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CHAPTER ONE
INTRODUCTION

"UPROAR IN NT OVER THE
AUDITOR-GENERAL'S REPORT"

BRW, JAN 14, 1988

As can be seen from the above quote, which was the bold heading
of a two page feature in the Business Review Weekly, this year's
reports of the Auditor-General attracted considerable interest.

The Public Accounts Committee is required '"to examine the
accounts of the receipts and expenditure of the Northern
Territory and each statement and report transmitted to the
Legislative Assembly by the Auditor-General, pursuant to the
Financial Administration and Audit Act."

The Committee is further required "to report to the Legislative
Assembly with such comments as it thinks fit, any items or
matters in or arising in connection with those accounts,
statements or reports, or in connection with the receipt or
disbursement of the moneys to which they relate, to which the
Committee is of the opinion that the attention of Parliament
should be drawn."

"Any alteration which the Committee thinks desirable in the form
of the public accounts or in the method of keeping them or in the
method of receipt, control, issue or payment of public moneys"
may also be reported to the Legislative Assembly.

This is the Committee's second opportunity to report on the
reports of the Auditor-General since the establishment of the
Public Accounts Committee on 16 August 1986.

The timing of the Committee's report is consistent with the
statement provided in the Chairman's Review to Report Number 5,
Annual Report for Year Ended 30 June 1988:-

"The Committee is of the view that it is inappropriate to
take action on matters raised in a report of the
Auditor-General until such time that the department or
instrumentality involved has had time to address the matter
itself. Therefore, before proceeding to report on the
Auditor-General's Report for a particular vyear, the
Committee feels it should wait until the following
Auditor-General's. Report, and then involve itself only in



those matters of concern that have not been satisfactorily
resolved over the course of two reports."

The Auditor-General for the Northern Territory, Mr Elliott
Isaacson, continued the approach adopted in the previous year of
submitting three separate reports for the year ended 30 June
1987:-

Name of Report Date Tabled

- Annual Report of the Auditor-General 20 October 1987

- Report of the Auditor-General upon 20 October 1987
the Treasurer's Annual Financia
Statements -

- Report of the Auditor-General upon 23 February 1988

Prescribed Statutory Corporations

In the words of the Auditor-General, "There are two general
observations which can be drawn from comments recurring regularly
throughout the Report:-

(1) Urgent attention needs to be given to the quality of
financial reports produced in respect of the various
separate government activities and operations and of
the government as a whole.

(2) Delays are occurring in the production of financial
reports which often means that the information has lost
much of its relevance by the time it becomes available
as well as adding significantly to the accounting and
audit costs."

Obviously timing of presentation of financial reports is a
critical issue, but it was the Auditor-General's assessment of
the quality of those reports which attracted most controversy.




CHAPTER TWO

METHODOLOGY

In line with the strategy advised to the Legislative Assembly on
19 May 1988 the annual reports of the Auditor-General are
reported on by the Public Accounts Committee following the
tabling of the Auditor-General's annual reports for the
subsequent year.

This approach allows departments and statutory corporations
twelve months, or thereabouts, to correct any problems identified
by the Auditor-General. This is not to say that the Public
Accounts Committee takes no action during the intervening period.
In fact, each report is carefully analysed, in consultation with
the Auditor-General, as soon as possible following the tabling of
his reports. Action, as considered appropriate by the Committee,
is then taken to address any matters of concern.

Issues of an operational policy nature, such as the format of
annual reports and financial statements become the subject of
detailed discussions with .Chief Executive Officers and more
particularly, the Under-Treasurer. More specific matters,
including those of a compliance nature, may be the subject of an
inquiry of the relevant Chief Executive Officer to determine:-

(i) action taken to rectify/explain matters raised by the
Auditor-General, and

(ii) timescale for completing outstanding action.

The Auditor-General's comments on the respective responses is
then sought.

As the major thrust of the Auditor-General's reports for the year
in question concerns the quality of financial reports, the Public
Accounts Committee has included in the Appendices, copies of
papers tabled by the Under-Treasurer on the subject, together
with a detailed commentary solicited from the Auditor-General on
those papers:-

APPENDIX C TREASURY BRIEFING PAPERS:-
(‘1) N.T. TREASURY STRATEGIC DEVELOPMENT
PROGRAM 1989-91;

(ii) GOVERNMENT ACCOUNTING IN THE
NORTHERN TERRITORY

(iii) TREASURER'S DIRECTIONS REVIEW

APPENDIX D AUDITOR-GENERAL'S COMMENTARY ON TREASURY
BRIEFING PAPERS



ANALYSIS OF REPORTS

3.1 Annual Report of the Auditor-General for the year ended
30 June 1987

This report was tabled in the Legislative Assembly on 20 October
1987, and is a supplementary report to the Auditor-General's
report on the Treasurer's Annual Financial Statements.

The Annual Report is the vehicle by which the Auditor-General
provides to the Legislative Assembly:-

(a) a summary of his audit activities and findings in
respect of departments and units of administration;
and :

(b) an overview of the activities and operations of his
Office during the year under report.

In respect of his audit activities in departments and units of
administration, he is required under section 47 of the Financial
Administration and Audit Act to .audit "in such manner as he
thinks fit having regard to the character and effectiveness of
the internal control and recognised professional standards and
practices". The Act defines "internal control" as being '"the
methods adopted within a department:-

(a) to safeguard its assets;
(b) to check the accuracy of its accounting data;

(c) to promote operational efficiency;

(d) to encourage adherence to management policies; and

(e) to secure compliance with legislative provisions."

3.1.1 Role of the Auditor-General

The combination of the power to audit "as he thinks fit" together
with the need to have regard to the promotion of "operational
efficiency" not only gives the Auditor-General great flexibility
in his approach but also underpins the stated aims of his Office
which are unreservedly supported by the Public Accounts
Committee: -

"To promote improvement in public sector financial
reporting and accounting in the Northern Territory and to




establish a recognised resource for the promotion of
improvement in the operational efficiency of Northern
Territory public gdministration."

It is unfortunate that much of the positive aspects of the
Auditor-General's reports were clouded by the controversy
precipitated on the role of his Office. Whilst the Committee can
understand the confusion in some quarters brought about by Audits
present period of metamorphosis from expenditure and compliance
checking to performance review, there should be no doubt that the
Auditor-General of the Northern Territory is acting within the
scope of his Office as defined by the Legislative Assembly.

Indeed, the Assembly itself is experiencing a similar change to
that of the Auditor-General and some members may be expected to
resist for a variety of reasons. The basic issue of
accountability, however, cannot be denied. The Assembly must
appreciate the historical as well as predicted effects of its
budget considerations to be able' to best manage the economy of
the Northern Territory. Value for money is the keynote of any
economic decision.

The Public Sector Accounting Standards Board (PSASB) identifies
the objectives of general purpose financial reports of public
sector bodies as the provision of information that:-

- is useful in making economic decisions; and
- satisfies accountability.

Historically, financial statements have 1largely satisfied
accountability for what has been done with public moneys. Sound
economic management, however, requires that information not only
account for where money has gone but what return has been
achieved for that expenditure.

In further support of the Auditor-General's position, the Public
Accounts Committee defers to the words of Mr R.G. Humphry who, as
Auditor-General for Victoria, stated in relation to a paper on
developments in government financial management:-

"In respect of audit/evaluation of management performance
there is a discernible trend both in Australia and overseas
towards the independent assessment of management efficiency,
i.e. assessments of how resources are managed, controlled
and accounted for how economically programs are carried out
and ‘whether they are meeting intended objectives. These
assessments are additional to traditional financial
statement/attest audits. In Australia, we have seen the
Australian Auditor-General's mandate extended to encompass
efficiency audits in addition to the auditing for financial
compliance and regularity. Similar extensions of the audit




role have occurred in Canada and the United Kingdom. The
Canadian Auditor-General employs a value for money audit
approach which focuses on whether funds have been spent
having due regard to economy and efficiency. His report to
Parliament is also required to comment on the adequacy of
management performance indicators established to measure and
report the effectiveness of programs. A broadly similar
mandate applies to the operations of the UK Audit Commission
established to independently audit the activities of UK
local government bodies. Whilst in the United States the
GAO has traditionally conducted audits and evaluations of
programs and financial operations of agencies."

3.1.2 Financial Reporting

On the matter of the quality of financial reporting in the
Northern Territory, the Auditor-General has proposed a revised
format for the presentation of the Treasurer's Annual Financial
Statements, together with a statement of assets and liabilities
to be incorporated in the annual reports of government
departments.

The Auditor-General has not proposed a balance sheet which as the
name suggests requires a balance of all assets and liabilities,
but has asked that the financial information currently available
form part of both the Treasurer's Annual Financial Statements and
departmental annual reports in a useful and standard format.

The Committee has recently received, from the Under-Treasurer, a
set of guidelines which Treasury will follow in the presentation
of its own future annual reports. (Appendix A)

The Committee strongly recommends that these guidelines be
followed by all departments and that they be supplemented by
departmental annual financial statements in the format
recommended by the Auditor-General. (Appendix B)

31103 Timeliness of Financial Reporting

With regard to the timeliness of financial reporting, the
Committee has noted considerable improvement in the past year and
welcomed the support of the then Treasurer, Mr Barry Coulter:-

"The Auditor-General's recommendations regarding timeliness
of reports by prescribed statutory authorities is fully
endorsed. As Treasurer, I am anxious to ensure that
prescribed statutory corporations, particularly those with
commercial activities, finalise their financial statements-
as soon as possible after 30 June. 1Indeed, I issued an
instrument in May 1987 which reduced the period in which




financial statements are to be prepared from 6 months to 3
months."

3.1.4 Auditor-General's Recommendations

The major recommendations of the Auditor-General were referred to
the Under-Treasurer, Dr Neil Conn, for hlS comments and these are
summarised as follows:-

AUDITOR-GENERAL'S RECOMMENDATION: -
Treasurer's Annual Financial Statements (Section 2.6)

An improved and simplified form of financial statements for
reporting government operations and financial position as a
whole should be adopted as a necessary part of the
Treasurer's Annual Financial Statements.

(The format proposed by the Auditor-General is at Attachment
B of Appendix D of this Report)

TREASURY RESPONSE: -

The format recommended by the Auditor-General covers the
standard which applies in the private sector and applies
already to many Northern Territory Government Statutory
Authorities. The Treasurer's Annual Financial Statements
could only be produced in this format if considerable
administrative effort was involved and it is not at all
clear to me yet that the effort would be well-applied or
worthwhile. Indeed, at this stage no Government in
Australia is reporting in this format for its Treasurer's
Annual Financial Statements, and I am unaware of any
commitment to-do so in the near future.

PUBLIC ACCOUNTS COMMITTEE COMMENT: -

The Treasurer's Annual Financial Statements currently comply
with the requirements of the Financial Administration and
Audit Act. This compliance however can be measured in
degrees and in terms of the need to provide financial
information that is meaningful and useful in making economic
decisions, the degree of compliance is unsatisfactory.

The point:  made by the Under-Treasurer that no other
Government in Australia is reporting in the format proposed
by the Auditor-General may be correct but the matter is not
that simple.
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The Committee is aware that:-

(a) the Victorian government now provides summarised
assets and liability information;

(b) in NSW a consolidated set of financial statements
(including a statement of financial position) was
produced by the Commission on Audit;

(c) the SA Treasury has published a macro level state
"Balance Sheet";

(d) the Commonwealth is undertaking an upgrading of
asset records which may result in that information
being disclosed in financial statements; and

(e) some overseas countries (most notably Canada and
the USA) already provide, or intend in the near
future to provide, information relating to assets
and liabilities.

