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Division 10:  Office of the Auditor General, $8 272 000 -  
Hon George Cash, Chairman.   
Hon Nick Griffiths, Minister for Racing and Gaming representing the Treasurer.   
Mr D. Pearson, Auditor General.   
Mr K. O’Neil, Deputy Auditor General. 

The CHAIRMAN:  On behalf of the Legislative Council Estimates Committee, I would like to welcome the 
Auditor General and the Deputy Auditor General to today’s hearing.  Government agencies and departments 
have an important role and duty in assisting Parliament to scrutinise the budget papers on behalf of the people of 
Western Australia.  The Committee values that support and assistance.   

It will greatly assist Hansard if when referring to the Budget Statements volumes or the consolidated fund 
estimates, members give the page number, item, program, amount, and so on in preface to their questions.  If 
supplementary information is to be provided, I ask your cooperation in ensuring that it is delivered to the 
Committee’s clerk within five working days of receipt of the questions.  An example of the required Hansard 
style for the documents has been provided to your advisers.  The Committee reminds agency representatives to 
respond to questions in a succinct manner and to limit the extent of personal observations. For the benefit of 
members and Hansard, I ask the minister to introduce the witnesses to the Committee, and for each witness to 
please state their full name, contact address and the capacity in which they appear before the Committee.  At this 
time, I ask each of the witnesses whether they have read, understood and completed the Information for 
Witnesses form.  

WITNESSES:  Yes.  

The CHAIRMAN:  There are no questions on notice for this division.  I have been advised that the lead speakers 
are Hon Dee Margetts for the Greens (WA), Hon Murray Criddle for the National Party, Hon Jon Ford for the 
Labor Party and Hon Ray Halligan for the Liberal Party.  As is the usual practice, in welcoming the Auditor 
General to the Committee I indicate that we are keen to give him, as an officer of the Parliament, an opportunity 
to raise any issues or concerns relating to his role and functions.  It is important that this Committee be able to 
invite the Auditor General to speak to it and raise any issues that he sees necessary.   

Mr PEARSON:  I welcome the opportunity to appear before the Estimates Committee and look forward to 
providing any information that the Committee might require.  I provide an overview.  Reference has been made 
to the annual report.  I thought it might be helpful to update members on significant developments that have 
occurred since the publication of the annual report and the budget papers under consideration.  The office is 
facing a challenging period of significant change within the public sector.  Auditors rely on stability of systems.  
The easiest way to describe that challenge is to say that although we approach our task in a very analytic and 
systematic way and employ sophisticated methodologies, the reality is that about 95 people make up the Office 
of the Auditor General and the public sector comprises around 100 000 people.  Members will appreciate that the 
depth and spread of coverage is relative to that.  Two-thirds of my resources go into the routine annual financial 
statement and performance indicator audits of the 280-odd agencies that comprise the Western Australian public 
sector.  That results in an opinion on the financial statements and performance indicators.  The remaining third of 
my office’s resources is devoted to reviews of efficiency and effectiveness.  We aim to table between six and 
eight single-topic reports a year.  Again, it needs to be appreciated that reports on six or eight topics across the 
breadth of the public sector is a limited contribution; nevertheless, we topic-select and focus those examinations 
with a view to giving the broadest possible indication of the state of public administration and acting as a catalyst 
for positive change.   

While I can always use more resources, I have in the budget been treated on a similar basis and subject to similar 
rigours as other public entities.  As I have mentioned, change is challenging the office as it undertakes its audits.  
That is probably best illustrated by a report I tabled in December last year that provided a debrief on the 2001-02 
annual test audit cycle.  The headline issue is that although we got through the cycle, one in three agencies did 
not meet the statutory deadline for submission of its annual statements and performance indicators.  We expect 
that next week we will table a supplementary report covering the leftover agencies, which are principally those 
in the health sector and 23 others for which the audits could not be completed in time for the December report.  It 
has taken until now to finish those audits and table a report.  The incidence of qualifications was up.  Normally 
in a year we would have about five or six qualifications; last year 15 entities were qualified.  That is a 300 per 
cent increase. 

