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1. REPORT SUMMARY 

INTRODUCTION AND BACKGROUND 

1.1 The Audit Office issues independent audit reports on the financial statements and 
reports of factual findings on the statements of performance of ACT Government 
agencies and those entities in which the ACT Government has a direct financial 
interest.  These reports are included in the annual reports of these agencies and 
other entities and tabled in the ACT Legislative Assembly. 

1.2 This report provides details of the results of the audits of financial statements and 
reviews of statements of performance relating to 2010-11. 

1.3 The report also includes an assessment of the overall quality and timeliness of 
reporting by agencies and other entities. 

1.4 The audit findings identified by the Audit Office during the audit process are 
reported to agencies and other entities.  This report includes a summary of the 
major audit findings and information on the progress made by agencies and other 
entities in resolving previously reported findings. 

HIGHLIGHTS 

1.5 This report highlights the following matters: 

Results of the audits of financial statements - chapter 2 

• The Audit Office audited 76 financial statements during the 2010-11 
financial audit program.  No qualified audit reports were issued. 

• The Audit Office was unable to issue audit reports on the financial 
statements of two new territory authorities (the ACT Compulsory Third-
Party Insurance Regulator and ACT Teacher Quality Institute) during  
2010-11 as these authorities did not prepare the financial statements 
required by the Financial Management Act 1996. 

Results of the reviews of statements of performance - chapter 2 

• The Audit Office issued 30 reports of factual findings on agencies’ 
statements of performance. 

• The Audit Office qualified two reports of factual findings because some 
accountability indicators had not been measured as required by the 
Financial Management Act 1996. 

• The Audit Office was unable to issue reports of factual findings on the 
statements of performance of two new territory authorities (the 
ACT Compulsory Third-Party Insurance Regulator and ACT Teacher 
Quality Institute) during 2010-11 as these authorities did not prepare 
statements of performance as required by the Financial Management 
Act 1996. 
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HIGHLIGHTS (CONTINUED) 

Status of audit findings - chapter 3 

• Agencies were, in most cases, addressing previously reported weaknesses in 
their governance arrangements, internal controls and reporting practices. 

• In 2010-11, agencies resolved 126 (66 percent) of the audit findings 
reported in previous years compared to 201 (75 percent) in 2009-10.  
Agencies also partially resolved 46 (24 percent) of the previously reported 
audit findings; up from the 24 (9 percent) resolved in 2009-10. 

• However, some agencies need to implement better processes for addressing 
audit findings in a timely manner as many previously reported audit findings 
were not resolved (10 percent) or were only partially resolved (24 percent). 

• Several internal control weaknesses in major revenue applications were not 
fully resolved. 

Financial and performance reporting - chapter 3 

Quality of financial statements 

• The percentage of financial statements submitted for audit that were rated as 
‘good’ increased from 46 percent in 2009-10 to 55 percent in 2010-11.  The 
percentage of ‘satisfactory’ financial statements decreased from 37 percent 
in 2009-10 to 22 percent in 2010-11.  This results in a combined percentage 
of financial statements rated as ‘satisfactory’ and ‘good’ decreasing slightly 
from 83 percent in 2009-10 to 77 percent in 2010-11.  The percentage of 
financial statements rated as unsatisfactory in 2010-11 (12 percent) was 
unchanged from 2009-10. 

• These results indicate that in general the overall quality of financial 
statements submitted for audit did not change significantly compared to the 
previous year.  Given that several agencies had limited time to account for 
the effects of a major restructuring of administrative arrangements that 
occurred on 17 May 2011. 

Quality of statements of performance 

• The quality of statements of performance declined significantly in 2010-11.  
The percentage of agencies that prepared ‘good’ statements of performance 
declined from 55 percent in 2009-10 to 43 percent in 2010-11.  The 
percentage of unsatisfactory statements increased from 7 percent in 2009-10 
to 30 percent in 2010-11. 

• This significant decline in quality was caused by several directorates not 
effectively addressing the effects of the major restructuring of 
administrative arrangements on 17 May 2011 when preparing their 
statements of performance. 

• In 2010-11, as in previous years, there were several instances where 
accountability indicators provided limited useful information about the 
planned and actual performance of agencies. 
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HIGHLIGHTS (CONTINUED) 

Financial and performance reporting - chapter 3 (continued) 

Quality of statements of performance (continued) 

• Information included in the budget papers did not always provide sufficient 
insight into the planned levels of performance.  Where planned levels of 
performance are not clearly defined and adequately explained in agencies’ 
budget papers, it is less likely that agencies can be held accountable for their 
performance. 

Timeliness of financial statements and statements of performance 

• The percentage of agencies that complied with the Treasury Directorate’s 
whole-of-government reporting timetable declined from 94 percent in  
2009-10 to 79 percent in 2010-11.  This is the reverse of the positive trend 
achieved in recent years of improved compliance with this timetable. 

• In some cases where the timetable was not complied with, the financial 
statements were provided to the Audit Office long after the due date.  Where 
this occurs, there is a significantly higher risk that the audit of the financial 
statements for these agencies will not be completed in time for agencies to 
meet the reporting deadlines. 

• In 2010-11, 78 percent of reporting agencies provided their statements of 
performance to the Audit Office within the timeframe required by the 
Treasury Directorate’s whole-of-government timetable.  This result is well 
below the 91 percent of agencies that complied with the timetable in  
2009-10.  Despite this, in most cases, late agencies provided their statements 
of performance to the Office shortly after the due date. 

• Agencies need to improve their compliance with the Treasury Directorate’s 
whole-of-government timetable to provide assurance that the Territory’s 
financial statements will be completed and audited within the earlier 
legislative reporting timeframes which will apply in 2011-12 which is an 
election year. 

• Several statements of performance that were provided to the Audit Office 
within the timeframes required by the Treasury Directorate’s whole-of-
government timetable were of poor quality and had to be revised. 

Annual reporting 

• In 2010-11, all agencies placed their annual reports on the relevant website 
by the date required by the Annual Reports (Government Agencies) 
Act 2004. 

• All agencies included the correct version of their financial statements and 
statement of performance in the printed and electronic (website) version of 
their annual report. 
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HIGHLIGHTS (CONTINUED) 

Financial and performance reporting - chapter 3 (continued) 

Budget management 

• The Territory and the majority of its directorates and authorities operated 
within their budgets. 

Computer information systems - chapter 4 

Computer information systems environment 

• Controls implemented by Shared Services over the computer information 
system environment were assessed to be generally satisfactory, however, 
several control weaknesses were identified. 

• Documentation supporting the review of privileged user1 access, audit logs 
for Unix servers and firewall rules2 changes was often not retained.  This 
increases the risk of inappropriate or unauthorised access or changes to 
critical applications and data. 

• The ACT Government’s password complexity requirements3 were not fully 
enforced, some passwords were not ‘forced’ to be regularly changed, user 
access levels were not regularly monitored, and some critical ‘patches’4 
were not applied.  This increases the risk of unauthorised, inappropriate and 
undetected access to the ACT Government network, firewalls, applications 
and data. 

• Many key IT policies, plans and procedures were out of date, including 
Shared Services’ risk management and strategic plans. 

• The interim InTACT Business Continuity Plan has not been finalised or 
recently tested.  In the event of a disaster or other disruption, this increases 
the risk that critical applications may not be recovered, operations may not 
be promptly resumed, and critical data may be lost. 

• Controls which restrict access to data centres need to be strengthened to 
prevent unauthorised access to these centres. 

 

                                                 
1 ‘Privileged users’ are users that have the capacity to perform powerful system administration and other high level 
functions. 
2 ‘Firewalls’ are used to protect the ACT Government network, its applications and data from users on external networks 
(e.g. internet).  Firewalls also provide protection against hackers, malicious intruders and viruses.  ‘Firewall rules’ are rules 
that control access to the ACT Government network through the ACT Government firewalls. 
3 The ACT Government’s password complexity standard requires passwords to contain a combination of lower and upper 
case letters, numbers and special characters. 
4 ‘Patches’ are provided by the vendor of an application to improve the operation and security of the application.  Security 
patches improve access controls by addressing known weaknesses in the system. 



Report summary 

 
2010-11 Financial Audits Page 7 

 

HIGHLIGHTS (CONTINUED) 

Computer information systems - chapter 4 (continued) 

Controls for key applications 

• Application controls for Oracle Financials, Chris21, rego.act and Receipting 
Accounting and Payments System (RAPS) were assessed to be generally 
satisfactory. 

• Weaknesses exist in controls over Homenet, Territory Revenue System, 
ENTA and MyWay. 

• Progress by agencies in addressing previously reported control weaknesses 
varied. 

• Controls over user access were improved for Chris21, Homenet, Territory 
Revenue System and rego.act. 

The Territory’s financial statements - chapter 5 

Audit report 

• The Audit Office issued an unqualified audit report on the Territory’s  
2010-11 Consolidated Annual Financial Statements. 

Net operating balance 

• The Territory’s net operating balance, a surplus of $1 million, compares 
favourably to the budgeted deficit of $247 million.  This mainly reflects 
higher than budgeted revenue, in particular, other revenue and taxation 
revenue. 

• The Territory’s surplus net operating balance of $1 million was less than the 
prior year’s surplus balance of $115 million. This decline resulted from an 
increase in expenses of $248 million (6.4 percent), which exceeded the 
growth in revenue of $134 million (3.4 percent). 

• The Territory estimates that it will incur deficits in its net operating balance 
over the forward years. These estimated deficits are anticipated to decline 
from $210 million in 2011-12 to $64 million in 2014-15. 

Operating result 

• The Territory’s operating surplus of $123 million exceeded the budgeted 
surplus of $25 million.  This was mostly due to the better than expected net 
operating balance, partially offset by less than expected gains in the market 
values of land sold and investments held for superannuation and other 
purposes. 

• The Territory’s operating surplus for 2010-11 of $123 million was less than 
the prior period’s surplus of $390 million.  This mostly reflects decreased 
gains in market values of investments, land sold and a decline in the net 
operating balance. 

 



Report summary 

 
Page 8 2010-11 Financial Audits 

 

HIGHLIGHTS (CONTINUED) 

The Territory’s financial statements - chapter 5 (continued) 

• The Territory has budgeted for operating surpluses ranging from 
$99 million to $261 million over the forward years.  The achievement of 
these surpluses depends on the Territory obtaining sufficient gains from 
investment and property markets to counter the estimated deficits in the net 
operating balance over the forward years. 

Revenue 

• The Territory’s revenue ($4 118 million) exceeded the budgeted amount 
($3 890 million) and prior year’s amount ($3 984 million) by $228 million 
(5.9 percent) and $134 million (3.4 percent) respectively. This mainly 
reflects increases in other revenue and taxation revenue. 

Expenses 

• The Territory’s expenses ($4 117 million) were close to the budgeted 
expense ($4 137 million). 

• The Territory’s expenses ($4 117 million) exceeded the previous year’s 
amount ($3 869 million) by $248 million (6.4 percent).  This increase 
reflects higher employee expenses, increases in the cost of land sales and 
borrowing costs. 

Financial position 

• The Territory’s assets ($21 735 million) exceeded the budgeted amount 
($21 257 million) by $478 million (2.2 percent). This reflects higher than 
expected investment balances resulting mainly from delays in the purchase 
and construction of major capital assets, and upward revaluations of 
property, plant and equipment. 

• The Territory’s liabilities ($5 525 million) were $470 million (9.3 percent) 
higher than the budgeted amount ($5 055 million). This was mainly a result 
of higher than anticipated growth in the unfunded superannuation liability, 
partially offset by lower than expected borrowings used to fund major water 
security projects. 

Short-term financial position 

• The Territory’s short-term financial position remains strong and is stronger 
than anticipated in the budget. 

• The Territory’s short-term financial position is estimated to remain strong 
over the forward years. 
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HIGHLIGHTS (CONTINUED) 

The Territory’s financial statements - chapter 5 (continued) 

Long-term financial position 

• The Territory’s long-term financial position was slightly better than 
anticipated in the budget.  However, this position has weakened 
significantly in recent years, with unfunded liabilities increasing by 
$1 054 million or an average of 21.5 percent per annum since 2009. 

• The Territory’s long-term financial position is estimated to weaken over the 
forward years as further borrowings are anticipated to fund the Territory’s 
capital assets program, in particular, major water security projects. 

Cash results 

• The net cash surplus generated by the Territory’s operations ($652 million) 
remained strong and was much higher than the cash surplus anticipated in 
the budget ($403 million). 

• The net cash surplus generated by the Territory’s operations ($652 million) 
decreased by $125 million (16.1 percent) from the previous year’s amount 
($777 million).  This mainly reflects higher employee costs, the cost of land 
sales and borrowing costs. 

• The Territory’s net cash deficit from operating and capital activities 
($337 million) was $517 million (60.5 percent) below the budgeted deficit 
($854 million).  This resulted from the higher than expected net cash surplus 
from operations and lower than expected spending on the Territory’s capital 
assets program. 

• The Territory’s cash deficit from operating and capital activities 
($337 million) significantly exceeded the previous year’s deficit 
($82 million) due to a reduction in the net cash surplus from operations and 
increased spending on the Territory’s capital assets program. 

• The Territory is expecting cash deficits from operating and capital activities 
over the next two years due mainly to planned spending on the Territory’s 
capital assets program. 

Capital assets 

• Planned capital assets funding was underspent by $158 million 
(19.3 percent) in 2010-11.  However, the level of underspending was much 
less than that experienced previously.  As in prior years, most of this 
underspending was due to delays in completing infrastructure and building 
projects. 
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HIGHLIGHTS (CONTINUED) 

Audit results and findings on ACT Government agencies and other entities  
- chapter 6 

1.6 This chapter provides audit results and findings on individual ACT Government 
agencies and other entities. 

1.7 Responses provided by agencies were considered in the preparation of this report 
and included in the relevant sections of the report. 

AUDIT RECOMMENDATIONS 

1.8 The Audit Office made 12 recommendations to address the audit findings 
discussed in this report. 

Recommendation 1 

Agencies should ensure that: 

• they resolve audit findings in a timely manner and implement processes for 
monitoring the status of unresolved audit findings; and 

• audit findings presented in audit management reports are referred to internal audit 
committees for monitoring and follow-up. 

Recommendation 2 
Agencies should ensure that their financial statements and statements of performance are 
prepared and submitted to the Audit Office within the timeframes required by the Treasury 
Directorate’s whole-of-government reporting timetable. 

 
Recommendation 3 
Agencies should improve the quality of their financial statements, giving particular 
attention to ensuring the information is clear, complete and accurate and complies with any 
new reporting requirements. 

 
Recommendation 4 
Agencies should improve the quality of their statements of performance.  Agencies should 
ensure that: 

• the systems used to report results are reliable; 

• there is sufficient explanatory information on each accountability indicator and 
how it is measured in the budget papers and/or statement of intent and statement 
of performance; and 

• concise and clear explanations of material variances from planned levels of 
performance are provided. 
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AUDIT RECOMMENDATIONS (CONTINUED) 
 
Recommendation 5 
The legal instruments prepared under section 19D of the Financial Management Act 1996 
amend the targets for accountability indicators so that they reflect the period that they have 
responsibilities for the relevant functions.  Where necessary, legal advice should be 
obtained to ensure the instruments have the intended legal effect. 

Recommendation 6 
Agencies should comprehensively review and improve the usefulness of their 
accountability indicators and the related targets. 
 

Recommendation 7 

Agencies should regularly monitor audit logs for the presence of errors, irregularities and 
potential fraudulent changes to key applications and data.  The results of this monitoring 
should be documented and reported to management. 
 

Recommendation 8 

Agencies should regularly monitor users’ rights to access applications and data.  The 
results of this monitoring should be documented and reported to management. 
 

Recommendation 9 

Agencies should ensure that passwords used to access applications are complex and 
comply with the ACT Government’s password standards.  
 

Recommendation 10 

Agencies should cease the use of generic (shared) user accounts to ensure activities by 
users can be traced to individual users. 
 

Recommendation 11 

Agencies should develop and implement policies and procedures covering change 
management, user access and administration, and business continuity and disaster recovery 
arrangements for all significant computer information systems and applications. 
 

Recommendation 12 

Agencies should perform regular (annual) testing of their business continuity and disaster 
recovery procedures. 
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2. RESULTS OF THE FINANCIAL AUDIT 
PROGRAM 

INTRODUCTION 

2.1 The Audit Office completes an annual program of financial audits under a range of 
legislative and other requirements. Most audits are required by the Financial 
Management Act 1996, however, many are performed pursuant to other 
requirements, such as those contained within the Corporations Act 2001, joint 
venture agreements, trust fund deeds and Commonwealth Government funding 
agreements. 

2.2 The Audit Office also reviews statements of performance prepared by directorates 
and authorities as required by the Financial Management Act 1996. 

KEY ISSUES 

Results of the audits of financial statements 

• The Audit Office audited 76 financial statements during the 2010-11 financial 
audit program.  No qualified audit reports were issued. 

• The Audit Office was unable to issue audit reports on the financial statements of 
two new territory authorities (the ACT Compulsory Third-Party Insurance 
Regulator and ACT Teacher Quality Institute) during 2010-11 as these authorities 
did not prepare the financial statements required by the Financial Management 
Act 1996. 

Results of the reviews of statements of performance 

• The Audit Office issued 30 reports of factual findings on agencies’ statements of 
performance. 

• The Audit Office qualified two reports of factual findings because some 
accountability indicators had not been measured as required by the Financial 
Management Act 1996. 

• The Audit Office was unable to issue reports of factual findings on the statements 
of performance of two new territory authorities (the ACT Compulsory Third-Party 
Insurance Regulator and ACT Teacher Quality Institute) during 2010-11 as these 
authorities did not prepare statements of performance as required by the Financial 
Management Act 1996. 
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RESULTS OF THE AUDITS OF FINANCIAL STATEMENTS 

Table 2.1: Summary of audit reports issued 

 Unqualified Qualified Total 

Territory 1 - 1 

Directorates 20 - 20 

Authorities 13 - 13 

Territory-owned corporations and other 
companies 11 - 11 

Joint ventures and partnerships 12 - 12 

Other audits 19 - 19 

Total audit reports 76 - 76 

    

2.3 The Audit Office audited 76 financial statements as part of the 2010-11 financial 
audit program.  No qualified audit reports were issued.  The Office formed the 
opinion that these financial statements materially complied with the relevant 
accounting standards and presented a true and fair view of the financial position 
and performance of the reporting agencies. 

2.4 The audit reports issued by the Audit Office are listed on pages 17 to 20. 

AUDIT REPORTS 

Figure 2.1: Audit reports 
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2.5 The number of audit reports issued by the Audit Office (76) during the 2010-11 
financial audit program was slightly lower than in the previous year (78).  This 
decrease was mainly due to: 

• the completion of four audits in 2009-10 relating to prior reporting periods 
for the Lyons Estate Redevelopment Joint Venture; and 
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• a reduction in the number of Commonwealth funding acquittal audits 
following several ‘one-off’ audits in 2009-10. 

This was partially offset by an increase in the number of directorate’s audited 
following changes to administrative arrangements in 2010-11 and other audits. 

2.6 The Audit Office was unable to issue audit reports on the financial statements of 
two new territory authorities (the ACT Compulsory Third-Party Insurance 
Regulator and ACT Teacher Quality Institute) as these authorities did not prepare 
the financial statements required by the Financial Management Act 1996.   

2.7 Although the ACT Compulsory Third-Party Insurance Regulator did not comply 
with the reporting requirements of the Financial Management Act 1996, the 
Regulator prepared a statement of income and expenses on behalf of the Territory 
and an operating statement for the year ended 30 June 2011.  The Audit Office 
issued an unqualified audit report on these statements.  These statements and the 
accompanying audit report were included in the Treasury Directorate’s annual 
report. 

2.8 The ACT Compulsory Third-Party Insurance Regulator has advised that: 

‘During 2010-11 the financial transactions of the Regulator were transacted 
through Treasury Directorate’s financial statements.  A statement of income and 
expenses and an operating statement were prepared and audited and included in the 
annual report to provide information to readers on the financial activities of the 
Regulator during 2010-11. 

The ACT Compulsory Third-Party Insurance Regulator has taken the necessary 
steps to meet the obligations imposed by Part 8 of the Financial Management Act 
1996 with respect to the 2011-12 financial year and future years.  The Regulator's 
statement of intent for 2011-12 has been prepared and tabled in the Legislative 
Assembly.  Annual financial statements for 2011-12 will be prepared and audited 
by the Audit Office.’   

2.9 The ACT Teacher Quality Institute has advised that: 

‘The Institute agrees that it has not complied with the relevant reporting 
requirements of Part 8 of the Financial Management Act 1996 (the Act). The 
establishment of the Institute in January 2011 did not include any intention for 
these reporting requirements to be undertaken by the Institute.  This matter was an 
unintended consequence of the legislation drafting process and was brought to the 
attention of the Institute in July 2011.  The Treasury Directorate has subsequently 
advised that the Institute will be granted an exemption from the relevant sections of 
Part 8 of the Act to address this issue.’ 

RESULTS OF THE REVIEWS OF STATEMENTS OF PERFORMANCE  

2.10 The Audit Office is required by the Financial Management Act 1996 to provide a 
report of factual findings on statements of performance prepared by directorates 
and authorities.  This report identifies any matters of concern about the accuracy 
of the results included in the statement of performance. 



Results of the financial audit program 

 
2010-11 Financial Audits Page 15 
 

2.11 The Audit Office does not address the relevance or usefulness of accountability 
indicators as part of its review of the statement of performance because these 
indicators are settled as part of the budget process.  However, the Office may 
report concerns about the usefulness of accountability indicators in audit 
management reports provided to the reporting agencies and their responsible 
Ministers.   

2.12 Information on the usefulness and appropriateness of accountability indicators is 
provided in chapter 3.  Issues related to indicators of some agencies are presented 
in chapter 6.  

Table 2.2: Summary of reports of factual findings issued in 2010-11 

 Unqualified Qualified Total 

    

Directorates 16 2 18 

Authorities 12 - 12 

Total reports of factual findings 28 2 30 

    

2.13 The number of reports of factual findings issued by the Audit Office in  
2010-11 (30) was the same as in 2009-10 (30). 

2.14 The Audit Office was unable to issue reports of factual findings on the statements 
of performance of two new territory authorities (the ACT Teacher Quality 
Institute and ACT Compulsory Third-Party Insurance Regulator) as these 
authorities did not prepare statements of performance as required by the Financial 
Management Act 1996. 

2.15 The ACT Compulsory Third-Party Insurance Regulator has advised that: 

‘During 2010-11 the financial transactions of the Regulator were transacted 
through Treasury Directorate’s financial statements.  A statement of income and 
expenses and an operating statement were prepared and audited and included in the 
annual report to provide information to readers on the financial activities of the 
Regulator during 2010-11. 

The ACT Compulsory Third-Party Insurance Regulator has taken the necessary 
steps to meet the obligations imposed by Part 8 of the Financial Management Act 
1996 with respect to the 2011-12 financial year and future years.  The Regulator's 
statement of intent for 2011-12 has been prepared and tabled in the Legislative 
Assembly.  Annual financial statements for 2011-12 will be prepared and audited 
by the Audit Office.’ 
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The ACT Teacher Quality Institute has advised that: 

‘The Institute agrees that it has not complied with the relevant reporting 
requirements of Part 8 of the Financial Management Act 1996 (the Act). The 
establishment of the Institute in January 2011 did not include any intention for 
these reporting requirements to be undertaken by the Institute.  This matter was an 
unintended consequence of the legislation drafting process and was brought to the 
attention of the Institute in July 2011.  The Treasury Directorate has subsequently 
advised that the Institute will be granted an exemption from the relevant sections 
of Part 8 of the Act to address this issue.’ 

Table 2.3: Qualified reports of factual findings 

Agency Qualification 

ACTION Three accountability indicators were not 
measured. 

Territory and Municipal Services Directorate Two accountability indicators were not measured. 

2.16 The Audit Office qualified two reports of factual findings because the reporting 
agencies were unable to measure the results of some accountability indicators as 
required by the Financial Management Act 1996 due to failures in the recording 
systems used to capture the information needed to measure these indicators. 

Figure 2.2: Reports of factual findings 
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2.17 The number of reports of factual findings issued by the Audit Office is similar to 
last year and has increased slightly over the last three years. 
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Table 2.4: Summary of 2010-11 audit reports and reports of factual findings 

 
Audit Report on 

the Financial 
Statements 

Report of Factual 
Findings on the 

Statement of 
Performance 

   

Territory   

Territory’s Consolidated Annual Financial 
Statements Unqualified Not applicable 

Directorates (Departments)   

ACT Executive Unqualified Not applicable 

ACT Planning and Land Authority Unqualified Unqualified 

ACTION Unqualified Qualified 
Chief Minister and Cabinet Directorate  
(Chief Minister’s Department) Unqualified Unqualified 

Community Services Directorate (Department of 
Disability, Housing and Community Services) Unqualified Unqualified 

Department of Environment, Climate Change, 
Energy and Water Unqualified Unqualified 

Department of Land and Property Services Unqualified Unqualified 

Economic Development Directorate Unqualified Unqualified 

Education and Training Directorate (Department of 
Education and Training) Unqualified Unqualified 

Environment and Sustainable Development 
Directorate Unqualified Unqualified 

Health Directorate (ACT Health) Unqualified Unqualified 
Home Loan Portfolio Unqualified Unqualified 
Housing ACT Unqualified Unqualified 
Justice and Community Safety Directorate 
(Department of Justice and Community Safety) Unqualified Unqualified 

Legislative Assembly Secretariat  Unqualified Not applicable 
Shared Services Centre Unqualified Unqualified 
Territory and Municipal Services Directorate 
(Department of Territory and Municipal Services) Unqualified Qualified 

Territory Banking Account Unqualified Unqualified 
Superannuation Provision Account Unqualified Unqualified 

Treasury Directorate (Department of Treasury) Unqualified Unqualified 

Authorities   
ACT Gambling and Racing Commission Unqualified Unqualified 
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Audit Report on 

the Financial 
Statements 

Report of Factual 
Findings on the 

Statement of 
Performance 

ACT Insurance Authority Unqualified Unqualified 
ACT Public Cemeteries Authority Unqualified Unqualified 
ACT Building and Construction Industry Training 
Fund Authority Unqualified Unqualified 

Canberra Institute of Technology Unqualified Unqualified 
Cultural Facilities Corporation Unqualified Unqualified 
Exhibition Park Corporation Unqualified Unqualified 
Independent Competition and Regulatory 
Commission Unqualified Unqualified 

Land Development Agency Unqualified Unqualified 
Legal Aid Commission (ACT) Unqualified Unqualified 
ACT Long Service Leave Authority Unqualified Unqualified 
Public Trustee for the ACT – Office Account Unqualified Unqualified 
University of Canberra Unqualified Not applicable 
Territory-owned corporations and other 
companies   

ACTEW Corporation Limited Unqualified Not applicable 
ACTEW Distribution Limited Unqualified Not applicable 
ACTEW Retail Limited Unqualified Not applicable 
ACTTAB Limited Unqualified Not applicable 
CIT Solutions Pty Limited Unqualified Not applicable 
Community Housing Canberra Limited Unqualified Not applicable 
Rhodium Asset Solutions Limited (from July to 
September 2010) Unqualified Not applicable 

NATSEM Pty Limited Unqualified Not applicable 
Totalcare Industries Limited Unqualified Not applicable 
UCU Ltd Unqualified Not applicable 
University of Canberra College Pty Limited Unqualified Not applicable 
Joint ventures and partnerships   
ActewAGL Distribution Partnership Unqualified Not applicable 
ActewAGL Joint Venture Special Purpose Financial 
Report Unqualified Not applicable 

ActewAGL Joint Venture Summary Financial Report Unqualified Not applicable 
ActewAGL Retail Partnership Unqualified Not applicable 
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Audit Report on 

the Financial 
Statements 

Report of Factual 
Findings on the 

Statement of 
Performance 

Crace Joint Venture (30 June 2011) Unqualified Not applicable 
Crace Joint Venture (31 December 2010) Unqualified Not applicable 
Forde Joint Venture (30 June 2011) Unqualified Not applicable 
Forde Joint Venture (31 December 2010) Unqualified Not applicable 
Lyons Joint Venture (30 June 2010) Unqualified Not applicable 
Lyons Joint Venture (30 June 2011) Unqualified Not applicable 
Nicholls Primary School Joint Facilities Unqualified Not applicable 
Woden East Joint Venture Unqualified Not applicable 
Other audits   
Canberra Business Development Fund Unqualified Not applicable 
Capital Region Community Foundation Gift Fund Unqualified Not applicable 
Capital Region Community Foundation Open Fund Unqualified Not applicable 
Commonwealth Funding under the Interstate Road 
Transport Act 1985 – Expenditure Statement Unqualified Not applicable 

Commonwealth Funding under the Interstate Road 
Transport Act 1985 – Revenue Statement Unqualified Not applicable 

Commonwealth Funding under the Nation Building 
Program (National Land Transport) Act 2009 – 
Roads to Recovery 

Unqualified Not applicable 

Commonwealth Funding under the Nation Building 
Program (National Land Transport) Act 2009 –  
Black Spot Projects 

Unqualified Not applicable 

Commonwealth Funding under the Nation Building 
Program (National Land Transport) Act 2009 – 
National Projects 

Unqualified Not applicable 

Compulsory Third Party Insurance Regulator – 
Statement of Income and Expenses on Behalf of the 
Territory and Operating Statement 

Unqualified Not applicable 

Default Insurance Fund Unqualified Not applicable 
Regional and Local Community Infrastructure 
Program – Eastern Valley Inlet and Skate Space 
Refurbishment Project 

Unqualified Not applicable 

Gungahlin Cemetery Perpetual Care Trust Unqualified Not applicable 
Hall Cemetery Perpetual Care Trust Unqualified Not applicable 
Nation Building and Jobs Plan (Building the 
Education Revolution Program) Unqualified Not applicable 

Nominal Defendant Unqualified Not applicable 
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Audit Report on 

the Financial 
Statements 

Report of Factual 
Findings on the 

Statement of 
Performance 

Public Trustee for the ACT – Trust Account Unqualified Not applicable 
Woden Cemetery Perpetual Care Trust Unqualified Not applicable 
University of Canberra – Education Investment Fund 
Income and Expenditure Statement Acquittal Unqualified Not applicable 

University of Canberra Research Income Return  Unqualified Not applicable 
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3. AUDIT FINDINGS 

INTRODUCTION 

3.1 The main purpose of auditing financial statements or reviewing statements of 
performance is to express an independent opinion on whether the information 
included in the financial statements and statements of performance prepared by 
the reporting agencies and other entities is materially correct and presents a fair 
view of their performance in accordance with the relevant reporting requirements. 

