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INTRODUCTION

On 6 December 2007 the Auditor-General’s Report No. 8 of 2007: ‘2006-07 Financial
Audits’ was tabled in the Legislative Assembly. '

New Audit Methodology.

In conducting the 2006-07 financial audits, the Auditor-General’s Office complied with
new auditing standards issued in May 2006, for application from 1 July 2006, which.
introduced a new audit methodology. Under the né’w audit methodology the
Auditor-General’s Office is required to give greater attention to each agency’s overall
control :énvirbnment, including computer information systems controls and concern/risk

of fraud.

The application of these new standards has resulted in an increased emphasis of the

Auditor-General’s Office reporting of issues regarding:

e  governance and control Weaknesses;‘

., concerﬂs/risks relatin_g to fraud;_ and

. IT businéss j)rocess and control environment weaknesses.

The Auditor-General found that “adequate controls had been implemented over most
aspects of IT operations”, and made recommendations in the areas of business continuity. -
planning, the management of .changes to IT systems and control of the access to, and

monitoring of, business applications.

InTACT, within the Shared Services Centre, is reviewing and updating the existing
busineés continuity and disas_ter recovery plans associated with its ICT operations. Better
control over the.change environment associated with IT applications is being |
implemented via formal change control processes and systems within InTACT. Change
control can be much more effectively managed with the centralisation of ICT

reSponsibility_ brought abQut via the introduction of the Shared Services Centre.
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‘The Audltor—General has also made spemﬁc recommendations related to four key
business applications associated with revenue collection. These business apphcatlons are
being reviewed and addressed by the responsible Departments with the assistance of

InTACT.

Qualifications

The Aud1tor—Genera1 issued 64 audit opinions, of which only two were qualiﬁed. The
qualified audit opinions were issued on the financial reports of ECOWISE Environmental
* Pty Ltd and ECOWISE Env1r0nmenta1 (Victoria) Pty Ltd. The Audltor-General’s Office
was unable to ascertain the vahdlty of a reallocation of expenses from these entities to

" their subsidiaries.

In addition, five of the 27 reports on factual findings were qualified by the
Auditor-General, as one or more of the accountability indicators in the qualified reports

" were not able to be measured.
Recommendations and Highlights

There are 15 recommendatiorns included in the Auditor-General Report. The

Audltor General also hlghhghted agency specific issues throughout the Report.

These recommendations and relevant highlights are discussed in further detail later in '[hlS

. Subrrﬁssion.
Other Issues

The Auditor-General notes that compliance with Treasury timetable for the provision of

financial reports to the Audit Office has improved in recent years.
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GOVERNMENT POSITION ON_RECON[MENDATIONS/FINDINGS

The Auditor-General’s Report (the Report) includes 15 recommendations. (pages 5-7).
Those recommendations, and a Government position on those redommendations, are
“outlined below. ;

' Recommendation 1

Agencies should improve their annual financial reporting processes, including

‘addressing changes to reporting requirements, improving disclosures and

- accounting for non-routine transactions.

Government Position

Agreed. The Government acknéwledges the decrease in quality of financial reports -

. presented for audit between 2004-05 and 200.5‘—‘06, which was largely due to changed
reporting requirements bfought about by the introduction of Australian Equivalents to
International Financial Reporting Standards. It should bé no’éed, however, that there has
been an improvement in the quality of financial reports presented for audit in 2006—07
(63 per cent), cbmpared to 2005-06 (56 per cent). i

" The Goveminent also acknowledges that further ﬁnprovemcnts can be made. To
facilitate this, Treasury will continue to ensure that agencies are aware of the. Model
-Financial Reporting publications released each yeér. and the services dffered by Treasury . .

to provide guidance on specific accounting issues.
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Recommendation 2

Agencies should improve the timeliness of their annual financnal reporting by

planning, designing and adequately resourcmg their ﬁnanmal reporting functions.

Government Position

¢

Agreed. Treasury will continue to work with agencies and the Auditor-General’s Office

to develop and agree on timeframes and reporting processes.