We have a very dedicated and loyal staff.  I will claim it as a product of the training and the quality of my staff 
that we continue to recruit and develop graduates, only to have them recruited by other agencies.  With the 
advent of accrual accounting, and more sophisticated accounting, we are losing a fair number of our staff.  We 
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are currently facing the added pressure of a high level of recruitment.  We took in 11 graduates last year, and as 
members can appreciate, in a staff of about 93, of whom about 50 are in the attest area, that is a high proportion 
of people just out of university.  While they are well educated, they still have a lot of hands-on development to 
do. 

Just to prove that auditors always focus on the challenges and exceptions, I draw the attention of the Committee 
to further challenges facing the public sector and other entities in the next year or two, because we have been put 
on notice that Australia is to adopt international accounting standards, with effect from July 2005.  The 
implication of that is that from 30 June 2004 figures will have to be done in accordance with the international 
standards.  To provide a headline overview of that task, Australia, if my memory serves me correctly, has about 
42 accounting standards, 29 of which need to be amended to accommodate international standards.  A further 
five international standards do not have equivalents in Australia.  That is a major impost the public sector will 
face, and it will naturally impact on audit.   

[5.00 pm] 

Hon RAY HALLIGAN:  I note that page 9 of the annual report of the Auditor General, in relation to staff, states 
that more innovative approaches to recruitment have been adopted, with the aim of attracting a greater number 
and diversity of applicants, particularly those with skills and experience, to increase the office’s current skills 
base.  While I applaud the effort the Auditor General just mentioned, the only people being employed at present 
are graduates.  

Mr PEARSON:  That is our primary area of recruitment.  We have done some recruitment, but we have not been 
very successful in recruiting experienced staff, because of our pay rates.  I am awaiting some advice, but the 
indications are that depending on the level looked at, our salaries are in the lower quartile of remuneration scales 
for professional staff.  At the senior management level, the differential appears to be at least 10 per cent.  At the 
senior manager-director level it is more than 30 per cent.  

Hon RAY HALLIGAN:  I have heard what Mr Pearson mentioned about the budget, and having to be placed in 
line with everyone else for resources.  Does the Auditor General have sufficient resources for the coming year to 
undertake and complete those audits he believes must be completed to satisfy the needs of Parliament? 

Mr PEARSON:  I am satisfied at this time that I can address known needs with the resources I have.   

Hon RAY HALLIGAN:  The budget papers before us for all agencies provide a great deal of financial 
information as well as performance indicators.  Does the Auditor General have any input into the auditing of the 
financial information in the budget papers?   

Mr PEARSON:  No; not in terms of the budget papers.  

Hon RAY HALLIGAN:  So anyone reading the budget papers, to know that they are correct or not qualified, 
would have to look at the department’s annual report?   

Mr PEARSON:  Yes, at the end of the year - that is the only audit attestation of the reliability of the information.  

Hon RAY HALLIGAN:  The output performance measures are particularly important.  The Auditor General 
goes through the process of certifying these, and then they are audited.  Is the Auditor General aware that, during 
the current financial year, a number of changes have been made through the machinery of government measures 
- amalgamations and the like - and there are now difficulties in comparing these performance indicators?   

Mr PEARSON:  I will only complicate or compound that issue by drawing the attention of the Committee to the 
fact that the indicators used in the budget papers are not necessarily the same indicators that are used in the 
annual reports that I audit.  The budget papers are prepared on an output budgeting basis, and there is some 
overlay, but the annual performance indicators that I audit are key indicators of efficiency and effectiveness.  To 
a degree they line up with those in the budget papers, but some do not.  

Hon RAY HALLIGAN:  That is an interesting response, because I was about to raise the issue of the 
Department of Health.  I asked a question in the Estimates Committee on Tuesday about the performance 
indicators, and the chief executive officer replied - 

The performance indicators area is extraordinarily complicated.  Of course we sign in good faith that we 
are providing the best information that is available. 

Mr Pearson is saying that what we are reading in the budget papers has not been audited by him.  In the annual 
report for the Department of Health, it was qualified.  I am not comparing likes by looking at the annual report 
and then looking at the budget papers.  