3.2 The Audit Office is also required by Australian Auditing Standard ASA 260: 
‘Communication with Those Charged with Governance’ to report ‘matters of 
governance interest’ identified during an audit (i.e. audit findings) to those 
charged with governance of the agency.  This includes agency heads, governing 
boards and relevant ministers.  Matters typically reported include weaknesses in 
governance arrangements and internal controls, legislative breaches, errors and 
fraud. 

3.3 This chapter discusses the quality of financial statements and statements of 
performance prepared by the reporting agencies and other entities and progress 
made by agencies in addressing audit findings. 

KEY ISSUES 

Status of audit findings 

• Agencies were, in most cases, addressing previously reported weaknesses in their 
governance arrangements, internal controls and reporting practices. 

• In 2010-11, agencies resolved 126 (66 percent) of the audit findings reported in 
previous years compared to 201 (75 percent) in 2009-10.  Agencies also partially 
resolved 46 (24 percent) of the previously reported audit findings; up from the 
24 (9 percent) resolved in 2009-10. 

• Some agencies need to implement better processes for addressing audit findings in 
a timely manner as many previously reported audit findings were not resolved 
(10 percent) or were only partially resolved (24 percent). 

• Several internal control weaknesses in major revenue applications were not fully 
resolved. 

Financial and performance reporting 
Quality of financial statements 

• The percentage of financial statements submitted for audit that were rated as 
‘good’ increased from 46 percent in 2009-10 to 55 percent in 2010-11.  The 
percentage of ‘satisfactory’ financial statements decreased from 37 percent in 
2009-10 to 22 percent in 2010-11.  This results in a combined percentage of 
financial statements rated as ‘satisfactory’ and ‘good’ decreasing slightly from 
83 percent in 2009-10 to 77 percent in 2010-11.  The percentage of financial 
statements rated as unsatisfactory in 2010-11 (12 percent) was unchanged from 
2009-10. 
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KEY ISSUES (CONTINUED) 
Financial and performance reporting (continued) 
Quality of financial statements (continued) 

• These results indicate that in general the overall quality of financial statements 
submitted for audit did not change significantly compared to the previous year.  
Given that several agencies had limited time to account for the effects of a major 
restructuring of administrative arrangements that occurred on 17 May 2011. 

Quality of statements of performance 

• The quality of statements of performance declined significantly in 2010-11.  The 
percentage of agencies that prepared ‘good’ statements of performance declined 
from 55 percent in 2009-10 to 43 percent in 2010-11.  The percentage of 
unsatisfactory statements increased from 7 percent in 2009-10 to 30 percent in 
2010-11. 

• This significant decline in quality was caused by several directorates not 
effectively addressing the effects of the major restructuring of administrative 
arrangements on 17 May 2011 when preparing their statements of performance. 

• In 2010-11, as in previous years, there were several instances where 
accountability indicators provided limited useful information about the planned 
and actual performance of agencies. 

• Information included in the budget papers did not always provide sufficient 
insight into the planned levels of performance.  Where planned levels of 
performance are not clearly defined and adequately explained in agencies’ budget 
papers, it is less likely that agencies can be held accountable for their 
performance.  

Timeliness of financial statements and statements of performance 

• The percentage of agencies that complied with the Treasury Directorate’s whole-
of-government reporting timetable declined from 94 percent in 2009-10 to 
79 percent in 2010-11.  This is the reverse of the positive trend achieved in recent 
years of improved compliance with this timetable. 

• In some cases where the timetable was not complied with, the financial statements 
were provided to the Audit Office long after the due date.  Where this occurs, 
there is a significantly higher risk that the audit of the financial statements for 
these agencies will not be completed in time for agencies to meet the reporting 
deadlines. 

• Agencies need to improve their compliance with the Treasury Directorate’s 
whole-of-government timetable to provide assurance that the Territory’s financial 
statements will be completed and audited within the earlier legislative reporting 
timeframes which will apply in 2011-12 which is an election year. 
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KEY ISSUES (CONTINUED) 

Timeliness of financial statements and statements of performance (continued) 

• In 2010-11, 78 percent of reporting agencies provided their statements of 
performance to the Audit Office within the timeframe required by the Treasury 
Directorate’s whole-of-government timetable.  This result is well below the 
91 percent of agencies that complied with the timetable in 2009-10.  Despite this, 
in most cases, late agencies provided their statements of performance to the Office 
shortly after the due date. 

• Several statements of performance that were provided to the Audit Office within 
the timeframes required by the Treasury Directorate’s whole-of-government 
timetable were of poor quality and had to be revised. 

Annual reporting 

• In 2010-11, all agencies placed their annual reports on the relevant website by the 
date required by the Annual Reports (Government Agencies) Act 2004. 

• All agencies included the correct version of their financial statements and 
statement of performance in the printed and electronic (website) version of their 
annual report. 

Budget management 

• The Territory and the majority of its directorates and authorities operated within 
their budgets. 

STATUS OF AUDIT FINDINGS 

3.4 The Audit Office reports audit findings identified during an audit in audit 
management reports.  These reports are issued to those charged with the 
governance of an agency.  Information in these reports includes new audit 
findings and the progress made in implementing previously reported audit 
findings. 

3.5 The status of audit findings for all agencies is shown below. 

Table 3.1: Status of audit findings (number of findings) 
 Previously 

Reported Resolved Not 
Resolved 

Partially 
Resolved New Balance 

2009-10 269 (201) 44 24 123 191 

2010-11 191 (126) 19 46 124 189 

3.6 Most audit findings should be resolved by agencies within 12 months of being 
reported.  In a small number of cases, an audit finding: 

• may take longer to be resolved even though an agency has agreed with the 
audit finding and/or related recommendation.  For example, an agency may 
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decide to delay addressing of a control weaknesses as part of a planned 
upgrade of computer information systems and associated procedures; and 

• will not be resolved because an agency has not agreed with an audit finding 
and/or related recommendation.  This may occur, for example, where an 
agency believes the risks of a reported control weakness are low due to 
other mitigating factors, or considers that the costs of implementing audit 
recommendations outweigh the benefits. 

3.7 Agencies were, in most cases, addressing previously reported weaknesses in their 
governance arrangements, internal controls and reporting practices. 

3.8 In 2010-11, agencies resolved 126 (66 percent) of the audit findings reported in 
previous years compared to 201 (75 percent) in 2009-10.  Agencies also partially 
resolved 46 (24 percent) of the previously reported audit findings; up from the 
24 (9 percent) resolved in 2009-10. 

3.9 However, some agencies need to implement better processes for addressing audit 
findings in a timely manner as many previously reported audit findings were not 
resolved (10 percent) or were only partially resolved (24 percent). 

3.10 Several internal control weaknesses in major revenue applications were not fully 
resolved.  Audit findings relating to these applications are discussed in chapter 4. 

3.11 The number of new audit findings reported in 2010-11 (124) was similar to that 
reported in 2009-10 (123). 

FINANCIAL AND PERFORMANCE REPORTING 

Quality of financial statements 

3.12 As noted in chapter 2, the Audit Office did not issue any qualified audit reports on 
financial statements prepared by agencies during the 2010-11 financial audit 
program.  While this result is positive, it does not provide a reliable indicator of 
the adequacy of reporting arrangements implemented by agencies because 
financial statements are often amended or corrected during the audit process. 

3.13 A better indication of the adequacy of reporting arrangements implemented by 
agencies is provided by assessing the quality of financial statements submitted to 
the Audit Office for audit.  The Office used the following criteria in making this 
assessment. 

Table 3.2: Rating criteria 

Rating Criteria 

Good Financial statements were well prepared.  Little or no adjustments were 
needed to amounts or disclosures. 

Satisfactory Financial statements were well prepared with few adjustments being needed to 
amounts or disclosures. 

Fair Financial statements were of a borderline quality.  Adjustments were needed 
to amounts or disclosures. 
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Rating Criteria 

Unsatisfactory Financial statements were not well prepared. Many adjustments were needed 
to amounts and disclosures. 

Figure 3.1: Quality of financial statements  

3.14 The percentage of financial statements submitted for audit that were rated as 
‘good’ increased from 46 percent in 2009-10 to 55 percent in 2010-11.  The 
percentage of ‘satisfactory’ financial statements decreased from 37 percent in 
2009-10 to 22 percent in 2010-11.  This results in a combined percentage of 
financial statements rated as ‘satisfactory’ and ‘good’ decreasing slightly from 
83 percent in 2009-10 to 77 percent in 2010-11.  The percentage of financial 
statements rated as unsatisfactory in 2010-11 (12 percent) was unchanged from 
2009-10. 

3.15 These results indicate that in general the overall quality of financial statements 
submitted for audit did not change significantly compared to the previous year.  
Given that several agencies had limited time to account for the effects of a major 
restructuring of administrative arrangements that occurred on 17 May 2011.  This 
restructuring involved transferring of several functions between agencies and the 
creation of two new directorates (Economic Development Directorate and 
Environment and Sustainable Development Directorate). 

3.16 Agencies that prepared unsatisfactory financial statements improved their 
financial statements during the audit process.  However, these agencies tended to 
rely on the Audit Office to assist them in meeting their financial reporting 
obligations.  As in previous years, the most common types of deficiencies in 
financial statements were the: 
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• misstatement of current or prior year figures due to error; 

• lack of clear and concise explanatory information to assist readers to 
understand the information being reported; and 

• use of disclosures from an example set of financial statements without 
ensuring that these disclosures were relevant to the operations of the 
reporting agencies. 

Timeliness of financial statements 

3.17 The Treasury Directorate issues a whole-of-government reporting timetable each 
year.  This timetable includes the dates by which agencies are required to submit 
their financial statements to the Audit Office. 

3.18 Agencies need to comply with the Treasury Directorate’s timetable to ensure that: 

• they comply with applicable legislative annual reporting deadlines; and 

• the Territory’s financial statements are completed and audited within the 
timeframe required by the Financial Management Act 1996. 

Figure 3.2: Compliance with the whole-of-government reporting timetable 
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3.19 The percentage of agencies that complied with the Treasury Directorate’s whole-
of-government reporting timetable declined from 94 percent in 2009-10 to 
79 percent in 2010-11.  This is the reverse of the positive trend achieved in recent 
years of improved compliance with this timetable.  In a small number of cases, 
agencies provided financial statements that were of poor quality and submitted 
late. 

3.20 In some cases where the timetable was not complied with, the financial statements 
were provided to the Audit Office long after the due date.  Where this occurs, 
there is a significantly higher risk that the audit of the financial statements for 
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these agencies will not be completed in time for agencies to meet the reporting 
deadlines. 

3.21 Agencies need to improve their compliance with the Treasury Directorate’s 
whole-of-government timetable to provide assurance that the Territory’s financial 
statements are completed and audited within the earlier legislative reporting 
timeframes which will apply in 2011-12 which is an election year. 

Quality of statements of performance 

3.22 Directorates and authorities are required by the Financial Management Act 1996 
to prepare statements of performance that present their results against planned 
targets.  These statements include important information on the performance of 
directorates and authorities. 

3.23 The Audit Office used the same rating criteria applied to financial statements 
(page 24) to assess the quality of statements of performance submitted to the 
Office. 

Figure 3.3: Quality of statements of performance 
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3.24 The quality of statements of performance declined significantly in 2010-11.  The 
percentage of agencies that prepared ‘good’ statements of performance declined 
from 55 percent in 2009-10 to 43 percent in 2010-11.  The percentage of 
unsatisfactory statements increased from 7 percent in 2009-10 to 30 percent in 
2010-11. 

3.25 This significant decline in quality was caused by several directorates not 
effectively addressing the effects of the major restructuring of administrative 
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arrangements on 17 May 2011 when preparing their statements of performance.  
In particular, these directorates did not ensure their statements of performance 
correctly reflected the instruments prepared under section 19D of the Financial 
Management Act 1996 to amend targets for accountability indicators when 
functions were transferred between the relevant directorates. 

3.26 Statements of performance become less useful when the period covered by the 
targets for accountability indicators are not consistent with the period covered by 
the actual results (i.e. the period that the directorates have responsibility for the 
relevant functions).  Legislative instruments under section 19D were incorrectly 
prepared and did not amend targets for the relevant accountability indicators to 
reflect the period that the directorates had responsibility for the relevant functions. 

3.27 As in previous years, other more common types of deficiencies in statements of 
performance were: 

• errors in the calculation of the actual results; 

• the provision of insufficient explanations of the accountability indicators 
and/or how they were measured or estimated; and 

• a lack of information on the reasons for material variances between actual 
and planned levels of performance. 

Usefulness of accountability indicators 

3.28 Under the Financial Management Act 1996, agencies are required to ensure their 
statements of performance enables readers to compare the actual results for each 
accountability indicator to the planned (i.e. targeted) levels of performance as set 
out in their budgets or statements of intent.5 

3.29 In 2010-11, as in previous years, there were several instances where 
accountability indicators provided limited useful information about the planned 
and actual performance of agencies.  For example, there were many cases where 
indicators only referred to the conduct of an activity, with no explanation of what 
the activity was or how well it was to be performed.  In other cases, there was no 
logical or obvious connection between the indicator and the target. 

3.30 Furthermore, information included in the budget papers did not always provide 
sufficient insight into the planned levels of performance.  Where planned levels of 
performance are not clearly defined and adequately explained in agencies’ budget 
papers, it is less likely that agencies can be held accountable for their 
performance.  

3.31 The Audit Office found that accountability indicators tended to be more useful 
when agencies: 

• clearly defined and explained their performance indicators and associated 
targets in their budget papers or statement of intent; 

• provided sufficient information on how actual results were measured; and 
                                                 
5 Authorities are required by the Financial Management Act 1996 to prepare statements of intent. These statements include 
the performance indicators and associated targets. 
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• explained significant judgements or estimates applied in measuring the 
reported results. 

3.32 The Audit Office alerted agencies to areas where their statements of performance 
could be improved. 

3.33 Chapter 6 includes examples of where individual agencies could improve 
reporting on their accountability indicators. 

Timeliness of statements of performance 

3.34 In 2010-11, 78 percent of reporting agencies provided their statements of 
performance to the Audit Office within the timeframe required by the Treasury 
Directorate’s whole-of-government timetable.  This result is well below the 
91 percent of agencies that complied with the timetable in 2009-10.  Despite this, 
in most cases, late agencies provided their statements of performance to the Office 
shortly after the due date. 

3.35 As discussed previously, several statements of performance that were provided to 
the Audit Office within the timeframes required by the Treasury Directorate’s 
whole-of-government timetable were of poor quality and had to be revised. 

ANNUAL REPORTING 

Timeliness of reporting – printed and electronic versions of the annual report 

3.36 Agencies are required by the Chief Minister’s Annual Report Directions (issued 
under the Annual Reports (Government Agencies) Act 2004) to place their annual 
reports on the relevant website on the same day that their annual reports are tabled 
in the Legislative Assembly.  

3.37 In 2010-11, all agencies placed their annual reports on the relevant website by the 
date required by the Chief Minister’s Annual Report Directions. 

Inclusion of correct versions of audited documents 

3.38 Reporting agencies are responsible for ensuring that the version of their financial 
statements and statement of performance made available in their annual report is 
consistent with those on which the audit report and report of factual findings were 
issued. 

3.39 All agencies included the correct version of their financial statements and 
statement of performance in the printed and electronic (website) version of their 
annual report. 

BUDGET MANAGEMENT 

3.40 The capacity of the Territory to operate within its budget depends largely on 
agencies managing their finances within their allocated budgets.   

3.41 As disclosed in chapter 5, the Territory achieved its budgeted net operating 
balance and operating result. 
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3.42 The financial results of the Territory’s major agencies are compared to their 
budgets in chapter 6.  Instances where individual agencies exceeded their budgets 
are listed below. 

• ACTION’s net cost of services ($91.4 million) exceeded the budgeted cost 
($85.2 million) by $6.2 million (7.3 percent) due to lower than expected 
income from fares caused mainly by failures in the Wayfarer ticketing 
machines.  ACTION was provided with additional funds from the Territory 
and Municipal Services Directorate to cover its higher than expected net 
cost of services. 

• The Canberra Institute of Technology’s net cost of services ($80.5 million) 
exceeded the budgeted cost ($71.8 million) by $8.7 million (12.1 percent).  
This was mainly due to it increasing spending on facilities and repairs and 
maintenance of its buildings to meet occupational health and safety 
requirements.  There were also increases due to leasing additional computer 
equipment. 

• The Justice and Community Safety Directorate’s net cost of services 
($220.2 million) was slightly higher than the budgeted cost ($217.2 million).  
This was mainly due to the Directorate receiving transport regulation and 
road safety functions from the Territory and Municipal Services Directorate 
following changes to administrative arrangements on 17 May 2011. 

• The Land Development Agency’s operating profit was $16.8 million 
(31.3 percent) below the budgeted profit due to lower than expected land 
sales.  Planned sales of residential and industrial sites did not occur because 
adverse weather conditions and delays in receiving required environmental 
approvals under the Environmental Protection and Biodiversity 
Conservation Act 1999 (Commonwealth) caused delays in the construction 
and release of sites for sale.  The release of a number of commercial sites 
was deferred to later years. 

• The Territory and Municipal Services Directorate’s net cost of services 
($453.6 million) was slightly higher than the budgeted cost ($442.3 million). 
This was mainly due to the combined effects of higher depreciation, losses 
from the downwards revaluation of assets and the write-off of infrastructure 
assets.  These higher expenses were partially offset by higher than expected 
rental income and insurance recoveries. 

AUDIT RECOMMENDATIONS 

Recommendation 1 
Agencies should ensure that: 

• they resolve audit findings in a timely manner and implement processes for 
monitoring the status of unresolved audit findings; and 

• audit findings presented in audit management reports are referred to internal audit 
committees for monitoring and follow-up. 
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AUDIT RECOMMENDATIONS (continued) 

Recommendation 2 
Agencies should ensure that their financial statements and statements of performance are 
prepared and submitted to the Audit Office within the timeframes required by the Treasury 
Directorate’s whole-of-government reporting timetable. 

Recommendation 3 
Agencies should improve the quality of their financial statements, giving particular 
attention to ensuring the information is clear, complete and accurate and complies with any 
new reporting requirements. 

Recommendation 4 
Agencies should improve the quality of their statements of performance.  Agencies should 
ensure that: 

• the systems used to report results are reliable; 

• there is sufficient explanatory information on each accountability indicator and 
how it is measured in the budget papers and/or statement of intent and statement 
of performance; and 

• concise and clear explanations of material variances from planned levels of 
performance are provided. 

Recommendation 5 
Directorates should ensure that legal instruments prepared under section 19D of the 
Financial Management Act 1996 amend the targets for accountability indicators so that 
they reflect the period that they have responsibilities for the relevant functions.  Where 
necessary, directorates should obtain legal advice to ensure the instruments have the 
intended legal effect. 
 

Recommendation 6 
Agencies should comprehensively review and improve the usefulness of their 
accountability indicators and the related targets. 
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4. COMPUTER INFORMATION SYSTEMS 

INTRODUCTION 

4.1 Controls over computer information systems are an important part of a reporting 
agency’s control environment.  These help ensure that information used to prepare 
financial statements and statements of performance is accurate and reliable.  They 
also provide assurance that important applications operate as intended and 
information stored is valid and secure. 

4.2 Computer information system controls are classified as: 

• Environment controls. This includes controls over equipment (e.g. computers), 
the network, servers, databases and buildings containing the equipment 
(e.g. data centres).  For most agencies, these controls are managed by the 
Shared Services Centre (Shared Services). 

• Application controls. These are controls that are included within an application 
which address user access, change management and accuracy of data entered 
into, and processed by, the application. 

4.3 The Australian Auditing Standards require that the Audit Office consider computer 
information system controls during the audits of financial statements and reviews of 
statements of performance because agencies rely on these controls in preparing their 
financial statements and statements of performance. 

4.4 This chapter provides an overview of the results of the Audit Office’s reviews of the 
environment and application controls relating to the following applications: 

• Oracle Financials – the financial management information system used by the 
majority of ACT Government agencies; 

• Chris21 – the human resources information management system used by the 
majority of ACT Government agencies; 

• MAZE – a school administration system used by ACT public schools to 
process school receipts and expenditure; 

• Community2008 – an application used by the Treasury Directorate to process 
rates, taxes and levies; 

• Homenet – an application used to manage information on Housing ACT’s 
social housing services; 

• Territory Revenue System – a system used by the Treasury Directorate 
(ACT Revenue Office) to record and manage taxes and fees revenue; 

• rego.act – a system used by the Justice and Community Safety Directorate to 
record motor vehicle registrations, drivers’ licences and vehicle infringement 
revenue; 

• Receipting Accounting and Payments System (RAPS) – an application that is 
used to process revenue received from ACT businesses and residents; 
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• MyWay – a recently implemented bus ticketing system used by ACTION; and 

• ENTA – a recently implemented theatre ticketing system used by the Cultural 
Facilities Corporation. 

KEY ISSUES 

Computer information systems environment 

• Controls implemented by Shared Services over the computer information system 
environment were assessed to be generally satisfactory, however, several control 
weaknesses were identified. 

• Documentation supporting the review of privileged user6 access, audit logs for Unix 
servers and firewall rules7 changes was often not retained.  This increases the risk of 
inappropriate or unauthorised access or changes to critical applications and data. 

• The ACT Government’s password complexity requirements8 were not fully 
enforced, some passwords were not ‘forced’ to be regularly changed, user access 
levels were not regularly monitored, and some critical ‘patches’9 were not applied.  
This increases the risk of unauthorised, inappropriate and undetected access to the 
ACT Government network, firewalls, applications and data. 

• Many key IT policies, plans and procedures were out of date, including Shared 
Services’ risk management and strategic plans. 

• The interim InTACT Business Continuity Plan has not been finalised or recently 
tested.  In the event of a disaster or other disruption, this increases the risk that 
critical applications may not be recovered, operations may not be promptly resumed, 
and critical data may be lost. 

• Controls which restrict access to data centres need to be strengthened to prevent 
unauthorised access to these centres. 

Controls for key applications 

• Application controls for Oracle Financials, Chris21, rego.act and RAPS were 
assessed to be generally satisfactory. 

• Weaknesses exist in controls over Homenet, Territory Revenue System, ENTA and 
MyWay. 

• Progress by agencies in addressing previously reported control weaknesses varied. 

• Controls over user access were improved for Chris21, Homenet, Territory Revenue 
System and rego.act. 

                                                 
6 ‘Privileged users’ are users that have the capacity to perform powerful system administration and other high level functions. 
7 ‘Firewalls’ are used to protect the ACT Government network, its applications and data from users on external networks  
(e.g. internet).  Firewalls also provide protection against hackers, malicious intruders and viruses.  ‘Firewall rules’ are rules that 
control access to the ACT Government network through the ACT Government firewalls. 
8 The ACT Government’s password complexity standard requires passwords to contain a combination of lower and upper case 
letters, numbers and special characters. 
9 ‘Patches’ are provided by the vendor of an application to improve the operation and security of the application. Security 
patches improve access controls by addressing known weaknesses in the system. 
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KEY ISSUES (CONTINUED) 

• Many agencies are not performing regular reviews of audit logs of users’ activities.  
Accidental or fraudulent changes to critical applications and data are less likely to be 
promptly identified when these reviews are not regularly performed. 

• Password settings for Oracle Financials, Territory Revenue System and Homenet 
need to be improved to minimise the risk of unauthorised or fraudulent access to 
these applications and data.  Users were able to use simple (non-complex) passwords 
to gain access to these applications and data. 

• Generic (shared) user accounts were being used to access Homenet and MyWay.  In 
relation to ENTA, a generic administrator account is used by the administrator to 
provide systems support.  The use of such accounts restricts management’s ability to 
trace unauthorised or fraudulent activities to an individual user. 

• Regular reviews of user access were not performed for Oracle Financials, MAZE, 
Community2008, Homenet, MyWay and ENTA.  This presents a higher risk of 
unauthorised or fraudulent access to these applications and data. 

• Policies and procedures for managing changes to MAZE, MyWay and ENTA have 
not been implemented.  This presents a higher risk of inadequately tested, untested or 
fraudulent changes being introduced into these applications. 

• Business continuity and disaster recovery arrangements for Homenet, 
Community2008, Territory Revenue System and ENTA need to be improved to 
provide assurance that these applications will be restored and operations promptly 
resumed without the loss of critical data in the event of a disaster or other disruption. 

ENVIRONMENT CONTROLS 

4.5 Agencies rely on Shared Services to manage the computer information system 
environment controls which support applications. 

Table 4.1: Status of audit findings (number of findings) 

Previously Reported Resolved New Balance 
3 0 14 17 

4.6 Controls implemented by Shared Services over the computer information system 
environment were assessed to be generally satisfactory.  However, several control 
weaknesses were identified in 2010-11, and none of the previously reported control 
weaknesses were resolved.   

4.7 Previously reported control weaknesses that remained unresolved were that: 

• there was no documentation supporting the review of the access of privileged 
users of the ACT Government network. This increases the risk of inappropriate 
or unauthorised access to critical applications and data; 

• audit logs for Unix servers were not subject to regular scheduled monitoring.  
This increases the risk that accidental or fraudulent changes to critical 
applications and data will not be promptly detected or remedied; and 
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• changes made to firewall rules were not being independently reviewed.  In 
addition, procedures for granting users’ access to make such changes have not 
been consistently followed.  This presents a higher risk of accidental, 
unauthorised or fraudulent changes to firewall rules, which may increase 
exposure to hackers, malicious intruders and viruses. 

4.8 Access controls also need to be improved.  In particular: 

• the level of password complexity enforced by the ACT Government network’s 
operating system only partially complies the ACT Government’s password 
complexity standard; 

• some passwords are not required to be regularly changed;  

• user access levels are not regularly monitored; 

• some critical ‘patches’, including security patches, for servers and applications 
have not been installed; and 

• approved processes for granting access to the network or applications are not 
always followed. 

4.9 These control weaknesses result in a higher risk of undetected unauthorised and 
possibly fraudulent access to the ACT Government network, firewalls, applications 
and data. 

4.10 Many key information technology policies, plans and procedures were out of date, 
including Shared Services’ risk management and strategic plans. 

4.11 Business continuity planning processes implemented by Shared Services also need to 
be improved.  At the time of the audit, the InTACT Business Continuity Plan was 
still an ‘interim plan’ and had not been recently tested.  This increases the risk that 
critical applications may not be able to be recovered, operations may not be resumed 
in a timely manner and critical data may be lost, in the event of a disaster. 

4.12 The Audit Office also found that: 

• required procedures for gaining access to Shared Services’ data centres were 
not always followed and access was not consistently monitored.  This increases 
the risk of unauthorised access to these data centres; and 

• test plans for changes to the computer information systems environment were 
not always documented.  This increases the risk of untested and potentially 
fraudulent changes being introduced into the computer information systems 
environment. 

4.13 Shared Services has agreed to address these audit findings. 
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APPLICATION CONTROLS 

Oracle Financials 

4.14 Oracle Financials is the financial management information system used by the 
majority of ACT Government agencies to process and record financial transactions. 
These transactions support reporting agencies’ financial statements and statements of 
performance.  Oracle Financials is owned and managed by Shared Services. 

Table 4.2: Status of audit findings (number of findings) 

Previously Reported Resolved New Balance 
1 0 4 5 

4.15 Application controls over Oracle Financials were assessed to be generally 
satisfactory, however, the following control weaknesses warrant attention. 

4.16 Shared Services did not ensure that audit logs for Oracle Financials were regularly 
reviewed to reduce the risk of unauthorised or fraudulent changes to the application 
or data. 

4.17 There was a higher risk of unauthorised and inappropriate access to Oracle 
Financials and its data because: 

• some users could access the database using default accounts that do not meet 
the ACT Government’s password complexity standard; and 

• password complexity has not been consistently enforced for access to the 
application. 