With such developments, it would seem reasonable for the
Northern Territory Government to consider a revision of the
format of the Treasurer's Annual Financial Statements to
include additional information that is '"useful in making
economic decisions", such as the more readily available
asset and liability information (including, where
appropriate, Accountable Officer's knowledgeable estimates).

AUDITOR-GENERAL'S RECOMMENDATION: -
Departmental Financial Statements (Section 3.5)

Departments (and other units of administration) should
produce general purpose financial statements, an example of
which are those of my own Office set out in Section 9
(Appendix B) of this Report, and those statements should be
audited.

TREASURY RESPONSE: -

Treasury supports unreservedly -the introduction of more
meaningful and useful financial reports, but I would prefer
to defer discussions on departmental financial statements
until the draft paper on Accounting Information Systems is
available in the near future.

PUBLIC ACCOUNTS COMMITTEE COMMENT: -

The Under-Treasurer presented a paper entitled "Government
Accounting in the Northern Territory" during a briefing



before the Public Accounts Committee on 1 February 1989.
(Appendix C)

Whilst the Committee is pleased with the emerging emphasis
on performance monitoring through the phased introduction of
program reporting and budgeting by the Northern Territory
Treasury, it is considered that more needs to be done to
develop a standard set of departmental annual reporting
requirements including financial statements in the format
recommended by the Auditor-General. (Appendix B)

The commercial nature of the central accounting system will
also provide a basis for preparation of general purpose
financial statements, as proposed by the Auditor-General,
should the Government come to see value in such information.

The respective views of the Under-Treasurer °© and
Auditor-General are comprehensively covered at Appendices C
and D of this report.

AUDITOR-GENERAL'S RECOMMENDATION: -
Other Reports and Financial Statements (Section 4.5)

Action needs to be taken in respect of those prescribed
statutory corporations, commercial activities and other
entities which do not produce financial statements within
the required (or where not required, a reasonable)
time-frame.

In respect of commercial activities (Darwin Omnibus Service
and Government Printing Office). there should be a
requirement to publish a comprehensive annual report on
their operations together with the audited financial
statements.

TREASURY RESPONSE: -

Treasury certainly agrees that the timeliness of financial
reports is important. A number of Statutory Authorities
have some difficulty in preparing their financial statements
on time and I believe this matter should be taken up
directly with the relevant Chief Executive Officers.

PUBLIC ACCOUNTS COMMITTEE COMMENT: -

The situation has improved considerably since the tabling of
Report Number 3 as evidenced by the Auditor-General's own
assessment in his latest report:-




"the average time which it takes for prescribed
statutory corporations, commercial activities and other
auditees to produce their financial statements
continues to reduce. The availability of financial
information at a much earlier time means that the
information has more currency and therefore more
relevance for planning purposes."

However, the Committes notes that the Auditor-General, in
his most recent report upon Prescribed Statutory
Corporations, has expressed concern that:-

"there has been deterioration in respect of the year
ended 30 June 1988".

AUDITbR-GENERAL'S RECOMMENDATION: -
Local Government Corporations (Section 5.3)
It is recommended that:
(a) the accounting and audit requirements for Local
Government Corporations be reviewed in the light of the

costs which result from those requirements; and

(b) adherence to required reporting timeframes be monitored
more closely by those responsible.

TREASURY RESPONSE: -

The Auditor-General's comments concerning the
overly-detailed and restrictive nature of the Local
Government Accounting Regulations very closely reflect
recent comments made in Australia by other members of the
accounting profession (e.g. the Public Sector Accounting
Standards Board). .

Treasury would be willing to assist in developing better
accounting procedures for Local Government Corporations but,
in the meantime, I would suggest that the matter be taken up
with the Department of Labour and Administrative Services.

PUBLIC ACCOUNTS COMMITTEE COMMENT: -

The Committee is aware that the Northern Territory Office of
Local Government has initiated a review of the Local
Government (Accounting) Regulations, including the form of
financial statements.

The Office of the Auditor-General is participating in the
review. :




AUDITOR-GENERAL'S RECOMMENDATION: -
Commonwealth Acquittals (Section 6.3)

Action needs to be taken in respect of the accountability
arrangements for Commonwealth acquittals to ensure that:

(a) responsibilities within the Northern Territory
administration are clearly defined;

(b) adherence to required reporting time-frames is
observed; and

(c) the accounting and audit requirements are cost
effective.

TREASURY RESPONSE: -

The development of suitable arrangements for Commonwealth
specific purpose payments is a complex matter which has
significant policy implications for all Northern Territory
Departments which receive these payments, as well as for the
Northern Territory Treasury. The accountability objectives
of each program are related more to the achievement of
policy objectives rather than to accounting requirements,
but where accounting matters arise the Accounting Division
of Treasury is involved. It would be inappropriate to
involve the Auditor-General's Office in such negotiations
with the Commonwealth.

PUBLIC ACCOUNTS COMMITTEE COMMENT: -

This matter appears to have been resolved partially as
advised by the Auditor-General to the Legislative Assembly
on 4 October 1988:-

"In  March - 1988, the Under-Treasurer issued an
instruction to all departments and authorities defining
the responsibilities of individual organisations and
clarifying the administrative arrangements for
processing of acquittal statements. In this regard,
Treasury has cenfirmed its responsibility for
co-ordinating the flow of documents within the required
reporting time-frames."

However, it is apparent to the Committee that the accounting
and auditing requirements in respect of Commonwealth
acquittals are not cost effective as evidenced by the
following comment in the 1988 Annual Report of the
Auditor-General:-
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"The varying accounting and auditing requirements for each
type of commonwealth acquittal and the very specific but
non-standard form of presentation required contribute to the
cost of auditing these statements.

Particularly, the non-standard nature of the conditions of
the grants requires additional administrative . effort in
planning and reviewing the work carried out. For the year
ended 30 June 1988 the administrative costs incurred in
managing the audits of Commonwealth acquittals were three
times the average for all audits conducted by the Office.

It would be desirable if the audit effort required was
related to the size of the payments. That was not the case
last year as the six largest acquittals representing 97% of
the total value of payments for which audit reports were
required accounted for only 48% of the total audit costs.
The balance of audit costs were incurred in auditing the
other 15 acquittal statements." .

The Auditor-General went on to express concern, which is
shared by the Committee, that not only is there an imbalance
of audit .cost relative to the acquittal expenditure but
that:-

: administrative costs might be excessive; and

s certification by the Chief Executive Officer may
be more appropriate in some cases.

The Committee strongly recommends that the advice of the
Auditor-General be sought in all cases where auditing
requirements are proposed to ensure the greatest benefits be
obtained for an appropriate level of audit effort.

315D Other Matters

Other specific matters were raised by the Auditor-General on
which the Public Accounts Committee sought information from the
respective Chief Executive Officers as to:-

"l. what action has been taken to date to rectify/explain
the matters raised by the Auditor-General; and

2. what is the time scale for completing any action
outstanding."

The following is a summary of those matters:-
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DEPARTMENT OF HEALTH & COMMUNITY SERVICES

34256 during the year there had been commitment in
excess of Treasurer's Authority and expenditure in
excess of Warrant Advice. More significantly
there had been failure to comply with the
Financial Administration and Audit Act in that
there had been expenditure of funds in excess of
Treasurer's Warrant, rectification of which had
not been sought until the end of June. During the
year the Accountable Officer had advised me of
these breaches and sought any comments and
suggestions. Improvement in budgetary controls
and timeliness in the seeking of additional funds
was recommended."

i an examination of the Prison Industries Trust
Account undertaken at the request of the
Department had revealed a lack of controls in
place to ensure that all income due is received.
Recommendations for improving internal controls
were made."

"3 3113 Weaknesses in internal control and contraventions
of Treasurer's Directions in the areas of fixed
assets and expenditure systems together with a
lack of internal control over receipts and debtors
at the Marrara Stadium due to it being impractical
to segregate these duties were reported."

DEPARTMENT OF TRANSPORT & WORKS

"3.19:4 Matters referred to the Accountable Officer
included delayed banking of revenue amounting to
$125,000 received in late June 1987 but not brought to
account until 1987-88.

Copies of departmental responses together with subsequent views
of the Auditor-General on those responses are at Appendix E.

The Public Accounts Committee is satisfied that the above
matters, which were of concern to the Auditor-General, have been
resolved, or are in the process of being resolved.
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3.2 Report of the Auditor-General upon the Treasurer's Annual
Financial Statements

This report was tabled in the Legislative Assembly on 20 October
1987 as required by section 57 of the Financial Administration
and Audit Act.

The Treasurer's Annual Financial Statements comprise the
following:-

No 1. Consolidated Fund of the Government of the
Northern Territory of Australia

No 2. Trust Fund of the Government of the Northern
Territory
No 3. Statement of Funds and Public Account balances

No 4. Statement of ex-gratia payments, gifts of public
property, etc. :

No 5. Statement of loan raisings by the Northern
Territory Government

No 6. Statement of Guarantees
An explanatory note on each of the above is at Appendix F.
The Auditor-General has reported that:-

"In compliance with section 57 of the Financial
Administration and Audit Act, I have audited in accordance
with Australian Auditing Standards the Treasurer's Annual
Financial Statements, being Statements 1 to 6 inclusive, for
the year ended 30 June 1987 which were transmitted to me in
accordance with section 29 of the Act.

Statement 6 sets out guarantees and contingent liabilities
arising from financial agreements entered into by the
Northern Territory Government. As in prior years, I am
reliant on Treasury's register of guarantees and contingent
liabilities being complete in respect of the information
included in Statement 6.

In my opinion, subject to the matter referred to in the
preceding paragraph, the Treasurer's Annual Financial
Statements are in agreement with the accounts and records
kept in accordance with part II of the Act and with returns
provided to the Northern Territory Treasury by prescribed
statutory corporations.”




The Public Accounts Committee accepts _.the Auditor-General's
opinion and notes that his report is restricted to an assessment
of:-

(a) whether the information in those statements is in
agreement with the underlying accounts and records;
and

(b) whether there has been compliance with financial and
other relevant legislation."

The Committee reinforces the sentiment of the Auditor-General,
whose opinion is that in the present form, the Financial
Statements do not provide adequate information "to give a clear
picture of government operations and financial position.”

Further discussion on the matter of the form of the Treasurer's
Annual Financial Statements is at Chapter 3.1 of this report.
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3.3 Report of the Auditor-General upon Prescribed Statutory
Corporations for the year ended 30 June 1987.

This report was tabled in the Legislative Assembly on 23 February
1988 and is a supplementary report to the Auditor-General's
report on the Treasurer's Annual Financial Statements.

The report on Statutory Corporations is additional to annual
reports by the Auditor-General to the relevant Minister in
respect of each Statutory Corporation as provided by Sections 67
and 68 of the Financial Administration and Audit Act. The
respective objectives of these audits are summarised by the
Auditor-General as follows:-

"(1l) Under Section 67 -
(a) to determine whether:-
(1) the corporation is keeping proper accounts
and records of transactions and affairs
(both financial and non-financial) so far as

practicable in the same manner as a
commercial organisation;

(ii) all payments are correctly made and properly
authorised;

(iii) adequate control is maintained over its
property;

(iv) adequate control is maintained over property
in the custody of (but not belonging to) the
corporation; and

(v) adequate control is maintained over the
commitment of money;

(b) to determine:
(1) legislative and regulatory compliance; and
(ii) financial regularity;
and that the audit be planned so that there is a
reasonable expectation of detecting significant

diseconomy, inefficiency and ineffectiveness;

(c) to report forthwith to the Minister any
irregularities of sufficient importance; and
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(d) in any event, to report to the Minister on the
results of the audit and inspection under
sub-section 67(1).