Mr PEARSON:  That is correct.  The budget papers are not audited, and I have not done a one-on-one check on 
the indicators used in the budget papers with the audited ones in the annual report.   
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Hon DEE MARGETTS:  One of the major initiatives of the Department of Treasury and Finance for 2003-04 is 
to establish public-private partnership projects in Western Australia.  That is on page 159 of the Budget 
Statements.  Will the office of the Auditor General be responsible for auditing any public-private partnerships 
that arise?  If so, is any budget set aside for public-private partnerships that may be proposed for 2003-04 or 
2004-05?  If not, how can the efficiency or effectiveness of public-private partnerships be assessed as a way of 
providing public services using an element of private funding?   

Mr PEARSON:  The short answer is that there is no explicit provision for audit of public-private partnerships, 
nor is there any specific resourcing of it.  The only avenue available to me as Auditor General would be as part 
of the area of discretion about which elements of the public sector I choose to look at as part of my efficiency 
and effectiveness program.  Clearly any such partnerships entered into would be considered in that context, but 
short of that getting through on the priorities in my office, the only assurance a member of Parliament would 
have would be holding the minister to account on the floor of the Parliament.  

Hon DEE MARGETTS:  That is an interesting concept when private funding is involved.  Has the Office of the 
Auditor General ever audited any existing state agreement Acts?  If it has, can any details of these audits be 
provided?  Does the Office of the Auditor General have any intention of auditing existing or proposed state 
agreement Acts in the current financial year?   

[5.10 pm] 

Mr PEARSON:  We are currently examining some state agreement Acts.  At this stage, we hope to report in 
about October or November this year.  However, it would be inappropriate for me to give any information on our 
current thoughts or considerations until we collect the evidence and distil it.  It is only appropriate for that 
information to be provided in a report.   

Hon DEE MARGETTS:  Will we not be able to find out which state agreement Acts are being audited?   

Mr PEARSON:  No, not until the report is made available.  To be honest, the examinations are in progress.  
Although I have approved the examination and coverage, the final coverage will depend on preliminary field 
results.  I have not yet had a briefing on the fieldwork to date.   

Hon DEE MARGETTS:  It is no secret that I have been concerned that some of the inquiries that have taken 
place about state agreement Acts have been conducted behind closed doors.  When reports finally emerge, if they 
ever do emerge, it is discovered that the people conducting those inquiries were not privy to all the available 
information.  If the Auditor General’s office conducts an audit but cannot tell anyone it is doing the audit, how 
would it then approach people to find out whether those agreements are meeting their goals?  Which bodies 
would need to be approached to find out whether a state agreement Act was officially or effectively meeting the 
objects of the Act or whether it was meeting government policy?   

Mr PEARSON:  The methodology we use and the scope of the audit addresses the objects of the Act.  Our 
primary evidentiary base is the records and access to officials in the agencies.  However, when we have deemed 
it necessary and considered that it would be beneficial, we have formed reference panels of relevant experts 
when dealing with disciplinary or functional matters.  However, at the end of the day, the Office of the Auditor 
General reviews the administration of legislation passed by the Parliament.  The office is restricted to the terms 
of the legislation.  In a sense, we audit the implementation of policy, but we cannot challenge the policy.  If the 
Act empowers something, we will not challenge it.  However, we would satisfy the member’s concerns about 
reviewing whether the Act achieved its stated objectives.  The Office of the Auditor General approaches audits 
in an independent and effective manner.  When we table our reports, we substantiate the conclusions we reach 
and any recommendations we make.  Beyond that, we make ourselves available, for example, on an informal 
basis by briefing parliamentarians on the day of tabling.  Also, committees of Parliament that are interested can 
call us as witnesses and examine us on the report.   

Hon DEE MARGETTS:  A number of unregistered costs are involved with state agreement Acts, which 
community sectors, industries and bodies may provide to the Auditor General’s office.  However, as the 
proponents of state agreement Acts, government departments in particular, will never provide that information to 
the Office of the Auditor General.  I would find it astounding if the Auditor General were to restrict the request 
of information to the proponents of the state agreement Acts.   

Mr PEARSON:  If the office sought information and was not satisfied with what it received, it would make 
further inquiries.  

