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Yours sincerely
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Summary of
ANAO Performance

Consistent with last year:

we exceeded our targets for performance audits and for better
practice guides.

audited entities accepted 99 per cent of recommendations made in
our performance audit reports.

In addition:

over 90% of financial statement audit opinions were issued within
7 days of the date of signing of the financial statements although
timeframes were generally longer than the previous financial year.

the results of both our Parliamentary and agency surveys were
positive with both client groups recording high levels of satisfaction
with our reports and other services.

we maintained our audit costs below targets.

a potential once-only saving to the Commonwealth of $121.4 million,
and potential annual recurring savings totalling $2.2 million, were
identified through performance audit recommendations.

we met our timeliness standards with performance audits but did
not meet all our Parliamentary tabling commitments.

we implemented a three year Business Plan for 1999-2002 along with
the development of mechanisms to monitor our performance
against that Plan.

our Risk Management Plan was updated to take account of current
strategic and operational risks.

we successfully trialed our Business Continuity Plan using a
simulated disaster scenario.

the first phase of our Management Information System project was
completed with considerable resource commitment to ensure
successful implementation.

we continue to experience a high turnover of staff but have put in
place initiatives to manage this, including a workforce planning
strategy, a continuous recruitment campaign and a focus on
personal development.
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Comment by the
Auditor-General

Performance through Partnership

The Australian National Audit Office (ANAO) fulfils two roles in the
Australian Public Service (APS). Firstly, as an APS agency, the ANAO must
operate in the context of policy and other environmental changes, including
the need to achieve identified outputs and outcomes within legislative,

as well as human and other resource, constraints. The ANAQO’s other role

is as the public auditor—a central element of the Commonwealth’s
accountability framework.

Last year, I discussed the emergence of contract management as an
important and growing element of public administration and the
competitive, or at least contestable, environment in which public sector
agencies now generally operate. This year my comments are directed to the
effects that reforms such as accrual budgeting and accounting, and the wider
adoption of business practices, have had on the public service, and the
ANAQO in particular, as well as outlining some initiatives that are allowing us
to adapt to these shifts in focus. I will also briefly discuss several other
contemporary issues with which the ANAO and other agencies are dealing

in this climate of reform.

In April this year, I released an Occasional Paper ! detailing my thoughts

on a number of these issues. I have received a wide variety of comments
and other feedback on the paper for which I would like to express my
appreciation. Collectively, this feedback has aided in refining my ideas for
this Comment in which I aim to draw together some of the key public sector
issues over the past year.

Coming to grips with the current public
sector environment

A number of key changes have occurred in the APS environment this year
which have affected the ANAO both in its role as an APS agency as well as in
our core business that is, providing independent audit assurance to the
Parliament, agencies and the community. I outline some of these key
changes as I see them and how they have affected my Office in each of its

1 Barrett, P, 2000, Occasional Paper— ‘Developing an Effective Approach to Public Auditing’,
Canberra, April.
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1999-2000 marks
the first year
of operation

under the new
outcomes-outputs
framework

roles. I also address the actions we have taken to tailor our work to this
environment, both during the past year and looking out to the future.

I see these reforms as forming the basis of an evolving and different APS.
The response of agencies to these challenges will largely shape our future.

One of the more recent APS-wide reforms that has impacted on the work of
both the APS generally and this Office has been the introduction of the
accrual budgeting and accounting framework, and, in particular, the
outcomes-outputs approach under which all agencies now budget and
report. Specifying specific outcomes and outputs has not been an easy
process for agencies and has required substantial planning and preparation.
Doubtlessly the process will be refined over the coming financial years.

This is the ANAO's first annual report using the outcomes-outputs
framework and approach. However, our 1997-98, and particularly our
1998-99, report provided a forward-looking perspective by using an
outcomes-outputs approach, to the extent possible, while still meeting the
then program reporting requirements. This treatment should allow this
report to be put into a broader time perspective.

Operating under the Outputs—-Outcomes framework

The first accrual budget was presented to Federal Parliament in May 1999
and covered the 1999-2000 financial year. The accrual budgeting reforms
incorporate two distinct elements. First, the move away from predominantly
cash-based systems by the introduction of accrual accounting to provide more
comprehensive financial information for decision-making and, secondly, the
adoption of an outcomes-outputs framework for agency budgets.

Since the introduction of the outcomes and outputs framework, the ANAO is
aware that some Parliamentary committees have experienced a range of
difficulties in applying the information presented in Portfolio Budget
Statements. The ANAO’s finding in an audit report tabled in July 19992, that
line management and finance areas were generally not well prepared for the
new financial management framework, suggests that some of the problems
being experienced with the new framework may be addressed once agencies
become more familiar with its application. The report made a number of
recommendations aimed at assisting agencies to be better prepared for the
successful implementation of the reforms.

In its performance audit work the ANAO has continued to identify issues

in relation to the new framework that are similar to those questioned by a
number of Parliamentary Members and Senators. Our 2000-2001 Audit

Work Program includes audits that will specifically address the adequacy of
performance information available under the new framework. Consideration

2 Audit Report No.2 1999-2000, Use of Financial Information in Management Reports,
Canberra, July.
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is also being given to producing a better practice guide (BPG) that
summarises relevant good practices identified in these audits, building on
our earlier better practice work in this area.> These audits have been
programmed in response to the apparent concerns of the Parliament
about the adequacy of performance information publicly available under
the new framework.

Partnerships and networking across organisations

The achievement of shared outcomes across organisations, be they public

or private sector, is emerging as a particular challenge in the modern

environment. The current model for a substantial portion of public sector Partnering and
service delivery, as outlined in last year’s Comment, is the purchaser-
provider concept, underpinned by the principles of contestability,
outsourcing and competitive tendering and contracting. As a result, the
APS has been involved in a marked increase in the number and variety of
contract arrangements. Indeed, the skill of effective contract management
is becoming an essential, and highly sought after, characteristic of the
modern APS manager.

networking are
becoming more
widely used

This model has not been without its problems, particularly in terms of the
inflexibilities that can result from traditional methods of contracting.
Consequently, innovations within the APS and between the APS and the
private sector have drawn greater attention to the establishment of more
partnered or networked approaches, where appropriate.

Partnering and strategic alliancing are increasingly being adopted in the
private sector as a means of effectively coordinating activity. Such
arrangements are seen to enable a greater exchange of ideas and information
and allow partners to gain access to knowledge and resources of the other
parties. Specific types of partnering arrangements are becoming more
common both here and overseas. My Office recently tabled a report* that
examined the Commonwealth’s first project alliancing arrangement—for the
establishment of new facilities for the National Museum of Australia and
Australian Institute of Aboriginal and Torres Strait Islander Studies. Not only
is the project delivery strategy the first of its kind for the Commonwealth but,
according to the Department of Communications, Information Technology
and the Arts, project alliancing has not previously been used on a building
construction project anywhere else in the world.

As well, networking of service delivery across agencies envisages more
sophisticated and cooperative approaches to cross-cutting issues and
stresses the importance of partnerships, coordination and joint working.

3 ANAO and Department of Finance 1996, Performance Information Principles, Better Practice
Guide, Canberra, November.
4 Audit Report No.34 1999-2000 Construction of the National Museum of Australia and Australian
Institute of Aboriginal and Torres Strait Islander Studies, Canberra, March. 3
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This is increasingly occurring at the inter-agency level and networking can
be expected to evolve to include strategic arrangements and structures
(including for shared and specific accountability obligations) between public
organisations, private operators and voluntary associations as well as
individual clients and the community generally. Such interaction should in
turn generate new forms of service delivery and redefine the relationship
between government and the community.

There do appear to be indications that the network concept is gaining favour
in Australia in particular areas as a means of delivering more responsive
public services to citizens. For example, one of last year's ANAO reports®
discussed how three welfare agencies were defining their particular outputs
and outcomes and how the outputs of one of these agencies were directly
related to the outcomes of the purchasing departments.

An important aspect of developing networked solutions is the availability of
information to clients. The effective use of Information technology (IT)
continues to help agencies ensure that existing and potential clients have
access to the information they require. IT can also be an effective tool for
improving the cost-effectiveness and quality of services provided to citizens
as a responsive public service. Such arrangements are likely also to be
encouraged through the increased adoption and impact of e-commerce with
its focus on coordination and collaboration in the business environment in
particular and with shared databases as well as greater electronic integration
in a virtual ‘one-stop’ (business entry point) service delivery environment.

More partnered or networked approaches present new governance
challenges for the APS. Although each agency (and the majority of private
sector organisations) has its own corporate governance framework, there
must be a structure that sits over a cooperative arrangement to ensure
proper accountability. This concept can be seen as a ‘virtual corporate
governance’ framework that operates to help the disparate elements of a
partnered or networked arrangement to meet their particular obligations
and also successfully achieve their mutual outputs or outcomes.

An emerging issue for Performance Audits

One aspect of greater private sector participation in public sector activities
that needs to be addressed in a sensible, balanced manner is the former’s
coverage in performance audit reports. Three main interrelated concerns are
access to information, including transparent explanations; requirements of
public accountability, particularly with the use of commercial-in-confidence
arguments; and the possible consequences for a firm’s reputation and
market situation of any adverse comments on public sector management
and administration practices, particularly where there is overseas ownership.

5 Audit Report No.30 1998-99, Performance Information in the Service Level Agreements,
Canberra, January.
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The legal issue of defamation has also arisen on a number of occasions
which can result in the use of language that may be counter to straight-
forward and simple explanations.

The private sector has to understand that the provision of a draft
performance audit report for comment under Section 19 of the Auditor-
General Act 1997 is not a ‘negotiating’ process but is a means of ensuring
that the ANAO has an accurate understanding of the ‘facts’ and that those
‘facts’ are correct. As well, full cooperation in responding on this basis will
save all parties considerable time and cost and engender confidence in the
process. Such responses are best made as suggested amendments to the
draft report so that there is minimal misunderstanding of what is intended.

There will undoubtedly be ongoing ‘teething’ problems but, while the ANAO
will be sensitive to private sector concerns about commercial reputations,
the Parliament will expect full public accountability, particularly on issues of
fair and ethical conduct and protection of the public interest. Conflicts of
private and public interest are not new but their resolution in performance
audit reports is a challenge for all parties without a genuine shared
understanding of what constitutes public accountability.

Directions in public audit

It seems a very simple proposition to state that the business of audit offices
is to audit. However, the influence of both national and international
parliaments, our audit clients, professional bodies and associations, not to
mention technology and the community, has meant that the concept of
auditing has come to mean different things to different people. These
differences in attitude, which also change over time, have impacted not only
on what we audit but also on how we go about our work.

Internal controls, fraud and CEO accountability

Effective control structures are a vital part of providing assurance to clients
and the Parliament that an agency is operating in the public interest, and
that it has established clear lines of responsibility and accountability for its
performance. In contrast, weak internal controls provide an environment
that can increase the risk of fraud. This area of corporate governance has
been a great source of international concern for some time. Recently, a
report from the UKS has sought to reflect some of the best practices used in
designing and operating systems of control, and in incorporating a risk-
based approach to corporate governance arrangements. I consider that the
Australian public sector can learn from, and apply these principles to our
own environment, where appropriate, not only to enhance accountability
but also to improve overall performance.

6 Institute of Chartered Accountants in England and Wales 1999, Internal Control—Guidance for
Directors on the Combined Code, Turnbull Committee, London, September. 5
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We are currently
undertaking a
rolling program
of fraud control
audits across the
Commonwealth

The notion of a control environment has to start from the top of an agency
that is from the Chief Executive Officer and/or the board, together with
senior management. To be effective, control arrangements require clear
leadership and commitment. The accountability of CEOs generally was an
area addressed in some detail in one of my recent reports, in relation to
foreign exchange risk management practices’. Immediately following tabling
of the report, the Government established a task force to examine the audit
recommendations and prepare a Government response to the issues raised.

The prevention and management of fraud are not new issues in the APS.
However, the significant changes that have affected the APS over the last
decade, such as new service delivery options, the greater focus on outcomes,
sometimes to the detriment of proper processes, and the increasing use of
technology and links with communications, have resulted in different
challenges for agencies, particularly in focusing their control systems to
minimise fraud in this dynamic environment. This, in turn, would provide
greater confidence to all stakeholders.

Against the background of changes to the APS environment bearing on
fraud, my Office is undertaking a rolling program of fraud control audits to
provide assurance to Parliament on the preparedness of agencies to prevent
and deal with fraud effectively. Several of these audits have been tabled® with
more underway and planned. We also recently tabled a report of a survey of
fraud control arrangements across some 150 APS entities®.

The requirements for agency managers to establish and maintain policies
and procedures that manage the risk of fraud, and on auditors to provide
assurance on such arrangements, are shortly to be reinforced at the
international level. The International Federation of Accountants is tightening
the International Standard of Auditing 240 on fraud and error, with an
expectation that draft guidelines, presently released for comment from
interest groups, will be adopted as a global auditing standard by the end of
this year. While the existing standard provides guidance to auditors as to how
to treat fraud and error when they detect it, the revised standard will require
auditors and, most importantly, management of entities, to take a more
proactive role in both prevention and detection.

