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Standing Committee on Estimates and Financial Operations — Twenty-fifth Report —  
Budget of the Office of the Auditor General 

Resumed from 1 April 2010. 

Motion 

HON GIZ WATSON: I move — 

That the report be noted. 

I just wanted to say a few words about this report. Members may be aware that one of the functions of the 
Standing Committee on Estimates and Financial Operations is to liaise closely with the Auditor General. 
Importantly, the context for this report is that the Auditor General Act 2006 provides for the establishment of the 
joint standing committee on audit, which still has not been established. However, the Standing Committee on 
Estimates and Financial Operations has undertaken to seek to meet with the Auditor General to discuss with him, 
in a timely fashion, his expectations of the budget for his office for the upcoming year. The committee met with 
the Auditor General, Mr Colin Murphy, in March last year in a private hearing. As a consequence of that 
meeting, the committee has provided this report to the house. The single recommendation in the report is that the 
Office of the Auditor General receive an increase in its appropriation of at least $250 000 in the 2010–11 budget. 
This report is quite timely, as the budget is not far off now. It is important for the Auditor General to have the 
ability to speak to the Standing Committee on Estimates and Financial Operations and for the standing 
committee to express a view about the budget of the Office of the Auditor General. 

It is useful to note that when the Auditor General met with us, he advised the committee that the government had 
given approval for his office to move to a net appropriation funding model for the annual financial audit 
function. This means that the Office of the Auditor General will no longer receive an appropriation for the 
assurances audits that it undertakes. This currently represents about 75 per cent of the Office of the Auditor 
General’s audit activities and covers the audits of financial statements, controls and performance indicators of 
some 200 agencies. The Auditor General advised the committee that the change will allow the office to recoup 
from the agencies the cost of additional audit efforts and unforeseen expenditures arising from changes to 
accounting and auditing standards and inadequate agency practices. We welcome, and are happy to support, the 
change to the net appropriation model. 

It was noted that the net appropriation model does not extend to funding requirements associated with 
performance auditing, which also are undertaken by the Office of the Auditor General. The Auditor General 
advised the committee that he had provided a 2010–11 budget submission for the Office of the Auditor General 
to the Treasurer on 23 December 2009. In that submission, he requested funding to support an increase to the 
performance auditing function, which has been identified by the Office of the Auditor General as the major 
strategic budgetary issue facing the office. Performance audits are comprehensive examinations of government 
activities to ensure that they are both efficient and effective. Performance examination reports are an essential 
tool for not only the Office of the Auditor General, but also for Parliament to be better informed when assessing 
a government’s performance. In written advice to our committee, the Auditor General advised that performance 
audits are an important function for the Office of the Auditor General but that in recent years various changes in 
the auditing environment have limited the capacity of the Office of the Auditor General to shift resources into 
performance audits. These include legislative changes such as the opinion time lines and ministerial notifications 
under section 82 of the Financial Management Act, as well as obligations imposed by the Australian Accounting 
and Auditing Standards Board. The committee noted that the resources allocated to performance audits have not 
increased in recent years and that those allocations represent less than 25 per cent of the audit effort. The Auditor 
General advised that this number had remained fairly constant over the past five years. Further, as a result of the 
position, the Office of the Auditor General as a leader in performance audits has shifted to now lag behind other 
jurisdictions. Basically, the Auditor General was saying that WA had held a good position and was seen as a 
leader among Australian jurisdictions with regard to performance audits but that in the past five years that 
position had slipped back. 

The Auditor General has an important role to assist the Parliament in overseeing the performance of executive 
government through the provision of independent and accurate information on the performance and financial 
management of the public sector agencies and bodies. The committee is of the view that this role should not be 
hindered in any way. The Auditor General advised that he would like to lift the performance audit component of 
the Office of the Auditor General to 30 per cent of the audit effort. If that were to be achieved, it would require 
an increase in the Office of the Auditor General’s appropriation from $5 million to $6 million. Recognising the 
difficulties in the current economic climate, the current Auditor General advised that he would be happy for a 
phased-in approach to achieve this over four years. It was on that basis that the committee resolved to make the 
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recommendation in this report to support an increase in the budget of the Office of the Auditor General of at 
least $250 000 in the 2010–11 budget. 

