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WHO IS THE AUDITOR GENERAL?

TheAuditor-Generalisanindependentofficer,
establishedunderthe AuditAct 2008(AuditAct)
toconduct, and report on, attest, performance
andotherauditsandinvestigationsinthe’
Tasmanian public sector. TheAuditor-General
has complete discretionin the performance of
his/ herduties, andis notsubjectto control or
directionbyeitherParliamentorthe
government.

The Audit Act governs the powers and functions
ofthe Auditor-General, provrdmgthelega!basrs
for his/her access to all government information
and the freedom to reportfindings arising from
auditsorinvestigationsto Parliament.

WHY WE AUDIT""':

IntheWestmmstersystemofgovernment all
authority for government activity ultimately stems
/fromParliament. Stateentities, asdefinedinthe
Audit Act, are therefore accountable to
: Parllamentforthelruseofptrbtrcresources

" andthe powers conferred on them by
'*P___arliament. The p_rimaryoutcomeoft.he-audit
fu’netierksinele’pendentassuranceregardi‘ng

thepeopleof Tasmania. Initswidestcontextthe
Office servesthe publicinterest.

WHAT DO WE AUDIT?

The Auditor-General is statuterily responsible for-

the attest audit ofthe annualfinancial statements
of approxrmately 182 State entrtres whichinclude =/
government departments, government busmess_,-'

enterprises, state and council owned companies,

pu bllcsectorsuperannuatlonfunds universities,

local government councils and their joint
authorities, statutory authoritiesandtheir
subsidiaries. The Auditor-General is also
responsible for the audit of elements of the
Treasurer's Annual Financial Report |nclud|ng
the Publlc Account Statements

—Irraddltlontofrnancralstatemerrfavdrtﬁhe

Audl.tor;GeneraI also has the authority to
perform audits by arrangement and conducts
approxrmately1009rantacqurtta|aud|ts
annually .

The AuditAct also provrdes the Auditor-General

with the discretionary authorlty to undertake /
performanceaudltsexamlnmgtheeffrcr ncy,

theuseofpublic resources and powers by State effectivenessandeconomy of aState entity, a

entities. Thislinks dlrectly with the Tasmanian
Audit Office’s (the Offlce) purpose WhICh is
to: I

Provide independent assurance to the Parliament
and Community on the performance and account-
ability ofthe Tasmanian Public Sector.

Inprovidingthisfunctionthe Office provides

numberof State entities, orapartofaState. N

entlty ora subsrdlaryofa State entity

. examlnatlonsormvestrgatrons|nto any matter | 4
relatingtotheaccountsofthe Treasurer,a

State entity or a subs.’ldtary ofa State entlty

. examlnatlons or mvestlgatlons mtaany matter

relatingtopublicmoney, othermoneyorto S0

publlcpropertyorotﬁerpreperfy =N
o < A )

« compliance audits examinmg thecoraplrance#-/: .

of anindividual engagement to an acceptablylow byaStateentrfy orasubsrdraryefaStatet 4 Lr B
9ag prably entity, wrthwrrttenIawsorrtsownl‘nternalr yaid

level that aninappropriate conclusion or opinion AN Py s
poIrcres W/ o kD

may be expressed. } L £ ML
. audltsorrem wsoftheFmple_ tions i7",

under“the\StateSeFv/ceActwOO” A S

\_ ) t\. =

The Office assists the Auditor-Generalto pro- N : j k¢
videanindependentviewofthefinancialand PRINCIPLES AND ELEME'NTS ESSENT L_TO\

operational performance of all State entitiesalso ~ AUDITING
referredtointhis statementasclients.

reasonable, but not absolute, independent
assurance.

e i

Reasonable assurance aimsatreducing the risk

THE AUDITOR-GENERAL’S OFFICE

"‘.’. e

Although different types of au__dits are under;—
taken by the Auditor-General, they share general
principlesandelements. The Australian Audit
and Assurance Standards Board’s Framework for
Assurance Engagements providesguidanceon

OUR CLIENTS

Ourprimaryclientisthe Parliament, secondary
clientsare Tasmanian State Entitiesand ultimately
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elementsofanassuranceengagement,thefirstofwhichisrelevanttoadiscussionaboutindependence
—an assurance engagement (including financial and performance audits) must involve a three party
relationship being an assurance practitioner, a responsible party, and intended user. In the public
sector context these parties are the Auditor-General, the State entity being audited and the
Parliament.