4.18 Some users were able to initiate, process and approve transactions using Oracle 
Financials and segregation of these activities was not being regularly monitored.  
There is a higher risk of irregular or fraudulent transactions where one user can 
perform all functions associated with a transaction. 

4.19 Accounting journals could be posted to the accounting records (i.e. the general 
ledger) without prior approval and these could be changed after being posted.  These 
control weaknesses present a higher risk of erroneous and fraudulent reporting as 
journals can be used to manipulate results. 

4.20 The Audit Office therefore recommended that Shared Services use the automated 
facility to ‘freeze’ journals after they have been posted.  Shared Services has advised 
that it is impractical to freeze journals because this prevents correction or deletion of 
the journals prior to posting.  

4.21 Shared Services has agreed to address all other audit recommendations. 
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Chris21 

4.22 Chris21 is the human resources management information system used to process 
salaries and leave entitlements for most ACT Government employees.  Chris21 is 
owned and managed by Shared Services. 

Table 4.3: Status of audit findings (number of findings) 

Previously Reported Resolved New Balance 
2 1 0 1 

4.23 Overall, application controls for Chris21 were assessed to be satisfactory.  

4.24 Shared Services reduced the risk of unauthorised, inappropriate or potentially 
fraudulent access to payroll data within Chris21 by regularly reviewing user access 
to the application. 

4.25 However, Shared Services is not regularly monitoring audit logs for Chris21.  This 
increases the risk that any incorrect or fraudulent changes to payroll data will not be 
promptly identified and remedied. 

4.26 Shared Services has agreed to address this audit finding. 

MAZE 

4.27 The MAZE application is a school administration system used by ACT public 
schools to process school receipts and expenditure.  The MAZE application is owned 
and managed by the Education and Training Directorate. 

Table 4.4: Status of audit findings (number of findings) 

Previously Reported Resolved New Balance 
2 0 0 2 

4.28 The Education and Training Directorate did not resolve the two previously reported 
control weaknesses. 

4.29 The Education and Training Directorate has developed a draft change management 
policy for the MAZE application, however, this policy has not been approved and 
implemented.  Finalising and implementing this policy will reduce the risk of 
untested or potentially fraudulent changes to the application. 

4.30 There was an increased risk of unauthorised, inappropriate or fraudulent access to 
the MAZE application because periodic reviews of user access are not performed. 

4.31 The Education and Training Directorate has agreed to address these audit findings. 
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Community2008 

4.32 Community2008 is used to process general rates, land taxes, the fire and emergency 
services levy and city centre marketing and improvements levy.  Community2008 is 
owned and managed by the Treasury Directorate. 

Table 4.5: Audit findings (number of findings) 

Previously Reported Resolved New Balance 
0 0 3 3 

4.33 Application controls over Community2008 were assessed to be generally 
satisfactory.  However, policies and procedures covering key application controls 
have not been developed and approved.  For example, there: 

• were no procedures for the regular review of audit logs.  In practice, audit logs 
were being reviewed on an ad-hoc basis, however, documentation supporting 
these reviews was often not retained; 

• is no business continuity plan, including disaster recovery procedures, for 
Community2008.  This increases the risk that Community2008 may not be 
able to be recovered, operations may not be resumed in a timely manner and 
critical data may be lost in the event of a disaster, disruption or other adverse 
event; and 

• were no user access management policies and procedures for Community2008. 
This increases the risk of unauthorised, inappropriate or potentially fraudulent 
access to Community2008 and its data. 

4.34 The Treasury Directorate has provided the following comments in relation to the 
above audit findings: 

‘Review of Audit Logs 

The Community2008 application is part of a highly secure ACT Government 
Network. Access to the Community Application and Server are governed by tight 
access controls which require appropriate authorisation, logging and actioning.  In 
addition to this, the Shared Services ICT team performs quarterly reviews of 
Community2008 access at the application level.  These reviews require the Treasury 
Directorate to review Community2008 user access to ensure access is still valid.  
These documents are required to be signed off by the Directorate. 

Business Continuity Plan and Disaster Recovery Procedures 

The Directorate will develop a Business Continuity Plan and Disaster Recovery 
Procedures for the Community2008 system as per the recommendations. 

It should be noted that Shared Services ICT has a Disaster Recovery Plan that details 
the recovery of the application’s server infrastructure and by default includes 
restoration of the Community2008 application as it resides on the server. There is no 
need to specifically mention the application, although backups are mentioned in the 
Recovery Strategy for Community2008 in the plan.  The Support Agreement for the 
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Community2008 system details database backup regimes which covers the restoration 
of Community2008 databases when required. The plan also states recovery of the 
Community2008 application is to occur within 24 hours, so regardless of what tasks 
are required, the goal is to recover within this period. 

User Access Management Policies and Procedures 

The Directorate will establish user access management policies and procedures for the 
Community2008 application.  

It should be noted that there is a user guide which Shared Services ICT uses for New 
User Access to Community2008.  The user guide will be expanded to include 
‘changes’ to user access including details of appropriate form and further detail on 
Shared Services ICT actioning procedures.’ 

Homenet 

4.35 Homenet is an application used to record and manage information on all aspects of 
Housing ACT’s social housing services, including tenant and applicant services, and 
property management.   

Table 4.6: Status of audit findings (number of findings) 

Previously Reported Resolved New Balance 
6 1 0 5 

4.36 Housing ACT resolved one of the six previously reported audit findings.  No 
progress was made in resolving five of the previously reported audit findings. 

4.37 Housing ACT reduced the risk of inappropriate or fraudulent access to Homenet data 
by removing the access of users with privileged access to the Oracle database, when 
such access was not required. 

4.38 Four of the five unresolved audit findings, were first reported to Housing ACT in 
2006-07. This indicates that Housing ACT’s processes for resolving audit findings 
need to be improved. 

4.39 In 2010-11, the Audit Office again found that: 

• users’ access rights were not being periodically reviewed; 

• audit logs of changes to Homenet data were not being subject to regular 
scheduled monitoring by independent officers; and 

• a shared (generic) user account, that does not have password complexity 
restrictions, was used by system administrators to access the Oracle database 
supporting the Homenet application. 

4.40 These control weaknesses mean there continues to be a higher risk of inappropriate, 
unauthorised, and possibly fraudulent access to Homenet data. 
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4.41 Backup restoration processes for the Homenet application and data have not been 
formally documented and fully tested.  This results in a higher risk of the Homenet 
application and data not being able to be recovered and restored in the event of a 
disaster or emergency. 

4.42 Housing ACT has agreed to address these audit findings. 

Territory Revenue System 

4.43 The Territory Revenue System is an application used to record and manage taxes and 
fees revenue for the Treasury Directorate (ACT Revenue Office).  The Territory 
Revenue System is owned and managed by the Treasury Directorate. 

Table 4.7: Status of audit findings (number of findings) 

Previously Reported Resolved New Balance 
5 1 0 4 

4.44 Application controls over the Territory Revenue System were assessed to be 
generally satisfactory. 

4.45 The Treasury Directorate improved controls over the Territory Revenue System by:  

• preventing the use of generic (shared) accounts. This has improved 
management’s ability to trace activities, including inappropriate, irregular or 
fraudulent activities to an individual; and 

• implementing an automatic lockout of a user after three unsuccessful log on 
attempts.  This has reduced the risk of unauthorised access to the Territory 
Revenue System. 

4.46 Despite these improvements, most previously reported audit findings were not 
resolved.  In particular: 

• audit logs of changes to data (specifically, changes to rates, codes and client 
information) were not reviewed on a regular basis; 

• users were able to use simple passwords because the application does not have 
the capacity to enforce the use of complex passwords; and 

• user and role administration policies and procedures did not exist for the 
Territory Revenue System. 

4.47 These unresolved control weaknesses mean there continues to be a higher risk of 
inappropriate, unauthorised and possibly fraudulent access. 

4.48 Procedures used to test the restoration of the backups of the Territory Revenue 
System and associated data have not been formally documented and tested to verify 
their effectiveness.  This increases the risk that the application and its data will not 
be able to be recovered and restored in the event of a disaster or other significant 
disruption.   
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4.49 The Treasury Directorate has advised that it intends to address these unresolved 
audit findings during a planned upgrade of the Territory Revenue System in  
late 2012. 

Rego.act 

4.50 Rego.act is used to process motor vehicle registrations, drivers’ licences and parking 
infringement revenue. 

4.51 Following the changes to administrative arrangements on 17 May 2011, 
responsibility for rego.act was transferred from the former Department of Territory 
and Municipal Services to the Justice and Community Safety Directorate. 

Table 4.8: Status of audit findings (number of findings) 

Previously Reported Resolved New Balance 
5 4 0 1 

4.52 Application controls for rego.act were assessed to be generally satisfactory.  

4.53 Most previously reported audit findings were resolved in 2010-11.  In particular, 
stronger password settings now exist for users with access to rego.act data and users’ 
access rights are regularly reviewed.   

4.54 These improvements reduce the risk of users gaining unauthorised or inappropriate 
access to rego.act data.   

4.55 However, important security patches affecting the rego.act servers were not installed 
on the server.  Addressing this weakness will reduce the risk of unauthorised access 
to rego.act. 

4.56 The Justice and Community Safety Directorate has agreed to address this audit 
finding. 

Receipting Accounting and Payments System 

4.57 The Receipting Accounting and Payments System (RAPS) is used to process 
revenue received from ACT businesses and residents.  This revenue is reported in 
the financial statements of a number of ACT Government agencies.  RAPS is owned 
and managed by the Territory and Municipal Services Directorate. 

Table 4.9: Status of audit findings (number of findings) 

Previously Reported Resolved New Balance 
1 1 0 0 

4.58 Application controls over RAPS were assessed to be satisfactory.  The Territory and 
Municipal Services Directorate has improved the facility to monitor users’ activities 
by including an audit logging facility in the new version of RAPS. 
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MyWay 

4.59 MyWay and the associated SmartTrack application is a bus ticketing system used by 
ACTION to record fares and patronage data.  Implementation of this system was 
completed in April 2011. 

Table 4.10: Audit findings (number of findings) 

New Balance 
6 6 

4.60 There are control weaknesses which increase the risk of unauthorised or 
inappropriate access to the MyWay and SmartTrack applications.  In particular: 

• regular reviews of user access to the SmartTrack application were not being 
performed and reviews of access by bus drivers was not documented; 

• there are no approved policies and procedures addressing the prompt removal 
of former employees; 

• there are no formal procedures addressing the allocation of user access levels 
to users; 

• audit logs are not monitored; and 

• generic (shared) user accounts are being used. 

4.61 ACTION has agreed to address these audit findings.  

ENTA 

4.62 The ENTA system was implemented in March 2010 and is used by the Cultural 
Facilities Corporation to process and manage ticket sales. 

Table 4.11: Audit findings (number of findings) 

New Balance 
3 3 

4.63 The Audit Office identified several significant weaknesses in controls over ENTA.  
For example: 

• there were no approved policies and procedures covering information security, 
user access management, change management, backup and restoration, 
business continuity planning and disaster recovery planning; and 

• password complexity is not ‘enforced’, a generic administrator account is used 
by the administrator to provide systems support and there are no reviews of 
audit logs.  These weaknesses present a higher risk of unauthorised access to 
ENTA application. 

4.64 The Cultural Facilities Corporation has agreed to address these audit findings. 
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AUDIT RECOMMENDATIONS  

4.65 In 2010-11, many recommendations were made to agencies as part of the review of 
the computer information systems controls.  The key recommendations are listed 
below. 

Recommendation 7 

Agencies should regularly monitor audit logs for the presence of errors, irregularities and 
potential fraudulent changes to key applications and data.  The results of this monitoring 
should be documented and reported to management. 
 

Recommendation 8 

Agencies should regularly monitor users’ rights to access applications and data.  The results 
of this monitoring should be documented and reported to management. 
 

Recommendation 9 

Agencies should ensure that passwords used to access applications are complex and comply 
with the ACT Government’s password standards.  
 

Recommendation 10 

Agencies should cease the use of generic (shared) user accounts to ensure activities by users 
can be traced to individual users. 
 

Recommendation 11 

Agencies should develop and implement policies and procedures covering change 
management, user access and administration, and business continuity and disaster recovery 
arrangements for all significant computer information systems and applications. 
 

Recommendation 12 

Agencies should perform regular (annual) testing of their business continuity and disaster 
recovery procedures. 
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5. THE TERRITORY’S FINANCIAL STATEMENTS 

5.1 The financial statements of the Australian Capital Territory Government (the 
Territory) include the results of all agencies that are controlled by the Territory.  
These financial statements also include the Territory’s share of the financial results 
of joint ventures, including the ActewAGL Joint Venture and land joint ventures. 

5.2 This chapter discusses the Territory’s financial results, estimated financial results 
over the forward years (i.e. the period from 2011-12 to 2014-15) and capital assets 
program. 

AUDIT REPORT 

• The Audit Office issued an unqualified audit report on the Territory’s 2010-11 
Consolidated Annual Financial Statements. 

FINANCIAL RESULTS 

Net operating balance 

• The Territory’s net operating balance, a surplus of $1 million, compares 
favourably to the budgeted deficit of $247 million.  This mainly reflects higher 
than budgeted revenue, in particular, other revenue and taxation revenue. 

• The Territory’s surplus net operating balance of $1 million was less than the prior 
year’s surplus balance of $115 million. This decline resulted from an increase in 
expenses of $248 million (6.4 percent), which exceeded the growth in revenue of 
$134 million (3.4 percent). 

• The Territory estimates that it will incur deficits in its net operating balance over 
the forward years. These estimated deficits are anticipated to decline from 
$210 million in 2011-12 to $64 million in 2014-15. 

Operating result 

• The Territory’s operating surplus of $123 million exceeded the budgeted surplus of 
$25 million.  This was mostly due to the better than expected net operating 
balance, partially offset by less than expected gains in the market values of land 
sold and investments held for superannuation and other purposes. 

• The Territory’s operating surplus for 2010-11 of $123 million was less than the 
prior period’s surplus of $390 million.  This mostly reflects decreased gains in 
market values of investments, land sold and a decline in the net operating balance. 

• The Territory has budgeted for operating surpluses ranging from $99 million to 
$261 million over the forward years.  The achievement of these surpluses depends 
on the Territory obtaining sufficient gains from investment and property markets to 
counter the estimated deficits in the net operating balance over the forward years. 
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Revenue 

• The Territory’s revenue ($4 118 million) exceeded the budgeted amount 
($3 890 million) and prior year’s amount ($3 984 million) by $228 million 
(5.9 percent) and $134 million (3.4 percent) respectively. This mainly reflects 
increases in other revenue and taxation revenue. 

Expenses 

• The Territory’s expenses ($4 117 million) were close to the budgeted expense 
($4 137 million). 

• The Territory’s expenses ($4 117 million) exceeded the previous year’s amount 
($3 869 million) by $248 million (6.4 percent).  This increase reflects higher 
employee expenses, increases in the cost of land sales and borrowing costs. 

Financial position 

• The Territory’s assets ($21 735 million) exceeded the budgeted amount 
($21 257 million) by $478 million (2.2 percent). This reflects higher than expected 
investment balances resulting mainly from delays in the purchase and construction 
of major capital assets, and upward revaluations of property, plant and equipment. 

• The Territory’s liabilities ($5 525 million) were $470 million (9.3 percent) higher 
than the budgeted amount ($5 055 million). This was mainly a result of higher than 
anticipated growth in the unfunded superannuation liability, partially offset by 
lower than expected borrowings used to fund major water security projects. 

Short-term financial position 

• The Territory’s short-term financial position remains strong and is stronger than 
anticipated in the budget. 

• The Territory’s short-term financial position is estimated to remain strong over the 
forward years. 

Long-term financial position 

• The Territory’s long-term financial position was slightly better than anticipated in 
the budget.  However, this position has weakened significantly in recent years, 
with unfunded liabilities increasing by $1 054 million or an average of 
21.5 percent per annum since 2009. 

• The Territory’s long-term financial position is estimated to weaken over the 
forward years as further borrowings are anticipated to fund the Territory’s capital 
assets program, in particular, major water security projects. 

Cash results 

• The net cash surplus generated by the Territory’s operations ($652 million) 
remained strong and was much higher than the cash surplus anticipated in the 
budget ($403 million). 
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Cash results (continued) 

• The net cash surplus generated by the Territory’s operations ($652 million) 
decreased by $125 million (16.1 percent) from the previous year’s amount 
($777 million).  This mainly reflects higher employee costs, the cost of land sales 
and borrowing costs. 

• The Territory’s net cash deficit from operating and capital activities ($337 million) 
was $517 million (60.5 percent) below the budgeted deficit ($854 million).  This 
resulted from the higher than expected net cash surplus from operations and lower 
than expected spending on the Territory’s capital assets program. 

• The Territory’s cash deficit from operating and capital activities ($337 million) 
significantly exceeded the previous year’s deficit ($82 million) due to a reduction 
in the net cash surplus from operations and increased spending on the Territory’s 
capital assets program. 

• The Territory is expecting cash deficits from operating and capital activities over 
the next two years due mainly to planned spending on the Territory’s capital assets 
program. 

Capital assets 

• Planned capital assets funding was underspent by $158 million (19.3 percent) in 
2010-11.  However, the level of underspending was much less than that 
experienced previously.  As in prior years, most of this underspending was due to 
delays in completing infrastructure and building projects. 

OPERATING RESULTS 

Table 5.1: Operating results 

 
Actual 

2009-10 
$m 

Actual 
2010-11 

 $m 

Budget 
2010-11  

$m 

    

Revenue 3 984 4 118 3 890 

Expenses (3 869) (4 117) (4 137) 
Net operating balance – surplus/(deficit) 115 1 (247) 
    

Other economic inflows 275 122 272 
Operating surplus 390 123 25 

    

5.3 The ‘net operating balance’ and ‘operating surplus’ are key measures of the 
Territory’s financial performance.  These measures provide a good indication of the 
overall financial sustainability of the ACT Government’s strategies and policies, 
particularly when assessed over time. 
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5.4 Revenue and expenses included in the net operating balance are: 

• revenue from Commonwealth Government grants, taxation, sales of goods and 
services and land revenue (value-add); and 

• employees, supplies and services, grants, depreciation and amortisation 
expenses. 

5.5 Other economic flows largely consist of gains and losses on investments, land 
revenue and other assets which result from changes in market conditions. 

5.6 The Territory’s net operating balance, a surplus of $1 million, compares favourably 
to the budgeted deficit of $247 million.  This mainly reflects higher than budgeted 
revenue, in particular, other revenue and taxation revenue.  These sources of revenue 
are discussed in paragraphs 5.15 and 5.16. 

5.7 The Territory’s surplus net operating balance of $1 million was less than the prior 
year’s surplus balance of $115 million. This decline resulted from an increase in 
expenses of $248 million (6.4 percent), which exceeded the growth in revenue of 
$134 million (3.4 percent). Further information on revenue and expenses is provided 
in paragraphs 5.12 to 5.22. 

5.8 The Territory’s operating surplus of $123 million exceeded the budgeted surplus of 
$25 million.  This was mostly due to the better than expected net operating balance, 
partially offset by less than expected gains in the market values of land sold and 
investments held for superannuation and other purposes. 

5.9 The Territory’s operating surplus for 2010-11 of $123 million was less than the prior 
period’s surplus of $390 million.  This mostly reflects a reduction in: 

• gains on the market values of investments due to weaker conditions in 
domestic and international investment markets; 

• market gains in the value of land sold; and  

• the net operating balance. 
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Table 5.2: Projected operating results - Note 1 

 
Actual 

2010-11 
$m 

Budget 
2011-12 

$m 

Budget 
2012-13 

$m 

Budget 
2013-14 

$m 

Budget 
2014-15 

$m 

      

Revenue 4 118 4 298 4 444 4 607 4 926 
Expenses (4 117) (4 508) (4 595) (4 724) (4 990) 
Net operating balance - 

surplus/(deficit) 1 (210) (151) (117) (64) 

      

Other economic inflows  122 386 250 306 325 
Operating surplus 123 176 99 189 261 

      

Note 1:  Budget figures were obtained from the 2011-12 Budget Papers. 

5.10 The Territory estimates that it will incur deficits in its net operating balance over the 
forward years. These estimated deficits are anticipated to decline from $210 million 
in 2011-12 to $64 million in 2014-15. 

5.11 The Territory has budgeted for operating surpluses ranging from $99 million to 
$261 million over the forward years.  The achievement of these surpluses depends 
on the Territory obtaining sufficient gains from investment and property markets to 
counter the estimated deficits in the net operating balance over the forward years. 
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REVENUE, EXPENSES AND OTHER ECONOMIC FLOWS 

Revenue 

Figure 5.1: 2010-11 Revenue 

 

5.12 The Territory receives most of its revenue from Commonwealth Government grants, 
taxation and the sale of goods and services. 

Table 5.3: Revenue 

 
Actual 

2008-09 
$m 

Actual 
2009-10 

$m 

Actual 
2010-11 

$m 

Budget 
2010-11 

$m 

     

Commonwealth Government grants 1 432 1 701 1 582  1 601 
Taxation 986 1 106 1 212 1 113 
Sale of goods and services 772 834 847 831 
Land revenue (value-added component) 88 166 94  126 
Other 387 177 383  219 
Revenue 3 665 3 984 4 118 3 890 

     

5.13 The Territory’s revenue ($4 118 million) exceeded the budgeted amount 
($3 890 million) and prior year’s amount ($3 984 million) by $228 million 
(5.9 percent) and $134 million (3.4 percent) respectively. 
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5.14 The higher than expected revenue resulted mostly from increases in other revenue 
and taxation revenue. 

5.15 Other revenue exceeded the budgeted amount by $164 million (74.9 percent).  This 
reflected higher than expected: 

• interest income due to increases in Australian and international interest rates 
and higher than expected balances held in interest earning accounts.  These 
higher balances were affected by delays in major capital projects and interest 
earned on an unexpected large ‘one-off’ receipt of duty (following the 
finalisation of an outstanding court settlement); 

• dividend revenue due to better than expected superannuation investment 
distributions from private equity, property investment unit trusts and an 
international equities fund; and 

• Commonwealth and other grants such as funding to improve the affordability 
of housing. 

5.16 Taxation revenue exceeded the budgeted amount by $99 million (8.9 percent).  This 
was largely due to the large ‘one-off’ receipt of duty referred to above, and higher 
than expected duties received from residential and commercial conveyancing. 

5.17 These revenue increases were partially offset by a fall in: 

• Commonwealth Government grants due to a revision in the Territory’s 
allocation of GST revenue; and 

• land revenue as adverse weather conditions and delays in receiving required 
environmental approvals under the Environmental Protection and Biodiversity 
Conservation Act 1999 (Commonwealth) delayed construction activities.  
These delays meant that planned sales of residential and industrial sites did not 
occur as expected.  The release of a number of commercial sites was also 
deferred to later years. 
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Expenses 

Figure 5.2:  2010-11 Expenses 

 

5.18 Most of the Territory’s expenses relates to employee and supplies and services 
expenses. 

Table 5.4: Expenses 

 
Actual 

2008-09 
$m 

Actual 
2009-10 

$m 

Actual 
2010-11 

$m 

Budget 
2010-11 

$m 

     

Employee 1 271 1 389 1 460  1 449 
Superannuation 383 440 475 460  
Supplies and services 774 783 808  900 
Grants 531 629  643 631 
Depreciation and amortisation 297 322 343  347 
Other 435 306 388  350 
Expenses 3 691 3 869 4 117  4 137  

     

5.19 The Territory’s expenses ($4 117 million) were close to the budgeted cost 
($4 137 million). 
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5.20 The Territory’s expenses ($4 117 million) exceeded the previous year’s amount 
($3 869 million) by $248 million (6.4 percent).  This increase reflects higher 
employee expenses, increases in the cost of land sales and borrowing costs. 

5.21 Employee and superannuation expenses increased by $106 million (5.8 percent) 
from the prior year.  This mainly reflects an increase in:  

• staffing levels.  The number of full-time equivalent employees increased by 
455 (2.7 percent) from 17 117 at 30 June 2010 to 17 572 at 30 June 2011;  

• salary and wages as provided for under workplace agreements; and 

• superannuation expenses resulting from an increase in the superannuation 
liability.  The superannuation liability and related expenses are discussed on 
pages 119 to 123 (the Superannuation Provision Account). 

5.22 Other expenses increased by $82 million (26.8 percent).  This was due mainly to 
higher:  

• development and other costs (e.g. selling, advertising and marketing costs) 
relating to land sales; and 

• borrowing costs as major loans were taken out on behalf of ACTEW 
Corporation Limited to fund major water security projects such as the 
enlargement of the Cotter Dam and construction of the Murrumbidgee to 
Googong pipeline. 

Other economic flows 

Table 5.5: Other economic flows 

 
Actual 

2008-09 
$m 

Actual 
2009-10 

$m 

Actual 
2010-11 

$m 

Budget 
2010-11   

$m 

     

Net land revenue - market gains and undeveloped 
land value 139 125 82  211 

Net (loss)/gain on financial assets and liabilities at fair 
value (340) 160 69  89 

Other (50) (10) (29)  (28) 
Other economic flows – (outflows)/inflows (251) 275 122  272 

     

5.23 The Territory’s net economic inflows ($122 million) were $150 million 
(55.1 percent) below the budgeted amount and $153 million (55.6 percent) below the 
prior year’s amount.  This result mostly reflects decreased gains in market values of: 

• investments due to weaker investment conditions in domestic and international 
markets; and 

• land sold. 
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FINANCIAL POSITION 

5.24 The Territory’s assets mainly consist of property, plant and equipment 
(83.0 percent). 

5.25 The Territory’s liabilities are mostly represented by an estimated unfunded 
superannuation liability (47.6 percent) and borrowings, payables and finance leases 
(41.7 percent). 

Table 5.6: Balance sheet 

As at 30 June 
Actual 

2009 
$m 

Actual 
2010 

$m 

Actual 
2011 

$m 

Budget 
2011 

$m 

     

Assets     

Financial assets - Note 1 2 185 2 249 2 020 1 515 
Property, plant and equipment 15 914 17 165 18 040 17 439 
Other non-financial assets - Note 2 1 337 1 546 1 675 2 303 
 19 436 20 960 21 735 21 257 
Liabilities     

Borrowings, payables and finance leases 1 791 2 033 2 303 2 449 
Unfunded superannuation - Note 3 2 252 2 587 2 627 2 008 
Employee benefits 579 556 567 576 
Other 14 29 28 22 
 4 636 5 205 5 525 5 055 
     

Net assets 14 800 15 755 16 210 16 202 

     
Note 1:  Financial assets exclude the Territory’s superannuation investments. 
Note 2: Other non-financial assets include the Territory’s investments in joint ventures which are classified as financial 

assets in the Territory’s financial statements.  
Note 3:  Unfunded superannuation is the amount by which the estimated superannuation liability exceeds superannuation 

investments. 

5.26 The Territory’s assets ($21 735 million) exceeded the budgeted amount 
($21 257 million) by $478 million (2.2 percent). This reflects higher than expected 
investment balances resulting mainly from delays in the purchase and construction of 
major capital assets, and upward revaluations of property, plant and equipment. 

5.27 The Territory’s liabilities ($5 525 million) were $470 million (9.3 percent) higher 
than the budgeted amount ($5 055 million). This was mainly a result of higher than 
anticipated growth in the unfunded superannuation liability, partially offset by lower 
than expected borrowings on behalf of ACTEW Corporation Limited to fund major 
water security projects.  The unfunded superannuation liability is discussed on pages 
119 to 123 (the Superannuation Provision Account). 
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5.28 The Territory’s assets ($21 735 million) increased by $775 million (3.7 percent) 
from the prior year’s amount ($20 960 million) due mainly to the purchase and 
construction of capital assets and upward revaluations of property, plant and 
equipment. 

SHORT-TERM FINANCIAL POSITION 

Table 5.7: Short-term financial position 

As at 30 June 
Actual 

2009 
$m 

Actual 
2010 

$m 

Actual 
2011 
 $m 

Budget 
2011 
 $m 

     

Short-term assets     

Financial assets – Note 1 2 185 2 249  2 020  1 515 
Superannuation assets - Note 2 1 712 1 901 2 097  2 124 
 3 897 4 150  4 117  3 639 
     

Short-term liabilities - Note 3 1 087 1 183 1 152 1 064 
Net short-term assets 2 810 2 967 2 965  2 575 
     

Short-term assets to short-term liabilities 3.59 to 1 3.51 to 1 3.57 to 1 3.42 to 1 
     
Note 1: Financial assets exclude the Territory’s investments in joint ventures and superannuation investments. 
Note 2:  Superannuation assets represent the total superannuation investments reported in the Superannuation Provision 

Account’s financial statements less the current superannuation benefit liability reported in Note 46 of the Territory’s 
2010-11 financial statements. 

Note 3:  Short-term liabilities are calculated by subtracting the current employee superannuation benefit liabilities from the 
current liabilities reported in the Territory’s financial statements. 

5.29 The Territory’s short-term financial position can be evaluated by comparing the 
amount of assets available to cover short-term liabilities. 