The ANAO’s role continues to be directed not at detecting fraud but to review
all systems bearing on financial management and reporting and report on
significant control issues in our reports. Any apparent fraud is referred to the
Australian Federal Police for investigation.

7 Audit Report No.45 1999-2000 Commonwealth Foreign Exchange Risk Management Practices,
Canberra, May.

8 See Audit Reports No.4 1999-2000, Fraud Control Arrangements in Employment, Education,
Training and Youth Affairs, Canberra, July, No.5 2000-01, Fraud Control Arrangements in the
Department of Industry, Science and Resources and No.6 2000-01 Fraud Control Arrangements in
the Department of Health and Aged Care.

9 Audit Report No.47 1999-2000 Survey of Fraud Control Arrangements in APS Agencies,

Canberra, June.
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Responsiveness to Parliament

The ANAO focuses on the Parliament as our primary client. In particular,
we have a strong working relationship with the Joint Committee of Public
Accounts and Audit (JCPAA). Each year, we submit our forward audit
program (known as the Audit Work Program) to the JCPAA for comment.
However, the ANAO also receives requests (from Parliamentarians, agencies
or members of the public) from time to time to conduct particular audits.
It is then at my discretion as to whether to act on these requests. The
examinations of the Federation Cultural and Heritage Projects Program!®
and the investigation of the implementation of the Magnetic Resonance
Imaging policy!! were two such audits undertaken on request and tabled
during 1999-2000.

Special requests will usually involve a question that the Parliament wants
resolved within restricted timeframes. The conduct of these audits can have
significant resource impacts on my Office. Staff will often need to be
reassigned from other tasks to ensure that those audits of highest priority are
conducted first. The ANAO endeavours to meet as many of Parliament’s
needs as possible, including our commitments discussed as part of our Audit
Work Program. It is a question of balancing competing needs and priorities
as well as having a clear understanding of the Parliament’s business and its
various concerns.

During late 1999 and early 2000, all Members and Senators were asked to Our focus is our
provide feedback on the ANAQO’s service performance by completing a survey  q] ationship with
in written and interview format. The results were positive with 81 per cent of
the respondents reporting a consistently high satisfaction rating on the
quality of ANAO reports and assistance to Parliamentarians. As well, a
number of respondents contributed positive suggestions for ongoing service
provision improvements. We are currently looking at implementing these
suggestions and are taking various measures, including the continuation of
offers to verbally brief those Parliamentarians with an interest in particular
reports, the distribution of the Audit Work Program to all Members and
Senators and placing our six monthly performance audit timetable on our
website for general information.

the Parliament
and, in particular,
the JCPAA

Preparation of the 1999-2000 financial statements

The 1999-2000 financial year saw the deadline for the audit clearance of the
financial statements of 68 of our major client agencies brought forward to
15 August 2000. As well, the deadline for the remainder of our audit clients
was brought forward to 15 September 2000. These events, understandably,
placed considerable pressure on our assurance audit staff to complete audit

10 Audit Report No.30 1999-2000, Examination of the Federation Cultural and Heritage Projects
Program Canberra, February.
11 Audit Report No.42 1999-2000, Magnetic Resonance Imaging Services—Effectiveness and Probity
of the Policy Development Processes and Implementation Canberra, May. 7
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independence,
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the public sector
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testing and reporting within compressed timeframes. As a result, we had to
engage temporarily a significant number of contracted auditors to supplement
in—-house staff to ensure that we meet the agencies’ revised deadlines.

Managing internally to achieve our goals

The success of my Office derives largely from three equally valuable sources—
our independence, our knowledge of the public sector and our people. External
factors can sometimes impact on our ability to enhance and maintain these
core assets. A particular challenge continues to be the recruitment and
retention of our staff. This is an area in which my Office is working hard to find
innovative solutions to overcome the high demand particularly for accounting
skills by both private sector accounting firms and public sector agencies
following the introduction of the accrual budgeting and accounting framework.

In addition to our recruitment and retention strategies, we continue to offer
our staff a wide range of interesting, demanding and professionally satisfying
audit experience and the opportunity to make a difference in nationally
important issues and programs. That approach not only contributes to
personal development but also provides a very satisfying and fulfilling work
environment. Various staff surveys have reinforced that view even where, on
occasions, there have been concerns expressed about aspects of our internal
management. Our strategy is to leverage off that ‘asset’ in both our workforce
and audit product planning in an integrated framework.

Continuous recruitment

Due to the staffing difficulties outlined above, it was considered timely that
we explore the possibility of fostering a more strategic relationship with a
major recruitment agency. A range of measures had been employed prior to
this, with some degree of success, including intermittent use of recruitment
agencies, use of employment flexibilities under our Certified Agreement,
employment of contract staff and use of Australian Workplace Agreements.

A consultant firm was subsequently selected to provide services such as
visually distinctive press advertising, coverage on Internet career sites,
specialist media and direct mail lists and streamlined recruitment practices.
Several recruitment exercises have taken place since the inception of the new
arrangements and these have been successful in attracting new staff.

Workforce planning

In addition to our continuous recruitment initiative, the ANAO also entered
into a contract for a more strategic and long term approach to its workforce
planning. A consultant firm has been engaged to:

» identify recognised workforce planning best practices, policies and
strategies that address the key issues of staff recruitment, staff retention
and succession;
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»  benchmark ANAO workforce performance;
We have put in

place a number of
human resource
management
strategies

» recommend an approach that ensures ongoing alignment between our
business objectives and workforce needs; and

» recommend innovative short and long term approaches to recruitment,
retention and succession. This will include an analysis of our current and
future workforce needs and an analysis of work design and workforce
management processes.

The first phase of the consultancy has involved extensive discussions with
current and ex-staff and an analysis of data on demographics and turnover.
A number of short-term initiatives have been identified and these are
currently being progressed by the Steering Committee.

Mentor Program

My Office introduced a Mentor Program during 1999-2000 which is available
to all staff at any stage of their career at the ANAO. There are significant
benefits to be gained for both mentors and recipients. All staff have been
invited to participate in this program. Many people credit their successful
work-life to the fact that they have a mentor or several mentors as significant
role models who have assisted them to clarify issues, consider options in
decision making and provide support or advice when needed.

The mentoring relationship should not interfere with the supervisor’s role. The
mentor has no formal role in the performance management or appraisal of the
person concerned—this role remains a key responsibility for the supervisor.
This is not to say that the supervisor cannot assume some part of a mentoring
role if that suits a particular staff member. That said, we usually advise the
latter to seek another internal or external person or persons as a mentor.

The ANAO’s Mentor Program is informal and is intended to provide some
assistance to those staff who have identified their desire to either be a
mentor or to have a mentor. We intend to review the Program at the end of
2000 to ascertain its success, including consideration of a more formal
process in the future.

Our second Certified Agreement

An evaluation of the ANAO Certified Agreement 1998-2000 was conducted to
provide us with an appreciation of the operation of the Agreement itself, the
effectiveness of its major initiatives and the financial implications for the
ANAO of the implementation of its key elements.

The report from the evaluation concluded that the significant changes in the
Agreement, such as the salary increases, the introduction of the new
classification structure and the development of the Work Level Standards,
have been introduced effectively within agreed timeliness. The report noted
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our peers

that some of the more specific aspects that need to be considered for future
ANAO agreements include:

» possible modifications to the ANAO classification structure;

» measures aimed at achieving a more effective and consistent application of
the work level standards;

» areview of the personal leave arrangements to achieve a more satisfactory
balance between the particular requirements of staff for such leave and the
interests of the organisation;

» more effective mechanisms for managing cases of poor performance;
»  further simplification of the travelling allowance processes; and

» the nature and role of future consultative arrangements.

These areas are being addressed as part of the second ANAO Certified
Agreement process, which is currently underway. A timetable of proposed
actions and an issues paper was developed and the schedule is proceeding
as planned. As with many other agencies, the second agreement will find it
difficult to identify ongoing commensurate productivity improvements to
justify enhanced conditions, including remuneration. We intend to conduct
the vote on our second Certified Agreement in October.

Improving our service delivery

The ANAO is constantly searching for new and innovative ways to deliver its
services to clients. During this past year, we have established a dedicated
research and development branch that is responsible for knowledge
management issues within the organisation. In addition, we are devoting
significant senior executive and audit manager time and effort to work
cooperatively with agencies and bodies, in particular with their audit
committees as important elements of their corporate governance frameworks.

The ANAQ’s capacity to deliver quality auditing services is also enhanced
through maintaining strong relationships with our public sector peer groups
in Australia and overseas and with the various professional accounting and
auditing bodies. We have close links with several national and international
auditing organisations through which we assist with the development of
auditing standards, professional practices and exchanges of experience.
We also work closely with major accounting firms and professional
accounting bodies to set and maintain professional and ethical standards
internally. Outsourcing of selected activities and the contracting-in of
specialist expertise to assist on particular audits have also provided us with
opportunities to extend and develop our knowledge and skill base.

Our integrated audit products (which I discussed in some detail in last year’s
comment) have been further refined and now include a client newsletter—
Opinions—to better inform Parliament, agencies and other stakeholders
about new developments in the profession, ANAO services and forthcoming
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reports and other publications. As well, the ANAO now provides two controls
reports each year to Parliament—the first detailing the results of an
assessment of the control structure of major entities'? while the second
provides a summary commentary on the results of all financial statement
audits undertaken in the 12 month audit cycle ending in October of each
year.!3 We are also working more closely with a range of Parliamentary
Committees and their Secretariats on issues arising out of audit reports,
particularly in background briefings.

Future directions

In managing ourselves, we are continually looking to the future, in particular,
the medium to long term issues and other challenges that face auditing and
the ANAQ, in developing strategies to successfully deal with those issues and
challenges. A major challenge is to create and maintain the breadth, and
particularly the depth, of public sector knowledge and skills, complemented
by outside expertise and information systems, that will be capable of
delivering the required outputs and outcomes efficiently, effectively and
ethically. That will largely depend on ANAO management providing an
environment that is conducive to that result, including, in particular, the
professionalism and commitment of our staff and positive relationships with
all our stakeholders, notably the Parliament.

We, as public sector auditors, have to be prepared also to respond to
changing governance arrangements as part of the bureaucracy. We also have
to respond as part of the profession of accounting and auditing working
closely with the relevant professional bodies and associations. The prospects
of developing contributory partnerships both with private and other public
sector organisations have to be fully investigated as to the possibilities for
shared contributions while maintaining the credibility and legitimacy of the
independent public sector auditor.

I'would like to convey my sincere appreciation regarding the efforts of my
staff this past year. They have operated in a climate that included the
compression of financial statement deadlines, additional specific requests
from Parliament for performance audits, the first year of practical operation
of the outcomes-outputs framework, preparation for the advent of the year
2000 systems issues and the goods and services tax and a high turnover of
key staff. This has been in addition to the ongoing challenges of maintaining
a high standard of public sector audit that is our day-to-day business.

The success of this office during 1999-2000 is a direct reflection of the
ongoing commitment by our people which is publicly acknowledged.

12 Audit Report No.52 1999-2000, Control Structures as Part of the Audits of Financial Statements
of Major Commonuwealth Agencies for the Period Ended 30 June 2000, Canberra, June.

13 Audit Report No. 21 1999-2000, Audits of the Financial Statements of Commonwealth Entities
for the Period Ended 30 June 1999, Canberra, December.

We depend on the
professionalism
and commitment
of our staff

11
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Overview

The Auditor-General’s role and responsibilities

The Auditor-General, through the Australian National Audit Office (ANAO),
provides an independent review of the performance and accountability of
Commonwealth public sector agencies and entities. Through the delivery of
an integrated range of high quality audit products that are timely, cost
effective and consistent with public sector values, the ANAO aims to meet
the need and expectations of the Parliament, the Executive and audit clients
and to add value to public sector performance and accountability.

The Auditor-General Act 1997 provides a legislative framework for the Office
of the Auditor-General and the ANAO. The Act establishes the Auditor-
General as an ‘independent officer of the Parliament’—a title that symbolises
the Auditor-General’s independence and unique relationship with the
Parliament. The Act also outlines the mandate and powers that the Auditor-
General, as the external auditor of Commonwealth public sector entities.

The Auditor-General’s mandate extends to all Commonwealth agencies,
authorities, companies and subsidiaries with the exception of performance
audits of Government Business Enterprises (GBEs) and of persons employed
or engaged under the Members of Parliament Act 1994. Performance audits
of wholly owned GBEs may only be undertaken at the request of the
responsible Minister, the Finance Minister or the Joint Committee of Public
Accounts and Audit (JCPAA).