Compliancewith these prlnC|pIeSW|II assure users ofreportsprepared byanauditor thathe/sheis:
"« ethical '

mdependentfromanylnfluence mcludmgmfluence byhls/hercllent
competent. -~ '

Elements essentlal to auditing which must be complled with include:

Independence

The cornerstone of auditing is independence. Accordingly, auditors must avoid situations where their
objectivity couldbe compromisedorwherebias couldinfluence theirjudgement. Inthe publicsector,
auditors must be independent from executive government. Thisindependence is enshrined in the
Audit Act, which gives the Auditor-General complete discretion when deciding whether to conduct an
audit, howto carryitoutand howto prioritise any particularmatters.

Ethical behaviour

Auditors must behave ethically. Relevant ethical requirementsinclude the fundamental principles of
professional ethics including:

1. Integrity

2. Objectivity

3. Professionalcompetence anddutyofcare
4. Confidentiality

5. Professional behaviour.

Quality control

Asystemofqualitycontrolisrequiredto be establishedandis requiredtoinclude the followingelements:
Leadership responsibilities for quality within the Office
Relevant ethical requirements

. Acceptance and continuance of client relationships and specific engagements

1

2

3

4. Human resources
5. Engagement performance
6

Monitoring.

Evidence

Audits rely on sufficient and appropriate evidence to form conclusions. Audit staff gather information
andevidencefromawiderangeofsources,includingclientrecords,dataanalysis,interviewswith
relevantofficials,onoccasionsinterviews withmembersofthe publicandsurveys.
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Standards

The Audit Actrequires the Auditor-General to have regard to Australian Auditingand Assurance
Standards when conducting audits orinvestigations. The Office hasintroduced methodologies aimed
atensuringcompliance with these standards. Theycoverplanning, communication, conduct, evidence,
quality assurance, delegations and reporting aspects of an audit.

Access to information

The Audit Act provides the Auditor-General and staff with wide-ranging powers to access information
neededduringthe course ofanaudit,irrespective ofanyrestrictionsondisclosureimposedbyother
legislation. This includes statutory secrecy provisions and Cabinet or commercial-in-confidence
information. The Auditor-General can search the premises of a public sector entityand compel
individuals to provide information. Balancing these powers, the Auditor-General and staff are required
tomaintainthe confidentiality ofanyinformationgatheredinanaudit, oras part ofdecidingwhether
or not an investigation is warranted.

Accountability

Withindependence and wide-ranging powers comes the responsibility to undertake audits efficiently,
effectively,incompliancewithlegislationandtohighstandards. Anumberofinternalandexternal
quality and accountability mechanisms are in place to ensure the Auditor-General and his/her Office
are accountable. Theseinclude reviews of audits and reports by peers and experts, self-assessment
ofthe Officeanditsauditprocessesagainstaframeworkdevelopedbythe Australasian Council of
Auditors-General (ACAG)andindependently run surveys of Parliamentarians and clients. Inaddition,
the Office:

* mustprepareannualfinancial statementsinaccordance with Australian Accounting Standards and
have these audited by an auditor appointed by the Governor

* mustprepareanannualreportinaccordancewiththe State Service Act 2000andtablethisinthe
Parliament

+ is,undersection44ofthe AuditAct, subjecttoanindependentperformance auditeveryfiveyears
the outcomes of which are submitted to the Public Accounts Committee.

Communication

Effective, regularandtimely communicationwith clientsis avital part ofthe auditprocess. Entry
interviews are held to clarify audit scope and decide communication protocols. Significant findings and
emergingissuesaresharedwithclientsthroughouttheaudit. Headsofclientsandthosewithspecial
interests are invited to provide comments forinclusion in anyfinal audit report.