5.30 As at 30 June 2011, the Territory had $3.57 in short-term assets available to cover 
each dollar of short-term liabilities.  The Territory’s short-term financial position 
remains strong and was stronger than was anticipated in the budget. 
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Table 5.8: Projected short-term financial position - Note 1 

As at 30 June 
Actual 

2011    
$m 

Budget 
2012 

$m 

Budget 
2013 

$m 

Budget 
2014 

$m 

Budget 
2015    

$m 

      

Short-term assets      

Financial assets  2 020 1 491 1 452 1 673 1 925 
Superannuation assets 2 097 2 299 2 446 2 592 2 736 
Total short-term assets 4 117  3 790 3 898 4 265 4 661 
      

Short-term liabilities 1 152  1 279 1 291 1 329 1 366 
      
Net short-term assets 2 965  2 511 2 607 2 936 3 295 

      

Short-term assets to short-term 
liabilities 3.57 to 1 2.96 to 1 3.02 to 1 3.21 to 1 3.41 to 1 

      

Note 1:  Budget figures were obtained from the 2011-12 Budget Papers. 

5.31 The Territory’s short-term financial position is expected to remain strong over the 
forward years. 



The Territory’s financial statements 

 
Page 56  2010-11 Financial Audits 
 

LONG-TERM FINANCIAL POSITION 

Table 5.9: Financial assets to liabilities 

As at 30 June 
Actual 

2009 
$m 

Actual 
2010 

$m 

Actual 
2011     

$m 

Budget 
2011     

$m 
     

Financial assets 2 185  2 249 2 020 1 515 
     

Liabilities     

Unfunded superannuation 2 252 2 587 2 627 2 008 
Borrowings, payables and finance leases 1 791 2 033 2 303 2 449 
Other 593 585  595 598 
 4 636 5 205 5 525  5 055 
     
Unfunded liabilities 2 451 2 956 3 505 3 540 

     

Ratio of financial assets to liabilities 0.47 to 1  0.43 to 1 0.37 to 1 0.30 to 1 

     

5.32 The Territory’s short-term and long-term obligations are mainly funded from its 
financial assets rather than its non-financial assets.  Although the Territory could 
meet some of its obligations by selling its non-financial assets, most non-financial 
assets are committed to the provision of public services (for example, infrastructure 
assets, schools, hospitals, etc) and therefore are not generally available for this 
purpose. 

5.33 The Territory’s long-term financial position can therefore be assessed by comparing 
the amount of its financial assets to liabilities. 

5.34 The Territory’s long-term financial position was slightly better than anticipated in 
the budget.  However, this position has weakened significantly in recent years, with 
unfunded liabilities increasing by $1 054 million or an average of 21.5 percent per 
annum since 2009.   

5.35 The weakening in the Territory’s long-term financial position in 2010-11 was due 
largely to: 

• an increase in borrowings on behalf of ACTEW Corporation Limited to fund 
major water security projects; and 

• a fall in financial assets as investments were used to pay for capital works and 
meet operating costs, such as employee expenses. 
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Table 5.10: Projected assets available to meet the Territory’s liabilities - Note 1 

As at 30 June 
Actual 

2011    
$m 

Budget 
2012 

$m 

Budget 
2013 

$m 

Budget 
2014 

$m 

Budget 
2015     

$m 

      

Financial assets  2 020  1 491 1 452 1 673 1 925 
      

Liabilities      

Unfunded superannuation 2 627  2 116 2 198 2 277 2 350 
Borrowings, payables and finance leases 2 303 2 731 3 033 3 099 3 139 
Other liabilities 595  636 654 685 717 
 5 525  5 483 5 885 6 061 6 206 
      

Unfunded liabilities 3 505  3 992 4 433 4 388 4 281 

      

Ratio of financial assets to liabilities 0.37 to 1 0.27 to 1 0.25 to 1 0.28 to 1 0.31 to 1 

      

Note 1:  Budget figures were obtained from the 2011-12 Budget Papers. 

5.36 The Territory’s long-term financial position is estimated to weaken over the forward 
years as further borrowings are anticipated to fund the Territory’s capital assets 
program, in particular, major water security projects.   
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CASH RESULTS 

Table 5.11: Cash flows 

 
Actual 

2008-09 
$m 

Actual 
2009-10 

$m 

Actual 
2010-11 

$m 

Budget 
2010-11 

$m 

     

Cash flows from operations     

Receipts 3 961 4 451 4 542 4 254 
Payments (3 417) (3 674) (3 890) (3 851) 
Net cash surplus from operations 544 777 652 403 
     

Cash flows from capital activities     

Payments for property, plant, equipment and 
capital works (577) (894) (1 040) (1 289) 

Sale of property, plant and equipment 65 35 51 32 
Net cash (deficit) from capital activities (512) (859) (989) (1 257) 
     

Net cash surplus/(deficit) from operating and 
capital activities 32 (82) (337) (854) 

     

5.37 The net cash surplus generated by the Territory’s operations ($652 million) remained 
strong and was much higher than the cash surplus anticipated in the budget 
($403 million). The growth in operating receipts, including other receipts and 
taxation (referred to in the previous discussion of other revenue and taxation 
revenue) exceeded the growth in operating costs, in particular, employee costs, the 
cost of land sales and borrowing costs. 

5.38 The net cash surplus generated by the Territory’s operations ($652 million) 
decreased by $125 million (16.1 percent) from the previous year’s amount 
($777 million).  This mainly reflects higher employee costs, the cost of land sales 
and borrowing costs. 

5.39 The Territory’s net cash deficit from operating and capital activities ($337 million) 
was $517 million (60.5 percent) below the budgeted deficit ($854 million).  This 
resulted from: 

• the higher than expected net cash surplus from operations discussed above; and  

• lower than expected spending on the Territory’s capital assets program due 
mainly to delays in major capital projects. 

5.40 The Territory’s cash deficit from operating and capital activities ($337 million) 
exceeded the previous year’s deficit ($82 million) due to a reduction in the net cash 
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surplus from operations and increased spending on the Territory’s capital assets 
program. 

Table 5.12: Projected cash flows – Note 1 

 
Actual 

2010-11 
$m 

Budget 
2011-12 

$m 

Budget 
2012-13 

$m 

Budget 
2013-14 

$m 

Budget 
2014-15 

$m 

      

Cash flows from operations      

Receipts 4 542 4 722 4 788 4 925 5 340 
Payments (3 890) (4 149) (4 248) (4 313) (4 630) 
Net cash inflows from operations 652 573 540 612 710 
      

Net cash (outflows) from capital 
activities (989) (1 269) (786) (384) (360) 

      
Net cash (outflows)/ inflows after 

operating and capital activities (337) (696) (246) 228 350 

      

Note 1:  Budget figures were obtained from the 2011-12 Budget Papers. 

5.41 The Territory is expecting cash deficits from operating and capital activities over the 
next two years due mainly to planned spending on the Territory’s capital assets 
program. 
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CAPITAL ASSETS 

Table 5.13: Capital assets funding and expenditure – Note 1 

 2008-09 
$m 

2009-10 
$m 

2010-11 
$m 

    
Original budget  – Note 2 588 830 818 
Capital outlays – Note 2 344 614 660 
Underspending against the original budget 244 216 158 

    

Underspending as a percentage of the original budget 41.5% 26.0% 19.3% 
    

Note 1:  This table covers expenditure on capital assets reported in the Territory’s 2010-11 Capital Works Program - June 
Outcome Report.  These reports are prepared by the Treasury Directorate and published on the Treasury 
Directorate’s website. 

Note 2:  This includes supplementary appropriations, Commonwealth Government funding and Housing ACT’s self-funded 
capital works. 

5.42 Details of the ACT Government’s capital assets program are provided in the annual 
budget papers. 

5.43 The Territory’s planned spending on the capital assets program in 2010-11 
($818 million) was expected to be at a similar level to the prior year’s amount 
($830 million). 

5.44 Major new projects commenced in 2010-11 that were funded by the Territory 
included: 

• road and transport projects, such as the construction of a bridge over Canberra 
Avenue to accommodate a dual carriageway, conducting a feasibility study to 
identify options for a transit way between Haydon Drive and Macarthur 
Avenue, making improvements to infrastructure along the Cotter Road and 
construction of road pavement in Clunies Ross Street to improve safety; and 

• health related projects, including the development of an Integrated Cancer 
Care Centre to improve care and treatment to cancer patients, improvements to 
Tuggeranong Community Health Centres to deliver services such as renal 
dialysis and building of new Community Health Centres in Gungahlin and 
Belconnen. 

5.45 The Territory also continued work on several projects.  These included: 

• infrastructure projects, such as the construction of  arterial roads  to serve the 
Molonglo suburbs, duplication of Gungahlin Drive Extension and 
reconstruction of key intersections in North Weston to accommodate a 
significant increase in traffic volume resulting from new developments in 
North Weston and new suburbs in the Molonglo Valley; 
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• improvements to the Women and Children’s Hospital, a new multistorey car 
park at the Canberra Hospital and design for an adult mental health inpatient 
facility; and 

• construction of two new schools (Namadgi Preschool to Year 10 and 
Gungahlin College) and the completion of the Harrison High School. 

5.46 In 2010-11, the planned capital assets funding was underspent by  
$158 million (19.3 percent).  Most of this was due to delays in:  

• land and property projects, such as relocations of Government office 
accommodation and fit-out and construction of two ponds in the new suburb of 
Coombs; 

• environment and sustainability projects, in particular, the construction of pipes 
and other associated infrastructure for new ponds and accelerating the 
replacement of stormwater drains with wetlands; 

• infrastructure projects, including the Flemington Road duplication; 

• arterial roads for the new suburbs in Molonglo and Mitchell-Sandford Street 
Extension to the Federal Highway; and  

• health related projects referred to above. 

5.47 Planned capital assets funding was underspent by $158 million (19.3 percent) in 
2010-11.  However, the level of underspending was much less than that experienced 
previously.  As in prior years, most of this underspending was due to delays in 
completing infrastructure and building projects. 



 

 
Page 62 2010-11 Financial Audits 

 

6. AUDIT RESULTS AND FINDINGS ON 
ACT GOVERNMENT AGENCIES AND OTHER 
ENTITIES 

ACTEW CORPORATION LIMITED 

6.1 The main activities of ACTEW Corporation Limited (ACTEW) are to supply water, 
promote and manage the sustainable use of energy and water, provide sewerage 
services and undertake other related activities. 

6.2 ACTEW’s two subsidiaries, ACTEW Distribution Limited and ACTEW Retail 
Limited, hold ACTEW’s interest in the ActewAGL Joint Venture. 

KEY ISSUES 

• The Audit Office issued unqualified audit reports on the financial statements of 
ACTEW Corporation Limited, ACTEW Distribution Limited and ACTEW Retail 
Limited. 

• ACTEW’s operating profit fell by $30.7 million (33.6 percent) from the previous 
year resulting from the combined effects of a reduction in water usage revenue, a 
decrease in the share of profits from the ActewAGL Joint Venture and an increase in 
interest expense on borrowings. 

• The fall in the operating profit resulted in a $30.7 million (33.6 percent) reduction in 
the dividend paid to the ACT Government compared to the previous year. 

Financial results 

Table 6.1:  Key results 

 
Actual 

2009-10 
$m 

Actual 
2010-11 

$m 

Revenue 250.3 248.0 

Profit share - ActewAGL Joint Venture 93.4 83.8 

 343.7 331.8 

   

Expenses (216.3) (237.8) 

Operating profit before income tax 127.4 94.0 

   

Income tax 35.9 33.2 

Operating profit 91.5 60.8 

   

Dividends paid to the ACT Government 91.5 60.8 
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6.3 ACTEW’s consolidated results include the financial results of ACTEW and its 
subsidiaries, along with ACTEW’s share of the financial results of the ActewAGL 
Joint Venture and TransACT Communications Pty Limited (TransACT).10 

6.4 ACTEW’s revenue is derived mainly from charges for water supply, wastewater, 
sewerage services and its 50 percent share of the profit from the ActewAGL Joint 
Venture. 

6.5 Revenue fell by $2.3 million (0.9 percent) in 2010-11.  A fall in revenue from water 
usage was largely offset by an increase in sewerage revenue. 

6.6 Revenue from water usage decreased by $11.6 million (9.2 percent) due to heavy 
rainfall in the ACT (40 percent above the long-term average) during the year. 

6.7 The increase in sewerage revenue of $8.3 million (8.5 percent) was due to new 
suburbs and buildings being developed in the ACT. 

6.8 ACTEW’s share of profit from the ActewAGL Joint Venture fell by $9.6 million.  
This reduction mostly reflects ‘one-off’ revenue received in the previous year from 
the sale of ECOWISE Environmental Pty Limited.  (Further information on the 
ActewAGL Joint Venture is provided on pages 66 to 69). 

6.9 ACTEW’s major costs include cost of sales in supplying water, interest on loans, 
depreciation and project-related expenses incurred under a utilities management 
agreement with the ActewAGL Joint Venture. 

6.10 Expenses increased by $21.5 million (9.9 percent) in 2010-11 due mainly to higher 
interest expenses on borrowings through the ACT Government.  ACTEW borrowed 
money from the ACT Government (Territory Banking Account) to fund major water 
security projects such as the enlargement of the Cotter Dam and construction of the 
Murrumbidgee to Googong pipeline. 

6.11 ACTEW’s operating profit fell by $30.7 million (33.6 percent) from $91.5 million in 
2009-10 to $60.8 million in 2010-11.  This is the result of the combined effects of a 
reduction in water usage revenue, a decrease in the share of profits from the 
ActewAGL Joint Venture and an increase in the interest expense on borrowings 
referred to above. 

6.12 ACTEW’s short and long-term financial positions remain sound.   

                                                 
10  TransACT refers to TransACT Communications Pty Limited and any entities it controlled during the year.  TransACT is not a 

subsidiary of ACTEW and is not audited by the Auditor-General. 
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Short-term financial position 

Table 6.2:  Short-term financial position 

As at 30 June 
Actual  

2010 
$m 

Actual  
2011 

$m 

   

Short-term assets 324.6 371.4 

Short-term liabilities  136.0 196.2 

Net short-term assets 188.6 175.2 

   

Short-term liquidity ratio 2.4 to 1 1.9 to 1 

   

6.13 ACTEW’s short-term financial position weakened during 2010-11 but remains 
sound. Short-term liabilities increased as borrowings were transferred from  
non-current liabilities to current liabilities as they were to mature in October 2011.  
Short-term investments also increased as ACTEW held funds required to pay for 
future expenditure on major water security projects.   

6.14 ACTEW’s short-term liabilities at 30 June 2011 include a provision for a dividend to 
be paid to the ACT Government of $11.8 million ($16.8 million at 30 June 2010). 

Long-term financial position 

Table 6.3:  Long-term financial position 

As at 30 June 
Actual 

2010 
$m 

Actual 
2011          

$m 

   

Assets 2 286.8 2 571.3 

Liabilities 1 344.7 1 628.3 

Net assets 942.1 943.0 

   

Long-term liquidity ratio 1.7 to 1 1.6 to 1 

   

6.15 ACTEW’s long-term financial position remains sound. 

6.16 ACTEW’s major assets consist of property, plant and equipment ($1 659.1 million) 
and investments ($519.0 million).  Property, plant and equipment consist mostly of 
the water and sewerage networks.  Investments are mainly represented by ACTEW’s 
investments in the ActewAGL Joint Venture and TransACT. 
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6.17 The value of assets increased in 2010-11 by $284.5 million (12.4 percent).  This 
increase mainly reflects the undertaking of major capital projects, mostly relating to 
water security. 

6.18 ACTEW’s major liabilities are borrowings and deferred tax liabilities.  The increase 
in liabilities of $283.6 million (21.1 percent) mainly reflects additional borrowings 
from the ACT Government to fund major water security projects. 

Audit findings 

Table 6.4:  Status of audit findings (number of findings) 

Previously Reported Resolved New Balance 

0 0 3 3 

6.19 The Audit Office recommended improvements to ACTEW’s fixed asset and unbilled 
water revenue reconciliations to reduce the risk of errors in the financial statements. 

6.20 ACTEW advised that it has agreed to address these audit findings.  ACTEW 
implemented one of the audit recommendations, to improve its fixed asset 
reconciliations, before the completion of the audit. 
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ACTEWAGL JOINT VENTURE 

6.21 The ActewAGL Joint Venture’s (ActewAGL’s) major activities are to operate the 
energy networks, supply energy to customers in the ACT region, operate the water 
and sewerage services of the ACT under a utilities management agreement with 
ACTEW Corporation Limited (ACTEW), and undertake other related business 
activities. 

6.22 ACTEW holds a 50 percent interest in ActewAGL.  ActewAGL is comprised of the 
ActewAGL Retail Partnership and ActewAGL Distribution Partnership.  The 
financial statements, aggregating the results of these Partnerships, are included in 
ACTEW’s annual report. 

KEY ISSUES 

• The Audit Office issued unqualified audit reports on the financial statements of the 
ActewAGL Joint Venture, ActewAGL Retail Partnership and ActewAGL 
Distribution Partnership. 

• ActewAGL’s operating profit fell by $18.1 million (9.8 percent) from $184.7 million 
in 2009-10 to $166.6 million in 2010-11.  This mostly reflects ‘one-off’ revenue 
received in the previous year from the sale of ECOWISE Environmental Pty Limited 
(ECOWISE). 

• ActewAGL’s cash distributions to ACTEW fell from $74.3 million in 2009-10 to 
$45.9 million in 2010-11 as a result of ‘one off’ revenue received in the previous 
year referred to above. 

• ActewAGL’s short and long-term financial positions remain sound. 

• ActewAGL has implemented effective processes for promptly resolving audit 
findings. 

• ActewAGL implemented the regular review of customer data in the commercial 
billing system to provide additional assurance that customers will be correctly billed. 

• ActewAGL further restricted access to its computer rooms to provide additional 
protection over computer information systems and data. 

• ActewAGL addressed a control weakness in its payments system whereby accounts 
payable staff could enter and approve invoices, make payments and modify supplier 
details in the accounting system.  This change reduces the risk of fraud. 

• ActewAGL addressed a control weakness whereby changes to computer information 
systems could be developed and implemented without these changes being tested. 
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Financial results 

Table 6.5:  Key results 

 
Actual 

2009-10 
$m 

Actual 
2010-11 

$m 

   

Revenue from operations 818.9 876.6 

Other revenue 28.7 - 

 847.6 876.6 

   

Expenses (664.9) (710.0) 

Operating profit from continuing operations 182.7 166.6 

   

Operating profit from discontinued operations (ECOWISE) 2.0 - 

Operating profit 184.7 166.6 

   

Distributions paid to partners 148.6 91.8 

Distributions paid to ACTEW (50 percent) 74.3 45.9 

   

6.23 ActewAGL obtains revenue from the sale and distribution of energy (electricity and 
gas) and providing water and sewerage services under a utilities management 
agreement with ACTEW. 

6.24 ActewAGL’s income increased by $29.0 million or 3.4 percent.  This mostly reflects 
growth of $65.2 million (10.4 percent) in the sale and distribution of energy due 
mainly to an increase in customer numbers and higher tariffs for electricity and gas.   
This growth was mostly offset by a decline in other revenue from the sale, in the 
previous year, of ECOWISE to Australian Laboratory Services Pty Limited. 

6.25 ActewAGL’s major expenses consist mainly of energy purchases, employee costs, 
payments to subcontractors and depreciation. 

6.26 Expenses increased by $45.1 million (6.8 percent) due largely to higher: 

• energy costs from increased customer numbers and tariff increases; and  

• employee costs, reflecting pay rises provided for in the enterprise bargaining 
agreement and increased staff numbers. 

6.27 ActewAGL’s operating profit fell by $18.1 million (9.8 percent) from $184.7 million 
in 2009-10 to $166.6 million in 2010-11.  This was due mainly to ‘one-off’ revenue 
received in the previous year from the sale of ECOWISE.  
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6.28 This translated into a lower cash distribution to ACTEW of $45.9 million in 2010-11 
compared to $74.3 million in 2009-10. 

Short-term financial position 

Table 6.6:  Short-term financial position 

As at 30 June 
Actual 

2010 
$m 

Actual 
2011 

$m 

   

Short-term assets 205.3 229.5 

Short-term liabilities 182.8 197.1 

Net short-term assets 22.5 32.4 

   

Short-term liquidity ratio 1.1 to 1 1.2 to 1 

   

6.29 The above table shows ActewAGL’s short-term financial position after making cash 
distributions to partners. 

6.30 ActewAGL has sufficient assets to meet its short-term liabilities and its short term 
financial position remains sound. 

Long-term financial position 

Table 6.7:  Long-term financial position 

As at 30 June 
Actual 

2010 
$m 

Actual  
2011  

$m 

   

Assets 1 068.3 1159.0 

Liabilities 188.5 204.5 

Net assets 879.8 954.5 

   

Long-term liquidity ratio 5.7 to 1 5.7 to 1 

   

6.31 ActewAGL’s major assets are represented by property, plant and equipment (mainly 
electricity and gas system assets). 

6.32 ActewAGL’s long-term financial position remains sound. 
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Audit findings 

Table 6.8:  Status of audit findings (number of findings) 

Previously Reported Resolved New Balance 

6 (6) 4 4 

6.33 ActewAGL resolved all previously reported and new audit findings.  This indicates 
ActewAGL has implemented effective processes for promptly resolving identified 
control weaknesses. 

6.34 In 2010-11, ActewAGL: 

• implemented the regular review of customer data in the commercial billing 
system to provide additional assurance that customers will be correctly billed; 
and 

• further restricted access to its computer rooms to provide additional protection 
over computer information systems and data. 

6.35 In 2010-11, the Audit Office found that: 

• accounts payable staff could enter and approve invoices, make payments and 
modify supplier details in the accounting system.  There is a higher risk of 
fraudulent payments when one person has control over the approval and 
making payments and can modify supplier details; and 

• changes to computer information systems could be developed and 
implemented without these changes being tested.  This results in a risk of 
systems not operating as intended. 

6.36 ActewAGL addressed these control weaknesses before the completion of the audit. 
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ACTION 

6.37 ACTION is responsible for providing a public transport bus network for the 
ACT community.  This includes the provision of school, special needs and charter 
bus services. 

6.38 Although ACTION is part of the Territory and Municipal Services Directorate, it 
remains a separate entity for reporting purposes. 

KEY ISSUES 

• The Audit Office issued an unqualified audit report on ACTION’s 2010-11 financial 
statements.  

• The unqualified audit report refers to disclosures made in the notes to ACTION’s 
financial statements that failures in ACTION’s ticketing machines (Wayfarer) 
resulted in uncollected fares.   ACTION estimated that the amount of uncollected 
fares in 2010-11 could be in the range of $3.0 to $5.0 million. 

• Frequent failures in ACTION’s ticketing system resulted in the loss of passenger 
information.  As the loss of this information prevented ACTION from being able to 
measure and report a result for three of its accountability indicators as required by 
the Financial Management Act 1996, the Audit Office issued a qualified report of 
factual findings on ACTION’s 2010-11 statement of performance. 

• ACTION’s net cost of services exceeded the budgeted cost by $6.2 million 
(7.3 percent) due to lower than expected income from fares caused mainly by 
failures in the Wayfarer ticketing machines.  ACTION was provided with additional 
funds from the Territory and Municipal Services Directorate to cover the higher than 
expected net cost of services. 

• ACTION reduced the risk of undetected errors, irregularities and fraud in salary 
payments by ensuring that payroll reports were consistently reviewed. 

• ACTION’s IT strategic planning arrangements were strengthened by the 
implementation of an approved IT strategic plan for the Territory and Municipal 
Services Directorate (which includes ACTION).  This should provide ACTION with 
more assurance that the acquisition and development of IT systems and 
infrastructure will be effective and responsive to ACTION’s needs. 

• The frequent failures of the Wayfarer ticketing machines due to their age and lack of 
available spare parts, indicates that planning (including resourcing) arrangements for 
the timely replacement of the Wayfarer ticketing system were inadequate. 

• Weaknesses in internal controls over cash and inventory were identified during the 
audit.  These increase the risk of errors and fraud. 

• Weaknesses were identified in computer information system controls over 
ACTION’s ticketing system (MyWay) that was recently implemented. 
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Financial results 

Table 6.9:  Key results 

 
Actual 

2009-10 
$m 

Actual 
2010-11 

$m 

Budget 
2010-11 

$m 

    

Expenses  (110.0) (112.0) (111.8) 

Income 23.8 20.6 26.6 

Net cost of services  (86.2) (91.4) (85.2) 

    

Government contributions 79.7 84.2 77.3 

Losses on the revaluation of buses  - 5.0 - 

Operating deficit (6.5) (12.2) (7.9) 

    

Capital injections 32.1 23.7 25.9 

    

6.39 ACTION’s expenses consist mainly of employee costs and bus operating costs 
including maintenance, fuel and insurance costs.  Most of ACTION’s income 
consists of fares charged for providing transport services. 

6.40 ACTION’s net cost of services ($91.4 million) exceeded the budgeted cost 
($85.2 million) by $6.2 million (7.3 percent) due to lower than expected income 
from fares caused mainly by failures in the Wayfarer ticketing machines. 

6.41 Government contributions ($84.2 million) exceeded the budgeted amount 
($77.3 million) by $6.9 million (8.9 percent). ACTION was provided with additional 
funds from the Territory and Municipal Services Directorate to cover its higher than 
expected net cost of services. 

6.42 ACTION’s operating deficit ($12.2 million) was $4.3 million (54.4 percent) higher 
than the budgeted deficit ($7.9 million).  This was due mainly to a downwards 
revaluation in the estimated value of buses ($5.0 million) caused by a fall in the 
second-hand market for buses.  (The second hand market is used to estimate the 
value of buses). 
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Audit findings 

Table 6.10: Status of audit findings (number of findings) 

Previously 
Reported Resolved Not Resolved New Balance 

6 (5) 1 14 15 

6.43 ACTION resolved the majority of the previously reported audit findings.  In 
particular: 

• ACTION reduced the risk of incorrect, irregular or fraudulent salary payments 
by ensuring salary break-up reports were consistently reviewed and evidenced 
as such; and 

• ACTION’s IT strategic planning arrangements were strengthened by the 
implementation of an approved IT strategic plan for the Territory and 
Municipal Services Directorate (which includes ACTION).  This should 
provide ACTION with more assurance that the acquisition and development of 
IT systems and infrastructure will be effective and responsive to ACTION’s 
needs. 

6.44 The failure rate for ACTION’s ticketing system (Wayfarer) increased significantly in 
2010-11 due mainly to a lack of available spare parts.  These failures resulted in 
uncollected fares because passengers do not need to purchase further prepaid tickets 
if prepaid rides are not deducted from value of these tickets. 

6.45 ACTION’s financial statements disclose that: 
 ‘It is not possible to quantify, with certainty, the amount of uncollected fares that 

resulted from failures in Wayfarer ticket machines.  ACTION estimates that 
uncollected fares could be in the range of approximately $3 million to $5 million.’ 

6.46 Frequent failures in ACTION’s ticketing system resulted in the loss of passenger 
information.  As the loss of this information prevented ACTION from being able to 
measure and report a result for three of its accountability indicators as required by 
the Financial Management Act 1996, the Audit Office issued a qualified report of 
factual findings on ACTION’s 2010-11 statement of performance. 

6.47 The frequent failures of the Wayfarer ticketing machines due to their age and lack of 
available spare parts indicate that planning (including resourcing) arrangements for 
the timely replacement of the Wayfarer ticketing system were inadequate.  The Audit 
Office has therefore recommended that ACTION routinely review its IT strategic 
planning arrangements and ensure that they address the upgrading or replacement of 
critical IT systems in a timely manner. 

6.48 There are weaknesses in internal controls implemented by ACTION over cash and 
inventory. 

6.49 During the implementation of the new MyWay system in April 2011, there were 
significant variances in the reconciliations of cash collected by bus drivers and 
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MyWay agents.  There is a higher risk of errors and fraud where ACTION is unable 
to determine whether individual bus drivers have collected the correct amount of 
cash.   

6.50 Weaknesses were also identified in the cash collection procedures at ACTION’s 
depots.  Improving these cash collection procedures will reduce the risk of errors, 
and fraud. 

6.51 ACTION’s inventory consists of spare parts used in the maintenance of buses.  
There were many unresolved variances between the Audit Office’s sample test 
counts and ACTION’s stocktake counts, and many variances between stock on hand 
according to the inventory system and stocktake counts.  These variances indicate 
that ACTION’s stock counts and inventory records are not reliable.  These 
unexplained variances may also indicate the presence of errors, irregularities and 
fraud. 

6.52 ACTION’s monthly financial statements are being reviewed by the Territory and 
Municipal Services Directorate’s Finance Committee.  The Audit Office has 
recommended that these financial statements also be reviewed by those responsible 
for the daily management of ACTION and evidenced as such.  This review should 
include a consideration of whether ACTION’s financial operations are being 
managed to its budget, and give particular attention to unexpected or unusual results. 

6.53 Weaknesses were identified in computer information system controls over 
ACTION’s ticketing system (MyWay) that was recently implemented.  Further 
information on these weaknesses is provided in chapter 4. 

6.54 ACTION has not agreed with an audit recommendation that it perform regular 
stocktakes due to resource constraints.  However, ACTION has advised that it will 
perform a stocktake prior to the 30 June year-end stocktake and: 

• reconcile stock counts to the inventory system to provide assurance that the 
inventory balance reported reflects the actual inventory on hand, and minimise 
the risk of error or fraud; and 

• use the results of this stock count to improve its stocktaking procedures.  
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ACT PUBLIC CEMETERIES AUTHORITY 

6.55 The ACT Public Cemeteries Authority (the Authority) is an independent, self 
funded, statutory authority established under the Cemeteries and Crematoria 
Act 2003 (the Act) which manages the cemeteries at Gungahlin, Woden and Hall.   

