Postal and Telephone Expenses 
Gas & Electricity 
Printing 
Stores, Provisions .... etc. 
Fees for Services Rendered 
Other Insurance 
Minor Expenses N.E.I. 

71,493.52 
1 ,557 .15 

784.38 
42,385.01 
43,579.11 
10,443.46 

78.64 
2,541.33 

26.81 
23,532.24 
17 , 21:!6 • 10 
12,951.68 
1, 710.16 

62.00 
179.81 
247.85 

Total B items238,742.36 

C1 First Home Purchase - Stamp Duty Deferred 
Payments Scheme 

C6 Remissions and Refunds, as Acts of Grace,­
V.G's fees 

C7 Acts of Grace - Death Duty 
CS 11 11 11 - Business Franchise 

Licences (Petroleum Products Act 1982) 
C10 Acts of Grace - Land Tax 
C44 11 11 11 - Business Franchise Licences 

(Petroleum Act 1974) 
C48 Acts of Grace - Business Franchise 

C50 

Licences (Tobacco) Act 
(Transfers to Accounts within Special Deposits 
(Account of the proceeds of fees payable under 
( Business Franchise Licences 

f 
(Petroleum Products) Act 1982 
for works on classified and unclassified 
roads 

Total C items 

Grand Total 
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10,736,424.63 

729,016.26 
226,783.82 

12, 191 ,658.35 
130,055.20 

557.84 

214,938.59 

17,574,394.55 
41,803,829.24 

42,686,097.25 
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THE TREASURY 

Auditor-General's Report Reference: Part I, 
Pages 9 - 10 
and 13 - 16 

Issues examined by the Committee: 

* 

* 

Why various revenues received and specific purpose 
payments from the Commonwealth are subject to different 
treatments: some are paid into the Consolidated Fund, 
some direct to Special Deposits and others to Special 
Deposits via the Consolidated Fund. 

Why tables in the Public Accounts are not indexed. 

Treasury's Responses: 

After reviewing the initial response from the Treasury the 
Committee sought further information. The initial response 
commences on the next page with the second response 
following. 

In summary: The Treasury's treatment of various revenues 
complies with statute law or Government policy. The 
differences in accounting treatment of Commonwealth payments 
to the State is mainly due to the differences in the nature 
of the Commonwealth payments and the conditions attached 
to them. The 1983-84 Public Accounts will contain a 
comprehensive index. 

Result of Committee's Deliberations: 

Further action deferred pending the Committee's review of 
the 1983-84 Auditor-General's report and the Public 
Accounts. 
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New South Wales Government .. 

The Treasury, New South Wales 

Mr M Egan BA MP 
Chairman 
Public Accounts Committee 
Parliament House 
SYDNEY 2000 

Dear Mr Egan 

State Office Block 
Macquarie Street 
Sydney, NSW 2000 

Contact 

Our reference: 

Your reference: 

Box 5285 G.P.O. 
Sydney 2001 
DX 22 Sydney 

Telephone: 2 0576 

Extension: 

Reference is made to your letter (AG 83/16) of 30 November, 
1983, seeking my comments on certain matters arising from 
the Auditor-General's Report on the 1982-83 Public Accounts. 

A short paper dealing with the particular issues mentioned 
is attached. 

On the more general matter of improving the clarity of the 
Public Accounts in the future, I wish to advise that, in 
accordance with the practice followed in the past few years, 
I have set up a small committee of senior Treasury officers 
to study the further development of the State's financial 
documents. I anticipate that this committee will furnish 
detailed proposals to me within the next 2 to 3 months 
concerning changes in the format of the Public Accounts 
and the Budget Papers. In the circumstances but subject 
to the timetable for the Public Accounts Committee's review, 
I feel it would be preferable for me to submit my comments 
on improvements to the Public Accounts at a later stage. 

Yours sincerely 

Secretary and 
Comptroller of Accounts 

Encl 
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Treasury submission to the Public Accounts Committee 

Issue 1 

"Various revenues receive different treatment without any apparent 
reason. Some revenues are paidinto the Consolidated Fund, others 
are paid directly into Special Deposits, whilst others are paid to 
Special Deposits via the Consolidated Fund." 

Treasury Comment 

The short answer is that the treatment of revenues is prescribed 
by law. If there is a failure to comply with the statutory . 
requirements the Auditor-Ge~eral reports the matter as a variation 
or suspension of the provisions of statutes (see the comment 
concerning the collections of the Department of Leisure, Sport 
and Tourism on page 115 of Part 1 of the 1982/83 Report). 

The general requirement for the payment of all revenues of the 
Crown to the Consolidated Fund is contained in Section 39 of 
the Constitution Act, 1902. There is, however, a number of other 
statutes that prescribe different treatment for particular 
categories of revenue, e.g. the Gaming and Betting Act in respect 
of poker machine taxes, the Forestry Act in relation to timber 
royalties, the Transport Act in regard to motor vehicle 
registration and driver's licence fees, and so on. 

The assignment or hypothecation of particular revenues for 
particular expenditure purposes (which requires different 
accounting treatment from general revenues) arises from Government 
policy decisions. These decisions might be viewed as generally 
desirable and necessary in gaining community acceptance for the 
implementation of policy and for other reasons. For example, 
the assignment of poker machine tuxes for hospital subsidies and 
aged persons' housing would no doubt have been significant in 
relation to the community's perception of the merit of the policy 
of legalising poker machines. Other cases, of course, involve 
other kinds of policy considerations and objectives. 

In summary, the Treasury treatment of various revenues complies 
with statute law and Government policy. 

Issue 2 

"Specific Purpose payments from the Commonwealth are subject to 
even more varied treatment. Some are paid into the Consolidated 
Fund and spent through the normal appropriation process or 
transferred to Special Deposits Accounts. Some are paid into 
Special Deposits Accounts to be spent, or transferred to other 
accounts, or even paid back, in part, to Consolidated Fund. 
Present Treasury accounting practice does not enable direct 
tracing in the State accounts of all money shown in Commonwealth 
cudget pa~ers as paid to the State for specific purposes. The 
degree of congruence in total of the two sets of published 
figures is measured in comments under 'Review of Finances' later 
in. this report (A.G. p.10). ". "A comparison with Commonwealth 
Budget Paper No. 7, Table 69, shows Commonwealth payments to and 
borrowings for New South Wales in 1982-83 as $5,129.1 million. 
This is $1,938.9 million more than the receipts into the 
Consolidated Fund shown above. One of the Commonwealth payments, 
its contribution of $14.4 million to the National Debt Sinking 
Fund, is paid direct to that Fund and not received in cash by 
the State. The balance ($1,924.5 million) presumably is the 
measure of Commonwealth moneys taken into Special Deposits 
Accounts." (A.G. p.14) . 

• • • 2 
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Treasury Comment 

Information on the various Commonwealth payments to the State 
(including the accounting treatment) is contained in the N.S.W. 
Budget Paper No. 4 "Financial Arrangements Between the 
Commonwealth and New South Wales". 

The differences in accounting treatment derive mainly from 
differences in the nature of the Commonwealth payments and in 
the conditions attached to them. For the purpose of explanation, 
the payments might be broadly categorised as follows:-

(a) Block grants in support of services provided through 
Departments operating on the Consolidated Fund. 

(b) Grants or advances for specific programs provided 
through Departments operating on the Consolidated Fund. 

(c) Grants/advances for State authorities which (under 
statutory provisions) operate outside of the Consolidated 
Fund. 

(d) Payments for bodies outside of the Government financial 
sector. 

(e) Notional payments, not involving cash. 

This is a simplified classification and in some cases specific 
purpose grants relate to more than one category. 

Two simple examples under category (a) are the grants for Home 
Help Services and Pre-school Education. The former is 
provided on the basis of 30% of the subsidies paid by the State 
to support this service and the latter is a set annual amount 
for pre-school capital and recurrent requirements. Both 
Commonwealth payments are credited direct to the Consolidated Fund 
from which the higher State outlays on these services are met. 
A further example which follows the same pattern is the Mortgage 
and Rental Relief Scheme. In this case, however, the expenditure 
provision is transferred to Special Deposits Account from which 
the actual payments are made, the reasons being that more than 
one administration is involved in the scheme (Departmentsof 
Youth and Community Affairs and Consumer Affairs) and the need 
to match Commonwealth contributions in the year of receipt. 

