
LEGISLATIVE COUNCIL STANDING COMMITTEE ON
ESTIMATES AND FINANCIAL OPERATIONS

ANSWERS TO QUESTIONS PRIOR TO HEARING (ROUND 1)

Office of the Auditor General
Hon Alison Xamon MLC asked:

1. I refer to Page 53 and the below 50% mark for auditors understanding of the operating
environment of the agency being audited and the ex ectation that this can be remedied with
secondment opportunities and I as :

(a) How many such secondments have happened in the last five years and to which
agencies:

The OAG actively encourages secondments both in and out of the organisation. As
advised in the Annual Report, we see this as a key means of helping our financial and
performance auditors build capability and gain broader perspectives of the operating
environment of the entities they audit. Moreover, we recognise the enduring role of the
OAG in training and supplying finance and governance professionals to the public sector
for both secondment and permanent transfer.

Since 2016, we have granted 37 secondments out to 22 entities:

Entity (or former entit ) No of staff seconded

Department of Premier and Cabinet 7

Department of Health 6

Corruption and Crime Commission 4

Department of Communities 2

Edith Cowan University 1

Department of Child Protection and Family Support 1

Department of Corrective Services 1

Department of Education 1

Department of Finance 1

Department of Justice 1

Department of Regional Development 1

Department of Transport 1

Department of Treasury 1

Mental Health Commission 1

MyLeave 1

National Trust of Australia 1

Office of the Information Commissioner 1

Parliament 1

Public Sector Commission 1

WA Museum 1

WA Police 1

WorkCover 1
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(i) Does the OAG consider t is to be sufficient?

The level of secondments, as well as permanent transfers and other terminations,
represents a solid and sustainable level of movement and career expansion for the
OAG. It is something that will always be supported and encouraged.

The matter of knowledge of entities can be a frequent area of critical feedbac  on
performance audits in particular, and it presents a constant challenge for all public sector
audit offices throughout Australia. It is also well recognised that survey results for
performance audits with more adverse findings tend to be lower in general than for
performance audits with more positive findings.

Also, there is almost always a noticeable difference between survey results for financial
audits and performance audits. Financial audits are conducted annually, with the entity
finance teams well-versed with audit requirements, whereas most performance audits
are one-offs or very infrequent. In addition some entities that have not previously been
subject to performance audits can find the volume of questions asked and information
requested demanding. So, while performance audit teams will always research the
entity, its functions and the audited activity before commencing the audit, much will
necessarily not be able to be learned about the entity s processes and systems until the
audit work is undertaken.

With our commencement of local government auditing, we have always acknowledged
that we are experts in audit, not yet in local government - and that we look forward to
learning more about the sector and the individual entities we audit. This is a journey we
are still on and will be for some years.

Nonetheless, I do not consider the current rating of 43 per cent for the OAG to be
sufficient, hence the importance of reporting it as an accountability measure and
focussing on improvement in this area.

(b) What other avenues of cultivating OAG knowledge and understanding of the business of
government and local government agencies have been considered?

Our auditors are less siloed and broader in their perspectives than many other public
sector officers because they work across multiple public and local government sector
entities every year. However, there is clear scope for them to learn more about the
entities they audit and this is an area I have been seeking to address internally over the
last 2 years through ongoing training and professional development.

Our internal training now includes regular emphasis on the importance of performance
auditors spending a considerable amount of time during the fieldwork phase of an audit
within the audited entity. Our updated internal Performance Audit Manual reiterates the
value of onsite fieldwork as a means of building relationships, improving efficiency in
evidence gathering, and helping us understand an entity s business.

We also regularly attend local government zone meetings and other fora, entity audit
committee meetings, and public sector training events to learn more about audited
entities’ operating environments and the impact of our work. Similarly, we have
welcomed presentations from senior public sector officers and external experts and
stakeholders who have provided valuable insights on their operating environment and
other relevant topics.
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Finally, our recruitment strategies are increasingly considering the different skills,
processes and perspectives that professionals with private and not-for-profit sector
experience can add to our audit teams and business support functions.

2. / refer to the Financial Performance section on Page 12 and t e Our People section on Page
24 regarding the number of a  roved PTE and recruitment and I ask:

(a) When is it anticipated that these roles will be filled?

Subject to recruitment processes identifying suitably qualified candidates, we expect to
recruit to our full FTE limit within coming months. Flowever, availability of suitable
candidates is especially difficult to forecast with some roles given the fairly uncommon
skill sets, such as for performance and forensic audit.

