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1. BACKGROUND 

1.1. Australian Council of Public Accounts Committee Resolution 

At the 1994 meeting of the Australian Council of Public Accounts Committees 
(ACP AC), it was resolved that: 

each Public Accounts Committee act forthwith to ascertain whether proper 
internal audit procedures are in place in government departments and business 
enterprises in its particular jurisdiction, having regard to the particular laws and 
usages of each such jurisdiction, and report back to the 1995 Biennial Conference 
of Australasian Public Accounts Committees for further action. 

The Australian Council of the Public Accounts Committee considered that: 

• the public interest demands that internal audit be effective; 

• all Chief Executive Officers should be required to establish an effective internal 
audit capacity either in house or contracted in; 

• if Chief Executive Officers take internal audit seriously, their agencies will also; 

• Chief Executive Officers should be and should be seen to be the focal point of 
effective internal audit; 

The Council recognised that each Australian jurisdiction was different and the following 
proposals were suggested by the delegates to the Council: 

• Chief Executive Officers' internal audit responsibilities should be a prominent part 
of their statement of duties; 

• Chief Executive Officers should establish or contract-in effectively resourced 
internal audit; 

• Chief Executive Officers should allow internal auditors direct access to them, not 
to a Deputy; 

• Internal auditors should report to an audit committee; 

• Chief Executive Officers should be involved in planning the internal audit program; 

• Internal audit achievements for the past year should be published in Annual 
Reports, whilst future audit programmes could also be included; 

• Chief Executive Officers should ensure internal audit has full access to all parts of 
an agency - no areas should be off-limits; 
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Speaker: 

Speaker: 

Commentary: 

3. CONCLUSIONS 

Mr David Rolfe 
Strategic and Audit Services Division 
Department of the Chief Minister 

Mr Des Pearson 
Auditor-General for Western Australia 
(Refer Appendix 2.) 

Mr Iain Summers 
Auditor-General 
Office of the Auditor-General 

3.1. Comments to the Resolutions 

The audit survey was conducted during the currency of the Financial Administration 
and Audit Act and the Public Sector Employment and Management Act and the 
following comments have been provided against each Australian Council of Public 
Accounts Committee's resolution in relation to this legislation. 

It should be noted however, that the replacement financial legislation, the Financial 
Management Act and the rewritten Treasurer's Directions adequately cover all the 
resolutions to ensure that Chief Executive Officers have adequate internal audit capacity. 
Since 1 April 1995, section 15 of the Financial Management Act now specifies the 
Accountable Officer's responsibility to the role of internal audit. This is further 
expanded in the rewritten part 3 of the Treasurer's Directions. Specific sections detail 
the Accountable Officer's responsibility in relation to his agency, internal audit, audit 
committees and program evaluation. 

3.1.1. Chief Executive Officer's Internal Audit Responsibilities should be a 
prominent part of their Statement of Duties. 

It is not necessary to further specify in individual Chief Executive Officer's duty 
statements, internal audit responsibilities. 

In a broad sense, the Public Sector Employment and Management Act requires 
Chief Executive Officers to have adequate financial and management systems 
which would include systems of appraisal and internal control already provided 
by the Internal Audit Bureau. 

Section 26 (b) of the Finance Administration and Audit Act specified duties of 
each accountable officer. Section 27 of the Act also established the internal audit 
function and provided for direction by the Treasurer in relation to internal audit 
matters. 

Treasurer's Direction 17 directed, where justified, the establishment of an internal 
audit function. 

3 
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3.1.S. Internal Audit results for the past year and the programs for the next year, 
must be published in the Annual Report to allow independent verification of 
effectiveness. 

There is no current legislative requirement to publish internal audit results or 
forward programs. Some Agencies do however, publish results of internal audits 
in their Annual Reports. 

The concept of publishing audit results was questioned by the Internal Audit 
Bureau. The Bureau considered that a peer review would be better suited to 
provide an independent verification of effectiveness. 

3.1.6. Chief Executive Officers must ensure Internal Audit has full access to all 
parts of the agency - no areas should be off-limits. 

This was adequately covered within Treasurer's Directions 17 and was considered 
an essential provision of an internal audit operation by providing an essential 
control in undertaking a comprehensive independent review of an organisation's 
operations. 

3.1.7. Chief Executive Officers must ensure Internal Audit is deployed in a timely 
fashion information technology auditors must do their work when 
information systems are being planned and developed, not when they have 
failed. 

There is no legislative provisions to ensure timely deployment of internal audit 
staff. There has, in recent years, been a number of occasions, particularly in the 
information technology area, where the Internal Audit Bureau was requested to 
provide pre-implementation advice. 

There is however, a legislative requirement to refer major computing system 
purchases to an inter-departmental committee who may impose such 
requirements as audit pre-implementation review. 

3.1.8. Treasuries should encourage the creation of audit committees to provide 
advice to and oversight of Chief Executive Officers on internal audit matters. 

A memorandum from the Treasurer encouraged the establishment of audit 
committees in Statutory Authorities. The Auditor-General has also been active in 
encouraging the establishment of audit committees. 

The Internal Audit Bureau undertook, with some success, a marketing/education 
program with individual clients in encouraging the establishment of audit 
committees. 

While not mandatory for Agencies, this has now been included in the Treasurer's 
Directions issued under the Financial Management Act (part 3, section 3 refers). 
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established in 1985 and 1989 respectively. The Department of Health and Community 
Services advised that their agency gave very low priority to the internal audit function. 
However the Committee noted this survey was not signed off by the Chief Executive 
Officer and has since appointed an inhouse internal auditor and established an audit 
committee. 

lt was pleasing to see the positive response in management's attitudes towards the 
internal audit function. However, there needs to be a change in the perception of the 
function as a more strategic approach is taken to the accountability and performance of 
the Agency. This will gain recognition as more agencies accept responsibility for limited 
resources and demand more independent evaluations to assess the effectiveness and 
efficiency of their organisation and subsequently establish strategies to maintain that 
ongoing evaluation. 
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AUP12 Consideration of the Internal Control Structure and its Impact on 
Risk Assessment in a Financial Report Audit 

AUP33 Performance Auditing 

4.3. Differences between Internal/External Audit 

INTERNAL EXTERNAL 

Audit requirements determined by client Statutory Responsibilities 
organisation Sets own agenda 

Reports to Chief Executive Officers as part Reports to Parliament 
of the management team 

Focuses on management issues critical to More financial and 
organisations performance based 

In the Northern Territory, a professional co-operative relationship exists between 
the two audit functions. The Auditor-General does, on occasion, rely on work 
performed by the Internal Audit Bureau. This avoids duplication of audit effort by 
both organisations. 

5. STATUTORY REQUIREMENTS IN THE NORTHERN TERRITORY 

The audit survey was conducted during the currency of the Financial 
Administration and Audit Act and the Public Sector Employment and 
Management Act. 

5.1. Financial Legislation 

The Financial Administration and Audit Act was repealed and replaced by the 
Financial Management Act, effective 1 April 1995. 

Section 27 of the Financial Administration and Audit Act provided for an internal 
audit organisation to be established for a department which was to perform the 
functions and duties as directed by the accountable officer. The role of this 
organisation was to appraise the departmental financial administration and its 
effectiveness on a regular basis. 

The Finance Administration and Audit Act also specified the duties of each 
accountable officer (departmental head), which included section 26(b): 

that procedures within the department are such as will at all times afford a proper control 
over expenditures, receipts and public property. 

9 
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determine their internal audit needs on an annual basis by reviewing their activities and 
targeting the areas of critical need for review. 

The Internal Audit Bureau assists in this process, by offering the larger clients a strategic 
audit planning exercise. This is a risked based methodology that identifies high audit 
priorities. 

The allocation of audit resources to clients is based on client size, ie. budget, functions, 
current priority needs, etc. 

The Internal Audit Bureau undertakes operational reviews, performance, efficiency and 
effectiveness audits and reviews, special investigations, compliance and internal control 
audits and project implementation advice. 

The role and charter of the Internal Audit Bureau was outlined in Treasurer's Directions 
17 established under the Financial Administration and Audit Act. 

17 .4 The role of the Internal Audit Bureau is that of a specialist adviser to management, 
providing information upon the adequacy of internal controls within the organisation. It 
has developed the internal audit function in accordance with principles agreed upon 
between the Accountable Officer of each department and the Public Service 
Commissioner's Office and maintains the function in accordance with _ accepted standards 
of internal auditing. 

17 .5 To enable internal audit to provide maximum service to management, the Bureau works 
under the following charter: 

(a) it shall report, on all internal and audit matters, to the Accountable Officer or to 
such of his employees as are considered necessary for the proper consideration of 
internal audit findings: 

(b) it shall assist all members of management m the effective discharge of their 
responsibilities by: 

(i) reviewing and appra1smg the soundness, adequacy and application of 
internal controls; 

(ii) assessing the extent of compliance with established policies, plans, 
procedures and instructions; 

(iii) examining the adequacy of promulgated procedures and efforts made to keep 
them current: 

(iv) ascertaining the extent to which Territory Government assets are 
safeguarded; 

(v) appraising the quality of perfonnance in carrying out assigned 
responsibility; 

(vi) maintaining a high standard of personal relations between members of the 
Bureau and other employees; 

( c) it shall advise methods considered inadequate, or capable of improvements, 
together with recommendations to remedy the faults and prevent their recurrence; 
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7.2. Internal Audit Bureau 

A strategic organisational review of the Internal Audit Bureau was undertaken by a 
local accounting firm. This review questioned bow the Internal Audit Bureau 
could be more pro-active and add value to service wide issues. 

The Northern Territory Government identified the need to continue with a broad 
based internal audit service for Government and report to Chief Executive Officers. 
This has been achieved by downsizing the existing Internal Audit structure and 
involving the private sector in delivering the audit program. A management 
advisory group has been established to work with a wider perspective of service 
wide issues, including program evaluation and reviews. 

7.3. Fraud Control Policy 

In response to concerns expressed by the Auditor-General, the Internal Audit 
Bureau established an inter-agency working party, chaired by the Department of 
Chief Minister, with representation from the Departments of Law, Police, Office of 
the Commissioner for Public Employment and Department of Transport and 
Works. The Working Party consulted widely with the Commonwealth, state 
governments and the private sector. A policy was developed and approved by 
Cabinet. (Refer Appendix 4) 

7.4. Program Evaluation and Review 

Accountable Officers are responsible for planning and managing program evaluations at 
least once every triennium, or more if requested by the respective Minister. These 
reviews are independent to the audits that the Auditor-General may conduct. 

Results of these reviews are to be reported in the Agency's annual report. 

A suggested model has been provided in the Treasurer's Directions (part 3, section 4, 
previously section 9.) 
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Table 3: Size of organisation in terms of cu"ent annual budget a/location 

8.1.2. Perceptions of Internal Audit 

No. of % of Total 
Res ondents Surv 

29 91% 
18 56% 

20 63% 

12 38% 

16 50% 
16 50% 
8 25% 
2 6% 

Table 4: CEOs understanding of internal audit/unction 

Most CEOs recognised the role of internal audit as an independent appraisal of 
internal control - 91 % of the CEOs responded positively to this statement. The 
review process of the operation of the organisation was recognised as a role by 
20 respondents or 63%. The custodial role of safeguarding assets and fraud 
detection was identified by 18 organisations as an internal audit function. The 
more participative roles of evaluation of effectiveness and internal consultant 
were less recognised, having only 50% of the CEOs seeing this as an internal 
audit function. The category "Other specified" were detection of fraud only if 
reporting direct to management and if the audit were to be completed thoroughly, 
a respondent thought all areas should be covered equally. 
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INTERNAL AlDT RKmON SHOl.LD REPORT TO: 
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Table 7: Lines of Reporting 

To the question to whom an effective Internal Audit function should report to, a 
high percentage of the CEOs considered the internal audit function should report 
direct to CEO of that organisation - 88% (28 organisations) of the respondents. 
Only 16% of respondents (5 organisations) considered the Internal Audit function 
should report to the audit committee. None of the CEOs surveyed considered 
the Internal Auditor function should report to the Board of Directors. 

aiANGES TO INTERNAL ALDT ROLE IN TIE tEXT 30 VEARS 

6carrinalion of 
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speciaised aucit 
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Table 8: Indication of the roles which may be given greater/lesser emphasis to any changes 
in the role of internal audit in the next 3 - 5 years 

CEOs' responses were inconsistent when surveyed for indications of emphasis on 
future roles of the internal audit function. In the majority of cases, for each role, 
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es - As accountable officer, CEO is responsible for all aspects of the 
epartment's fmancial management. Internal audit is an important aspect of 
ana · an or anisation's resources efficient} . 
es, to ensure that correct procedures are in place and do in fact work. If the 

·nternal audit is across all activities they should be offering independent advice to 
he CEO on wa s of im rovin the methods used b the or anisation. 
s a CEO is responsible for the complete accountability for his/her agency, it is 

· portant that an audit committee and an effective internal audit facility are 
rominent. 
nder the new Finance (sic) Administration and Audit Act the audit function for 
epartments is legislated, and as the CEO is ultimately the responsible officer for 
e department it is not considered necessary to include specific audit instructions 

fthe CEOs. 
o, this should all be art of effective mana ement. 

ilst it should be in the statement of duties, I don't see that it should be 
rominent. 
CEOs responsibilities and accountability are well documented in the Financial 

dministration and Audit Act and the Public Sector Employment and 
anagement Act. Internal audit is a strategy implemented to ensure 

es nsibilities and accountabili of the CEO are not · eo ardised. 
udit should provide an evaluation of program outcomes, in addition to 

ffectiveness and efficiency. As accountable officers, CEOs have an implicit 
es nsibili for audit as a mana ement resource. 
t is vital that the CEO is aware of his responsibilities with respect to internal 
udit and a ee it should be a rominent art of the du statement 
t is already, as the CEO is the Accountable Officer for the functions of the 

enc . 
is responsibility already occurs in Agency. In addition to Internal Audit 
ctions, a Senior Officer is appointed as Executive Auditor. This person liaises 

losel with NT Internal Audit and also conducts audits. 
e CEO internal audit responsibilities should be an important part of his/her 

statement of duties. The role of the internal auditor is seen as an important part 
f the mana ement rocess and should be considered as such. 
o, the functions and responsibilities of the CEO are quite clearly documented in 

egislation such as the Financial Administration & Audit Act and the Public 
ervice Em lo ent and Mana ement Act. 
agree, bearing in mind that as a matter of policy, we have deliberately avoided 
ver specifying such responsibilities and preferred to rely on the clear 
esponsibility /accountability statements contained in the Public Sector 
m lovment and Mana ement Act. 
he Chief Executive Officer is required to ensure that audit responsibilities are 
arried out in his agency as a requirement under the Public Sector Employment 
nd Mana ement Act and the Financial Administration & Audit Act. 
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T Internal Audit are currently supplying 700 hours of audit service. Because o 
e complexity of some planned audits the audit is quite often briefed out to 

rivate consultants. 
e Internal Audit Bureau has had a very difficult life in the last few years viz. 