Organisation

The ANAO is organised internally into two services groups supported by a
Corporate Management Branch (CMB) and a Research and Development
(R&D) Branch. The Assurance Audit Services Group (AASG) provides
independent assurance on the financial statements and financial
administration of Commonwealth public sector entities to the Parliament,
the Executive, Boards, Chief Executive Officers and the public. The Group
aims to improve financial administration and management and public
accountability matters by adding value through the timely delivery of cost-
effective audit services. The Performance Audit Services Group (PASG) aims
to improve public sector administration and accountability by adding value
through an effective program of performance audits and related.

The majority of ANAO staff are located in Canberra with a small regional
office in Sydney. The organisation and senior management structure of the
ANAQO, as at 30 June 2000, is shown in Figure 1.



Figure 1: Organisation and senior management structure
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The ANAO’s Outcome-Output framework

For Portfolio Budget Statements (PBS) purposes, the ANAO is part of the
portfolio of Prime Minister and Cabinet. The 1999-2000 financial year saw
the formal introduction of the new outcomes-outputs framework. The
ANAO’s 1998-99 Annual Report outlined its first Outcomes and Outputs
structure. In compiling its 2000-2001 PBS, the ANAO reviewed that
Outcomes and Outputs structure in the light of experience to date and the
guidance issued by the Department of Finance and Administration in
November 1999. The ANAO also took into account the views of the Senate
Finance and Public Administration Legislation Committee in its report on
the format of PBSs.

As aresult, the following minor changes have been made to the ANAO’s
Outcomes and Outputs:

» the Outcome relating to Improvement in Public Administration has been
amended to read:

Improvement in Public Administration

‘independent assessment of the performance of selected Commonwealth
public sector activities including the scope for improving efficiency and
administrative effectiveness’; and

» the Outputs Benchmarking Services and Better Practice Guides have
been moved from Output Group 1, Performance Audit Services, to Output
Group 2, Information Support Services.

These changes are shown in this year’s Annual Report to provide a forward
looking perspective, although financial information will reflect the
Outcomes-Outputs framework outlined in the 1999-2000 PBS.

Figure 2 shows the ANAQ'’s current Outputs and their relationships through
Output Groups, to the ANAQ’s Outcomes.

The three Output Groups contribute in varying degrees to the achievement
of the ANAO’s Outcomes, as shown in Figure 3. In 1999-2000, each Output
Group was estimated to contribute to each Outcome as follows:

»  Performance Audit Services—75 per cent to Outcome 1 and 25 per cent to
Outcome 2.1

» Information Support Services—50 per cent to Outcome 1 and 50 per cent
to Outcome 2.

»  Assurance Audit Services—10 per cent to Outcome 1 and 90 per cent to
Outcome 2.

These allocations are overall averages and may vary across individual audits.

14 For 2000-01, Performance Audit Services is estimated to contribute 67 per cent to Outcome 1
and 33 per cent to Outcome 2.
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Figure 2: The ANAO'’s Outcome-Output framework
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For many years the ANAO has operated on a cost recovery basis, including
the cost of audit support services. The move from the program structure to
the outcome-output framework formalises our approach so that all the costs
of audit support elements continue to be attributed to the costs of producing
outputs and of achieving the desired outcomes. The change for the ANAO is
that the cost of audit support is no longer identified separately.

The next major section of this report, ‘Reporting on Performance’ (page 21),
outlines each of the ANAQO’s Output Groups and details the performance of
those groups in achieving the ANAO’s Outcomes. The financial resources, on
an Outcome-Output basis, for the ANAO for 1999-2000 are summarised in
Table 2 at page 18. Tables 3 and 4 (pages 19 and 20) detail the financial
resources for each of the outcomes.

The ANAO’s financial statements for 1999-2000 are at Appendix 2, which
also includes a commentary on the ANAO’s financial performance for the
financial year.

Relationship to program structure

Table 1 provides details of the ANAO’s Outcome-Output framework and its
relationship to the former program structure.
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Table 1: Relationship between the ANAO's new Outcome-Output structure and former program structure

ANAO PROGRAM STRUCTURE ANAO OUTCOMES AND OUTPUTS

Program 13—Public Administration
and Accountability

The Auditor-General is responsible for the
audit of Commonwealth agencies, statutory
authorities and most Commonwealth-owned
and controlled companies.

The ANAO assists the Auditor-General to carry
out his duties and responsibilities under the
Auditor-General Act 1997 and other relevant
legislation.

Outcomes

1. Improvement in Public Administration (a)

A more efficient Australian Commonwealth
public sector implementing better practices in
public administration.

2. Assurance (b)

Independent assurance of Commonwealth
public sector financial reporting,
administration, control and accountability.

Sub-programs

Sub-programs 13.2 Performance Audit

To improve public sector administration and
accountability, and to identify better practices
by adding value through a cost-effective
program of performance audits and related
products reported to Parliament.

Sub-program 13.3 Audit Support

To work in partnership with its customers

to deliver sound corporate strategies and
superior services to the ANAQ, its businesses
and people.

Sub-program 13.1 Financial

Statement Audit

To contribute to improvements in financial
administration and management and public
accountability matters by providing
independent assurance to the Parliament, the
Executive, Boards, entity management and the
public on the financial statements and
administration of Commonwealth public
sector entities.

Output Groups
1. Performance Audit Services
Performance Audit Reports

Financial Control and Administration
Audit Reports

Other Audit and Related Reports

2. Information Support Services
Assistance to Parliament

Benchmarking Services

Better Practice Guides

National and International Representation
Client Seminars

3. Assurance Audit Services

Financial Statement Audit Reports
Assurance Control and Assessment Reports
Protective Security Reports

Other Attest Reports

Notes:

(a) This is an outcome which is shared to a varying degree by all government organisations, making it
difficult to measure the ANAO’s contribution from its outputs. The ANAO does, however, use surveys
and a range of other indicators to gauge its contribution to this Outcome.

(b) While all APS organisations should provide a degree of assurance to the Government and the
Parliament about the accountability framework they have put in place, it is the independent
assurance that the ANAO provides that is to be assessed under this outcome.

17
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Financial resources summary

Table 2: Resources for Outcomes

Summary—ANAO

BY OUTCOME $’000*
Actual
1999-2000
Outcome 1 17 030
Outcome 2 28 409
Subtotal Outcomes 45 439

Revenue from Government (Appropriation)
for Departmental Outputs 40 654
Revenue from other sources 1693
TOTAL FOR OUTCOMES 49 304

(Total price of outputs and administration expenses)
BY OUTPUT GROUP $’000*
Actual
1999-2000
Output Group 1 (Performance Audit Services) 18 545
Output Group 2 (Information Support Services) 1079
Output Group 3 (Assurance Audit Services) 25815
Subtotal Output Groups 45439

Revenue from Government (Appropriation)
for Departmental Qutputs 47 611
Revenue from other sources 1693
TOTAL FOR OUTCOMES 49 304

(Total price of outputs)
Average Staffing Level 267

* All amounts have been rounded to the nearest $1000. Totals are the rounded sums

of unrounded figures.
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Table 3: Resources for Outcome 1

Outcome 1—Improvement in Public Administration

$’000 $’000 $’000
Budget* Actual Budget*
1999-2000 1999-2000 2000-01

PRICE OF AGENCY OUTPUTS

Output Group 1.1 (Performance Audit Services)

Output 1.1.1 Performance Audit Reports 11043 10 681 11852
Output 1.1.2  Financial Control and Administration Reports 602 934 577
Output 1.1.3 Benchmarking Services * 499 448 -
Output 1.1.4 Better Practice Guides * 1016 473 -
Output 1.1.5 Other Audit and Related Reports 980 1374 1173
Subtotal Output Group 1 14 139 13910 13 602

Output Group 1.2 (Information Support Services)
Output 1.2.1 Assistance to the Parliament 473 380 517
Output 1.2.2 National and International Representation 308 150 172
Output 1.2.3 Client Seminars 101 10 32
Output 1.2.4 Benchmarking Services* - - 304
Output 1.2.5 Better Practice Guides * - - 431
Subtotal Output Group 2 881 540 1456

Output Group 1.3 (Assurance Audit Services)
Output 1.3.1 Financial Statement Audit Reports 2362 2513 2680
Output 1.3.2 Assurance Control and Assessment Reports 313 14 114
Output 1.3.3 Protective Security Reports 27 26 5
Output 1.3.4 Other Attest Reports 22 27 38
Subtotal Output Group 3 2724 2 580 2837
Subtotal Output Groups 17744 17 030 17 895
Revenue from Government (Appropriation) for

Agency Outputs 17 832 17 832 17 895
Revenue from other sources 388 634 695
TOTAL FOR OUTCOME 1 18 220 18 466 18 590
(Total price of outputs) 18 220 18 466 18 590

*

The ANAO has reviewed its Outcomes and Outputs structure for the 2000-01 year and, as a result, the
Outputs Benchmarking Services and Better Practice Guides have been moved from Output Group 1
Performance Audit Services to Output Group 2 Information Support Services. Comparative figures for
1999-2000 have not been adjusted to reflect these changes.

19



The Auditor General
Annual Report 1999-2000

Table 4: Resources for Outcome 2

Outcome 2—Assurance

$’000 $’000 $’000
Budget* Actual Budget**
1999-2000 1999-2000 2000-01
PRICE OF AGENCY OUTPUTS
Output Group 2.1 (Performance Audit Services)
Output 2.1.1 Performance Audit Reports 3681 3561 5940
Output 2.1.2 Financial Control and Administration Reports 200 310 284
Output 2.1.3 Benchmarking Services * 166 149 -
Output 2.1.4 Better Practice Guides * 339 158 -
Output 2.1.5 Other Audit and Related Reports 326 457 578
Subtotal Output Group 1 4712 4635 6 802
Output Group 2.2 (Information Support Services)
Output 2.2.1 Assistance to the Parliament 472 379 517
Output 2.2.2 National and International Representation 307 150 172
Output 2.2.3 Client Seminars 101 10 32
Output 2.2.4 Benchmarking Services * - - 304
Output 2.2.5 Better Practice Guides * - - 431
Subtotal Output Group 2 880 539 1456
Output Group 2.3 (Assurance Audit Services)
Output 2.3.1 Financial Statement Audit Reports 21261 22 625 22509
Output 2.3.2 Assurance Control and Assessment Reports 2816 128 1025
Output 2.3.3 Protective Security Reports 242 236 45
Output 2.3.4 Other Attest Reports 201 246 341
Subtotal Output Group 3 24 520 23235 23920
Subtotal Output Groups 30112 28 409 32178
Revenue from Government (Appropriation) for
Agency Outputs 29779 29779 32178
Revenue from other sources 459 1059 692
TOTAL FOR OUTCOME 2 30 238 30 838 32870
(Total price of outputs) 30238 30838 32870

* The ANAO has reviewed its Outcomes and Outputs structure for the 2000-2001 year and, as a result, the
Outputs Benchmarking Services and Better Practice Guides have been moved from Output Group 1

Performance Audit Services to Output Group 2 Information Support Services. Comparative figures for

1999-2000 have not been adjusted to reflect these changes.

20



Reporting on Performance

The ANAO’s internal scorecard is provided as an introduction to the
‘Reporting on Performance’ section. This is intended to provide an
overview of ANAO performance including factors not considered as
part of reporting against the PBS.

Reporting on the ANAO’s performance for 1999-2000 is then structured
in accordance with the ANAQO’s Outcome-Output framework (as
outlined in the ‘Overview’ section).

The performance measures that relate to the three Output Groups are
quantitative in nature and are essentially concerned with issues of
efficiency and productivity in delivering audit products. The measures
relate primarily to quantity, timeliness and cost. The costs shown are
the full accrual-based costs where specific audit costs are allocated
directly to each Output and indirect costs are allocated on the basis of
the hours charged to each Output as a percentage of total hours.

The Outputs’ contributions to the achievement of the ANAO’s
Outcomes are also discussed. These sections relate primarily to the
impacts (outcomes) that the ANAO’s Outputs have on the Parliament,
public sector entities and public sector administration in general.
Both quantitative and qualitative measures are used to assess the
ANAQO’s performance.

This approach is intended to provide readers with an understanding of
the link between the ANAO’s products (Outputs) and their resulting
impacts (Outcomes). In turn, it will assist readers to assess how cost-
effectively the ANAO is delivering its products and to what extent the
ANAQO is achieving its agreed Outcomes.

These sections are followed by a discussion of the ANAO’s internal
management, entitled ‘Management and Accountability’. This section
focuses on the delivery of corporate strategies and services to support
the cost-effective delivery of quality audit products and the
achievements of the ANAO’s Outcomes. The discussion focuses on the
major managerial and support activities undertaken in the ANAO.