As we recruit toward our FTE complement, we have supplemented our workforce with a
number of contractors and consultants, including 16 short-term financial audit
contractors for peak periods over recent months, outlined in (c) below.

COVID-19 delayed recruitment towards full staffing levels across all our business units
this year - in a large part due to diversion of FIR and executive attention to focus on
reconfiguration for core service delivery, communication with audited entities around
risks in a time of disruption, and providing support for our existing staff. Unavoidable
personal leave for a key member of the FIR team and several recruitment processes
earlier in the year that did not yield successful candidates meant the Office did not build
staff numbers at sufficient pace prior to year-end.

Since 30 June, our rate of recruitment activity has increased significantly. At 30
September we had 156.3 FTE (up 3.55 FTE since financial year-end), and we currently
have 6 separate recruitment processes running - some for multiple positions. There are
also a number of other recruitment processes recently concluded (several staff have
been appointed but not yet commenced), and other positions are being finalised for
advertising in coming weeks.

(b) How has the OAG supported staff who have been recruited, but unable to travel to WA
due to the travel restrictions?

During the COVID-19 period, we experienced delays with the planned recruitment of
6 staff from interstate and overseas due to logistical difficulties generated by
international and domestic border closures, and immigration issues. Throughout this
process, we provided support as requested and necessary to assist with documentation
relating to visa applications, and travel and quarantine arrangements.

We have now managed to on-board 3 of these candidates, one of whom is currently
completing their quarantine period and has been provided with the necessary equipment
to commence induction activities. The OAG has offered to pay quarantine costs
wherever necessary for all new recruits subject to those protocols. New recruits have
been working for previous employers during this time so payment of wages by the OAG
was not in question.

Our new Forensic Audit team has endured the greatest impact from events linked to
COVID-19. Assistant Auditor General, Forensic (AAG-FOR), Glyn Lewis, is based in
Queensland and started with us on a 12-month placement from the Australian Federal
Police on 9 March 2020. Mr Lewis was engaged on a planned roster that would have
seen him working in the office for 3 weeks every month, with the other week working
from his home in Brisbane. He returned to his family less than 2 weeks after arriving at
the Office when it became apparent that the State s border may close. Under the current
restrictions, our attempts to secure our AAG-FOR an exemption to return to WA without
quarantine have been unsuccessful. FIFO with quarantine is not feasible.
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Despite these limitations, Mr Lewis has done a commendable job, remotely engaging
with and leading his growing team, building professional relationships with internal and
external stakeholders, operating effectively as a member of the OAG executive team
and developing and steadily delivering on our initial 12-month Establishment Plan for the
Forensic Division. His team is motivated and focussed, drawing on a mix of high quality
internal placements and the recruitment of some highly qualified external candidates
from within WA.

(c) Will the full complement of FTE being in  lace in WA fully relieve the concerns exiting
staff have expressed about time a d workload pressures?

I share the concerns staff have expressed about time and workload pressures as
referred to on page 24 of our Annual Report. Organisational prioritisation and a sense of
urgency now exists around recruitment activity and on-boarding, in recognition especially
of the growing workload with forensic and local government auditing.

The addition of the local government sector to our audit remit in 2017 has undoubtedly
increased the demands on all staff in recent years. Prior to this time, for example,
October and November presented a short period of respite for our financial auditors with
the completion of the State sector audit opinions. Staff would use this time to finalise
paperwork from their financial audits, conduct some focus audit work, or take some
leave.

These opportunities are no longer as easy to facilitate as we now launch straight into the
local government audits sector from October to December. The tertiary sector audits
(universities and TAFEs, with a 31 December balance date) commence in December
through to March, when interim work for State sector 30 June financial audits then
begins again.

COVID-19 exacerbated this issue in this year s State sector busy season, as our
willingness to work flexibly with entities during the early stages of this year s audit1
season left us with bottlenecks at the end of the period while we sought to help them
meet their standard Financial Management Act 2006 reporting timeframes for audit
opinions.

To assist our financial auditors during the recent period, and to help manage the
unavoidable delivery peaks, we employed 16 contract audit staff to supplement our
resources - more than in any other year.

It is important to note that we have advertised constantly to fill vacancies throughout the
course of this year. This includes a standing advertisement for financial and performance
audit contract positions on our website, and regular IS Audit recruitment rounds.
However, this has not always attracted sufficiently high numbers of qualified candidates.