·nadequate resources, staffing problems, etc. This has detracted from their 
erfonnance generally and the recent announcement to outsource work will 
robabl hel . 

e conduct of the work in recent years has been very professional and 
om etent. 

e availabili of Internal Audit resources is sufficient for our needs. 

Table 11: Other comments on any aspect of the internal audit service provided to 
organisations 

8.1.3. Activities 

15 

10 

5 

0 

ASPECTS OF ORGANISATION'S ACTIVITIES REVIEWED 

"O , 
~ 
0 
0 
b 
c 
0 

(.) 

Table 12: Aspects of organisations activities reviewed by the Internal Audit Bureau or a 
consultant 

Overall the Internal Audit Bureau is reviewing a wider range of organisational 
activities than consultants. The Internal Audit Bureau is used by agencies 
predominantly in the areas of control, ie. review the reliability of the financial 
systems and the control of fraud. In compliance and efficiency audits, the Internal 
Audit Bureau was used more than consultants. 
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ecialist ex ertise. 
n the circumstances of this Office it is both appropriate and convenient to task a 
rivate sector authorised auditor to perform the same compliance audit of the 
ffice as is erfonned u on all other audits. 

ne in consultation with the Internal Audit Bureau. Most likely Internal Audit 
ureau would hire the consultant for us. 

pecialist areas eg. Information Systems etc where Internal Audit Bureau may 
ot have ex ertise. 
s a further check. 
onsultant only utilised as part of planned annual audit program by Auditor­
eneral. D artment uses internal audit for conduct of audit ro ams. 
eview of strategic planning and Human Resource Management issues would 

ikel be outsourced. 

ecialist skills. 

Table 15: Reasons/or engaging (or the likelihood or engaging) a consultant rather that the 
Internal Audit Bureau 
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With the exception of consultancy reports pertaining to: 
1. investigations conducted pursuant to the Ombudsman (Northern 

Territory) Act, and 
2. investigations conducted pursuant to the NT/ Commonwealth 

Ombudsman, fee for service a enc a eement. 
The Department has no opposition to the Auditor-General having an oversight of 
Audit or consultanc r orts. 

If the audit process is to be used as a management tool, the provision of such 
re orts is essential. 
To ensure uniformity of findings and audit programs and methodology there is no 
reason why the Auditor-General or his auditors should not have access to internal 
audit r orts, also save du lication of resources. 
Matters may relate to the Auditor-General's responsibility for assessing financial 
performance, and under the proposed new Audit Act, the operating performance 
s stem of an A enc . 
Internal audit reports and the responses to them can affect the scope of external 
audits. Not all consultants' reports necessarily affect matters that are relevant to 
the external auditor. 
To enable full understandin of our o erations. 
Auditor-General should not have automatic access but should acquire the reports 
throu h the CEO. 

Table 17: Reason gi11enfor the Auditor-General's access to Internal Audit Reports and 
consultancy reports 

8.1.4. Accounting and Property Manuals 

CONTENTS OF ACCOUNTING AND PROPERTY MANUALS 

Internal audit 
guidelines 

Internal control 
procedures 

Internal accounting 
procedures 

Internal accounting 
policy 

0 5 10 15 20 

No. of Respondents 

Table 18: Accounting and Property Manual document contents 

25 30 

Accounting and Property manuals contained internal accounting procedures and 
internal control procedures in 28 of the organisations surveyed. 23 organisations 
also had internal accounting policies in their manuals. Only 8 organisations had 
internal audit guidelines in the manuals. 
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conducted in the future, and two organisations responded that they currently did 
not include audit in the annual reports but would look at doing so in the future. 

8.1.7. Audit Committee 

ORGANISATIONAL AUDIT 
COMMI I IEE 

Table 21: Does the organisation have an audit committee? 

Only 31 % of the organisations surveyed had an audit committee in place. Two 
organisations responded that they are in the process of establishing an audit 
committee. 

1~~~~~filj~~~~~f~~~1~1~~~~~~*~M~~~~§fj~~r~1~w.w~~mtmtflilli1111111~••••111@~1~~~~1mtt1~~1~~1~~mtt~~1i~~~~1~~1w~lm 
No. of 

Respondents 
Review the audit plan and scope of audit 7 
Point of contact for internal audit interviews and reports 4 
Point of contact for external audit interviews and reports 5 
Discuss unresolved accounting or auditing issues 7 
Review and/or approve accounting policy 4 
Assess performance of financial management 6 
Review budget and cash flows 4 

Review the effectiveness of management infonnation systems 3 
Establish/review a corporate code of conduct 2 

Monitor policies 10 relation to privacy matters 2 
Review eQual opportunity procedures 2 

Review policies on sensitive issues 2 

Review policies relating to conflict of interest 2 

Misconduct and fraud 5 

Other specified 5 

Table 22: What is the role of the audit committee? 

27 



Report on Internal Audit in the Northern Territory 

MEMBERS IN THE AUDIT COMMITTEE 

§ 5-T----------------
w 
~ 4 ~--------

f 3 ~--------
"' ~ 2 ~--------
"-
0 1--
0 z 0 +---

1-3 4-7 8-11 11+ 

NO. OF MEMBSIS IN THE AUDIT COMMITTEE 

Table 25: Details of the composition of the Audit Committee. 

Most committees had between 4 - 7 members. The smallest committee comprised 
3 members and the largest 12. 

COMPOSITION OF AUDIT COMMITIEE- MEMBERS 

nternaJ~rs 

66% 

l'Jsrrbers with 
Fmancial 

Background 
25% 

ildependent/8< ternaJ 
Marrbers 

9% 

Table 26: Composition of the Audit Committee- Survey of Members 

Internal members made up 66% of the audit committee members. 25o/o of the 
members had a financial background and 9% were independent or external. 
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8.1.8. Further Comments on the Aspects of Internal Audit 

This is a new Department and 1994-95 will be the first year audits have been 
con.ducted. 
This office supports strongly and places reliance on adequate and effective 
internal audit activity in its auditees irrespective of how such services are 
supplied. For example only by the Internal Audit Bureau in mainstream 
government organisations or be contracted private firms as in the case of 
Territo Insurance Office. 
Considering external auditors have access to Board minutes and other 
confidential information, it is a ro riate that the have access to these re orts. 
I consider the work done by Internal Audit Bureau on issues such as developing 
a Fraud Policy to be appropriate and useful. This Office has had involvement 
with the Internal Audit Bureau in organisational review activities and that also is 
a ro riate and useful. 
This Department sees the role of the internal audit as a means and a measure to 
ensure all cross checks and balances are being correctly complied with in the 
De artment. 
Internal Audit is seen as very effective management tool and the Department 
actively encourages their involvement and seeks their recommendations on 
matters of concern. 

Table 29: Further comments on the aspects of internal audit 
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GENDER CLASSIACATION OF ORGANISATION 
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Admnistrative 

Figure 3: Classification of organisation (by numbers and gender) 

Of the nine auditing positions four were occupied by females and five were male. 
Both support staff were female. 
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Figure 4: What are the resources of your internal audit section in terms off ormally 
qualified and/or experienced staff! 

4 

The majority of internal audit auditing staff held formal qualifications. Two staff 
members were currently undertaking tertiary studies. These statistics do not 
include the Director or Administrative support staff. 
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CURRENT STAFF RECRUITMENT SOURCES 

nternaJ 
prorrotions 

RJbtic 
accounting 
firm staff 

Goverrvnent 
agencies 

AREAS fR>M WHCH STAFF WBE fECfUTED 

local 
government 

Figure 7: Question 8. Based on cu"ent staff establishment, identify sources from where 
staff were recruited. 

Question 9. 
audit staff? 

All respondents indicated a professional accountancy qualifications or other 
university degree. 

Question 10. What are the intended sources of recruitment of int~rnalau.m. 
staff over .the next 12 months? · : . · .·. · · ·, 

Sources of recruitment for auditor managers were from staff of public accounting 
firms or commerce and industry. Auditors recruited were being sought from 
universities and public accounting firm staff. 

Question 11. If your organisation ·provides internal . au~it_· t~a~ning, please 
indicate the type of training. · · · · 

It was indicated the majority of respondents had 
• on-the-job training, 
• formal in-house training programs 
• formal outside training 
• programs seminars and conferences 
• and other - CPA self study 
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IQuestioD·1s. :To whom·does the internal :audit unitre~rt?. · · ·, ·. · · · · 

Vice Chancellor (CEO) 
To the CEO and through him to the Audit Committee. 
Administratively - Deputy Secretary, Dept of Chief Minister 

.. ··· ·.::·! 
~ ·.· 

I Question 16. ·How mitny Agencies does the internal audit section service? · .. ·,'I 

(a) 
(b) 
(c) 

Departments 
Statutory Corporations 
Branches/Divisions 

Yes 

17 
8 
19 

No 
(a) an audit plan with long-term and 

short-tenn goals 
100% 0% 

(b) detailed audit programs to 
address the areas covered by 
audit plan? 

( c) time budgets schedules for the 
entire year? 

65% 

65% 

35% 

35% 

INTERNAL AUDIT SECTION AVERAGE TIME ALLOCATIONS 

~n-audit w ork 

10% 

Training 
8% 

4% 

EDP auditllg 
8% 

Other 
7% 

Financial auditing 
13% 

Auditing of 
operational areas 

50% 

Figure 9: Question 18. lntemal Audit Section Average Time Allocations 
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% of Total Respondents 
Internal 0% 
Auditor-General 65% 
Outsourced 35% 
Other University Council Audit Committee 

Question 24. ;.'. What : .. recommendations (i~ .. any) .. have emerged from .: ~lie 
review(s)?: ·.·· :- .. :. · ·: .. :.:: " .. · · .. _. ·" < . · .· .: ..... ._ · · . ". · · ·.::·>..: · 

That the Audit Committee approve the Internal Audit program. 

That the External Auditor be advised of the program. 

NI A. No review conducted. 

Question .' 25~ What is/was the response of the internal..a~dit sectioo:to the 
recommendations? · · . ~ 

Have implemented the recommendations. 

NI A. No review conducted. 

Question 26. . What are/were the reasons for ·not implementing ~Y. 
recommendations? 

NIA 

Question 27 • . Is your internal audit section represented on·. any advisoey.~ 
promotional or educational committees or working parties? · · ·. .. · · ·. )~: 

165% 
35% 

39 



Report on Internal Audit in the Northern Territory 

The policy of the internal audit section is to prepare reports on each auditable 
unit it reviews. These reports focus on those findings/matters which can improve 
performances and add value not merely for the compliance aspects of audits. 

We aim, through the audit process, to add value to client operations. 
Recommendations made to clients are focussed on improvement of client 
operations and systems. The adding value philosophy is not only adopted in 
specific audit assignments, but on a day to day basis in the provision of advice to 
client organisations. In addition, such initiatives as the development of the fraud 
control policy for Government are seen as "adding value" across the public 
sector. 

Question 32 •. ·p1ease pro~de comments on .. the .adequacy of the Financial 
Administration ·: and Audit Act . and ·Treasurer's Directions .. in .:relation· to the . : . .. . . . . ·. 
internal.audit function. · · ." ... ·. 

This is administered by the External Auditor. The internal auditor concentrates 
on areas of concern that management has. The Act is obviously a guide. 

The Financial Administration and Audit Act and Treasurer's Directions do not 
adequately deal with the internal audit function. Section 27 of the Financial 
Administration and Audit Act merely requires the organisation to report upon the 
internal audit function of the organisation as required by the Treasurer. 

The Act should require the existence of an internal audit function in each 
organisation .. even if that function is to be outsourced. The Act should also set 
out the independence requirements of the internal audit function. 

The proposed revision of the Financial Administration and Audit Act and 
particularly in having the Act split into three, ie. Finance, Audit and Procurement 
will provide a far clearer definition of roles and is seen to be a major step 
forward. The proposal to require Chief Executive Officers to have an internal 
audit capability is also seen as positively contributing to improved management 
practices in the Northern Territory Public Sector. 

8.2.3. Outsourcing 

Question 33. Has your internal audit section outsour~ed any oUtS;interoal 0::: 

audit function/program? · · · · · · · .. 

165% 
35% 
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By a tender process although limited due to perceived conflict of interest with 
several firms. 

Expressions of interest were sought in the local press. Competitive tenders are 
generally sought for each audit assignment. 

1991 

Consultants were first engaged in 1990. 

Question 39. What was the objective for. ·outsourcing the ·:.internal_:::'a!ldit 
function/ ro ram? · · ·· 

OBJECTIVE o/o of No of Total Responses 

Concentrate on core activities 65 
Solve an immediate problem 
Acquire skills 65 
Lack of in-house expertise 65 
Comply with Government policy 35 
Add value to client services 35 

Question 40. Do you have terms for the outsourcing agreement? .. · 

• Yes 

• Specific Terms of Reference p.lus standar~ Terms and Conditions of 
engagement for each assignment given to the pnvate sector. 
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• The present contract is renegotiated on a biannual basis. At this time the 
proposed annual fee is compared to alternatives, including the provision of 
internal audit services in-house. 

• Competitively offering to a nwnber of fums. 

Question 47. Are there anY confidentiaUfy and secur;ity piOv:isions 
Jncorporated within the contract? · ·'.. · 

150% 
50% 

However, the internal audit charter stipulates confidentiality and security 
provisions and all staff members at (private accounting firm) are required to sign 
a declaration noting the requirement to keep all client infonnation confidential. 

Question 48. How many equivalent·full time positions were removed due~ 
the outsoorcin of the internal audit function? · · ·· 

A total of eleven positions 

Question 49. Has a post implementation review been undertaken? 

150% 
50% 

Question 50. What performance measures have been developed to assess 
the effectiveness of outsourcing? 

0 specific reserves other than the continual review by the CEO and Audit 
committee of reports and the regular preparation of status reports by the 
Internal Audit. 

Cost com arison of in-house resources versus outsourc1n · 
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APPENDICES 
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LIST OF AGENCIES SURVEYED 

Responses Received 

Agencies 

Department of the Chief Minister 

former Department of Lands, Housing & Local Government 
now Department of Lands, Planning and Environment/ 
Department of Housing and Local Government 

Department of Transport & Works 

Office of the Commissioner for Public Employment 

Northern Territory Treaswy 

Department of Mines & Energy 

former Department of Law 
now Northern Territory Attorney-General's Department 

Office of Courts Administration 

Department of Primary Industry & Fisheries 

former Department of Health & Community Services 
now Territory Health Services 

Department of Education 

Police Force of the Northern Territory 

former Department of Industries & Development 
now Department of Asian Relations. Trade and Industry 

Conservation Commission of the Northern Territory 

Northern Territory Towism Commission 

Liquor Commission 

Racing and Gaming Authority 

Ombudsman' s Office 
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Public Accounts Committee 

In the 1990s in . ~e Western Australi~ private and public sector there emerged major 
challenges to trad1tional ways of structuring and managing organisations and · th · f 

b·i· , m e exercise o accounta 1 tty. 