ANAO Scorecard page 22
Output Group 1—Performance Audit Services page 23
Output Group 2—Information Support Services page 36
Output Group 3—Assurance Audit Services page 42

Management and Accountability page 50
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ANAO Scorecard 1999-2000

Key Result Area (KRA) 1 Target Actual KRA 2 Quality Products Target Actual
Meeting Clients’ Needs and Services
Parliament acknowledges the value of Audit Services:
the ANAO's contribution through: » percentage completed in
» parliamentary survey results 90% value role  80% accordance with timetables 100% 87%
of ANAO satisfaction » percentage completed within

» Committee support of General approved budgets:

audit recommendations 100% support — performance audit services 100% 93%
Public sector organisations acknowledge ~ 90% recognise — assurance audit services 100% 81%!6
the value of the ANAO's contribution, value added » quality assurance results meet
based on client satisfaction surveys, of: minimum standards 100% 100%'7
» performance audit services 70% » ratio of estimated financial
» assurance audit services N/A!® benefits to the total cost of
Recommendations supported by performance audit outputs 2:1 3.4:1
audited agencies 90% 99% » Number of performance

audit reports 54 52

KRA 3 Highly Performing People Target Actual KRA 4 Good Business Management Target Actual
Public sector organisations acknowledge 75% rate 70% Audit costs are maintained within ~ $114-118 $113.90
knowledge, understanding and skills satisfactory CPI increases per hour per hour
of ANAO staff through: or above
» client satisfaction surveys Achieving established outputs (PBS): As per Overall
» formal client comments » assurance audit services PBS outputs
Internal initiatives and processes 75% rate 99% of perf.  » performance audit services achieved
support performance: satisfactory assessments  Corporate management
» staff survey results or above satisfactory =~ performance:
» performance management results or above » survey of Service Groups Satisfactory ~ High level of
Turnover managed within targets <20% 27% » percentage of resources applied or above satisfaction
Professional development targets met 40 hours pa 45 hours pa to corporate support 11.5% 12.8%

15 No Assurance Audit Client Survey was undertaken this year.

16 Based on 1998-99 audit cycle.

17 Anindependent review of completed audits indicated that, in all cases (100%), the audit work supported the audit report. The review also identified the need for
improvements in a number of areas, particularly in terms of documentation.

000Z-6661 Hoday jenuuy

|eJausD J0NPNY 3y L



Reporting on Performance

Output Group 1: Performance Audit Services

The Outputs that comprise Output Group 1 are:
» performance audit reports;
» financial control and administration (FCA) audit reports; and

»  other audit and related products.

The following summarises the ANAQO’s performance against each of the
Outputs from Output Group 1. Details of the financial resources for
performance audit services are detailed in Tables 2, 3 and 4 on pages 18 to 20.

Performance audit reports

The Auditor-General Act 1997 permits the Auditor-General to conduct at any
time a performance audit of an agency, a Commonwealth authority or
company (other than a GBE, or any of its subsidiaries). The Auditor-General
may conduct a performance audit of a GBE, or any of its subsidiaries, if the
responsible Minister, the Finance Minister or the Joint Committee of Public
Accounts and Audit (JCPAA) requests the audit. The Act defines a
performance audit as a ‘review or examination of any aspect of the operations
of a body or person’. In accordance with accepted auditing practice,
performance audits are an independent, objective and systematic
examination of the operations of a body for the purposes of forming an
opinion on whether:

» the operations have been managed in an economical, efficient and
effective manner;

»  internal procedures for promoting and monitoring economy; efficiency
and effectiveness are adequate; and

» improvements might be made to management practices (including
procedures for promoting and monitoring performance).

Reports of the ANAQO’s performance audits are tabled in the Parliament.
Typically, performance audits examine the use of resources, information
systems, performance measures, monitoring systems and legal compliance.
In seeking to improve administration, performance audits often identify
exemplary practices, which are then incorporated into better practice guides
(BPGs) for dissemination throughout the APS. BPGs are discussed in detail
under Output Group 2.

Because of the size, complexity and diversity of most Commonwealth
entities, a performance audit usually examines only selected segments of
their operations. General performance audits are audits which address the
same issue or activity in a number of entities and may have widespread
application across the Commonwealth public sector.
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Audit topics are selected on two grounds:

»  firstly, to focus on audits expected to have greatest value-added in terms of
improved accountability, economy, efficiency and administrative
effectiveness; and

» secondly, to ensure appropriate coverage of entity operations within the
limitations of available audit resources.

Audit themes are used in selecting audit topics to ensure the performance
audit program is targeted appropriately to add value to public
administration, thus contributing to effective performance audit outcomes.
The themes used during 1999-2000 were: management of core programs;
governance issues; tender selection, contract management and service
delivery; and information technology.

Performance

The primary performance attributes for this Output relate to the number of
reports produced, length of reports, timeliness and resource usage.

Number of reports

During the year 41 performance audit reports and three special inquiry
reports were tabled. This exceeded the target of 40 reports. Figure 4
illustrates the number of performance audit reports produced under this
Output Group over recent years.

Figure 4: Number of performance audit reports produced
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Performance audits are conducted in all ministerial portfolios. Performance
audit reports tabled during 1999-2000 addressed aspects of the operations of
most portfolios, with the main concentration being directed to portfolios
with significant Government outlays or revenues. A full list of audit reports
tabled in 1999-2000 is at Appendix 3. All recent performance audit reports
are also placed on the ANAO’s homepage at http://www.anao.gov.au.
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Reports are also summarised in the ANAO’s series of six-monthly activity
reports.!® Appendix 4 summarises the main issues raised in tabled audit
reports according to the broad audit themes that guided audit planning.

Length of reports

The ANAO’s 1999-2000 PBS sets a target of 50 pages as the average length
(excluding Executive Summary) of performance audit reports. The average
length of reports tabled during the year was 58 pages.

Timeliness of reports

In August and February each year, the ANAO provides the Parliament with a
program outlining the titles and tabling dates for performance audit reports
expected to be tabled in the next six months. The target is to achieve the
tabling program 100 per cent of the time. In 1999-2000, 87 per cent of all the
reports, as well as both activity reports, were tabled in accordance with the
tabling program, which was lower than the figure of 94 per cent in the
previous year. This was, in part, because resources were redirected as a result
of special requests from the Parliament (in particular, the magnetic
resonance imaging investigation) to undertake particular audits, as well as
unanticipated staff losses. However, as shown in Figure 4, the number of
reports produced is consistent with the total last year. Figure 5 shows
timeliness results for the past six years.

Figure 5: Performance audit reports tabled in accordance with tabling program

100
g 80
£
S
g’ 60
Qo
g
w 40
3
=3
e 20 — I
94-95 95-96 96-97 97-98 98-99 99-00  Target
Year

The ANAO also has set a target of 11 months as the average time to complete
a performance audit report. This target was met in 1999-2000.

18 See Audit Reports No.28 1999-2000 Audit Activity Report—July to December 1999—Summary
of Outcomes, February and No.4 2000-2001 Audit Activity Report—January to June 2000—
Summary of Outcomes, August. 25
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Resource usage

Performance audits required 124 000 hours during 1999-2000, against a
budgeted figure of 136 000 hours. The shortfall was caused by unanticipated
staff losses during the year which also impacted on the timeliness of reports.
The performance audit reports output cost $14.241 million in 1999-2000
($13.608 million in 1998-99) against a budget of $14.723 million.

Financial control and administration (FCA) reports

FCA audits are general performance audits undertaken under section 18 of
the Auditor-General Act. These audits have the following characteristics:

» they are across-the-board reviews typically involving up to ten
organisations;

» they examine business processes that support the delivery of outputs;

» they are reported generically, that is common findings only are included
in the report to Parliament and these findings are not attributed to any
organisation; and

» they form the basis of the development of a BPG, where there is a need.

FCA audits have regard to the package of financial management reforms
implemented over the last decade or so, covering for example: devolution of
authority, management of risk, financial reporting, an emphasis on results
and enhanced accountability.

Performance

The primary performance attributes for this Output relate to the number of
reports produced, timeliness and resource usage.

Number and timeliness of reports

Two ‘across-the-board’ FCA audits, were completed and tabled during the
year. This was against a forecast of five. They were:

» Report No.2 Use of Financial Information in Management Reports;, and

» Report No.12 Management of Business Support Processes.

Of the three other FCA audits forecast to be completed and tabled in
1999-2000, one, dealing with Public Sector Travel was tabled in September
2000 and another, dealing with the implementation of Financial
Management Information Systems (FMIS), is expected to be tabled in late
2000. The delay in the latter audit is principally due to an extension of the
scope of the audit. Commencement of the third FCA audit was deferred
following the loss of key audit staff during the year.

The benchmark target for the planned tabling date for FCA audits is
11 months from the inception of the audit to its completion. Of the two FCA
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audits tabled during the year, one achieved this benchmark. The other took
16 months to complete due primarily to a turnover of key staff.

Resource usage

FCA audits consumed $1.244 million in resources in 1999-2000 ($1.397
million in 1998-99) against a budget of $802 000. This overrun was due to
significant losses of staff who were then replaced on a short-term basis by
more expensive contracted-in resources. In addition, the scope of the FCA
audit on the Implementation of FMIS was expanded to cover the role of
central agencies.

Other audit and related reports

The ANAO has also developed a number of audit-related products to assist
with the improvement of public administration and accountability as part of
its integrated audit services’ delivery. These include:

The Audit Work Program for 2000-2001 was developed in consultation

with the JCPAA and agencies and provided to the Prime Minister, Leader of
the Opposition, Ministers, Shadow Ministers, the JCPAA and agency heads,
the Privacy Commissioner and the Ombudsman early in August 2000.

This program includes performance audits that are in progress at 1 July 2000,
a list of performance audit topics from which potential audits for 2000-01
are selected, financial statement audits for 2000-01, and other audit
products such as assurance control and assessment audits and protective
security audits.

The Audit Activity Report—Summary of Outcomes is produced bi-annually
with the purpose of:

»  informing Parliament of the issues being addressed by the ANAO in its
work to both encourage, and provide assurance about, a better performing
and more accountable public sector;

»  providing Parliament with a consolidated summary of the audit reports
tabled in the previous six months as well as details of the BPGs and other
audit services provided in the period; and

» focussing on, and highlighting, some of the major lessons learned from the
audit services provided by the ANAO.

The Delivering an Integrated Audit Service brochures are currently being
redesigned based on parliamentary feedback. The ANAO now also produces
a quarterly newsletter, Opinions, which aims to keep stakeholders informed
of ANAO current and future products, including timeframes for tabling of
audit reports.

The cost of other audit and related reports in 1999-2000 was $1.83 million,
against a budget of $1.306 million.
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Contribution to Outcome 1—Improvement in
public administration

Performance audit services are the dominant contributor to the ANAO’s
achievement of Outcome 1—Improvement in Public Administration. In turn,
the extent to which the outcome is being achieved is largely gauged by the
impact that the performance audit outputs have on the Parliament as the
ANAQO’s principal stakeholder and the client entities being audited.

As noted on page 14, Outcome 1 is shared to a varying degree by all
government organisations, making it difficult to measure in precise terms the
ANAO'’s contribution from its Outputs. However, a number of quantitative
and qualitative performance measures, including survey results, have been
developed to provide an overall picture of the contribution that our products
and services make to the Parliament and public sector entities. These
measures, together with the related outcomes, are discussed below. The final
section outlines the impact of the outputs in terms of potential annual
recurring financial benefit to the Commonwealth.

Contribution to the Parliament

The contribution of performance audit services to the work of the Parliament
is measured, in part, by a review of comments in parliamentary committee
reports and at Committee hearings. Parliamentary committee review of audit
reports gives an impetus to entities in their implementation of audit
recommendations and to the positive outcomes from performance auditing.
As indicated below, committees continued to be supportive of audit findings.

The JCPAA continued its practice of reviewing all audit reports and
conducting public inquiries of selected audit reports. The ANAO gave
evidence at these inquiries and assisted the Committee in its review work.
The JCPAA tabled four reports relating to audit reports during the year.

JCPAA Report No.370 (November 1999) reviewed audit reports on Defence
life-cycle costing and Commonwealth guarantees, indemnities and letters of
comfort.!® JCPAA Report No.371 (September 1999) reviewed audit reports on
aviation security, planning of aged care and costing of services.?’ JCPAA
Report No.373 (March 2000) reviewed audit reports on migrant settlement
services, fringe benefits tax and Green Corps.?! JCPAA Report No. 376 (May
2000) reviewed audit reports on financial information in management
reports and control structures as part of financial statement audits.??

19 Audit Reports No.43 1997-98 Life-Cycle Costing in the Department of Defence, May and No.47
1997-98 Management of Commonwealth Guarantees, Indemnities and Letters of Comfort, June.

20 Audit Reports No.16 1998-99 Aviation Security in Australia, November, No.19 1998-99 The
Planning of Aged Care, December, and No.21 1998-99 The Costing of Services, December.

21 Audit Reports No.29 1998-99 Provision of Migrant Settlement Services by DIMA, December,
No.34 1998-99 Fringe Benefits Tax, March and No.42 1998-99 The Establishment and Operation
of Green Corps, May.

