
Extract from Hansard 

[ASSEMBLY — Wednesday, 30 May 2012] 

 p386b-388a 

Mr Ben Wyatt; Mr Christian Porter; Mr Bill Johnston 

 [1] 

Division 26: Office of the Auditor General, $7 525 000 — 

Mr M.W. Sutherland, Chairman. 

Mr C.C. Porter, Treasurer. 

Mr C. Murphy, Auditor General. 

Mrs S. Godfrey, Assistant Auditor General. 

[Witnesses introduced.] 

The CHAIRMAN: I give the call to the member for Victoria Park. 

Mr B.S. WYATT: It appears from the budget that the Office of the Auditor General is not subject to the new 

efficiency dividend; or is it? I cannot seem to find any — 

Mr C.C. PORTER: There are a couple of exclusions to the efficiency dividend. From the budget-based 

calculation is excluded the $604 million worth of moneys that flowed through to the not-for-profit sector last 

year, the seniors cost-of-living payment, and there may be one other. The other exception is that when the 

savings that would be garnered would be less than $300 000, the agency becomes exempt. I think Mr Murphy’s 

organisation might fall into that category. 

Mr B.S. WYATT: It has fallen away. It is a reflection, I guess, Treasurer, of the last efficiency dividend that the 

Auditor General made some comments in an upper house committee, saying that that would result in a reduction 

in the Auditor General’s capacity to visit regional areas and obtain regional evidence firsthand, and a reduction 

in the level of audit activity and reporting to Parliament due to the OAG’s legislated mandate to conduct audits 

and a cost structure that is dominated by fixed costs after contractor expenses. Now we are through that process, 

I guess my question through the Treasurer to the Auditor General is: did that eventuate? Were there fewer trips 

to regional Western Australia and were fewer reports done? 

Mr C.C. PORTER: I will invite the Auditor General to make comment in a moment. I guess the two responses 

or observations that I would make are that the three per cent efficiency dividend process applied somewhat more 

broadly, and we have had that sort of cap on the amount of savings, which excludes some of the agencies. 

Certainly, the efficiency dividend process was a bit more difficult on some of the smaller agencies than some of 

the larger agencies in which there is a big budget and much to choose from in garnering savings. I recall those 

statements by the Auditor General and he can comment in a moment as to whether that did or did not come to 

fruition. Obviously, the Office of the Auditor General is not included in the process this time. I just make the 

comment, though, that for any agency, large or small, each year the agencies go through the Economic and 

Expenditure Reform Committee process and ask for increases to their base funding. Those increases are, in 

effect, outside the two, plus one, plus one, plus one per cent efficiency dividend process, and if the Auditor 

General comes to me and asks for more money—this is not an invitation, Auditor General—that is a process that 

we would put through the EERC. However, in looking backwards on the previous efficiency dividend process, 

does the Auditor General have any observations? 

Mr C. Murphy: Certainly, we were concerned about the potential impact of the efficiency dividend. Looking 

forward in any particular year, it is obviously a concern if it is going to impact the audit program. As we go 

through a year, we might have staff attrition or other matters that come along and allow us to make savings, and that 

is in fact what happened. I can say that it did not have any significant impact on our audit program. In fact, I was 

determined to make sure that we had a full program and did not reduce what we were doing. We subsequently 

approached Treasury through the budget process—but this goes back to the 2010–11 budget—to have a modest 

increase to our appropriation, in the order of $250 000 a year, which was to increase our capacity in performance 

audit. If we go back to 2010–11, the ratio between performance audits and financial audits was 25–75. 

Increasingly, there is much more interest in the community and in the Parliament in our performance audits. 

Mr B.S. WYATT: Parliament is very interested in those. 

Mr C. Murphy: Absolutely. I felt that a more contemporary level of resource allocation towards performance 

audit would be a ratio closer to 30–70, and that has actually been achieved this year for the first time. We have 

achieved that level of resourcing and split in this year, and in the forward estimates I am very keen to maintain or 

increase that level of resource allocation devoted to performance audits. 

Dr M.D. NAHAN: The third dot point on page 323 indicates that the Auditors General around Australia are 

starting to look at audits of national programs such as specific purpose grants, and the homelessness national 

partnership is referred to. How broadly will the Auditor General go into the specific purpose grants, in particular, 

and what other areas does the Auditor General wish to look at? 

Mr C.C. PORTER: This is not an area without its contentious aspect. They are matters that I have raised with 

the Auditor General and the Auditor General with me. Although some degree of cooperation and collaboration is 
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appropriate, we as a state government do not see the Auditor General’s role as auditing commonwealth 

government programs. The commonwealth government often over-audits its own programs. There is a 

cautiousness that I raise here, but I will let the Auditor General give his response. 