Professional Judgment

Professionaljudgmentisaprocessusedtoreachawell-reasonedconclusionthatisbasedonthe
relevantfactsandcircumstancesavailableatthetime. ltiscriticaltoefficientand effective planning,
performing,andconcludinganaudit. Weuse professionaljudgmenttoobjectivelyfocusonthe most
importantaspectsofanaudit; todeterminethe nature, timing, and extentofauditprocedures; andto
appropriately challenge theaccounting, reporting, and other conclusionsreached and assertions made
by management.
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“recommendations related to an audit, but must
. setout thereasonsforopinionsand conclusions
*_reached. Those charged with governance and
otherinterestedparties, areafforded natural
justiceand proceduralfairnessasreports are
~ finalised by allowingthemtocommentondraft FinansialAudits
/ ~ersionsofthe reportandfortheircomments
/ / tobeincludedin thefinalversion. Onthedaya NN

brief Parliamentarians.
" Inadditiontoreportingto Parllament the
* Auditor-General where he or she deems

Accounts Committeeortothe JointCommittee
~onlntegrity. Also_ sh_ouIdtheAudltor-G_.eneral

. 1A H ARl N or application of a substantiveapproach
_CondUdeth_at ItWOUI‘-.d be—g—a aInStthepUbllc | e | * Assess compliance with accounting
. interesttodisclose sensitiveinformationina ond standards andlegislation

" report,theAuditAct providesalternative.
T\ gwdance mcludmgtheoptmn not to report

_Ou comes from flnancml audits ":

v ﬁ,x".UnderD|V|5tor’r20ftheAud|tAct the Auditor
‘Gene{al|sreqU|redtoreportto Parliamentat

2 mcludé = ARl

Professional scepticism

Inplanning and performing audits, auditors exercise professional judgment and maintain anattitude
of professional scepticism, recognising that circumstances may exist which cause afinancial report or
informationexaminedwhen conducting performance orotheraudits tobe materially misstated.

Probity

Inundertaking auditsinthe public sector, considerationis had to matters of publicinterestand the
frameworkinplaceforthe use ofpublicresources. The AuditActalsoprovidesadditional powers
enhancingthisprobityaspectbyprovidingthe Auditor-Generalthe mandate to“followthedollar”
should it be deemed necessary.

/REPORTING TO PARLIAMENT / 4€)utcomes from performance audits,
' ReportstoParllamenthlghllghtlssuesregardedas

examlnatlons or reviews
importanttoParliamentandoftengenerate \

/ considerable Parliamentary and community UnderDi_vision 2ofthe AuditAct, the Auditor-

debate. Reportsmayinclude anyinformationor Generalr_ﬁaysubmitcompleted reports to both
Houses of Parliament, or the Public Accounts
Comr__nitt_ee,ortheJointCommittee,ornotatall.

TYPES'OF AUDITS

reportistableda presentatlon|susuallyheldto )

» Make contact with client to be audited ™,
» Understand client's business and

control framework
* Assess key risks and mitigation strategies
* Provide audit strategy to client
including approach and estimated co

appmpuate,may release reports to the Pubh‘c

« Detailed controls assessment and testing

L » Share emerging issues y,

~

« Issue management letters

e Issue Independent auditor's report

« Provide responsible Minister with copies
* Report to Parliament on audit outcomes ~ /

s

* Review audit quality
« Seek feedback from client and Parliament
to inform planning of future audits

" leastonceannually on the results of attest audits

thatm h|sorheroplmonareofsuchelgnlﬂcance
- _rtlng These reports may

\ m*attersofﬂgmfleanceansmgfromaudltsof Financial audits provide independent assurance to
'nanclal statements or — ’/ Parliamentandthe publicthattheinformation contained

\.;—-\

mfbrmatfon’foliowmg complehermf any
omphanceor performance audits.

infinancialreportsof State entitiesis presentedfairly,in
accordancewith Australian Accounting Standardsand
applicablelegislation. Whilstnotalegislativerequirement,

N sl — whenconducting annualfinancial audits, we giveregardto

whethertherehasbeenanywaste ofpublicresourcesor
any lackofprobityorprudenceinthe managementor
applicationof publicresources.
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Methodology

Financial audits are conductedin accordance with
Australianauditing standards using arisk-based
auditmethodologydevelopedinpartnership
with other Australian public sectorauditoffices.
Underthismethodology, anauditstrategyis
developed for each client,based on an
assessment of existing management controls
and organisational and environmental risks. This
methodology guidesauditorsthroughthe -