It was no different nationally or internationally. 

faced with economic circum~~ces that necessitated resource rationing and the allocation of 
priorities to every ~~vel _of activtty and a more infonned and demanding community that sought 
greater accountab1hty m both sectors, governments for their own survival were forced to 
respond with a range of measures. 

Issues such as FOi, Parliamentary review, Royal Commissions, administrative appeals, and the 
role and independence of auditors-general, meant government became "transparent". 

In the public sector traditional centralised command and control bureaucracies were steadily 
replaced with more flexible and responsive structures in which greater emphasis was placed on 
the ability of the agency and the people within them to deliver responsive, quality services in a 
climate of continuous improvement. 

The new structures and approaches in tum provided their own challenges for public sector 
accountability - as it dawned on senior management that all organisations, whether public or 
private, need to be ultimately accountable to the community in which they exist. However now 
it was necessary for this accountability to be exercised in a way which supported and did not 
inhibit the effective management of the organisation. 

Broadly, the need for greater public sector accountability obviously stemmed from the fact 
that, in WA at least, most agencies had a stated mission and goals actualised in programs - in 
other words they exist and are given resources in order to provide value to the community in 
specified ways. 

The community thus has a right to an assurance that the programs to which their hard-earned 
dollars have been allocated have a clear and relevant purpose, that those programs are being 
run efficiently and are effective in providing value for their money, and that the highest 
standards of ethics are being maintained by those who have been entrusted with administering 
the programs. 

Agencies then are accountable in two broad areas. 

Firstly for the quality of outcomes - that is, for the service delivered and this specifically from 
the recipients' perspective, not from the providers! 

Secondly, for the quality of process - that is, how well an agency ~onf onns to .the "rules", laid 
down by government, that determine the way it operates, and especially the ethical rules. 

Steve Sedgwick in bis address to the Senate Standing C~mrnittee on ~inane~ and Public 
Administration conference on Public Sector Reform summansed the scenano thus. 
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In the WA public sector accountability for perfonnance is initially fonnalised through such 
things as: 

The F AAA, sections 53 and 55, 
CEO performance agreements, 
The new Public Sector Management Act, 
Workplace and Enterprise Bargaining Agreements and 
initiatives such as net appropriations and competitive tendering. 

perfonnance management thus can provide a basis for management improvement through: 

• the development of explicit agreements between management levels which clearly define 
program objectives and expected results; ' 

• the improvement of accountability processes so those given authority and responsibility 
are held to account for the results achieved; 

• the decentralisation of management based on performance and resource agreements, 
thereby reducing the need for external controls and micro management. This also will free 
senior executives for more strategic decision making; 

• better informed decision making based on clearer program objectives, more 
comprehensive infonnation on program performance and a better understanding of 
alternatives; 

• defining the cost of delivering services through reviews of the relationships between 
resource levels and the level and quality of services; and 

• a better basis for budget decisions, ensuring that scarce resources are allocated to the most 
cost-effective programs in accordance with established priorities. 

Performance management has several major elements, including: 

• performance monitoring This is the on-going monitoring of programs to improve their 
effectiveness and efficiency, respond to changing client needs and circumstances and 
provide early warning of potential problems; 

• program evaluation- the systematic and rigorous review of a program at specific ?oin~ to 
assess it is still relevant to the need or problem it was designed to address. Tuts revtew 
should also analyse the extent to which it is meeting its objectives and whether it is the 
most cost-effective means of addressing the problem or need; and 

• performance reporting, - information gathered to satisfy accountability requirements. 

Each of the elements ensures the community receives the best possi~le q~lity and level of 
service at least cost. The challenge for public sector managers ts making performance 
management an integral part of everyday operations. 

In WA, performance is monitored, measures reviewed and evaluated at three levels: 
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These reviews can be broadly grouped as: 

Performance Examinations; or 
Control and Compliance Examinations 

Since 1991 the Office has undertaken 28 examinations covenn· ·d · f · . 
· I d d ' g a WI e vanety o issues with 11 bemg comp ete an reported to Parliament in the last financial year. ' 

These reports, and their consequent impact on the Office's cli.ents can b t · ed 
, e ca egons as: 

Facilitative/Educative; and 
Informative/Opinionative (or direct reporting) 

Jn other words they can have a broad thrust, or be very specific. 

F ACILIT A TIVE/EDUCA TIVE REPORTS are basically designed to assess the current state 
of any particular publi~ sec.tor.wi?~ issue and promote improvement in management practice. 
Jn general they do not identify tndtvtdual agencies, although this is not always the case. 

Some examples in this category are: 

Government Corporate Card Usage Follow-up Examination 1995. 
Jn 1993 two examinations were conducted covering the expected realisation of efficiencies and 
savings from corporate card usage, and the controls applied to the card. 

These examinations found that the expected savings had been easily exceeded but the potential 
existed for greater use, and that many agencies needed to improve controls over corporate 
cards to prevent error or abuse. 

The 1995 follow-up review found a significant increase in the nwnber of agencies using the 
card, with the nwnber of transactions increasing by about 20,000 to 95,000 per year. Total 
savings since the introduction of the card were estimated at $8 million. 

Controls over the card's use were found to be satisfactory in most agencies. 

The benefits of usage were outlined and recommendations made to encourage increased usage 
to the benefit of agencies and government. 

Public Sector Travel. Follow-up Examination 1995. 
A November 1993 report found deficiencies in the approving, monitoring and reporting of 
travel and identified scope for greater use of discount airfares. 

The 1995 examination found that whilst management of travel at some agencies had improved, 
potential for efficiency savings through better practices still exists at most agencies. 

The report identified the new and emerging issue of the accwnulation of "frequent flier'' points 
and the implications that has for agency management, and most importantly expressed ~once~ 
that some agencies were reporting budgeted n:avel co~ts rather than actual c~sts ":1 therr 
quarterly travel returns to Parliament. This reporting practice was condemned as nnsleadmg. 
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J.rl~ORMA ~VE/OPINI?NA TIVE (0~ DI.RECT REPORTING} REPORTS are agency-
or issue-specific and designed to provtde 1nfonnation on the penorman f art. 

1 · ' admi · · d ce o p 1cu ar agencies n1stration an program management. 

As shortcomings in aspects of agency operation are generally identified and perhaps draw 
adverse comment, these reports need to be carefully crafted with maximum c ltat. 

· 11 l 1 1 . onsu ton 
occumng at a re evant eve s m order to achieve positive outcomes and create th win/ · 
situation that is desired in these circumstances. e wm 

With careful consultation ~d w~at c~ul~ be termed a "conspiratorial", cooperative approach 
results have been heart~mng, with s1gmficant improvement in management practices. This 
softly softly, almost behind the scenes approach, with the Office focussed on the objective of 
improving public ~ector acco~tability and facilitating enhanced perfonnance, though not 
always a profile raiser or headlme grabber for the Office, ensures positive results all round. 
This is the Quiet Achiever end of our business! 

Examples that I could give would include: 

Risk Management in the Public Sector which lead to government requiring all agencies to 
identify their business risks and their strategies for addressing those risks. 

Management of the Public Bank Account Investments that lead to a review of investment 
strategy by Treasury and consequently the prospect of increased returns to government. 

In fact practices were improved and most recommendations were put in place during the 
course of the review and in advance of the tabling of the report in Parliament. 

Similarly the review of the Legal Aid Commission saw that agency implementing a range of 
measures, identified as necessary early in the process, well before the final report was released. 

The CEO and senior management were entirely "on-side'" during the examination and 
enthusiastically welcomed our findings and recommendations. 

The result bas obviously been a vast improvement in the way legal aid is administered in WA. 
Importantly the public has been a clear winner. 

In a similar vein the examination of the Police Department Operations Centre, which 
highlighted management and administration problems based around police answer and rc~s~onse 
times to emergency calls via the 000 direct-dial facility, was welcomed by the Comm1ss1oner 

for Police, his senior officers and the Police Minister. 

Action has been ongoing and swift, with changes again being implemented during the course of 

review. 

Only recently I met with the Commissioner and Minister who presented a compreb~ive fo~ 
page swnmary to me of all the initiatives that bad been taken in response to the review and its 

recommendations. 



Public Accounts Collllllittee 

We do this by providing timely, quality infonnation that will enable Parliament to make 
infonned decisions and better .c~ o?t its function of ensming full and proper accountability 
for taxpayers money, through identifying and then reporting on: 

best practice, 
benchmarks, 
efficiency, 
effectiveness, and 
legal compliance 

and by ensuring our reviews are consistent with and help achieve policy aims and objectives, 
and create the flexibility to respond to a range of governmental and public needs. 

Secondly, we seek to generate improved performance by public sector agencies through the 
more efficient use of resources and the more effective use of resources. 

And thirdly we seek to develop expertise in administration and program management for the 
benefit of the public sector. 

In all this I am proud to say we have been successful and this is evidenced in our recent 
comprehensive Parliamentary and client surveys and in the recent peer review of our Office. 
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TREASURER'S DIRECTIONS 

PART 3 - RESPONSIBILITIES OF ACCOUNT ABLE 
OFFICERS 

Section 2 - Internal Audit 

Authorities: Financial Management Act 

Section 

3. Interpretation 

13. Duties of Accountable Officers 
15. Internal audit 

Defined Terms - Refer to Part J Section 2 

Accountable Officer 

Agency 

employee 

intemaJ audit 

internal control 

OVERVIEW 

One of the primary responsibilities of an Accountable Officer is to ensure his/her Agency has 
an adequate internal audit capacity. Internal audit is a management tool designed to provide 

assurance that systems and internal controls operating within Agencies are adequate and 

effective. It carries out its functions by undertaking audits, reviews and other related tasks for 

improving the pcrf onnance of organisations. 

STATEMENT OF INTENT 

3.2.1 This Section provides a framework within which Accountable Officers can discharge 

their internal audit responsibilities Wldcr the Act. 

UPDA~ 31/S/9S 
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PART 1- STRATEGIC PERSPECTIVE 



The Benefits. 

The benefits that will accrue from the adoption of this policy will 
include: 

• 

• 

• 

the bringing to the attention of all employees the issues of fraud 
prevention, detection and reponing, and the message that fraudulent 
practices will not be tolerated within the Northern Territory Public 
Sector; 

the provision of a methodical type approach to fraud control 
management allowing for better use of limited control resources~ 

the ability of the Accountable Officer to be in a far more defensible 
position, able to demonstrate responsible accountability, should a 
fraud occur within their organisation. 

This policy provides a framework for responsible fraud management in 
the public sector and makes a positive conoibution towards 
accountability of Government resources. 

The implementation of the policy allows for economy of resource 
utilisation and uniformity of application by centralised development of 
key aspects of the policy. 

1.2 ROLES, RESPONSIBILITIES AND RELATIONSHIPS IN 
FRAUD MANAGEMENT 

The prime role and responsibility in fraud management rests with 
agencies. 

Figure l presents in a diagrammatic fonn the relationship between the 

prime fraud interest organisations. 

Figure 2 details both primary and secondary responsibilities in relation 

to fraud: 

• 
• 
• 
• 
• 

awareness~ 

prevenuon~ 

reporung: 
inve tigation: and 
resolution . 
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1.3 EVALUATION OF FRAUD CONTROL POLICY 

In order to monitor the effectiveness of the Government's Fraud Control 
Policy and to identify any need for improvemen'1 the policy shall be subject 
to on-going review, with the initial review to be conducted within two years 
of the policy's implementation. 

This review should not attempt to measure the incidence of fraud itself or 
the change thereof. Particularly, as an increase in fraud may not necessarily 
mean an inadequate policy but could rather reflect the success of the 
employee awareness program resulting in an increase in the incidence of 
reponing. 

The review should be conducted across Government as a whole and the 
findings reponed to the Finance Sub-committee. The review could be 
undertaken by any number of existing groups/mechanisms including the 
Internal Audit Bureau, Consultants, or such other group established for that 

purpose. 

The review should consider the fallowing key aspects of the Fraud Control 

Policy. 

• Employee Awareness - the degree of employee awareness of 
Government fraud control policy. A survey of employees would provide 

• 

• 

• 

the necessary data on this matter including: 

knowledge of the code of conduct issued as an employment 
insbllction under the Public Sector Employment and Management 

Act~ 
assessment of the agency's ethical culture; 
knowledge of the existence of their agency's fraud control plan; and 
knowledge of the mechanisms available to report suspected cases of 

fraud. 

Reporting and Investigation - the doc~enta~on ~f and adequacy of 
the procedures in place for reporting and mvesugauon of suspected 

cases of fraud. 

Fraud Control Plans - the existence ~f ~d ade~uacy of t~e fraud .. 

I l established within agencies mcludmg evaluauon of the nsk 
contro pan . . 
assessment methodology in operauon m each agency. 

. d R VJ·ew - the adequacy of an agency's policy/strategy 
Evalua on an e 
for review of the fraud control plan. 
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2.1 FRAUD CONTROL PLAN 

Each agency is required to have its own Fraud Control Plan to facilitate 
management of fraud control within the agency. 

The Fraud Control Plan is the means by which Government fraud 
control policy is implemented by agencies. It draws together all the 
prevention, detection and reporting measures adopted by the agency into 
one consolidated document. 

The Fraud Control Plan is to be endorsed by the responsible Minister. 

Regular internal reviews of an agency's Fraud Control Plan are essential 
to ensure the continued relevance, thoroughness and cohesiveness of the 
fraud countermeasures in operation. Accordingly, agencies should 
review their Fraud Control Plan at intervals not exceeding two years. 

What Should be in a Fraud Control Plan 

A fraud control plan should address at least the following: 

• 

• 

• 

• 

• 

• 

• 

• 

an overview statement of the agency's attitude to fraud including the 

definition of fraud; 

the agency's responsibilities in relation to fraud and its relationships 

with other agencies~ 

responsibilities within the agency for the coordination, monitoring, 
review and promotion of the overall Fraud Control Plan, and for each 

of its elements; 

procedures for the preparation and m~ntenance of the agency's risk 
assessment and action plan (ref er secuon 2.2); 

the agency's fraud awareness, education and training programs (refer 

section 2.3 )~ 

procedures for reporting fraud (ref er section 2.4 ); 

procedures for fraud investigation (refer section 2.5); 

. and update the fraud control plan at intervals 
procedures to review 
not exceeding 2 years. 