The Auditor General advised the committee that his office only has the resources to conduct a small number of 
performance examinations each year. The Office of the Auditor General has eight performance examinations 
underway and 29 projects under consideration for further inquiries, 13 of which are categorised as medium to 
large projects. The committee noted that without additional funding, the Office of the Auditor General would not 
be able to achieve examinations into all the proposed projects. The Auditor General stated — 

The proposed work program is a good example of the type of work that I cannot do. I will not be able to 
achieve all of that. … They are matters that have been drawn to our attention by other parties or that 
have come up through our own analysis from a number of different areas. 

The committee notes the need for an increase in the performance audit capacity of the Office of the Auditor 
General to ensure that it maintains a reasonable level of scrutiny into the efficient and effective expenditure of 
public moneys. Therefore, we recommended an increase in the Auditor General’s budget. 

In essence, this is a short report, but it is an important report that alerts the Parliament to the view of the Auditor 
General’s expectations of the budgetary requirements needed to fulfil his functions, which, of course, are of great 
importance to the Parliament and for scrutinising the operations of government departments and agencies. I 
encourage members to be mindful of the committee’s recommendations. I trust also that the government will 
have taken notice of this recommendation. 

Hon NORMAN MOORE: I indicate that the government has taken on board the recommendation of the 
Standing Committee on Estimates and Financial Operations to increase the budget by $250 000. I have had a 
quick glance at the budget papers and there seems to have been an increase of more than that in the last budget, 
so that particular matter has obviously been dealt with. However, let me say this: I have never come across any 
government agency that does not think it needs more money, and the Office of the Auditor General is no 
exception. I understand the arguments that the Auditor General has put forward, as I understand the arguments 
that have been put forward by the directors general of the Department of Health, the Department of Education 
and of every other government agency. However, the Auditor General has an ally in this committee; I think the 
committee’s last report suggested that the Parliament should set the Auditor General’s budget. I did not notice 
much enthusiasm for that idea from the previous government, either, but I think that it is only fair to say that 
every agency of government has its requests for funds assessed through the government’s budgetary process, the 
budget is brought to Parliament, and Parliament ultimately makes the decision about whether the budget will be 
accepted and about the appropriations for every agency. I have heard arguments in the past that Parliament 
should also set its own budget, and I know that the Clerk thinks that is a wonderful idea, provided he can work 
out what the number is at the end of the day! I just make the point that it is the government’s view that all 
expenditure by government agencies, Parliament and the Auditor General should be considered in the normal 
budgetary process. That budgetary process will take into account the submissions and requests being made by all 
the agencies on the basis of their needs, and will allocate funds on the basis of the priorities that the government 
sets from one budget to the next. However, I am pleased, as always, to receive the committee’s views about these 
things and I read them with great interest. 

Hon Giz Watson mentioned an audit committee, which was a requirement of the Auditor General Act 2006, I 
think, which was brought in some time ago. I drafted up some terms of reference for this particular committee; it 
resides at order of the day 28 on the notice paper. That was put there a long, long time ago. At the time, I thought 
there was consensus on that, only to discover, when I was about to bring it on for debate, that it was in fact going 
to be a long, drawn-out affair. Some members wanted a different construction for this particular committee. 
What is basically recommended here is that there be four members from the Standing Committee on Estimates 
and Financial Operations and four members from the Public Accounts Committee, two members from each of 
which support the government. I gather that there is a view that that should be changed and that the committee of 
audit should be composed of all members of both committees. From the government’s point of view, one of the 
problems with that is that it gives a majority to the opposition, whereas our proposal is for a 50–50 arrangement 
between both sides. The proposal also is that the Chairman of the Standing Committee on Estimates and 
Financial Operations be the chairman. I have been able to convince my colleagues in government that the 
chairman should come from this house, which is appropriate in terms of the house’s role as a house of review. If 
I can get some indication from the opposition and other interested parties about their views on order of the day 
28, and that it is not going to be a two-week long debate, it may be possible to proceed with that if there is some 
suggestion from those members that we can deal with it expeditiously. The government is happy to note the 
report. 