There is a number of grants schemes under category (b). The 
normal accounting in these cases is to credit Commonwealth 
advances to Special Deposits Account and make transfers therefrom 
to the Consolidated Fund as qualifying expenditure is incurred 
from that Fund. A simple example is the T.A.F.E. capital works 
program which includes Commonwealth funding for particular 
projects approved in detail by the Commonwealth authorities. 
Commonwealth recurrent grants for special State school programs 
are dealt with in a similar fashion. 

Commonwealth assistance for the Water Resources Assessment Program 
involves allocation and disbursement over authorities under both 
category (b) and category (c). The accounting procedure is to 
hold Commonwealth advances in Special Deposits Account and then 
make disbursements appropriate to program expenditures by the 
Water Resources Commission (Consolidated Fund) and the Metropolitan 
and Hunter District Water Boards. 

A significant proportion of the total sum provided in Commonwealth 
specific purpose payments falls under category (c), the main 
fields being roads and welfare housing: As the relevant statutes 
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provide for the funding of the Department of Main Roads and the 
Housing Commission outside of the Consolidated Fund, it would be 
incongruous to pass Commonwealth payments for these authorities 
through the Consolidated Fund. The procedure is to credit the 
payments to the relevant statutory accounts within Special 
Deposits Account. 

The payments in category (d) are effected through the State 
for constitutional or Commonwealth policy reasons, the major 
programs being assistance for non-government schools, the 
financing of universities and colleges of advanced education, 
the tax-sharing scheme for local government, the coal mining 
industry long service leave scheme and the Commonwealth drought 
fodder subsidy scheme. 

For most of these schemes the State simply acts as a "post office" 
for recording and distributing the funds immediately they are 
received from the Commonwealth in accordance with Commonwealth 
directions, although in the case of the fodder subsidy scheme 
the State had to assume responsibility for administration on the 
Commonwealth's behalf. Generally, the accounting procedures 
involve the recording of the receipts and payments through 
appropriately identified Special Deposits Accounts. 

Over $24 million was recorded in Commonwealth budget documents 
for 1982/83 under category (e) in respect of land acquisition and 
growth centres. The transactions are described by the Commonwealth 
as follows: "the capitalised interest provisions in the estimates 
represent, in effect, notional advances to the States which are 
offset by equivalent notional receipts from the States. The 
notional advances indicate the extent of the concession actually 
afforded the States by the deferment andcapitalisation of interest 
payments". As the payments do not involve cash, nothing is 
recorded in the Consolidated Fund or Special Deposits Account. 

The Commonwealth's "Identified Health Grant" is in a special 
category. This replaced from 1981/82 the grant formerly payable 
under the hospital cost sharing agreement. Although stated to 
be for general purposes (despite the nomenclature) the grant 
is required for the payment of hospital subsidies (in substitution 
for the grant it replaced) and hence the same accounting 
procedure has been maintained, involving the crediting of the 
Commonwealth assistance to the Hospital Fund in Special Deposits 
Account for payment together with State contributions of subsidies 
to hospitals. Later this year new Commonwealth payments in 
respect of the Medicare scheme will be received and the same 
accounting procedure will also be applied to these. 

The foregoing, admittedly sketchy, outline of Commonwealth 
specific payments may suffice to illustrate the diversity in 
this field and consequently the need for varied accounting 
treatment. 

In general the principle followed is to avoid inflating the 
receipts and expenditures of the Consolidated Fund by transacting 
through that Fund Commonwealth payments which are subject to 
terms and conditions that direct the assistance to authorities 
not generally financed through the Consolidated Fund. Such 
terms and conditions, of course, preclude any real power of 
appropriation over the sums involved by State Parliament. 
The payments that are passed through the Consolidated Fund 
are those which relate to parts of the services provided by 
the Departments which rely wholly or mainly on the Consolidated 
Fund for their general financing. By and large, the payments 
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that are recorded solely through Special Deposits Account are 
those that relate to bodies which by law operate under accounting 
arrangements separate from the Consolidated Fund or relate to 
special Commonwealth schemes for which the State has little 
more than an agency involvement. (The treatment of the 
Identified Health Grant is perhaps an exception, being a hybrid 
general purpose/specific purpose form of assistance.) 

As previously mentioned, full details of Commonwealth payments 
to the State are contained in Budget Paper No. 4 "Financial 
Arrangements Between the Commonwealth and New South Wales". 
Such payments carried to the Consolidated Fund are detailed 
under the receipts of that Fund. The transactions through 
Special Deposits Account are shown in table 12 of the Public 
Accounts, while table 17 of the Accounts indicates the purpose 
and authority for each account. Budget Paper No. 2 "Supplementary 
Budget INforrnation" shows the utilisation of Commonwealth payments 
within the State's overall capital works program. 

Issue 3 

"The use of Special Deposits Accounts made it difficult to obtain 
an overall perception of the total operations of government." 
"The Victorian Government has taken steps to make its public 
accounts easier to interpret - during 1982-83 it closed down 
141 Trust Accounts and now has 165 of these accounts - by 
contrast N.S.W. had 267 of these accounts with non-zero balances 
as at 30 June, 1983." 

Treasury __ C::.~1!:li:r!_E: n t 

The new document produced this year "Budget Estimates Classified 
by Program" shows "gross program" costs financed from the 
Consolidated Fund and other sources (including Special Deposits 
Account). Budget Paper No. 2 contains (at pages 100 to 102) 
an overview of the State public sector receipts and outlays 
based on national accounting concepts. The latter has, of 
course, wider coverage of "Government operations" but naturally 
less detail than the former presentation. 

Because of the range and size of the statutory authorities which 
operate outside of the Treasury funds system, an overall perception 
of the total operations of government cannot be obtained through 
any conceivable changes in the use of Special Deposits Accounts. 
Such perception is possibly best achieved through the national 
accounting presentation in Budget Paper No. 2. 

With regard to the number of accounts within Special Deposits 
Account, it has been the Treasury approach for some years now to 
avoid creating new accounts whenever possible. It is also 
accepted that there needs to be a periodical review, cull and 
re-organisation of the accounts and a Treasury committee will 
be undertaking such a review in the course of the current 
financial year. 

Issue 4 

"The Committee also noted that the lengthy tables which form 
the Public Accounts are not indexed and hence the process of 
locating a particular item is somewhat inefficient." 

Treasury Comment 

rt is accepted that there are some edi,torial shortcomings 
Public Accounts presentation, such as lack of indexing. 
Treasury will be seeking improvements in presentation for 
future. 
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New South Wales Government & 
The Treasury, New South Wales 

Mr. R. Carr M.P. 
Chairman 
Public Accounts Committee 
Parliament House 
SYDNEY 2000 00 

Dear Mr. Carr 

State Office Block 
Macquarie Street 
Sydney, NSW 2000 

Contact 

Our reference: 

Your reference: 

Box 5285 G.P.O. 
Sydhey 2001 
DX 22 Sydney 

Telephone: 2 0576 

Extension: 

I refer to Mr. Aquilina's letter of 31st May, 1984 and my 
subsequent discussions with the Director in which it was 
agreed that a reply might be deferred until the Budget 
preparation was out of the way. 

The revised format of the Public Accounts for the year 
ended 30th June, 1982, tabled by the Treasurer in September, 
1982 contained a complete listing of Special Deposits Accounts 
indicating the authorisation for and purpose of each account. 

This listing was repeated in full in the 1982/83 Public 
Accounts and the 1983/84 Public Accounts will include a 
schedule of variations to the accounts. It is proposed 
to print a full listing every three years, but the 1982/83 
Public Accounts should give ~he Committee the information 
sought. If there is any additional information needed 
Mr. D. Nicholls, Assistant Secretary and Deputy Comptroller 
of Accounts would be happy to assist. 

With regard to your enquiry concerning the Committees of 
Treasury Officers, the Committee on the re-organisation of 
the Special Deposits Accounts has furnished its interim 
report and the Treasurer has agreed to proposals which will 
considerably reduce the number of individual accounts. 
Legislation will be needed in a number of cases and a Minute 
seeking Cabinet's approval to this has been prepared. The 
Committee is continuing its review and is currently looking 
at the treatment of Commonwealth payments. 

The second Committee has devoted a lot of attention to 
modernising the procedures for preparation of the draft 
budget documents and public accounts. It also concentrated 
on the problems of integrating program budgeting with the 
line-item budget. The Appropriation Bill will also reflect 
the results of the Committee's suggestions. Additional 
information is to be provided in Budget Paper No. 3 and 
changes have been made to the form of the Receipts Statement. 

You will be pleased to know that in response to the Public 
Accounts Committee's comments, the 1983/84 Public Accounts 
will contain a comprehensive index. 