(2) Under section 68, to report to the Minister -
(a) whether, in the Auditor-General's opinion:-

(i) the financial statements are based on proper
accounts and are in agreement with the
accounts and have been properly drawn up so
as to present a true and fair view; and

(ii) the receipt and expenditure of moneys and
the acquisition and disposal of property has
been in accordance with the constituting Act
and the Financial Administration and Audit
Act; and

(b) such other matters and things arising out of the
statements as should be reported to the Minister
(including matters of legislative and regulatory
compliance and financial regularlty).

The Auditor-General's report to the Legislative Assembly, on the
other hand, takes the form of an account, in summary, noting the
functions of each corporation and the extent of audit coverage
for the year and any significant findings.

3.3:1 Matters of Concern

Discussions with the Auditor-General regarding his report on
statutory corporations led to the Committee identifying a number
of issues which were of significant concern to his office. The
Committee decided to pursue a number of matters with the
corporations concerned.

A summary of those issues follows:-

CONSERVATION COMMISSION

N1 wl4 In addition to advising the Minister of the
findings of the interim audit, I voiced my concern
regarding the accounting treatment given to a loan
made by the Commission as agent for the N.T.
Government where full recovery of the debt is
uncertain.

This matter together with the accounting treatment
being given to work in progress on capital



projects was also drawn to the Chairman's
attention.”

MUSEUMS AND ARTS GALLERIES BOARD

"1.10.3

My report upon the Board's financial statements
was qualified due to the failure to present to me,
as required, its completed report on operations.

On 18 December 1987 I advised the Chairman of a
number of matters arising which required
attention.

As at the date of preparation of this Report a
reply was awaited."

VOCATIONAL TRAINING COMMISSION

"llitieas

The Department of Industries and Development has
acknowledged its responsibility to prepare the
Commission's financial statements for the period
ended 30 April 1986. Draft financial statements
were lodged in my Office on 6 July 1987 and 21
August 1987. On 21 October 1987 I informed the
Secretary of the Department that the audit task
needed to be postponed due to the inability to
find supporting documentation and the inability to
find personnel who were directly involved with the
Commission and who could assist in answering audit
queries. I further indicated that the
postponement would continue until my Office was
advised as to where documentation could be located
and appropriate personnel found.

On 8 December 1987 I provided a reminder to the
Secretary requesting a response to my earlier
correspondence.

On 19 January 1988 in an oral communication to my
authorised auditor, a departmental officer
indicated that he would try to obtain the required
information as a matter of urgency."

RACING, GAMING AND LIQUOR COMMISSION

"1.19.4

My report upon the Commission's financial
statements for the period ended 30 June 1987 was
qualified due to deficiencies noted in the control
of recording 1lotteries receipts not providing
assurance that all moneys received or receivable
would be collected and brought to account."
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TRADE DEVELOPMENT ZONE

1 .22 «3 The Authority's exposure to an occurrence of an
insurable nature, in the absence of commercial
insurance, was noted. The Chairman was asked to
clarify the responsibility of the Authority on
this matter."

Copies of responses from the above corporations, together with
the subsequent views of the Auditor-General on those responses,
are at Appendix G.

As can be seen from the appended responses, it would appear that
the corporations concerned have generally attended or undertaken
to attend to matters raised by the Auditor-General.
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CHAPTER FOUR

CONCLUSIONS

In consideration of the reports of the Auditor-General for the
year ended 30 June 1987, the Public Accounts Committee
concluded: -

1.

The legislative prescription of powers and
responsibilities of the Office of the Auditor-General
fully supports the stated aims of that Office, being:-.

"To promote improvement in the public sector
financial reporting and accounting in the Northern
Territory and to establish a recognised resource
for the promotion of improvement in the
operational efficiency of Northern Territory
public administration.” i3l paT=8)

The development of the role of the Office of the
Auditor-General towards an independent assessment of
operational efficiency is consistent with developments
in the professional field of auditing throughout
Australia and in other countries with similar
democratic and accountability processes; sk
p.8-9)

Treasury and Statutory Corporations have generally
improved the timeliness of presentation of financial
reports; (...3.1 p.9)

The absence of departmental financial statements in the
form and content of the Treasurer's Annual Financial
Statements does not provide the most desirable basis
for management of the Territory's economy and review of
that management- by the Legislative Assembly; s e e B
p.8-9)

The Northern Territory Treasury has recognised the need
to improve the quality of public sector annual reports,
as evidenced by its own guidelines for preparation of
its annual reports; (...3.1 p.9)

The Government's central accounting system, being able
to accommodate commercial accounting requirements,
provides a basis for the preparation of more
informative general purpose financial statements for
both departments and the Government as a whole;
(o3 13pel2)

The Auditor-General's concerns regarding the cost
efficiency of auditing some Commonwealth acquittals
indicate the need to review the nature of the
conditions of those grants in question. (Crmia 3l
pP.14-15)



CHAPTER FIVE
RECOMMENDATIONS

The Public Accounts Committee, .from its considerations of the
Auditor-General's reports for the year ended 30 June 1987,
recommends that:-

ik The Legislative Assembly endorse the stated aims of the
Office of the Auditor-General as being in compliance
with the intended role of that Office prescribed under
the Financial Administration and Audit Act. (o5 3Rl
p.7-8) .

In the event that the present wording of the Financial
Administration and Audit Act 1is deemed not to be
supportive of the stated aims of the Auditor-General,
the relevant legislation be so amended. (...3.1 p.9)

Departmental financial statements be prepared as an
integral part of departmental annual reports, in the
form recommended by the Auditor-General and not as
'balance sheets'. (...3.1 p.9)

Guidelines be developed along the lines proposed by the
Under-Treasurer and as to be applied in the Northern
Territory Treasury, for the preparation of all
departmental annual reports in the Territory. 3.1k
p.9)

The Northern Territory Treasury, following consultation
with the Auditor-General, enter into negotiations with
the Commonwealth regarding the most cost efficient and
acceptable form of acquittal of commonwealth grants and
specific purpose payments. (3.1 p.15)

MICR PALMER
CHAIRMAN
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NORTHERN TERRITORY OF AUSTRALIA

UNDER TREASURER GPOPMIWA
THE TREASURY TELER b et

VOCADEX 81 8348
TELEPHONE. 89 6033

Mr A G Morris

Co-Ordinator General

Department of the Chief Minister
GPO Box 4396

DARWIN N T 0801

Dear Alan

Recently . we had occasion to alter Treasurer's Directions to
require accountable officers to 1list, in ‘their annual
report, write-offs, waivers and remissions approved by them
during the year. Previously the Treasurer had done this in
his Annual Financial Statements.

This exercise sparked an examination by us of the format and
content of our own annual report, and eventually annual
reports in general. It occurs to me that the results could
be of interest to our colleagues, but possibly even more to
you as Co-Ordinator General.

As it 1is now the Annual Report writing season, you might
wish to consider the attached Guidelines for discussion by

. Co-Ordination Committee at its August meeting. We have
adopted them for Treasury, with little adaptation from the
Federal Government's 198& standards.

It would not be my wish that Treasury sponsor the adoption
of Guidelines service-wide, since many of the matters
touched upon are not Treasury's business. Nevertheless, I
see a great deal of merit in them and believe discussion of
the possibility is warranted.

Yours sincerely

/MM'
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N R CONN Ac::Do,u«T?T:ynnmzz
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10.

GENERAL PRINCIPLES fo I baniden (80d . {,.J,LA«)'

Reports should be accountsLof departmental operations
during the year under review. Special attention should
be given to changes that occurred during the year, and
departments may wish to foreshadow expected developments
in some areas.

The orientation of reports should be towards the
performance, administrative and managerial aspects of-
departmental activities, as a source of information to
the public as well as the Legislative Assembly.

Reports should be concise yet present all information
(including background information) necessary for an
understanding of the matters covered.

There should be a balance between the need to avoid
undue repetition of material available to the public
elsewhere and the need to provide a comprehensive
overview of operations.

There should be consistency with information provided by
departments in other forms (e.g. in Budget Papers). Any
material inconsistencies should be explained.

Care should be taken in presenting any comments with a
bearing on the operations of other departments or of
authorities.

The structure and layout of reports should be designed
to ensure clarity and public acceptability. Cabinet
guidelines on standards of production must be observed.
It is inappropriate for public funds to be used for the
production of prestigious and expensive reports. 1In
order to decrease the production time of annual reports,
maximum use should be made of camera-ready production.
(The Government Printer can produce final reports in the
obligatory B5 format from camera-ready A4 drafts).

The detailed content and structure of reports are the
responsibility of heads of departments, who should
consult their Ministers as appropriate.

Reports should be prepared on a financial year basis and
be available for the Estimates debates in the Budget
Sittings. When reports are not available in time,
departments should provide an interim statement in A4
duplicated form for the information of the Legislative
Assembly. In any case, reports should be available
within 6 months of the end of the reporting period.

Reports should be considered to be confidential until
tabled in the Legislative Assembly.
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CONTENTS

Each report should contain (but not necessarily be
limited to):

(a)

(b)

(c)

(d)

(e)

(£f)

(g)

(h)

(1)

(3)

a clear statement of the legislation requiring the
tabling of a report (generally Section 22(1l) of the
Public Service Act and a statement (in either the
letter of transmittal or in the contents pages) of
reports made pursuant to other Acts, which are
included in the annual report;

A clear statement of the department's goals and
objectives, highlighting any changes during the
year under review;

a description of the department's structure, with
an organisation chart showing senior officers,
regional offices -and- associated bodies, again
highlighting changes during the year;

an account of the department's significant
activities during the year, showing any programs
and legislation it administers and indicating
performance against targets, results achieved etc;

an account of the management of the department
during the year, including the operation of any
major trust funds/trust accounts and other trading
and/or cost recovery activities, and, as
appropriate, financial and staffing information of
the kinds 1listed in parts D and E of these
guidelines; ¢

information on any significant judicial decisions
affecting the department or the users of the
services provided by the department, and any
consequent changes in departmental procedures;

information concerning any major reviews of the
objectives or structure of the department during
the year, the outcome of the reviews and changes or
proposed changes resulting from each review;

' where appropriate, information on the extent and

main features of consumer complaints, indicating
any services improved or changed as result of
complaints or consumer suggestions made;

reference to other sources of information
concerning the department, including publications,
policy information and policy discussion papers,
submissions to advisory bodies or inquiries, major
Ministerial Statements printed in Hansard and major
Ministerial or departmental news releases, with
bibliographical details and addresses and phone
numbers of information officers; and

reference to the activities of small statutory
bodies which are responsible to the Minister and do
not produce reports of their own, and information
on non-statutory Dbodies in the Minister's
portfolio.




MANAGEMENT ISSUES

Where appropriate, departments should include in +their
annual reports reference to:

(a)

(b)

their approaches to financial and staff resource
management;

recent and planned developments, ,and initiatives
instituted, in financial and staff resource
management, and progress in implementing the aims
and Tequirements of financial management
improvement programs, maximum staff limitations and
program budgeting; here should be included such
aspects as:

(i) corporate planning structures and resource
management strategies;

developments in management information
systems;

the extent of delegations granted - and
functions devolved to managers and others;

management of staff resources (i.e.
comparative data on recruitments, retention
rates, exit rates and mode of separation -
e.g. resignation, invalidity, retirement);

the relationship between organisational
structure and program structure (with specific
reference to the allocation of
responsibilities between program and
functional managers);

(vi) cash management reviews; and

(vii) developments in financial/staff resource
management training;

performance measures used, or being developed, in
evaluating financial and staff resource management

" in the department;

performance-monitoring activities wundertaken by
internal units and external agencies;

progress made during the financial year in
achieving economies;

work undertaken on behdlf of the department by
other agencies, and vice versa;

work undertaken on behalf of the Commonwealth under
agency and under specific purpose payment programs,
including comment on the satisfaction of the
conditions attaching thereto;

action taken in respect of comments/criticisms in
reports - of the Auditor-General or Assembly
Committees;




procedures for the collection of revenues and the
incurring of forward obligations; the extent and
timing of wuuncollected revenues and outstanding
obligations, if applicable; and

details of breaches of approved forward obligation
limits and any other breaches of the Financial
Administration and Audit Act or Treasurers
Regulations or Directions.