9 



• 

• 

• 

Awareness Raising #1 
Directed at senior management and outl· . th . . 1n1ng e nature and extent of 
potenu~ fraud, us potential impact on the organisation and the 
recogn1uon and monitoring of fraud indicators. 

Awareness Raising #2 

A g_eneral p~ogr~ d~ected at large groups of employees which is 
des1gn~d t? sens1t1se them to the existence of fraud, how to 
recognise It and what steps to take should they encounter it. 

Developing Fraud Control Plans 

~irected at ~iddle managers, focussing on developmen~ 
unplementauon and monitoring of a fraud control plan: 

risk assessment and action plan ; 
reporting procedures; 

developing skills to conduct initial 'in-house' investigations~ 
adrninisrrative /disciplinary procedures; and 
costs/benefits of prosecution. 

• Investigation 
A specialised course aimed at identified individuals within agencies 
in order to equip those individuals with the skills necessary to 
conduct initial fraud investigations prior to referral to the NT Police. 

2.4 FRAUD REPORTING 

A well structured reporting process is one of a number of key elements 
to a successful fraud strategy. The detail of the reporting process may 
differ from agency to agency, but should contain at least the following: 

Internal Reporting 

• 

• 

• 

Each agency should have a well defined reporting and decision 
making process with a clear chain of command for receiving reports 
of suspected fraud and for decisions on subsequent action. 

Agency staff should have a clear understanding of the reporting 
requirements and their responsibilities within the process. 

The reporting mechanism should ensure that all _cases of s~spected 
fraud are brought to the attention of the appropnate authonty and 

properly documented. 

I I 



• that where the initial investigation confirms fraudulent activity the 
agency take action in accordance with the requirements of 
legislation, such as the Financial Administration and Audit Act and 
the Public Sector Employment and Management Act including, if 
appropriate, notification to the Police. 
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APPENDIX 5 

PUBLIC ACCOUNTS COMMI'I*I'EE 

INTERNAL AUDIT SURVEY 

To be completed by Northern Territory Government Agencies 

OR GANI SA TI ON 

l. Organisation Structure 

(a) Department 

(b) Statutory Corporation 

( c) Other (please specify) 

2. What is the size of your organisation in terms of number of employees? 
(PlmH Uck ODC) 

(a) SO and under 

(b) 5 l - 100 

(c) 101-200 

(d) 201-500 

(e) 500andover 

D 
D 
D 

D 
D 
D 
D 
D 

3. What is the size of your organisation in terms of budget allocation for the current 

financial year? (Please tJck oac) 

SA millions D 
(a) Under5 D 
(b) 6-10 D 
(c) 11-20 D 
(d) 21-50 D 
(e) 51 - 100 D 
(f) 101 and over 

October 1994 
Conducted by the Northern Territory Public Accounts Committee 



7. 

8. 

. Internal Audit Survey Page JI 
An in tern al audit function should report to· • (Please Uck oae) 

(a) The Chief Executive Officer 

(b) An audit committee 

( c) Board of Directors 

(d) Functional head 

( e) Other (please specify) 

D 
D 
D 
D 
D 

Do you en~sa.ge any changes in the role of internal audit in the next 3 - 5 years? 
so, plea~e 1nd1cate any of the following roles which may be given greater/lesser 
em phas1s. (Please tkk box in appn>priale column) 

More Less No 

Emphasis Emphasis Change 

(a) Independent appraisal of the D D D 
internal control system 

(b) Proper safeguarding of assets and D D D 
preventing and detecting error and 
fraud 

(c) Independent review of the efficient D D D 
operation of the organisation 

(d) Independent evaluation of the D D D 
effectiveness of management 

D D D 
(e) Internal consultant to management 

D D D 
(f) Provision of specialised audit services 

D D D 
(g) Examination of financial statements 

(irrespective of whether audit opinion is provided 
by internal or external audit) D D D 

(h) Other (please specify) 

If 

October 1994 

Conducted by the Northern Territory Public Accounts Committee 



ACTIVITIES Internal Audit Survey 
Pages] 

12. 
Which aspects of your organisation's activities are reviewed by the Internal Audit 
Bureau or a consultant? (Pkase Uc.Ir. one or mono) 

lAB Consultant (a) 
the reliability and integrity of financial and other D D operating information and systems 

(b) management information systems D D (c) 
compliance with policies, procedures laws and regulationsO D 

{d) economy and efficiency of resource usage 0 D 
(e) achievements and targeted outcomes/outputs D D 
(f) control of fraud D D 
(g) consultancy D D 
(h) special investigations? D D 
(i) Other (please specify) D D 

13. How many audits were conducted by either the Internal Audit Bureau or a consultant in 

1993/94 

1992/93 

Please list: 

1993/94 

1992/93 

October 1994 

lAB 

D 
D 

Consultant 

D 
D 

Co ·uee Conducted by the Northern Tcnitory Public Accounts DlD1l 



Internal Audit Survey Page 11 
LEGISLATION 

18. Does any legislation administered b . . 
functions: (Pleas• tick Y .your orgamsation refer to any of the following 

one or mon) (Do not include Financial Administration and Audil Act) 

Accounting 

Auditing 

Financial Reporting 

Give details: 

ANNUAL REPORT 

D 
D 
D 

19. What function of audit is published in the annual report? (Please Uck one or- mon) 

(a) Internal audit achievements for past year D 
(b) Future audit programs D 
(c) External audit recommendations D 
(d) Management's response to external audit recommendations D 
(e) Remedial action promised/undertaken in response to external D 

audit recommendations 

(t) Program evaluations 
D 

(g) Major internal audit recommendations 
D 

(h) Management's response in relation to internal audit 
D 

recommendations 

(i) Reasons for not implementing internal audit recommendations D 
D 

0) Details of exemption from internal audit D 
(k) None of the above D 
(1) Other (please specify) 

Octo~r 1994 

Conducted by the Northern Territory Public Accounts CommiUCC 



(a) Monthly 

(b) Quarterly 

( c) Half yearly 

( d) Annually 

( e) On Demand 

(f) Other {please specify) 

25. What is the composition or the audit committee? 

(a) Number of Members 

consisting of: Independent/External Members 

Internal Members 

Members with financial background 

(b) Chairman Internal Member D 1.S2 External Member D 153 

26. Does the Audit Committee report to: 

(a) Board of Management Dis. 
(b) Statutory Board DISS 
(c) Chief Executive Officer 0156 
(d) Other (please specify) DIS1 

27. Do you think that internal (and external) auditors have a right to address the Audit 
Committee? 

y~ No 0159 

OctDber 19')4 C.Ooducted by the Northern Territory Public Accounts CommiUtt 



PUBuc ACCOUNTS COMMfITEE 

INTERNAL AUDIT SURVEY 

To be completed by Internal Audit Bureau 

APPENDIX 6 

ORGANISATION PROFILE 

1. 

2. 

3. 

4. 

No. or Staff (establishment) D 
Audit Managers D 
Auditors D 
Administrative Support D 

No. of Vacancies (as at 30 September 1994) D 
Audit Managers D 
Auditors D 
Administrative Support D 

Oassification of organisation (by numbers) 

Male 

Female 

Audit Auditors 
Managers 

D 
D 

D 
D 

Administrative 
Support 

D 
D 

What are the resources of the Internal Audit Bureau in terms of formally qualified 
and/or experienced staff? 

(a) 

(b) 

Post graduate degree/diploma in business/commerce/ 
ac.countancy 

Post graduate degree/diploma in other field 
(please specify) 

D 
D 

(c) Bachelor degree in business/commerce/accountancy D 
(Oucsboa cooliDucd oa Page 2) 

1 October 1994 Coaduded by tbe Nor1hem Territory Public Accounu Committee I 



INTERNAL AUDIT SURVEY Page3 ) 
8. Base<! on current staff establishment., identify sources from where stair were 

recn.uted. 

Audit Auditor 
Manager 

(a) Internal promotions D D 
(b) School leavers D D 
(c) Other post-secondary college graduates D D 
(d) University graduates D D 
(e) Public accounting firm staff D D 
(f) Commerce and industry staff D D 
(g) Government agencies D D 
(h) Others (please specify) D D 

9. What is the preferred standard of qualification for internal audit staff? 

Audit Auditor 
Manager 

(a) Professional accountancy qualifications D D 
D D (b) Other university degree 

D D (c) Post-secondary college diploma 

D D 
(d) Matriculation/Year 12 

D D 
(e) Other (please specify) 

October 1994 
Conducted by the Northern Territory Public Accounts Committtt 



INTERNAL AUDIT SURVEY Pages 
13. Internal Audit Annual Stamog Costs (Personnel Costs) 

1993/94 1994/<)5 1995/96 
Actual Est. Est. 

$ I I 
No. of paid staff I [ 

PRACTICE 

14. Does your organisation have: 

(a) Approved Internal Audit Charter Yes D No D 
Stating clearly the: 

(b) Objectives of the Bureau Yes D No D 
(c) Responsibilities of the Bureau Yes D No D 
(d) Authority of the Bureau Yes D No D 

15. To whom does the internal audit unit report? 

(Provide the levels of reporting responsibilities by way of organisation chart.) 

16. How many Agencies does the Bureau service? 

17. 

(a) Departments 

(b) Statutory Corporations 

(c) Other (please specify) 

Does the Internal Audit Bureau prepare: 

(a) an audit plan with long-term and short-term goals 

(b) detailed audit programs to address the areas 
covered by the audit plan? 

(c) time budgets and schedules for the entire year? 

D 
D 
D 

YesD NoD 
YesD NoD 
YesD NoD 

October 1994 
Conducted by the Northern Tcnitory Public Accounts Commlttce 



[ 
INTERNAL AUDIT SURVEY Page 7 

21. Has an external review been undertaken on the Internal Audit B '> ureau. 
I 

Yes D NoD 
22. U yes, bow often are these reviews taken? 

(a) Annually D 
(b) Biannually D 
(c) Every three years D 
(d) Ad hoc D 
(e) Other (please specify) D 

23. Who conducted the most recent review? 

(a) Internal D 
(b) Auditor-General D 
(c) Outsourced D 
(d) Other (please specify) D 

24. What recommendations (if any) have emerged from the review(s)? 

25. What is/was the response or the Internal Audit Bureau to the recommendations? 

October 1994 Conducted by the Northern Tcnitory Public Accounts CommlUce 



31. 

32. 

INTERNAL AUDIT SURVEY Page 9 I 
To what extent does the Internal Audit Bureau follow an "adding value" philosophy? 
Please provide details or products and services that evidence this: 

Please provide comments on the adequacy of the Financial Administration and Audit 
Act and Treasurer's Directions in relation to the internal audit function. 

OUTSOURCING 

33. Has the Internal Audit Bureau outsourced any of its Yes D No D 
internal audit function/program? 

34. If yes, what was the rationale underlying the decision to outsource the internal audit 

function/prograin? 

October 1994 
Conducted by the Northern Territory Public Accounts Com.mitt.ce 



INTERNAL AUDIT SURVEY Page 11 

41. Are there termination clauses built into the agreement and if so do these include 
termination fees? ' ' 

42. U yes, do these include termination fees? 

Yes 

D 
D 

No 

No 

D 
D 

43. Does the agreement provide right of access to the Auditor-General's Office to 
examine working files or internal audit? 

Yes D No D 
44. What is the basis for determining fees? 

(a) Agreed schedule of rates D 
D 
D 
D 

(b) Hourly rate 

( c) Quote per review 

(d) Other (please specify) 

45. Are the fees subject to reasonableness and competitiveness checks on a regular 
basis? 

46. 

47. 

48. 

Yes D No D 
U yes, what benchmarks are applied? 

Are there any confidentiality and security provisions incorporated within the 
contract? 

No D 

How many equivalent full time positions were removed due to the outsourcing or the 
internal audit function? 

D 
October 1994 Conducted by the Northern Territory Public Accounts Comm.It.tee 
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Public Accounts Committee 

NORTHERN TERRITORY PUBLIC ACCOUNTS COMMITIEE 

STATUS Of THE COMMilTEE 

The Northern Territory Public Accounts Committee was established by temporary Standing 
Order 21A of the Legislative Assembly on 16 August 1986. 

The Committee's status was altered, by way of a motion of the Chief Minister on 23 August 
1988, from a Sessional Committee on a trial basis to a Standing Committee of the Parliament. 

As a Committee of the Legislative Assembly, its authority is derived from the Northern 
Territory (Self Government) Act (of the Commonwealth) and the Legislative Assemb~v 
(Powers and Privileges) Act (of the Northern Territory). 

The committee is comprised of five (5) members, presently three (3) Government and two (2) 
Opposition members. 

DUTIES OF THE COMMI1TEE 

The duties of the Committee under Standing Orders 21 A are: 

(a) 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 Management Act; 

(b) to report to the Legislative Assembly with such comments as it thinks fit, any item or 
matters in or arising 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; 

( c) to report to the Legislative Assembly 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; 

( d) to inquire into and report to the Legislative Assembly on any question in connection 
with the public accounts of the Territory -

(i) which is referred to it by a resolution of the Assembly; or 

(ii) which is referred to it by the Administrator or a Minister; and 

( e) to_ examine the reports of the Auditor-General laid before the Legislative Assembly 
with the accounts of a Public Authority of the Northern Territory (including any 
documents annexed or appended to those reports). 
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Public Accounts Committee 

CHAIRMAN'S FOREWORD 

In undertaking this project, the Committee was mindful of a number of objectives. Firstly, the 
need to ascertain whether internal audit procedures were in place in public sector jurisdictions 
in the Northern Territory and report back to the national body of the Public Accounts 
Committees. Secondly, the Committee wanted to achieve optimum benefit from conducting 
such a review and ensure that the major auditing bodies in the public sector would derive some 
benefit from the study. Thirdly, the Committee took the opportunity to sponsor a professional 
development seminar to the employees of the Northern Territory Public Sector - not only to 
obtain an understanding of the role of internal audit and Public Accounts Committee, but also 
to obtain a better understanding of the shift in the internal audit function within the Internal 
Audit Bureau. 

Whilst not a major issue to the results of the survey, readers should note that this survey was 
conducted during the currency of the Financial Administration and Audit Act and its 
associated Regulations and Directions. This legislation was replaced by the Financial 
Management Act on the I April 1995. 

The Committee would like to acknowledge those that participated in the inquiry: to the Office 
of the Commissioner for Public Employment, Department of Chief Minister and Office of the 
Auditor-General for their support and constructive criticism in developing the survey form and 
all Agencies that responded to the survey. Our thanks also goes to the Public Sector 
Accounting Group for hosting the seminar and to the speakers and the participants who 
attended the seminar. 