Yours sincerely 

i ( 

1A (J/)f, 
J ,$ecretary and 
''/Comptroller of Accounts 
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New South Wales Government 

The Treasury, New South Wales 

Mr. R. Carr M.P. 
Chairman 
Public Accounts Committee 
Parliament House 
SYDNEY 2000 00 

Dear Mr. Carr 

State Office Block 
Macquarie Street 
Sydney, NSW 2000 

Contact 

Our reference: 

Your reference: 

Box 5285 G.P.O. 
Sydhey 2001 
DX 22 Sydney 

Telephone: 2 0576 

Extension: 

I refer to Mr. Aquilina's letter of 31st May, 1984 and my 
subsequent discussions with the Director in which it was 
agreed that a reply might be deferred until the Budget 
preparation was out of the way. 

The revised format of the Public Accounts for the year 
ended 30th June, 1982, tabled by the Treasurer in September, 
1982 contained a complete listing of Special Deposits Accounts 
indicating the authorisation for and purpose of each account. 

This listing was repeated in full in the 1982/83 Public 
Accounts and the 1983/84 Public Accounts will include a 
schedule of variations to the accounts. It is proposed 
to print a full listing every three years, but the 1982/83 
Public Accounts should give the Committee the information 
sought. If there is any additional information needed 
Mr. D. Nicholls, Assistant Secretary and Deputy Comptroller 
of Accounts would be happy to assist. 

With regard to your enquiry concerning the Committees of 
Treasury Officers, the Committee on the re-organisation of 
the Special Deposits Accounts has furnished its interim 
report and the Treasurer has agreed to proposals which will 
considerably reduce the number of individual accounts. 
Legislation will be needed in a number of cases and a Minute 
seeking Cabinet's approval to this has been prepared. The 
Committee is continuing its review and is currently looking 
at the treatment of Commonwealth payments. 

The second Committee has devoted a lot of attention to 
modernising the procedures for preparation of the draft 
budget documents and public accounts. It also concentrated 
on the problems of integrating program budgeting with the 
line-item budget. The Appropriation Bill will also reflect 
the results of the Committee's suggestions. Additional 
information is to be provided in Budget Paper No. 3 and 
changes have been made to the form of the Receipts Statement. 

You will be pleased to know that in response to the Public 
Accounts Committee's comments, the 1983/84 Public Accounts 
will contain a comprehensive index. 

Yours sincerely 

. I 

'; /' A ) ~ · .. _i_. i i . > 
~~.--'-, .... / ,A.,; ~.J 

, ecretary and 
k'"icomptroller of Accounts 
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THE TREASURY 
and the 

DEPARTMENT OF MOTOR TRANSPORT 

Auditor-General's Report Reference: Part I, Page 35. 

Issues examined by the Committee: 

In respect of consolidated fund receipts regarding services 
rendered by police in the supervision and control of traffic, 
issues examined by the Committee included: 

* 

* 

* 

How the costs of the police services are assessed and 
allocated to each user? 

To which police services these charges apply? 

Amount of revenue received from Councils in respect of 
police services in 1982/83. 

Treasury's Response: 

The Treasury's response commences on the next page. 

Department of Motor Transport's Response: 

After reviewing the Treasury's response the Committee wrote 
to the Department seeking clarification on a number of 
matters. The Department's response follows that of the 
Treasury. 

Result of Committee's Deliberations: 

The Committee is currently conducting a review into 
uncollected parking and traffic fines, to which the issues 
above are related, and it is expected that a separate report 
will emanate from that review. 
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New South Wales Government 

The Treasury, New South Wales 

Mr M Egan BA MP 
Chairman 
Public Accounts Committee 
Parliament House 
SYDNEY 

Dear Mr Egan 

State Office Block Box 5285 G.P.O. 
Macquarie Street Sydney 2001 
Sydney, NSW 2000 DX 22 Sydney 

Contact 

Our reference: T78/6821 

Telephone: 2 0576 

Extension: 

2 D DEG 1983 

Reference is made to your letter of 30th November, 1983, 
concerning the Consolidated Fund receipt in respect of 
the Police supervision and control of traffic. 

Attached is a statement setting out the background 
information sought by your Committee on this .. matter. 

Yours faithfully 

Secretary and 
Comptroller of Accounts 

Encl 



RECOUPMENT OF THE COST OF POLICE TRAFFIC SERVICES 

BACKGROUND INFORMATION 

1. Traffic services rendered by Police 

In its role of controlling and supervising traffic on all roads 
in N.S.W. and enforcing the traffic laws, the Police Department 
renders the following services -

Highway Patrol - Main function is to enforce the traffic laws 
on highways and main roads while assistance is provided in other 
areas such as the escort of large or dange~ous loads. 

Parking Patrol - The Police Department is responsible for the 
supervision of parking restrictions. Infringement notices 
are issued by traffic and general duty Police and Parking 
Patrol Officers. 

Breath Analysis Section - Carries out breath analyses in cases 
where roadside tests prove positive. 

Traffic Signals Operations Section - Directly controls many 
intersections in the City area, with the ability to isolate 
and vary phases to suit conditions. 

Safety Advisory Section - Activities include: 

visits to schools; 

displays and demonstrations; 

traffic laws observance discussions and lectures. 

Adjudication Section - Adjudicates as to the proposed course 
of Police action on all breach reports, particularly those 
submitted in respect of accidents, and reviews unpaid infringement 
notices prior to the issue of court process. The staff also 
act in an advisory capacity for Police seeking guidance on traffic 
matters and prepare daily reports on fatal road accidents for 
the information of senior officers. 

Permit Section - Issues permits for the movement and control of 
long and wide loads. 

Civilian School Crossing Supervisors - 238 employed as at 
30th June, 1983, witn"""another 50 to be employed in 1983/84. 

Court Process Section - Institutes court proceedings by way of 
summons. 

Traffic Planning Section - Investigates all applications submitted 
in relation to tra.ffic generating developments. 

Divisional Traffic Sergeants - Within the metropolitan areas, 
there are usually two Sergeants attached to each Police Division 
to attend to local general traffic matters. Their duties 
include the investigation of complaints relating to traffic 
matters, the supervision of Parking Police Officers, school 
crossing supervisors and. road accident investigations and 
attending Council Traffic Committees • 
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Motor Registry Functions - Carried out by Police in smaller 
towns not in the vicinity of Motor Registries operated by the 
Department of Motor Transport. 

2. Assessment and allocation of costs 

Towards the end of each financial year a committee, comprising 
representatives of the Treasury, Department of Motor Transport 
and Police Department, assesses the cost of Police traffic 
services for that financial year. In this assessment regard is 
had to -

(a) thP. salaries of Police on full-time and part-time traffic 
cu·::i~, ?arking· Patrol Officers, clerical staff of the 
Police Traffic Branch and School Crossing Supervisors; 
and 

(b) estimated other expenditure by the Police Department 
in relation to Traffic supervision and control computed 
on an appropriate basis (e.g. the proportion of Police 
Department staff involved in traffic duties). 

Detailed assessments over the years indicated that the cost of 
Police traffic services was consistently of the order of 18% of 
total Police expenditure (see Schedule "A" attached). To 
reduce administrative effort the cost has, since 1980/81, been 
simply assessed on this basis with detailed assessments to be 
made only in the event of special circumstances (e.g. if full 
recoupment of the cost appears likely). The figure of 18% 
is to be reviewed from time to time to determine its appropriateness. 

Payments in recoupment of the assessed cost are made from the 
Road Transport and Traffic (R.T. & T.) Fund which derives 
revenue chiefly from drivers' licence and motor vehicle 
registration fees and other charges under the Motor Traffic 
Act. Relevant local councils also contribute towards the 
cost of Police supervision of meter parking, with these 
contributions being paid initially into the R.T. & T. Fund. 

3. Breakdown of 1982/83 figure of $58.7 million 

In assessing the cost for 1982/83, the Committee concluded that, 
notwithstanding certain factors affecting the Police budget 
(including the employment of additional Police and Parking 
Patrol Officers), a figure of 18% of total Police Department 
expenditure was still appropriate. 

Details of the Department's expenditure for the year are shown 
in Schedule "B". 

Contributions by local councils in respect of the supervision 
of meter parking are determined on the basis of direct salary 
cost involved (as estimated by the Police Department) with further 
allowance for pay-roll tax and workers' compensation. In 
1982/83 council contributions amounted to about $600,000 . 
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4. Department responsible for cost recovery 

As indicated in 2. above, recoupment of the cost of Police 
traffic services is made from the R.T. & T. Fund to which 
motorists' fees and contributions by local councils are 
credited. The Fund is administered by the Department of 
Motor Transport. 