The CHAIRMAN:  The Auditor General has said that he is considering or is auditing various unnamed state 
agreement Acts.  If Hon Dee Margetts wants to raise some issues or make a submission for the Auditor General 
to consider, I am sure that is a proper process.  Indeed, it may assist the Auditor General in carrying out his 
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functions.  The member raised some interesting issues; however, she will have to make submissions to the 
Auditor General so that he will take them on board and consider them when he conducts those audits.   

Hon DEE MARGETTS:  Thank you for that advice.  In the past, I have provided information related to my own 
research in those areas.   

Mr PEARSON:  I am aware of that.  That information has been made available to the team.   

Hon DEE MARGETTS:  Will the Office of the Auditor General be responsible for auditing the performance and 
efficiency of the economic regulatory authority?  If so, how will that process take place?   

Mr PEARSON:  I understand that is a proposed organisation.  Provided it is established in the usual manner by 
an Act of Parliament and is scheduled or made subject to the provision of the Financial Administration and Audit 
Act, it would be subject to an audit by my office.  The audit would examine the annual financial statements and 
performance indicators and would be subject to an efficiency and effectiveness review.   

Hon DEE MARGETTS:  What kind of performance indicators or efficiency objectives would be used in such an 
audit?  If in the meantime the Government adopts a triple bottom line way of dealing with all legislative 
approaches, how could those approaches be applied to such a body?   

Mr PEARSON:  The Bill has not been passed, so we are only speculating.  Under the accountability process, it is 
the agency’s responsibility to establish its program objectives and its key indicators for efficiency and 
effectiveness.  In practice, they do that in consultation with my office to try to minimise cases of disagreement or 
surprise.  We publish a standard criteria that we apply when determining whether to accept indicators as key 
indicators or when determining whether they are relevant and appropriate to the program objectives and whether 
they fairly represent performance.  That is the process they would go through.   

Hon PETER FOSS:  Mr Pearson, I spoke to you by telephone in December last year and I referred you to a 
speech I had made in Parliament.  I followed that up with a letter of complaint about bad process and the 
application - if not a misapplication - of funds.  I set out seven areas of complaint.  I do not appear to have a 
reply to that letter.  Do you recall my ringing you?  Do you know anything about the letter I wrote?   

Mr PEARSON:  I do, and I must apologise for not having replied to the seven areas of complaint.  On the 
primary area, I have been unable to establish whether grants were made.   

Hon PETER FOSS:  I asked you to respond to whether I could give you more information on the basis that it 
would remain confidential.  Could you address yourself to my letter, in particular where I ask you whether I 
could give you more information on the basis that the identity of the person who provided the information would 
remain confidential.  I am happy to direct you in the right way, but I am not happy to do that until I can be 
certain that the information will remain confidential.   

Mr PEARSON:  I would like to talk to the member about the conditions of confidentiality.  I must be able to use 
information in a way I see fit.   

Hon PETER FOSS:  I am concerned about keeping the name of the person who has provided the information 
confidential.  In the light of the nature of the complaint I have made as to the inappropriateness of the process, I 
am concerned that the inappropriate process could be further continued to the disadvantage of the person whose 
name I intend to give you.   

[5.20 pm] 

Hon JON FORD:  I refer to one of the questions asked by Hon Ray Halligan about the difference between the 
budget paper indicators used by the office and other departments.  Will the adoption of international accounting 
standards by all departments go some way to address this disparity?   

Mr PEARSON:  No, it is a difference in the framework for budgeting as distinct from the framework for annual 
reporting.  Annual reporting is premised on the Financial Administration and Audit Act that deals with 
outcomes, whereas the budgetary process is premised on a process of reflecting on outputs.   

Hon JON FORD:  On page 184 of the Budget Statements under external influences, the sixth dot point refers to 
the expected increase in the complexity of audit work due to the increase in the complexity of information 
systems.  I have some sympathy for that from my past experiences working in the private sector.  I found all 
these systems to be complex.  They are useful because of their ability to supply clearer information through 
integration, the sharing of data and flexibility in report construction, provided the end users have some input into 
the design.  Does the office currently have some input into the design or purchase of these information systems 
or could it have a role in that process?  