. To facilitate an improvernent in timeliness, Treasury provided a draft 2007-08 audit
timetable to agenc1es in December 2007 This practice of sending an advance copy of the
proposed audit tlmetable will be continued in future years to assist agencies with their

individual plannmg processes.
Recommendation 3

Agencies should improve the quality of their statements of performance and ensure
the statements are accurate, complete and meet the requirements of the Financial

Management Act 1996.

Government Position

Agreed. Treasury will continue to work with agencies through annual budget processes to
improve the quality of the presentation, disclosures and figures reported in their ‘

‘ Statements of Performance.

Treasury will also ensure that agencies are advised through Treasury memoranda of the

content requirements for the 2007-08 audit of agency Statements of Performance.

'Agencies will ensure that budgeted performance measures can be reliably measured for

the 2007-08 audit.
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Recommendation 4

Agencies should improve the timeliness of their Statéments of Performance by
planning, designing and adequately resourcing their reporting functions to meet the

VeI
required timeframes.

Government Position

Agreed. Treasury will continue to work with Agéncies and the Auditor-General’s Office -

to develop and agree on timeframes and reporting processes.

- To facilitate an improvement in timeliness, Treasury provided a draft 2007-08 audit
timetable to agencies in December 2007. This practice of sending an advance copy of the
proposed audit timetable will be continued in future years to assist agencies with their

individual planning processe_s.

Agencies will ensure appropriate planning and resource management is implemented to |

meet future audit timeframes.
Recommendation 5

Agencies should place their annual reports on the relevant website on the same day

the printed copy is>provided to the Legislative Assembly.

Government Position

Agreed. Agencies will be reminded through Treasury memoranda and the
2007-2010 Chief Ministers Annual Report Directions of the requirement to publish their
annual reports on their websites on the same day the printed copy is provided to the

Legislative Assembly.
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Recommendation 6

Agencies should ensure that the correct version of the audited financial report and
statement of pefformance is included in the printed and electronic versions of their

annual reports.

Government Position

Agreed. Agencies will be advised, through Treasury memoranda; of the need to ensure
quality assurance processes are in place to ensure that the correct versions of their audited

financial reports are placed on their respective websites.
Recommendation 7

Agencies should approve, implement and monitor ~c0mpliancé with their risk and

~ fraud riski management plansl and keep these plans current.

Govemnment Position

Agreed. Agehciesidentiﬁed by the Auditor-General’s Office have committed to
undertake a review of their risk and fraud risk management plans. Action plans'to

implement improved procedures are being developed by these agencies.
Recommendation 8

Agencies should approve their IT strategic plans and keep them current.

Government Position

Agréed. Agencies are currently reviewing eiisﬁn'g plans to improve and update their
IT strategic plans. Agencies, where relevant, are reviewing their plans in conjunction

with InTACT to ensure consistency, completeness and appropriateness of strategic plans.

A process to ensure regular review of these plans will also be implemented by individual .

agencies in conjunction with INTACT.
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 Recommendation 9

Agencies should approve and test their business contihuity and disaster recovery

plans and keep them current.

Government Position

 Agreed. InTACT, within the Shared Services Centre, is reviewing and updating the
éx-i_sting business continuity and disaster recovery plans associated with its ICT

operations.

Other agencies, not reliant on InTACT, are also reviewing and updating their business.

continuity and disaster recovery plaﬂs.
' Recommendation 10

Agencies should document the policies and procedures covering changes to

applications operated by, and specific to, them.

Government Position

Agreed. Agencies idcﬁtiﬁed by the Auditor-General’s Officé are currently improving
documentation of policies and procedures covering changes to applications operated by,

and specific to them.
Recommendation 11

Agencies should _fully test changes to applications prior to their implementation, and

segfegate duties relating to the tesfing and implementation of changes.

Government Position

Agreed. The relevant agencies have all undertaken to, or are currently, improving their

testing of applications. -

Segrégation of duties relating to the testing and implementation of changes will also be

introduced where practicable.
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Recommendatlon 12

Agencies shou'ld incorporate in their policiés and procedures, guidelines relating to

the use of IT equipment outside of ACT Governmént premises.

Government Position’

Noted. InTACT already has guidelines in place regarding the use of IT equipfnent outside

' of ACT Government premises.
Recommendation 13

Agencies should regularly review the accéss granted to applications and data to

ensure that access remains appropriate and current.