6.56 The Act requires the Authority to manage Perpetual Care Trusts which hold funds 
that are used for maintaining these cemeteries in perpetuity.  The Authority is 
reimbursed from these funds for the maintenance costs incurred by the Authority. 

6.57 The Authority provides a Ministerially determined percentage of revenue from each 
burial, interment of ashes or memorialisation to the Perpetual Care Trusts. 

KEY ISSUES 

• The Audit Office issued unqualified audit reports for the 2010-11 financial 
statements of the Authority and the Perpetual Care Trusts for the Gungahlin, Woden 
and Hall cemeteries. 

• The Audit Office issued an unqualified report of factual findings on the Authority’s 
2010-11 statement of performance. 

• The Authority’s operating surplus was close to the budgeted surplus. 

• As in previous years, the Gungahlin Cemetery Perpetual Care Trust does not have 
sufficient assets to meet its liabilities.  The Ministerially determined percentage of 
revenue transferred by the Authority to this Trust continued to be insufficient to 
enable it to meet its liabilities for the maintenance costs incurred on the cemetery at 
Gungahlin. 

• The Authority resolved all previously reported audit findings. 

• The Authority improved its risk management and internal audit arrangements and 
implemented controls that reduced the risk of erroneous or fraudulent payments. 

• The Authority’s processes for ensuring that its financial statements comply with the 
relevant accounting standards need to be improved. 

Financial results 

Table 6.11: Key results 

As at 30 June 
Actual 

2009-10 
$m 

Actual 
2010-11  

$m 

Budget 
2010-11  

$m 

    

Income 3.7 4.2 4.2 

Expenses (3.6) (3.9) 4.0 

Operating surplus 0.1 0.3 0.2 

    

 



Audit results and findings on ACT Government agencies and other entities 

 
2010-11 Financial Audits Page 75 
 

6.58 The Authority’s income mostly consists of: 

• fees charged for grave allotments and reservations, burials and maintenance; 
and  

• revenue from the sale of plaques and vaults.   

6.59 Income also includes reimbursements from the Perpetual Care Trusts for expenditure 
incurred by the Authority on the maintenance of the cemeteries at Gungahlin, Woden 
and Hall. 

6.60 The Authority’s expenses consist mainly of employee expenses and costs of 
maintaining the cemeteries.  Expenses also include the transfer of the Ministerially 
determined percentage of revenue to the Perpetual Care Trusts. 

6.61 The Authority’s operating surplus was close to the budgeted surplus. 

Table 6.12: Net asset/(liability) positions of the Perpetual Care Trusts 

As at 30 June 
Actual 

2009 
$m 

Actual 
2010 

$m 

Actual      
2011 

$m             

    

Gungahlin Cemetery Perpetual Care Trust (0.4) (0.5) (0.4) 

Woden Cemetery Perpetual Care Trust 0.9 1.2  1.4 

Hall Cemetery Perpetual Care Trust 0.04 0.05 0.04 

    

6.62 The net asset/(liability) positions of the Perpetual Care Trusts reflects the funds each 
Trust has available to meet the maintenance costs of the cemeteries. 

6.63 In recent years, the Gungahlin Cemetery Perpetual Care Trust has not had sufficient 
assets to meet its liabilities, as the maintenance costs for the cemetery at Gungahlin 
have exceeded the Ministerially determined percentage of revenue transferred to the 
Trust. 

6.64 In 2010-11, the Authority contributed amounts, in excess of the minimum amount 
required by the Ministerially determined percentage, to the Gungahlin Perpetual 
Care Trust, to assist the Trust to meet maintenance costs incurred in relation to the 
cemetery at Gungahlin.  Despite these additional contributions, the Trust does not 
have sufficient assets to meet its liabilities. 

Audit findings 

Table 6.13: Status of audit findings (number of findings) 

Previously 
Reported Resolved Not Resolved New Balance 

7 (7) 0 4 4 
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6.65 The Authority resolved all previously reported audit findings.  This indicates that the 
Authority’s processes for addressing audit findings are effective. 

6.66 The Authority improved its risk management arrangements by documenting 
approved procedures for: 

• identifying and documenting risks that could have a material impact on the 
Authority’s operations; 

• documenting and implementing risk treatment plans for the identified risks; 
and 

• monitoring the implementation of risk treatment plans. 

6.67 These improved risk management arrangements should provide the Authority with 
increased assurance that it can anticipate, manage and address significant and 
emerging risks relating to its operations. 

6.68 The Authority also improved its internal audit arrangements by implementing an 
internal audit function and conducting internal audits during the year.  These should 
provide the Authority with greater assurance that its governance arrangements and 
internal controls are adequate and operating effectively. 

6.69 The Authority also reduced the risk of: 

• erroneous or fraudulent payments by requiring more than one staff member to 
authorise payments made by cheque or electronic fund transfer; and 

• incorrect reimbursements from the Trusts for the costs of maintenance 
expenditure on the cemeteries by developing a policy for determining the 
direct and indirect maintenance expenditure that qualifies as reimbursable 
maintenance expenditure under the Act. 

6.70 The four new audit findings relate to errors in the financial statements of the 
Authority that were identified during the audit process.  Although these errors were 
corrected during the audit, they indicate that the Authority’s processes for ensuring 
that its financial statements comply with the relevant accounting standards need to 
be improved. 

6.71 Finalisation of the financial statements and statement of performance (which 
includes the Authority’s key financial results) was significantly delayed as the 
Authority needed to address these errors.  The Authority did not comply with the 
Treasury Directorate’s whole-of-government reporting timetable.  The certified 
financial statements and statement of performance were provided to the Audit Office 
on 21 September 2011; well after the due dates of 15 July 2011 (financial 
statements) and 18 August 2011 (statement of performance) respectively. 

6.72 The Authority has indicated that it has addressed or will address all audit findings in 
2011-12. 
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ACTTAB LIMITED 

6.73 ACTTAB Limited is a territory-owned corporation that is responsible for providing a 
totaliser betting service.  ACTTAB also provides fixed odds wagering on sport, 
racing and other approved events. 

KEY ISSUES 

• The Audit Office issued an unqualified audit report on ACTTAB’s 2010-11 financial 
statements. 

• In 2010-11, ACTTAB made an operating profit of $2.0 million, compared to a loss 
of $1.5 million from 2009-10.  This improved result was largely due to ACTTAB no 
longer being required to pay a racing distribution fee to support the racing industry 
in 2010-11. 

• ACTTAB resolved all previously reported audit findings.  In particular, ACTTAB 
addressed weaknesses in controls in the Betting Control Centre, improved its  
back-up and disaster recovery arrangements, and is currently checking that its new 
betting system was effectively implemented. 

• No new findings were identified during the review of ACTTAB’s financial 
statements. 

Financial results 

Table 6.14: Key results 

 
Actual 

2009-10 
$m 

Actual 
2010-11 

$m 

   

Income 30.6 30.1 

Expenses (32.7) (26.1) 

Operating (loss)/profit (2.1) 4.0 

   

Income tax credit/(expense) 0.6 (2.0) 

Operating (loss)/profit  (1.5) 2.0 

   
 

6.74 ACTTAB’s income mainly consists of commissions earned on its betting services. 

6.75 ACTTAB’s expenses consist mainly of license fees, employee costs, and agent and 
processing fees. 

6.76 In 2010-11, ACTTAB made an operating profit of $2.0 million, compared to a loss 
of $1.5 million from 2009-10.  This improved result was largely due to ACTTAB no 
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longer being required to pay a racing distribution fee to support the racing industry 
in 2010-11. 

Audit findings 

Table 6.15: Status of audit findings (number of findings) 

Previously 
Reported Resolved Not Resolved New Balance 

4 (4) 0 0 0 

6.77 ACTTAB resolved all previously reported audit findings.  This indicates ACTTAB 
has implemented effective processes for resolving audit findings. 

6.78 In particular, ACTTAB: 

• reduced the risk of errors and fraud by addressing weaknesses in controls in 
the Betting Control Centre; 

• reduced the risk that data and systems will not be recovered during an 
emergency by performing regular offsite back-ups and testing the disaster 
recovery plan; and 

• is currently performing a post-implementation review of its new betting 
system.  This should provide ACTTAB with more assurance that the new 
system was effectively implemented. 

6.79 No new audit findings were identified during the audit of ACTTAB’s financial 
statements. 
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CANBERRA INSTITUTE OF TECHNOLOGY 

6.80 The Canberra Institute of Technology is an education institution that provides 
vocational education and training to students in the ACT and surrounding region. 

KEY ISSUES 

• The Audit Office issued an unqualified audit report on the Institute’s 2010 financial 
statements and an unqualified report of factual findings on its 2010 statement of 
performance. 

• The Institute’s net cost of services exceeded the budgeted cost by $8.7 million 
(12.1 percent). 

• The Institute reduced the risk of erroneous, irregular or fraudulent payments by 
ensuring that there was sufficient documented evidence of the satisfactory receipt of 
goods and services prior to payments being made.  

• One of the Institute’s business units was not always reconciling records of cash 
received to cash on hand prior to banking monies.  Furthermore, daily cash takings 
were not always being promptly banked.  These control weaknesses increase the risk 
of errors and fraud. 

• The Institute did not test the effectiveness of its processes for recovering information 
from its ‘back-up’ of the student information management system in 2010.  Where 
this testing is not performed, there is a higher risk that these processes will not be 
effective, and information will not be promptly recovered in the event of a disaster or 
other significant disruption. 

Financial results 

Table 6.16: Key results (calendar years) 

 
Actual 

2009 
$m 

Actual 
2010 

$m 

Budget 
2010 

$m 

    

Expenses (114.7) (119.2) (112.0) 

Income 37.6 38.7 40.2 

Net cost of services (77.1) (80.5) (71.8) 

    

Government contributions 64.5 69.3 66.3 

Capital grants received from the Commonwealth 
Government 5.9 - - 

Contribution from CIT Solutions Pty Limited - 1.1 - 

Operating deficit (6.7) (10.1) (5.5) 
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6.81 The Institute’s expenses mainly consist of employee and other operating costs such 
as consultants and contractors, repairs and maintenance, and operating lease costs. 

6.82 The Institute’s expenses exceeded the budgeted cost by $7.2 million (6.4 percent).  
This was mainly due to it increasing spending on facilities and repairs and 
maintenance of its buildings to meet occupational health and safety requirements.  
There were also increases due to leasing additional computer equipment.  

6.83 The Institute generates most of its income from student fees and charges for 
providing vocational education and training programs to the public and private 
sectors.  

6.84 Income was $1.5 million (3.7 percent) below budget expectations.  This mainly 
reflects lower than expected international student enrolments. 

6.85 The Institute’s net cost of services exceeded the budgeted cost by $8.7 million 
(12.1 percent) due mainly to the higher costs referred to above.  

6.86 The Institute received an unbudgeted $1.1 million contribution from its subsidiary, 
CIT Solutions Pty Limited, to assist in funding the completion of the new building at 
the Bruce Campus (a ‘Sustainable Skills Training Hub’). 

Audit findings 

Table 6.17: Status of audit findings (number of findings) 

Previously 
Reported Resolved Partially 

Resolved New Balance 

6 (5) 1 6 7 

6.87 The Institute resolved five of the six previously reported audit findings.   

6.88 The Institute reduced the risk of erroneous, irregular or fraudulent payments by 
ensuring that there was sufficient documented evidence of the satisfactory receipt of 
goods and services prior to payments being made. 

6.89 The Institute improved its financial statements by improving the explanations 
provided for major variances between current and prior year financial results in the 
notes to the financial statements. 

6.90 In 2010, one of the Institute’s business units (the Tourism and Hotel Management 
Centre at the Reid Campus) was not always promptly reconciling records of cash 
received (cash register records) to cash on hand prior to banking monies.  
Furthermore, some daily cash takings were not being promptly banked, with some 
takings being banked up to five days after being received. 

6.91 There is a higher risk of undetected errors and fraud where: 

• reconciliations that would reveal variances (in particular shortfalls) between 
records of cash received at the point of collection (cash register records) and 
cash on hand are not performed; and 
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• cash is not promptly banked. 

6.92 Information in the Institute’s student information management system was regularly 
backed-up on its network servers.  However, the Institute did not test the 
effectiveness of its processes for recovering information from these ‘back-ups’ in 
2010.  Where this testing is not performed, there is a higher risk that these processes 
will not be effective, and information will not be promptly recovered in the event of 
a disaster or other significant disruption. 

6.93 The Institute has agreed to address all audit findings, including the audit finding that 
was partially resolved.  In relation to the audit finding that was partially resolved, the 
Institute has implemented the consistent review of salary reports and agreed to 
improve the timeliness of this review. 
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CHIEF MINISTER AND CABINET DIRECTORATE 

6.94 The Chief Minister and Cabinet Directorate (the Directorate) leads the ACT Public 
Service and provides high level strategic advice and support on policy development 
at a whole-of-government level. 

6.95 In 2010-11, some functions were transferred to and from the Directorate as a result 
of changes to administrative arrangements.  In particular: 

• the heritage function was transferred from the Territory and Municipal 
Services Directorate (then named the Department of Territory and Municipal 
Services) on 1 July 2010.  This function was subsequently transferred to the 
Environment and Sustainable Development Directorate on 17 May 2011, along 
with the Government Architect; 

• the Events Unit was transferred from the former Department of Territory and 
Municipal Services’ on 1 February 2011.  This function was subsequently 
transferred to the Economic Development Directorate on 17 May 2011, along 
with the Directorate’s Special Events Unit; 

• artsACT was transferred from the Directorate to the Community Services 
Directorate on 17 May 2011; and 

• the Business and Industry Development, Tourism, Canberra Business and 
Events Centre and ‘Live in Canberra’ functions were also transferred from the 
Directorate to the Economic Development Directorate on 17 May 2011. 

KEY ISSUES 

• The Audit Office issued an unqualified audit report on the Directorate’s 2010-11 
financial statements and an unqualified report of factual findings on its 2010-11 
statement of performance. 

• The Directorate’s net cost of services was $2.3 million (3.9 percent) below the 
budgeted cost. 

• The Directorate reduced the risk of erroneous and fraudulent payments by ensuring 
that there was sufficient documented evidence of the satisfactory receipt of goods 
and services before payments were made. 

• The Directorate improved explanations of most of its accountability indicators in its 
statement of performance. 

• The Directorate’s accountability indicators do not always facilitate a meaningful 
assessment of the Directorate’s performance against its planned performance.  As the 
Directorate’s planned levels of performance are not always explained in the budget 
papers, it is not always possible to reliably assess whether planned levels of 
performance were achieved. 

• While aspects of the Directorate’s internal audit function support its independence, 
there is scope for further improving the independence of this function. 
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KEY ISSUES (CONTINUED) 

• During 2010-11, legislative instruments were prepared under section 19D of the 
Financial Management Act 1996 to amend the targets for some of the Directorate’s 
accountability indicators following changes to administrative arrangements. These 
instruments were incorrectly prepared and did not amend targets for the relevant 
accountability indicators to reflect the period that the Directorate had responsibility 
for the relevant functions.  

Financial results 

Table 6.18: Key results 

 
Actual 

2009-10 
$m 

Actual 
2010-11 

$m 

Budget 
2010-11 

$m 

    

Expenses (62.2) (62.9) (62.4) 

Income 9.0 6.2 3.4 

Net cost of services (53.2) (56.7) (59.0) 

    

Government contributions 52.1 56.1 57.8 

    

Operating deficit (1.1) (0.6) (1.2) 

    

6.96 The Directorate’s expenses mainly consist of employee expenses, grants (mainly for 
arts related programs), consultants and contractors, accommodation and information 
technology and other services provided by the Shared Services Centre. 

6.97 The Directorate’s income consists mainly of ticket sales and sponsorship revenue 
generated from running various festivals and events, such as Floriade and Enlighten. 

6.98 The Directorate’s net cost of services ($56.7 million) was lower than the budgeted 
cost ($59.0 million) by $2.3 million (3.9 percent) because the Directorate received 
higher than expected revenue from sponsorship for, and ticket sales at, festivals and 
events. 

Audit findings 

Table 6.19: Status of audit findings (number of findings) 

Previously 
Reported Resolved Partially 

Resolved Not Resolved New Balance 

4 (2) 1 1 1 3 
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6.99 The Directorate reduced the risk of erroneous and fraudulent payments by ensuring 
that there was sufficient documented evidence of the satisfactory receipt of goods 
and services before payments were made. 

6.100 The Directorate improved the explanations of most of its accountability indicators in 
its statement of performance.  However, as reported in previous years, the target set 
and reported result for a number of indicators provide users with little information 
about the Directorate’s performance.  In particular, a number of indicators with a 
target of ‘1’ are measured as having been completed after meeting a number of 
internal targets.  As the Directorate has not explained these targets in its budget 
papers, it is not always possible to reliably assess whether planned levels of 
performance were achieved. 

6.101 The capacity of an internal audit function to be independent and report impartially 
depends, in part, on the extent to which this function is free from the influences of 
operational management and responsibility.  There are aspects of the Directorate’s 
internal audit arrangements that support the independence of the internal audit 
function.  These include, for example, the Internal Audit Committee having an 
independent chair. 

6.102 However, the Directorate’s Internal Audit Manager is also the Financial Controller 
and reports to the Chief Finance Officer in that capacity.  Therefore, the Internal 
Audit Manager is not free from the influences of operational management and 
responsibility, particularly in relation to financial management and reporting matters. 

6.103 To further strengthen the independence of the internal audit function, the Audit 
Office has recommended that the Internal Audit Manager be freed from these 
influences.  The Directorate has assessed the risk to independence associated with 
this aspect of its internal audit arrangements to be low and has decided not to change 
them. 

6.104 Section 19D of the Financial Management Act 1996 allows agencies to amend 
targets for accountability indicators when functions are transferred to another agency 
as part of an administrative restructure.  The legislative instruments prepared by the 
Directorate under section 19D were incorrectly prepared and did not amend targets 
for the relevant accountability indicators to reflect the period that the Directorate had 
the responsibility for the relevant functions.  Therefore, comparisons could not be 
readily made between the Directorate’s actual performance and its targets. Such 
comparisons are important and a requirement of the Financial Management 
Act 1996.  This was a finding for some other agencies affected by the administrative 
restructures. 

6.105 The Directorate has agreed to improve its processes for preparing section 19D 
instruments. 

6.106 The Directorate has agreed to the Audit Office’s recommendation for the Directorate 
to improve explanations for its accountability indicators, ‘noted’ the 
recommendation regarding the preparation of section 19D instruments (but agreed to 
improve its processes) and, as indicated above, does not plan to change its internal 
audit arrangements. 
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COMMUNITY SERVICES DIRECTORATE 

6.107 The Community Services Directorate (the Directorate) provides a wide range of 
services to the ACT community.  These include the provision of: 

• accommodation support and respite care services to people with disabilities 
and their families; 

• therapy services for young children with developmental delays or disabilities; 

• early intervention and prevention services for children and their families; 

• support services for young people at risk and young offenders;  

• services for Aboriginal and Torres Strait Islanders; 

• support for multicultural affairs and events; and 

• care and protection services for young people including out-of-home support 
and care. 

6.108 The Directorate also administers a range of concessions and benefits to low income 
earners and manages community facilities. 

6.109 On 17 May 2011, artsACT was transferred to the Directorate from the Chief 
Minister and Cabinet Directorate following changes to administrative arrangements. 

KEY ISSUES 

• The Audit Office issued an unqualified audit report on the Directorate’s 2010-11 
financial statements and an unqualified report of factual findings on its 2010-11 
statement of performance. 

• The Directorate’s net cost of services was within its budgeted cost. 

• Territorial expenses were slightly under the budgeted cost. 

• The Directorate improved its financial statements by recognising, in its financial 
statements, the costs of returning its leased premises to their original condition at the 
end of the lease agreements. 

• During 2010-11, legislative instruments were prepared under section 19D of the 
Financial Management Act 1996 to amend the targets for some of the Directorate’s 
accountability indicators following changes to administrative arrangements. These 
instruments were incorrectly prepared and did not amend targets for the relevant 
accountability indicators to reflect the period that the Directorate had responsibility 
for the relevant functions. 
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Financial results 

Table 6.20: Key results – directorate 

 
Actual 

2009-10 
$m 

Actual 
2010-11 

$m 

Budget 
2010-11 

$m 

    

Expenses (193.0) (204.9) (203.0) 

Income 4.6 5.9 2.7 

Net cost of services (188.4) (199.0) (200.3) 

    

Government contributions 182.3 190.4 190.8 

Gains from receiving assets from other agencies 6.9 4.1 0.0 

Losses from transferring assets to other agencies (0.9) (8.4) 0.0 

    

Operating deficit (0.1) (12.9) (9.5) 

    

6.110 The Directorate’s expenses mainly consist of grants and payments to non-
government organisations to provide disability and community services, employee 
related costs and supplies and services expenses. 

6.111 The Directorate’s net cost of services ($199.0 million) was within its budgeted cost 
($200.3 million). 

6.112 The Directorate’s net cost of services increased by $10.6 million (5.6 percent) 
compared to the previous year.  This cost increase was anticipated in the budget and 
largely reflects the: 

• domestic violence prevention program being transferred to the Directorate 
from Housing ACT from 1 July 2010; and 

• provision of additional Commonwealth-funded disability programs and 
services. 

6.113 The Directorate’s operating deficit ($12.9 million) exceeded the budgeted deficit 
($9.5 million).  The Directorate incurred unbudgeted expenses ($8.4 million) from 
transferring: 

• the Village Creek Health Centre to the Territory and Municipal Services 
Directorate; and  

• a vacant block of land to Housing ACT for aged housing accommodation.   
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6.114 These expenses were partially offset by the unbudgeted receipt of properties 
($4.1 million) from the Territory and Municipal Services Directorate and 
Housing ACT for the establishment of regional community facilities and 
neighbourhood halls. 

Table 6.21: Key results – territorial expenses 

 
Actual 

2009-10 
$m 

Actual 
2010-11 

$m 

Budget 
2010-11 

$m 

    

Subsidies and concessions 19.0 18.5 17.9 

Community service obligations 15.0 16.2 18.0 

Concession and community service obligation 
expenses 

 
34.0 

 
34.7 

 
35.9 

    

6.115 Subsidies and concessions mainly consist of payments to external service providers 
to subsidise the costs of services provided to low income earners, pensioners and 
people with disabilities.  Subsidies and concessions are provided for general rates, 
motor vehicle registration, driver’s licences, pensioner transport and spectacles for 
eligible concession card holders. 

6.116 Community service obligation expenses relate to the provision of electricity and gas 
concessions for pensioners, water and sewerage rebates paid to schools and charities, 
and a taxi subsidy scheme for people with a disability. 

6.117 Territorial expenses ($34.7 million) were slightly under the budgeted cost 
($35.9 million). 

6.118 Subsidies and concessions expenses exceeded the budgeted cost by $0.6 million 
(3.4 percent). This reflects an increase in the: 

• demand for services, following a change in the eligibility requirements which 
led to more people claiming concessions; and  

• property rates tax concession rebate. 

6.119 Community service obligation expenses were $1.8 million (10.0 percent) below the 
budgeted cost because fewer than expected pensioners were eligible for electricity 
and gas concessions. 
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Audit findings 

Table 6.22: Status of audit findings (number of findings) 

Previously Reported Resolved New Balance 

1 (1) 1 1 

6.120 The Directorate resolved the one previously reported audit finding by recognising, in 
its financial statements, the costs of returning its leased premises to their original 
condition at the end of the lease agreements (i.e. a ‘make-good’ provision).  This 
ensures that the financial statements reflect the financial effects of the requirement 
under lease agreements for the premises to be restored to their original condition at 
the end of the lease agreement. 

6.121 Section 19D of the Financial Management Act 1996 allows agencies to amend 
targets for accountability indicators when functions are transferred to another agency 
as part of an administrative restructure.  The legislative instruments prepared by the 
Directorate under section 19D were incorrectly prepared and did not amend targets 
for the relevant accountability indicators to reflect the period that the Directorate had 
the responsibility for the relevant functions.  Therefore, comparisons could not be 
readily made between the Directorate’s actual performance and its targets. Such 
comparisons are important and a requirement of the Financial Management 
Act 1996.  This was a finding for some other agencies affected by the administrative 
restructures. 

6.122 The Directorate has agreed to improve its processes for preparing section 19D 
instruments and noted the need for timely and clearer whole-of-government 
guidance. 
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EDUCATION AND TRAINING DIRECTORATE 

6.123 The Education and Training Directorate (the Directorate) provides public school 
education and training services to the ACT community and surrounding region. 

6.124 The main responsibilities of the Directorate include the provision of public school 
education, registration of non-government schools and home education, planning and 
coordination of vocational education and training, preschool and early intervention 
education programs and associated services. 

KEY ISSUES 

• The Audit Office issued an unqualified audit report on the Directorate’s 2010-11 
financial statements and an unqualified report of factual findings on its 2010-11 
statement of performance. 

• The Directorate’s net cost of services exceeded the previous year’s cost by 
$22.3 million (4.3 percent) due mainly to increases in employee costs arising from 
the enterprise bargaining agreement, initiatives associated with new schools and the 
flow on impact of some 2009-10 initiatives.  The increase in employee costs was 
anticipated in the budget. 

• The Directorate’s net cost of services was $13.0 million (2.4 percent) below the 
budgeted cost. 

• Territorial expenses (largely grants to non-government schools) were $7.2 million 
(3.3 percent) below the budgeted amount due mainly to lower than anticipated 
Commonwealth grants. 

• The Directorate resolved all previously reported audit findings relating to its 
statement of performance.  In particular, the Directorate improved records supporting 
the results of accountability indicators ‘individual learning plans commenced within 
one month of the student’s first attendance at an early intervention program’, and 
‘number of eligible children with developmental delays and disabilities who attended 
an early intervention program’. 

• Salary reports were not always reviewed by schools and cost centres in the central 
office and evidenced as such.  The Directorate is exposed to a higher risk that 
incorrect or fraudulent salary payments will not be identified and addressed in a 
timely manner when the review of salary reports is not consistently performed and 
evidenced as such. The Directorate has agreed to address this control weakness and 
has advised that it has a number of other controls in place to minimise the risk of 
fraudulent salary payments. 

• The Directorate’s financial statements and statement of performance were generally 
well prepared.  However, explanations included in the Directorate’s financial 
statements, and statement of performance should be improved to assist readers, 
particularly those external to the Directorate, to understand the financial and non-
financial results of the Directorate. 
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Financial results 

Table 6.23:  Key results – directorate 

 
Actual 

2009-10 
$m 

Actual 
2010-11 

$m 

Budget 
2010-11 

$m 

    
Expenses (548.9) (575.1) (584.5) 
Income 35.8 39.7 36.1 
Net cost of services (513.1) (535.4) (548.4) 

    
Government contributions 473.0 501.2 502.1 
Transfer of a residential outdoor and environmental education 
centre to the Territory and Municipal Services Directorate 

 
- 

 
(12.8) 

 
- 

Operating deficit (40.1) (47.0) (46.3) 

    

6.125 The Directorate’s expenses are largely comprised of employee related costs, supplies 
and services, depreciation and school operating costs.  The Directorate obtains 
income from voluntary contributions, fundraising, school excursions, international 
students and the Commonwealth Government for various programs. 

6.126 The Directorate’s net cost of services ($535.4 million) exceeded the previous year’s 
cost ($513.1 million) by $22.3 million (4.3 percent).  This was due mainly to 
increases in employee costs arising from the enterprise bargaining agreement, 
additional operating costs for three new schools and the flow on impact of 2009-10 
initiatives to improve: 

• educational outcomes for students by reducing class sizes; and 

• the literacy and numeracy of students by engaging specialist teachers to coach 
teachers in better practices. 

The increase in employee costs was anticipated in the budget. 

6.127 The Directorate’s net cost of services ($535.4 million) was $13.0 million 
(2.4 percent) below the budgeted cost ($548.4 million). 

6.128 The Directorate transferred a residential outdoor and environmental education centre 
located in Tidbinbilla (Birrigai) to the Territory and Municipal Services Directorate. 
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Table 6.24: Key results – territorial expenses 

 
Actual 

2009-10 
$m 

Actual 
2010-11 

$m 

Budget 
2010-11 

$m 

    

Grants and purchased services 225.4 212.5 219.7 

 225.4 212.5 219.7 

    

6.129 The Directorate receives money from the Commonwealth to fund the provision of 
grants to non-government schools.  Grants are allocated to non-government schools 
on the basis of the number of students and include funds for capital or special 
purpose projects. 

6.130 Territorial expenses (largely grants to non-government schools) were $7.2 million 
(3.3 percent) below the budgeted amount.  This reflects less than expected funding 
provided by the Commonwealth for non-government schools. 

Audit findings 

Table 6.25: Status of audit findings (number of findings) 

Previously 
Reported Resolved Not 

Resolved 
Partially 
Resolved New Balance 

5 (3) 1 1 1 3 

6.131 The Directorate resolved three previously reported audit findings relating to the 
reporting of accountability indicators in its statement of performance.  In particular, 
the Directorate: 

• measured a result for the accountability indicator ‘individual learning plans 
commenced within one month of the student’s first attendance at an early 
intervention program’ as required by the Financial Management Act 1996; and 

• improved records supporting the calculation of results for accountability 
indicator ‘number of eligible children with developmental delays and 
disabilities who attended an early intervention program’. 