As departments implement the more program-oriented
approach +to resource management and budgeting which the
Government has decided to adopt, their reports should
provide:

(a) clear statements of program objectives;

analyses of program performance and progress
towards the achievement of objectives;

an accounting for the resources used by departments
against individual programs; and

reasons for any significant delays to, or
amendment, deferment or cancellation of, programs.

FINANCIAL STATEMENTS

Elaborating on and referring to the data contained in
the Treasurer's Annual Financial Statements prepared
pursuant to Section 29 of the Financial Administration
and Audit Act and Treasurer's Direction 24, departments
should provide tables, graphs, charts (as appropriate)
showing:

(a) details of expenditure (not only from the
Consolidated Fund and from Trust Accounts
administered by the Department but also categorised
according to programs), supported by explanatory
notes; :

details of revenue received into the Consolidated

JBEund and Trust Accounts administered by the
Department by source, type and program, supported
by explanatory notes; and '

an analysis of, and an assessment of the operations
of, each fund or account; the analysis and
assessment should be related not only to the inputs
involved - financial and staffing - but should also
cover the impact on the outputs and outcomes of the
programs to which they relate.

Tables, graphs, charts, etc. should be accompanied by an
explanation of significant changes from one year to the
next and must be consistent with other published
financial data (any material differences should be
explained). Data should include current year actuals
and budget estimates and actuals for at least the
previous year.




16. In accordance with Treasurer's Direction 24.7A, the
.department's annual report must include:

(a) a summary of Territory moneys and public property
written off by the Accountable Officer during that
financial year and classified according to the
nature of the event which necessitated the write
off action; and

a summary of every case where the Accountable
Officer has approved the waiver or remission of the
Territory's right -to Tecover moneys or property
during that financial year.

Information to be included in annual reports shall be
those cases where write off or waiver action is approved
by the Accountable Officer under either of the
following:

(i) delegation given by the Treasurer under Section 73
of the Financial Administration and Audit Act; or

(ii) any other 1legislation governing the Department's
activities.

Where a department undertakes operations of a commercial
or quasi-commercial nature in respect of which the
Treasurer has determined, pursuant to Section 24.8 of
the Financial Administration and Audit Act, the form in
which it shall prepare financial statements for those
operations, the departmental annual report should:

(a) incorporate financial statements in the form
determined;

(b) provide information as to the operational
performance of the undertaking (e.g. the operating
surplus as a proportion .of working capital
provided, trends in turnover, etc.) including,
where practicable, non-financial performance
measures.




18.

19:¢

20.

2l.

225

STAFFING INFORMATION

Departmental annual reports should provide an overview
of the staffing levels and characteristics of the
department, with statistics in a sufficiently
standardised form to permit comparisons with
Service~wide statistical information published by the
Public Service Commissioner. Figures included in
reports should be consistent with figures provided in
returns of staff reported to the Public Service
Commissioner.

The kinds of staffing information in reports should
include information on the classifications and locations
of staff, with indications of how many staff are
employed full-time/part-time/on a casual basis and how
many are employed under the Public Service Act/other
Acts. The numbers of men and women in the department
and in various categories of staff should be shown.

Details should be included of the extent to which
external consultants are used by the department,
including (where practicable) the names of the
consultants, the projects involved, the cost to the
department and the justification for their use.

Accounts should be given of activities in the field of
occupational health and safety, compensation and
rehabilitation and the department's equal employment
opportunity plan.

Other kinds of staffing information, reflecting the
nature of particular departments and their work, should
also be included in annual reports as appropriate.

N e
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Section 9: Financial Statements
of the Office of the
Auditor-General

OFFICE OF THE AUDITOR-GENERAL

FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 1987

The financial statements which follow consist of:

Statement of Receipts and Payments on the Consolidated Fund
Statement of Receipts and Payments on the Trust Fund
Statement of Assets and Liabilities

Notes to and formmg part of the Financial Statements (including details of co:nngs
charged to the various audits)

These financial statements are not presently audited because there is no legislative
requirement that they be prepared and audited.
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Office of the Auditor-Gieneral

STATEMENT OF RECEIPTS AND PAYMENTS ON THE CONSOLIDATED
FUND

for the year ended 30 June 1987

Budget for i Actual for Actual for
Year Ended Note Year Ended Year Ended
30 June 1987 ‘ 30 June 1987 30 June 1986
$ : $ $
A RECEIPTS l(e).2(a).3 —_ —_

PAYMENTS 1(H).2(b).4
Appropriation Expenditure

340.000  Salaries and Payments in

the Nature of Salary - 310,045 330.094
Administrative Expenses
Authorized Auditors” Fees 919,644 784.234
Duty Fures. Travel and
Subsistence 21.338 15.471
Payroll Tax 20807 20342
Recruitment and
Relocation 11.557 7.582
Recreation Leave Fares 5.975 12.897
Vehicle Maint. Rego.
Ins. and Hire 20198 1.676
General Eguipment.
Muchinery and Services 7.280 12.544
Printing and Publication 13.613 9.198
Telephone and Postage 11.616 el
Advertising (Recruitment)  3.470 4.629
Computer Services 3.980 —
Consultants Fees = ESE) —
Staff Rent 4.835 =
General Office Expenses 16,526 12.776
1.058.000 : 1.057.861 889.661
— Cupital ltems — =959
1.398.000 1.367.906 1.232.694

Special Appropriation
73.000 Salary and Allowances

— Auditor-General 65.132 63.76()
$1.471.000 TOTAL PAYMENTS $1.433.038 $1.298.454

This Statement of Receipts and Payments on the Consolidated Fund is to be read in
conjunction with the notes to and forming part of the financial statements.

- Unaudited -
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. Office of the Auditor-Gereral
STATEMENT OF RECEIPTS AND PAYMENTS ON THE TRUST FUND

for the year ended 30 June 1987

Year Ended Year Ended

Note 30 June 1987 30 June 1986
$ $
RECEIPTS 1(e).2(a) Nil Nil
PAYMENTS 1(f).2(b) Nil Nil

Balance brought forward from

previous vear Nil . Nil
Balance as at 30 June Nil Nil

This Statement of Receipts and Payments on the Trust Fund is to be read in
conjunction with the notes to and forming part of the financial statements.

- Unaudited -
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Office of the Auditor-General
STATEMENT OF ASSETS AND LIABILITIES

as at 30 June 1987

Year Ended Year Ended
Note 30 June 1987 30 June 1986
$ S
ASSETS 3
Financial Assets
Cash on hand 6 200 200
Work-in-progress 7 57,397 7,952
Total financial g e b
assets 57,597 63.152
Physical Assets
Property, plant and
equipment 1(g).8 54,654 54.654
[nventories 1(h).9 2,700 2,400
tal physical
P 57.354 57.054
TOTAL ASSETS $114.951 $125.206
LIABILITIES
Accounts pavable 10 60,243 36.630
Employee entitlements 1(1).11 1085722 96.428
TOTAL LIABILITIES $168.965 $133.058

This Statement of Assets and Liabilities is to be read in conjunction with the notes
to and forming part of the financial statements.

- Unaudited -
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Section 9

Office of the Auditor-General

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

for the vear ended 30 June 1987

NOTE 1: SIGNIFICANT ACCOUNTING POLICIES

The Office of the Auditor-General was established on 1 July 1982. The function of
the Office is to provide independent audit examinations of the various operations
and undertakings of the Northern Territorv government as required by the
Financial Administration and Audit Act and other legislation.

For administrative arrangements purposes responsibility for the Office of the
Auditor-General is allotted to the Chief Minister.

()

(b)

- (¢)

Office of the Auditor-General as an accounting entity

The Office of the Auditor-General is a unit of administration of the Northern
Territory government. As such the receipts and payments of the Office. are
recorded in the Public Accounts established by the Financial Administration
and Audit Act to record the cash transactions of the Territory. The Public
Accounts consist of the Consolidated Fund (see Note 1(b) below) and the
Trust Fund (see Note 1(c) below). Most moneys in the Public Accounts are
kept in the main bank account. the Northern Territory Government Account.

Since the Office of the Auditor-General is not a corporate entity. any assets
held by the Office are the property of the Northern Territory government and
any liabilities incurred by it are. likewise. the responsibility of the Northern
Territory government. Nevertheless, in the interest of more meaningful
reporting. the financial statements have been prepared as if the Office were
capable of owning assets and incurring liabilities in its own right.

The Consolidated Fund

The Consolidated Fund is the principal operating fund of the government and
is financed by Territory-raised revenue and Commonwealth financial
assistance for general and specific purposes. Payments can be made from the
Consolidated Fund only by the authority of:

(i) the annual Appropriation Acts which impose a limit on the amount that
may be spent during the financial vear: and

(1) Special Appropriations which stand pursuant to specific legislative
provisions such as that for the salary and allowances of the Auditor-
General under section 39 of the Financial Administration and Audit
Act.

The Trust Fund

The Trust Fund consists of various trust accounts established to accommodate
transactions for specific purposcs.
- Unaudited -
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(d) Basis of accounting

A part of the financial statements has been prepared on a cash basis and a part
has been prepared on an accrual basis. The cash basis recognises trunsactions
in the period in which the related cash receipt or payment occurs. The accrual
basis recognises revenues and expenses in the period in which they are
considered to have been earned and incurred. respectively. whether or not
such transactions have been finally settled by the receipt or payment of cash.

The part which has been prepared on a cash basis is the Statement of Receipts
and Payments on the Consolidated Fund and the Statement of Receipts and -
Payments on the Trust Fund.

The Statement of Assets and Liabilities as at the end of the year has been
generally prepared on an accrual basis using the historical cost convention as
if the Office were capable of owning assets and incurring liabilities in its own
right (see Note [(a) above).

A more detailed description of the basis of accounting appears below.
(e) Receipts

[tems in this category are brought to account on a cash basis — that is, it
represents amounts actually received during the financial vear and recorded in
the Consolidated Fund or the Trust Fund as a transaction of the Office of the
Auditor-General. During the year ended 30 June 1987 the amount received by
the Office of the Auditor-General was nil (1986 — nil). i

The amount shown as budgeted receipts for the year was estimated at the time
" of preparation of the Northern Territory’s annual budget and was included in
the Statement of Revenue Sources 1986-87 (Budget Paper No 2).

(f) Payments

[tems in this category are brought to account on a cash basis — that is. it
represents amounts .u.tuallv paid during the financial vear and recorded in the
Consolidated Fund or the Trust Fund as a transaction of the Office of the
Auditor-General.

It includes cash payments during the year on both operational and capital
items. [t includes amounts paid during the vear in respect of costs incurred in
earlicr vears.-

[t does not include costs such as the following: -

® Dbook losses on disposal of assets or assets lost or written-off (see Note 3);

® depreciation of property. plant and equipment (see Note 8):

e accounts for goods and services received during the financial year but -
which were unpaid at the end of the financial year (see Note 10):

e emplovee entitlements which accrued during the financial year (see
Note 11); and
- Unaudited -
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(h)

()

Section 9

e emplover’s contributions which accrued during the financial vear in
respect of emplovee superannuation funds (see Note 12).