TheAuditActprovidesthe Auditor-General with
the authority to undertake:

+ performance audits examining the efficiency,
~effectivenessandeconomyofa State entity, a
numberof State entities, orapartofa State
entityorasubsidiaryofaStateentity
« compliance audits examining the compliance
bya State entity, with wrrtten lawsorits own-"’
mternal policies. f

financial auditprocess. Themethodologywae—*é\J«Jd"t Activity — Exam'natlons andi

specifically designed forthe management of

auditsinthe Australian publrcsectorand can

include: {

*+ reviewing the pro__bity and propriety of
mattersassociatedwiththe managément
of public resources

—assessmgcomplrance with relevant acts
regulations, Government poIrcresand
other prescrlbed requirements’

+ reporting to Parlrament on matters arlsrng
from audits. \ N

.""Performance _Au_dlts

~
« Preliminary research on topic and client foraudit
« Make contact with client to be audited
» Audit program developed to guide audit

|nvest|gat|ons

TheAudltActprovrdestheAudrtor-GeneraIwrth
the authorrty to undertake:

- examinations or mvestrgatrons into any matter
relatingtotheaccountingandfinancial 7/
~managementofthe Treasurer, aState entrty

_ora subsidiaryofa State entrty

* examinations or mvestrgatrons into any matter
relatrngtopubllcmoney othermoneyorto '
publlcpropertyorotherproperty

Examrnatlom trgatronscanbeassrgned
bytheAudrtor-GeneraItoertherofthe Financial
orPerformanceauditunits. Theauthorltyto
mvestlgate any matter reIatrng to public money or
property provides the mandate for the Auditor-

ETOIIEN . Audit specificati ided to dli s b 6 .
udit specification provided to client y Generalto foIIowthedolIar’ ?ndaccesslthe
fmancra-trecordsotpnyateentrtresrnrecerptof ol

it publicmoniesorproperty. While the provision

| * Undertake testing f

i e e 0 servrcesmaybeatarm slength, thrsdoesnot Yy

'+ Share emerging issues diminish accountabllltyforgood effrcrentservrce 4 \.,;_‘:'%; <y

‘4dehvery , /

« Provide proposed report to client for comment )

« Provide the Treasurer and relevant ministers with
the summary of findings

GETelelgilafed| . Report to Parliament on results of audit, including
client's and Minister's comments -2
=
) « Review audit quality
\\ + Seek feedback from client and Parliament to
Review inform planning of future audits y

Aperformanceauditevaluateswhetheran
organisationorgovernmentprogramisachieving
its objectives effectively, economically and
efficiently, andincompliance with relevant
legislation. Performance audits extend beyond
the examination ofthefinancial affairsand
transactions ofa State entity encompassing wider
management issues consideredto be of
significancetothe community.
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Al audits" areiconducted _ y
internally developedperfortnance auf manualf ~ w7

which complies th_‘reIevantrAustrahaﬁ%udmﬂg ’ -4
standards‘ \\“ Al J

Toplc sel_ctr\orﬁ

The Audrfér-General consrcté?srnany pet‘entral ,
performance audit topics annually\, withafocuson, < .
service deliveryandthe effectivel useotreseUrceS\....
Aselectlonofthesetoprcs|srnQIudédman =
Annual Plan of Work, outlrmngtheproposed
work programofthe Officeforthecoming -
year.The Office uses aseries of steps and
principles to help the Auditor-General




determine which performance audits to
undertake, including consultation with the Public
Accounts Committee. Factors takeninto
accountwhen choosing topics include:

« /potential benefits
+ financial materiality

3-.: riskto service dellver

. extent of prewous audlt and review coverage

STATE SERVICE AUDITS

TheAudltActprOVIdesthe Audltor-GeneraIW|th
/' theauthority to examine the performance and
-exercise of the Employer's functions-and powers

~underthe State Service Act 2000. This provision

- was introduced on 4 February 2013and prowdes
theAudltor-GeneraIW|ththed|scret|onary
mandatetorespondtorequestsfromthe
EmplmrtOInltlate auditsor

Jinvestigations.