22 Audit Reports No.2 1999-2000 Use of Financial Information in Management Reports, July and
No.10 1999-2000 Control Structures as Part of the Audits of Financial Statements of Major
Commonwealth Agencies for the Period Ended 30 June 1999, September.
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The JCPAA indicated its support for the audit reports reviewed, welcomed
agencies’ advice of implementation of the ANAO recommendations and
made several recommendations consistent with those of the ANAO. With
regard to the audit report on costing of services, the JCPAA strongly
supported the ANAQO’s view that agencies need to fully integrate cost
information into their financial management information systems. With
regard to the audit report on the use of financial information, the JCPAA
strongly encouraged all managers to familiarise themselves with the ANAO’s
two BPGs on financial management.

The House of Representatives Standing Committee on Economics, Finance
and Public Administration announced on 1 June 2000 that would examine
Report No.45 Commonuwealth Foreign Exchange Risk Management Practices.
On 5 June 2000 the Prime Minister established a Task Force to prepare a
Government response to the recommendations in the report.

The Senate Economics References Committee report Operation of the
Australian Taxation Office (ATO) referred to a number of ANAO performance
audit reports on the ATO that the committee found useful in its review.
Reports that the Committee drew on included two 1996-97 reports and three
1999-2000 reports.?3

On being tabled in the Parliament, ANAO reports continue to draw the
attention of individual members of both Houses and to be raised in Senate
estimates debates. Senator Hogg in particular made extensive comments on
Report No.26 Army Individual Readiness Notice, which he said he found of
such importance because of issues it raised about the Army.?* At Senate
Estimates hearings on the Defence portfolio, he commented that the report
was a very valuable document.?> Senator Hogg said he thought all the
ANAO’s reports are excellent.?® Mr Laurie Ferguson MP, in a media release,
said that Report No.35 Retention of Military Personnel highlighted the
serious need for concerted action on this issue. Senator Hogg and Senator
Ludwig both spoke on the report and said it was important that this issue
had been addressed.?”

Report No.39 Coordination of Export Development and Promotion Activities
Across Commonuwealth Agencies was discussed at Senate Estimates hearings.
In response to Senator Hogg, the Australian Trade Commission (Austrade)
witness said that, until the ANAO audit, there had not been a thorough

23 Audit Reports No.13 1996-97 Tax Debt Collection, November, No.19 1996-97 Risk Management
in ATO Small Business Income, December, No.23 1999-00 Management of Tax Debt Collection,
December, No.27 1999-2000 Risk Management of Individual Taxpayer Refunds, January and
No.31 1999-2000 Administration of Tax Penalties, February.

24 Senate Hansard 15 March 2000 P12568.

25 Senate Foreign Affairs, Defence and Trade Legislation Committee Hansard 30 May 2000
p.FAD&T 136.

26 Senate Foreign Affairs, Defence and Trade Legislation Committee Hansard 3 May 2000 p.FAD&T 78.

27 Senate Hansard 3 April 2000 P 12746, 5 April 2000 P 12923 and 11 April 2000 P13265.
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stocktake of the activities in the area of trade promotion across all federal
agencies and that, as a result of the report, agencies were now pulling in the
one direction.?8

Report on magnetic resonance imaging services

Apart from the measures of comments in committee reports and hearings, the
impact of performance audit services on the Parliament is reflected in requests
by members for the Auditor-General to conduct audits into specific matters.

In October 1999, the Minister for Health and Aged Care asked the Auditor-
General to conduct an audit on the probity of processes surrounding the
negotiation of an agreement between the Government and the diagnostic
imaging profession prior to the 1998 budget. The Auditor-General was asked
to focus on aspects of the agreement leading to the introduction of magnetic
resonance imaging (MRI) services to the Medicare Benefits Scheme.

The Minister said that he would welcome any observations the Auditor-
General may have on the way that similar processes might best be handled
in the future.

The Auditor-General agreed to conduct a performance audit under section
18 of the Auditor-General Act 1997. The audit was extended by agreement
with the Minister, pursuant to section 20 of the Act, to put beyond doubt the
Auditor-General’s authority to cover the role of the Minister and that of his
staff, given their involvement in this matter. Audit Report No.42 Magnetic
Resonance Imaging Services-effectiveness and probity of the policy
development processes and implementation was tabled on 24 May 2000.

The findings of the report were the subject of extensive debate in both
houses of the Parliament following its tabling, and were also discussed
during subsequent Senate Estimates hearings.

Contribution to public sector entities

Recommendations made in audit reports are not mandatory but must stand
on their merits. A major outcome from the ANAO’s performance audit work
is the extensive improvement in the management and administration of
major Commonwealth programs brought about by entities’ acceptance and
implementation of the recommendations made in audit reports. These
recommendations are also expected to yield significant savings, further
enhancing the cost-effectiveness of performance auditing.

Several reports tabled during the year were particularly noteworthy.

Report No.45 Commonuwealth Foreign Exchange Risk Management Practices
noted that the Commonwealth had significant foreign exchange risk
exposures including $A8.4 billion of foreign currency transactions with the

28 Senate Foreign Affairs, Defence and Trade Legislation Committee Hansard 3 May 2000
p.FAD&T121.
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Reserve Bank of Australia in 1998-99.

All agencies are required to assess and, where possible, manage foreign
exchange risk. Four agencies that have substantial foreign currency payment
exposures were audited. ANAO concluded that foreign exchange risk was not
effectively and prudently management by the audited agencies. In June 2000
the Prime Minister established a Task Force to prepare a Government
response to the audit recommendations.

Five audit reports on the ATO were tabled during the year.?® They contained
31 recommendations. The ATO agreed with all of them, with a qualification
on one. During the audits, the Commissioner of Taxation and ATO
management made immediate use of ANAO advice in specific areas and, in
many cases, took steps to improve the effectiveness of ATO operations as
issues were identified. Towards the end of the audit on tax debt collection, the
Commissioner allocated an additional $10 million to receivables
management (debt collection) for each of the next three years.

Report No.18 Electronic Service Delivery,
including Internet Use, by
Commonwealth Government Agencies
surveyed 66 Commonwealth agencies
subject to the Financial Management
and Accountability (FMA) Act 1997 to
assess their preparedness to achieve the
Government’s goal that all appropriate
services be Internet-deliverable by 2001.
The Department of Communications,
Information Technology and the Arts
used the same questionnaire to survey
agencies subject to the Commonwealth
Authorities and Companies (CAC) Act
1997, with similar results to the ANAO
survey. The ANAO’s IT
The Department is regularly following up the surveys to determine agency User group
progress in meeting the Government’s goal. The survey has had a high level

of interest from Commonwealth agencies, state government organisations

and overseas.

Report No.36 Home and Community Care assisted the Department of Health
and Aged Care in progressing better coordination of community services to
the frail aged and younger people with disabilities. It also facilitated
discussions between the Commonwealth and the States and Territories on
the equitable distribution of Home and Community Care funds between the
States and Territories.

29 Audit Reports No.16 1999-2000 Superannuation Guarantee, November, No.23 1999-2000
Management of Tax Debt Collection, December, No.27 1999-2000 Risk Management of
Individual Taxpayer Refunds, January, No.31 Administration of Tax Penalties, February and
No.46 1999-2000 High Wealth Individuals Taskforce, June. 3 1
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During the year, seven reports on Defence were tabled. At Senate Estimates
hearings, the Secretary of the Department of Defence was asked about the
relationship between Defence and the ANAO. In response he said that it goes
to something more fundamental than that; that is, to what extent can he, as
Chief Executive, be satisfied that ANAO reports have been considered and
acted upon. He said that he had not been satisfied that Defence has had the
proper processes to do that, and he had moved to reinvigorate Defence’s
audit committee by appointing an independent chairman who would bring a
more rigorous approach and make sure that Defence follows up on all audit
recommendations to ensure that they are implemented or that there are
satisfactory reasons for not doing so and that Defence makes that clear to the
ANAO as well.3°

Report No.51 Program Administration in the Training and Youth Division—
Department of Education, Training and Youth Affairs concluded that the
Division’s overall management of programs was effective, bearing in mind
the complex operating environment, including new markets for the
administration of the ‘Support for New Apprenticeships’ and ‘Literacy and
Numeracy’ programs. The ANAO identified a range of business planning and
monitoring systems that could be improved. The Department commented
that the report had been well received by the Division and provided a
valuable basis for further work with the ANAO on a Process Reengineering
Project. The Department agreed with all of the ANAO’s recommendations
and was making progress towards addressing them.

Report No.47 Survey of fraud control arrangements in APS agencies drew
attention to examples of sound practice across the APS. The report also
highlighted areas of general weakness, particularly the absence of recent risk
assessments identifying fraud risks resulting from the changing environment
and methods of service delivery. The findings of this report are applicable to
all APS agencies, and the Attorney-General’s Department commented that the
report was a timely reminder of some of the issues that need to be addressed
by Chief Executive Officers and provided useful references to better practice.

Highlights of performance auditing during the year were as follows:

» The Minister for Defence, in a media statement on 11 October 1999, said
that the Government welcomed Report No.13 Management of Major
Equipment Acquisition Projects—Department of Defence. He said that the
report makes clear there are areas where significant improvement can take
place and that, in the task of reform of acquisition, the report is a welcome
contribution to the identification of further areas where improvement can
be made. The Shadow Minister for Defence also welcomed it, saying it was
a detailed and complex report which will provide Defence with
considerable challenges in responding to its major findings. The report is
being reviewed by the JCPAA.

30 Senate Foreign Affairs, Defence and Trade Legislation Committee Hansard 29 May 2000
p.FAD&T7.
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» At Senate Estimates hearings on the Defence portfolio, the Chief of Air
Force referred to Report No.40 Tactical Fighter Operations as an excellent
report.’! The Chief of Army commented that Report No.26 Army Individual
Readiness Notice had been a very valuable document for Army.3?

»  The Department of Immigration and Multicultural Affairs welcomed
Report No.3 Electronic Travel Authority as an important element on its
strategy to better facilitate the entry of people to Australia while
maintaining border integrity and accountability.

»  Austrade commented that Audit Report No.39 Coordination of Export
Development and Promotion Activities across Commonwealth Agencies
provided a timely fillip for a ‘whole of government’ approach to export
development and promotion.

»  The Australian Agency for International Development (AusAID) indicated
that Report No.15 Management of the Australian Development
Scholarship Scheme was timely and would assist in ensuring that Australia
continues to have a high-quality scholarship scheme in its aid program
which is managed in an efficient and accountable manner.

Entity Agreement to Recommendations

Improvements in administration, accountability and better service delivery
are more likely to occur if the recommendations in performance audit
reports are agreed by the audited entity at the time of the audit. Inevitably,
there may be some differences of opinion between audited entities and the
ANAO and it would not be realistic to expect that all recommendations
would be agreed. Equally, however, if the reports of performance audits are
to be viewed as adding value to public administration and accountability, it
is important that the majority of their recommendations are recognised,
agreed and implemented by entities as such.

For 1999-2000 a target of 90 per cent was set for the proportion of
recommendations accepted by audited entities. The result for the year was
that 99 per cent, that is 285 of the 287 recommendations made, were
accepted by entities.3? Figures for the last six years are illustrated in Figure 6.

Surveys of entities

Further performance information on the impact of performance audits is
obtained through a survey of entities’ responses to the tabled reports. After a
performance audit report is tabled, independent feedback on the audit
process is sought from the manager responsible for the audited program by
means of a questionnaire and an interview with the responsible manager.

31 Senate Foreign Affairs, Defence and Trade Legislation Committee Hansard 3 May 2000
p.FAD&T78.

32 Senate Foreign Affairs, Defence and Trade Legislation Committee Hansard 30 May 2000
p-FAD&T136.

33 The term ‘accepted by entities’ means that the recommendation was ‘agreed’, ‘agreed in
principle’ or ‘agreed with qualification’.
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Figure 6: Entity agreement to recommendations in performance audit reports
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The survey results showed a continued favourable trend in the level of
positive responses across most areas. The following areas were particularly
positive: the opportunity for agencies to comment during the audit planning
process; the communication facilitated by the audit issues papers; the
thoroughness of the audit teams’ research and analysis; the balance and
fairness of the final audit reports; the consistency of the recommendations
with good management practice; the benefit to agencies from ANAO good
practice lessons; and agencies support for the ANAO’s continued efforts to
promote APS-wide lessons. There was a slight decline in the proportion of
agencies who felt confident that the audit would improve agency
management. The survey also indicated other areas where audit teams could
improve the level of positive responses.

Overall, most of the interviews with managers continued to be generally
positive in nature, with many of the comments remaining consistent with
those received in previous years. Managers continued to support the ANAO’s
survey initiative and appreciated the ANAO’s ‘value adding’ approach. They
also referred to the value of ANAO reports and recommendations in
providing agencies with assurance regarding current processes and
initiatives and in adding impetus to particular activities.