The amounts shown as budgeted payments for the vear represent:

(i) the amounts provided by the Appropriation Act together with any
subsequent approved variations: and

(ii) in the case of Special Appropriations. the amounts estimated at the time

of preparation of the Northern Territory’s annual budget and shown as
Special Appropriations in Budget Paper No.3.

Property, plant and equipment
Property. plant and equipment items are reported at original cost. The total

value of items costing less than $2.000 has been estimated. No charge is
brought to account for depreciation.

Inventories

Inventories are valued at the lower of cost and net realisable value.

Employee entitlements

This represents the amounts expected to be paid to. or on behalf of.
employees for long service leave. annual leave and airfare entitlements. No
amount is brought to account in respect of sick leave since it is considered that
no liability arises until sick leave occurs.

In the case of long service leave the emplovees’ entitlements vest after the
completion of 10 vears service. The accruing liability is recogniscd in two-yvear
increments in each of the sixth to tenth vears.

In respect of annual leave and airfare entitlements the accruing liability is
recognised as legal entitlement occurs.

Emplovee superannuation entitlements are dealt with in Note 12.

NOTE 2: AUTHORITY FOR TRANSACTIONS

(a)

(b)

Receipts

All receipts of money by the Office of the Auditor-General must be credited
to the Consolidated Fund (Note 1(b) above) except that which is required or
permitted to be credited to an account of the Trust Fund (Note 1(c) above).

Payments

Payments can be made from the Consolidated Fund (Note 1(b) above) only
by the authority of Special Appropriations and the annual Appropriation Acts
which impose a limit on the amount that may be spent during the financial
vear. The balance of annual appropriations unspent at the end of a vear lapse.

- Unaudited -
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[n addition. the authority of a Treasurer's Warrant is required before
payments can be made from the Fund and commutments on the Fund can only
be made within the limit of the Treasurer’'s Authority.

Payments can be made against an account of the Trust Fund (Note l(c)
above) only tor the purpose for which that account is established or for any
other purpose authorised by the Financial Administration and Audit Act or
any other law of the Territory. [n addition. a payment may only be made if
there is a credit balance in the trust account sufficient to meet the payment.

NOTE 3: AUDIT FEES CHARGED TO AUDITEES

During the vear ended 30 June 1987 the amount received by the Office of the
Auditor-General was nil (1986 — nil). However, the Northern Territory Treasury
levied and received the following amounts as a charge for audit fees on the basis of
costs incurred by the Office of the Auditor-General:

1987 1986

$ $

Darwin Port Authority . 37.079 21.662
Jabiru Town Development Authority 5.970 11.463
Northern Territory Housing Commission 103.857 85.942
Northern Territory Electricity Commission 77,369 92979

$224,275 $212.046

Any amounts charged to auditees by the Northern Territory Treasury and still
owing at vear end are not brought to account by this Office as accounts receivable.

Costs incurred in respect of other audits are not recovered (Note 18).

NOTE 4: PAYMENTS

In addition to the cash payments shown in the Statement of Receipts and Payments
on the Consolidated Fund. the Office utilised the following resources for which no
charges were made by the provider:

1987 1986
S S
Administrative assistance 2 5
Legal advice 7 <
Rent 48,825 913
Cleaning : 3.415 2.904
Electricity : 3,864 5.538
Other property expenses 1,332 1.126
Central government telephone ’ &

Central computer services

(* Information not readily available)

- Unaudited -
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NOTE 5: ASSETS LOST OR WRITTEN-OFF

Assets lost or written-off during the financial year and reported in accordance with
the Treasurer’s Directions were: y

1987 1986

$ $

“Ex-Gratia™ Pavments Nil Nil

Moneys and Public Property Written-Off Nil Nil
Waiver of Right to Recover Money or

Public Property Nil Nil

Gifts of Public Property Nil Nil

Book losses on disposal of assets in the normal course of operations are not
included.

NOTE 6: CASH ON HAND

This item represents the amount of the cash advance held at vear end. The Office
of the Auditor-General has no separate bank account and all transactions are
through the main government bank account.

NOTE 7: WORK-IN-PROGRESS

This represents costs incurred to 30 June in respect of those auditees for which
oncharging applies (Note 3) but which will not be charged to the auditees by the
Northern Territory Treasury until the following year. From the time this Office
advises the Northern Territory Treasury of the amounts to be charged they are no
longer treated as assets of this Office.

NOTE 8: PROPERTY, PLANT AND EQUIPMENT

This item as at vear end consists of:

1987 1986

$ ; $

Equipment 9.358 9.358
Motor vehicles 26,296 26.296
Items costing less than $2.000 (Estimated) 19,000 19.000
: $54.654 $54.654

- Unaudited -
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NOTE 9: INVENTORIES

[nventories consist of printed reports and otfice supplies on hand as at year end and
the values have been estimated at:

Printed reports
Office supplies

NOTE 10: ACCOUNTS PAYABLE.

Accounts payable as at year end were:

Authorized Auditors’ fees
Other administrative expenses

NOTE 11: EMIPLOYEE ENTITLEMENTS

Amounts expected to be paid to. or on behalf of. employees for entitlements as at
year end were:

Long service leave
Annual leave
Airfares

NOTE 12: SUPERANNUATION COMMITMENTS
Contributions in respect of employee superannuation entitlements are made on an
emerging cost basis by the Northern Territory government as a whole.

- Unaudited -
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Employer’s contributions are estimated to be accruing at a rate of 17% of salaries
for those emplovees who are members of the Commonwealth Superannuation
Scheme (CSS) and at a rate of 12% of salaries for those who are members of the
Northern Territory Government and Public Authorities’ Superannuation Scheme
(NTGPASS).

On this basis. the expense which accrued during the vear ended 30 June 1987, in
respect of this Office’s share of the contribution to the employees’ superannuation
schemes would have been $49.150 (1986 — $47.505).

Whilst actuarial valuations con indicate what shortfalls (if any) exist in the
superannuation schemes and. therefore, what amounts would need to be
contributed by the government in total. such information is not readily available for
individual units of administration such as this Office.

NOTE 13: LEASE COMMITMENTS

Future lease rental payments in respect of a residence and an item of leased
equipment are: A

1987 1986

$ $

Due within 1 vear : 13.411 2.136
Due within 1-2 years 2150 2.136
Due within 2-5 years 2,670 4.806
Due after 5 vears — —
$18.217 $9.078

The Office does not capitalise finance leases: that is. those leases of equipment
under which the lessee assumes substantially all of the risks and benefits of
ownership.

NOTE 14: OTﬁER CONTRACTUAL COMMITMENTS

1987 1986
: $ 3
Commitments under contracts for
Authorized Auditors’ services are:
Due within 1 vear 631.142 446.320
Due within 1-2 years 834,810 265.209
Due within 2-5 vears : 1.252.215 -
Due after § vears — -
$2,718,167 $711.529

During the year ended 30 June 1987. new contracts were entered into for
Authorized Auditors’ services for the 3 vear period commencing on | January 1988.
- Unaudited -
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NOTE 15: INSURANCE

[n accordance with government policy the risks of the Otfice of the Auditor-
General are not insured (with the exception of third party motor vehicle insurance)
since. to the greatest extent possible. the government acts as its own insurer.

NOTE 16: AUDITORS' REMUNERATION

The following amounts were paid during the year to the Authorized Auditors
responsible for the audit of the Office of the Auditor-General in the year:

1987 1986
$ S

Audit of the Office of the
Auditor-General S 837 359
Other services of a material nature 176,792 150.810
$177.629 S151.369

The audit of the Office of the Auditor-General involves the audit of the books and
records required to be kept by the Office. [t does not include the audit of these
financial statements since there is presently no legislative requirement that they be
prepared and audited.

Other services were provided by the Authorized Auditors and paid for by the
Office in accordance with contractual arrangements by which the field audit of my
auditees is allocated to various private sector Authorized Auditors.

(See Note 14).

NOTE 17: ECONOMIC DEPENDENCE

The continued operation of the Office of the Auditor-General is dependent upon
funding by the government to meet proposed payments by the Office.

NOTE 18: DETAILS OF -COSTINGS CH.—\RGED TO THE VARIOUS AUDITS

The following costings were charged to the various audits on an internal costing
system maintained during the year by the Office of the Auditor-General:

(a) the time spent by my professional staff (Principal Auditors) on each audit was -
recorded during the year ended 30 June 1987 at an average $42 per hour (1986
$40 — per hour) and costed directly to the particular audit concerned:

(b) any fee paid to an Authorized Auditor for audit work was costed directly to
the particular audit concerned; and
- Unaudited -
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(c) other administrative expenses plus an estimated charge for rent. cleaning,
electricity and other property expenses (see Note 4) were apportioned to each
individual audit in the same proportion as the total Principal Auditor and
Authorized Auditor costing for that audii Lears to the total Principal Auditor
and Authorized Auditor costing for all audits.

The following costings for each category of audit resulted:

1987 1986 1987 1986
$ $ % Ge

Treasurer's Annual Financial

Statements 49.945 31.949 4 2
Departments and other units of '

administration 549,497 609.319 38 48
Prescribed statutory corporations 421.042 448.259 29 33
Commercial activities conducted by

departments 51.062 45.107 Vol 4
Other audits by arrangement under :

the Financial Administration and
~ Audit Act 20.879 4.027 1 -
Audits performed under Northern

Territory Acts other than the

Financial Administration and

Audit Act 245.024 144,328 17 11
Commonwcalth grants and specific

purpose payments 94,191 ’ 7 .

$1.431.638 $1.282.989 100%  100%

(* The separate costs of auditing Commonwealth grants and specific purpose
pavments during the 1986 financial vear are not readily available. They are
included in the audit costs of the individual auditees responsible for maintaining the
related accounting records.)

The total costings shown above do not equal the total of the related payments
shown in the Statement of Receipts and Payments on the Consolidated Fund
because the above costings include an estimated charge for rent. cleaning.
electricity and other property expenses for which no actual payment is made (see
Note 4) and the exact amounts of which are not known until after vear end.

The costings are not directly comparable from vear to vear because they have been
prepared primarily on a cash accounting basis. That is. the costings represent work
paid for during the vear rather than work done in respect ot the vear regardless of
when that work is actually done or paid for.
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Costings for individual audits in each category were:

1987 1986
Audit Costings Costings
S
TREASURER'S ANNUAL
FINANCIAL STATEMENTS 49.943 31.949
PUBLIC ACCOUNTS AND OTHER ACCOUNTS

Department of the Legislative Assembly 7,959 6.251
Department of the Chief Minister 14.377 9.852
Northern Territory Police. Fire and’

Emergency Services 15.601 15.502
Office of the Public Service Commissioner 11,721 Ul
Office of the Auditor-General 1.591 4,423
Ombudsman for the Northern Territory 6.520 1.452
Northern Territory Treasury 79,671 38.364
Department of Mines and Energy 24.583 25.708
Northern Territory Water Authority 6.358 —
Department of Transport and Works 37.827 91.248
Roud Safety Council of the Northern Territory 1.324 73
Department of Ports and Fisheries 18.507 10.364
Department of Lands 34,474 41,433
Palmerston Development Authority 547 310
Department of Law 23.616 22,543
Department of Education 62.608 82.190
University Planning Authority 510 3.698
Department of Business. Technology and
Communications ; DL271 —
Department of [ndustry and Small Business — 18.848
Department of Health 72.959 69.899
Liquor Commission of the Northern Territory 4,523 4.669
Department of Community Development 7 34.886
Department of Correctional Services 21,781 16.677
Department of Youth. Sport. Recreation and
Ethnic Affairs . 14,143 10.969
Department of Primary Production 37.514 41.748