While COVID-19 has presented several challenges for us around recruitment, we also
see opportunities. As noted in our response to 1(b) above, we are looking increasingly
towards candidates with private sector experience that we can educate in public sector
accountability and processes. We also recognise the necessity to  grow our own . In
early 2021, in addition to our graduate intake, we will on-board for the first time a cohort
of cadets (2nd year university students) across the office.

1 This included postponing entrance meetings and interim audits at some entities.
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3. I refer to Page 48 and the high percentage of financial audits being outsourced for local
government entities and I ask:

(a) Why is there such a substantial variation between the percentages of contracted
financial audits between state and local government entities?

As noted in our Annual Report, it is common for all Australian audit offices to outsource
varying proportions of their audit workload. For example, the Australian National Audit
Office contracted out 195 (68 per cent) of its 2018-19 financial statement audits to
private sector firms.2

Typically, our Office has contracted out about one-third of its State sector entity financial
audits. This has increased to up to two-thirds in boom periods where staff retention has
proven difficult. For the local government sector, where we had financial statement audit
responsibility for 112 entities in 2019-20, we outsourced about 85 per cent of this work to
pre-qualified contract audit firms. In 2017-18 it was 90 per cent. Having only assumed
responsibility for the audit of this sector in 2017, we have decided to maintain a
comparatively higher proportion of outsourced audits.

An important reason for outsourcing work is that despite increasing the number of our
financial audit staff3, we cannot produce the necessary number of suitably qualified
auditors to absorb the local government workload internally as we transition to the
financial auditing responsibility of 148 LG entities by the 2021-22 financial year. Greater
efficiencies come from building a consistent standard of quality audits by using our
directors and senior directors to pre-qualify firms before closely supervising the audits as
engagement leaders. In this capacity, the OAG s experienced auditors still attend entry
and exit meetings with the contracted audit firms, and review the files throughout the
audit. We also subject a sample of the completed outsourced audits to an independent
external quality assurance review process to ensure they meet the required standards
and quality benchmarks.

(b) Does the OAG have any intention of undertaking more local government entity financial
audits directly, or rebalancing the mix of contract and direct audits between the local and
state government entities?

We expect to maintain a significant proportion of outsourced financial audits when our
remit extends to all 148 local governments in 2020-21. In addition to the benefits stated
above in 3(a), and on page 48 of our Annual Report, we see an opportunity to support
regional businesses by tendering and allocating to local firms we are confident can audit
to the required standards. This may offer added benefits of lower audit fees for regional
local governments due to reduced travel costs, and a greater awareness of local issues
relevant to the operating environment of the audited entity.

The benefits that flow from outsourcing means there will always be a portion performed
by our pre-qualified contract audit firms. The suitable balance in the mix of contract and
direct audits will always be influenced by our ability to attract and retain suitably qualified
professional staff and market forces.

4. I refer to Significant Issues on Page 11 and s ecifically the difficulties encountered in
accessing documents subject to claims of public interest immunity, legal professional
privilege or Cabinet confidentiality and I ask:

(a) Has the OAG been able to access all documents subject to such claims?

2 Australian National Audit Office, Submission to Parliamentary Joint Committee on Corporations and Financjaj
Services. 28 October 2019, Appendix 2.

3 Our Financial Audit team has grown by 18 FIE over the 3 years since 2016-17, as shown on p. 24 of our Annual
Report.



Our requests for cabinet-in-confidence information follow the process outlined in the
Cabinet Handbook. Throughout my tenure, under current protocols all requests for
Cabinet information have been approved, but it does take some weeks or even months
as the request is presented to Cabinet for consideration. This can delay audits and result
in inefficiencies in the audit process.

Where we encounter substantial difficulties with access to information is with requests
for information subject to claims of legal professional privilege and other public
interest immunity. For non-controversial matters, entities will routinely provide access to
legal advice during the audit process. However, for matters deemed sensitive, especially
related to s82 notices, entities or Ministers will seek State Solicitor s Office or Solicitor
General advice, and usually access is denied.

We have referred to problems associated with previous State Solicitor s Office advice
that documents subject to both legal professional privilege and public interest immunity
claims fall outside the scope of the information gathering powers4. We disagree, as
outlined in part (d) below.