6.132 In 2010-11, the Directorate approved a policy that requires schools to review salary 
reports and distribute these to schools on a fortnightly basis for review.  However, 
these reports were not always evidenced as having been reviewed.  Furthermore, 
salary reports provided to cost centres in the central office for review were not 
consistently reviewed and evidenced as such. 

6.133 The Directorate is exposed to a higher risk that incorrect or fraudulent salary 
payments will not be identified and addressed in a timely manner when the review of 
salary reports is not consistently performed and evidenced as such.  The Directorate 
has agreed to address this control weakness and has advised that it has a number of 
other controls in place to minimise the risk of fraudulent salary payments. 
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6.134 Under reporting requirements issued by the Treasury Directorate, agencies are 
required to provide concise explanations for large variances between significant 
current and prior year results in the financial statements.  Agencies are also required 
to provide explanations for material variances from targeted results in their 
statements of performance. 

6.135 The Directorate’s financial statements and statement of performance were generally 
well prepared.  However, explanations included in the Directorate’s financial 
statements and statement of performance were not always informative.  Improving 
these explanations would assist readers, particularly those external to the Directorate, 
to understand the financial and non-financial results of the Directorate. 

6.136 The Directorate has agreed to address all audit findings in 2011-12. 
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HEALTH DIRECTORATE 

6.137 The Health Directorate (the Directorate) aims to achieve good health for the 
community by planning, purchasing and providing community-based health services, 
providing hospital and extended care services, managing public health risks and 
promoting health and early care interventions. 

KEY ISSUES 

• The Audit Office issued an unqualified audit report on the Directorate’s 2010-11 
financial statements and an unqualified report of factual findings on its 2010-11 
statement of performance. 

• The Directorate’s net cost of services ($852.3 million) exceeded the previous year’s 
cost ($784.6 million) by $67.7 million (8.6 percent) due mainly to increases in 
employee costs, grants and purchased services. 

• The Directorate’s net cost of services ($852.3 million) was close to the budgeted cost 
($852.5 million). 

• The Directorate complied with the record-keeping requirements of its ‘Waiting Time 
and Elective Patient Management Policy’.  This provides increased assurance that 
reclassifications of clinical priority Category 1 patients to another category are 
clinically appropriate and being consistently and equitably managed. 

• Under a ‘cross-border-agreement’ between the ACT and NSW Governments, 
amounts receivable from the NSW Government for treating NSW residents in the 
ACT are estimated.  These amounts are settled following an acquittal process.  Until 
this acquittal process is completed, the Directorate estimates the amounts receivable 
on the basis of its records of services provided that they are not being disputed or 
contested by the NSW Government.  The fact that the NSW Government has 
disputed claims of services provided raises questions about the adequacy of the 
records maintained by the Directorate and records needed to support the 
Directorate’s claims of services provided. 

• The Directorate needs to improve the processes for preparing its financial statements 
to ensure that it will fully comply with the relevant reporting requirements. 
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Financial results 

Table 6.26:  Key results 

 
Actual 

2009-10 
$m 

Actual 
2010-11 

$m 

Budget 
2010-11 

$m 

    

Expenses (990.4) (1 077.6) (1 068.5) 

Income 205.8 225.3 216.0 

Net cost of services (784.6) (852.3) (852.5) 

    

Government contributions 753.6 834.5 826.9 

    

Operating deficit (31.0) (17.8) (25.6) 

    

6.138 The Directorate’s expenses are mainly represented by employment costs associated 
with its workforce, payments for services provided by visiting medical officers, 
purchases of clinical, medical and surgical supplies and pharmaceuticals, and 
insurance.  The Directorate also funds the delivery of health services provided to the 
community by the Calvary Public Hospital and other non-government organisations. 

6.139 The Directorate’s net cost of services ($852.3 million) exceeded the previous year’s 
cost ($784.6 million) by $67.7 million (8.6 percent) due mainly to increases in 
employee costs, grants and purchased services.  The increase in employee costs 
mainly resulted from higher staff numbers and a general salary and wages increase.  
Additional staff were needed to provide staff for new and expanded hospital 
facilities, and meet a growth in demand for existing health services, including 
elective surgery, cancer, mental health, older persons, obstetrics and gynaecology. 

6.140 The Directorate’s net cost of services ($852.3 million) was close to the budgeted cost 
($852.5 million). 

6.141 Income exceeded the budgeted amount by $9.3 million (4.3 percent).  This was 
mostly due to unanticipated recognition of Commonwealth and other grants as 
income in accordance with AASB 1004: ‘Contributions’. These grants were 
incorrectly recorded as an income in advance liability in the budget. 

6.142 Income increased by $19.5 million (9.5 percent) from the prior year because the 
Directorate received additional funding from the Commonwealth Government for 
the purchase of new radiation oncology equipment and conducting research 
activities. 
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Audit findings 

Table 6.27:  Status of audit findings (number of findings) 

Previously 
Reported Resolved Not Resolved New Balance 

11 (6) 5 9 14 

6.143 In 2009-10, the Directorate did not consistently comply with the record-keeping 
requirements of its ‘Waiting Time and Elective Patient Management Policy’.  The 
Directorate was therefore unable to demonstrate that, in all cases, re-classifications 
of clinical priority Category 1 patients to another category were clinically 
appropriate, and being consistently and equitably managed.   

6.144 In 2010-11, the Audit Office found that the Directorate had improved its records.  
This has reduced the risk of: 

• patients experiencing adverse health outcomes, because re-classifications of a 
clinical priority category have occurred for reasons other than those permitted 
by the policy; and 

• errors in publicly reported waiting lists for elective surgery. 

6.145 The Directorate also improved its financial statements by disclosing further 
information on its service concession arrangement with Calvary Health Care (ACT) 
for the provision of public hospital services as required by AASB Interpretation 129: 
‘Service Concession Arrangements: Disclosures’. 

6.146 Around half of the previously reported audit findings were not resolved in 2010-11.  
In particular, the Directorate has not: 

• collected $2.1 million owing from the NSW Government since 2004-05 
relating to blood and blood products used for patients from NSW treated in 
ACT hospitals; and 

• finalised a memorandum of understanding with the Territory and Municipal 
Services Directorate covering terms and conditions relating to occupancy of its 
premises. 

6.147 Furthermore, the Directorate has not addressed previously reported concerns about 
the quality of the financial statements submitted for audit.  In 2010-11, the Audit 
Office found: 

• errors in the accounting for grant revenue, asset valuations and bank balances; 
and 

• that disclosures of the Directorate’s accounting policies for revenue, and key 
financial risks and how these risks were managed, were inadequate in 
significant respects. 

6.148 Although these reporting deficiencies were adequately addressed during the audit, 
they indicate that the Directorate’s processes for preparing its financial statements 
need to be improved to provide reasonable assurance that the financial statements 
will be well prepared and comply with the relevant reporting requirements. 
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6.149 In 2010-11, the Directorate earned $96.3 million ($91.3 million in 2009-10) in cross-
border revenue from the NSW Government for treating NSW residents in the ACT 
health system.  This revenue is based on a ‘cross-border agreement’ (the agreement) 
between the ACT and NSW Governments.  The Directorate’s financial statements 
disclose that: 

‘Cross-border (Interstate) receipts are an estimation based on estimated numbers of 
interstate patients and price per cost weighted separation agreed between the ACT, the 
states and the northern Territory.  Actual patient numbers are settled following an 
acquittal process undertaken in subsequent years and variations to the revenue 
recognised are accounted for in the year of settlement with the States and the 
Northern Territory.  

The Health Directorate has accounted for patient activity that is not disputed by New 
South Wales.  There is currently five years of final acquittals for patient activity that 
have not been finalised due to a lengthy process of data review.  New South Wales 
has made provisional payments for all five years.’ 

6.150 This disclosure explains that under the ‘cross-border-agreement’ between the ACT 
and NSW Governments, amounts receivable from the NSW Government for treating 
NSW residents in the ACT are estimated.  These amounts are settled following an 
acquittal process.  Until this acquittal process is completed, the Directorate estimates 
the amounts receivable on the basis of its records of services provided that they are 
not being disputed or contested by the NSW Government.  The fact that the 
NSW Government has disputed claims of services provided raises questions about 
the adequacy of the records maintained by the Directorate and records needed to 
support the Directorate’s claims of services provided. 

6.151 The Directorate’s financial statements also disclose that a large amount of cross-
border receivables have been classified as ‘not overdue’ because the agreement does 
not mandate a timeframe for payment prior to the final acquittal of activity numbers.  
These receivables include amounts that have been owed from the NSW Government 
for a number of years. 

6.152 The Audit Office has therefore recommended that the Directorate review the 
adequacy of its cross-border arrangements with the NSW Government for the 
provision of health services to NSW residents. 

6.153 The Directorate has advised that it has agreed to address all audit findings in  
2011-12.   
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HOUSING ACT INCLUDING THE LYONS ESTATE REDEVELOPMENT JOINT 
VENTURE 

6.154 Housing ACT aims to provide affordable and secure housing that meets the needs 
and circumstances of its clients, including eligible low income earners, those who 
are socially and financially disadvantaged and the homeless. 

6.155 Housing ACT manages a large portfolio of public housing assets, including the 
acquisition, disposal, redevelopment, repairs and maintenance of these assets.   

6.156 Housing ACT also holds the ACT Government’s interest in the Lyons Estate 
Redevelopment Joint Venture. 

KEY ISSUES 

Housing ACT 

• The Audit Office issued an unqualified audit report on Housing ACT’s 2010-11 
financial statements and an unqualified report of factual findings on its 2010-11 
statement of performance. 

• Housing ACT’s net cost of services was $13.3 million (18.4 percent) below the 
budgeted cost. 

• Housing ACT’s net cost of services increased by $12.9 million (28.0 percent) 
compared to the previous year. 

• Housing ACT addressed the majority of the previously reported audit findings and 
no new audit findings were identified in 2010-11. 

• Housing ACT improved its financial statements by recognising, in its financial 
statements, the costs of returning its leased premises to their original condition at the 
end of the lease agreements. 

• Housing ACT did not regularly reconcile three bank accounts held in trust by 
solicitors to its financial records.  This increases the risk of errors in its financial 
statements. 

Lyons Estate Redevelopment Joint Venture 

• The Audit Office issued unqualified audit reports on the financial statements of the 
Lyons Estate Redevelopment Joint Venture for the years ending 30 June 2010 and  
30 June 2011. 
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Financial results  

Table 6.28: Key results 

 
Actual 

2009-10 
$m 

Actual 
2010-11 

$m 

Budget 
2010-11 

$m 

    

Expenses (134.9) (155.3) (159.4) 

Income 86.4 92.9 86.6 

Gain from the sale of properties 2.4 3.4 0.5 

Net cost of services (46.1) (59.0) (72.3) 

    

Government contributions 47.4 43.6 43.6 

Other gains 1.9 1.5 0.1 

Operating surplus/(deficit) 3.2 (13.9) (28.6) 

    

6.157 Housing ACT’s expenses mostly consist of repairs and maintenance costs for public 
housing properties, payment of rates on these properties, grants to the community 
housing sector for the provision of affordable housing and homelessness services, 
employee costs, and depreciation expenses. 

6.158 Most of Housing ACT’s income is represented by rent received from public housing 
tenants. 

6.159 Housing ACT’s net cost of services ($59.0 million) was $13.3 million (18.4 percent) 
below the budgeted cost ($72.3 million).  This was mostly due to: 

• lower than expected grants expenses.  This reflects delays in completing 
several properties for community housing organisations under the 
Commonwealth Government’s ‘Nation Building and Jobs Plan’.  The ‘Nation 
Building and Jobs Plan’ provides economic stimulus and supports local jobs 
through the delivery of new social housing and refurbishment of existing social 
housing; 

• a ‘one-off’ refund of input tax credits from the Australian Taxation Office 
following a favourable tax ruling; and 

• higher than expected gains from property sales as older properties were sold 
after the completion of new public housing stock funded under the ‘Nation 
Building and Jobs Plan’. 

6.160 Housing ACT’s net cost of services increased by $12.9 million (28.0 percent) 
compared to the previous year.  This was mainly due to the ‘Nation Building and 
Jobs Plan’, which resulted in an increase in: 

• grants to community housing organisations for the construction of properties; 
and 
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• the number of properties built and transferred to community housing 
organisations. 

Lyons Estate Redevelopment Joint Venture 

6.161 The Lyons Estate Redevelopment Joint Venture (Joint Venture) was established in 
May 2007 as a joint venture between the Commissioner for Social Housing  
(Housing ACT), Hindmarsh Lyons Developments Pty Limited and Johrosa Pty 
Limited.   

6.162 The Joint Venture is redeveloping a former public housing complex in the suburb of 
Lyons. 

6.163 Under the financial arrangements for the Joint Venture, Housing ACT contributes 
land to the Joint Venture and the other venturers meet the development costs for the 
construction of a retirement village and high-density residential property on the site.  

6.164 Housing ACT is expected to receive 35 percent of the Joint Venture’s profits from 
the sale of the retirement village and 50 percent of the profits from the sale of the 
high-density residential property development. 

6.165 The Audit Office issued unqualified audit reports on the financial statements of the 
Lyons Estate Redevelopment Joint Venture for the years ending 30 June 2010 and  
30 June 2011. 

Property portfolio 

Table 6.29: Value of land and dwellings 

 
As at 30 June 

Actual 
2009 

Actual 
2010 

Actual 
2011 

    

Number of land parcels 6 961 6 939 6 912 

Land value ($m) $2 672 $3 041 $3 037 

    

Number of dwellings 11 340 11 574 11 792 

Dwellings value ($m) $1 121 $1 147 $1 258 

    

Total value of land and dwellings ($m) $3 793 $4 188 $4 295 

    

6.166 The value of Housing ACT’s property portfolio increased by $107 million 
(2.6 percent) in 2010-11.  This reflects an increase in: 

• the number of public housing properties built under the ‘Nation Building and 
Jobs Plan’; and  
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• public housing property values based on an annual independent property 
revaluation performed in March 2011. 

Audit findings 

Table 6.30: Status of audit findings (number of findings) 

Previously 
Reported Resolved Not Resolved New Balance 

3 (2) 1 0 1 

6.167 Housing ACT addressed the majority of the previously reported audit findings. 

6.168 Housing ACT recognised, in its financial statements, the costs of returning its leased 
premises to their original condition at the end of the lease agreements (i.e. a ‘make-
good’ provision).  This ensures that the financial statements reflect the financial 
effects of the requirement under lease agreements for the premises to be restored to 
their original condition at the end of the lease agreements. 

6.169 As reported in previous years, Housing ACT did not regularly reconcile three bank 
accounts held in trust by solicitors to its financial records.  This increases the risk of 
errors in its financial statements. 

6.170 Housing ACT has agreed to address the one outstanding audit finding and no new 
audit findings were identified in 2010-11. 
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INSURANCE AUTHORITY 

6.171 The ACT Insurance Authority operates under the Insurance Authority Act 2005 and 
is the insurer of the major risks faced by ACT Government agencies.  

6.172 The Authority buys additional insurance from external insurance providers to cover 
the major risks of ACT Government agencies and settles insurance claims on behalf 
of the ACT Government.   

6.173 The Authority also promotes the implementation of sound risk management 
practices by agencies. 

KEY ISSUES 

• The Audit Office issued an unqualified audit report on the Authority’s 2010-11 
financial statements and an unqualified report of factual findings on the  
2010-11 statement of performance. 

• The Authority’s operating surplus of $15.7 million compares favourably to the 
budgeted and prior year operating deficits of $2.6 million and $6.6 million 
respectively. 

• The Authority’s has sufficient assets to meet its short and long-term liabilities. 

• Information included in the Authority’s statement of performance was not always 
sufficient to enable users, particularly those users who are external to the Authority, 
to understand the meaning of the reported accountability indicators and the related 
targets.   
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Financial results 

Table 6.31:  Key results 

 
Actual 

2009-10 
$m 

Actual 
2010-11 

$m 

Budget 
2010-11 

$m 

    

Gross premiums 48.1 50.1 50.2 

Returns from investments  15.8 18.4 12.1 

Other 0.2 0.2 0.2 

Income 64.1 68.7 62.5 

    

Reinsurance expenses (10.8) (10.8) (12.6) 

Net insurance claims expenses (57.2) (39.1) (49.4) 

Other (2.7) (3.1) (3.1) 

Expenses (70.7) (53.0) (65.1) 

    

Operating (deficit)/surplus (6.6) 15.7 (2.6) 

    

6.174 The Authority’s income consists mainly of insurance premiums collected from 
ACT Government agencies, recoveries from reinsurance arrangements with external 
insurance providers and returns from investments.   

6.175 Income exceeded the budgeted amount by $6.2 million (9.9 percent), due largely to 
better than expected returns from the Authority’s investments. 

6.176 The Authority’s expenses are largely represented by the costs of insurance claims 
and reinsurance premiums paid to external insurance providers. 

6.177 Net insurance claims expenses are estimated based on a range of actuarial 
assumptions, including a discount to allow for interest that is expected to be earned 
on investments held to fund payments of insurance claims. 

6.178 In 2010-11, the net insurance claims expense was $10.3 million (20.9 percent) lower 
than the budgeted cost ($49.4 million), and $18.1 million (31.6 percent) below the 
prior year’s cost, due mainly to a decrease in the number and cost of claims. 

6.179 The Authority’s operating surplus of $15.7 million compares favourably to the 
budgeted and prior year operating deficits of $2.6 million and $6.6 million 
respectively. 
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Short-term financial position 

Table 6.32: Short-term financial position 

As at 30 June 
Actual 

2010 
$m 

Actual 
2011  

$m 

Budget 
2011 

$m 

    

Short-term assets 215.7 256.1 256.8 

Short-term liabilities (39.8) (47.1) (42.8) 

Net short-term assets 175.9 209.0 214.0 

    

Short-term liquidity ratio 5.4 to 1 5.4 to 1 6.0 to 1 

    

6.180 The Authority’s short-term financial position at 30 June 2011 was weaker than 
anticipated in the budget, but continues to be strong. 

Long-term financial position 

Table 6.33: Long-term financial position 

As at 30 June 
Actual 

2010 
$m 

Actual 
2011     

$m 

Budget 
2011     

$m  

    

Total assets 345.7 396.4 447.5 

Total liabilities (344.3) (379.3) (426.9) 

Net assets 1.4 17.1 20.6 

    

Ratio of total assets to total liabilities 1.0 to 1 1.0 to 1 1.0 to 1 

    

6.181 The Authority’s long-term financial position at 30 June 2011 was close to budget 
expectations.  The Authority’s assets are sufficient to meet its liabilities. 

Audit findings 

Table 6.34: Status of audit findings (number of findings) 

Previously Reported Resolved New Balance 

3 (3) 1 1 

6.182 The Authority resolved all previously reported audit findings.  
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6.183 The Authority amended some of the accountability indicators included in its 
statement of performance to provide more meaningful information on the 
performance of the Authority.  The Authority also improved the quality of the 
financial statements provided to the Audit Office for audit. 

6.184 In 2010-11, the certified statement of performance provided to the Audit Office for 
review did not contain sufficient information that would allow external readers of the 
statement of performance to understand the meaning of some of the accountability 
indicators and related targets.  The Authority subsequently included additional 
explanatory information in its statement of performance to better explain these 
accountability indicators. 

6.185 The Authority has agreed to address this audit finding for next year by improving the 
explanatory information included in its statement of performance. 
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JUSTICE AND COMMUNITY SAFETY DIRECTORATE 

6.186 The Justice and Community Safety Directorate (the Directorate) aims to maintain a 
fair, safe and peaceful community in the ACT where people’s rights and interests are 
respected and protected. 

6.187 The Directorate consists of the Legislation and Policy Branch, Courts and Tribunal, 
ACT Government Solicitor's Office, ACT Parliamentary Counsel's Office, 
ACT Corrective Services, Office of Regulatory Services, Security Emergency and 
Management Branch and Emergency Services Agency.  Independent statutory 
offices within the Directorate include the Director of Public Prosecutions, Electoral 
Commission, Public Advocate of the ACT, Human Rights Commission and Victim 
Support ACT.  The Directorate is also responsible for the management of services 
provided by the Commonwealth via the Australian Federal Police, Ombudsman and 
Privacy Commissioner. 

6.188 On 17 May 2011, the Directorate received transport regulation and road safety 
functions from the Territory and Municipal Services Directorate following changes 
to administrative arrangements. 

KEY ISSUES 

• The Audit Office issued an unqualified audit report on the Directorate’s 2010-11 
financial statements and an unqualified report of factual findings on its 2010-11 
statement of performance. 

• The Directorate’s net cost of services ($220.2 million) was slightly higher than the 
budgeted cost ($217.2 million).  This was mainly due to the Directorate receiving 
transport regulation and road safety functions from the Territory and Municipal 
Services Directorate following changes to administrative arrangements on 
17 May 2011. 

• The Directorate did not draw down $13.5 million (29.4 percent) of the funds 
appropriated for capital works due mainly to delays in major projects. 

• Territorial expenses ($143.8 million) were slightly under the budgeted cost 
($145.5 million). 

• Payments to the Australian Federal Police for policing services increased by 
$6.6 million (5.0 percent) from the prior year, mainly to fund certified agreement 
wage increases and new budget initiatives.  This cost increase was anticipated in the 
budget. 

• The majority of the previously reported audit findings were resolved by the 
Directorate in 2010-11. 

• The Directorate reduced the risk of erroneous and fraudulent payments by ensuring 
that there was sufficient documented evidence of the satisfactory receipt of goods 
and services before payments were made. 
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KEY ISSUES (CONTINUED) 

• The Directorate updated leave records for staff in the ACT Fire Brigade for leave 
applications.  This reduces the risk of incorrectly recorded leave balances.  

• The Directorate reduced the risk of errors and fraud in the Office of Regulatory 
Services by improving controls over records of cash received, and maintaining 
evidence of the investigation of variances between records of cash collected and cash 
takings. 

• The system used to process motor vehicle registrations, driver’s licences and parking 
and other infringements (‘rego.act’) was not being promptly updated for security 
‘patches’ provided by the supplier of the system.  This presents a risk that 
unauthorised users may exploit any known weaknesses in the system. 

• There were some instances where variances between records of the cash collected 
from parking machines and the amount of cash collected were not adequately 
explained.  This presents a higher risk of errors and fraud. 

Financial results 

Table 6.35: Key results – directorate 

 
Actual 

2009-10 
$m 

Actual 
2010-11 

$m 

Budget 
2010-11 

$m 

    

Expenses (231.5) (248.6) (238.8) 

Income 23.5 28.4 21.6 

Net cost of services (208.0) (220.2) (217.2) 

    

Government contributions 182.7 206.6 202.6 

Gains from contributed assets/asset transfers 3.1 0.5 - 

    

Operating deficit (22.2) (13.1) (14.6) 

    

Capital injections 23.1 32.4 45.9 

    

6.189 Most of the Directorate’s expenses are related to employees, computing, information 
technology and telecommunications, accommodation costs and depreciation. 

6.190 Expenses exceeded the budgeted cost by $9.8 million (4.1 percent) due mainly to 
higher than expected employee and other operating costs, which included: 

• the transfer of staff relating to transport regulation and road safety functions 
from the Territory and Municipal Services Directorate from 17 May 2011 
under changed administrative arrangements; 



Audit results and findings on ACT Government agencies and other entities 

 
2010-11 Financial Audits Page 107 
 

• a higher workers’ compensation premium; and 

• additional costs resulting from flood damage to the Emergency Services 
Agency headquarters located at Fairbairn. 

6.191 Income consists mainly of fees charged for fire protection and ambulance transport 
fees.   

6.192 Income exceeded the budgeted amount by $6.8 million (31.5 percent) as the 
Directorate received: 

• additional revenue from the Commonwealth relating to the provision of fire 
protection services by the Emergency Services Agency at Commonwealth 
buildings; 

• additional revenue relating to transport regulation and road safety functions 
following the 17 May 2011 administrative changes; and 

• ‘one-off’ revenue from providing an emergency services helicopter to 
Queensland for the flood crisis in 2011. 

6.193 Fees and charges collected by the Office of Regulatory Services and Courts also 
exceeded budget expectations. 

6.194 The Directorate’s net cost of services ($220.2 million) was slightly higher than the 
budgeted cost ($217.2 million).  This was mainly due to the Directorate receiving 
transport regulation and road safety functions from the Territory and Municipal 
Services Directorate following changes to administrative arrangements on 
17 May 2011. 

6.195 The Directorate did not draw down $13.5 million (29.4 percent) of the funds 
appropriated for capital works due mainly to delays in completing building projects 
and the fire vehicle replacement program in the Emergency Services Agency. 

Table 6.36: Key results – territorial expenses 

 
Actual 

2009-10 
$m 

Actual 
2010-11 

$m 

Budget 
2010-11 

$m 

    

Payments to the Australian Federal Police 132.0 138.6 138.6 

Other expenses (including legal expenses, damages and 
settlement payments and depreciation) 6.5 5.2 6.9 

 138.5 143.8 145.5 

    

Source: Budget information was provided by the Justice and Community Safety Directorate.   

6.196 The Directorate’s territorial expenses are largely comprised of payments to the 
Australian Federal Police for the provision of policing services in the Territory. 
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6.197 Territorial expenses ($143.8 million) were slightly under the budgeted cost 
($145.5 million). 

6.198 Payments to the Australian Federal Police increased by $6.6 million (5.0 percent) to 
fund wage increases and additional funding for new budget initiatives.  This cost 
increase was anticipated in the budget.   

6.199 There were fewer legal expenses, damages and settlement payments on behalf of the 
Territory compared to the previous year. 

Audit findings 

Table 6.37: Status of audit findings (number of findings) 

Previously 
Reported Resolved Not Resolved New Balance 

13 (11) 2 4 6 

6.200 The majority of the previously reported audit findings were resolved by the 
Directorate in 2010-11.  In particular, the Directorate: 

• improved its governance arrangements by ensuring that the status of the 
internal audit program and implementation of audit recommendations was 
reported to the internal audit committee; 

• reduced the risk of erroneous, irregular or fraudulent payments by ensuring 
that payments included documented evidence that goods and services were 
satisfactorily received prior to payment; and 

• reduced the risk of incorrectly recorded leave balances for staff in the 
ACT Fire Brigade by updating leave records for leave applications. 

6.201 The Directorate also reduced the risk of errors and fraud by: 

• modifying a system used by the Office of Regulatory Services to record cash 
income (Integrated Business Management System) to prevent cashiers from 
amending records of cash received; and 

• maintaining evidence that daily reconciliations prepared by cashiers of the cash 
collected and cash takings were independently reviewed, and that any 
variances were investigated. 

6.202 On 17 May 2011, the responsibility for the ‘rego.act system’ (the system used to 
process motor vehicle registrations, driver’s licences and parking and other 
infringements) was transferred from the Territory and Municipal Services 
Directorate to the Directorate.  As in previous years, this system was not being 
promptly updated for security ‘patches’ that are regularly provided by the supplier of 
the system.  This presents a higher risk that unauthorised users may exploit any 
known weaknesses in the system. 

6.203 To ensure that all cash from parking machines is banked, records of the cash 
collected from parking machines are reconciled to the amount of cash collected by a 
security firm on a daily basis.  There were some unexplained or inadequately 
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explained variances between records of cash collected and the amount of cash 
collected.  This presents a higher risk of errors and fraud. 

6.204 The Directorate has indicated that it intends to address all audit findings in 2011-12. 
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LAND DEVELOPMENT AGENCY AND THE LAND JOINT VENTURES 

6.205 The Land Development Agency (LDA) develops and sells land on behalf of the  
ACT Government.  The LDA also manages the ACT Government’s interest in the 
Forde, Woden East and Crace land joint ventures. 

6.206 On 17 May 2011, the LDA was transferred to the newly created Economic 
Development Directorate under changed administrative arrangements.   

6.207 The LDA continues to report as a separate reporting entity under the Financial 
Management Act 1996. 

KEY ISSUES 
Land Development Agency 

• The Audit Office issued an unqualified audit report on the LDA’s 2010-11 financial 
statements and an unqualified report of factual findings on its 2010-11 statement of 
performance. 

• The LDA’s operating profit was $16.8 million (31.3 percent) below the budgeted 
profit due to lower than expected sales.  Planned sales of residential and industrial 
sites did not occur because adverse weather conditions and delays in receiving 
required environmental approvals under the Environmental Protection and 
Biodiversity Conservation Act 1999 (Commonwealth) caused delays in the 
construction and release of sites for sale.  The release of a number of commercial 
sites was deferred to later years.  

• The LDA resolved all previously reported audit findings and no new findings were 
identified during the audit of the LDA’s financial statements and review of its 
statement of performance. 