Mr PEARSON:  We do not specifically have input.  As an independent external reviewer, I consider it 
inappropriate for us to have any role other than to be available for consultation or on an exception basis.  If we 
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became involved in specifying what is required for the agencies, that would then impair our ability to objectively 
review the effectiveness and operation of those systems in practice.   

Hon JON FORD:  I probably did not phrase the question correctly.  If an agency is having difficulty finding 
information, can the office say to it, “It would be more useful for us and more useful for you if you formed your 
reporting or accounting structure in a certain way.”? 

Mr PEARSON:  Yes, that is what I intended to communicate.  The office is available for consultation.  If an 
agency is developing its own complex system, we make ourselves available as an observer to, for example, a 
steering committee that is overseeing the design and implementation of that system.  That has been established 
as reasonable practice because it gives us a closer understanding of what the agency is designing and also gives 
us the opportunity to raise cautions or alerts.  If we see a problem developing from an accountability point of 
view, it is in our interest to avoid that situation, rather than have an agency unwittingly build a weakness that we 
then come along and raise.  The best illustration of our role is that the primary responsibility rests with the 
agency.  While we participate in a steering committee for instance, we should speak our mind but we should not 
vote on the outcome.  An agency is entitled to take our view, weigh it up in its risk profile and priorities, and 
then say, “Thanks for that advice but we do not accept it.”   

Hon JON FORD:  Again, my next question goes down that line but deals with the office’s relationship with 
individual agencies.  My experience in the private sector is that audits were seen as a useful tool and measure of 
how the business was functioning.  When one’s business is audited, it is useful because one tends to become 
inward looking, and things can then slip under the carpet.  Therefore, businesses in the private sector can tend to 
welcome auditors.  Does the office have that same relationship with the agencies or is it seen as the devil 
incarnate?   

Mr PEARSON:  To be honest, we are probably closer to the latter.  In practice we seek to be helpful but we do 
not have a fee-earning consultancy arm as a motivator that some would argue applies in the private sector.  I will 
provide an example with regard to information technology.  When we did for audit purpose checks of security 
settings and parameters, we found that aside from the agencies we selected to audit, some agencies volunteered 
to be included in the sample because they saw it as a benefit.  To the extent that we can, we accommodate that.  
There have been other cases in which more agencies have wanted to be included in a sample and we did not have 
the resources because our primary purpose is to form an opinion to give Parliament advice about whether the 
system is reliable.  In those instances we made available to the agencies our test plan and programs so they could 
do the audit themselves; we facilitated in that way.   

Hon RAY HALLIGAN:  I refer to page 186 of the Budget Statements and output performance measures.  I 
sincerely hope that these figures are exactly the same as the office would have in its annual report.  The last item 
refers to average cost per other audit.  I note that the figure has increased dramatically or is anticipated to 
increase from $12 788 to $17 783.  The explanation at the bottom of the table refers to more complex audits.  
Can that be explained or does it mean more in-depth audits?   

Mr PEARSON:  It means more in-depth audits.  It is related to the change that is occurring.  There are two 
extremes: The large agencies have complexities because of their scale and nature, and the smaller agencies tend 
to have more problems because they have limited expertise available.  In the case of the latter, because the 
auditor is the last person to come along, we could take the strict literal view of putting our hands in our pockets 
and saying, “That is not right - qualify.”  However, we try to work with an agency to get an acceptable report.  
We see that as a trend that began last year and increasing for at least another year or two until the system 
restabilises.   

Hon RAY HALLIGAN:  I can understand the complexity more so because of all these amalgamations and the 
like.  However, I will relate if I may to what Hon Jon Ford mentioned about the different accounting practices of 
the agencies.  I would have expected that it be imperative for the Auditor General, being the external auditor, to 
be called in when any of these systems are introduced so that he knows exactly what is being proposed, whether 
it sits comfortably with the office, and whether it fits Australian accounting standards and the like.  I hope that 
the Auditor General would be able to bring to bear some sameness about some of the systems rather than 
allowing agencies to go off on a tangent.  Is that often the case?  

