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Standing Committee on Estimates and Financial Operations —  
Thirty-second Report — “Report on the Budget of the Office of the Auditor General and Review of  

Auditor General’s Audit Results Report — Annual 2009–10 Assurance Audits” 

Resumed from 9 August. 

Motion 

Hon GIZ WATSON: I move — 

That the report be noted. 

I indicate to members that this is the thirty-second report of the Standing Committee on Estimates and Financial 
Operations, with regard to the report on the budget of the office of the Auditor General and a review of the 
Auditor General’s audit results report, which was the annual 2009–10 assurance audit. We tabled this report in 
August, and I will just go over some of the key points we made. 

We took evidence from the Auditor General almost 12 months ago, on 13 December 2010, about his proposal for 
the Office of the Auditor General’s budget allocation for 2011–12. The hearing also canvassed matters arising 
from the Auditor General’s report 10 of 2010, “Audit Results Report — Annual 2009–10 Assurance Audits”, as 
they were directly relevant to annual report hearings that the committee held with a number of agencies in 
December last year. 

The committee was pleased to note the support of the Treasurer and the Department of Treasury and Finance to 
the request from the Office of the Auditor General, which should see the performance audit budget of the office 
increase by $250 000 in 2011–12 and by another $250 000 in 2012–13. The committee supports the provision of 
additional funding for performance audits, which should enable the OAG’s performance audit effort to increase 
from 25 per cent to approximately 30 per cent of total audit effort. 

We were also concerned about the evidence given by witnesses regarding statements of corporate intent. The 
Auditor General advised the committee of continuing non-compliance with statutory obligations by the relevant 
ministers to table statements of corporate intent in Parliament in a timely manner. The committee briefly 
reviewed the applicable provisions of the water and power utilities, the port authorities and Racing and Wagering 
Western Australia, which indicated that there were similarities in the structure of the provisions and the way in 
which they operate. 

The current process for the majority of statements of corporate intent requires the portfolio minister to agree to 
the document after receiving the Treasurer’s concurrence. However, if the Treasurer does not give his 
concurrence, the draft statement of corporate intent becomes the operative document until the portfolio 
minister’s agreement to the SCI is given. This is a consistent feature of all the legislation reviewed by the 
committee. The effect of the failure of portfolio ministers to ensure timely compliance with this legislative 
requirement is a veiling of the operations of agencies from Parliament’s scrutiny. 

The committee was advised by the Auditor General of issues with several agencies’ key performance indicators. 
We heard evidence from one agency regarding its non-compliance with the requirement for its chief executive 
officer to report KPIs in its annual report; we were told that it may have compromised the agency’s commercial 
interests. The committee is concerned that some agencies are not complying with their obligations relating to 
KPIs under the Financial Management Act 2006. 

We also looked at some issues around the audit result report. The Auditor General advised the committee that, in 
general, there was no trend of decay in the system of financial reporting by agencies. However, the Auditor 
General pointed out that there were several areas of concern. The first such area related to improvements in the 
timeliness of financial reporting; the second was a notable increase in non-compliance with Treasurer’s 
instructions. The third was a doubling in significant deficiencies. We were concerned to note the Auditor 
General’s observation that there had been a doubling in the number of significant deficiencies in financial 
management controls reported to agencies over 2009–10 from the previous year. In addition, the Auditor General 
noted a delay in remedial action being taken by agencies where significant deficiencies had been reported. The 
final area was recurring audit qualifications, particularly in relation to the metropolitan health service of the 
Department of Health which had, for the second consecutive year, received a qualified audit opinion relating to 
its financial controls. This was of particular concern to the committee, given the large size of the metropolitan 
health service’s budget and asset base. 

The committee made some recommendations and findings, which I will just report to the chamber. The first 
recommendation was for the establishment, again—this is a recurring theme in our reports—of the Joint 
Standing Committee of Audit to be resolved by the chamber at its earliest opportunity. I am pleased to be able to 
report, of course, that this chamber has now responded to that recommendation and has passed the necessary 
motion to establish that committee. We await a report from the other place on whether it has fulfilled its 
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requirement in this regard. Clearly, until it does, we are unable to establish that joint committee. It is worth 
noting that it is particularly important, as we are rapidly approaching the review period for the Office of the 
Auditor General’s legislation, and that legislation provides that the Joint Standing Committee of Audit is 
required to conduct a review of the act. Until we have a joint standing committee, we are unable to fulfil that 
obligation of the legislation. 

The second recommendation was for the Premier to instruct ministers to ensure that their agencies give high 
priority to matters raised by the Auditor General and respond promptly. The third recommendation was that, in 
the event that a portfolio minister does not table a strategic development plan and an SCI in accordance with the 
legislation due to the Treasurer not giving his concurrence, the minister should table the most recent draft of the 
SDP and SCI, which the agency will operate under from 1 July under the deeming provisions; the minister 
should provide an explanation to Parliament for the delay by 1 July, being the start of the next financial year; and 
the matter should be taken to cabinet for resolution. 

Members might like to examine in more detail the evidence we took to support those recommendations. I 
commend this report to the house. 

Question put and passed.  
 


