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Division 35: Office of the Auditor General, $7 939 000 — 
Mr I.C. Blayney, Chair. 
Mr B.S. Wyatt, Treasurer. 
Mr C. Murphy, Auditor General. 
Mrs S. Labuschagne, Acting Deputy Auditor General. 
[Witnesses introduced.] 
The CHAIR: This estimates committee will be reported by Hansard. The daily proof Hansard will be available 
the following day. 
It is the intention of the Chair to ensure that as many questions as possible are asked and answered and that both 
questions and answers are short and to the point. The estimates committee’s consideration of the estimates will be 
restricted to discussion of those items for which a vote of money is proposed in the consolidated account. Questions 
must be clearly related to a page number, item, program or amount in the current division. Members should give 
these details in preface to their question. If a division or service is the responsibility of more than one minister, 
a minister shall only be examined in relation to their portfolio responsibilities. 
The Treasurer may agree to provide supplementary information to the committee rather than asking that the 
question be put on notice for the next sitting week. I ask the Treasurer to clearly indicate what supplementary 
information he agrees to provide and I will then allocate a reference number. 
If supplementary information is to be provided, I seek the Treasurer’s cooperation in ensuring that it is delivered 
to the principal clerk by Friday, 29 September 2017. I caution members that if the Treasurer asks that a matter be 
put on notice, it is up to the member to lodge the question on notice through the online questions system. 
I give the call to the member for Warren–Blackwood. 
[5.00 pm] 
Mr D.T. REDMAN: In division 35, under the spending changes on page 519 of the budget papers is the line item 
“Local Governments and Regional Councils Performance Auditing”, which is a product of recently changed 
legislative provisions allowing for this to happen. A number of figures going into the out years are obviously 
increasing over time. Can the Treasurer give me an understanding of the basis of those numbers and the nature of 
how the government intends to provide the audit processes, either on a sample or by referral, and the reasons for 
those audits? The funding has effectively doubled over a period of four years. 
Mr B.S. WYATT: The Local Government Amendment (Auditing) Bill 2017 will make the Auditor General 
responsible for financial and performance audits of 148 local governments. This will represent about an 80 per cent 
increase in the number of entities that the office audits. To successfully complete these audits, the office anticipates 
an additional FTE requirement of about 15 to 20 per cent. About half of these additional staff will be required 
initially for performance audits, with the remainder required progressively for financial audits over the proposed 
three-year transition period. A high proportion of the financial audits are expected to be contracted out and 
additional contract management staff will be required to oversee the quality of those audits. Preparation for that 
undertaking is continuing to ensure a seamless transition if the bill is passed. Auditor General, have I covered that 
off or did you want to make any more comments? 

Mr C. Murphy: The Treasurer has indeed. The funding that is provided relates solely to performance audits. The 
financial audits that will be carried out will be on a fee-for-service basis, so the revenue and expenses will offset, 
so they are not visible in these papers. The funding that the member is looking at relates solely to performance 
audits. Our capacity to conduct performance audits is directly related to the amount of funding that we get. Clearly, 
the bill made its passage through both houses and it has received assent but it is yet to be proclaimed, so it is not 
implemented. I do not have the authority to get out there and audit immediately, but it is imminent. Clearly, for 
the current financial year there is only a part requirement for funding. It will take me a while to gear up and get 
into it, although we have been preparing for some time. That is why the funding in this year is lower. There is an 
expectation that then our activity will ramp up, with staffing and the rest of it, when it reaches a round figure of 
about $2 million. In estimating how many performance audits we can do for around $2 million—the member will 
appreciate that audits vary depending on what we find, what we are looking at and those sorts of things—we 
believe that we could do two broad scope performance examinations, two narrow scope performance examinations 
and a couple of information system audits. They would typically look at six or eight local government areas in 
each. If we were looking at an issue such as procurement, we would probably look at some metropolitan areas and 
a couple of regionals, compare and contrast, look at what is good practice, what needs improving around the sector 
and try to get coverage across the sector over a period of something like three years. There is a range there. The 
amount of auditing that we do is entirely dependent on the funding that is provided. It is not reasonable to charge 



Extract from Hansard 
[ASSEMBLY ESTIMATES COMMITTEE A — Tuesday, 19 September 2017] 

 p61b-64a 
Chair; Mr Terry Redman; Mr Ben Wyatt; Mr Dean Nalder 

 [2] 

local governments for something that they have not asked for and cannot anticipate. It is really up to the 
Auditor General what areas and what local governments are targeted. We will conduct an audit program and put 
it on our website, as we do for state governments, to let people know what the forward program is. 