Mr PEARSON:  I relate more to “often” because clearly we cannot guarantee universal coverage.  However, at 
the end of the day, the accounting systems and the accounts we audit are those of the agency.  While we seek to 
be accessible and to engage agencies when they are replacing or developing systems, there are many cases in 
which agencies do not think to alert the office.  That is where complications arise.  The other dimension, which 
is one positive out of the current systemic reviews that are happening, is to look at whether greater consistency 
can be achieved in the accounting systems used.  From an auditor’s point of view and an audit of the sector, the 
fewer the number of accounting systems used in principle, the better.  There are a lot of issues behind that.  The 
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Western Australian public sector has a very dispersed approach, and a diversity of accounting systems is in 
place. 

[5.30 pm] 

Hon RAY HALLIGAN:  Page 3 of the Auditor General’s annual report states that the Auditor General 
scrutinises the public sector to see that there has not been a waste of taxpayers’ resources and that government 
agencies are delivering services in an equitable, efficient and effective manner to the benefit of all Western 
Australians.  Does that not provide you with some authority to give direction to the type of accounting systems 
used? 

Mr PEARSON:  I would stop short of using the word direction.  It certainly gives us authority, which is our 
modus operandi.  I qualify that by referring to the scale and order of magnitude.  I mentioned in my opening 
comments that my office staff numbers 93.  We are auditing more than 280 agencies that employ 100 000 
people.  There is a physical limit to our practical achievability.  What you have mentioned is clearly our goal and 
what we strive to do.  We conduct one-on-one meetings with agencies; we pay more than lip service to that goal.  
In the past week we hosted a principal accounting officer forum.  We invited principal accounting officers from 
agencies and ran them through issues as we see them.  Clearly, it is subject to people accepting invitations.  
Acceptance is subject to available resources.  A good attendance is far from a sell out. 

Hon RAY HALLIGAN:  I sincerely hope that the Government assists in that regard.  I will ask my perennial 
question; it comes out every year.  I again refer to the Auditor General’s annual report and the delivery of 
equitable, efficient and effective services to benefit all Western Australians.  Last year I asked whether your 
office audited certain performance aspects of universities.  The answer I received from Mr Pearson was - 

However, that is an issue I have raised with a quality assurance regime called, I think, the Australian 
University Quality Agency, which has been established to audit universities. 

Have you further explored this in the past year to provide assurances to all Western Australians that their money 
is being used equitably, efficiently and effectively? 

Mr PEARSON:  I have to say that I have not been in contact with the Australian University Quality Agency in 
the past year.  It is on our consultation list.  Equally, I have in mind the area of the member’s concern.  My office 
runs only six examinations of that type each year.  I feel somewhat constrained in doing something personally at 
this time. 

Hon RAY HALLIGAN:  I understand that it may add to your office’s workload.  If your office did a spot check 
of that agency’s work it might be possible to certify that the information it provides is fair and reasonable. 

Mr PEARSON:  It is a commonwealth entity.  Although we have a relationship it is not a statutory relationship.  
I appreciate the sentiments of what the member is saying. 

Hon BRUCE DONALDSON:  What are some of the parameters and guidelines used when preparing single-topic 
reports?  How is an issue decided upon?  Is it due to general public consternation that the office becomes aware 
of or is it from correspondence?  How are priorities applied?  Under the major achievements for 2002-03, five 
single-topic reports are mentioned.  I am curious to know how the office ascertains where it is going next. 

Mr PEARSON:  It is clearly an inexact science to select a small number from a large number of possible options.  
The office applies a number of parameters to give rigour to its selection of topics.  The office broadly dissects 
the public service into three areas: “central government” entails law and order, public safety and economic 
development; “infrastructure” covers ports, main roads and transport; and “community” involves health, welfare 
and education.  Another dimension that the office runs across those three broad areas is basic accountability.  
Resources in the public sector are held on trust, so basic accountability rules must be met.  Another area is new 
and emerging programs.  As we have limited resources, our best leverage is to get involved with programs early 
in their life so that if there are accountability or inefficiency effectiveness problems they can be remedied earlier 
rather than after the horse has bolted.  In addition, there are some large and continuing programs.  That brings in 
the dimension of scale, which is normally driven by dollars as one indicator.  It is very unlikely the office would 
look at a program that involves less than $25 million or $50 million a year.  That is bearing in mind that the 
public sector turns over $25 billion to $30 billion.  The office also looks at service delivery.  The office recently 
looked at call centres. 