Financial impact

A further measure of the impact of performance audit services is the
potential financial benefits that could be realised from implementation of
audit report recommendations that are usually agreed with the entities
concerned. The ANAO’s target continued to be ‘at least twice the cost of
conducting performance audits’. In 1999-2000 the estimated potential annual
recurring financial benefit from performance audits was $2.2 million. In
addition there were once-only potential financial benefits of $121.4 million.
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Table 5 shows the estimated potential financial benefits from performance
audits for the last four years.

Table 5: Potential financial benefit of performance audits

Description 1996-97 1997-98 1998-99 1999-00

Estimated potential annual
recurring benefit $149m  $37m®@ $502m  $2.2m®

(a) Plus a potential once-only saving of $197m.

(b) Report No.15 Management of Australian Development Scholarships Scheme. Plus
potential once-only savings of $1.4m in Report No.20 Special Benefits (Department
of Family and Community Services and Centrelink) and $120m in Report No.23
Management of Tax Debt Collection follow-up.

Contribution to Outcome 2—Assurance

While all APS organisations should provide a degree of assurance to the
Government and the Parliament about the accountability framework they
have put in place, it is the independent assurance that the ANAO provides
that is to be assessed under this outcome. Performance audits contribute to
Outcome 2—Assurance as they assist in providing assurance to individual
entities, Ministers and the Parliament through an assessment of an entity’s
performance, including its accountability obligations in relation to
expenditure of public funds and for management in the public interest.
Examples of audit reports that provided assurance about the operations of
various aspects of public administration are outlined below.

During the course of the audit into the High Wealth Individuals Taskforce,
the Senate Economic References Committee completed its inquiry into the
operations of the ATO. Report No.46 High Wealth Individuals Taskforce was
able to clarify the issues about the work of the taskforce that the Committee
identified as being in doubt and provided assurance to the Parliament on the
taskforce’s delivery of the outcomes specified by Government.

An ANAO survey of 66 Commonwealth agencies’ use of the Internet
(summarised in Report No.18) concluded that the majority of agencies were
well positioned to meet the Government’s commitment to deliver
appropriate services on the Internet by 2001.

Report No.25 Commonuwealth Electricity Procurement confirmed that agencies
have consistently applied the majority of the Government’s procurement
guidelines and have been effective and efficient in terms of the savings
achieved compared to the cost of negotiating and managing contracts.

Report No.36 Home and Community Care provided assurance to Parliament
that the Department of Health and Aged Care’s administration of the Home
and Community Care program was generally sound, particularly in
establishing a national framework for the states and territories to administer
the program on a day-to-day basis.

35



The Auditor General

Annual Report 1999-2000

36

Output Group 2: Information Support Services

Output Group 2—Information Support Services (ISS) covers a range of
services delivered by a variety of areas across the ANAO. ISS Outputs are:

» assistance to the Parliament;

» better practice guides;

» benchmarking services;

» national and international representation; and

» client seminars.

The ISS activities undertaken by the ANAO are designed to provide
Parliament with general assistance relating to relevant management and
service-wide issues and audit clients with practical insights into achieving
better financial management and control within their own organisations. We
also aim to contribute, where practical, and benefit from the work or
experience of the global auditing community.

Assistance to the Parliament

Consistent with past practice, the ANAO continued to provide briefings to
Ministers, Shadow Ministers, parliamentary committees and their staff on
audit reports tabled in the Parliament. The assistance to the Parliament
output cost $759 000 in 1999-2000 (budget $945 000) compared with
$384 000 in 1998-99. The increase in expenditure reflects an increased
interest by the Parliament and its committees in the ANAQO’s reports and
the conduct of a comprehensive survey of Parliamentarians. The ANAO
has also increased its investment of senior executive time in liaising with
committees and continued the practice of seconding staff members to
assist committees. In 1999-2000 three ANAO staff undertook placements
with key parliamentary committees.

Better practice guides (BPGs)

BPGs aim to improve public administration by ensuring that better practices
employed in some organisations are promulgated to the whole of the APS.
This can involve examining practices in the public or private sectors, in
Australia or overseas. The ANAO’s emphasis is to identify, assess and
articulate deficiencies as well as good practice from its knowledge and
understanding of the public sector.

Depending on the subject and nature of information collected during an audit,
BPGs may be produced in conjunction with a performance audit or an FCA
audit. Alternatively, a BPG might be prepared as a result of a perceived need to
provide guidance material in a particular area of public administration.
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Performance

The primary performance measures for this Output relate to the number
produced and resource usage.

Number produced

Six BPGs were produced by the ANAO in 1999-2000, against a target of five.
These were:

AMODEL Illustrative Financial Statements for the Year Ended 30 June 1999
(July 1999)

Building a Better Financial Management Framework (November 1999)
Building Better Financial Management Support (November 1999)34
Business Continuity Management (January 2000)

AMODEL Agency Illustrative Financial Statements for the Year Ended

30 June 2000 (April 2000)

AMODEL Non-Commercial Authority Illustrative Financial Statements for
the Year Ended 30 June 2000 (April 2000)

A BPG on Contract Management is expected to be completed in September
2000. Figure 7 shows the number of BPGs produced over the last four years.

Figure 7: Number of BPGs produced
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Note: targets for the production of BPGs were not set prior to 1997-98

34 The Financial Management guides incorporated material from proposed guides on Use of

Financial Information, Financial Reporting and Costing of Services, which were originally
planned to be published separately.
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Better practice
publications

Resource usage

BPGs cost $630 000 in 1999-2000 ($779 000 in 1998-99) against a budget of
$1.355 million. The time and cost of the inquiry and research associated with
the development of BPGs has been difficult to estimate because of the nature
of the product and the ANAO’s limited experience to date. In 1999-2000,
economies of scale resulted from the proximity of production of the
AMODEL accounts brought about by the bringing forward of the deadline for
completion of a number of agency financial statements to 15 August.

Benchmarking services

Benchmarking is a widely accepted approach for achieving business
performance improvements. It is defined by the American Productivity &
Quality Center as ‘the process of identifying, learning and adapting
outstanding practices and processes [best practice] from any organisation,
anywhere in the world, to help an organisation improve its performance’.

In the ANAO, the benchmarking services product initially comprises
functional reviews of the major corporate support areas. The overall results
of these reviews will be published generically and tabled in the Parliament.
At the audit client level, a customised report will be provided to all entities
participating in the study.

Performance

The primary performance measures for this Output relate to the number of
studies completed, timeliness and resource usage.

Number completed and timeliness of reports

No benchmarking reports were tabled in Parliament in 1999-2000, but the
Internal Audit three-year benchmarking exercise (of which an interim report
was produced as Report No.46 1997-98) is nearing completion and its final
results are expected to be reported to the Parliament in September 2000.
The first year of a benchmarking review of the Finance Function is also
nearing completion and it is expected the results will be tabled later this
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year. In addition, as part of the FMIS Implementation FCA (mentioned
above), the costs of FMIS implementation and ongoing user support have
been benchmarked.

Resource Usage

Benchmarking services cost $597 000 in 1999-2000 ($576 000 in 1998-99)
against a budget of $665 000. Other benchmarking exercises planned to be
undertaken include those on human resources management and the second
phase of the finance function.

National and international representation

The ANAO contributes to the development of international auditing
standards, professional practices and exchanges of experience through
participation in the:

» International Organisation of Supreme Audit Institutions;
»  Asian Organisation of Supreme Audit Institutions (ASOSAI); and

» International Consortium on Governmental Financial Management.

In meeting our responsibilities to these organisations, the Auditor-General and
staff of the ANAO attend international conferences, prepare research papers,
assist with training secondments and host short-term familiarisation visits.

During 1999-2000, the ANAO acted as the Research Team Leader for a
project to develop ASOSAI performance auditing guidelines. The team
consisted of senior audit staff from the ANAO and the Supreme Audit
Institutions of India, Malaysia and New Zealand. The guidelines are to be
presented to the triennial ASOSAI Congress in Thailand in October 2000.

The ANAO contributes to the development of other audit offices by hosting
delegations and providing training opportunities to staff of overseas offices.
During 1999-2000, the ANAO hosted short-term visits from Auditors-General
and delegations from the United Kingdom, Canada, South Africa,
Bangladesh, Korea, the United States of America, Japan, Thailand, Mongolia,
Fiji, Sweden, Vietnam, Indonesia and Papua New Guinea. The ANAO also
hosted a secondee from the Office of the Auditor-General of Thailand, Miss
Yaovalak Leardchanapornchai, in January and February 2000.

At the national level the ANAO is a member of the Australasian Council of
Auditors-General (ACAG). The objective of the Council, comprising the
Auditor-General of each State and Territory of Australia, Fiji, New Zealand,
Hong Kong and Papua New Guinea, is to promote and foster public sector
auditing in the Australasian region through an exchange of experiences,
ideas, training and development and cooperation. The ANAO contributes
to the work of the Council by hosting business meetings, preparing

papers, joint initiatives on information exchange, peer reviews and training.
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During 1999-2000, the ANAO participated in ACAG business meetings held
in October 1999 and May 2000.

The national and international representation output cost $300 000 in
1999-2000 (against a budget of $615 000), compared with $776 000 in
1998-99. The underspend was due primarily to the fact that most of the
international activities in which the ANAO engaged during 1999-2000 were
in the form of international aid for which the ANAO was reimbursed.

Client seminars

In addition to its primary role of providing independent assurance and
advice to the Parliament, the ANAO seeks to support and advise audit clients,
where this complements its primary role and is within its area of expertise.
The ANAO arranges seminars on topical and emerging accounting issues to
assist agencies meet new financial accountability and reporting
requirements. The focus of this activity is directed toward improving
financial reporting practices and achieving efficiencies in those common
business processes within an entity which support the delivery of programs.

Two series of client seminars were conducted in 1999-2000 (compared with
one series in 1998-99). The client seminars Output cost $20 000 in 1999-2000
against a budget of $202 000. This reflects a reassessment of the budget and
changes in the length and format of seminars resulted in significant savings
in staff time.

Contribution to Outcomes

Output Group 2 contributes equally to both of the ANAO’s outcomes.
Effectiveness is assessed largely from formal and informal parliamentary and
audit client feedback and from client demand for these services.

The BPG The Chief Executive Officer and Energy Efficiency in Commonwealth
Operations released in June 1999 received a high level of interest at the
Commonwealth and State Government levels, as well as overseas. It has
been quoted in several publications and is sought after and distributed at

a number of energy management and asset management conferences

and workshops.

The AMODEL BPGs assist Commonwealth agencies and entities in preparing
their annual financial statements and provide examples of better practice
financial reporting and disclosure. To maximise their value to the process of
financial statement preparation, and due to the truncated financial
statement reporting deadline for Commonwealth organisations, the
1999-2000 AMODELSs were prepared and published earlier than in past years.
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The Financial Management series of BPGs is designed to assist organisations
in the development of improved financial management capabilities and
practices. These improvements are needed to embrace the financial
management reforms recently introduced to the Commonwealth Public
Sector. In particular, the guides outline the need for organisations to make
greater use of financial information in their decision-support processes and
to facilitate more accountable management. The guides provide practical
insights and examples of better practices in this regard.

The Business Continuity Management guide released in January 2000
promotes the importance of continuity management in the context of an
organisation’s overall risk management framework. The guide provides a
structured approach to the management of business continuity. Its release
was timely as a number of incidents at the time, such as the Victorian gas
crisis and the power outages in Brisbane and Auckland, provided compelling
reasons to have business continuity under control.
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Output Group 3: Assurance Audit Services

The Outputs that comprise Output Group 3 are:
» financial statement audit reports;

»  assurance control and assessment reports;

»  protective security reports; and

» other attest reports.

The following summarises the ANAQ’s achievements against those Outputs as
well as commenting on how the Outputs contribute to the ANAO’s Outcomes.

Financial statement audit reports

The Auditor-General, or his delegate, conducts financial statement audits to
express an opinion on whether financial statements of Commonwealth
Government entities have been prepared in accordance with the
Government'’s reporting framework and give a true and fair view, in
accordance with applicable Accounting Standards and other mandatory
professional reporting requirements of the financial position of each entity
as at year end, and the results of the entities operations and the entities cash
flows for the year then ended.

The Auditor-General has delegated signing responsibility for certain financial
statement audits to a number of different levels. These range from the Group
Executive Directors for higher risk audits through to Audit Manager level for
some lower risk audits.

In addition to the audit opinion on the financial statement, the ANAO provides
each entity with a report that deals with the results of the financial audit
process. A report on the outcome of the financial audit process is also provided
to the responsible Minister for each entity. The ANAO now provides two
reports each year to Parliament, the first detailing the results of an assessment
of the control structure of major entities*® while the second provides a
summary commentary on the results of all financial statement audits
undertaken in the 12 month audit cycle ending in October of each year.3

Performance

The primary performance measures for this Output relate to the number of
opinions and reports issued, timeliness and resource usage from the
previous year’s audit cycle.