549,497 609.319

PRESCRIBED STATUTORY CORPORATIONS
Agricultural Development and Marketing Authority 16,578 23.619
Araluen Arts and Cultural Trust 11,761 17.946
Cobourg Peninsula Sanctuary Board 1.489 1.716
Conservation Commission of the Northern Territory 47.744 +.402
Darwin Community College — 28.021
Darwin Port Authority 22.539 37,620
Jabiru Town Development Authority 4,851 5.184
Museums and Art Galleries Board 10,238 122218
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1987 1986
Audit Costings Costings
: s S
Northern Territory Development Corporation } P
Territory Loans Management Corporation | AN Hgian
Northern Territory Electricity Commission 86.176 101.736
Northern Territory Grants Commission PR3 _
Northern Territory Housing Commission 100.153 79.456
Northern Territory Totalizator Administration
Board 17.417 15.805
Northern Territory Tourist Commission 24.539 16.430
Northern Territory Vocational Training
Commission 4.612 4.758
Racing and Gaming Commission 10.007 17,189
Racing, Gaming and Liquor Commission 5.313 -
Surveyors Board of the Northern Territory 5.333 170
Trade Development Zone Authority 13,365 4.252
Work Health Authority 2.144 —_

COMMERCIAL ACTIVITIES CONDUCTED BY

DEPARTMENTS
Darwin Omnibus Service
Government Printing Office

OTHER AUDITS BY ARRANGEMENT UNDER THE
FINANCIAL ADMINISTRATION AND AUDIT ACT

Droving Australia Pty Limited

VICO Pty Limited

Northern Territory Electricity Commission
Superannuation Scheme for Trade Categories
Northern Territory Police Supplementary
Benefits Scheme

Northern Territory Government and Public Authorities

Employers Superannuation Trust Fund

421.042 448.259

15.919 17.608
35.143 27.499
51.062 45.107
2.233 =
3,735 P
6,106 1.972
5,013 2.055
3,792 o
20.879 4.027

AUDITS PERFORMED UNDER NORTHERN TERRITORY
ACTS OTHER THAN THE FINANCIAL ADMINISTRATION

AND AUDIT ACT
Alice Springs Town Council
Darwin City Council
Katherine Town Council
Palmerston Town Council
Shire of Litchfield
Tennant Creek Town Council
- Unaudited -
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30.330 26.883
48.173 45.318
48.027 18.792
13125 18.506

4.604 3.006
21.930 16.197




1987 1986
Audit Costings Costings
e | &)
Board ot Trustees Nhulunbuy Public Cemetery 567 793
Legislauve Assembly Members® Superannuation Trust 4,395 3.659
Public Trustee 3.221 7.743
Darwin I[nstitute of chhnolozv 43,269 791
Menzies School of Health 13.180 2.392
Superannuation [nvestment Board 2.468 —
University College of the Northern Territory 9225 248
245.024 144,328
COMMONWEALTH GRANTS AND
SPECIFIC PURPOSE PAYMENTS *
Australian Bicentennial Road Development 3.751
Community Employment Program 5.425
Education - Tertiary Education Assistance 24,308
- Participation and Equity 5.376
Land Transport 5.630
Liquefied Petroleum Subsidy Scheme 1,749
Local Government Tax Sharing 1.510
Rural Adjustment Scheme 3.045
Bicentennial Commemorative Program
- Aboriginal Pharmacopoeia Project 3.077
Bovine Brucellosis and Tuberculosis Eradication
Campaign 17.445
National Estate 7,050
Natural Disaster Relief and Restoration 5,187
Rum Jungle Rehabilitation Project 5.254
Uluru National Park 405
Water Resources Assessment and Floodplain
Management : 4.779
x 94,191 i

$1.431.638

S1:282.989

(* The separate costs of auditing Commonwealth grants and specific purpose
payments during .the 1986 financial year are not readily available. They are
included in the audit costs of the individual nudltees responsxble for maintaining the

related accounting records.)
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Attachment

Treasury Cbjectives ‘A’
Treasury Organisation 1B
Treasury Staff Resources Summary ey

Treasury Activities, Programs and Development Initiatives

. Corporate Management Dol
- Resources and Expenditure Management D2
x Financial'Systems and Services Dia3
P Information Systems aAd Services D.4
s Superannuation Services D315
A Debt Servicing D.6
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ATTACHMENT 'A'

TREASURY OBJECTIVES
The objectives of the Northern Territory Treasury are:

< Tc allocate and account for the  use of financial
resources in accordance with the priorities' of
Government. -

To advise Government on policy and to manage efficiently
the collection of Territory taxation and other revenues.

A To assess major projects and provide broad economic
assessments, statistics and advice on a regular basis to
Government.

. To advise Government on inter-governmental financial
relations, particularly financial agreements with the
Federal Government.

= To provide reliable advice to Goveranment, Departments
and Authorities on financial reporting and management
issues.

To provide Departments and Authorities with an efficient
and reliable accounting system and centralised
accounting services.

To facilitate access by the Territory public sector to
adequate financial resources at reasonable cost,
including the implementation of a timely and effective
Government borrowing program.

To invest surplus funds to achieve the highest return at
an acceptable level of risk and in a  manner consistent
with efficient cash management across the public sector.

. To provide Departments and Authorities with modern,
cost-effective and dependable information technology and
communications systems.

. To administer efficiently and equitably Government
superannuation programs.
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NORTHERN TERRITORY TREASURY

ATTACHMENT

IBI

ORGANISATION
Commisaioner Taxes
R T i T Ly RO e R of Taxes — Office
(David Read)
Director Budgets Budgets
Senior Director (Jane Large) o] Division
Programs and Resources
[ (Jennifer Prince)
ooty tnde? Director Resources Resources
S R (Don Fuller) 5 Division
Treasurer (Finance)
(Ken Clarke)
Director Funding Funding and
and Projects =1 Projects Division
(Mahen Gunaratnam)
Somor Di""_"' Accounting Palicy and
Faatcial Sk | Development Sranchesy
(Michael Martin) |
L Director Accounting Accounting
Under Services =] Cperations Division
Treasurer — (Bill Van De Werken)
(Neil Conn)
Administration
Cirector Administration{ Divisi
(Denise Paech) (i
Director Administration | Administration ana
™ and Planning = Ptanning Civision
(lain Harris) [
Deputy Under Senior Director Development
- L Treasurer (Services) ——  NCOMServices  __  pirector Development | o, ae Division
(John Gardner) (Ray Allwright) Services
(lan Lowe)
3 Computing Services
L. Director Computing _| Civision
Services
(Pster Godbold)
Superannuation
eeececcesssersesssecses e Commissioner of - Ctfice
Superannuation
(Barry Thomson)

27 January 1989



ATTACHMENT 'C'

TREASURY STAFF RESOURCES SUMMARY

ESTABLISHMENT AND STAFFING AS AT 1 JANUARY 1989

- MSL Actual
. Executive * 9 9
. Administration Division 3% 35
. Budgets Division 19 22
. Resources Division 10 10
. Taxes Office 25 27
. Funding and Projects- Division 13 13
. Accounting Operations Division 29 28
. Accounting Policy and Development 13 12
Branches
.. NCOM Administration and Planning 30 22
Division
. NCOM Development Services Division 47 49
. NCOM Computer Services Division 87 ol
. Superannuation Office 14 13
327 312

* TIncludes Senior Directors and Executive Support Unit
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ACTIVITY: C(CURPORATE MANAGEMENT ; ¥ D.1

The Executive Program covers responsibility for the monitoring,
control and co-ordination of the Department's activities, as well as
provision of advice to the Treasurer and Cabinet.

Responsibility: Executive

Resources: MSL 9
Budget 1988/89 $515,000

The Administration program covers the provision of human rescurce
management, finance, . library, registry and office services to all
functiocnal areas of the Northern Territory Treasury, plus the provision of
a salaries agency service to the Ombudsman and the Racing, Gaming and
Liquor- Cammission.

Responsibility: Acministration Division

Resources: MSL 31
: Budget 1988/89 $2,703,000

Task Description Target
Date
. Staff Management and Review and develcpment Sept 1989
Development of staff recruitment and

1 training initiatives to
improve long term
staffing adequacy and
retention

~ Treasury Asset Management Program for control of =~ June 1989
significant assets
(Over $2000)

490189001, ,20




‘Financial. Manacement

Informaticn Technology
Planning

jgo189001,,20

Introducticn of July
autamated financial

management processes

including accounts

receivable and purchase

orders

Review the future July

Library Infonmation
Services to support
Treasury activities

Review and develop a Dec
co-ordinated information
technology structure to
support Departmental
activities

1989

1989

1989




ACTYTIY:  RESOURCES AN9 PXPENDITURE MANAGEMENT D.2

The Budget Develomrent and Management Program has as its objective
the provision of . camwrehensive, reliable financial information on which
budget decisions are made. It includes advice on budget policy issues,
budget development and the co-ordination and analysis of financial data
during the preparation and monitoring stages of the budgetary cycle.

Responsibility: Budgets Division

Resources: MSL 19
: Budget 1988/89 $861,000

Task Description Target
Date
. Budget Development : Examine and prepare Ongoing =
; cptions for further first
develomment of the target date
budget processes so July 1989

as to improve
decision-making and
accountability

Budget Planning Investigate the Pec 1990
feasibility of a 3 year
budget cycle

Budget Data Base Establishment of fully July 1990
integrated budget
development/reporting
svstem using a range
of classification methods
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The Resuces Policy avi Econowic Assesspent Program aims to
optimise the net inflow of financial rescurces into the Territory and the
provision of sound advice for rescurce allocation decisicns. It covers
responsibility for the develomrent and analysis of econamic and financial
plans; strategies with regard to Camcnwealth/State/Local —Goverrment
financial relations; the maintenance of cawprehensive econamic.statistics
and the analysis of these statistics; and advice to Goverrment on the
implicaticns of major expenditure proposals.

Respensibility: Resources Division

Resocurces: MSL 10
: Budget 1988/89 $581,000

B ey

Date

3 Intargoverrmental Relations Maintanance of high Ongoing
level of expertise in
intergovermment financial
relations so as to
maximise financial
rescurces into the
Territory

. Performance Indicators Development of June 1991
knowledge and expertise
in the use cf perfocrmance
' indicators to assess
rescurce allocation
effectiveness in NT
public sector
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Econamic and Demographic
Data Base

A : 'Monitorim; the Territory's
Econamic Performance

7 Econamic mdel].ing

Regional Population
Projections

The Territory Taxation Management

Establishment of July
carprehensive

socio/econamic

database for use in

econamic development

and planning

Monitor the performance
of important econamic
variables and provide
briefing to the
Goverrment

Ongoing

Construction of detailed Feb
input-ocutput tables and
estimation of production

and consumption induced
erployment and incame
multipliers for various
sectors of the Territory
econany

Provision of population
projections on a
Territory and regional
basis

Program covers advice

Ongoing

1989

1990

on

internal revenue issues and administration of the relevant Acts so as to
maximise the revenue within the parameters established by the legislature,
as well as to minimise losses to revenue from avoidance and evasion
practices. The program also provides for policy advice to Goverrment cn

internal revenue issues.

Responsibility: Taxes Office

Resources: MSL 25

: Budget 1988/89 $1,105,000
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sk

; Cost/Benefit analysis of
projects

. Production of structured
cashflow

. Consolidation of
semi-goverrment
loans

% Prepare report on

feasibility for
establishing C3A

§g0189001, ,20

Descripticn

Review use of
input/ocutput model

and econcmic indicators
for project evaluation

Review and implement as
necessary an improved
funds management program
for longer temm
investment

Examine prospects for
the re-issue of small
loan parcels into
selected maturities

Identify advantages over
current practice and
precedures

Identify major areas of
risk and advise on risk
management

]

J

Date

Feb

Feb

Apr

arget

1989

1989

1989 .-

1989

1989




ACTIVITY: FINANCTAL SYSTr#ss AND-SERVICES . . 2 D.3

The Accounting Services Program provides - .centralised accounting
services to most Government agencies. . These services include accounts
processing and ledger, payroll, reconciliation and banking 'administration.
The program also provides for statutory and other glabal financial
reporting to Goverrment through Treasury.