Hon BRUCE DONALDSON:  Yes, in April 2003. 

Mr PEARSON:  In dollar terms, the biggest was only $7 million or $8 million a year in operations but it 
involved many thousands of public calls.  We examined service delivery.  The final major issue we bring to bear 
is the expertise available to us.  We have a multidisciplinary team of 10 to 12 people who undertake those 
reviews; it is quite small.  Some are accountants, but we currently have engineers and educationalists.  There is a 
range of diverse backgrounds.  We also buy expertise on a needs basis.  If we needed expertise in a discipline 



Extract from Hansard 
[COUNCIL - Thursday, 5 June 2003] 

 p667b-674a 
Chairman; Hon Ray Halligan; Hon Dee Margetts; Hon Peter Foss; Hon Jon Ford; Hon Bruce Donaldson 

 [7] 

that we did not have we would buy it.  We have done that in health and education; we bought independent 
expertise.  Those are the core considerations.  We also scan Hansard to see which issues are occupying debate in 
Parliament.  We live in the community, and we listen to what people have to say and read what is in the 
newspapers.  People often write to us suggesting we should look at something.  I take the view that we are the 
external auditor to the public sector and we deal with systemic things rather than individual things.  If we receive 
an individual complaint it is more likely we will refer it to the Ombudsman.  However, we have regard to that 
type of direct communication.  Those are the main considerations.  They are all brought together by the policy 
area of my office, which consults and brings things together.  Twice a year the issues are distilled and our 
corporate executive holds a meeting in conjunction with the leadership team of the performance review division.  
We then examine the final shortlist. 

Hon BRUCE DONALDSON:  Is it sometimes the case that a single-topic inquiry is generated by an audit of 
government agencies in which the failure of a delivery of service can be seen?  For example, certain things may 
not be happening and there is an awareness of that in the community.  Does that play a role to trigger 
investigations?  When an audit of a major government agency is undertaken deficiencies may be exposed in 
service delivery that the office notices.  Is that taken into consideration?   

[5.40 pm] 

Mr PEARSON:  It is taken into consideration.  However, in practice, I am struggling to recall a specific one 
when that has triggered a performance examination - one of the five reports.  That sort of thing tends to come up.  
We put in about two public sector performance reports a year.  We tend to have three to five shorter issues.  I 
would say that about a third of those issues come out of flow-on from the annual audit and the intelligence 
gathered by doing the annual audit. 

The CHAIRMAN:  Before I ask any other member if he or she has a question, I understand that a draft of a Bill 
is being circulated at the moment that deals with the role and functions of the Auditor General.  Has the Auditor 
General had input into that process?  I have a secondary question that involves the powers of the Auditor 
General, in particular to require the attendance of persons and the production of documents.  Do you believe that 
the Auditor General requires additional powers in that regard? 

Mr PEARSON:  In terms of input to the proposed revised legislation, yes, my office has been consulted and we 
have been heard on the issues we have raised.  Naturally, we would raise issues arising from a Public Accounts 
Committee report into the independence of the Auditor General that dates back to 1992 and the Commission on 
Government report.  They are clearly the basis of the issues that my office is ensuring are considered.  The 
powers of the Auditor General is an area in which there are recommendations going back to COG to strengthen 
those powers.  In my time, my powers have not been challenged.  In practice, they have been adequate.  
However, clearly, that is an area in which one is always alert to ensure that they are beyond doubt.  We do not 
want them challenged and brought into doubt when a real issue is on, because then it would impede the function. 

The CHAIRMAN:  Given that a draft Bill is in circulation, perhaps the question of doubt that was raised by the 
Commission on Government could be taken into account in respect of that Bill, so that there is no doubt about 
your powers to require the attendance of persons and the production of documents.  As I understand it, you are 
saying that you are taking up those issues in your input to the Government on that matter. 