35 This report was tabled on 30 June 2000—Audit Report No.52 1999-2000, Control Structures as
Part of the Audits of Financial Statements of Major Commonuwealth Agencies for the Period
Ended 30 June 2000.

36 This report was tabled on 9 December 1999—Audit Report No. 21 1999-2000, Audits of the
Financial Statements of Commonwealth Entities for the Period Ended 30 June 1999.
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Number of opinions and reports issued

The number of audit opinions and reports issued for the 1998-99 financial
statement audit cycle, in comparison to prior periods, is illustrated in Figure 8.

Figure 8: Number of outputs from the financial statement audit process
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The ANAO issued 287 audit opinions for the 1998-99 audit cycle, in
comparison with 315 opinions for the 1997-98 cycle, and reports were
provided to Ministers on the results of those financial audits. The lower
activity than prior years reflects the government’s reform agenda, in
particular privatisation.

Timeliness of issuing opinions

Issuing audit opinions on the day the financial statements are signed, or
shortly thereafter, assists entities in meeting their own management and
annual report commitments. Table 6 indicates that the timeliness of issuing
audit opinions for the previous three audit cycles.

Table 6: Timeliness of issuing audit opinions

Time 96-97 cycle 97-98 cycle 98-99 cycle
Same day as financial statements signed  65% 51% 47%
1-2 days after 23% 23% 27%
3-7 days after 7% 17% 17%
>1 week after 5% 9% 9%

In 1998-99, 74 per cent of opinions were issued on the day the financial
statements were signed or within one to two days which was the same as the
prior year which compared to 88 per cent in the previous cycle. While the
decline in performance in the prior year has been arrested, efforts continue
to need to be made to retrieve the performance of prior years.
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Figure 9 indicates the time taken to issue audit opinions in relation to the
date of signing of the financial statements over the last five years.

Figure 9: Timeliness of issuing audit opinions
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Figure 9 shows that, for 1998-99, the decline evident in the prior year has
been arrested although the improving performance evident in the prior two
years has not been regained. Reasons for the decline in performance include:

» anincrease in the number of audits undertaken by ANAO contractors
which results in an extra step in the contractor processing the final
statements and forwarding them to the ANAO for signing;

» delays in statements being delivered to the ANAO after signing by the
entity, for example when the signatory is interstate. The ANAO has a
reduced presence in the States; and

» the fact that there have been increasing complexities in financial
statements reporting and timeframe requirements necessitating more
audit review between receipt of signed financial statements and the issue
of audit opinions.

The ANAO continues to work with agencies to minimise the turnaround time
of audit opinions.

Resource usage

Financial audits required 128 250 hours (forecast 126 700 hours) and
consumed $25.1 million of resources (budget $23.6 million). This is
compared with the previous year’s results where financial audits required
144 000 hours (forecast 142 000) and $25.9 million of resources.

The ongoing decline in resources applied to these outputs results from
areduction in the audit client base over the period, reflecting the
Government’s reform agenda, and in particular its privatisation program.
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As well, there have been greater efficiencies
achieved by the ANAO by balancing in-
house resources with contracted staff, and
achieving efficiencies through the better use
of technology.

The staff utilisation rate (in terms of product
hours to total hours) was 84 per cent in
1999-2000 compared to 82.6 per cent the
previous year against an annual target of
75.2 per cent. The increase has occurred as
employee productivity continues to exceed
productivity targets.

Audit Fees An audit team
discussing the
Commonwealth authorities and companies and their subsidiaries that are audit approach

subject to the CAC Act are liable to pay fees for the audit of their financial
statements based on a scale determined by the Auditor-General under
section 14 of the Auditor-General Act. Section 14 also requires the Auditor-
General to include in the ANAO Annual Report, details of the basis on which
the Auditor-General determined the audit fees that applied during the
financial year concerned.

The audit fees charged for financial statement audits are calculated on a cost
recovery basis using an accrual-based costing model to determine an hourly
charge out rate per level. The costing model takes into account all relevant
costs including the attribution of overhead costs. The latter costs do not
include those costs associated with meeting the Auditor-General’s broader
governance responsibilities such as costs relating to international and
Commonwealth-State relations and the additional costs incurred as a result
of being located in the Parliamentary triangle.

Assurance control and assessment reports

Assurance and Control Assessment (ACA) audits were introduced in 1996 to
examine basic administrative processes and to provide a positive assurance
that agencies are meeting their obligations under the financial legislative
framework. The audits are undertaken under the general performance audit
provisions (section 18) of the Auditor-General Act 1997 and principally
examine internal control structures that are not specifically covered by
financial statement audits or other performance audits.

An evaluation of the ACA audit program was undertaken during 1999-2000
and, as a result, the audit approach was re-engineered. The main aim of
future audits will be to ensure the proper identification and management of
risks affecting the common business activities and processes of public sector
organisations. Potential topics include payment of accounts, accounting for
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assets, banking arrangements, personnel administration and trust
account management.

Performance

The primary performance measures for this Output relate to the number
of audits completed, timeliness and resource usage.

Number and timeliness

No ACA audits were reported during 1999-2000 due to the re-engineering of
the product and resource pressures arising from the advancement of the
financial statement audit deadline.

Resource usage

The cost of the ACA output for 1999-2000 was $142 000 (budget $3.1 million).
This expenditure relates to the re-engineering of the product and includes
certain planning costs in relation to audits to be undertaken in 2000-2001.

In comparison, the cost of the ACA output for 1998-99 was $676 000.

Protective security reports

The protective security audits are ‘across-the-board’ studies, similar to the
approach taken for the FCA audit product. These audits examine three key
aspects of security:

» information security;
»  personnel security; and

»  physical security.

Performance

The primary performance measures for this Output relate to the number of
reports completed, timeliness and resource usage.

Number and timeliness

The ANAO set an internal forecast of two protective security audit reports for
1999-2000. The report, Protective Security—Classification Systems for
Protecting Sensitive Information3’, was tabled in August 1999. The second
audit, of security clearances, was held over to 2000-2001 pending the release
of new guidelines on personnel security.

Resource usage

The cost of the protective security audit reports for 1999-2000 was $262 000
(budget $269 000). In comparison, the cost of protective security reports for
1998-99 was $474 000.

37 Audit Report No.7 1999-2000.
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Other attest reports

Commonwealth entities may request the ANAO to undertake reviews of
aspects of their activities on a cost recovery basis. The ANAO may also
provide a service to clients of a financial nature, but which is not covered by
the objectives of a financial statement audit. For example, letters of comfort
in respect of borrowings, payroll tax certificates and other financial
information and special purpose engagements. Increasingly a number of
entities, as part of their own corporate governance arrangements, are seeking
reviews or audits of their half year financial statements.

The cost of the other attest reports output for 1999-2000 was $273 000
(budget $223 000) in comparison to $1.033 million in 1998-99. The decrease
in resources is attributed mainly to a reduction in the number of requests
associated with the government’s privatisation program.

Contribution to Outcome 1—Improvement in public
administration

Output Group 3—Assurance Audit Services contributes in a minor way to the
achievement of Outcome 1—Improvement in Public Administration. For
example, the conduct of financial statement audits, assurance control and
assessment audits or protective security audits raise issues that result in
overall improvements across the Commonwealth or in particular agencies.

Contribution to Outcome 2—Assurance

Under the model adopted in 1999-2000, the ANAO estimated that 90 per
cent of the cost of Output Group 3—Assurance Audit Services, contributes
to the achievement of Outcome 2—Assurance. Through the conduct of
financial statement audits, assurance control and assessment audits,
protective security audits and other attest audits, the ANAO contributes

to providing assurance to individual entities, Ministers, the Parliament and
the public about the financial administration and accountability of public
sector entities.

The main output that contributes to Outcome 2 is the conduct of annual
financial statement audits of Commonwealth entities, which are designed to
provide stakeholders with assurance that an entity’s financial statements
fairly represent the financial operation and the position at year end.

Financial statements must be accompanied by an audit opinion pursuant to
legislative requirements. The audit opinion issued by the ANAO adds
credibility to the financial statements, thereby allowing all Commonwealth
entities to fulfil their own accountability obligations.
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The provision of the audit opinion therefore is, of itself, fulfilment of a
desired intermediate outcome. Taking the audit opinion as a desired
outcome, the identified indicators of ANAO effectiveness in relation to
financial report audits are as follows:

» the nature of the opinion expressed (that is, clear or qualified); and

» the nature and frequency of audit findings.

The need to qualify an audit opinion can arise for a number of reasons
outside the control of the ANAO. However, the ANAO works closely with the
management of each audit client to eliminate factors which may result in a

qualified opinion. The percentage of unqualified audit opinions issued is
very close to 100 per cent.

Figure 10 shows the trend in audit opinions issued over the past six years.

Figure 10: Percentage of unqualified opinions (a)
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(@) The classification ‘emphasis of matter’ was introduced in the 1995-96 audit cycle.
Such references are provided in unqualified reports to draw the reader’s attention
to important matters that aid understanding of the financial statements.

A significant component of both the financial statement audit or ACA
audits is the preparation of reports on the outcome of the audits for
presentation to the audit committee, the Chief Executive Officer, Boards
and/or senior management of entities. These reports provide an assessment
of the internal control structure in operation and make recommendations
that, if implemented, improve controls. An effective internal control
structure can significantly lower the risk that the financial statements
produced by an entity will contain material errors.
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The financial statement audits highlighted that the following issues continue
to represent the major areas impacting on the ANAQ’s ability to provide a
positive assurance about the internal control structure of entities:

» the need to improve information technology controls;
»  scope for improvement in asset management, recording and valuations;

» adequacy and reliability of accounting systems, including financial
reconciliations; and

» management reporting and financial monitoring.
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Management and
Accountability

The ANAO supports the delivery of its Outputs through a robust Corporate
Governance Framework as well as a number of management initiatives and
other corporate activities.

Corporate governance

Key elements of the ANAO’s corporate governance arrangements are
outlined below.

Executive Board of Management

The Executive Board of Management (EBOM) was established to provide
leadership to the ANAO in achieving the objectives and strategies outlined in
the ANAO'’s Corporate Plan, and assist the Auditor-General to meet his
statutory responsibilities under both the Auditor-General Act and the
Financial Management and Accountability Act 1997. The EBOM is chaired by
the Auditor-General and attended by the Deputy Auditor-General and Group
Executive Directors as well as the Executive Director, Corporate
Management. The Board meets monthly, or as required and exercises its
responsibilities in three main ways:

» as a decision-maker in respect of strategic corporate directions/policies
and budgetary allocations and strategic policies;
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Business Plan

The ANAO released its integrated Business Plan 1999-2002 in August 1999.
The Business Plan outlines how the KRAs from the Corporate Plan are to be
achieved and provides a ‘scorecard’ (as shown at the start of this Annual
Report) so that the ANAO’s performance against the KRAs can be assessed,
monitored and measured. The Business Plan is supported by annual Audit
Service Group Product Plans and Operational Plans for both CMB and the
R&D Branch. An updated Business Plan was issued in August 2000.

Risk Management Plan

The ANAO recently updated its Risk Management Plan and individual plans
for each of the Service Groups and CMB. The Plan is an integral part of the
ANAO'’s corporate governance framework. The Plan will be updated
periodically to take account of any changes to our environment, including
improvements in systems and new initiatives. The ANAO’s Audit Committee
is responsible for oversighting the implementation of the Plan.

The ANAO approach to risk management identifies risk events associated
with each business objective and the agreed business targets in the product
plans. Risks are considered first at the strategic level. These risks relate to
the ANAQ, as an organisation, ‘doing the wrong thing’. In other words, they
relate to our strategic and business planning processes. These risks
contemplate consideration of the following questions: is our overall vision
and direction appropriate, do our products (including new products) meet
client needs and expectations, are our resources (staff, financial, physical
and information) appropriate (capability) and do we have sufficient
(capacity) to deliver our products.

The ANAO'’s first Plan was developed through a facilitated Business Planning
workshop. The strategic risks identified were analysed in terms of their
consequence and likelihood using anonymous voting technology.
Operational risks were also considered within the ANAO’s Risk Management
Plan. These are the risks associated with the business processes performed
by the ANAO, primarily financial report and performance audits. The risks
related to each output remain similar over time and have been identified
previously by each service group. Operational risks also include risks
associated with the business support processes undertaken by the ANAO
such as budgeting, paying accounts, payroll processing and information
management. The Plan has now been updated and the key risks have been
reflected in the updated Business Plan.

Fraud Control Plan

The ANAO recently developed its Fraud Control Plan 2000-2002 to comply with
its legislative requirements. The Fraud Control Plan is an important strategic
document that draws together all fraud prevention and detection initiatives
that have been adopted by the ANAO into one consolidated document.
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Auditor-General’s Instructions

During the year, the Auditor-General’s Instructions (AGIs), together with
accompanying Procedural Rules, were completely revised and released in
June 2000. The AGIs will be reviewed at least annually to reflect any changing
regulative policy or business requirements.