Land Joint Ventures 

• The Audit Office issued unqualified audit reports on the financial statements of the 
Forde, Woden East and Crace land joint ventures. 
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Financial results 

Table 6.38: Key results 

 
Actual 

2009-10 
$m 

Actual 
2010-11 

$m 

Budget 
2010-11 

$m 

    

Income 318.4 218.6 369.3 

Expenses (225.1) (187.5) (305.5) 

Share of operating profit from land joint ventures 
accounted for using the equity method 19.3 21.6 12.9 

Operating profit before income tax expense 112.6 52.7 76.7 

    

Income tax expense (35.2) (15.8) (23.0) 

    

Operating profit 77.4 36.9 53.7 

    

6.208 Most of the LDA’s income and expenses consist of land sales and the associated 
costs of these sales. 

6.209 The LDA’s income was $150.7 million (40.8 percent) below the budgeted amount as 
adverse weather conditions and delays in receiving required environmental approvals 
under the Environmental Protection and Biodiversity Conservation Act 1999 
(Commonwealth) delayed construction activities.  These delays meant that planned 
sales of residential and industrial sites did not occur as expected.  The release of a 
number of commercial sites was also deferred to later years. 

6.210 Expenses were $118.0 million (38.6 percent) lower than the budgeted cost.  In 
particular, the cost of land sold was $116.3 million (42.9 percent) lower than 
expected because land sales were less than anticipated in the budget. 

6.211 The LDA’s share of operating profit from land joint ventures exceeded the budgeted 
profit by $8.7 million (67.4 percent) due to errors in the 2010-11 budget. 

6.212 In 2009-10, the LDA was found to have incorrectly recognised land development 
rights sold to the land joint ventures as income when the joint ventures were 
established a number of years ago.  These rights should have been progressively 
recognised as income as the land was sold by the joint ventures to third parties.  The 
2010-11 budget could not be corrected for these errors because the budget was 
finalised before these errors were discovered. 

6.213 The LDA’s operating profit was $16.8 million (31.3 percent) lower than the 
budgeted profit.  This mostly reflects the lower profits generated by land sales due to 
the adverse weather conditions, delayed environmental approvals required under the 
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Environmental Protection and Biodiversity Conservation Act 1999 (Commonwealth) 
and delayed release of commercial sites referred to above. 

Land Joint Ventures 

6.214 The LDA manages the ACT Government’s interest in three joint ventures related to 
the development and sale of land in the suburbs of Forde, Crace and Woden East. 

Forde 

6.215 The Forde Joint Venture commenced operations in May 2005.  The LDA and Forde 
Developments Pty Limited each contributed 50 percent of the Forde Joint Venture’s 
capital  

6.216 The LDA’s share in the Forde Joint Venture at 30 June 2011 was $3.3 million. 

6.217 There were 191 settlements in Forde in 2010-11 (2009-10: 264 settlements). 

6.218 The Audit Office issued unqualified audit reports on the Forde Joint Venture’s half 
and full-year financial statements. 

Woden East  

6.219 The Woden East Joint Venture was formed for the development and sale of land in 
Woden East and commenced operations in November 2006.  The LDA and Woden 
East Developments Pty Limited each contributed 50 percent of the Woden East Joint 
Venture’s capital. 

6.220 The LDA’s interest in the Woden East Joint Venture at 30 June 2011 was 
$2.4 million. 

6.221 The Woden East Joint Venture is still in its development phase and no land had been 
sold as at 30 June 2011. 

6.222 The Audit Office issued an unqualified audit report on the Woden East Joint 
Venture’s financial statements. 

Crace  

6.223 The Crace Joint Venture commenced operations in January 2008 and was formed for 
the development and sale of land in Crace (North Canberra).  The LDA and Crace 
Developments Pty Limited each contributed 50 percent of the Crace Joint Venture’s 
capital. 

6.224 The LDA’s interest in the Crace Joint Venture at 30 June 2011 was $27.0 million. 

6.225 There were 255 settlements in Crace in 2010-11 (2009-10: 124 settlements).  

6.226 The Audit Office issued unqualified audit reports on the Crace Joint Venture’s half 
and full-year financial statements. 
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Audit findings 

Table 6.39: Status of audit findings (number of findings) 

Previously Reported Resolved New Balance 

5 (5) 0 0 

6.227 The LDA resolved all previously reported audit findings.  In particular, the: 

• income from the sale of land development rights to the land joint ventures 
was accounted for correctly; 

• internal audit function was improved by the development and approval of 
an internal audit charter, and implementation of policies and procedures for 
performing quality assurance reviews on the work of contracted internal 
audit providers; and 

• presentation of the statement of performance was improved to assist readers 
in understanding the performance of the LDA. 

6.228 No new audit findings were identified during the audit of the LDA’s financial 
statements or the review of its statement of performance. 
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LEGAL AID COMMISSION 

6.229 The Legal Aid Commission provides legal aid services to disadvantaged people, 
including those experiencing difficulty in accessing private legal services.  These 
services include the provision of legal information, legal advice and minor 
assistance, duty lawyer services, grants for legal assistance and community legal 
education.  These services are provided by the Commission’s staff and private legal 
practitioners paid for by the Commission. 

KEY ISSUES 

• The Audit Office issued an unqualified audit report on the Commission’s 
2010-11 financial statements and an unqualified report of factual findings on its  
2010-11 statement of performance. 

• The Commission’s net cost of services was in line with the budgeted cost. 

• The Commission resolved nearly all previously reported audit findings by improving 
the processes used to prepare its financial statements. 

Financial results 

Table 6.40: Key results 

 
Actual 

2009-10 
$m 

Actual 
2010-11 

$m 

Budget 
2010-11 

$m 

    

Expenses (10.6) (11.8) (11.2) 

Income 2.0 2.2 1.6 

Net cost of services (8.6) (9.6) (9.6) 

    

Government contributions 9.1 8.9 8.9 

    

Operating surplus/(deficit) 0.5 (0.7) (0.7) 

    

6.230 The Commission’s expenses are mostly comprised of employee related expenses, 
referrals to private legal practitioners and accommodation lease expenses. 

6.231 The Commission’s income consists mainly of grants received from the Law Society 
of the ACT and interest. 

6.232 The Commission’s net cost of services was in line with the budgeted cost. 
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Audit findings 

Table 6.41: Status of audit findings (number of findings) 

Previously 
Reported Resolved Not Resolved New Balance 

9 (8) 1 1 2 

6.233 The Commission resolved nearly all previously reported audit findings by improving 
the processes used to prepare its financial statements  

6.234 The Commission did not resolve one previously reported audit finding.  The 
Commission was unable to remove accountability indicators that were not useful in 
assessing the performance of not-for-profit entities.  The Commission has 
subsequently resolved this audit finding for the 2011-12 financial year. 

6.235 The Commission has also agreed to review its estimate of its long service leave 
liability and ensure that it fully complies with the Australian Accounting Standard 
AASB 119: ‘Employee Benefits’. 
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SHARED SERVICES CENTRE 

6.236 The Shared Services Centre (Shared Services) provides information and 
communication technology, procurement, publishing and records management, 
human resource and finance services to ACT Government agencies. 

6.237 In May 2011, Shared Services was transferred to the Treasury Directorate from the 
former Department of Territory and Municipal Services under changed 
administrative arrangements.  Shared Services remains a separate entity for reporting 
purposes. 

KEY ISSUES 

• The Audit Office issued an unqualified audit report on Shared Services’ 2010-11 
financial statements and an unqualified report of factual findings on its 2010-11 
statement of performance. 

• Shared Services generated net revenue of $4.6 million from providing its services 
compared to the net cost of services of $12.6 million anticipated in the budget.   

• Shared Services generated higher than expected income from a higher demand from 
ACT Government agencies for information and communication technology and 
procurement services. 

• Shared Services reduced the risk of errors in its financial statements by clearly 
communicating all charges, including charges relating to the replacement of assets, 
to ACT Government agencies. 

• Shared Services established formal policies and procedures for the disposal of 
information and communication technology assets.  Implementation of these policies 
and procedures should reduce the risk of assets being improperly disposed of or 
stolen. 

• Shared Services incorrectly accounted for fees charged for providing salary 
packaging services by not fully recognising these as revenue. 

• Shared Services should improve documentation supporting the revaluation of its 
assets to minimise the risk of material errors in its financial statements. 
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Financial results 

Table 6.42: Key results 

 
Actual 

2009-10 
$m 

Actual 
2010-11 

$m 

Budget 
2010-11 

$m 

    

Expenses (178.9) (183.9) (174.5) 

Income 171.6 188.5 161.9 

Net (cost)/revenue from the provision of services (7.3) 4.6 (12.6) 

    

Government contributions 5.8 6.3 6.2 

Operating deficit/(surplus) (1.5) 10.9 (6.4) 

    

6.238 Shared Services’ expenses mostly consist of employee and contractor costs, business 
system expenditure, communication and computing charges, project costs and 
depreciation of information and communication technology assets.  

6.239 Expenses (183.9 million) were $9.4 million (5.4 percent) higher than the budgeted 
amount ($174.5 million) due to higher than expected information and 
communication technology project activity and business systems expenditure by 
ACT Government agencies.  This was partially offset by lower employee costs as the 
number of employees was lower than anticipated in the budget. 

6.240 Shared Services’ income is mainly derived from fees charged for information and 
communication technology, human resource, finance and procurement services. 

6.241 Income ($188.5 million) exceeded the budgeted amount ($161.9 million) by 
$26.6 million (16.4 percent).  Shared Services generated higher than expected 
income due to a greater than expected demand from ACT Government agencies for 
information and communication technology and procurement services.  The higher 
income for information and communication technology services resulted from an 
increase in project activity, business system expenditure and service level agreement 
charges.  The increased fees from the provision of procurement services resulted 
from an increase in capital works activities being undertaken by agencies. 

6.242 Shared Services generated net revenue from providing its services of $4.6 million 
compared to the net cost of services of $12.6 million anticipated in the budget.  This 
better than expected result was due to the growth in income from providing services 
to ACT Government agencies exceeding the increase in expenses from providing 
these services. 
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Audit findings 

Table 6.43:   Status of audit findings (number of findings) 

Previously Reported Resolved New Balance 

4 (4) 2 2 

6.243 Shared Services addressed all previously reported audit findings.  Shared Services:  

• reduced the risk of errors in its financial statements by clearly communicating 
its charges to agencies, including charges relating to the replacement of assets; 
and 

• established formal policies and procedures for the disposal of information and 
communication technology assets.  Implementation of these policies and 
procedures should reduce the risk of assets being improperly disposed of or 
stolen. 

6.244 Shared Services provides a salary packaging service to ACT Government 
employees.  A fee is charged to employees to recover the administrative costs of the 
service.  Shared Services incorrectly accounted for fees charged for providing salary 
packaging services by not fully recognising these as revenue.  This error was not 
material to the 2010-11 financial statements. 

6.245 Shared Services should improve documentation supporting the revaluation of its 
assets to minimise the risk of material errors in its financial statements. 

6.246 Shared Services has agreed to address all audit findings in 2011-12. 
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SUPERANNUATION PROVISION ACCOUNT 

6.247 The Superannuation Provision Account manages the investments set aside to meet 
the defined benefit employer superannuation liabilities of the Territory. The 
ACT Government has a long term target of fully funding the Territory’s 
superannuation liabilities for the Commonwealth Superannuation Scheme (CSS) and 
Public Sector Superannuation Scheme (PSS) by 30 June 2030.  This funding is 
planned to be provided from investment returns and annual budget capital 
injections.11 

6.248 The Territory is responsible for reimbursing the Commonwealth Government for 
superannuation benefits paid to members of the CSS and PSS for services provided 
to the Territory from 1 July 1989.  The Commonwealth is liable for all 
superannuation benefits incurred prior to that date.  The CSS and PSS were closed to 
new members from 1 July 1990 and 1 July 2005 respectively.  These were replaced 
with fully funded superannuation schemes for new Territory employees. 

KEY ISSUES 

• The Audit Office issued an unqualified audit report on the Superannuation Provision 
Account’s 2010-11 financial statements and an unqualified report of factual findings 
on its 2010-11 statement of performance. 

• The Superannuation Provision Account’s operating deficit ($186.9 million) was 
$25.3 million (11.9 percent) lower than the budgeted deficit ($212.2 million) due 
mainly to higher than expected income from investments. 

• The long-term rate of return on superannuation investments (CPI plus 4.4 percent) 
exceeded that achieved in the previous year (CPI plus 4.2 percent).  However, this 
return is below the planned long-term rate of return (CPI plus 5.0 percent). 

• The Superannuation Provision Account’s financial position at 30 June 2011, 
represented by an unfunded superannuation liability of $2 622.8 million, exceeded 
the budgeted unfunded liability of $2 006.5 million by $616.3 million (30.7 percent). 

• The Superannuation Provision Account’s financial position at 30 June 2011 was 
similar to the previous year’s position.  However, its financial position has weakened 
significantly in recent years because the increase in the superannuation liability (due 
mainly to a decline in the discount rate12 used to estimate the liability) has exceeded 
the growth in investments. 

• The failure to achieve planned long-term rates of return on superannuation 
investments and the budgeted financial position increases the risk that the Territory 
will not achieve its objective of fully funding its superannuation liability by 2030. 

                                                 
11 Page 198 of 2011-12 Budget Paper No. 4: Budget Estimates. 
12 The discount rate is used to estimate the present value of the superannuation liability and the superannuation expense.  The 
discount rate used is the yield on the 10-year Commonwealth Government Bond as at 30 June. 
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KEY ISSUES (CONTINUED) 

• The unfunded superannuation liability does not present a significant threat to the 
Territory’s finances in the short-term.  However, significant increases in capital 
injections may be required to achieve the long-term objective of fully funding the 
superannuation liability by the year 2030. 

• The ACT Government plans to review the funding strategy for the superannuation 
liability in 2011-12. 

Financial results 

Table 6.44:  Key results 

 
Actual 

2009-10 
$m 

Actual 
2010-11 

$m 

Budget 
2010-11 

$m 
    

Income 93.1 166.7 80.0 

Net gains on the fair value of investments 120.4 52.6 88.9 

 213.5 219.3 168.9 

    

Expenses (379.1) (410.2) (386.4) 

Net cost of services (165.6) (190.9) (217.5) 
    

Government contributions 1.9 4.0 5.3 

Operating deficit (163.7) (186.9) (212.2) 

    

6.249 The Superannuation Provision Account’s income consists mainly of dividends and 
interest from investments set aside to meet the Territory’s superannuation liabilities 
and net gains in the fair value of investments. 

6.250 Income ($166.7 million) significantly exceeded the budgeted amount ($80.0 million) 
by $86.7 million (108.4 percent) due to higher dividends and interest received from 
investments.  

6.251 The investments held by the Superannuation Provision Account are subject to market 
risk and therefore fluctuate according to the conditions that exist in investment 
markets. 

6.252 Net gains on the fair value of investments ($52.6 million) were $36.3 million 
(40.8 percent) below the budgeted amount ($88.9 million) and $67.8 million 
(56.3 percent) below the previous year’s amount ($120.4 million).  This reduction in 
the fair value of investments partly reflects the receipt of higher investment 
distributions during in 2010-11. 
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6.253 The Superannuation Provision Account’s expenses largely consist of the 
superannuation liability expense.  These expenses were $23.8 million (6.2 percent) 
higher than the budgeted cost, due to a slightly higher than expected superannuation 
liability expense due mainly to the discount rate at 30 June 2010 being lower than 
the budgeted rate. 

6.254 The Superannuation Provision Account’s operating deficit ($186.9 million) was 
$25.3 million (11.9 percent) lower than the budgeted deficit ($212.2 million) due 
mainly to higher than expected income from investments. 

6.255 The Superannuation Provision Account’s 2010-11 statement of performance 
discloses that the long-term rate of return13 on the superannuation investments (CPI 
plus 4.4 percent) exceeded that achieved in the previous year (CPI plus 4.2 percent) 
due to the investment portfolio return for 2010-11 being CPI plus 6.5 percent.  
However, the long-term rate of return achieved to date is below the planned long-
term rate of return (CPI plus 5.0 percent). 

6.256 The failure to achieve budgeted long-term rates of return increases the risk that the 
Territory will not achieve its objective of fully funding its superannuation liability by 
the year 2030. 

Financial position 

Table 6.45:  Financial position 

As at 30 June 
Actual 

2008 
$m 

Actual 
2009 

$m 

Actual 
2010 

$m 

Actual 
2011 

$m 

Budget 
2011 

$m 
      

Investments 2 023.4 1 809.0 2 019.5 2 250.6 2 275.0 

Superannuation liability (3 120.7) (4 061.5) (4 603.4) (4 873.4) (4 281.5) 

Unfunded superannuation 
liability 

 
(1 097.3) 

 
(2 252.5) 

 
(2 583.9) 

 
(2 622.8) 

 
(2 006.5) 

      

Investments to 
superannuation liability 

 
0.65 to 1 

 
0.45 to 1 

 
0.44 to 1 

 
0.46 to 1 

 
0.53 to 1 

      

6.257 The Superannuation Provision Account continues to have insufficient investments 
set aside to fully meet the superannuation liability. 

6.258 The Superannuation Provision Account’s financial position at 30 June 2011, 
represented by an unfunded superannuation liability of $2 622.8 million, exceeded 
the budgeted unfunded liability of $2 006.5 million by $616.3 million (30.7 percent) 
due mainly to the discount rate used to value the liabilities being 5.28 percent 
compared with the budget estimate of 6.0 percent. 

                                                 
13 The long-term rate of return is the annualised return on superannuation investments over the past 15 years. 
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6.259 At 30 June 2011, the Superannuation Provision Account’s financial position, an 
unfunded superannuation liability of $2 622.8 million, was similar to the previous 
year’s position of $2 583.9 million.  However, the financial position has weakened 
significantly in recent years with the unfunded liability increasing by 
$1 525.5 million (an average of $508.5 million or 46.3 percent per annum since  
30 June 2008) because the increase in the superannuation liability (due mainly to a 
decline in the discount rate used to estimate the liability) has exceeded the growth in 
investments.  

6.260 The failure to achieve the budgeted financial position increases the risk that the 
Territory will not achieve its objective of fully funding its superannuation liability by 
the year 2030. 

6.261 The following table shows an actuarial assessment of the estimated annual amounts 
payable to meet superannuation payments in nominal and real terms in future years. 

Table 6.46:  Future superannuation payments schedule 

Year Ending 30 June Nominal Terms14 
$m 

Real Terms15 
$m 

2012 149.4 149.4 

2018 251.9 217.2 

2024 365.5 271.7 

2030 473.1 303.3 

2036 562.6 311.0 

2042 586.1 279.4 

2048 541.4 222.6 

Source: Information on future superannuation payments was obtained from the Treasury Directorate. 

6.262 The annual cash payments to meet the Territory’s superannuation obligations are 
expected to increase steadily for many years.  This is due to: 

• the relatively short period of the Territory’s responsibility for employees’ 
superannuation.  The Territory’s share of the liability will grow significantly 
over the next few decades as the proportion of years of service with the 
ACT Public Service becomes a larger proportion of the total years of service 
provided by its employees; and 

• the age profile of the Territory’s employees.  Over the next few decades, many 
employees will be reaching their retirement age.  The Territory will then be 
required to pay superannuation entitlements that have been accrued over the 
employees’ years of service.  For many employees, the retirement benefits 
provided under the defined benefit schemes will be taken as indexed pensions 
that will continue over the lives of the members and their surviving spouses. 

                                                 
14  Nominal Terms refers to the value of future superannuation payments in today’s money. 
15  Real Terms refers to the value of future superannuation payments in nominal terms adjusted for inflation. 
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Unfunded superannuation liability 

Table 6.47:  Projected unfunded superannuation liability 

As at 30 June 
Budget 

2012 
$m 

Budget 
2013 

$m 

Budget 
2014 

$m 

Budget 
2015 

$m 

     

Investments 2 463.2 2 626.9 2 789.8 2 951.1 

Superannuation liability (4 576.2) (4 822.7) (5 063.9) (5 298.3) 

Unfunded superannuation liability (2 113.0) (2 195.8) (2 274.1) (2 347.2) 

     

Investments to superannuation liability 0.54 to 1 0.54 to 1 0.55 to 1 0.56 to 1 

     

Capital contributions 144.0 147.6 151.3 155.1 

     

Source: 2011-12 Budget Paper No. 4: Budget Estimates, pages 202 and 203. 

6.263 Although planned capital contributions to the Superannuation Provision Account are 
expected to increase, the unfunded superannuation liability is expected to continue 
increasing over the next few years.  The unfunded liability is expected to increase by 
$234.2 million (or an average of $78.1 million or 3.7 percent per annum) by 
30 June 2015. 

6.264 The unfunded superannuation liability does not present a significant threat to the 
Territory’s finances in the short-term.  However, significant increases in capital 
injections may be required to achieve the long-term objective of fully funding the 
superannuation liability by the year 2030. 

6.265 The ACT Government plans to review the funding strategy for the superannuation 
liability in 2011-12. 
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TERRITORY AND MUNICIPAL SERVICES DIRECTORATE 

6.266 The Territory and Municipal Services Directorate (the Directorate) provides 
municipal services to the ACT community.  This includes managing and maintaining 
the Territory’s substantial infrastructure assets.  The Directorate’s wide range of 
services includes the provision of public transport, libraries, shopfronts (Canberra 
Connect), ranger, waste management and linen services. 

6.267 The Directorate was established largely from the former Department of Territory and 
Municipal Services on 17 May 2011 following changes to administrative 
arrangements.  Under these arrangements, the ACT Property Group was transferred 
to the Directorate from the former Department of Land and Property Services.  In 
addition, the: 

• heritage function was transferred to the Chief Minister’s and Cabinet 
Directorate; 

• sport and recreation and Territory venues and events functions were 
transferred to the Economic Development Directorate; 

• transport planning function and support for the Conservator for Flora and 
Fauna were transferred to the Environment and Sustainable Development 
Directorate; 

• road transport and regulation functions were transferred to the Justice and 
Community Safety Directorate; and 

• Territory Records Office was transferred to the Treasury Directorate. 

KEY ISSUES 

• The Audit Office issued an unqualified audit report on the Directorate’s 2010-11 
financial statements. 

• The Audit Office issued a qualified report of factual findings on the Directorate’s 
2010-11 statement of performance because results of three accountability indicators 
were not measured as required by the Financial Management Act 1996. 

• The Directorate’s net cost of services was slightly higher than the budgeted cost. 

• The Directorate has improved important aspects of its governance arrangements. 
These improvements included the finalisation of the IT strategic planning and 
business continuity arrangements. 

• The systems used by the Directorate to report the results of its accountability 
indicators did not always produce reliable results. 

• Improvements could be made to the Directorate’s management of Government 
accommodation tenancies, internal audit arrangements, risk management and the 
maintenance of asset records.   
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KEY ISSUES (CONTINUED) 

• During 2010-11, legislative instruments were prepared under section 19D of the 
Financial Management Act 1996 to amend the targets for some of the Directorate’s 
accountability indicators following changes to administrative arrangements. These 
instruments were incorrectly prepared and did not amend targets for the relevant 
accountability indicators to reflect the period that the Directorate had responsibility 
for the relevant functions. 

• There were instances where there was no evidence supporting the satisfactory receipt 
of goods or services prior to payments being made.  There is a higher risk of 
irregular, erroneous or fraudulent payments when payments can be made without 
evidence that the goods or services have been received. 

Financial results 

Table 6.48:  Key results 

 
Actual 

2009-10 
$m 

Actual 
2010-11 

$m 

Budget 
2010-11 

$m 

    

Expenses (518.7) (508.7) (476.1) 

Income 81.0 55.1 33.8 

Net cost of services (437.7) (453.6) (442.3) 

    

Government contributions 303.3 296.0 306.1 

Net gains from asset transfers and revaluations 67.0 49.2 78.1 

Operating deficit (67.4) (108.4) (58.1) 

    

Capital injections 207.0 224.8 261.1 

    

6.268 The Directorate’s expenses mainly consist of repairs and maintenance and operating 
costs associated with building and facilities, depreciation and amortisation, employee 
costs, grants and purchased services. 

6.269 Expenses exceeded the budgeted cost by $32.6 million (6.8 percent).  This was 
mainly due to: 

• additional depreciation resulting from upward revaluations of property, plant 
and equipment; 

• losses resulting from the downwards revaluation of biological assets16 
(commercial softwood plantations) and plant and equipment assets (largely 

                                                 
16 The Directorate has recognised commercial softwood plantations as a biological asset in accordance with Australian 
Accounting Standard AASB 141: ‘Agriculture’. 
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relating to parks, conservation and land assets, such as playground equipment 
and seats); 

• expenses arising from the demolition of an obsolete bridge at the Glenloch 
Interchange, following the upgrade works being completed on the site of the 
bridge; and 

• the expensing of payments that had been incorrectly classified as capital works 
in the budget. 

6.270 The Directorate’s income was mainly derived from fees charged for the provision of 
property management and linen services. 

6.271 Income exceeded the budgeted amount by $21.3 million (63.0 percent).  This mainly 
reflects unexpected: 

• rent income from the ACT Property Group for the period from 17 May 2011 to 
30 June 2011, because the ACT Property Group was transferred to the 
Directorate on 17 May 2011; and 

• insurance recoveries relating to storm damage and flooding which occurred in 
2010-11. 

6.272 The Directorate’s net cost of services ($453.6 million) exceeded the budgeted cost 
($442.3 million) by $11.3 million (2.6 percent).  

6.273 Net gains from asset transfers and revaluations were $28.9 million (37.0 percent) 
lower than expected.  The value of assets transferred to the Directorate from the 
Land Development Agency was well below budget expectations because adverse 
weather conditions delayed the completion (and transfer) of a number of 
developments being undertaken by the Land Development Agency. 

6.274 The Directorate did not draw down $36.3 million (13.9 percent) of the funds 
appropriated for capital works.  This mainly reflects the: 

• transfer of capital works projects to other agencies as a result of changed 
administrative arrangements; and  

• delays in a number of other projects such as the construction of arterial roads 
for Molonglo and upgrading the Kings Highway and airport roads. 
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Audit findings 

Table 6.49:  Status of audit findings (number of findings) 

Previously 
Reported Resolved Not Resolved New Balance 

17 (9) 8 7 15 

Note: Following an administrative restructure on 17 May 2011, the Directorate is no longer responsible for the audit findings 
relating to the rego.act application.  The Justice and Community Safety Directorate is now responsible for these audit findings.  
These findings are excluded from previously reported audit findings disclosed in the above table.   The Directorate also became 
responsible for one audit finding relating to the former Department of Land and Property Services (ACT Property Group).  This 
audit finding has been included in the previously reported audit findings shown above. 

6.275 The Directorate improved important aspects of its governance arrangements.  For 
example, it: 

• implemented an approved IT strategic plan.  This provides more assurance that 
the acquisition and development of IT systems and infrastructure will be 
effective and responsive to the needs of the Directorate; 

• strengthened its business continuity arrangements by approving business 
continuity plans for all business units.  Approval and testing of these plans 
reduces the risk that critical systems will not recover, and operations will not 
resume promptly should a disaster or some other adverse event occur; and 

• reviewed its risk management arrangements against better practices and 
compliance with a new risk management standard.  This should provide 
additional assurance that the Directorate’s risks will be managed effectively. 

6.276 Some audit findings were not resolved by the Directorate. Around half of the audit 
findings reported in previous years have not been resolved in 2010-11.  In particular, 
the Directorate has not: 

• addressed weaknesses in reporting the results of the accountability indicators 
reported in the statement of performance.  For example, the Directorate did not 
measure results for two indicators (‘Output 1.4: ‘Land Management – 
Responses on development applications referred from ACT Planning and Land 
Authority completed within agreed timeframes’ and Output 1.4: ‘Land 
Management – Respond to developers’ submissions within adopted 
timeframes’) as required by the Financial Management Act 1996.   

Furthermore, systems used to report the results of accountability indicators did 
not always produce reliable results.  There were several instances where the 
results of indicators were corrected because the results did not agree to the 
supporting records, or sufficient and appropriate evidence to support the 
reported result was not readily obtainable; and 

• implemented quality assurance reviews on the work of internal audit providers, 
or developed policies or procedures covering these reviews. 

6.277 The Directorate improved its review of salary break-up reports as there were 
substantially fewer instances where evidence of these reviews was not retained.  
However, to further reduce the risk of incorrect, irregular or fraudulent salary 
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payments, the Directorate needs to ensure that these reviews are consistently 
performed and evidenced as such. 

6.278 On 17 May 2011, the Directorate became responsible for the management of the 
accommodation of most ACT Government agencies when the ACT Property Group 
was transferred to the Directorate from the former Department of Land and Property 
Services.  The Audit Office found that formal agreements, which reflect the terms 
and conditions of the tenancies and identify the respective responsibilities of the 
Directorate and the agency in relation to these tenancies, are yet to be established 
with all agencies. 

6.279 In 2010-11, the Audit Office found that there: 

• were instances where there was no evidence supporting the satisfactory receipt 
of goods or services prior to payments being made.  There is a higher risk of 
irregular, erroneous or fraudulent payments when payments can be made 
without evidence that the goods or services have been received; and 

• is scope for improving the Directorate’s risk management arrangements by 
ensuring that the risk register focuses on the main risks faced by the 
Directorate, and addresses the major financial reporting risks. 

6.280 Section 19D of the Financial Management Act 1996 allows agencies to amend 
targets for accountability indicators when functions are transferred to another agency 
as part of an administrative restructure.  The legislative instruments prepared under 
section 19D were incorrectly prepared and did not amend targets for the relevant 
accountability indicators to reflect the period that the Directorate had the 
responsibility for the relevant functions.  Therefore, comparisons could not be 
readily made between the Directorate’s actual performance and its targets. Such 
comparisons are important and a requirement of the Financial Management 
Act 1996.  This was a finding for some other agencies affected by the administrative 
restructures. 