Finally, appreciation is extended to the Committee secretariat for compiling the report: Jenny 
Mollah for driving the project, Judy Herring for processing and compiling the statistics and 
providing administrative support and Kathleen Sadler for preparing the graphics. 
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Public Accounts Committee 

• chlef Executive Officers should ensure internal audit is deployed ~ a tim~ly 
fashion - information technology auditors should do their work. when information 
systems are being planned and developed, not when they have failed. 

2. CONDUCT OF INQUIRY 

2.1. Briefings 

The Chairman and Secretary had informal discussions with officers of the Northern 

Territory Public Service. These were: 

Mr Elliott Isaacson 
Auditor-General 
Office of the Auditor-General 

Mr David Hawkes 
Commissioner for Public Employment 
Office of the Commissioner for Public Employment 

Mr Barrie Hamilton 
Director, Internal Audit Bureau 
Department of Chief Minister 

The Public Accounts Committee received an in camera briefing from the Secretary, 
Department of Chief Minister, Mr Peter Conran, and the Director of Internal Audit 
Bureau, Mr Barrie Hamilton. 

2.2. Survey of Agencies 

The Committee surveyed thirty six government agencies with a 94% response. (Refer 
Appendix 1 for List of Agencies surveyed.) A separate survey was forwarded to the 
Internal Audit Bureau, Department of Chief Minister. This Bureau provides an audit 
service to the majority of the Northern Territory Government Agencies. The Territory 
Insurance Office and Northern Territory University were also surveyed. These bodies 
outsource and employ their own internal audit function respectively. 

Results of this survey are reported in Section 8 of this report. 

2.3. Seminar 

On 21 September 1995, the Northern Territory Public Sector Accounting Group, on 
behalf of the Public Accounts Committee presented a seminar on Strategic and 
Management Review. Speakers at this seminar were: 

Opening Address: Mr Rick Setter 
Chairman, Public Accounts Committee 
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Public Accounts Committee 

3.1.2. Chief Executive Officers must establish or contract in effectively resourced 

Internal Audit. 

The provisions of the Financial Administration and Audit A~t wer~ adequate in 
requiring Chief Executive Officers to establish an internal audit function. 

Section 27(1) provided for the establishment of an internal audit function. 

27(1) When so instructed by the Treasurer each accountable oj]icer-

(a) shall examine the nature and extent of the internal audit organisation, if 
any, for his department; and 

(b) shall upon the completion of that examination make and furnish to the 
Treasurer a report setting out the action that is. in his opinion, necessary to be 
taken to ensure that an adequate internal audit organisation is established and 
maintained for his department to assist him in the performance or discharge of 
the functions and duties confe"ed or imposed upon him by or under this 

Ordinance. 

3.1.3. Chief Executive Officers must have Internal Audit report directly to them, not 
to a Deputy. 

The Financial Administration and Audit Act was adequate to ensure direct 
reporting to the Chief Executive Officer. 

The Act required the officer in charge of the internal audit function to report to 
the accountable officer. 

27 (3) The officer in charge of the internal audit organisation for a department shall 
report, at his discretion. to the accountable officer the result of any appraisal. 
inspection. investigation. examination or review made by that organisation. 

3.1.4. Chief Executive Officers must be involved in planning the Internal Audit 
program. 

Under the Financial Administration and Audit Act there appeared to be no 
legislative requirement for Chief Executive Officers to be involved in planning the 
internal audit program. However, the provision for internal audit to report 
directly to Chief Executive Officers provided the basis for an agreed method of 
operation which allowed for annual audit program approval by the Chief 
Executive Officers. This method of operation still extends to any program 
amendments or additions which must have Chief Executive Officer approval. 

This policy has operated since the inception of the Internal Audit Bureau and is 
seen as essential to maintaining the control and integrity of the audit program. 

4 



Public Accounts Committee 

3.2. Comments to the Survey 

Comments, where applicable, have been provid~ in 1:11e rel~vant areas of section 8 of 
this report. Other general comments are provided m this section. 

At the same time as disseminating survey forms, Chief Executive Officers ~f Agenci~s 
surveyed were advised of the concern expressed by the Australian Council of Publ~c 
Accounts Committees in that Chief Executive Officers had not placed adequate ~phas1s 
on internal audit within their organisation. Although copies of the re~lution w~re 
forwarded to each agency, the returns indicated that only 50~ of the Chief Executive 
Officers had signed off on their agency's return, l % were signed off by the Deputy 
Secretaries, 48% were signed off by employees of the agency and 1 % were not even 

signed at all. 

The Committee identified a number of issues which are of some concern. Some of these 
issues have been discussed with the Director of the Internal Audit Bureau. 

• the apparent confusion between the concept of an internal audit and external audits 
conducted by the Auditor-General. 

• the lack of understanding in the concept of an audit committee. 

• Three Agencies were confused about their legal status as defined in the Financial 
Administration and Audit Act and redefmed their Agency. 

• One agency was requested to forward a legible copy of the survey, the first copy was 
unreadable. 

• Another Agency claimed that too many audits had been conducted by consultants in 
1993/94 to detail. The Agency claimed audits were "sensitive", but offered to make 
the audit files available to the Committee. However, it was noted that the Internal 
Audit Bureau had conducted only ten audits over a two year period in 1992/93 and 
1993/94, and even this was too many to detail. 

Overall agencies were satisfied with the quality and professionalism of the Internal Audit 
Bureau coverage. There was only one negative comment against the performance of the 
Bureau directed to the inadequate resources and staffing problems of the Bureau. The 
Internal Audit Bureau have acknowledged that it has experienced difficulties of 
recruiting internal audit staff, particularly at the management level. This has now been 
addressed by involving the private sector in delivering the internal audit programs to 
client agencies. 

In discussions with the Internal Audit Bureau, it would appear that the implementation of 
an internal audit program is entirely at the discretion of the Agency. This can be 
arranged with either the Internal Audit Bureau or a private sector accounting firm. The 
Committee noted that two agencies surveyed, Trade Development Zone Authority and 
Aboriginal Areas Protection Authority (fonnerly Aboriginal Sacred Sites Authority) did 
not have an internal audit service at the time of the survey. These agencies were 
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4. INTERNAL AUDIT 

4.1. Definition 

The Institute of Internal Auditors, in its standards for the professional practice of internal 
auditing defines internal audit as: 

an independent appraisal function established within an organisation to examine 
and evaluate its activities as a service to the organisation. The objective of 
internal audit is to assist members of the organisation in the effective discharge of 
their responsibilities. To this end, internal auditing furnishes them with ana~vses, 
appraisals, recommendations, counsel, and information concerning the activities 
reviewed. 

Internal audit was traditionally seen as a means by which management could monitor the 
effectiveness of its internal controls and keep infonned of the reliability and appropriateness of 
the systems and procedures employed within the organisation. 

The internal audit function has moved from compliance checking to the provision of 
constructive management advice, and is now taking a broader approach and being used 
as a management tool to evaluate and improve an Agency's performance. This move 
will assist Agencies in evaluating their objectives by monitoring the effectiveness of their 
management practices. Rather than just providing a restricted assurance on accounting 
and related controls, there is a tendency to promote quality management and cost 
effectiveness and provide a strategy to manage an ongoing program of evaluation. 

4.2. Standards 

Internal audit standards have been developed by a number of organisations that are 
accepted by the audit profession: 

• 

• 

Standards for Professional Practice of Internal Auditing issued by the Institute of 
Internal Auditors for the guidance of its members and their employers. (All staff of 
the Internal Audit Bureau are members of the Institute of Internal Auditors.) 

Various statements of auditing practice issued by the Australian Accounting 
Research Foundation on behalf of the Australian Society of Certified Practising 
Accountants and the Institute _of Chartered Accountants in Australia. For example: 

AUP2 

AUP4.1 

Using the Work of an Internal Auditor 

The Effects of an EDP Environment on the Study and Evaluation 
of the Accounting system and Related Internal Controls 

8 
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5.2. Functions of Chief Executive Officers 

The Public Sector Employment and Management Act, which came into effect on 
I July 1992, details the broad functions of Chief Execu~ve Officers. ~~se 
functions are detailed in section 24 of the Act and provide an accountab1hty 
statement, rather than prescriptive responsibilities: 

(a) to direct the employees emplo)OO by or in the Chief Executive Officer's Agency, 

(b) to ensure the attainment by the Agency of any objectives set by the appropriate minister; 

(c) to devise organisational structures and arrangements for the Agency; 

( d) to assign designations to empl~ in the Agency and to wry such designations in 
accordance with -

(i) aWcU"d requirements; and 

(ii) designation S)5tems, standards and procedures determined by the ~ioner 
or, where no such systems, standards or procedures have been determined, with 
the approval of the ~ioner, within the limits of the amrunt that has been 
allocated or is otherwise available for the remuneration of emplo~ in the 
Agency, 

( e) to assign duties to be perfonned by each empl())ee in the Agency; 

(f) to ewluate the performance of employees in the Agency; 

(g) to assist employees in the Agency to undertake relevant training, education and 
development programs; 

(h) to devise and implement financial and management plans for his or her Agency and 
monitor the Agency's financial and administrative performance; 

{j) to devise and implement programs to ensure that employees have equal opportunities in 
relation to their employment in accordance with the merit principle; 

(k) to ensure the application in his or her Agency of appropriate health and safety standards 
and programs; and 

(m) such other functions as are impa;ed on the Chief Executive Officer by or under this or 
any other Act. 

6. NORTHERN TERRITORY PUBLIC SECTOR 

6.1. Internal Audit Bureau 

The_ Internal Audit . B~eau, Department of Chief Minister provides an internal audit 
service_ ~o the tnajonty of the Northern Territory Government Departments and 
Authonbes, and reports to each client Chief Executive Officer. Clients nonnally 
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(d) 

(e) 

(f) 

(g) 

(h) 

Public Accounts Committee 

it may require any employee to furnish any informat~on and explanations 
considered necessary for the proper perf onnance of these duues; 

it shall have the right of access at all times to the books, ~cco~ts, vouchers, 
records, correspondence and other documents of the client organISations; 

it shall remain independent of the operational functions of the client organisations 

which it is required to appraise; 

it may conduct special investigations into any matters or transactions affecting the 
interests of the client organisations as requested by the Accountable Officer: and 

it shall provide a basis from which to promote arid improve operational efficiency 

and effectiveness. 

6.2. Other Bodies 

At the time of conducting the survey, the Northern Territory University staffed 
their own internal audit section and the Territory Insurance Office outsourced their 
internal audit function. 

7. CHANGES AND FUTURE DIRECTIONS 

7.1. Current Legislative Requirements (effective 1 April 1995) 

The Financial Management Act provides the basis for improved accountability and 
reporting of all Government activities. A nwnber of major changes were made to 
the structure of the public account, but the changes relevant to this report, was the 
inclusion of the Accountable Officer's responsibility to the internal audit function. 
Section 15 of the Financial Management Act states that: 

An Accountable Officer shall ensure that the Agency has an adequate internal audit 
capacity to assist the Accountable Officer in the perf onnance of his or her functions under 
this Act. 

The person in charge of an internal audit of an Agency shall, as soon as practicable 
after completing the internal audit, report to the Accountable Officer the result of 
the audit. 

The Treasurer's Directions were rewritten and issued at the same time as the 
Financial Management Act. The new Directions (Part 3, Section 2) now include a 
specific section detailing the responsibilities of an Accountable Officer towards the 
~ntemal Audit function. (Refer Appendix 3 ). This had not previously been written 
into the former Treasurer's Directions. 

A separate Audit Act was enacted and became effective at the same time as the 
Financial Management Act. The Audit Act refers to the legislative requirements of 
the Auditor-General and his office. 
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8. SURVEY RESULTS 

8.1. NT Government Agencies 

8.1.1. Organisational Profile 

TYPE OF ORGANISATIONAL STRUCTURE 

Department 
56% 

Table 1: Type of organisational structure 

When asked to categorise their organisational structure, 56% of the Chief 
Executive Officers (CEOs) classified themselves as Departments, 31 % as 
Statutory Corporations, and 13% as Other. The category "Other" was specified 
as Business Agency, Body Corporate, Statutory Appointment and Statutory 
Agency. 

The survey looked at size of organisations in relation to the number of employees 
and dollars value of the current budget allocation for the organisation. 

Sl2E OF ORGANISATION - EMPLOYEES 

rn 12 LL z 
00 10 
a: s:::: 8 w< 
m S!l 6 
::E z 4 
::l < 2 z CJ a: 0 0 

50 & under 51 - 100 101 - 200 200- 500 501 & over 

TOTAL NUMBER OF EMPLOYEES 

Table 2: Size of organisation in tenns of number of employees 

Of majority of organi~ations surveyed, (38%) had less than 50 employees and an 
annual budget allocation of under five million dollars (31 % ). 
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ADDITIONAL SKILLS REQUIRED FOR INTERNAL AUDmNG 

Olher specified 

Finance 

Adninistrative & 
personnel 

0 5 10 15 20 25 

NO. OF RESPONDENTS 

30 

Table 5: Skills in addition to basic auditing skills required to fulfil an effective internal 
audit function 

The CEOs considered, in addition to the basic auditing skills, financial, 
administrative, personnel and electronic data processing skills were necessary to 
fulfil an internal audit function. The category "Other skills specified" ranged from 
analytical investigative skills and strategic planning, to more broad areas of 
management and understanding of objectives of the organisation audited. 

OPPORTUNITIES IN TERMS OF STAFF DEVELOPMENT FOR 
INTERNAL AUDITORS 

Other specified 

Skills in dealing with 
people& 

communicating 
effectively 

Become familiar 
with the 

organisation 

Broaden the 
experience of 

existing manager 

Table 6: ln~rnal Audit opportunities for training 

Most CEOs regarded the broadening of the experience of the existing manager as 
a training opportunity offered by internal audit (26 organisations). Familiarity 
with organisation (22 organisations) and acquisition of communication skills ( 17 
org~sa~!o~s) also ranked highly .. (Table 6). The category "Other training 
specified mcluded control envrronment of government, developing an 
unders~ding of internal control procedures and the development of a 
methocbcal approach to project work. 
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. . h in emphasis towards the role 
the responses were divided between no c ange h · t b 
being selected by approximately half the respondents, and more emp as: ~ e 
given to the role by the other half. There is no clear pattern from e ta 

collected. 