5. Purpose in charging departments and councils for 
Police traific services 

Section 202(2) of the Transport Act provides that there may be 
paid out of the R.T. & T. Fund amounts agreed upon by the 
Commissioner for Motor Transport and Commissioner of Police in 
respect of Police supervision and control of traffic. 

The purpose of such payments is to recover as far as possible 
the cost of Police traffic services from those benefiting 
directly from these services rather than the cost being 
met by the community as a whole through the Consolidated Fund. 

In the case of motorists, it is thought appropriate that 
collections by the Department of Motor Transport from drivers' 
licence and motor vehicle registration fees, etc. be applied 
to this purpose. Contributions are sought from local councils 
towards the cost of Police supervision and enforcement of parking 
meters from which the councils derive revenue. 

The position in relation to the Road Transport and Traffic Fund 
and the capacity to meet the cost of Police traffic services 
is reviewed by the Government in the preparation of each year's 
Budget. 
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SCHEDULE IIAU 

Police Dept. Assessed Cost Assessed Cost Actual Recoup Shortfall 
Year Expenditure of Police as% of for Police (Progressive) 

Traffic Police Services 
Services Expenditure 

$ $ % $ $ 

1973/74 80,519,740 16,855,411 20.93 15,430,104 5,632,765 

1974/75 107,571,791 21,974,697 20.42 20,485,955 7,121,507 

1975/76 131,364,596 25,384,748 19. 32 24, 726,473 7,779,782 

1976/77 ·149,972,573 27,011,469 18.01 20,927,835 13,863,416 

1977/78 166,462,636 30,913,861 18.57 19,751,198 25,026,079 

1978/79 184, 343, 387 32,677,836 17. 72 14,514,407 43,189,508 

1979/80 225,642,573 40,288,960 17.86 4,942,738 78,535,730 

1980/81 261,556,651 47,033,509* * 6,374,447 119,194,792 

1981/82 300,513,486 54,092,427* * 11,676,425 161, 610, 794 

1932/83 326 . !.57 . 725 58 r 100, 000'' .. <'fl,OC0,000 :_75, 2::_o, 79t1 

.. , iJo c~eti::ile:~ assess:-.~en.t ;:.ac.~e assessec" at 18% 
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SCHEDULE "B" 

Summary of Police Department 

Budget Expenditure as at 30 June 1983 

1982/83 

Salaries, Wages and Allowances, etc. 

Retirement Leave, etc. 

Overtime 

Workers' Compensation Insurance 

Meal Allowances 

Allowances to police on plainsclothcs duty. etc. 

· Rent, Rates, etc. 

Maintenance, Alterations, Additions and Renewals 

Travelling, Removal and Subsistence Expenses 

Motor Vehicles, Launches, Aircraft, etc -
Running Costs 

Freight, etc. 

Postal and Telephone Expenses 

Advertising and Publicity 

Books, Periodicals and Papers 

Gas and Electricity 

Fees for Services Rendered 

Laundry Expa~ses 

Stores, Provisions, etc. 

Printing 

Other Insurance 

Minor F:xpenses 

Other Services items "C" 

TOTAL - Police Department 

18% (assessment for Police Traffic Services) 
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$ 

248,269,680 

7,623,873 

20,596,859 

338,932 

22,753 

1,968,321 

5,785,095 

98,312 

4,917,654 

13,788,765 

77,154 

7,386,316 

43,867 

125,98~ 

2 ,·9 2 0 I 4 59 

1,446,782 

8,167 

8,848,550 

1,031,669 

15,853 

35,197 

807,476 

$326,157,725 

$58,700,000 



Mr. J. Aquilina, M.P., 
Deputy Chairman, 
Public Accounts Committee, 
Parliament House, 
~· 2000. 

Dear Mr. Aquilina, 

NEW SOUTH WALES 

83/M17 /205 

50 ROTHSCHILD AVENUE 

ROSESERY N 5 W 

19. jUN.1984 

Re: Road Transport and Traffic Fund. 

I refer to your recent letter (reference AG83/17) seeking 
clarification as to the method of determining the contributions in respect of 
police supervision and control of traffic. 

Sectin 202(2)(a) of the Transport Act provides that there shall be 
paid out of the Road Transport and Traffic Fund an amount agreed upon by the 
Commissioner for Motor Transport and the Commissioner of Police to meet the 
cost of police supervision and control of traffic. 

The amount is assessed each year after consideration of the 
appropriate proportion of the total cost of police services by an Inter­
Departmental Committee consisting of officers of the Department of Motor 
Transport, the Police Department and the Treasury. The amount for 1982-83, 
that is $58.7 million, represents 18% of the total police cost. 

As a separate matter, section 270N(1) of the Local Government Act 
provides that the Council for the area in which parking meters are installed 
shall be responsible for meeting the costs of police supervision and 
enforcement. Subsection (3)(a) requires that the amount to be paid shall be 
determined by the Commissioner for Motor Transport, the Commissioner of Police 
and the Council. At the present time action is in hand to review the formulas 
for assessing the amounts payable by the Councils concerned based on the 
number of hours of supervision. It is expected that the result of the review 
will depend principally on current negotiations with the Sydney City Council 
and in this regard the Treasurer is awaiting the response of the Council to a 
proposal formulated by an Inter-Departmental Committee. 

The responses to the five specific questions set out in your minute 
are as follows -

1. During the financial year ending 1982-83, $1,197,291 was received from 
Councils as their contribution towards the cost of police supervision of 
parking meters. Details of contributions from the respective Councils 
are set out in the Appendix. 

2. The amount payable in (1) was shown under the heading "Councils 
contribution towards cost of Parking Meter Supervision" in the Statement 
of Receipts and Payments in the Department's Annual Report for 1982-83 
and was also included under "Miscellaneous" in the statement relating to 
the Road Transport and Traffic Fund on page 363 of the Auditor-General's 
Report for 1982-83. 
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3. Section 270N(1) of the Local Government Act provides for Councils to meet 
the cost of parking meter supervision - see the fourth paragraph above. 

4. The assessed cost of police services for 1982-83 in accordance with the 
third paragraph above was $58.7 million. The actual payment was 
approximately $44 million because this represented the balance in the 
Road Transport and Traffic Fund after meeting all other costs set out in 
s.202(2) of the Transport Act. 

5. The Department is aware of the requirement pursuant to s.202(2)(a) o~ the 
Transport Act for the Road Transport and Traffic Fund to meet the 
cost of police supervision and control of traffic but the ability to meet 
that cost depends on the revenue into the Fund. The principal source of 
revenue is from fees paid by motorists in respect of registration of 
motor vehicles and licensing of drivers under the Motor Traffic Act. The 
last increase in fees was on 1st March, 1982 and, before that, in 1974. 
Recommendations are submitted from time to time whenever it is considered 
necessary to increase fees and a proposal has been forwarded for 
consideration by the Government for the annual adjustment of fees, 
similar to that applying to motor vehicles tax and third-party insurance 
premiums. 

I would point out that the state of the Fund, with an accumulated deficit 
in respect of payments for police services of $175.8 million at 30th 
June, 1983, has been brought to the attention of the Government and is 
set out in each annual report. 

Yours faithfully, 

,~ ~ 
\_,__c...._, 7---.___; c--------, 

(::ornrnissioner 
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~~·PE ND IX 

DEPARTMENT OF MGTOR TR~NSPORT 

CONTRIBUTIONS RECEIVEC F~OM COUNCilS :N ~ESPECT OF 

PARKING METER SUFE~V!S!ON FOR THE PERIOD ENDING 30TH JJ~E 1984 

1980 1981 1982 1983 

Councils contributing towards the 
(1982) cost of Parking Supervision 528,742 

566,590 (1983 

Sydney City Council 385,635 472,995 1,095,332 

North Sydney City Council 1,112 l , 7 12 1,674 3,737 

I 

R§ Newcastle City Council 32,422 48,875 39,467 95,509 

Tamworth City Council l , 019 1,539 1,942 2,713 

420,188 525,121 43,083 1,197,291 



TROTTING AUTHORITY OF NEW SOUTH WALES 

Auditor-General's Report Reference: Part II, Page 134. 

Issues examined by the Committee: 

* 

* 

* 

Expenditure on Registration and revenue from 
registration fees. 

Breakdown of the $219,012 in administrative expenses 
incurred during 1982-83. 

What action the Authority is taking to improve its 
financial position. 

Authority's Response: 

The Authority's response commences on the next page. 