Hon KEN TRAVERS: I want to add a few words. I was also going to acknowledge that the recommendation 
had been picked up by the government. I think the budget has increased by slightly more than the $250 000 
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recommended because of the change to net appropriation budgeting; that was then the new estimate of the actual 
cost of the other part of the Auditor General’s appropriation. Effectively, the purpose of this $250 000 was to 
arrive at a point that is considered to be industry standard, for want of a better term, across government, as a 
percentage of the budget that is going towards performance auditing as opposed to the auditing of the accounts. 
The two functions are quite important; obviously one is about ensuring that the government’s books are accurate. 
It does not guarantee it, but hopefully it will identify whether someone is committing fraud within our agencies. I 
do not think that anyone here would disagree that that is a worthwhile thing. Performance auditing is more about 
making sure that the systems of government are working well. Again, that is something that can easily be 
forgotten or be left out, but in the end, we are all worse off if we do not have it. 

I remember my first weeks working for the then Minister Assisting the Treasurer, Ian Taylor, many moons ago. 
An Auditor General’s report had come down that was critical about certain things, and we spent the whole day 
making sure we got letters out and made a whole range of responses to that report. I look back on that now, and 
it created an enormous reaction in the minister’s office, and appropriately so, because what had been highlighted 
were some areas that needed to be improved within government. There is probably, at times, a tendency for 
governments to prefer not to have an Auditor General’s report because it might be critical, but I actually think 
that they are part of a constructive process. Having watched this over the years, I think it plays an important role 
in the processes. When the reports come to this chamber, obviously we see politics being played, but I also think 
they perform a very important role.  

I acknowledge that the government has taken on the report. My recollection is that the $250 000 is part of a 
process, over a period of time, of getting the amount up to $1 million, so that there is the right balance between 
the performance audits and the other audits carried out by the Auditor General’s office. The Leader of the House 
mentioned the Joint Standing Committee on Audit. It is kind of ironic that this issue has gone on for so many 
years. The Joint Standing Committee on Audit is actually established under the Auditor General Act 2006. I was 
critical of my own government that we did not establish it, for the same reason that the present government does 
not want to establish it—because it is worried about it having a non-government majority. I say to the 
government that I do not think it has anything to fear, because anything that could be damaging to the 
government could be done today by the existing committees, whether it is the Public Accounts Committee or the 
Standing Committee on Estimates and Financial Operations. If a committee wanted to cause problems for the 
government, either of those committees could do so today. I think there is a benefit in having those two 
committees come together maybe once or twice a year to look at and monitor the processes of the Auditor 
General. Hopefully, that would also provide some discussion for them to go back into their respective 
frameworks, each knowing that the other committee would be getting on with certain work. They would come 
together and make recommendations about the budget of the Auditor General, which is one of their 
requirements. Until that occurs, the Standing Committee on Estimates and Financial Operations can continue to 
bring forward reports such as this one, which does the very same thing. To the government’s credit, it has 
acknowledged and responded to that, and it is addressing the issues. I do not understand why members on our 
side were worried about that when we were in government. I might add that the members opposite who were 
then sitting on this side were all supportive of the proposal for those two committees —  

Hon Norman Moore: Hang on a minute! You remember the composition of the committees of the last 
government—a bit different from now.  

Hon KEN TRAVERS: Yes, but Hon Norman Moore will recall that it still meant there was a non-government 
chair of the committee.  