6.281 The Audit Office recommended improvements to aspects of the Directorate’s 
internal audit arrangements and maintenance of asset records. 

6.282 The Directorate has agreed to address these audit findings in 2011-12. 
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TREASURY DIRECTORATE 

6.283 The Treasury Directorate (the Directorate) is responsible for managing the overall 
financial, budgetary, revenue and economic management functions of the Territory.  
The Directorate also collects taxes, fees and fines on behalf of the Territory. 

KEY ISSUES 

• The Audit Office issued an unqualified audit report on the Directorate’s 2010-11 
financial statements and an unqualified report of factual findings on its 2010-11 
statement of performance. 

• The Directorate’s net cost of services was $11.5 million (21.9 percent) below the 
budgeted cost. 

• While aspects of the Directorate’s internal audit function support its independence, 
there is scope for further improving the independence of this function. 

• The processes and systems used to account for taxes, fees and fines receivables and 
the related allowance for impairment need to be improved. 

• Weaknesses exist in controls over the Directorate’s revenue applications 
(Community2008 and Territory Revenue System). 

Financial results 

Table 6.50:   Key results 

 
Actual 

2009-10 
$m 

Actual 
2010-11 

$m 

Budget 
2010-11 

$m 

    

Expenses (37.6) (44.1) (55.3) 

Income 2.4 3.2 2.9 

Net cost of services (35.2) (40.9) (52.4) 

    

Government contributions 32.9 40.1 49.7 

    

Operating deficit (2.3) (0.8) (2.7) 

    

6.284 The Directorate’s expenses mainly consist of employee costs, supplies and services 
expenses and payments to ACT Government agencies from the Restructure Fund and 
other major capital initiatives. 

6.285 The Restructure Fund is for restructuring initiatives that are expected to provide cost 
savings or longer-term budgetary or economic benefits.  The Capital Improvement 
Project Fund is used to assist agencies meet the cost of urgent, unforseen, or other 
required capital works. 
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6.286 The Directorate’s net cost of services ($40.9 million) was $11.5 million 
(21.9 percent) below the budgeted cost ($52.4 million).  This mainly reflected less 
than expected demand from agencies for funding from the Restructure Fund.  
Agencies also claimed less than expected amounts for major capital initiatives, in 
particular, whole-of-government capital projects (Strategic Asset Management and 
Capital Delivery Planning Initiative) and the Government Office Building Project. 

6.287 Government contributions were $9.6 million (19.3 percent) lower than the budgeted 
amount.  The Directorate did not need to draw down all of its budgeted appropriation 
because of the lower than expected costs referred to above. 

6.288 The Directorate’s territorial operations mainly consist of revenue from taxes, fees 
and fines, Commonwealth grants and dividends.  These sources of revenue are 
discussed in chapter 5. 

Audit findings 

Table 6.51: Status of audit findings (number of findings) 

Previously 
Reported Resolved Partially 

Resolved New Balance 

1 0 1 4 5 

Note:  This table does not include audit findings for the Directorate’s revenue applications (Territory Revenue System and 
Community2008).  Audit findings relating to these applications are reported in chapter 4. 

6.289 The one previously reported audit finding was not fully resolved during the reporting 
period. 

6.290 The capacity of an internal audit function to be independent and report impartially 
depends, in part, on the extent to which this function is free from the influences of 
operational management and responsibility. 

6.291 There are aspects of the Directorate’s internal audit function that support the 
independence of this function.  These include, for example, the Internal Audit 
Committee having an independent chair and Internal Audit Manager reporting to a 
Director in the Office of the Under-Treasurer on internal audit matters. 

6.292 However, the Directorate’s Internal Audit Manager is also a Senior Manager in the 
Accounting Branch, and reports to the Chief Finance Officer in that capacity.  
Therefore, the Internal Audit Manager is not free from the influences of operational 
management and responsibility, particularly in relation to financial management and 
reporting matters.  To further strengthen the independence of the internal audit 
function, the Audit Office has recommended that the Internal Audit Manager be 
freed from these influences.   

6.293 The Directorate has assessed the risk to independence associated with this aspect of 
its internal audit arrangements to be low and has decided not to change them. 

6.294 The Community2008 application is used to process general rates, land taxes, the fire 
and emergency services levy and city centre marketing and improvements levy.  
Weaknesses were identified in the controls over this application. 
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6.295 The Territory Revenue System was used to record taxes and fees revenue.  The 
Directorate has not resolved previously reported weaknesses in controls over this 
application.  Treasury has advised that: 

‘Most of the audit findings will be addressed as part of the Territory Revenue System 
upgrade (due for completion in September 2012), but in the meantime mitigation 
strategies have been put in place to ensure security and performance are not 
compromised. 

It was not considered appropriate that money be spent on the existing system to 
address these concerns until the upgrade is completed.  It was deemed the mitigation 
strategies would suffice until the upgrade.’ 

6.296 Further information on the weaknesses in controls over Community2008 and 
Territory Revenue System is provided in chapter 4. 

6.297 The Directorate needs to improve its processes for accounting for taxes, fees and 
fines receivables and the related allowance for impairment.  For example, the: 

• the rationale used to estimate the impairment of receivables and basis for 
omitting some types of receivables from this assessment, were not adequately 
documented; and 

• aging analysis for taxes fees and fines receivables was inaccurate.  The revenue 
application used to account for this revenue does not have the capacity to 
produce a report that shows the age of receivables. 

6.298 Addressing these reporting weaknesses will improve the information available to the 
Directorate in managing receivables and overdue amounts and reduce the risk of 
errors in the financial statements. 

6.299 The Directorate has provided the following comments in relation to its internal audit 
arrangements: 

‘Internal Audit Arrangements - Independence 

Whilst the internal audit function might appear to fall short of best practice, the 
following continuing measures provide reasonable assurance on the independence and 
effectiveness of the internal audit function: 

• the internal audit work program is approved by the Director-General and 
overseen by the Internal Audit Committee; 

• neither the Financial Controller nor the Chief Finance Officer have operational 
access to any of Treasury’s financial management or revenue systems; 

• internal audits are conducted by independent audit firms that report their 
findings directly to the Internal Audit Committee; 

• an independent person chairs the Internal Audit Committee and reports directly 
to the Director-General.  In addition, the Committee includes two members 
from another Directorate; and 

• the Internal Audit Manager has direct access to the Independent Chair of the 
Internal Audit Committee at all times. 
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The Directorate considers that the current structure adequately addresses the issue of 
independence.’ 

6.300 As noted above, the Audit Office acknowledges that there are aspects of the internal 
audit arrangements that support the independence of the internal audit function.  
Although some of the measures referred to by the Directorate support the 
independence of the internal audit function, they do not fully address the inherent 
weakness in the present arrangements that result from the Internal Audit Manager 
also being a Senior Manager in the Accounting Branch and, in that capacity, 
reporting to the Directorate’s Chief Finance Officer. 

6.301 The Directorate also provided the following comments in relation to the other audit 
findings: 

‘Allowance for Impaired Taxes, Fees and Fines Receivables 

The Directorate considers its allowance for impaired taxes, fees and fines receivables 
to be materially accurate.  However, processes will be improved to ensure that the 
methodology is reviewed and the rationale used to estimate the impairment of 
receivables is properly documented.  

Ageing of Taxes Fees and Fines Receivables 

The Directorate considers the disclosure associated with the ageing of taxes, fees and 
fines receivables to be materially accurate.  However, the Directorate will review and 
improve the processes used to determine the age of its taxes, fees and fines 
receivables.  The Directorate will also liaise with Shared Services ICT and the 
vendors of the Territory Revenue System and Community2008 System regarding 
modifications to produce an aging of receivables report.’ 
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UCU LTD 

6.302 UCU Ltd is a wholly-owned subsidiary of the University of Canberra.  UCU Ltd 
provides goods and services to the staff and students of the University of Canberra 
by operating the campus shop, post office, coffee shop, recreation centre and 
functions and catering service (including refectory food outlets). 

KEY ISSUES 

• The Audit Office issued an unqualified audit report on UCU Ltd’s 2010 financial 
statements. 

• UCU Ltd’s financial results have deteriorated significantly since the previous year. 

• UCU Ltd’s operating deficit, excluding resources provided free of charge from the 
University of Canberra, increased from $1.3 million in 2009 to $2.0 million in 2010. 

• UCU Ltd’s operating deficit, including resources provided free of charge from the 
University of Canberra, increased from $0.2 million in 2009 to $0.9 million in 2010. 

• UCU Ltd’s short and long-term financial positions have weakened considerably 
since 2009.  UCU Ltd would be unable to pay its liabilities without the guarantee of 
financial support that was provided by the University of Canberra. 

• UCU Ltd reduced the risk of errors and fraud by improving controls over cash and 
inventory management at the Stonefest event. 

• UCU Ltd improved the information included in its financial statements by disclosing 
the estimated amount of resources provided free of charge by the University of 
Canberra.   

• UCU Ltd has not addressed the majority of the previously reported audit findings.  
This indicates that its processes for addressing previously reported internal control 
weaknesses are not effective.  UCU Ltd had previously agreed to address these 
weaknesses. 

• Several significant weaknesses in controls over inventory were identified during 
current and previous year’s audits.  These weaknesses expose UCU Ltd to a higher 
risk of errors and fraud. 

• UCU Ltd’s risk management and business continuity arrangements were ineffective. 
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Financial results 

Table 6.52:  Key results (calendar years) 

 
Actual 

2009 
$m 

Actual 
2010 
   $m 

   

Income 4.8 4.7 

Expenses (6.1) (6.7) 

Operating deficit excluding resources received free of charge (1.3) (2.0) 

   

Resources received free of charge from the University of Canberra 1.1 1.1 

Operating deficit (0.2) (0.9) 

   

6.303 UCU Ltd is a not-for-profit entity.  It provides a range of services to the University 
and University community.  Most of its income is generated from its commercial 
activities, including the sale of food, beverage and general merchandise, hire of sport 
and recreation facilities, provision of conference and catering services, academic 
dress hire and staging of live entertainment events.  However, in many commercial 
areas, goods and services are offered at discounted rates to the University 
community. 

6.304 UCU Ltd receives considerable support from the University of Canberra, for 
example, office space is free of charge.  The estimated value of these resources is 
shown separately in the above table to present the financial results generated by 
UCU Ltd from its own operations (i.e. excluding resources received free of charge 
from the University). 

6.305 UCU Ltd’s major expenses comprise employee costs, cost of goods sold and 
administration costs, including rent. 

6.306 Expenses were $0.6 million (9.8 percent) higher than in the previous year.  These 
higher costs were mainly due to increases in: 

• employee expenses, mostly as a result of the recruitment of two additional 
managers for the functions and catering service, and payment of pay rises 
provided under UCU Ltd’s staff agreement; 

• fees paid to artists performing at live entertainment events; and 

• consultants for establishing a new brand name for UCU Ltd’s businesses. 

6.307 UCU Ltd’s financial results have deteriorated significantly since the previous year.  
UCU Ltd’s operating deficit, excluding resources provided free of charge from the 
University of Canberra, increased from $1.3 million in 2009 to $2.0 million in 2010.   
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6.308 UCU Ltd’s operating deficit, including resources provided free of charge from the 
University of Canberra, increased from $0.2 million in 2009 to $0.9 million in 2010. 

6.309 One significant factor in the deteriorating financial results in 2010 was the financial 
impact on food operations of the refectory being closed for renovations for part of 
the year. 

Short-term financial position 

Table 6.53:  Short-term financial position (calendar years) 

As at 31 December 
Actual 

2009 
$m 

Actual 
2010  

$m 

   

Short-term assets 1.0 1.4 

Short-term liabilities 0.7 1.9 

Net short-term assets/(liabilities) 0.3 (0.5) 

   

Short-term liquidity ratio 1.4 to 1 0.7 to 1 

   

Long-term financial position 

Table 6.54:  Long-term financial position (calendar years) 

As at 31 December 
Actual 

2009 
$m 

Actual 
2010  

$m 

   

Assets 1.6 1.8 

Liabilities 0.7 1.9 

Net assets/(liabilities) 0.9 (0.1) 

   

Long-term liquidity ratio 2.3 to 1 0.9 to 1 

   

6.310 UCU Ltd’s short and long-term financial positions have weakened considerably 
since 2009.  The above tables show that UCU Ltd, at 31 December 2010, was unable 
to meet its short or long-term liabilities, and UCU Ltd would be unable to pay its 
liabilities without the guarantee of financial support that was provided by the 
University of Canberra. 
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Audit findings 

Table 6.55:  Status of audit findings (number of findings) 

Previously 
Reported Resolved Partially 

Resolved Not Resolved New Balance 

9 (3) 1 5 5 11 

6.311 UCU Ltd reduced the risk of errors and fraud by improving controls over cash and 
inventory management at the Stonefest event.   

6.312 UCU Ltd improved information included in its financial statements by disclosing the 
estimated amount of resources provided free of charge by the University of 
Canberra. 

6.313 UCU Ltd has not addressed the majority of the previously reported audit findings.  
This indicates that its processes for addressing previously reported internal control 
weaknesses are not effective.  UCU Ltd had previously agreed to address these 
weaknesses. 

6.314 UCU Ltd did not resolve previously reported weaknesses in controls over inventory. 
In particular, UCU Ltd did not ensure that: 

• reconciliations between UCU Ltd’s financial management system and 
inventory system were performed; 

• variances between inventory records and physical stocktake counts were 
adequately investigated and evidenced as such; 

• inventory was written-off by officers with the required delegation; and 

• reasons for inventory write-offs were investigated and monitored. 

6.315 Furthermore, UCU Ltd did not ensure that adequate instructions were provided to 
staff who performed the inventory stocktakes.  This resulted in significant 
unexplained variances between inventory records and stocktake counts.  These 
unexplained variances may indicate the presence of errors, irregularities and fraud. 

6.316 In 2010, the Audit Office also found that UCU Ltd: 

• did not have an approved risk register or risk treatment plans.  This increases 
the risk that UCU Ltd will not effectively identify and manage significant risks 
relating to its operations; and 

• had not finalised and tested its business continuity plan, including disaster 
recovery procedures, to provide assurance that it will be able to resume 
operations promptly in the event of a disaster or other adverse event. 

6.317 UCU Ltd has advised that it intends to address all audit findings. 
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UNIVERSITY OF CANBERRA 

6.318 The University of Canberra (the University) is an institution that provides graduate 
and post-graduate education to students from Australia and overseas. The University 
also performs various research and consultancy activities.  

6.319 The University was established under the University of Canberra Act 1989. 

KEY ISSUES 

• The Audit Office issued an unqualified audit report on the University’s 
2010 financial statements. 

• The University’s operating surplus increased from $1.5 million in 2009 to 
$8.0 million in 2010. 

• The University resolved or partially resolved the majority of the previously reported 
weaknesses in its governance arrangements and internal controls. 

• The University finalised and formally adopted policies and procedures for tender and 
contract management, implemented controls that prevent unauthorised changes from 
being made to vendor details in its financial management system, strengthened 
controls that restrict access to some key business applications, and improved its 
processes for monitoring the resolution of audit recommendations. 

• The University has not addressed control weaknesses in its computer information, 
payment and payroll systems.  These weaknesses expose the University to a higher 
risk of errors, irregularities and fraud. 

Financial results 

Table 6.56:  Key results (calendar years) 

 
Actual 

2009 
$m 

Actual  
2010 

$m 

   

Income 158.6 177.0 

Expenses (157.1) (169.0) 

Operating surplus 1.5 8.0 

   

6.320 The University’s income consists mainly of financial assistance provided by the 
Commonwealth Government and student fee revenue. 

6.321 The University’s income increased by $18.4 million (11.6 percent) from the prior 
year.  The University obtained more: 

• Commonwealth Government financial assistance following an increase in the 
number of Commonwealth Government supported student places; 
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• funding from various Commonwealth Government departments for research 
projects conducted by the University; and 

• student fee revenue from an increase in student numbers. 

6.322 The University’s expenses are mostly represented by employee and other 
administrative costs. 

6.323 The University’s expenses increased by $11.9 million (7.6 percent) from the prior 
year.  This was mostly due to an increase in: 

• employee costs following the recruitment of academic staff in response to an 
increase in student numbers, and payment of pay rises provided for under the 
University’s staff agreement; and 

• administrative expenses, in particular, staff recruitment and development costs, 
minor equipment purchases and management fees paid to the external provider 
of information technology, human resources and financial services. 

6.324 The University’s operating surplus increased from $1.5 million in 2009 to 
$8.0 million in 2010. 

Audit findings 

Table 6.57:  Status of audit findings (number of findings) 

Previously 
Reported Resolved Partially 

Resolved Not Resolved New Balance 

19 (10) 6 3 4 13 

6.325 The University resolved or partially resolved the majority of the previously reported 
audit findings.   

6.326 Two audit findings remain partially resolved because the University has not fully 
agreed with the audit recommendations.  The University has: 

• agreed to implement automated system controls which ‘force’ users to change 
their passwords to gain access to key business applications and systems every 
six months.  However, this frequency is less than that recommended by the 
Audit Office; and 

• not agreed to prevent all users from making changes to computer applications 
on desktop computers without going through the required change management 
process.  The University has advised that it will continue to permit some staff 
to make changes to computer applications on desktop computers as this 
‘allows for flexibility in an academic environment’.  The University has also 
advised that it plans to implement software which would enable changes to be 
made without risk in 2012 to 2013. 

6.327 The University resolved most of the previously reported weaknesses in its 
governance arrangements and internal controls. In particular, the University has: 

• finalised and formally adopted policies and procedures for tender and contract 
management.  Compliance with these policies and procedures should provide 
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the University with more assurance that its procurement and contract 
management processes will be fair, transparent and provide value for money; 

• reduced the risk of payment errors, irregularities and fraud by implementing 
controls which prevent unauthorised changes from being made to vendor 
details in its financial management system; and 

• improved its processes for monitoring the resolution of audit recommendations 
by ensuring that these recommendations were adequately resolved before 
recording them as ‘closed’ on the audit recommendations register. 

6.328 The University also improved controls over computer information systems.  For 
example: 

• some policies and procedures related to security and network operations were 
finalised. Implementation of these policies and procedures should provide 
greater assurance that the network operates effectively; and 

• user access to key business applications was adequately restricted and 
reviewed on a regular basis. 

6.329 However, weaknesses in the University’s governance arrangements and internal 
controls relating to computer information system have not been resolved. For 
example, the University has not: 

• completed or tested detailed business continuity and disaster recovery plans for 
all business units, faculties and key business applications.  Implementation and 
testing of these plans is needed to minimise the risk that operations and 
systems will be promptly resumed, without the loss of information, in the event 
of a disaster or other disruption; 

• documented and approved change management policies and procedures for all 
critical business applications.  These policies and procedures are needed to 
reduce risk of applications not operating as intended because erroneous or 
fraudulent changes have been made to them; and 

• addressed weaknesses in controls over access to some key business 
applications and systems.  For example, there are no automated system 
controls which ‘force’ users to change their passwords on a regular basis.   

6.330 The University has not resolved control weaknesses in its payments and payroll 
systems.  There was often no documented evidence that: 

• goods and services were satisfactorily received before payments were made; 
and 

• payroll reports were being reviewed by the business units and faculties. 

6.331 These control weaknesses increase the risk of errors, irregularities and fraud. 

6.332 In 2010, the Audit Office found that the University needed to: 

• review and update its credit card and travel policies and procedures to ensure 
that they are up to date and minimise the risk of errors, irregularities and fraud; 
and 
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• improve its processes for ensuring that its plant and equipment records are 
accurate. 

6.333 The University has agreed to address the majority of the agreed audit 
recommendations in 2011.  As noted above, the University has not fully agreed with 
two audit recommendations. 
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APPENDIX A REPORTING AND AUDITING  

This appendix provides an overview of the main legislative requirements of the Auditor-
General for auditing and reporting of financial and non-financial results of the ACT public 
sector and those entities in which the ACT Government has a direct financial interest. 

REPORTING AND AUDITING REQUIREMENTS 

The Financial Management Act 1996, Territory-owned Corporations Act 1990, Annual 
Reports (Government Agencies) Act 2004 and Auditor-General Act 1996 provide the 
legislative framework for auditing and reporting. 

The auditing and reporting arrangements are an important means whereby the 
ACT Government is held accountable to the ACT Legislative Assembly and the public, for 
its management of public sector resources. 

Key features of the above-mentioned legislation are outlined below. 

Financial Management Act 1996 

The Financial Management Act 1996 presents the financial management and associated 
accountability requirements of the Territory, its directorates and authorities. 

Among other things, this Act requires the Territory, its directorates and authorities to 
prepare annual financial statements and statements of performance (directorates and 
authorities only) that can be readily compared to budget.  These statements are required to 
be examined by the Audit Office. 

This Act requires financial statements to be prepared in accordance with generally 
accepted accounting practices; Australian Accounting Standards and other mandatory 
professional reporting requirements. 

Territory-owned Corporations Act 1990 

The Territory-owned Corporations Act 1990 presents the reporting requirements of 
Territory-owned corporations.  These corporations are required to appoint the  
Auditor-General as their statutory auditor under the Corporations Act 2001. Consequently, 
the Audit Office performs the audit of the financial statements of these corporations under 
the Corporations Act 2001. 

The Corporations Act requires financial statements of these corporations to present a true 
and fair view and be prepared in accordance with accounting standards and other 
mandatory professional reporting requirements in Australia. 
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Annual Reports (Government Agencies) Act 2004 

The Annual Reports (Government Agencies) Act 2004 requires directorates, authorities and 
Territory-owned corporations to prepare annual reports that provide information on their 
financial and operational performance.  This Act also requires these annual reports to be 
tabled in the Legislative Assembly. 

The annual financial statements and statements of performance and accompanying 
Auditor-General’s audit opinions on financial statements and reports of factual findings on 
statements of performance are published in agencies’ annual reports. 

Auditor-General Act 1996 

The Audit Office primarily operates under the Auditor-General Act 1996.  This Act, 
among other things, provides a legislative mandate for the Auditor-General to conduct 
financial and performance audits of public sector agencies. 

The Act supports the independence of the Audit Office by providing that the Auditor-
General is not subject to direction by the Executive or any Minister in the exercise of the 
Auditor-General’s functions.  The Auditor-General reports directly to the ACT Legislative 
Assembly in undertaking the functions in the Auditor-General Act 1996. 

FINANCIAL AUDITING 

Purpose of a financial audit 

The ACT Legislative Assembly and the community rely on the Auditor-General to provide 
an independent opinion on whether financial statements of the Territory and its agencies 
present a true and fair view of reported performance.   

Audits conducted by the Audit Office are required to be performed in accordance with the 
Australian Auditing Standards. 

Public reporting 

Audit reports 

An independent written opinion is provided based on the Audit Office’s examination of 
financial statements and statements of performance.   

The audit report on financial statements includes an opinion on whether the financial 
statements fairly present the financial results of the reporting agency in accordance with 
Accounting Standards and other mandatory financial reporting requirements in Australia. 

A report of factual findings on a statement of performance advises readers whether any 
matters have come to the attention of the Audit Office that would indicate that the 
statement of performance does not fairly present the performance reported in the statement. 

Audit reports and reports of factual findings are published in agencies’ annual reports and 
accompany the audited financial statements and statements of performance. 
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Types of opinion 

Under Australian Auditing Standards, audit reports and reports of factual findings may 
include modified or unmodified opinions. 

Unmodified opinions 

An unmodified (unqualified) audit opinion is issued when the Audit Office is satisfied, in 
all material respects, that the financial statements or statement of performance is in 
accordance with the relevant reporting requirements and fairly reflects the reporting 
agency’s financial results (financial statements) and performance (statement of 
performance). 

Modified opinions 

A modified opinion may be issued either to highlight a matter affecting the financial 
statements or statement of performance or where the Audit Office is unable to express an 
unqualified opinion.  

The types of modified opinions are briefly explained below. 

An ‘emphasis of matter’ paragraph is included in the report where the Audit Office needs 
to emphasise matters that are relevant to users of the financial statements or statement of 
performance. An emphasis of matter paragraph can be included in either an unqualified or 
a qualified audit opinion. 

A ‘qualified opinion’ indicates that the financial statements or statement of performance 
are overall in accordance with the relevant accounting standards and/or other mandatory 
reporting requirements ‘except for’ certain matter(s) etc.  

An ‘adverse opinion’ is issued where the effect of a disagreement with management on 
accounting requirements or omissions, errors and misstatements in data provided are so 
material and pervasive that the financial statements or statement of performance as a whole 
are misleading or of little use. 

A ‘disclaimer of opinion’ is issued where a limitation on the scope of the audit exists that 
is so material and pervasive that an opinion is unable to be formed. 

Before expressing a modified opinion, the Audit Office is required by the Australian 
Auditing Standards to take reasonable steps to be in a position to express an unmodified 
opinion.  Potential audit modifications are usually averted through consultation with the 
agency.  In almost all cases, agencies will amend the financial statements and statements of 
performance through a consultative process.  However, when unresolved differences of 
opinion occasionally arise between an agency and the Audit Office on significant matters, 
the audit opinion will be modified and include information on these differences. 

Modified opinions are not necessarily a reflection of the integrity or quality of an agency’s 
management because agencies are required to form their own views on their financial 
statements and statements of performance. 
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Reporting on significant matters 

Significant matters, such as control weaknesses or breakdowns, legislative breaches, errors 
or fraud may be identified during audits.  The Audit Office is required by the Australian 
Auditing Standards to report these matters to those responsible for the governance of the 
agency.  These matters are therefore reported in audit management reports provided to 
director-generals, chief executive officers, governing boards and the relevant ministers. 

Matters reported in these audit management reports may be publicly reported to the 
ACT Legislative Assembly to facilitate an appropriate level of accountability to the 
Legislative Assembly and wider community. 
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APPENDIX B ‘EXPECTATION GAP’ 

Purpose 

The main purpose of the work performed by the Audit Office is to provide an independent 
opinion to the ACT Legislative Assembly on whether the financial statements and 
statements of performance of the Territory, its reporting agencies and other entities present 
a true and fair view of reported performance. 

This work is required to be performed in accordance with the Australian Auditing 
Standards. 

Significant matters such as control weaknesses or breakdowns, legislative breaches, errors 
or fraud may be identified during an audit.  The Audit Office is required by the Australian 
Auditing Standards to report these matters to those responsible for governance of the 
agency.  Those responsible for governance of the agency (for example, directors-general, 
chief executive officers, governing boards and the relevant ministers) are responsible for 
addressing significant matters. 

The ‘Expectation Gap’ 

It is recognised in the auditing profession that an ‘expectation gap’ may exist because users 
of Auditor-General’s reports on financial statements and statements of performance may 
tend to assume that the scope of the auditor’s role and responsibilities are wider than they 
actually are.  Therefore, the respective responsibilities of management of the reporting 
agency and the Audit Office need to be understood.  The respective responsibilities are 
outlined below. 

A reporting agency’s management is responsible for maintaining adequate: 

• accounting and other records, and preparing the financial statements and 
statements of performance; and 

• systems of internal controls to prevent or detect errors, irregularities and fraud. 

The Auditor-General: 

• is responsible for forming an opinion on whether the financial statements prepared 
by management present a view that is consistent with the Audit Office’s 
understanding of the reporting agency’s financial position, its operations and cash 
flows in accordance with the Accounting Standards and other mandatory financial 
reporting requirements in Australia.  Similarly, the Office is required to form an 
opinion on whether the accountability indicators included in reporting agencies’ 
statement of performance fairly present the reported performance; 

• does not provide an opinion on the appropriateness of budget information 
included in the financial statements and statements of performance for directorates 
and authorities, or whether a reporting agency could reasonably have been 
expected to achieve budget.  No opinion is provided on the systems, significant 
accounting policies and estimates that have been used in preparing the budget; 
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• does not examine every transaction of the reporting agency. It is the responsibility 
of the reporting agency to ensure that all transactions are checked and correctly 
recorded.  If the Audit Office did this then audits would be prohibitively 
expensive and time consuming.  The Office reviews major systems and examines 
a sample of transactions for all items that are considered material and/or of higher 
risk.  These are items that, if materially misstated as a result of an error or fraud, 
could adversely affect decisions made by users of financial statements or 
statements of performance; 

• conducts audits and provide reports which provide users of financial statements 
and statements of performance with reasonable assurance that they are free of 
material errors.  However, the audit cannot provide a guarantee of absolute 
accuracy of every amount and disclosure made in the financial statements and 
statement of performance; 

• does not express a view on the efficiency and effectiveness with which the 
reporting agency conducts its affairs, nor do they guarantee a reporting agency’s 
future viability; 

• does not express a view on the prudence of decisions made by a reporting 
agency’s management; 

• does not attest to the information accompanying the financial statements or 
statement of performance provided by management to explain the performance of 
a reporting agency.  The Audit Office is only required to check the information in 
any accompanying analysis to ensure that it is not materially inconsistent with the 
information reported in the reports; and 

• responsibility is confined to providing an opinion on an agency’s financial 
statements and statement of performance.  The opinion only considers whether the 
financial statements and statement of performance comply with the provisions of 
the legislation that apply directly to the financial statements and statement of 
performance. 
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