In summary: Surplus from registration fees was $95,780 in 
1982-83. The Authority provided a breakdown of 
administrative expenses with the major item being Salaries 
( $136 ,489). 

The Treasurer has approved of the conversion of its interest 
bearing advance to an interest free advance with effect from 
the commencment of the 1983-84 season and that interest 
previously accrued be now not repayable. 

Result of Committee's Deliberations: 

No further action required in respect of 1982-83 
operations. 
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New South Wales Government 

Trotting Authority of New South WaleslJ~~~ 
,_ t_.l::c 

6th January, 1984. 

Mr. M. Egan, B.A., M.P., 
Chairman, 
Public Accounts Committee, 
Parliament House, 
SYDNEY. 2000. 

Dear Mr. Egan, 

40 Raymond Street, '*· ~.:;..~ 
Bankstown. ,S11i ~ 
Post Office Box 358, * >-
Bankstown. 2200 

Telex - 'Trots 25226' 

Our reference: 

Your reference: 

AGM/GPE 

Telephone: (02) 707-1399 
Extension: 

Your letter of 3lst November, 1983, has been placed before the 
Authority and I have been asked to advise you in the following 
terms: 

When the Authority was originally established, it was appointed 
in September, 1977, and at the specific request of the then 
Minister, the Hon. K. G. Booth, it proceeded to assume the 
responsibility for the control and supervision of the Trotting 
Industry from lst January, 1978. It was therefore placed in the 
position of assuming the responsibility for the Trotting Industry 
at that period of the year when most of the revenue which would 
normally flow to the controlling body had already been collected 
(by the N .S. rv. Trotting Club) for the financial year. It was in 
these circumstances that the approach was made to the Treasury 
in accordance with the provisions of the Trotting Authority Act 
to seek the advance of $200, OOO. 

At the time of the Authority's assumption of control, there was 
considerable opposition from the N.S.W. Trotting Club to the move 
and it was difficult for the Authority to obtain reliable information 
as to its operating expenses. The estimate of $200,000 was hastily 
prepared on sketchy information and was aimed at providing sufficient 
working capital for the Authority until 30th June, 1978. ~!hiZst from 
lst July, 1978, the Authority was in receipt of the full range of 
income available to the controlling body of trotting, it was still 
under considerable difficulty in establishing with any degree of 
certainty its total operating expenses. It should also be borne in 
mind that the Authority has been faced with expenses which were 
additional to those experienced by the previous controlling body. 

With regard to items (1) to (3) of your letter, the Authority has 
asked me to make the following comments: 

1) With respect, this item appears to be in error. The 
accounts show income from registration at $391,843 
whilst expenditure was $296,063 resulting in a surplus 
of $95, 780. 

2) The attached list represents a breakdown of the $219,012 
in Administration expenses incurred during 1982/83. 

3) One of the major recommendations of the Comrrittee of 
Enquiry into the finances and future viability of the 
Trotting Industry in New South Wales 1,.1as (Page 214, 
"The Treasury advance of $200, OOO and accrued interest 
outstanding at r3.ate of decision be written off by the 
Treasury as an establishment cost of the Authority") . 
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Mr. M. Egan, B.A., M.P. 

6/1/84 

As a result of this recormiendation, the Treasurer has 
approved of the conversion of its interest bearing 
working capital advance to an interest free advance 
with effect from the cormiencement of the 1983/84 
sea.son, and also has given approval of the amount of 
interest previously accrued to be now not repayable. 

This represents a significant improvement of the 
Authority's financial position as it relates 
specificaUy to that advance. Under the present 
method of funding the Authority's operations, by way 

Pa.ge 2. 

of an administration charge being provided from the 
T.A.B. scheme of distribution, the Authority now submits 
its budgets to the Department of Leisure, Sport and 
Tourism, for subsequent approval by the Minister. 
The amount of the T.A.B. allocation is determined on 
the basis of meeting the short-fall of the Authority's 
funds based on its budgets for the forthcoming year. 
On this basis, the Authority operates on a break even 
point and is therefore unable to project any surplus 
from its operations. 

The Authority is currently having further discussions 
with the Minister for Leisure, Sport and Tourism on the 
question of the Treasury advance and the related 
recormiendations of the Corrmi ttee of Enquiry. The final 
outcome of these discussions will have a big bearing on 
the future of the Authority's financial position. 

Yours faithfully, 
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AIMINISTRATION EXPENSES 

Advertising 

Bank charges & Interest 

Cleaning 

Computer Study 

Depreciation & Amortisation 

Electricity 

Insurance 

Miscellaneous 

Motor Vehicle Running Expenses 

Payroll Tax 

Postage & Telephone 

Printing & 1Stationery 

Rent 

Repairs & Maintenance 

Salaries 

Security 

Subscriptions to Aust.Trotting Cncl. 

Superannuation - Employer Contributn. 

Travelling Expenses 

168 

5046 

2169 

5715 

4472 

3182 

2788 

856 

3077 

6917 

5327 

5470 

21083 

255 

136489 

2209 

80)0 

1004 

4785 

TOTAL ADMINISTRATIVE EXPENSES $ 219012 
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UNCOLLECTED PARKING AND TRAFFIC FINES 
- POLICE DEPARTMENT, AND DEPARTMENTS OF MOTOR TRANSPORT, 

CORRECTIVE SERVICES AND OF ATTORNEY GENERAL AND OF JUSTICE 

Auditor-General's Report Reference: Part I, Page 37. 

Issue examined by the Committee: 

The extent of uncollected parking and traffic fines which 
has led to the Police Department having a backlog of 
unexecuted warrants of commitment. 

Department's Responses: 

The responses from the various Departments have not been 
included in this report as the Committee's review is still 
in progress and it is expected a separate report will 
enamate from this review. 

The various Departments have also given evidence before the 
Committee. 

Result of Committee's Deliberations: 

The Committee's review is in progress and it is expected 
a separate report will be published when the review is 
finalised. 

- 287 -



- 288 -



THE UNIVERSITY OF SYDNEY 

Auditor-General's Report Reference: Part II, Page 141, 

Issues examined by the Committee: 

There were a number of issues examined by the Committee and 
these included: 

* 

* 

The reason for the growth in the University's aggregate 
funds from $82.7 million as at 31 December, 1981, to 
$97.5 million as at 31 December, 1982, 

A breakdown of the investments held by the University 
as at 31 December 1982 and the University's investment 
policy. 

University's Response: 

The University's response commences on the next page. 

Hearing 1 August, 1984: 

Following the Committee's review of the University's 
response, officers of the University were called to give 
evidence before the Committee on 1 August, 1984. 

Issues examined in the hearing included the growth in the 
University's aggregate funds, the $8 million held in 
suspense or discretionary accounts as reported by the 
Auditor-General and the value of the University's land and 
buildings. 

Result of Committee's Deliberations: 

Further action deferred pending the Committee's review of 
the 1983-84 Auditor-General's report. 
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TELEPHONE: (02) 692 2222 M 
~ 

N.S.W. 2006 

FROM THE VICE-CHANCELLOR AND PRINCIPAL 
PROFESSOR J.M. WARD, AO, MA, LLB, FAHA, FASSA, FRAHS 

Mr Michael Egan, BA, MP, 
Chairman . 
Public Accounts Committee 
Parliament House 
SYDNEY NSW 2000 

Dear Mr Egan, 

20 January 1984 

I refer to your letter of 14 December 1983 in which you request the supply of 
answers to questions arising out of the 1982/83 Report of the New South Wales 
Audi tor-Genera 1 . 

In his report, which covers numerous public bodies, the Auditor-General summarises 
the information contained in the published accounts of the bodies concerned. 
Pursuant to the provisions of the University and University Colleges Act, the 
University submits its accounts to the Minister who is required to submit them, 
audited by the Auditor-General, to the Legislative Council and the Legislative 
Assembly. The 1982 accounts were so submitted to the Minister and, indeed, have 
already been the subject of enquiries by your Committee. 

Many of the answers sought by you are contained in these accounts. Some of your 
questions could be interpreted as requiring apparently a degree of detail that is 
hard to provide without being sure of your wishes. 

I therefore enclose a copy of the 1982 accounts and will, in answers to your 
questions, refer to the page numbers in the attached copy of them. I would 
particularly refer you to my report (on page i) and to the notes on pages 11 and 
12 which outline the nature of the various accounts maintained by the University 
and detail the accounting policies under which the financial statements have been 
drawn up. These notes are fundamental to reading our accounts. 