Hon Norman Moore: It was not a majority and you know that. You played funny games with what you called 
“non-government”; it was another name for Greens, who were on your side anyway. They were the non-
government party and voted for you.  

Hon KEN TRAVERS: As the Leader of the House knows, the Greens (WA) are not always on our side on 
matters. The Leader of the House is being a bit ungrateful to not recognise on many occasions, particularly when 
it came to perceived accountability, when the Greens supported motions of the Liberal Party to establish select 
and standing committees to inquire into the government of the day. With those issues, the then opposition—the 
now government—sometimes played politics with an issue, and the Greens went along with the opposition on 
the basis of: “Let’s have a committee and see what comes out of it.” The damage was often done by the 
establishment of the committee; when the final report came down, we found out that there was nothing there in 
the first place. Nevertheless, I suspect that if I were in the Greens’ position, I could understand why its members 
will stand back and say, “If damage is done to the government, that is their problem, not ours. In the meantime, 
the safest route for us is to allow that select committee to get on.” Maybe my argument concerning the way in 
which those committees were reported in the initial stages is not with the Greens; maybe that is a philosophical 
question for another day.  
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The simple fact of the matter is that a proposal was made, which the then opposition, the current government, 
supported, that would have become the standing orders if our government had accepted it; that committee would 
have been established in that process. Now there is a change with everyone sitting on different sides, all of a 
sudden the now government wants a new arrangement. I certainly have concerns about the government proposal 
to pick out four members from each of the committees. What will happen to that one member who does not get 
onto the committee? There is also the issue of when members go back to their own committees and start saying, 
“Oh, remember when we were at the joint standing committee on audit, we discussed—oops! Hang on a minute; 
we can’t talk about that because this member is not a member of the audit committee and we would be breaching 
privilege.” That would create an artificial and difficult process. 

If the government is of the view that the Greens (WA) and the Labor Party will work together and do everything 
identically, one, it is sadly mistaken, and, two, if that was the case, we could do it today. In fact, the Labor Party 
could do it on its own in the other place through the Public Accounts Committee. The only other area in which 
this committee will play a key role is at the point of requiring a review of the act. The 10 members who have 
been active on the two financial committees of the two houses will hopefully have a lot to add to that process. As 
with 90 per cent of the committee work that goes on in this place, we will get joint recommendations that are 
unanimous; however, if we get minority versus majority recommendations, at the end of the day the 
recommendations come back to this house and the government can do what it likes; it can bring in legislation. In 
fact, because of the nature of the houses these days, if the Liberal–National government wants to put through a 
bill as a result of that review, it can do what it likes and ignore other views. I suspect that on these matters we 
should not get to that point. Hopefully, we will get cooperation and the recommendations will be put forward, as 
was the case when this bill was originally passed. When the Auditor General Act 2006 and the Financial 
Management Act 2006 were put through this place, they were agreed to by all, bar a couple of items for which 
there was a minority report—that was from me. We have subsequently seen everyone switch sides again, on 
matters upon which I submitted my minority report, I note! Life goes around and comes around. I hope that at 
some point in the not-too-distant future—maybe it will have to wait until the standing order review inquiry by 
the Standing Committee on Procedure and Privileges is completed, or earlier—we get on and just appoint a 
committee.  

Hon GIZ WATSON: I want to make a clarification. I realise, in speaking to the report, I was inadvertently 
thinking that I was referring to the current budget process. I apologise to the chamber for that. I have missed a 
year somewhere! It is a worry, is it not? I had a little time off at the end of last year, but it was not that long, I am 
sure! It is part of the challenge when debating reports perhaps long beyond a time of greater relevance. I 
apologise. I might need to amend my Hansard to indicate that I should have been clearer that the report referred 
to the previous budget. It should also be noted that the government had responded or certainly accommodated an 
increase in the budget for the Office of the Auditor General. 

Question put and passed.  
 