Responsibility: Accounting Operations Division

Resources: MSL 29
: Budget 1988/89 $2,159,000

Task Description Target
Date
. Personnel Information Participate in July 1989
and Payroll System evaluation of
responses
5 NTIG Banking Evaluate options Sept 1989
‘ for future arrangements
regarding the

Governmment's banker

. Corporate Credit Cards Full introduction Dec 1989
across Goverrment

Electronic Funds Evaluats methodology July 1990

Transfer 2 and introduce program
as required
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The Acommting- Policy and Development Program  pravides  for
continual research into accounting issues and financial systeus
developments. The program provides for the application of this research to
the development, implementation, monitoring and improvement of the
financial recording and reporting systems as well as accounting practices

for the Northern Territory Goverrment.
Responsibility: Accounting Policy and Development Branches

Rescurces: MSL 13
Budget 1988/89 $450,000

Task Description Target
' Date
. Financial Administration Amend those secticons July 1989
and Audit Act highlighted by Audit
camment and legal
opinions
: Treasurer's Directions Review selected July 1989
Directions in light
of GAS developments
and Payroll and banking
procedures
s Future Directicns Review of alternative Dec 1989
in Public Sector accounting methodologies
Accounting against the criteria of

490189001, ,20

reporting meaningful
information and
providing a cost
effective accounting
sexvice




Systen
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Carplete implementation Dec 1989
of all modules

Implementation of Dec 1990
Version 2 Masterpiece



ACTIVITY: INFORMATICY SYSTEMS AND SERVICES . D.4

The Systems Managemeat Program covers the planning and control of
information technoleogy services for use throughout the Northern Territory

public sector.

Responsibility: NOOM Administration and Planning Division

Resources: MSL 30
Budget 1988/89 $1,785,000

Task Description Target
Date
. Disaster Recovery Development of improved Dec 1990
disaster recovery
capability
Performance Reporting Improve on-line July 1989

performance monitoring
for system usage trends
and performance

- Public Data Access System Introduction of secure Sept 1989
Public Access capability
to selected Goverrment

- Data bases
3 Expert Systems Develomment of 5th ~ Not Specified
Generation systems Research
techniques for use Exercise

throughout Goverrment
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Client Billing

Change/Prcblem Management

jgo189001,,20

Upgrade and integrate
existing client billing
systems into cne
consolidated system

Develop/acquire new
procedures and software
to improve change/problem
management




The...

Systems . Development apd Support program covers provisicn of

informaticn technoloéy development services and technology support to users
of information technology throughout Government.

Responsibility: . NCOM Development Services Division

Rescurces: MSL 47
: Budget

1988/89

$Nil

Departments and Authorities)

Task

Scientific and Technical
Camputing

Records Management and
Retrieval System

Camputer Aided Software
Engineering (CASE)

Office Autcmat.mn

jg0189001, ,20

Description

Development of fully
integrated technical
camputing network

Service wide records
management system to
replace cbsolete/stand
alone products

Investigate use of CASE
tools in application
development to improve
procuctivity

Investigate the
provision of QA
services including
Word Processing,
Document Transfer,
Diary Management and
Electronic Mail to all
NOOM staff

Target
Date

July

(Costs fully recovered from

1990

1990

1990

1989




The Camputer Processing Services program provides reliable camputer
bureau services to all areas of Goverrment and also maintains data and

systems security.

Responsibility: NCOM Camputing Services Division

Resources:  MSL 64

: Budget 1988/89 $6,909,000 (Net of recovery offsets frum
Departments and Authorities)

Task
s Camputer Bureau Accammodation
. Data Storage Management
. System Security
% Camputer Operations

Productivity Enhancement

jg0189001,,20

Review of long-term
equipment accammodation
needs

Review of system
managed storage strategy
for NCOM's data storage
management

Implement all relevant
system security
facilities

Review use of autcmated
operations and
scheduling tools and
procedures

July

1989

1989

1989

1989




" - System Control Software
Positicning

§g0189001, ,20

Achieve a software
positioning situation
relevant to ESA
(Enterprise Systems
Architecture) versions
of System Control
Software

Cct

1989



The- Cnmmicatioss Services Program provides for cost effective and
efficient data and voice cammnications within the Northern Territory
public sector by integration of cammunication services that are reliable,
standardised and accessible to all levels and areas of the public sector.

Responsibility: NOCM Camputing Services Division

Resources: MSL 23 !
: Budget 1988/89 $192,000 (Net of recovery ofisets fram
Departments and Authorities)
Task Description Target
Date
: Cammnications Integration Update of PABX systems . July 1991
throughout Territory
with integration of
‘ services and facilities
. Data Communicaticns Development of Not Specified
International Standard Still Under
Cammumications Protocol Development
Network In Industry
. Data Cammnications Network Program to distribute July 1990
intelligent controllers
to strategic points for
s maximm functionality and
reliability
. Private Goverrment Development of maximum July 1990

Cammmications Network

jg0189001, ,20

private network
capability for optimum
cest/efficiency




Commmications Network

Managenment

§g0189001, ,20

Develop multivendor Cec
ccnmunicaticons network

management facilities
across both wvoice and
data services

1939




ACTIVITY:  SUPERANNUATION SERVICES

funding and administration of the following superannuation schemes:

A the Northern Territory Goverrment and Public
Superannuation Scheme;

the Northern Territory Police Supplementary Benefits Scheme;

. the Legislative Assembly Members' Superannuaticn Scheme;
5 the Employers Superannuation Trust Fund; and
2 the Northern Territory Supplementary Superannuation Scheme

D.5

The Public Sector Superanmuation Schemes Program provides for the

Authorities

The Program also includes policy advice on all public sector
superannuation matters, investment advice to the Boards of the
various schemes and the co-crdination of the Territory's financial
and administrative responsibilities for the Commonwealth

Superannuaticn Scheme.

Responsibility: Superannuation Office

Resources: MSL 14
: Budget 1988/89 $11,000,000

Task Description Target
Date
. Accounting Procedures Review of existing June
and Controls’ 7 arrangements to

automate manual systems
as far as possible

§g0189001,,20
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-~ Commonwealth Cccupational
Superannuation Standards
.-~anrd Taxation :Provisions.

0

. Employer Benefits Payable
for Medical Retirements

§g0189001, ,20

Review and modification June 1990
of all Territory

superannuation

arrangements vis a vis

Cammorwealth taxation

provisions and campliance
requirements

Review and modification June 1990
of all superannuation

arrangements to ensure

co-ordination and

integration with

employment conditicns

and other entitlements

(eg workers campensation)




ACTIVITY: DEEr SERVICIRG D.§

The Debt Sewvicing Program includes provision for all debt
servicing costs that are met from the Consolidated Fund in respect of
Cammonwealth general-purpose capital loan funds,.. debts associated with
assets transferred at Self Goverrment, specific-purpose advances and
semi-govermment. borrowings. The Program involves the Loan Administration
function which manages the ILoan Trust Account, Loan Redemption Fund and is
responsible for preparing Statement 5 of the Treasurer's Annual 'Financial
Statements.

Responsibility: Accounf_;nq Operations Division

Resocurces: MSL Nil
Budget 1988/89 $110,626,000

Task Description Target
Date
o Registry Management Review the Registry June 1989

Management function

- Loan Administration Develcp formal July 1989

procedures covering
loan administration
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APPENDIX C (II)

GOVERNMENT ACCOUNTING IN THE NORTHERN TERRITORY




GOVERNMENT Z?TCOUNTING

IN THE NORTHERN TERRITORY

SYNOPSIS
There currently is a debate within Australia on the
appropriateness of established accounting systems and

reporting techniques for public sector operationms.

Traditicnally, Governments designed their accounting
systems, which report their financial position, using a cash
accbunting methodology. In recent times, hcwever, many
Government agencies have moved away from cash accounting and
introduced accounting methodologies utilising accepted

accounting standards.

Participants in the current debate include the accounting
profession, Public Accounts Committees, Auditors-General and
others. The debate centres arcund the usefulness of

traditional accounting methods in -

. depicting the financial position of public sector bodies

and the State itself; and
. assisting the decision making processes of Government.

The purpose of this paper is to address the accounting
requirements of the Northern Territory Government in the
context of the aforementioned debate. This requires an

explanation c¢f the role and components of an accounting
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system, as well as consideration of the information needs of
Government, and how the accounting system can ccntribute to
meeting thcse needs. As well, the paper canvasses the
position thrcughout Australia in order to place the Northern
Territory in an Australia wide context. The paper argues
that the main determinant in choosing an accounting

méthodology should be the information needs of Government.

The paper concludes by recommending a course of action which
will introduce improvements to those areas of the
Territory's financial administration which shcw the greatest

likelihood, at present, of significant returns.




ELEMENTS OF AN ACCOUNTING SYSTEM

Accounting is arn information recording process. The
information which an acccunting system retains is based on
past and present financial transactions and must be capable
of being presented in a range of ways to meet a series of
requirements, i.e. age analysis of debt, percentage growth
in sales, budgét variance Ealculations etc. The method of
recording depends on the accounting methodolegy and
measurement techniques utilised while the inforﬁaticn flow
from the system is "influenced by management's needs.
Therefcre, in basic terms, an accounting system records
financial transacticns from which details are retained as
information for the present and future needs of the

organisation.

A financial transaction can be defined as an event which has
an impact on the organisation's financial pecsition. It «can
vary from a simple payment or purchase to a complex lcan
raising and certainly dces not have to involve exchange of
monies. For instance, the follewing can be included as

financial transacticns:-
. raising a debtor:;
A contract for lease of accommodation:

7 entering into an insurance policy; and




s transfer of an asset from one unit to another.

The treatment of a financial transaction will depend on the
methedeclcgy or accounting principles engaged by an
crganisation. For example, an organisation that operates on
a cash basis will treat a financial transaction in terms of

the exchange of monies for goods and services.

THE ROLE OF THE ACCOUNTING SYSTEM

The role of the accounting system is, therefore, to
facilitate the recording of financial transactions of an
entity and to create an informaticn base. The use to which
the informaticn is put will depend on the organisaticn and

its decision makers.

In the public sector an accounting system must be able tc
meet the Government's statutory accounting and reporting
requirements. These generally include reporting of
expenditure, receipts and the financial position of either
the State as a whole or public authorities within the State.
Other Government reguirements of the accounting system will
be determined by a variety of factcrs e.g. particular
financial targets, performance measurements of programs, and

the nature of Government business.

It is important to acknowledge that the accounting system is
not expected tc meet an entity's total information needs.

In fact, it is but one aspect of the management information




system. In the public sector the management information
system consists of certain overlays (i.e. political, sccial
and legal) all of which interrelate at some point both with

the accounting svstem and with each other.

ACCOUNYING METHODOLOGY TO BE EMPLOYED

Having established the role of the accounting system and the
determinants of that role (i.e. the organisation's charter
and'the perceived information needs of its decision makers),
it is then necessary to address the nature of the accounting
system includinc what cutputs are desired. The nature of
these outputs will obvicusly determine the design cf the
accounting system which will vary according té the
complexity and comprehensiveness of the information

required.

The acccunting system, cocnsequently, should be based on a
methodology which is capable of meeting these requirements.
At the same time, it must accord with the nature of its
environment i.e. in a dynamic environment the methodoleogy
will have to be adaptable to the changing requirements of

the organisation.