Information Technology (IT) Strategic Plan

The ANAO recently revised its IT Strategic Plan for the period 2000-2003.
The Plan is the framework to guide future decisions on the selection and
deployment of IT. It provides guidance on how IT-related decisions are taken
and sets parameters within which these decisions are made. It supports the
ANAQO'’s Corporate and Business Plans by recognising projects from the
Business Plan that will require IT support, establishing standards for IT
infrastructure and ensuring that responsibilities for IT are appropriately
assigned. Through these links, the Plan will underpin business and decision
processes with appropriate technology.

Online Action Plan

Consistent with the Government’s commitment to increase the range, access
and complexity of Government services and information online by 2001 the
ANAO is committed to the preparation of an Online Action Plan by the
September 2000 delivery date.

Business Continuity Plan

The ANAO trialed its Business Continuity Plan during 1999-2000 using a
simulated disaster scenario. The purpose of this trial was to better prepare
the ANAO to resume normal business operations following a disaster, in line
with timeframes identified in the Plan, so as to maintain the continuity of
service and minimise the impact on its clients.

Policy and practices on the establishment and maintenance
of appropriate ethical standards

The ANAO ensures that its internal documents, such as the ANAO Code of
Conduct, adhere to the APS Values espoused in the APS Code of Conduct
contained in the Public Service Act 1999 (section 13) as well as the principles
in other APS publications such as the PSMPC APS Values and Code of
Conduct and the MAB/MIAC Ethical Standards and Values in the Australian
Public Service.

ANAO Code of Conduct

The ANAO Code of Conduct, first issued in 1997, is designed to assist the
ANAQO and staff members individually in implementing the Corporate,
Business and Product Plans, and in relationships with stakeholders and
clients. The Code is reflected in both the ANAQO’s Certified Agreement
1998-2000 and the ANAQ’s Performance Assessment Scheme.
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Audit coverage of ethical behaviour

The ANAO has completed a project to develop guidance material to help
ANAO auditors deal with situations where there is evidence that ethical
failures (in relation to section 44 of the FMA Act—promoting efficient,
effective and ethical use of Commonwealth resources):

» have occurred within a body being audited; or

» are at risk of occurring because the body’s management has failed
in effectively promoting the ethical use of Commonwealth public
sector resources.

The product of this project was a guidance paper that has been included in
certain ANAO policy documents.

External and internal scrutiny

External Audit

Section 41 of the Auditor-General Act 1997 (the Act) establishes the position
of the ANAO Independent Auditor who carries out both the audit of the
ANAQO'’s financial statements (see Appendix 2) and selected performance
audits of the ANAO. The Act requires the Independent Auditor to have regard
to the audit priorities of the Parliament as determined by the JCPAA, in the
conduct of performance audit activities. Currently, the ANAO’s Independent
Auditor is Mr Michael Coleman of KPMG.

A performance audit entitled Report on Results of a Performance Audit of the
Strategic Planning Framework was completed in April 2000. The broad
objective of this audit was to investigate the structure and process of the
ANAO’s strategic planning framework. The audit concluded that the ANAO’s
strategic planning framework was well structured and incorporated all the
elements necessary in an efficient and effective corporate planning process.
There were a number of areas noted for improvement, all of which have now
been addressed by the ANAO.

Internal Audit

The ANAO’s Internal Audit services were outsourced in November 1999 to
Acumen Alliance. Internal Audit is an independent unit responsible to the
Auditor-General through the ANAO Audit Committee. The objective of
Internal Audit is to provide the Auditor-General with an assurance
concerning ANAO systems and processes, directed at attaining better
practices and the goals specified in the ANAO’s Corporate Plan.

Audits completed in 1999-2000 included reviews of financial services,
outsourcing of the IT function, travel, protective security and payroll
services. The ANAQO’s approach to risk is covered under ‘Risk Management
Plan’ in the ‘Corporate Governance’ section above.
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Management of human resources

During the past year, the ANAO commenced a number of important
initiatives designed to provide a more rewarding and professional
environment, as well as maintaining and enhancing the skills of its people.

Continuous recruitment

The ANAO engaged a recruitment agency to provide a range of ongoing
recruitment services. These included visually distinctive press advertising,
coverage on Internet career sites, specialist media and direct mail lists and
streamlined recruitment practices. This recruitment activity has resulted in
the engagement of new staff in both Service Groups.

Workplace planning

The ANAO also commenced a major initiative to develop improved
workforce planning and related strategies and procedures during the year.
This initiative, which includes a review of recruitment, selection and
retention procedures, motivational factors and succession planning, will
produce strategies and approaches designed to provide the ANAO with a
work force which can best achieve its business requirements.

Workplace Consultative Forum

The Workplace Consultative Forum (WCF), which was established under
the ANAO Certified Agreement to consult with staff and employee
representatives on a range of operational and strategic issues affecting them
in the workplace, met on ten separate occasions during 1999-2000.

L

The WCF has continued to play an active role in the development,
implementation and review of a broad range of employment matters,
including the evaluation of the ANAO performance assessment scheme, the
development of performance improvement plans for under-performing staff,
the annual staff survey, revised recruitment and selection practices, bonus
pool arrangements for staff and the control of non-approved software and
the monitoring of staff e-mail.
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Evaluation of the ANAO Certified Agreement 1998-2000

An independent review was undertaken of the ANAO Certified Agreement
1998-2000. The review involved extensive consultation with staff
(individually and in focus groups), WCF members and a cross section of SES
managers. The review concluded that most of the significant changes in the
Agreement, such as the salary increases, the introduction of the new
classification structure and the development of the Work Level Standards,
had been introduced effectively within agreed timeliness. The translation of
staff to the new structure, and the associated changes appear to have been
achieved in a manner that was satisfactory to staff and to the organisation.
The new accelerated advancement provisions have been used effectively.

A number of recommendations were made, particularly in relation to further
streamlining and finetuning of employment conditions were made, which
are being considered as part of the development of the ANAO’s second
certified agreement.

The first ANAO certified agreement has assisted the ANAO meet its corporate
objectives, improve performance and increase productivity. Principal
elements of the agreement that contributed to these outcomes include:

» the devolution of a range of flexible working condition arrangements to the
supervisor level which provided better opportunities to align work and
family responsibilities;

»  the availability of five weeks annual leave to all staff and the ability for staff
to convert this to half pay if desired;

» the introduction of an ANAO-specific, four level classification structure
which is supported by work level standards;

» acomprehensive performance assessment scheme which provides for
the advancement of staff based on performance assessed on a six
monthly cycle;

» increased productivity through an increase of 50 hours per year in audit
specific product targets for each audit employee, over the period of the
agreement; and

»  the availability of Australian Workplace Agreements to non-SES staff where
there is agreement on the additional contribution and commitment to the
achievement of the ANAO’s corporate objectives.

Performance Assessment Scheme

The ANAO Performance Assessment Scheme, which commenced in
November 1998, incorporates a three tier rating scale and is based on
individual performance agreements drawn up between managers and staff.
Performance assessments against those agreements are undertaken six
monthly and were conducted in October 1999 and April 2000.

57



The Auditor General

Annual Report 1999-2000

58

Staff achieving consecutive ‘3’ (highest) ratings are eligible for advancement
to the next highest pay point in the ANAO broadbanded classification
structure. Following the October 1999 and April 2000 assessment cycles, a
number of staff were advanced to the next pay point within their broadbanded
classification structure. Overall, from the initial three six monthly cycles, 98 per
cent of staff are performing at a level that is consistent with or higher than the
expectation of their respective classification level. Aggregated results for the
1999-2000 performance cycles are presented in Table 7.

Table 7: Summary of ratings from performance assessments in 1999-2000

October 1999 3 2 1 Total!
ANAO Bands 3 and 4 (Exec1 and 2) 31 (39%) 47 (60%) 1 (1%) 79
ANAO Bands 1 and 2 (APS 1-6) 54 (56%) 42 (43%) 1 (1%) 97
Total: 85 (48%) 89 (50%) 2 (2%) 1762
May 2000 3 2 1 Total!
ANAO Bands 3 and 4 (Exec 1 and 2) 27 (36%) 48 (64%) - 75
ANAO Bands 1 and 2 (APS 1-6) 45 (46%) 51 (53%) 1 (1%) 97
Total: 72 (42%) 99 (57%) 1 (1%) 1723

(1) Table excludes SES
(2) Total non-SES staff not assessed: 52
(3) Total non-SES staff not assessed: 56

Evaluation of Performance Assessment Scheme

A comprehensive evaluation of the ANAO Performance Assessment Scheme
was completed in April 2000. This involved consultation with staff either
through focus groups or individually, and concluded with discussions with
the WCE

The key recommendations arising from the evaluation were the need for
greater accountability of supervisors in the process and enhanced
understanding of the ratings scale by staff and managers. The
recommendations were endorsed by the WCF and approved by EBOM. As a
result, a series of information and training workshops were conducted for all
staff on the new arrangements and on the giving and receiving of feedback.

Training and development

The ANAO recognises the importance of a sustainable, cost-effective and
relevant professional development program in the promotion of high
professional standards, continuous improvement, innovation, learning and
knowledge sharing throughout the organisation. The ANAO’s Learning
Curriculum is based on the skills and knowledge identified by ANAO staff as
being critical to on-going work efficiency and personal growth. This provides
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the foundation of professional development within the ANAO and is
designed to be aligned with on-the-job learning, work unit team
development initiatives and office-wide people management programs.
Where appropriate, the Learning Curriculum is supplemented with
additional opportunities catering for:

» individual needs identified within the ANAO staff Performance Assessment
Scheme through the use of an ‘individual development plan’ (IDP);
»  specialist needs of certain groups; and

» contemporary developments within the APS.

The ANAO has set a target of a minimum of 40 hours professional
development per year per staff member that is directly related to their work
responsibilities.

PD Committee

The ANAO’s Professional Development (PD) Committee is comprised of staff
representatives from each area of the office: AASG, PASG and CMB. The
Committee is supported by the R&D Branch, which is responsible for
delivering the Learning Curriculum and PD Calendar. The Committee’s
major role is to discuss the immediate and future technical and managerial
training needs of ANAO staff.
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The Professional Development Committee

The Committee also provides a forum for discussion about the Graduate
Development Program; contributes to the development of the ANAO
Learning Curriculum and PD Calendar; monitors and provides feedback on
the delivery of PD within the ANAO; and contributes to the development of
ANAO professional development policies. The Committee meets quarterly or,
if required, on a more frequent basis.
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Study assistance

During 1999-2000 the ANAO supported 61 staff members with their study
programs. Of these, the majority participated in obtaining their Professional
Year (PY) and Certified Practising Accountant (CPA) qualifications, while the
remainder undertook programs directly related to vocational or post
graduate university study.

Professional qualifications—PY and CPA

Both the Institute of Chartered Accountants in Australia and the Australian
Society of CPAs offer courses for members to attain professional
certification. These courses—PY and CPA studies, respectively—are
undertaken by a number of ANAO staff and involve studying a series of
modules (subjects) on accounting, auditing and finance subjects over a one
to two year period.

During 1999-2000, 27 staff members were undertaking PY studies, with one
completing their studies and two staff members receiving merits for
particular PY subjects. As well, 17 staff members were undertaking CPA
studies, with two completing their studies. An officer who completed their
CPA studies late in 1998-99 received five straight higher distinctions and
another four CPA students received higher distinctions for individual subjects.

TR T

Graduates

Changes to the previous graduate recruitment arrangements has required
the ANAO to take a new marketing approach to attracting graduates,
including changes to advertising, enhancing the ANAO website, a tighter
focus on university careers fairs and on-line promotions. A total of 26
graduates were appointed to the ANAO between July 1999 and February
2000, with approximately half being recruited from interstate. After
completing an initial Induction Program, graduates are placed into work
areas in either the performance audit or assurance audit Service Groups.
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During their first twelve months they participate in an intensive
Development Program which consists of both technical and general
training and skill development.

Some of the ANAO's February 2000 Graduates

Staff Survey

The annual staff survey was completed in July 1999, with staff responding to
questions relating to: communication and participation; work satisfaction;
performance and performance assessment; the ANAO Certified Agreement
and training and professional development. The results, together with data
collected from previous staff surveys, formed the basis for the implementation
of continuous improvement and workforce planning initiatives.

Mentor Program

The ANAO introduced an informal Mentor Program during 1999-2000. The
program is available to all staff at any stage of their career at the ANAO and is
intended to provide assistance to those staff who have identified their desire
to either be a mentor or to have a mentor. The Program will be reviewed at
the end of 2000 to ascertain its success, including consideration of a more
formal process in the future.

Awards and recognition

The ANAO supports an Awards system that recognises and rewards where
appropriate, individual staff and teams who are achieving and contributing
to corporate goals including client service, people management, audit and
business management and innovation.
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