Mr C. Murphy: Certainly, it is an emerging area in public sector audit across Australia. I think the best example 

I can give is the Building the Education Revolution program, which was very contentious—happily more so in 

other parts of Australia than it was in Western Australia. Nevertheless, there was a concern that it was a program 

that needed serious auditing. It was audited by the federal Auditor-General. I think there was general 

disappointment in the community when that audit report was tabled, in that the federal Auditor-General said that 

his capacity to audit was limited, of course, to the federal bureaucracy when most of the construction activity 

was organised by the states. This has subsequently led the federal Parliament to legislate to provide more powers 

to the federal Auditor-General to audit programs more deeply, and that is a matter of some contention around the 

country. Nevertheless, the Australasian Council of Auditors-General has recognised that there is a legitimate 

interest in programs that expand beyond one jurisdiction, such as homelessness, to which there is both a federal 

dimension and a state dimension. This first audit is an attempt to demonstrate both a willingness and a capacity 

of Auditors General around Australasia to audit within their own jurisdiction, but across a common theme. So 

the audit work that we do in this area will be uniquely Western Australian. We will be looking at the Western 

Australian aspects of it and not at the federal bureaucratic approach at all, and other states will do the same, 

allowing at the end of that process a comparative analysis together with an examination of the federal aspects of 

it by the federal Auditor-General. It certainly is an emerging area for audit as there is an increasing number, as 

we heard earlier, of programs that have federal and state dimensions. 

Mr C.C. PORTER: As a matter of preference, member, I would rather have a degree of cooperation than have 

the commonwealth trying to engage its constitutional powers to have the commonwealth Auditor-General able to 

audit state organs of government anywhere that there is any sense of a joint program or a program administered 

in a commonwealth area, however measured. 

Mr W.J. JOHNSTON: I refer to the ―Desired Outcome‖ on page 322, which is, ―An informed Parliament on 

public sector accountability and performance.‖ Is the Auditor General currently reviewing royalties for regions; 

and, if not, when might he intend to engage in that? 

Mr C.C. PORTER: I will ask the Auditor General to respond to that facetiousness. 

[5.10 pm] 

Mr C. Murphy: We have tabled at least two reports on royalties, specifically focused on royalties for regions, 

and indicated a continuing interest in this area. Under any audit examination, royalties for regions is something 

that would attract the auditor’s attention. It involves significant funds, it involves funds going to areas that have 

not previously been used to administering funds of that size, and it is new.  

It is a program that has attracted our ongoing attention. The minister and the agency administering that program 

have been very keen to get our involvement both early on in the program and as it goes ahead. It has received our 

scrutiny. A couple of reports have been tabled and it will continue to be scrutinised. 

Mr W.J. JOHNSTON: One of the concerns that some people have, including me, is that a lot of the royalties 

for regions money is granted to local governments or other organisations. Given the statutory remit of the 

Auditor General’s office, what assurance can the Treasurer give the Parliament in respect of the moneys that are 

transferred to those organisations?  

Mr C.C. PORTER: The issue that the member has raised is a real one. More often than not a large amount of 

money going out is for the purposes of building infrastructure of one type of another. It goes out as a matter of 

grants money from royalties to regions to local government, which often build bricks and mortar with it. It is 

always recorded in the budget as recurrent expenditure, which from a Treasurer’s perspective makes life a little 

bit difficult at times. Using the example of grants made to local government with respect to the Ord River 

project, which were not insignificant, they were all grants of physical assets that turn up as recurrent expenditure. 

That is certainly one difficulty that I have assessed as a Treasurer; however, it might not be quite the area of 

issue for the Auditor General. 

Mr C. Murphy: I am happy to address that question. We have audited spending in local government. I am 

pleased to advise that although the Auditor General Act is due for a review already, it was passed in 2006 and 

contains a couple of revisions that are contemporarily referred to as ―follow the dollar‖ provisions. When the 

state expends money, the Auditor General has the opportunity to pursue those activities in the hands of the 

recipient, be they a private individual, a firm or, in this case, local government. We have used those provisions 

quite successfully and we have conducted audits in local government. I have the capacity to examine expenditure 

in local government; I have used it and I expect to be using it in the future.  
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Mr W.J. JOHNSTON: I have a different question—just a brief one. Can the Auditor General give an indication 

of his forward program of work? 

Mr C.C. PORTER: I am sure he can. 

Mr C. Murphy: Yes, I would be delighted to. I have a number of reports that are currently being completed in 

terms of their field work, and are nearing tabling in Parliament. It is a bit frustrating as I would like to have them 

tabled at the moment. Nevertheless, some of the reports that will be tabled in the near future are on police 

training and recruiting; major capital projects; the freight rail network; some information systems work around 

cyberattacks and the security of online transactions; a regional procurement audit; an audit on pharmaceuticals in 

hospitals; and an audit on the Plumbers Licensing Board. That is my current workload and I am very keen to 

have those reports tabled as soon as I possibly can.  

The appropriation was recommended. 

 