Government Position

Agrééd. The agencies identified by the Auditor-General’s Office have all updc;rtaken to,

or are currently, improving access policies and procedures.
Recommendation 14

~ Agencies should where possnble, eliminate the use of generic accounts to obtain
access to, and perform actlvmes on, IT systems and appllcatlons to enable activities

to be traced to an individual.

Government Position

Agreed. The agencies identified by the Auditor-General’s Office have all undertaken to, |
or are currently, reviewing the use of geneﬁc accounts. Agencies will reduce the use of

generic accounts, where appropriate.
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Recommendation 15

Agencies should establish effective log checking routines, and regularly review logs
for the presence of errors and irregularities, including fraudulent changes to

applications and data.

Government Position

Agféed. Th.e agencies identified by the Auditor-General’s Office havé all undertaken to,

or are currently, improving policies and procedures in telation to logs.
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GOVERNMENT POSITION ON THE SIGNIFICANT FINDINGS
HIGHLIGHTED IN THE AUDITOR—GENERAL’S REPORT

The Audltor-General’s Report h1ghhghts several issues relatlng to the ﬁnanc1a1

performance of Government agencies.

[N

This section provides comment on agency specific highlights identified in the

" Auditor-General’s Report.

The discussion below excludes highlights relating to the need to 1mprove IT busmess
processes and control environment weaknesses, as they have been addressed in the '

responses to the Auditor-General’s recommendations.

~ Where agency specific highlights have been appropriately addfessed inthe
Auditor-General’s Report, they have not been commented on further in this section of the

Report.

The Territory’s Financial Report

The Audltor-General’s Report generally provides positive comments with régard to the
~ Territory’s ﬁnanclal performance for 2006-07, and both the strength of the Territory’s

financial posmon as at 30 June 2007 and the forward estimates to 30 June 2011:
ACT Health

}.éln unqualified audit opinion was issued.
- Audit Highlight' (page 45)

A qualified report of factual ﬁndmgs was issued on ACT Health’s Statement of
Performance because two performance measures could not be independently verified due

to insufficient supporting documentation.
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The two accountability indicators unable to be verified were:

. Mental Health Services - Percentage of Clients with Outcome Measures

Completed; dnd

o Community Health Services -~ Mean Waiting T ime for Clients on the Dental Services

Waiting List.

Government Position

ACT Health has made adjustments to the process for independently verifying the
performance measures for Dental Health and Mental Health. Internal Audit will be
conducting audits prior to the next scheduled annual audit by the Auditor-General’s
Office to ensure that evidence for these measures meet the Auditor-Geﬁeral’s_

requirementé.
Audit Highlight (page 45)

ACT Health has addressed most of the audit findings reported in 2005-06 relating to
weaknesses in the control over, and reporting of, employee liabilities and expenses. |
However, ACT Health has not implemented the consistent and documented review of

salary reports.

. Government Position

ACT Health Internal Audit is currently finalising a report addressing-the consistency and -

documentation of the review of salary reports.

ACT Public Cemeteries Authority

An unqualified audit opinion was issued.
. Audit Highlight (page 48) C E : ]

The Auditor—Geﬂeral’s Office found that the 'Authoriw’s‘goyernance arrangeménts and

internal controls could be improved.
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Government Position

. The Authority has undertaken to improve governance arrangements and internal controls.
Audit nghhght (page 48)

The Audltor—General’s Office found that the Authority did not have a Govermng Board
for the period from 16 March 2007 to 6 August 2007. The Authority was therefore

" unable to exercise its ﬁmctions as effect-ively and efficiently as intended under the Act.

Further there was a breach of Sect1on 93(2)(a) of the Financial Management Act 1996,

whlch requlres the Govermng Board to meet at least once every three months

Government Position

The Authority will improve procedures to ensure this does not recur in the future.

Cleaning Industry Long Service Leave Authority
An unqualified andit opinion was issued.
Audit Highlight (page 69)

" A qualified report of factual findings was issued on the Authority’s Statement of
Performance in respect of performance md1cators that were not measured or not capable'

of being independently verified.