1. The Aggregate Funds of the University as at 31 December 1982 (with comparative 
figures for 1981) shown by the Auditor-General in his report on page 144 and 
the subject of your query in the preamble to Question 1 ($82,720,694 - 1981 
not 1982 as wrongly given in your letter - and $97,523,860 - 1982) appears to 
have been compiled by the Auditor-General by aggregating the balances as 
disclosed in the accounts, making a number of adjustments in the case of the 
Special Purposes Fund. 

The surplus of Income over Expenditure in the University's annual accounts 
discloses how aggregate funds have increased and I refer you in the case of 
the General Account to page 2, in the case of the Special Purposes Account to 
pages 5 and 7 and in the case of the Private Foundations Account to page 9. 
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The movement in balances of Special Purpose Accounts is more fully detailed in 
Note 87 on page 16, while the movement in Capital and Accumulated Income of 
the Private Foundations Account is the subject of Note El2 on page 18. The 
Post-Graduate Fund in Medicine was incorporated within the Special Purposes Account 
(as was stated (Note Al) on page 11). 

The Auditor-General appears to have calculated the figure of Aggregate Funds of 
the Special Purposes Account by making a number of adjustments. Perhaps you 
should confirm with the Auditor-General that the University correctly interprets 
his adjustments as being: 

( i) Special Purposes Account - Unexpended 
balances - see page 6 
(less Post-Graduate Fund in Medicine 
which was incorporated in 1982 in 
Special Purposes Account) 

( ii) Special Purposes Account - Pensions & 
Long Service Leave - see page 7 

- Pension Fund 
- Long Service Leave Provision 

Provisions made by the University 
(iii) - to meet the costs of property 

acquisition, road resumptions 
and closures 

iv) - for possible losses on mortgages 

v) being undistributed capital gains 
accruing to participants in two 
share investment pools 

( vi) - (in a number of particular instances) 
for possible future contingencies 

Auditor-General's figure 

l(a). See Schedule 87 (on page 16) 

1981 
$ 

48,783,623 

66,349 

48,717,274 

4,654,622 
4,479,230 

2,000,000 

802,507 

219,737 

25,835 

60,899,205 

$§Q~~22~QQQ 

1982 
$ 

53,943,766 

6,168,129 
5,374,611 

4,000,000 

738,907 

274,293 

40,608 

70,540,314 

$ZQ~§1Q~QQQ 

l(b). The University of Sydney is one of the major recipients in this country of 
research grants, no doubt a reflection of the expertise and research capacity 
existing within the University. Most, but not all, research grants are 
received in advance and the funds are held in trust to meet commitments, 
particularly salaries and equipment purchases, as they emerge. 
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The University has seen the need to increase the support of the community 
and has therefore established a number of University Foundations. As 
you will observe from the table set out on page 16 of the accounts, 
significant funds have been attracted by the Foundations. In many cases, 
the funds are retained as "capital" to endow continuing research 
activities. 

l(c). N.S.W. State Cancer Council grants are made in response to applications 
by staff members for support of specific programmes. In addition the 
University's Cancer Research Committee annually considers requests for 
support and makes a 11 ocat ions to i ndi vi dua·l projects considered worthy 
of support. The University's sponsorship of the proposal for the 
establishment of the Centenary Institute for Cancer Medicine and Cell 
Biology and its ability to contribute to its establishment results from 
the availability of the funds mentioned. It will enable systematic and 
cohesive effort in the field of Cancer Research rather than, as has 
occurred to date, fragmented research into isolated aspects. 

l(d). The balance of $30,059,307 comprises the three last mentioned items in 
the table on page 16. As the Auditor-General points out, $8m of this 
sum is in "six suspense or discretionary accounts" which need to be 
viewed in "the light of the progressively emerging commitment" for the 
"unfunded liability for long service leave, professorial pensions and 
superannuation contributions". This $8m is insignificant in the light 
of the liabilities totalling $200m in respect of Long Service Leave 
(disclosed in Note C9 as $14m), Professorial Superannuation (disclosed 
in Note C8 as $20m) and State Superannuation (as you are aware, recently 
assessed by the Government Actuary at $165m). 

In addition to the building and equipment grants which have yet to be 
paid out - although commitments have been entered into - the funds comprise 
many hundreds of individual accounts held to support work in almost one 
hundred departments or areas of activity. Major balances totalling 
approximately $7m include the bequests of Eleanor Sophia Wood, Frank G. 
Spurway, Dr E. E. Pittman, J. H. Challis,where decisions have been taken 
to retain "capital" and limit expenditure to within available income 
thereby perpetuating the benefits to future generations. Most of these 
bequests are invested in equities - shares and real estate - and the 
retention of these assets will be of continuing lasting benefit to the 
University. As the Auditor-General notes "An analysis by the University 
showed that shares recorded at $11,314,676 had a market value approximately 
$16.2 million". A more significant increase in value would apply in the 
case of Challis House. (Book value $3,241,020 - Last valuation $15m) 

The fund also includes numerous balances of donations made to support 
the work of various departments. The list is extensive but includes 
such funds as:-

Warren Centre for Advanced Engineering 
Raymond Purves Chair of Surgery in the field 
of Transplantation 

The Marjorie Murray Bequest to support the work 
of the N.S.W. Association of University Women 
Graduates 

Hong Kong Government Glide Path Study 
N.S.W. Government Grant to Science Foundation for 
Physics for Solar Energy Research 

Friends of the Nicholson Museum 
Department of Greek - Special Donations 

$ 730,069 

401,608 

151,113 
149,666 

84,834* 
2,525 

57 

* The statement submitted to the Energy Authority noted that, 
while funds in hand were as noted, commitments of $91 ,309 
exceeded these. 
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2. 

3. 
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Regular accounting is supplied to most granting bodies and most University 
Foundations publish reports incorporating financial statements. (All 
have budget approval by Senate.) Such accountings to granting bodies -
who need to be satisfied as to the use made of the grants - incorporate 
statements of commitments for future expenditure which the University has 
entered into and which almost always utilise the full grant as well as 
other available funds. Thus, the University sees nothing untoward in 
having unexpended research funds available to support continuing future 
activities. 

The University was encouraged to acquire properttes in the University 
Extension Area by regular grants for site purchases from the Australian 
Universities Commission (now the Commonwealth Tertiary Education Commission); 
indeed, the wording of Commission reports implied continued support until 
the two areas (35 and 9 acres respectively) had been acquired. 

As the University acquires entire parcels of land, it becomes possible to 
secure the closure of roads passing through those parcels. The cost of 
acquiring these areas and the cost of the resumption of closed roads has 
been estimated at $6m. Already funds to an amount of $4m have been set 
aside to meet this cost. 

The Auditor-General's report refers to "Provision for Mortgage Losses, etc 
$1,053,179". Only $738,907, as is disclosed in the accounts, relates to a 
Provision for Mortgage Losses. In this regard, the $chedule of investments 
on pages 13 and 14 discloses that the continuing programme of investment 
in first mortgages had resulted in $14,473,741 being outstanding on loans 
upon the security of first mortgages as at balance day. Not all income has 
been distributed but a part, $738,907, has been retained to provide against 
possible losses. The amount is just over 5% of the amount outstanding and, 
although the University's experience with mortgage lending has been extremely 
satisfactory, the provision is considered to be wise, reasonable and proper. 

See Schedule 03 (page 13) 

The University's powers of investment of its own funds are set out in 
By-Law Chapter IV.12 - copy attached. Trust funds are subject to the 
provisions of the Trustee Act. The University's request for extended powers 
of investment is under consideration by the Government. The University 
seeks to have a balanced portfolio attracting reasonable income consistent 
with safety but endeavouring, by the retention of some equity investments, to 
protect the endowment from monetary depreciation. 

The success of the University's efforts to improve investment policies and 
practices has been noted by the Senate which, over ten years ago, created 
an Investment Office to manage this aspect of the University's finances. 

4. The figure of $2,437,000 mentioned by the Auditor-General is the sum of: 

and 
$1 ,289,672 - Unrecouped expenditure on freehold properties (page 4) 

$1,147,512 - Car Park (page 6) 
which are the subjects of Notes 11 and 2(e) to the accounts. 

As indicated above, the University has, for many years, acquired properties 
in the Darlington area for toe extension of the campus. Funds for these 
acquisitions have been provided by regular grants from the Australian 
Universities Commission. With the acquiescence of the Commission, purchases 
were made in anticipation of the receipt of grants. 
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As is disclosed in the notes to the accounts, the University expects to be 
reimbursed for both these expenditures but has nevertheless, fully provided 
for the contingency that reimbursement will not be forthcoming. 