The Audltor-GeneraI has decided to initiate
.audits or reviews of relevant aspects of the annual

reporttobe prepared by the Employerunder

sec_t|on 190fthe State SerwceAthOOOand has
developaprogram ofauditsorinvestigations
of relevant areas of publlc sector employment
admlnlstratlon orpractlce &

© INQUIRIES FROM THE PUBLIC

"MembersofthepubllcsometlmeSertetothe
- Auditor-General requesting. areas for investigation

- andaudit, oftenregardlngspeplflcactlonstaken

bypubhcsectoragenmes Whlletheserequests

. ~canbe Crucﬁl*—(lywammgs ofissues related to
- k !~ theeertermaﬂce pr'Lobltyandcomphanceofthe

sdonotalwaysleaddirectly
to perfepmanqe audits ormvestLg_tlons asthey

\\ m1av not: meet the%dﬂor-General s crlter|a of

materlalltyand,nsk \ / U~
4 NeverthelessrtheOfflcetriestoaSS|stpersons

‘“ “who have written tothe‘Ofﬁce byfindingthe
/ y ' ﬂghtchannelforthearcoqcerns Spéélftc requests

“about pubhcsector agenr;les are directedinitially

tothe agencyeoncemed and sometimes referred

té other; accowtabrltty authoritiesthat maybe
better ptacedtodeal withthe matter.

In somecases audits areinitiated.

MATTERS REFERRED FOR AUDIT OR
INVESTIGATION BY PARLIAMENTARIANS
OR BY OTHER INTEGRITY ENTITIES

The Audit Act also includes provisions whereby at
therequestof certain other parties, the Auditor-
General'may,athisorherdiscretion,carryout
anauditorinvestigateanymatter. The
Treasurer; Public Accounts Committee,
Ombudsman, Employer, Integrity Commissionor
anIntegrity Tribunal of the Integrity Commission,

can all refer mattersforconsideration. Any

resultih.g auditor investigationis carried outin
accordance with the Audit Act.

COLLABOiRAJTIVE AUDITS

TheAuditor-GeneraI maycarry outanauditon
behalfoforlncoIIaboratlonWIththeAudltor-

General of the Commonwealth or another State

orTer"rit_o"ry ifthe Auditor-Gene’kal-"feasonably
believes the Commonwealth or that other State
orTerritoryhasaninterestinthe audit.

FOLLOWING UP AUDITS _.
Follow-up audits on specific performance audits

are considered as part of the annual performance

auditprogram. These auditsfocus onthe more
significant projects or recommendations, assess
theoverallimpactoftheauditandare
undertakenin coordinationwith any proposed
Public Accounts Committee follow-ups.

MUTUAL OBLIGATIONS

Understanding the needs, expectationsand
priorities of State entitiesisimportantand the
Office worksinaconstructiveandconsultative
manner withthese entitiestoidentifyareas
whereimprovements can be madein public
administration andservicedelivery. Thesuccess
ofanauditin achievingpositiveoutcomesrelies,
inlargepart, onthedegreetowhichentitiesand
the Office meet theirmutual obligations.

Key obligations are discussed below.
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WHAT WE WILL DO

Knowledge of the business

Wewillhave, orobtain, sufficientknowledge of
eachclienttoenable ustoidentifyand
understandissuesthatimpactonthe
performanceof the entity, financial statements,
programoractivitybeingaudited.

No surprises

Feedback

Anyfeedback toinform the audit or concerns
thatthe Officeisnotmeetingits obligations
should be raised with relevant senior staff of the
Officé,\sotheissuecanbere_sblvedpromptly. .
Each client will also be’ provided with an.
opportunltytoprowdemdependentfeedbackon
the conduct of audits through the Office’s cllent
surveys - /

Weworkona‘nosurprises’basiswith respéctto '

auditfindingssothatclientsareprovided
opportunitiestodiscussthesefindings,andto
improve processeswherethisiswarranted. We
dothisby engaginginongoingdialogue duringan
audit. This dialoguealso contributestoreports
thatareaccurate, evidencedbased, balanced
andfair. \

./' *\.