'Government Position

The Authority will improve processes to enable these indicators to be measured reliably

_in the future.
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Audit Highlight (page 69)

The Authority did not have a Chair for the 14-month period from 12 January 2006 to
29 March 2007, |

Government Position

The Authority has engaged a consultant to provide advice.on corporate governance
arrangements. The consultant will make récommendations on areas where the Authority

needs to improve governance arrangements.
- A business analyst will also be appointed to assist with future compliance.

Construction Industrv Long Service Leave Authority

An un_quaiiﬁed audit opinion was issued.
Audit Highlight (page 71)

A qualified report of factual findings was issued on the Authority’s Statement of
Performance in respect of performance indicators that were not measured or not capable

of being independently verified.

Government Position

The Authority will irhprove processes to enable these indicators to be measured reliably

in future.
Audit Highlight (page 71)

The Authority did not have a Chair for the 11-month period from 12 January 2006 to
18 December 2006.
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Government Position

A consultant has been engaged by the Authofity to provide advice on corporate
governance arrangements. The consultant will make recommendations on areas where

the Authc_)rity néeds to improve governance arrangements.

A business aﬁalyst will also be appc;inted' to.assist.with future compliance.
ECOWISE

A qualified audit opinion.was issued.

Audit Highlight (page 77)

The audit reports were qualified because the Auditor-General’s Office was unable to
ascertain the validity of a reallocation of expenses from ECOWISE Environmental Pty
Ltd and ECOWISE Environmental (Victoria) Pty Ltd to their subsidiaries.

Government Position

It should be noted that these audit qualifications relate to transactions within the group,

and therefore had no impact on the reported financial position of the consolidated group.

" As indicated in the Auditof—General’s Report, ECOWISE is c_ontinﬁing to streﬁgthe‘n
internal controls.. ECOWISE also intends to address all audit findings and associated

recommendations during 2007-08.
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"Justice and Community Safety

An unqualified audit opinion was issued.
Audit Highlight (page 94)

A qualified report of factual findings was issued on the Department’s Statement of

Performance because one performance indicator was not measured.

The accountability indicator not verified was: ‘An increase in workers compensation

compliance’.

Government Position

This measure was not verified due to the discovery of corrupted data from the Accident

Information Management System (AIMS) database.

The Department has now corrected the error. This indicator will be able to be verified

appropriately in future.

Land Development Agency (Including Land Joint Ventures)
An ungualified audit opini;)h was issued.
Andit Highlight (page 97) |
'The Land Development'Agency’s rePo;‘ting and accounting »pract'i_ces should be improved.

Government Position

The Land Development Agency is currenﬂy reviewing policies and improving financial
reporting processes. Appropriate improvements will be implemented prior to the

preparation of the 2007-08 financial report.
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Legislative Assembly Secretariat

An unqualified audit opinion was issued.
Audit Highlight (page 104)

Weaknesses were identified in the Secretariat’s controls, particularly in relation to the

payroll, payments and related IT systems.

Government Position

The Secretariat is currently implementing some changed arrangements for the delivery of
its finance and accounts functions. A review and update of internal controls will form

part of this process.

Totalcare

An unqualified audit opinion was z';sued.
Audit Highlight (p'age. 122)

Totalcare recognised a liability of $17.3 million at 30 June 2007 for the estimated amount
of superannuation confributions owing in respect of approximately 1,200 former
employees who were incorrectly exited from the Commonwealth Superannuation or

Public Sector Superannuation Schemes.

The best available estimaté of the superannuation liability as at.30 June 2007 is
unchanged from the previous y_ear’s-esﬁmate. The final amount of this lability is not yet

known and may vary significantly from this estimate.
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Government Position

Totalcare has made sigﬁiﬁcant progress throughout the year in relation to the
superannuation issue, ﬁdwever, is unable to quantify its liabilities beyond the original
estimate. By agreement with the external auditors, the Board of Totalcare will. review its
position on restating its original estimate of superannuation liability at the end of the
2007-08 financial year. However, no restatement will be made unless, and unﬁl,
sufficient settlements have been secured to permif a feasible estimation in accordance

‘with the accounting standards.

The Government will continue to provide periodic updates on status of the oufstanding |

superannuation liability.
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