The OAG has previously reported to Parliament when the Office has not been able to
obtain information due to such claims. The table below lists 5 instances where since
2017 where I, and my predecessor, made reference to difficulties in accessing
information:

OAG Report Evidence sought Grounds for refusal

Report 11 of 2017 Opinion on
Ministerial Notification (Water for Food
program)

Legal advice
Legal professional
privilege

Reoort 10 of 2018 Opinions on
Ministerial Notifications (ex gratia
payment to the Dhu family)

Legal advice
Legal professional
privilege

Recort 6 of 2018-19 Opinion on
Ministerial Notification (Ex gratia
payment to Gene Gibson)

Legal advice
Legal professional
privilege

Renort 27 of 2018-19 Opinion on
Ministerial Notification (Expungement
Bill)

Email
correspondence

Public interest
immunity

Reoort 14 of 2019 Opinions on
Ministerial Notifications (Harvest Mass
Management Scheme)

Legal advice
Legal professional
privilege

In addition to the above-reported instances, there are significant ongoing audit delays
and inefficiencies attributable to this issue of agencies not readily providing access to
information and first seeking SSO advice to determine their obligations.

(b) Has a record of the delays between requesting access to these documents and
receiving access to these documents been made?

We do not record data quantifying the time it takes to obtain information subject to
claims of claims of confidentiality.

(c) If yes to b, can this record please be tabled?

Not applicable

4 Office of the Auditor General (WA), Opinion on Ministerial Notifications. Report No. 27, 20 June 2019, p. 7.
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(d) Have any protocols been  ut into place to minimise the time taken to access these
documents:

(i) If so, please outline what those protocols are.

The Cabinet Handbook outlines protocols for requests to access to Cabinet
information.

In July 2019, the Deputy Auditor General and I met with the Parliamentary Secretary to
the Cabinet and the then Director General of the Department and Premier and Cabinet
to discuss protocols around accessing Cabinet documents. This was a productive
discussion that enabled me to confirm that we view Cabinet documents only for the
purpose of forming an audit conclusion or opinion as per my functions set out in the AG
Act and section 82 of the Financial Management Act 2006 (s82). This meeting has
helped facilitate ongoing access to Cabinet documents for the purpose of my Office
discharging its duties to Parliament.

A suggestion for a more time-efficient approach, and one adopted in the Commonwealth
where the legislative provisions are almost identical, would be access by routine protocol
at the auditor/Cabinet Office level, following a request by the Auditor General outlining
the audit purpose (need-to-know) to the Director General, Department Premier and
Cabinet.

We have not yet been able to establish similarly workable protocols for obtaining access
to documents subject to legal professional privilege and public interest immunity
claims. As we have previously reported:

The Attorney General advised it is the State s long held view that the Auditor
General does not currently have the authority to view legal advice under the AG Act.
In his view, releasing legal advice to the Auditor General could waive the State s
claim of legal professional privilege.5

I strongly believe this is contrary to the intent of the information gathering powers within
Part 4 Division 2 of Auditor General Act 2006 [AG Act], The purpose of these provisions
is clearly outlined in the Explanatory Memorandum to the bill, at paragraph 59:

The clause ensures that the Auditor General has the power to access all
information necessary for the performance of his or her functions. Access to
Cabinet documents would be available and claims of legal professional privilege
would not be maintainable.6

As such, although there has been talk of legislative amendment to clarify information
access provisions, I do not believe this is necessary. All that is required, is observance
of the original intent by the State Solicitor and Attorney General of the day, and for this to
be documented and communicated to all entities and ministers  offices. This allows the
GAG to examine such documents as a primary source of evidence to save time, effort

and resources.

We note that the Government has previously supported such access, following
recommendations in the Parliamentary Joint Standing Committee on Audit s 2016 review
of the effectiveness of the AG Act, and other reviews including EFOC’s 2016 Inquiry into

5 Office of the Auditor General (WA), O inions on Ministerial Notifications. Report No. 14, 13 February 2019, p. 15.
6 Auditor General Bill 2006, Ex lanatory Memorandum, p. 8, paragraph 59.



the Provision of Information to Parliament.7 The Government s response to the
recommendations of the 2017 Report of the Special Inquiry into Government Programs
and Projects committed to  extend ng] the powers of the Auditor General to enable
access to cabinet documents and documents subject to legal professional privilege .8

I look forward to working with all relevant stakeholders to see this action implemented.

7 Joint Standing Committee on Audit, Review of the Operation and Effectiveness of the Auditor General Act 2006,
Report No. 7, 2016; and Standing Committee on Estimates and Financial Operation, Provision of Information to
the Parliament. Report No. 62, 2016.

8 Government of Western Australia, 'McGowan Govern ent Response to the Special Inquiry - Implementation
Pro ram , 21 February 2018, p. 3.
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