POPULAR METHODOLCGIES

The two most popular accounting methodologies engaged within
the accounting pkofession are accrual accounting and cash

accounting, and a discussicn of both follows.




Accrual Accounting

Accrual accounting seeks to recognise and record all costs
incurred and revenues earned by an entity during a given
period to provide a comprehensive picture of the entity's
financial positicn. The methocdclogy also records all assets
held and liabilities owed by the entity and funds

contributed by the entit?'s owners.
Particular elements of this methodology are as follows.
(1) REVENUE AND EXPENSES

The accrual acccunting methodology introduces twe basic
principles tc be followed in relation to revenue arnd

expenses.
2 The matching principle.

This seeks to identify and record those expenses
incurred in earning revenue in a particular accounting
period. This allows for ccnsistency between accounting

periods which enhances cocmparative analysis.

5 Timing.

The timing and recognition cf revenue and expenditure in
an accrual accounting system is based on factcrs other

than when cash is received or paid. For instance,




In

revenue is recognised when gocds or serices are
delivered, noﬁ when payment is received. An example in
the'publié sector context is electricity, where revenue
would be recocgnised when the meter is rzad and the.
acccunt prepared not when the account is caid. The
difference in timing can be many months, zzd can mean
that transactions are carried forward into subsequent

accounting periods.

short, the methodology embraces expenses a=d revenues

other than cash.

(ii)

ASSETS AND LIABILITIES

Accrual accounting for assets and liabilities introduces

ancther two principles as follows. .

Usage of Assets

This requires spreading the cost of assets over a number
of accounting periods to reflect their contzibution to
the organisation's operaticns during their economic
life. This method of spreading the cost cf the asset is
calleé depreciaticn or amortisation. t is izportant to
note that depreciaticn is not a "replacement of asset
mechanism" but a proportioning of capital expenditufe
over the life of the asset. An example of depreciation
is where a vehicle is purchased for $15,00C and has an

economic life of 5 years, in this case it will not be




shown as one expense of $15,000 but rather as 60 monthly

charges of $250 each.

Accounting for liabilities.

This recognises obligations which, while they are
incurred in the current accounting period, do not have
any effect on the cash flow of the entity until some
future rperiod. Examples c¢f these 1liabilities are
employee benefits (such as long service leave and
superannuation), borrowings to fund some aspect of the

entity and accounts payable.

(2ii) EXTERNAL REPORTING

A major feature c¢f accrual accounting, and definitely a

focus of the current debate, is 1its reporting mechanisms.

Results cf an entity's operations and financial positicn are

generally communicated to interested third parties by means

of the following external repcrts:

Profit and Loss or Income Statement;

Balance Sheet or Statement of Assets and Liabilities

(where owners' funds are nct appropriate); and

Statement of Sources and Applications of Funds.




Adequate disclosure of financial information in these
Statements and the notes attached thereto (in accordance
with Australian Accounting Standards and generally accepted
accounting principles) would usually provide sufficient
details to enable financial statement users to make informed

economic decisions.

However, it is stressed that the above Statements are the
minimum reporting requirements considered acceptable by the
professicnal accounting organisaticns, and that additional
information can, and shculd, be reported where it is useful

for decisicn making and is cost beneficial to prepare.
(iv) OTHER ISSUES

within this overall methodclogy there are a number of
different accounting issues which must be addressed, such as
asset and inventcry valuaticn methods, depreciaticn bases
and costing‘ systems. It is necessary for each user of
accrual acccunting te address these issues when they
initially establish their accounting records. Such decisions
would depend on the particular circumstances and operacicns

of each entity and should be reviewed on a regular basis.
Cash Accounting
Cash accounting has been developed under the principle that

ransactions are recognised in the accounting system only

when cash is used or received.
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Iei:ds p;gcise, easily measured, objective and, prcvided it
is useful to reccgnise payment or revenue when the cheque is
rawn or cash is received, the timing cf an event is easily
defined. It is, therefore, éonducive tc the present system
of annual cash appropriations. It has been appropriate, in
a Government sense, as it can easily compare Budget results

with estimates.

In the public sector, the external reporting requirements of
a cash accounting system are confined to a 1listing of
payments made (i.e. cheques drawn) and revenue received
(i.e. cash receipts). There is no requirement to report on
assets held or liabilities owed and, in fact,.it is unlikely
that such accounting records would be maintained in a cash
systemn. It is for this reason that the system is being
criticiséd, in that public sector organisations in many
instances have very little information on their assets and

liabilities to assist in making decisions.

ACCOUNTING METHODOLOGIES USED BY

GOVERNMENTS WITHIN AUSTRALIA

As previcusly indicated, the Commonwealth and most State
Governments have reviewed their accountiné-and reporting
requirements in recent times. While there 1is a wide
diversity cf systems used, there is agreement in the area of
Government business operaticns. Such entities are ncw being
asked to adept commercial accounting practices embracing

relevant accounting principles.
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A survey of the methodologies used by the Commonwealth and
each State Governwent within'Agstraliq was carried out in
early 1988, ané a copy of the findings is attached. This
survey indicates that while Governmments are principally
still‘on cash—based systems, they do include in their
published repcris other financial material i.e. commitments,
depreciaticn, debtcrs and accounts payable which assists in

the understanding of their financial position.

Since the survey was carried out, the New South Wales
Government has committed itself to the accepted commercial
methodology. of accrual acccunting for many aspects of

departmental activities.

ACCOUNTING _METHCDOLOGIES USED BY THE

NORTHERN TERRITORY GOVERNMENT

The Northern Territory Government accounts, in a corpcrate
sense, on a cash basis as the budget process is oriented to
cash accounting in accordance with the existing legislative
requirement. However, all Statutory Authorities in the
Territory are regquired to adopt accrual accounting
principles ané report their financial statements on an
accrual accounting basis. In additicn, the Treasurer has -
made a determination that two Departmental operations are
required to account on a ccmmercial basis i.e the Darwin Bus

Service and the Government Printing Office.




EAS ]
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whilst the Statutory Authorities report on an accrual
accounting basis they are mainly funded on a cash Easis due
to the use of the present cash budgeting systeuw, in that
they may not be provided with funds to meet their total cash

and non-cash expenses.

All Departments account on a cash basis and are likely tc

retain this methodology.

CURRENT DEVELOPMENTS IN PUBLIC SECTOR FINANCIAL

ADMINISTRATICN IN THE NORTHERN TERRITORY

There has been a number of advances within the Northern
Territory Government over the past 12 months in public
sector financial management.. The major initiative to date
has been the development c¢f program reporting (as a
necessary precursor tc program budgeting, if adopted) in the

1988/89 Budget.

Program reporting is being introduced to focus greater
attenticn on cutputs (prcgrams) which can be related to
organisational-objectives. The meaéurement of these outputs
requires an information system different to that used in
traditicnal budgeting systems. Considerable work is now
being undertaken to develop performance indicaters which
cculd be used in the evaluation of programs and hence assist

in the measurement of outputs achieved.
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The move towards program budgeting is aimed at improving the
decision making process by linking organisational objectives
with prcgrams, performance indicators ‘and outputs. The

emphasis has mcved from inputs to what is produced.

Another area which is receiving attention is the
presentation of financial infcrmation. This has resulted in
a modified format for Budget Papers which now report on a
program basis and compile information in accordance with
Bursau of Statistics classifications. In line with these
amendments, the Treasurer's Annual Financial Statements have

also been revised.

A vital part of the current developments is the move towards
a ccmprehensive and integrated accounting system based on a
central, ccmputerised accounting system serving all Nerthern
Territory Gecvernment Departments and Statutcry Authorities
(with the exception of the Northern Territory University,the
Darwin Port Authority and the Northern Territory Tourist
Commission). This accounting system. is based on
commercially oriented packages and, therefcre, .can mest a
wide range of accounting requirements. The system is being
enhanced to include Fixed Assets, Acccunts Receivable and
Purchase Order modules as well as the existing Accounts
Payablé and General Ledger .mcdules. These enhancements
provide  the «capacity to iﬁtroduce alternative reporting
mechanisms, according to the needs of pafticular Departménts

and Authorities.
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FUTURE ENHANCEMENTS TO EXISTING NORTHERN TERRITORY

PUBLIC SECTOR FINANCIAL ADMINISTRATION SYSTEMS

Asset Manageuwent

Informaticn regarding asset management remains deficient in
certain respects for most Governments, bcth in Australia and
overseas. In the Northern Territory an Asset Management
Working Grecup has been set up under the chairmanship of the
Department of Transport and Works. Further, the Government
Accounting System now includes a Fixed Assets module and the
initial wusers will be the Royal Darwin Hospital and the
Power and Water Authcriti. It is planned that the module

will come into active use in May 1989.

However, it must be emphasised that the Fixed Assets mcdule
only addresses the accounting aspects of asset management
and these include:-

- acquisition price;

. depreciation rate (if applicable);

. relevant price - value in today's terms (i.e.

replacement value, current cost etc.);
5 written down value;

= estimated useful life; and




o location or program for which the asset has been

purchased.

This accounting information will be wuseful when program
costs include the contribution of an asset to a parcicular
program or group of programs during a defined period. The
informaticn listed above is generally available for assets
owned by Statutory Authorities as it is required by their
accrual accounting methodology. Further work remains to be

done on assets employed in Departmental cperations.
Accounts Receivable (Debtors)

There is, at present, 1little consolidated information
available on current debt owed to the Northern Territory

Government. This is due to a number of factors, including:-

. the separation of the management cf debt function from

the accounting for debt;

: cash acccunting does not require recording of the debt
within the ledger, the transaction is nct recognised
until cash is received and, consequently, in many

instances debt is not recorded as it is incurred;

S there has been no central accounts receivable/sundry
debtors system available either within the Government as

a whole or within Departments; and
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.” there 1is no statutory requirement for Departments to
report on their outstanding debtors.
This deficiency is being overcome by the introduction of an
Accounts Receivable module un&er the Government Accounting
System. Already one major user (Department of Health and
Cocmmunity Services) has made use of the module, while other
Departments are likely tc be converted to it by 1 July 1989.
An important feature of Accounts Receivable is the profile
of the cutstanding debtors which is obtained through age

analysis of debts.
Provisions for Employee Benefits

Within Departmental cperations there are no provisions made
for future emplcyee benefits, which in many instances are
possibly not of great importance. 'However, there is growing
attenticn to emplovee benefits and the prcvisions cr reports
which should be made in this respect. Since it is possible
that future Government commitments for benefits such as long
service leave could represent significant obligations, the
Goverrnment should have estimates provided fcr its future

ccmmitments in a form which facilitates decision-making.
Inter-Departmental Charging
The Commonwealth Government is moving fairly rapidly into a

system of inter-departmental charges by requiring agencies

performing common services to fully cost their operations
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and then recover these costs. It is difficult to fully cost
operations without taking into consideration the
contribution of assets, capital and liabilities tc these
services. In the Northern Territory system there is little
inter-deparimental charging, as it has been argued that the
cost of the charging process could outweigh any benefits.
While it is ackncwledged that some Departments would £find
great difficulty in assessing their total cost, due to the
lack of reccrds for any non-cash expenditures, general
assumptions can be made to achieve usable and meaningful

charge rates.

MEASUKES_REQUIRED

Introduction of the accrual accounting methodology for
Government departmentis would involve considerable cost, and
benefits, therefore, would have to be gquantified before

Government could be advised to embark on such a course.

A useful intermediate step would be the introducticn of
certain aspects of accrual accounting in nominated
Departments where the cutcome is likely tc contribute to the
decision-making - process and where benefits would be
material. Such action could then be reviewed at a suitable
interval after implementation, and further consideration
given tc intrcducing the tested accrual accounting concepts
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