__Confdentlallty of mformatlon

~ All audit and related mformatlon iS m—conﬂdence
andwe are boundbythe AuditActnotto

- disclose information obtained to any other

‘party, exceptas part of the Office’s normal
reporting arrangements Sensitiveinformation
thatisnot inthe pubhcmterestwﬂlnotbe -
includedin public reports '

Security S (

Wetakereasonable stepstoensurethatall
information provided is stored securely and is
only usedforauditpurposes. \

WHAT DO CLIENTS NEED TO DO

Full and free access

Eachclientisrequiredtoprovide uswithfulland
freeaccessatallreasonabletimestoany
premises,documentsorotherpropertywemay
wish toexamineand make copiesofortake
extracts from.

Reasonable facilities

Eachclientisalsoexpectedtoprovide uswith
reasonable facilities to aid the conduct of an audit.
Thiswillgenerallyinclude asecure office,
computerterminal, telephonewithexternal
accessand accesstoprintingandphotocopying
facilities.
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DEFINITIONS

Acquittal audit—anauditthat certifiestothe true andfairpresentation ofareportonfinancial transactions
relating to a grant.

Attest audit—an audit of financial statements of an entity culminatingin the issue of anindependent auditor’s
reportsoutllmngthelrcompllanceW|th relevantlegislationandaccountingstandards.

Compliance audits-audits almed atassessing compllance by State entltles with laws, regulations orinternal
poI|C|es \ i )

D/rectaud/t aperformanceaudltengagementonanymatteraSS|gnedbytheAudltor -Generaltoexamine,

mves__hgate inspect, review:and report. These audits often express more than just an opinion. These audits

describes conditions within the audited entity, draws conclusions about those conditions, and makes

recommendations designed to improve the administration of the  program or activity examined. These audits

mayconS|dertheoperahonsofan entltylntotal the operations ofaparticular programwithinanentity, or

theymay look at apartlcularactlwtyacrossarangeof3|m|Iarent|t|eSW|ththealm ofidentifyingandreporting
~— bestpractice. A o ".

Economy the acquisition ofthe appropriate quallty and quantity ofﬂnanmal human, phyS|caI andinformation
resou rces atthe approprlate times and at the lowest cost.

Efﬂc:encyjheusepifmanmal human, physwalandmiotmanon resourcessuch thatoutputls maximised forany
given setofresourcelnputs orlnput|sm|n|mlsedforanyg|ven quantltyand quahtyofoutpu%

Effectn/eness the achlevement of the objectlves or other |ntended effects of actlvmes
Employer means the Mlmster admlnlstenng the State Serv:ce\Act 2000.

Examination— arewewofanym ﬂerassessmgtheeff|C|ency, effectlveness economyorcomphancewﬂhwrlt-
tenlawsor regulations: . /o : /

Follow-the Dol/ar—theAudltActprowdesamandatefortheAudltor-GeneraItomvestlgateanymatter
reIatlngtopuJahemeneyorproperty Thlsmcludesaeeessfeeﬂnadual recordsofanyentity, publicorprivate.
The “follow the dollar” mandate aims to ensure accountablllty for good and efficient usage of all public sector
resources L / .

4Investlgat/on arewewofanym—tt—ra erre tlngtotheaccountsofaStateeTt—n|yorareV|ewofanymatter
relatmgtopubllcmoneyorothermoneyortopubllcpropertyorotherproperty

me
|

fas F’erformanceAudlt (Also referred toasa Dlrect Audit),an auditofall ora part of an entity or entities’
e achwhestoassesseconomy and/orefﬂmencyandlopeﬁectlveness

;“f Prob/ty méarﬁlﬁtWty uprlghtness and honesty Itinvolves applying and complying with public sector values
aﬁdd iessuch aﬁmpa |altty aceountabllltyandtransparency Inauditingthe probityroleisone of both

P . L isinganda surmgprobltympubllcsectoractlwtles|spartofeverypubhcofﬂmal sdutytoadopt

- prooesses pfaettoes and behawourthat enhances and promotes public sector values andinterests.

i \Repor!/ﬁgFFamewefk—Jehe underlymg concepts for the preparation and presentation of financial information
W for extemal users. For State entn;res tlmsf |nc1udes compllance with relevant legislation and Australian
( Y _Aocountmg Standards oA 0K

rr e
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