Mr D.T. REDMAN: The inference from the Auditor General’s comments is that six to eight local government 
areas are likely to be audited on a performance audit every year. 

Mr C. Murphy: Per audit. 

Mr D.T. REDMAN: The suggestion is that the Auditor General will have full coverage of the sector every three 
years. Is that right? 

Mr C. Murphy: When we get to a steady state, we would like to do exactly that. When we are up and running, on 
a budget of $2 million, if we are doing six audits a year, two broad scope audits could potentially cover 10 local 
governments; two narrow scopes, maybe 12 local governments; and the narrow scope IT, a much larger number 
because we are looking at control, so maybe 16. If we have around 40 local governments in a full year, hopefully 
with the program running over three years, it could probably cover a number that is getting up to the full 
complement. 

Mr D.T. REDMAN: As a product of these performance audits, does the Treasurer see improvement in the local 
government sector and is the government setting KPIs for that improvement? 

Mr B.S. WYATT: Before I hand that to Mr Murphy, this goes back to a very good Public Accounts Committee 
report in 2006. 

Mr D.T. REDMAN: It must have had good membership. 

Mr B.S. WYATT: It had very good membership. Having the Auditor General in the local government space was 
basically endorsed by the Public Accounts Committee again in 2015 or 2016. 

Mr D.T. REDMAN: Were they the Financial Management Act recommendations? 

Mr B.S. WYATT: Yes. We found that there was a huge variance between audits undertaken by various local 
governments. That is not a critique. It made it very difficult to compare this council with that council. Some were 
very small minor audits. We found in some places—this is inevitable when we sometimes have councils with small 
populations—that when an auditor was there, a very close relationship developed over time between the auditor 
and the council. This is to try to create almost a better comparison of audit outcomes. With respect to the KPI 
issue, I will hand over to Mr Murphy. 

Mr C. Murphy: Do I expect an improvement? Absolutely. I point out that WA is now the last jurisdiction to go 
back to appointing the Auditor General as the auditor of local governments. We are following New South Wales, 
which took it up during the last year. The member’s question related to performance audits and whether I believe 
they will result in improvement. Yes, I do. The equally important issue for me is that there will be financial audits 
in every local government authority every year once this is up and running. Financial audits touch on every local 
government authority every year. Management letters are issued and improvement opportunities are identified. As 
we go back in year after year, we check to see whether those have been done. In the case of the Auditor General, 
the difference between what we do and the current process is that there is a lot more transparency. We report very 
publicly to the Parliament every year on the results of our audits, what the findings are, who is doing well and who 
is not doing very well. It has certainly been my experience that transparency works extremely well in generating 
improvement. 

As for a specific KPI and how we can measure the value of an audit contributing to improvement, that is the holy 
grail for auditors, and we have not quite managed it yet. I certainly would point to the Victorian jurisdiction where 
the Auditor General has published sustainability reports year on year comparing the financial results and financial 
management of local councils. An improvement has been recorded year on year, which is as close as one can get 
to being able to measure and see a real value from the audit. It is a very difficult thing to measure, but there will 
be absolute transparency for the Parliament and for the community in the work that we do, and who is doing well 
and who needs improvement. 

Mr D.C. NALDER: I refer to the second dot point under “Significant Issues Impacting the Agency” on page 520 of 
the budget papers. With the changes in the machinery of government, there may be an increased audit effort to 
evaluate those changes. When we look at that workload on top of what the Auditor General has to do with local 
government, how long will it take to complete verifying the transfer of asset and liability account balances? Have 
there been any discrepancies to date in any of the changes that have been uncovered; will this affect the normal 
tabling of annual reports that is done; and is all this achievable under the current appropriations? 
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Mr C. Murphy: These are significant issues in the environment today but they are not that unusual for an audit 
office. Machinery of government on this sort of scale comes along from year to year. We have certainly seen lots 
of changes in the sector. I point to last year when the TAFE sector underwent significant changes. That was a pretty 
significant issue for us on a much smaller scale, and we undertook that without any great difficulty at all. This is 
the sort of thing that creates additional challenges for auditors, and also for the agencies preparing and arranging 
all the transfers. I do not foresee any great difficulty in achieving all of that within our existing resources. We have 
not seen any significant issues arising yet, but it is certainly very early days in terms of implementing the changes. 

[5.10 pm] 

Mr D.C. NALDER: I refer to the time frame to be able to complete those. What sort of time frame is being worked 
to with these changes of government? 