Mr PEARSON:  That is correct. 

The CHAIRMAN:  My other question is about commercial-in-confidence clauses.  This area has concerned me 
for some time.  I say “concerned” because the current wording of the Financial Administration and Audit Act 
provides an opportunity for improper usage of, in particular, section 58C, if that was the design of a minister or 
member.  Do you have access to all commercial-in-confidence clauses that are used throughout government, and 
would you favour the establishment of a register of confidential clauses?  If it is a matter that you wish to 
consider and provide an answer in due course, I am quite happy with that, but you might wish to comment on it 
now. 

Mr PEARSON:  I will comment on it.  Clearly, from an audit perspective, if there were a register, that would be 
advantageous in a couple of respects.  First, it would be a positive flag to me, as an auditor, that a clause exists, 
and I would then have a better opportunity to assess and review it.  Secondly, I believe it would reinforce the 
critical nature of such clauses on people drafting contracts.  Rather than there being a tendency to include one 
because it is a fair thing to do, if it has to go on a register, people might think a bit more seriously about whether 
it is really needed.  They are two positive supports for it. 

To answer the other part of the question, I have not had a problem to date when I have come across a 
commercial-in-confidence clause.  I have been able to get the access I require.  I just qualify that.  The only 
defect or deficiency in that approach is that they are only the ones that I come across, so I have not had the 
opportunity of surveying whether there are others that I would have liked to have come across.  That is where a 
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register would be advantageous.  On the positive side, moves are being made.  In the past month or six weeks I 
have seen some standard clauses for contracts being finalised that make it a standard issue to be included in 
contracts to put beyond doubt, in contractual terms at least, that even if there is a commercial-in-confidence 
clause, the Auditor General would have full and free access in drawing on the access provisions of the FAAA.  
However, clearly that is an area in which the FAAA provision is a 1985 provision, and there have been a lot of 
developments in the world since 1985.  Therefore, although I do not have a particular issue or concern, it is one 
area that I am keen to see brought up to date and get current assurance that it has the reach intended.   

The CHAIRMAN:  Mr Auditor General, you are keen to see that the Auditor General has access to those 
clauses; I am keen to see that the Parliament has access.  In that regard, I think we are travelling a parallel 
course.  Are there any other questions of the Auditor General?  If not, Mr Auditor General, do you want to make 
a statement to this Committee in conclusion?  I should say that your advice to this Committee is always 
appreciated.  If you think that this Committee can do things more effectively or more efficiently, we are always 
pleased to hear from you.  Do you want to raise any issues at this stage? 

Mr PEARSON:  No, there are no further issues.  I just thank the Committee for the opportunity to discuss the 
issues we have discussed. 

The CHAIRMAN:  Thank you, Mr Pearson and Mr O’Neil, for your attendance.  This is the final division of the 
Estimates Committee for this year.  Before I close this division, I say to the members in attendance that if they 
have any constructive comments on how we can improve the running of the Estimates Committee, I would be 
pleased to hear from them.  They can approach me, Mr Paul Grant or Mrs Sarah Kearney because, as I said, we 
are keen to improve the Estimates Committee on an annual basis. 

I should indicate that a member has approached me about the provision of annual reports.  Members will see to 
my left the balance of 10 copies of each annual report that has been called for by the Committee.  In view of the 
fact that only limited use has been made of those reports this year and that those reports are available on line on 
the Internet sites of the government agencies, next year, unless I hear to the contrary, it is not proposed to require 
agencies to provide 10 copies only to find that those 10 copies end up in the rubbish bin and are not accessed by 
members.  If members wish to bring in an annual report, they can print the whole report or the section they wish 
to deal with in the Estimates Committee. 

On behalf of all members, and in particular the Deputy Chairmen, I thank Paul Grant and Sarah Kearney for their 
support this year, and all the other officers of the Committee for their attendance upon the Committee.  If no 
member wishes to raise any other issue, I finally thank the Deputy Chairmen for the work they have done in 
presiding over this year’s Estimates Committee.  I formally close this year’s Estimate Committee. 

Committee adjourned at 5.48 pm 
__________ 

 