INTERNAL AUDIT FUNCTION IS BEST SERVED BY: 

()ti SOll'oed 

21'Y· 

lnhouse lrurnal u It 
sedlon 

Other 

Sip••• ,,..emal 
aJdlt aLChority 

4'% 

Table 9: The internal audit function is serve best by which gr_oup/s 

44% of CEOs considered a separate internal audit authority would serve the 
internal audit function best and 27o/o preferred the option of outsourcing the 
tasks. 13 % considered in-house auditors would be best. In the category "Other 
Comments", four CEOs considered a combination of internal and a separate 
authority would fulfil the role best, while three CEOs recorded a combination of a 
separate authority and external auditing would be preferable. 

omments: 

e CEO is responsible for maintaining an adequate and effective level of intern 
ontrol (which must include a consideration of the extent to which an internal 
udit activi is to be de lo ed and if so its role . 

e CEO should drive any internal activity and ensure that it is fully effective and 
ontributin to the aims and ob· ectives of the or anisation. 
ntemal audit is an integral part of proper management practices, albeit not 

ecified in a statement of duties. 
e CEOs duty statements clearly indicate their responsibilities, particularly 

elating to accountability. How they go about exercising accountability is really 
to them. 

nsofar as having Internal Audit programs in place and actively engaging Internal 
udit services. 

nternal Audit can hel the CEO demonstrate their effectiveness and efficienc . 
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omments: 
ot in an organisation of this size. In a larger organisation mos~ de~~ly · Upo 

essation of the resent CEO, the Board ma wish to chan e this s1non. 
es, to ensure that correct procedures are in place and ?o i~ fact work. If ~e 

·ntemal audit is across all activities they should be offenng mdependent advice to 
e CEO on wa s of im rovin the methods used b the or anisation. 
EOs internal audit responsibilities are deemed sufficiently important that they 
ave been reco · sed in le ·station. 

Table JO: Comments: Chief Executive Officer's Internal Audit Responsibilities should be a 
Prominent Part of their Statement Duties 

e Authori does not have an internal audit service at resent. 
nternal audit coverage of this Office has two elements to it: 

I . Coverage of our administrative, financial and personnel transactions 
perfonned by our management services agent as part of the Internal 
Audit Bureau and of that department~ and 

2. Audit of our annual financial statements and the receipt and expenditure 
of monies and acquisition and disposal of property by a consultant 
a ointed b the Auditor-General. 

ntemal audit provides positive information regarding strength of internal 
ontrols. It also provides sound advice on how systems/methods may be more 
fficient and effective. 
he service provided by the central Internal Audit Bureau has been of a high 

standard and of extreme benefit to this D artment over ast two ears. 
e service to date is not directly under the control of the CEO. It is negotiated 

"th the Internal Audit Bureau and subject to their constraints - financial and 
h sical. 

ur internal audit program is considered behind schedule. We think this may be 
ue to limited resources/other riorities. 

e internal audit service provided by the Internal Audit Bureau has been of 
alue to the department in the monitoring of its performance particularly in the 
eas of finance ersonnel and eneral office services administration. 

ere could be more audits carried out. 
e ~te~al au~it~r plays an important role in auditing quasi and separate 

r~an1sat1ons withm the University, eg. drama company, radio station, student 
mon clubs, etc. 

e Secrecy provisions of the Ombudsman (N T) Act prohibit external review of 
. ctual investig~tions &, therefore, review internally is of greater significance than 
n other A enc1es. 
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CONDUCTED BY INTmNAL AUDIT BIR:AU OR A AlDTS 'AIUT' 

CONSU.. T 111111 

ro~~~~~~~7:E7Rmmrn?D]f]]R§]m@@M.] 
60 

~ 50 
Q 

:::> 40 
c( 

"" 30 0 

g 20 

10 

o ...................... ~ 
1992193 1993194 

• O>nsuttant 

• ntemaJ Audit ElJreau 

Table 13: Number of audits conducted by either the Internal Audit Bureau or a consultant 
in 1992193 and 199314 

There has been an overall reduction of audits conducte_d ~ 1992/93 year 
d t 1993194 Furthennore there has been a reduction m the use of the compare o . , _ . . . 

Internal Audit Bureau from 74% of all audits conducted for organ1satJ.ons m 
1992193 to 64% of all audits for the 1993/94 year. 

REASON FOR CONDUCTlt«; AUIJTS 

Other specified 

Auditor General 
10% 

Annual audtt 
program 

26% 

8% 

On request by 
External Source 

4% 

Q(clicaJ audit plan 
1S°/o 

34% 

Table U: Audits conducted as part of a cyclical audiJ plan or on request 

34% of all audits conducted were done on request by the organisation. 26% were 
part of the annual audit plan. Audits as part of cyclical audit plan and requests 
from the Auditor-General made up J 8% and J 0% respectively. The category 
"Other specified" were Special Audits, and organisational assessments of audit 
priorities. 
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AUDITOR-GENERAL ACCESS 

Al nternaJ Audit Al consultancy 

Bureau reports reports 

Table 16: Whether the Auditor-General (or his authorised auditors) should be able to access 
Internal Audit Reports and consultancy reports 

The majority of CEOs thought the Auditor-General should have access to both 
Internal Audit Bureau reports and consultancy reports. 

Considering external auditors have access to Board minutes and other 
confidential information, it is a ro riate that the have access to these r orts. 
Where such reports can contribute to the Auditor-General forming an opinion 
on the operations of the Department they are relevant, however where such 
reports are produced as part of a program of continuous improvement they are 
of little relevance. 
Provides Auditor-General with details of internal audit reports and 
recommendations enabling them to verify whether recommendations have been 
im lemented. 
Internal audit reports and the responses to them can affect the scope of external 
audits. Not all consultants' reports necessarily affect matters that are relevant to 
the external auditor. 
Audit is an aid to management. Its effectiveness is maximised by information 
sharin . 
Internal Audit Recommendations would allow Department to correct 
inefficiencies before formal reports are actioned. Making these reports available 
to the Auditor-General should be at the discretion of the CEO. 
In line with D artmental accountabili all audits should be available. 
Should problems be highlighted by internal audit - a test of Auditor-General's 
thorou hness would be to see if the same conclusions were found. 
Some reports could be outside the scope of the Auditor-General's 
res nsibilities. 
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8.1.5. Legislation 

FUNCTONS REFERRED TO BY LEGISLATION ADMINISTERED BY 
ORGANISATION 

Accounting 
38% 

Ftnancial Reporting 
35% 

Auditing 

27% 

Table 19: Legislation administered by organisation refer to the following functions: (not 
including the Financial Administration and Audit Act) 

Administration of accounting received the most legislative exposure with 10 of 
the organisations responding positively. 

8.1.6. Annual Report 

i~rnw&IKEt1a1mi~e.1l11•~~•••1t!!li!~•im•~11m1tt~H~mu~mm~~m~~i~1~~t:~~~ 
Comments: No. of Respondents 
Internal audit achievements for past year 12 
Future audit program 4 
External audit recommendations 5 
Management's response to external audit 7 
recommendations 
Remedial action promised/undertaken 

. 
3 In response 

to external audit recommendations 
Program evaluations 7 
Major internal audit recommendations 7 
Management's response In relation to internal audit 8 
recommendations 
Reasons for not implementing internal audit 1 
recommendations 
Details of exemption from internal audit 0 
None of the above 10 
Other speci tied 6 

Table 20: Function of the audit published in the annual reports 

The category "Other specified', referred to comments relating to the Auditor­
General 's report of the organisation's financial statements, details of audits to be 
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The category "Other specified" defined the Execu~ve Gro~p or the Dep~enta] 
Management Group as having the role of the Audit Comnuttee (3_ orgamsattons). 
Another respondent said a role is to review questions of an ethical nature, and 
another, to address audit issues raised in the Auditor-General's report. 

AUDIT COMMllTEES DEFINED TERMS OF REFERENCE 

t-«> 
60% 

Yes 
40% 

Table 23: Does the Audit Committee have defined terms of reference? 

Of the positive respondents (40%), half had detailed terms of reference, the other 
half had more general directives. Another comment was although no formal terms 
of reference the committee's activities were governed by a formal agenda. 

~ 4 w 
Q 

~ 3 
CL 
U) 2 w 
~ 

~ 1 

g 0 

FREQUENCY OF AUDIT COMMITTEE MEETINGS 

M:mtt1y OJarterly Halt yearly Anrt.1aly Qi derrand Clher specfied 

Table 24: Frequency of the audit committee meetings. 

The m~st prevalent frequency was either a regular monthly meeting or the 
scheduling of ~ meeting o.n demand. The category "Other specified" reported 
frequ~ncy of st~ weeks pnor to Board meeting and the expectations that once 
estabhshed, audit committees would be expected to meet weekly or fortnightly. 
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COMl?OSITION OF AUDIT COMMITTEE • CHAIRMAN 

nterna.J tJerrber 
63% 

External M3rrber 

38% 

Table 27: Composition of Audit Committee-Survey of Chairman 

The Chainnan of the Audit Committee was an internal member of the 

organisation in the majority of cases (63%). 

AUDIT COMMIITEE REPORTS TO 

Olief 8<ecutive 

Officer 

66% 

Board of 

Minagemant 

17% 

Statutory Board 

17% 

able 28: To Whom the Audit Committee reports to. 

The majority of organisations (66%) had the audit committee reporting to the 
CEO. An equal distribution of the remaining organisations had the committees 
reporting to the Statutory Board or the Board of Management 

·Question 27. There was a 100% positive response to .the question of.the right of 
the Internal Auditor to address the Audit Committee. · 
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8.2. Internal Audit Bureau and Other Bodies 

A separate survey was conducted with the Internal Audit Bureau, Department of 
Chief Minister, Territory Insurance Office and Northern Territory University. 
Menzizes School of Health did not respond to the Survey. 

The Territory Insurance Office did not respond to Questions 1-13 as the internal 
audit function is outsourced to a private accounting firm. 

8.2.1. Organisation Profde 

_, 

~ 
"- CJ 
0 z 
w -
CJ tt cc 
!Z ln 
w 
(J 
~ 
w 
Q. 

ESTABLISHMENT PROFILE OF TOTAL STAFFING 

70% ~~~~~~~~~~~~~~~~~~-----
60% ~~~~~~~~~ 
50% ~~~~~~~~~ 
40% ~~~~~~~~~ 

30% ~~~~~~~~~ 
20% ..._.~ 
10% ....-.-~ 

0% .......... ~ 

Audit 
Managers 

Auditors 

POSITION TITLE 

Figure 1: No. of staff (establishment) 

Administrative 
Support 

VACANCIES PERCENTAGE AGAINST TOTAL 
ESTABLISHMENT (as at 30 September 1994 ) 

100% 
w 100% 

> " (.) c 
~ ffi 
0 0 
c~ >w 

Q. 

80% 

60% 
40% 

20% 

0% 

Audit Managers Auditors 

POSITION TITLE 

Administrative 
Support 

Figure 2: No. of Vacancies (as at JO September 1994) 

All the positions of Audit Manager were vac . 
of the audit establishment numb . edant at tune of survey, and a quarter 

. . er remam vacant Th. h 
downs1zmg the establishment of th I t I . . ts was t e result of 
private sector in the delivery of inteme I n ed~a Audit Bureau and involving the 

a au it programs. 
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EMPLOYEES HOLDING QUALIFICATIONS FROM 
PROFESSIONAL BODIES 

45%~~~~~~~~~~~~~~77~T:i77::::Er::::::15TI@ITT:l 
40%~~~ 
35% ............ ~~ 
30% +H+t~-
25% ~~~ 
20%~~~ 

15%~~~ 

10% ~~~ 
5%~~~ 

0%~~;0;,o,; 

Certified A'actising 

Accountants 

.,stitute of .,temal 
Auditors 

~ quaJif ications 

w Ith professional 

Bodies 

PROFESSIONAL BODY QUALIRCATIONS 

Figure 5: How many employees of your internal audit section hold qualifications with any of 
the professional bodies? 

Just over 40% of internal audit staff held professional body qualifications and the 
same nwnber do not have any qualifications. 

·Question.6. ··Are there EDP audit specialists employed in your internal audit 
section? 

100% of the respondents stated there were no EDP audit specialists employed. 

INTERNAL AUDIT STAFF ANNUAL SALARY RANGE 

50 and over 

45 - 50 

~~ 40- 45 

:5 :5 35- 40 c ...I 

~g 30 - 35 c 
::::> z 25- 30 
~ 

20 - 25 

0 1 2 3 

NO OF STAFF 

4 5 

• Adrrinistralive 

a Auditor 

•Manager 

Figure 6: Question 7: What are the number of internal audit staff currently receiving the 
following annual income? 
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Question't2 •... Bud et allocation for .. the ·finanCial year.:- ·:1994/95 : .' ::: .. ; :_..'.)· .f ·;: ,:( · .. ,:.: 

895 500 
Personnel Costs 

Administrative Costs 
88 400 

3 000 
Other 

INTERNAL AUDIT ANNUAL STAFRNG COSTS 

900000 
..J 
c( 850000 .... 
0 ti) ........ 
..J "' 

800000 co 
:> (J 
z 750000 
~ 

700000 
1993194 
Actual 

1994195 
Est. 

1995196 
Est. 

VEAR OF EXPENDITURE 

20 loL. 
~ 
c( 

15 tn 
~ 

10 ° a: 

0 

w 
I - Persomel Costs 
::> z -+- t«> of Paid Staff 

Figure 8: Question 13. Internal Audit Annual Staffing Costs (Personnel Costs) 

The reduction in staffmg numbers is anticipated to have little effect on the annual 
staffing costs 

8.2.2. Practice 

I Question 14. Does your organisation have: 

(a) Approved Internal Audit Charter 100% 

Stating clearly the: 

(b) Objectives of the internal audit section Yes 100% 

( c) Responsibilities of the internal audit section Yes 100% 

( d) Authority of the internal audit section Yes 100% 
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The need to keep abreast of the ever changing operational systems . 
Attracting and retaining staff to Darwin 
Inadequate resources 

Question ?().,\Bow·woulci yoU :classify the staff of theJ~terilal ·audiHection 
access to ·c1ient's information? : ... :--:·=·.:.=-·::· · =· ... =.. ... · · .... < · ··.. .. .... "· ·. · · · . 

100% of the respondents said they had free access. 

Comments to the above: 

Specified in Charter "as relevant to activities". 

The Internal Audit Section has the highest level of security clearance and 
therefore has unrestricted access to records and information. 

The client CEOs request audits to be undertaken and provide free access to all 
necessary information. 

Question 21 •. Has an externaJ review been ·undertaken on the internal audit 
section? · 

I Yes 65% I No 35% 

Question 22. If yes, how often are these reviews taken? 

Annually 
Bi-annually 
Every three years 
Ad hoc 

No 
Yes 
No 
Yes 
Yes 

NI A - No specific review conducted, reviewed as part of external audit process. 