5. This is the aggregate of Debtors and Prepayments listed in the separate 
accounts:-

General Account 
Special Purposes Account 
Private Foundations Account 

$1 ,084,290 
l ,618,245 
l, 795 ,891 

$4,498,426 

Apart from the normal debts due to the University in respect of services 
provided (e.g. by the Veterinar1 Hospital and Clinics, various consultancies, 
library fines and student loans) the amount includes prepaid salaries of 
staff on annual or study leave ($560,000) and insurance claims ($108,000). 
The large amount shown in respect to the Private Foundations account relates 
to the sale of a parcel of shares made shortly prior to balance day, the 
proceeds of which were received early in the new financial year. 

Yours sincerely, 
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THE UNIVERSITY OF WOLLONGONG 

Auditor-General's Report Reference: Part II, Page 169. 

Issues examined by the Committee: 

* 

* 

* 

The University providing $10,000 to the Friends of the 
University of Wollongong. 

A breakdown of the $4,462,678 increase in General Fund 
expenditure in 1982. 

A breakdown of investments, rates of return and 
investment policy. 

University's Response: 

The University's response commences on the next page. 

In summary: The $10,000 provided to the Friends of the 
University of Wollongong was one of the initial grants to 
enable this Company to be formed and undertake operations. 
The main increases in General Fund expenditure were academic 
activities, $3,035,705, and general university services, 
$1,001,192. Reasons for the increases were increased 
activity due to an increasing number of students and the 
higher costs for goods and service. Investment information 
was provided by the University. 

Result of Committee's Deliberations: 

Other than the Inquiry into Investment Practices of 
Statutory Authorities no further action is required in 
respect of the 1982 operations. 
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THE UNIVERSITY OF WOLLONGONG 

VICE CHANCELLOR 

The Chairman, 
Public Accounts Committee, 
Parliament House, 
SYDNEY. N.S.W. 2000. 

Dear Sir, 

OR. K. R. McKINNON 

6th January, 1984. 

In reoly to your letter AG83/33 of 5th December, 1983, I believe 
it will be of help to your Committee to have an appreciation of the 
factors which influence the management of our Universitv's financial 
resources. 

I a111 assuming that the Committee has available, not only the 
report of the Auditor General for 82-83, but also the University 
of Wollonnonn Financial Statement for the year ended 31st December, 
1982, as tabled in Parliament. The format of this statement has 
been develooed in conjunction with the Auditor r,eneral. 

These financial statements include only the value of the cash 
and invested securities, some of which represent funds invested to 
meet liabilities for Superannuation, Long Service Leave and other 
such items. The income earned on these investments is credited to 
the fund to meet expected liabilities. Payments made in respect of 
specific liabilities are debited to each fund as they are made. The 
extent to which the University is able each year to increase the 
Provisions to cover forecast liabilities relates to the availability 
of resources. The University has souaht to make sufficient provisi'ons 
to cover anticipated payments while maintainina a capacity to oer~or111 
its statutory functions. 

In addition to the funds invested for specific liabilities, the 
University invests credit balances held in other accounts where there 
is a surplus. The income is credited to the fund concerned; e.g., income 
of investment of current balances of capital funds is credited to the 
General Development Fund; income from investment of current balances 
of general recurrent funds is credited to the Special Services Appropriation 
Account. Details of movements in these funds over the year are qiven in 
Annexure F to the Financial Statement for vear ended 31st December, 1982. 
The Special Services Appropriation Accounts has been used as a supplementary 
source of income to the General Recurrent Fund to help to reduce the 
operating deficit necessitated by grant shortfalls in recent years. 

Cont/2 

o 0. aox 11 C..4 ["'-JOPTHF!ELDS A.VENUE], \l;/OLL ONGC;f'.,;C f' !.S. 

Phocie: [042] 270555 Telex: 28022. CaGle: UNIOFWDL 
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Dealing with the specific matters you have raised -

(1) Following a resolution of the Council of the University, The Friends 
of the University of Wollongong was incorporated as a Public Company 
in New South Wales on lst December, 1980. Its objects which are 
summarised on page 172 of the Auditor General's Report are more fully 
stated in clause 2 of the Articles of Association. (A copy of the 
Memorandum and Articles of Association is enclosed.) 

Before the Council of the University authorised the registration of 
this Company, the Vice-Chancellor consulted widely with community 
representatives on ways in which the University might best improve 
its 'service to the community'. A special advisory group was formed 
which included the then President of the A.C.T.U. Mr. R.J. Hawke, 
and the Managing Director of C.R.A., Sir Roderick Carnegie, and the 
formation of the Friends as presently constituted was the direct 
outcome of that advice. 

To enable this Company to be formed and undertake initial operations 
which are planned to yield income which the University can use for 
purposes complementary to those for which government grants are provided, 
it was judged by the University Council a proper expenditure to provide 
initial grants. It is expected through this Company the University 
will gain returns in cash and also in community understanding of and 
support of its activities and functions. 

This expenditure was authorised by the University Council pursuant 
to clause 25 of the University of Wollongong Act which provides for 
the Council to have 

"the control and management of the affairs and concerns of 
the University." 

(2) The increase in General Fund Expenditure of $4,462,678 is made up 
of the following components: 

Academic Activities 
Academic Services 
Student Services 
General University Services 
Public Services 

$3,035,705 
427,004 
25,089 

1,001,192 
-26,312 

$4,462,678 

These figures are derived from the differences between the 1981 and 
1982 expenditure figures in Annexure 'A' to the Financial Statement 
(copy appended). The breakdown of these differences is given in the 
Notes to the Financial Statements, Annexure H, page 10, 11 and 12. 

The figures reflect the increase in activity of the University resulting 
from an increasing number of students (in part by incorporation of the 
activities of the former Wollongong Institute of Advanced Education) 
(see Note 12, page 13 of the Financial Statement). and to higher· 
cost levels for goods and services resulting from inflation. 

(3) The detailed breakdown of investments at 31st December, 1982 is given 
in Statement 'A' appended. 

Cont/3 
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The increase in the value of investments is attributable to several 
causes. The incorporation of the former Wollongong Institute of 
Advanced Education, for example, brought with it the Advanced Education 
Develooment Account with a balance at 31st December, 1982 of $427,664. 
(See Annexure F to the Financial Statement.) There were significant 
increases in the level of "Provisions" $918,351 -- see statement 
of Balances on oage 1 of the Financial Statement, in particular, 
Long Service Leave increased by the $504,695 (Note ll(ii) of Annexure 
H, page 13); and the State Superannuation Pension Subsidy also 
increased by $326,214 (Note ll(iii) of Annexure H, page 13). 

The Government Grant received in advance increased by $793,000 see 
Statement of Balances on page 1 of the Financial Statement under 
Current Liabilities. See also Note 10 of Annexure Hon page 13. 

These changes all reflect a larger institution with a higher level 
of activity and the effects of inflation. 

(4) The rate of return on investments is also shown on Statement 'A' 
appended. The wide variations in the rate of return reflects the 
state of the market at the time when funds become available. For 
example, the very low return of 7%, on the $5,800,000 advance for 
1983 general recurrent grant, received just before Christmas, reflected 
the surfeit of investment funds in the oeriod of the Christmas and 
New Year holidays. These funds were invested only until 18th January, 
1983. 

(5) The investment policies being pursued by the University are: 

(a) To ensure the University has available at call or in short period 
investments, a sufficiency of cash to meet operating costs, 
thereby avoiding use of overdraft accommodation at high interest 
rates for operating expenses. 

(b) To invest in trustee securities, reserve funds with varying dates 
of maturity so as to maximise investment income and provide a 
spread of risk and the ability to accommodate to the changes in 
interest rates available at the time of maturity. 

(c) To invest in real property where there is an identified need for 
additional facilities for the functions of the University and 
adequate cash and investment reserves exist to meet foreseen 
requirements for more negotiable assets. 

Finally, iet me say that it is a matter of concern to the University 
that prior to any inquiry being addressed to the University, the Sydney 
Morning Herald of 19th November, 1983 carried a news item titled 'Probe into 
big Spendino' which among other matters, referred to an expectation that 
the Committee would seek reasons for the University subsidising the Friends 
of the University. 