Mr C. Murphy: The end of the reporting period, so the end of this financial year, will be the first challenge for us 
to see the assets taken up and the changes that have been made from reporting in the current year cycle, which has 
closed out a number of agencies that now no longer exist. Reporting officers have been appointed, they will be 
reporting, and their final reports will go to the Parliament. By the end of next financial year, effectively at this time 
next year, we will be able to report on the outcome of all of those. At the end of each of our audit cycles, our June 
cycle and our December cycle, we provide a report to Parliament on the results of those audits and any difficulties 
that have been encountered and any major issues that have arisen. The June cycle report is normally tabled in 
November and I expect that to happen this year and next year. 

Mr P.A. KATSAMBANIS: I refer to “Outcomes and Key Effectiveness Indicators” at page 521 of budget 
paper No 2. The outcome “An informed Parliament on public sector accountability and performance” is broken 
down into a number of tabled reports, namely on service delivery, economic development, social and environment, 
and governance. Are notifications under section 82 of the Financial Management Act 2006 incorporated in reports 
on governance? 

Mr C. Murphy: Yes, they are. 

Mr P.A. KATSAMBANIS: In those governance reports, is noncompliance with the notification requirements 
under section 82 monitored? 

Mr C. Murphy: That has been the matter of much discussion between ourselves and the Standing Committee on 
Estimates and Financial Operations. The member will find a wealth of information about that in the committee’s 
report “Provision of Information to the Parliament”. A much shorter and concise answer is that we certainly do 
not monitor Hansard. I do not sit in the gallery looking at what is being answered and not answered. However, as 
a result of exchanges with the committee and discussions with members, I have agreed that when an issue of 
noncompliance is drawn to my attention, I will follow it up. I have written to ministers reminding them of their 
legal obligation under section 82. If someone has not provided information to the Parliament about the conduct or 
operation of an agency, they are required by statute to submit a notice within a prescribed period. I remind 
ministers of their obligation and on each occasion I have done that, it has prompted a resolution of the matter. 

Mr P.A. KATSAMBANIS: I refer specifically to a letter that the Auditor General sent to the Minister for Health 
on 6 July drawing his attention to the requirement under section 82 of the act. Has the Auditor General received 
a reply to that specific request to Minister Cook? 

Mr B.S. WYATT: I will ask the Auditor General to make comment in a minute, but I am not sure whether the 
Auditor General can respond to specific issues. I will leave it to his discretion whether he does. 

Mr C. Murphy: I do not believe it is appropriate for me to follow up on the status of that particular issue, other 
than to say, as I said in my earlier response, that on each of the occasions we have reminded a minister of their 
obligation to date, there has been a satisfactory resolution, and we will pursue each of those issues until there is 
a satisfactory resolution of the matter—that is, either a notice, or an outcome that confirms there is no need for 
a notice. I am not aware right now of the particular situation and in my view it is not appropriate to comment on it 
in this forum. 
Mr B.S. WYATT: It might be worth putting that question to the Minister for Health. 
Mr P.A. KATSAMBANIS: I refer to a comment made by the Minister for Corrective Services in this place on 
6 September 2017 regarding commercial-in-confidence and the Wandoo correctional facility. Has the Auditor 
General received a section 82 notice in relation to that or had any correspondence with the minister about his need 
to comply with section 82? 
Mr B.S. WYATT: Again, that may be a question better put to the Minister for Corrective Services, but I fully 
recognise that the Office of the Auditor General is an independent body, so I am keen for the Auditor General to 
answer most of the questions when he feels it is appropriate. 
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Mr C. Murphy: I agree with the Treasurer’s response but also point out that the section 82 obligation to provide 
a notice to me has a mirror obligation that notice is provided to the Parliament, and that is a very sensible 
requirement in my view that relieves me of the obligation to run and tell members of Parliament whether I have 
been notified or not. 
Mr B.S. WYATT: They are tabled in June. 
Mr P.A. KATSAMBANIS: Yes, I do know, which is why I am asking for them. 
Mr D.T. REDMAN: I refer to page 519 and the question I asked earlier about the line item “Local Governments 
and Regional Councils Performance Auditing”. My colleague has just highlighted a point that I should have asked 
about at the time. The allocation listed is for performance auditing. The Auditor General has said that there will 
be a financial audit of all local governments every year. Can the Treasurer confirm that those audits will be catered 
for within the operating budget of the Economic Regulation Authority? 
Mr B.S. WYATT: Financial audits will be on a cost-recovery basis. 
Mr D.T. REDMAN: They will be done on a cost-recovery basis; so, in other words they will pay for it? 
Mr B.S. WYATT: Yes, so the councils will pay for their financial audits. 
Mr D.T. REDMAN: It will be done on a cost-recovery basis; okay. 
Mr B.S. WYATT: That is currently the case, of course. 
The appropriation was recommended. 
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