A peer ~eview is undertaken by the Auditor-General's office in accordance with 
~~=~~~~dard AUP2. In additio?, a review of the strategic direction of the 

ureau was undertaken m November 1993. 
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. . I Question 2s. u res, give details: ·. :, , .... · · ·:. · . · · · · ·, · · · 

Interdepartmental 

Audit Committee Working Partys (HRMS) Project Management Team 
Human Resources Management yst~m 
Fraud Control Implementation Working Party 

PIPS User Group 
Audit Committee, Dept of Education (advisory) 

External . TAUDIT via AARNET) 
Australian Universities Internal Audit Network (IN 
Institute of Internal Auditors (NT sub Branch) 
NT Young Accountants Group 
Public Sector Accounting Group . 
Royal Institute of Public Administration Austraha 
Institute of Internal Auditors 
Australian Society of Certified Practicing A.ccountants 
Institute of Professional Secretaries Austraha 

Question 29. Does the internal audit section have a marketing strategy in 
respect of its services? 

135% 
65% 

I Question 30. If yes, give details: 

The Internal Audit Bureau has a marketing strategy which promotes the benefits 
of internal audit to an organisation and specifically targets areas such as the 
establishment of Audit Committees and the development of strategic audit plans 
within organisations. The Bureau has met with success in both areas with a 
number of agencies establishing or considering the establishment of an audit 
committee and a nwnber of larger clients undertaking a strategic audit planning 
exercise. 

:Question 3~. : To ... what extent does the internal audit section follow an 
i.·"adding value" .philosophy? Please provide details of products and services 
that evidence this: · 

Int~al au~it_ is expected to advise on bow processes could be improved. The 
auditor participates on Quality Improvement teams. 
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Question :34. .~ If yes, .what was the rationale Llnderlyiog :.~e deeisl°'.1 ·.::.~ 
outsource the internal audit functiool rograuir . .'. · ·· ··· · · · · ·. · ·:·: ·· : : 

Two main reasons exist: 

1. Due to the problems associated with obtaining qualified staff in the 

Darwin market. 

2. Due to size of, it would be likely that only one internal auditor could 
be employed, thus limiting the depth of experience and skills available 

to the organisation. 

The rationale was aimed at enhancing the quality of audit service provided to 
clients. In addition, given the Internal Audit Bureau's stated objective that value 
adding to clients' operations is important, outsourcing has and will continue to 
add greater value. The increased involvement of the private sector will allow for 
access to a wide range of expertise with significant professional qualifications. 
The interaction with the private sector will also allow for staff retained within the 
Internal Audit Bureau to participate with private sector auditors and gain 
valuable professional development experience. 

:Question 35. Was a cost.benefit analysis undertaken? 

I ~:s 
1

50% 

.Question. 36 • .. ··Wha~ ·was the ·extent of savings or benefits expected from 
ou-sourc1ng? .·= .. · _:. · · ·· .. 

. . 

Outsourcing did not cost a great deal more than emplov1ng our 0 H · J • wn resources. 
owever, m return we have the reserves of a national finn at our disposal. 

~!~cant ~:efits are e~pected to accrue from outsourcing the internal audit 
c. mn. es~ would mclude the ability to source a wide ran e of . 

quahfied professional expertise, resulting in an enh · f th g · highly 
delivered to clients. The exchan e . ancmg o e audit product 
contribution this will make t : of ;kills to Bureau staff and the positive 
significant. o au it sta s career development is also seen as 

Outsourcing is not expected to result in d . . . 
personnel and salary costs will be offi t an~ a dttional costs as saVlDgs made in 
of the private sector. se agamst the cost of increased involvement 
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Question 41, Are there termination clauses built into the agreement~~d,_ ~ 
so,:do these include termination fees? ·· =· · · . · ·. _ · .. 

165% 
35% 

·.Question 42. :If yes, do-these include termination fees? 

150% 
50% 

·Question 43. ·Does the agreement provide right of access to .the Audito~~ 
.. General's Office to examine working fdes of internal ·audit? · 

• The Bureau owns Working Papers, access to Auditor-General is via Bureau. 

Question 44. ·What is the basis for determining fees? 

A reed schedule of rates 
Hourly rate 
Quote per review 
Other leases eci 

Yes 
Yes 
Yes 

• Agreed annual fee in return for a minimum service level. 

Question 45. Are the fees subject to reasonableness and competitiven s 
checks on a regular basis? 

• 65% of the survey responded positively. 
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Question -~1;.:; tAre there any ii'urtber comments on the •~J*.ts O.f':="in.!e~~ 
audit? <:=·<. · .:":'. !: .~ .. :: . .:::::- ... · · ..... ·· .. ·:· .. ·· · " ... :·_.... .. ·" · · ·" · = · · · ...... >=· ·" .. · ·. · · · : : · ":· """ 

There are no internal audit resources within Territory Insurance Office and its 
entire internal audit function is outsourced to a private accounting finn. 
Therefore uestions l to 13 are not a licable to Territo Insurance Office. 
The private accounting finn perfonns an annual risk assessment of auditable 
visits within Territory Insurance Office and based on that assessment, prioritise 
15 units per year. These units are audited in accordance with a timetable agreed 
with mana ement. 
The internal audit profession has undergone significant change in recent years. 
Management is now looking at the internal audit profession to provide quality 
advice and assessment on all aspects of an organisation's operations. This 
contrasts with the nonn that prevailed some years ago when internal audit was 
seen as solely a financial compliance checking function. Additionally, internal 
audit has on occasion grasped the initiative and become very pro-active in 
leadin and directin im rovements in ublic administration. 
The development of a fraud control policy for Government is an example of this 
ro-active role. 

The development and recognition of the internal audit function is also illustrated 
by the ever increasing requests for audit reviews and management advice. It 
was against this background that a decision was made to further involve the 
~rivate. sector in delivering a quality internal audit service to Government 
1ncreasmg the base of available expertise and enhancing the audit product 
rovided to our clients. 
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Office of the Auditor-General 

Museums and Art Galleries Board 

Office of Public Prosecutions 

Work Health Authority 

Department of Correctional Services 

Department of Sport and Recreation 

Department of the Legislative Assembly 

Power & Water Authority 

Office of Aboriginal Development 

Aboriginal Areas Protection Authority 

Darwin Port Authority 

Trade Development Zone Authority 

Northern Territory Legal Aid Commission 

Other Bodies 

Northern Territory University 

Territory Insurance Office 

Internal Audit Bureau 

No Response 

Northern Territory Employment and Training Authority 

Menzies School of Health Research 
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Report on Internal Audit in the Northern Territory 

· · icate the ideals of public "The challenge in the 90s for pubhc servants 1s to commun . 
service and the objectives of each program and to provide leadership. 

· · d th ~ on efficient, effective public "A commitment to continuous nnprovement an e 1ocus . . 
service rather than self-service will have to be the hallmarks of the public services of the 
90s and beyond if we are to retain public trust. 

"The tools are available. The issues are whether public servants have the ski_ll, incentive, 
and the will to apply them and whether those who hold them to account will allow and 
encourage them to be applied. 

"Let me add that those issues will require constant vigilance by government, Parliament 
and the community if best results are to be achieved." 

Thus to ensure that a government program or programs have been successful, a results focus is 
vital. 

The essential elements in achieving this are the assignment of clearly defined responsibility and 
authority to the most appropriate person and their accountability for the final result. 

The fundamental role of managers thereby becomes the management of performance. 

Performance management links what is being done to what is being achieved. It focuses 
attention on how effective agency programs are in achieving Government policy objectives and 
meeting community needs. 

ls it important that clear messages are communicated throughout the public sector about what 
needs to be done, who is responsible for doing it, what results are expected and whether there 
is continuous monitoring and periodic evaluation of achievements. 

Accountability is the most commonly recognised element of this process. 

Traditionally the focus of accountability has been on managing resources (inputs) correctly. 

However that focus has now extended to what activities have been carried out with what 
resources (outputs) and whether programs have had the desired effects on the community the 
economy or the environment (outcomes). ' 

The introduction of a more rigorous perf onnance management processes for both whole of 
gov~rnment and agency-level evaluation has the potential to facilitate a greater results focus in 
pubhc sector management. 

It ~an lead to greater effectivenc:ss and efficiency in the delivery of services to the community. 
This ~owever should not be achieved through arbitrary cuts to resources or increased controls 
on usmg r~sources, but .by a considered examination of what needs to be done and the most 
cost-effective way of d01ng it. 



Report on Internal Audit in the Northern Territory 

. . rtak b management and internal audit 
Firstly at a primaly or agency level, where it is unde en y .d ssurance to the CEO and 

. ..c. · toring to provt e a 
via program evaluation and pe1 iormance mo~ . ' k as ect of the role of all staff and 
Minister and improve program perfonnance. It ts m fact a ey P 

can take many forms. 

. d d. · t quantitative measurements. 
These range from qualitative observatton an 1scuss1on o 

f 1 t d meaningful performance 
Many WA agencies have now developed a range o re evan an . . 
indicators and management information systems to assist in perf onnance momtonng. 

·di rt d stablishing government-wide 
While central agencies are responsible for provi. ~~supp? .a~ e . di to their 
conventions, this primary process is the responsibility of mdivtdual agencies accor ng 

own circumstances 

Secondly. review is conducted at Secon@ty or Government level in re~~~nse to .the need to be 
able to evaluate the effectiveness and efficiency of government acttvtttes which cut across 

program, portfolio and agency responsibilities. 

Such evaluation provides perfonnance infonnation to assist Government to make decisions 

concerning: 

• the broad policy framework within which the programs operate: 
• which mix of strategies are the most appropriate and cost-effective to meet specific 

community needs; 
• what improvements are necessary to programs to unprove their effectiveness and 

efficiency; and 
• the adequacy of resources and their allocation between the various programs. 

Evaluation also enables line agencies to assess how their programs contribute to the 
achievement of the Government's overall policy objectives and relate to other agencies' 
programs which address the same or similar community needs. 

Performance management at the whole of government level is generally initiated at executive 
government level, for example in WA by the Public Sector Management Cabinet 
Sub-committee, or can be undertaken by external parties, for example the McCarrey 
Commission, and public sector committees established for the purpose. 

Central agencies also play a role in assisting agencies in the development and implementation 
of their perfonnance reporting systems, and in facilitating and coordinating a consistent whole­
of-government approach to performance reporting. 

And thirdly, ~eview is .conducted at a Tertiary or Parliamentary level, generally undertaken by 
external audit or parhamentary committees and reporting on the performance of executive 
government and agencies. 

It is at t~s third terti~ level that my Office in its defined role undertakes the external audit of 
the pubhc sector agencies and their programs through perfonnance examinations or reviews. 
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Performance Indicators 1993-1994. Special Report 

This two-part special report looking at the progress made in the development of Pis ~ WA 
public sector agencies since 1990/91 and providing practical guidance and ~g:ncy examp, es ?n 
how to develop relevant and meaningful indicators, has become the Office s best seller' • wtth 
unprecedented national and international interest. 

The NSW P AERC is currently using the report as a source doc~ent in conside~ng ~e 
possible legislating for the introduction of Pls into the NSW pubhc sector. The Victonan 
Government has recently expressed similar interest. 

The report has been widely read and commented upon in Britain, Europe, Canada and the 
Americas. 

Most importantly WA public sector agencies have used the report to significantly enhance the 
development and reporting of Performance Indicators to the point that in respect of the 199 5-
96 year I plan for the first time, issuing an opinion, and not just an assessment, on all agency 
Pls. 

The outcome of course has been superior quality infonnation on program perf onnance for 
Parliament, government and agencies and thus enhanced decision-making all round. 

Management and Control of Minicomputer-based Systems in WA Government Agencies 
has also become an Office best seller, with significant demand for the report from the IT and 
computer trade across Australia. The report has been described as a "litmus test" for all 
computer sites across Australia in both the public and private sectors with similar systems, and 
as "essential reading for Australian company directors who want their organisations to survive 
to the turn of the century". 

More importantly it has flagged serious issues across the WA public sector and agencies have 
responded en masse to the recommendations made. 

Public sector IT management has been clearly enhanced and security of infonnation held by 
agencies improved. 

Similarly_ ~e report on the Administration of Grants to Non Government Agencies has 
resulted ID unproved management practices and better administration of the entire program to 
the benefit of the NGOs and ultimately the WA taxpayer. 

And finally in this category I would mention the 1993 report on Internal Audit in Selected 
Gove~nm~nt Agencie~. This report beside tightening internal audit practice has encouraged 
agencies' internal auditors to lift their horizons and extend the scope of their services to 
encompass ~spects of age~cy perf o~ance and the efficiency and effectiveness of programs, 
rather than Just c~ncentratmg on their narrow traditional role. Enhanced agency and program 
management and increased value for money from agency services has been the outcome. 
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Again I am sure that ultimately the public has been the winner, along with the Police Force, the 
government and of course the Office. A real win/win to say the least. 

The Cash Management and Government Insurance examinations I would describe as 
"pre-emptive strikes"! 

If an interagency action plan for reviewing government insurance can be formulated, depending 
on the outcome of carefully considered consultations, a full examination may not even be 
necessaty to achieve our goals! 

Aspects of the cash management review have also been successfully presented to Treaswy and 
an opportunity realised to better illustrate the inefficiencies and lack of accountability resulting 
from high use of the hold cheque facility. The outcome should see immediate and ongoing 
improvements and again may result in a full examination being unnecessmy. 

In the education sphere the examination of University Consultancies has had considerable 
impact with local and national universities seeking advice and consultation as a prelude to 
"getting their act together" in this area of operation to ensure that public resources are not 
being abused or misused. 

In fact the Crean Committee has shown great interest in the report as an element in formulating 
policy in this area and currently the Office is responding to their enquiries. 

Value for Money in TAFE identified that management infonnation systems need 
improvement to adequately monitor and review perfonnance and recommended that T AFE 
consider a range of options, including the better use of part-time lecturers, to provide more 
value for money in the delivecy of vocational education and training services. 

The report was welco1?ed by the Minister for Education, the T AFE administration, and just to 
show what a balanced Job we had done, the Union!! 

Th~ ~esult should be more focussed, efficient and effective educational services that provide 
pos1tiv~ outco~es for the T AFE organisation, its students, prospective employers and the 
taxpaymg pubhc. 

Conclusion 

The general outco~es of thi~ p~ocess of perf onnance evaluation and review at a broad level J 
have already mentioned earlier m my talk and specific outcomes from individ al rt ha 
also been broached. u repo s ve 

Let me in concluding just reiterate that the wider outcomes sought and a hi ed b 
Office, from this program are threefold: , c ev , y my 

Firstly we look to support Parliament in its role through our financial tt . 
and perfonnance examination programs facilitating an infonned p 1· a est and compliance 

. ar 1ament. 





REQUIREMENTS FOR ACCOUNTING AND PROPERTY MANUALS - Refer to Part 3 Section J 

3.2.2 
Accountable Officers are responsible for incorporating in their Agency's accounting and 

property manual, procedures and appropriate controls to ensure that: 

• 

auditors are provided with access to relevant inf onnation, employees and records; 

explanations enabling the proper perf onnance of an audit are provided by 

employees; 

a program of internal audit is developed; and 

results and recommendations of an audit are reported to the Accountable Officer . 