Yours faithfullv, 

Lrv1c~ 
K.R. McKinnon 
Vice-Chancellor. Enclosed: Articles of Association 

of Fdends·1of the University of ~lollongong Limited 
and The University of Wollongong Financial Statement 
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ATTACHMENT 

STATEMENT 'A' 

THE UNIVERSITY OF WOLLONGONG 

INVESTMENTS AS AT 31st December, 1982 

% Maturity Interest Face Value 
Rate Date 

(1) FIXED INVESTMENTS 

Australian Resources Develoement 
Bank 

No. 37 10.50 31. 3. 84 150,000 
No. 42 9.60 30.9.83 200,000 
No. 947T - Private 13.85 30.6.85 100,000 
No. 944BL - Private 11.00 30.9.84 100,000 
No. 946E - ?rivate 12.45 30.9.85 50,000 

$600,000 

Primart Industrt Bank Australia 
Private 13.25 31. 3. 85 200,000 
Private 17.50 8.6.84 250,000 
Private 17.50 30.6.84 500,000 

$950,000 

M.W.S. & D. Board 
No. 2100 10.40 1. 7 .83 $100,000 

Electricitt Commission of N.S.W. 
No. 1100 12.20 1. 3. 85 $200,000 

Main Roads Deeartment of N.S.W. 
No. 465 15.50 1.12. 85 $500,000 

Commonwealth Savings Bond 
No. 23 13.75 1. 3. 90 $200,000 

TOTAL OF FIXED INVESTMENTS $2,550,000 

(2) INTEREST BEARING DEPOSITS 

Westpac Banking Corporation 15.90 11.1. 83 250,000 
Commercial Banking Co. of Sydney 7.00 18.1. 83 5,800,000 
NCD (Capel Court) - State Bank 15.15 11.8.83 453,506 

TOTAL OF IBD INVESTMENTS $6,503,506 

Cont/2 
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Investments as at 3lst December, 1982 

(3) CALL INVESTMENTS 

% 
Interest 

Rate 

Capel Court Corporation 8.50 
First Federation Discount Co. Ltd. 9.50 
Illawarra Mutual Building Society 12.50 

TOTAL OF CALL INVESTMENTS 

TOTAL INVESTMENTS 

- 300 -

Maturity 
Date 

Call 
Call 
Ca 11 

Face Value 

650,000 
300,000 
45,000 

$995,000 

$10,048,506 



URBAN TRANSIT AUTHORITY OF NEW SOUTH WALES 

Auditor-General's Report Reference: Part II, Page 358. 

Issue examined by the Committee: 

* In regard to Assets-Workshop store discrepancies 
reported by the Auditor-General, what steps have been 
taken to ensure that physical control of stocks of 
omnibus parts is effective. 

Authority's Responses: 

After reviewing the Authority's initial response the 
Committee sought further information from the Authority. 
The initial response is on the next page and the second 
response follows. 

Result of Committee's Deliberations: 

Further action deferred pending the Committee's review of 
the 1983-84 Auditor-General's report. 
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Mr. Michael Egan, B.A.,M.P,, 

Chainnan, 

Puhlic A.ccounts Committee, 

PARLIAMENT HOUSE, SYDNEY 2000 

802204 

Managing Director 

Urban Transit Authority 
of Nevi1 South Wales 

11-31 York Street 
Sydney NSW 2000 

Box 5301 G.P.0. 
Sydney NSW 2001 

13th January, 1984 

1982-83 Report of the New South Wales Auditor General 
Part II p. 362: Assets - l'klrkshop Stores Discrepancies. 

I write in reply to your letter of 19th December, 1983 (reference 
AG 83/60) requesting advice on comments by the Auditor-General in his 
1982-83 Annual Report relative to the effectiveness of physical control 
of omnibus parts at the Bus l'klrkshop. 

The Authority has recently built a bulk storage building to augment 
the storage facilities at Chullora Workshop. The movement of large bulk 
items from the Main Store into the bulk storage area will allow the layout 
of the main stock storage area to be reviewed. This review will include 
more restricted access to this area. 

It is intended to upgrade and modernise the Authority's computer 
based stock control and reporting system, which is now many years old, 
as part of the present programme for generally updating E.D.P. systems. 

To this end finance has been allocated in the Capital W::>rks Programme. 

In the meantime arrangements have been made to ensure that selected 
readily marketable articles held in stock are given more frequent stock 
checking attention. 
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802204 

Managing Director 

Urban Transit Authority 
of New South Wales 

11-31 York Street 
Sydney NSW 2000 

Mr. R. Carr, M.P., 
Chairman, Box 5301 G.P.O. 

Sydney NSW 2001 
Public Accounts Committee, 
PARLIAMENT HOUSE. 8th August, 1984 
SYDNEY. N.S.W. 2000 

Dear Mr. Carr, 

1982/83 Report of the New South Wales 

Auditor General, Part II p. 362: 

Assets - Workshop Stores Discrepancies 

In response to the further question contained in your 
letter of 22nd June, 1984 relating to measures taken to ensure 
that physical control of omnibus parts is effective, the following 
information is offered. 

1. The stockholding and issue area of the Chullora 
Main Store is to be fenced off to cause personnel 
entering the Store from the Workshop to pass the 
Supervising Storeman's Office. 

The Delivery and Despatch Docks will also be 
fenced off to form a restricted access area. 

2. A new computer facility (Info 6) has been introduced. 
This facility now allows more extensive information 
to be available concerning stock on hand at all Bus 
System Stores and will allow the production of up to 
date catalogues of stock held. Info 6 is the forerunner 
of the comprehensive upgrading of the Stores System 
previously advised. Study, report and implementation 
of a computer based stores system will take at least 
2 years. 

3. The Controlling Officer of the Stores Section now 
selects items at random for special stock checking. 
This procedure is being done at monthly intervals and 
physical stock of the selected items are checked against 
card information and computer balances. 

I trust that this information will allow your Committee 
to complete its consideration of this matter. 

Yours sincerely, 

R. A. FORBES, 
Acting Managing Director. 
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WILD DOG DESTRUCTION BOARD 

Auditor-General's Report Reference: Part II, Page 308. 

Issues examined by the Committee: 

* 

* 

No repayments being made to the~Treasury in 1982 on 
the Treasury advance of $50,000 provided in 1980. 

Justification for the rate imposed on land holdings for 
1982 decreasing from 2 cents to 1.45 cents per hectare. 

Board's Response: 

The Board's response commences on the next page. 

In summary: The Board has accepted a proposal that the 
Treasury loan be repaid with the first instalment of $10,000 
being paid before 1 January, 1984, and the balance of 
$40,000 payable over 4 years at 8% per annum interest. The 
1981 rate was set at 2 cents per hectare to help pay off 
a loan of $330,000 for the purchase of 200 km of 
plastic-coated wire netting. The rate of 1.45 cents per 
hectare in 1982 was to meet normal operating expenses. 

Result of Committee's Deliberations: 

No further action is required in respect of 1982 
operations. 
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llilh Ing ilrstrurtinu inarh 
(FOR THE WESTERN DNISION OF NEW SOUTH WALES) 

Please address all communications to 
The Secretary. 

Postal Address: 253 Ari;ent Street. 

P.O. Box 279 BROKEN HILL. 

Telephone 3322 N.S.W. 2880. 

Mr. M. Egan, M.P. 
Chairman 
Parliament Accounts Connnittee 
Parliament House 
~ 2000 

Dear Mr. Egan, 

30th December, 1983 

Thank you for bringing to my attention 'the extract from the report of the Audi tor­
General for 1983 (your reference AG 83/53). 

The item in the Auditor-General's report made no reference to the fact that the 2<: 
per hectare in 1981 was a "one-off" doubling of the le per hectare set in the 
previous year. The double rate was set, with appropriate explanations to the 
ratepayers, in an attempt to pay off, as quickly as possible, a loan of $330,000 
which had been entered into to purchase 200 km of plastic-coated wire netting. 
This purchase had the object of overcoming the rust problem in highly saline soils 
which necessitates replacement of galvanised foot-netting every 5 years or so. 

It was explained to ratepayers that the rate would revert in 1982 to that needed 
to meet normal operational costs. 

The effect of "one-off" increase in rates is shown in the attachP.d d;.agi:arn showing 
also, for comparison, the movement in the annual allocation from the State 
Government. 

Legislation having the object of tying this to the previous year's rate income to 
overcome the lag in having the. Wild Dog Destruction Act amended frequently has had 
to be deferred pending the tabling of the report of the Joint Parliamentary Select 
Committee of Enquiry into the Western Division. Consequently, the rate increase 
in recent years has been at a much higher rate than would have been the case had 
it been possible to maintain parity between rates income and annual allocation. 

In respect of the repayment of the loan, the Board has accepted a proposal that 
the loan be repaid by paying the first instalment of $10,000 before the lst 
January, 1984, with the balance of $40,000 payable over 4 years at 8% per annum 
inter t. 

R.W. 
WESTERN LANDS COMMISSIONER 
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