CHARTER 

3.2.3 An Agency's internal audit function shall operate under a charter that is supported by 

the Accountable Officer. 

3.2.4 An internal audit charter should clearly state the authority, independence, 
responsibilities and scope of the ·internal audit function and be consistent with 

standards of relevant professional bodies. 

RESOURCING 

3.2.5 Internal audits shall be performed by auditors with adequate skills and competence such 
that the requirements of relevant professional bodies are satisfied. 

ACCESS 

3.2.6 Accountable Officers shall ensure that auditors have access to relevant information, 
employ~s and records of the Agency at all times, and that employees furnish necessary 
explanauons to enable the proper perf onnance of an audit. 

PROGRAMMING 

3.2.7 Agencies shall develop an appropriate program of internal audit that enables 
Accountable Officers to satisfy their responsibilities under the Act. 

REPORTING 

3.2.8 The results and recommendations of an internal audit shall be reported to the 
Accountable Officer. 

UPDATED: 3115195 
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I. I INTRODUCTION 

Overview 

The Fraud Control Policy is being introduced into the Northern Territory 
Public Sector to provide guidance on fraud management and to effect a 
change from the current reactive fraud inve~~gatory pro~ess to a p~o­
active fraud management operation emphas1s1ng prevention srrategies. 

The policy demonstrates the public sector's co~i~en~ to . 
accountability and details the roles and respons1b1liues in relauon to 

fraud management. 

The key elements of the fraud control policy are: 

• that the responsibility for fraud management primarily rests with 

agencies; 

• that the thrust of the policy is directed at fraud prevention, with 
major emphasis on raising the level of awareness by education and 
training and the identification of fraud risk areas; 

• that the responsibility for initial fraud investigation rests with 
agencies; 

• that each agency will implement the Fraud Control Policy by 
developing and maintaining a Fraud Control Plan. 

The policy is not a detailed procedural document but rather a document 
which provides a strategic perspective to fraud management in the 
Northern Territory Public Sector. The policy reflects and complements 
the requirements of the Public Sector Employment and Management 
Regulations and the Code of Conduct and also emulates action taken by 
the Commonwealth and other State Governments in relation to fraud 
management. 

The policy .and particularly the fraud education, awareness and training 
program will support and encourage a sound ethical culture in the 
Northern Territory Public Sector. 

Definition of Fraud 

Fraud is the use of deceit: 
• 

• 

• 

to attain advantage, financial or otherwise; 
to avoid any reasonable obligation; and/or 
to cause loss to any agency, person or organisation . 

2 



Service Wide Co-ordination 

Whilst agencies have the responsibility for fraud management, there are 
aspects of the fraud control policy which would benefit by having 
centralised development to minimise resource requirements and ensure 
uniformity. Included in this category is the development of a fraud 
control plan model and the fraud awareness, education and training 
program. 

The implementation Working Party will have the responsibility for the 
development of these aspects of the policy. 

4 
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PART 2-AGENCY RESPONSIBILITIES 
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2.2 RISK ASSESSMENT AND ACTION PLAN 

The adoption of a risk management approach to fraud pre~ention and 
detection, is an essential element of the Fraud Control Pohcy. By 
utilising risk management techniques, managers are able to more clearly 
identify potential weaknesses in control and therefore make the most 

effective use of control mechanisms. 

Risk Assessment 

Agencies should conduct a structured risk assessment review covering 
all functions and operations of the agency. The review should address 
both the internal and external environments for the agency and the fraud 

risk associated with both. 

The risk assessment should highlight the areas of high fraud risk, that is, 
where there is a likelihood of material fraud occurring. 

Action Plan 

Agencies should prepare an action plan which addresses the initiatives 
required to control the identified risks, the time frame for 
implementation and the area responsible. 

Agencies should seek advice from internal audit on strengthening 
controls in areas identified as high risk. 

Formal reviews of Risk Assessments and Action Plans should be 
undertaken at intervals not greater than two years. 

2.3 FRAUD EDUCATION, AWARENESS AND TRAINING 

The primary purpose of education and training in the area of fraud is to 
contribute to the prevention and control of fraud by raising the level of 
awareness amongst employees. That is, to identify what fraudulent 
practices are and to make it very clear fraudulent practices within the NT 
Public Sector will not be tolerated. 

Individual agencies are charged with the responsibility to promote the 
level of awareness through a series of initiatives which, when moulded 
togeth~r, f onn the basis of a structured program containing at least the 
f ollow1ng elements: 
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• 

• 

Reports of suspected fraud must be treated wi~ discretion, to 
maintain the confidentiality of both the complatnant and suspect., 
and to avoid rumours, morale problems, and the possibility of 
wilful destruction of evidence. 

Agencies should maintain an appropriate recording and tracking 
system to ensure that all instances of suspected fraud are 
satisfactorily resolved. The system should be designed to 

facilitate the extraction of statistical data for monitoring the 
effectiveness of the agency's risk assessment and action plans. 

External Reporting 

• Agencies' procedures should address the fraud reporting 
requirements contained in legislation or government directives. 
These may include the Financial Administration and Audit Act, 
Public Sector Employment and Management Act, and directives 
issued under these acts. 

2.5 FRAUD INVESTIGATION 

Fraud investigation is required to prove or disprove suspected fraudulent 
activity. 

Individual agencies have the responsibility to carry out the initial fraud 
investigation. The way in which agencies handle the investigation 
process is for the agency to determine, however, regard should be paid 
to the fallowing: 

• that when there is reasonable grounds to suspect fraudulent activity it 
must be investigated; 

• th~t procedures are in place within the agency which provide 
guidance on how fraud investigations should be handled and 
progressed; 

• th~t where possible, appropriate employees within agencies are 
tratned to undertake the initial fraud investigation; 

• that where the initial investigation discloses a complex situation 
beyond the agencies investigatory capability, external expertise is 
sought to complete the investigation; and 

12 





4. 

5. 

6. 

Internal Audit Survey Page 2] 

Which or the following best fits your understanding or the internal audit function? 
(Pt~ tlck one or mo~) D 
(a) 

(b) 

(c) 

(d) 

(e) 

(f) 

(g) 

(h) 

An independent appraisal of the internal control system 

Safeguarding of assets and prevention and detection of fraud D 
An independent review of the efficient operation of the organisation D 

D An independent evaluation of the effectiveness of management 

An internal consultant to management 

Provision of specialised audit services 

Examination of financial statements (irrespective of whether audit 

opinion is provided by internal or external audit) 

Other (please specify) 

D 
D 
D 
D 

In your opinion, what type of skills (in addition to basic auclit techniques) is required 
to fulfil the internal audit function? (Please tick one or more) 

D (a) Administrative and personnel 

(b) Finance D 
(c) EDP D 
(d) Specialist, industry related D 
(e) Other (please specify) D 

In terms of training, internal audit may offer a means to: ~ tick on~ or more) 

(a) Become familiar with the organisation D 
(b) 

(c) 

(d) 

Broaden the experience of existing managers D 
Acquire skill in dealing with people and in communicating effectively D 
Other (please specify) D 

October 19')4 Conducted by the Northern Tenitory PubU Ac . c counts Committee 



I Internal Audit Survey Page 4] 

9. The internal audit tunction is best served by: D 
(a) Separate internal audit authority D 
(b) Inhouse internal audit section D 
(c) Outsourced D 
(d) Other (please comment) 

10. Chief Executive Officer's internal audit responsibilities should be a prominent part 

of their statement of duties. 

Please comment:-------------------------

11. Are there any other comments on any aspect or the internal audit service provided to 
your organisation? 

October 19'>4 Conducted by th~ Northern Tcnitory Public Accounts CommiUCc 



( Internal Audit Survey Page ~ 
14. Were these audits conducted as part of a cyclical audit plan or on request? O 

(a) Cyclical Audit Plan 

(b) On request by Agency B 
(c) On request by External Source O 
(d) Annual Audit Program O 
(e) Auditor-General O 
(f) Other (please specify) 

IS. For what reasons have you engaged (or would engage) a consultant rather than the 
Internal Audit Bureau? 

16. Do you consider the Auditor-General (or his authorised auditors) shouJd be able to 

access 

(a) 

(b) 

all Internal Audit Bureau reports 

all consultancy reports 

Give reasons for response 

Yes 

Yes 

D 
D 

No 

No 

D 
D 

ACCOUNllNG AND PROPER1Y MANUAL 

17. Does your Accounting and Property manual document: (Please tk.k one or mo~> 

(a) Internal accounting policy 

(b) Internal accounting procedures 

( c) Internal control procedures 
(financial and non financial) 

( d) Internal audit guidelines 

D 
D 
D 
D 

October 1994 Conducted by the Northern Territory Public Accounts Committ.cc 



( Internal Audit Survey 

AUDIT COMMITTEES 
Yes D 20. Does your organisation have an audit Committee? 

21. If SO, What is the role Of the audit committee? {<Please Uck ooe or more) 

(a) Review the audit plan and scope of auclit 

(b) Point of contact for internal audit interviews and reports 

(c) Point of contact for external audit interviews and reports 

( d) Discuss unresolved accounting or auditing issues 

(e) Review and/or approve accounting policy 

(f) Assess performance of financial management 

(g) Review budgets and cash flows 

(h) Review the effectiveness of management information systems 

(i) Establish/review a corporate code of contact 

(j) Monitor policies in relation to privacy matters 

(k) Review equal opportunity procedures 

(I) Review policies on sensitive issues 

(m) Review policies relating to conflict of interest 

(n) Misconduct and fraud 

( o) Other (please specify) 

Pages] 

NoD 

D 
D 
D 
D 
D 
D 
D 
D 
D 
D 
D 
D 
D 
D 
D 

22. Does your audit committee have defined terms of reference? Yes D No D 
23. U yes, please detail: 

October 19'14 Conducted by the Northern Tenitory Public Accounts Commititt 



[ Internal Audit Survey Page I~ 

27. th peels or in ternaJ audit? Are there any further comments on e as 

Thank you for your assistance. 

Signed 

Agency 

Dated I I 

October 1994 
Conducted by the Northern Tenitory Public Accounts Committee 



5. 

6. 

7. 

INTERNAL AUDIT SURVEY 

(d) Bachelor degree in other field (please specify) 

( e) Secondary School 

(f) Other (please specify) 

Pagel 

D 

D 
D 

How many employees of the Internal Audit Bureau hold qualifications with any or 
the professional bodies? 

(a) 

(b) 

(c) 

(d) 

(e) 

Australian Society of Certified Practising Accounts 

Institute of Chartered Accountants in Australia 

Australian Computer Society 

Institute of Internal Auditors 

Other (please specify) 

Are there EDP audit specialists employed in your Yes D 
Internal Audit Bureau? 

D 
D 
D 
D 
D 

No D 

What are the number of internaJ audit staff rurrentJy receiving the following annual 
income? 

Range Manager Auditor Administrative 

(a) 20 000 - 25 000 D D D 
(b) 25 001 - 30 000 D D D 
(c) 30 ()()1 - 35 000 D D D 
(d) 35 ()()1 - 40 000 D D D 
(e) 40 001 - 45 000 D D D 
(f) 45 001 - 50 000 D D D 
(g) 50 001 and over D D D 

October 1994 
Conducted by the Northern Territory Public Accounts CommJUtt 
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I INTERNAL AUDIT SURVEY Page4 

10. What are the intended sources or recruitment of internal audit staff over the next 

12 months? 

Audit Auditor 
Manager 

(a) Internal promotions D D 
D D 

(b) School leavers 

(c) Other post-secondary college graduat~ D D 
(d) University graduates D D 
(e) Public accounting firm staff D D 
(t) Commerce and industry staff D D 
(g) Government departments D D 
(h) Others (please specify) D D 

11. lf your organisation provides internal audit training, please indicate the type of 
training. 

(a) On-the-job training D 
(b) Formal in-house training programs D 
(c) Formal outside training programs D 
( d) Seminars and conferences D 
(e) Other (please specify) D 

U. Budget allocation for the rurrent financial year - 1994/95 

Personnel Costs I I 
Administrative Costs I I 
Other I I 

October 19CJ4 Conducted by the Northern Territory Public Accounts C.Ommitt.cc 
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[ [NTERNAL AUDIT SURVEY Page6 

18. The Internal Audit Bureau (on average) spends its time on: 

% of Time 

D 
(a) Financial auditing D 
(b) Auditing of operational areas D 
(c) EDP auditing D 
(d) Assisting external auditors D 
(e) Training D 
(f) Non-audit work D 
(g) Other (please specify) 

100% 

19. What are the major problem areas in the Internal Audit Bureau? (rt~ lick ODC or mo~ 

(a) Inadequate resources 

(b) EDP auditing expertise 

(c) Employment of competent personnel 

(d) Human relations 

( e) Independence 

(f) Other (please specify) 

D 
D 
D 
D 
D 
D 

20. How would you classify the staff of the Internal Audit Bureau access to client's 
:-r . ? llllOnnation. (Please t1c.k one) 

(a) Free access 

(b) Some restriction 

(c) Total restriction in specific areas 

D 
D 
D 

Comments to the above: 

October 1994 C.Ooductcd by the Northern Territory Public Acconnts C.OmmiUce 
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I INTERNAL AUDIT SURVEY Pagc8 I 
26. What are/were the reasons for not implementing any recommendations? 

27. Is Internal Audit Bureau represented on any advisory, promotional or educational 
committees or working parties? 

Yes D No D 
28. U yes, give details: 

(a) Interdepartmental: --------------------

29. Does the Internal Audit Bureau have a marketing strategy in respect of its services? 

Yes D No D 
30. U yes, give details: 

October 1994 Conducted by the Northern Tenitory PubUc Accounts Committee 



l INTERNAL AUDIT SURVEY Page IO 

35. Was a rost benefit analysis undertaken? Yes D No D 
36. What was the extent of savings or benefits expected from outsourcing? 

37. How was the internal audit provider chosen? e.g. tendering process 

38. When was the internal audit outsourced? 

39. What was the objective for outsourcing the internal audit function/program? 

(a) Improve service delivery 

(b) Concentrate on core activities 

( c) Solve an immediate problem 

( d) Acquire skills 

( e) Lack of inhouse expertise 

(f) Comply with Government policy 

(g) Other (please specify) 

40. Do you have terms for the outsourcing agreement? 

D 
D 
D 
D 
D 
D 
D 

October 1994 
Conducted by the Northern Tttrltory Public Accounts Committee 
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INTERNAL AUDIT SURVEY PageU 

49. Has a post implementation review been undertaken? 

Yes D No D 
50. What performance measures have been developed to assess the effectiveness of 

outsourcing? 

51. Are there any further comments on the aspects of internal audit? 

Thank you for your assistance. 

October 1994 Conducted by the Northern Tcnitory Public Accounts CommiUtt 
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