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1. 0 INTRODDCTICm 

1.1.1 Pursuant to the provisions of the Audit Act 1958, I present to the 
Legislative Assembly a report on the 1981-82 accounts of c:ertain of 
the statutory bodies v*iich the Auditor-General is recjuired by law to 
audit. 

1.1.2 Detailed statements of final accounts of statutory bodies V(*iich are 
required to present audited financial statements to Parliament, have 
not been duplicated in this report. 

1.1.3 The report provictes a brief ctescription of each entity, an outline of 
the scope of the audit and any audit observations and recxxranendations 
of a significant nature vrtiich arose from the audit. Such observations 
include ocmment and recommendations, v>̂ ere appropriate, on: 

(1) reviews of internal control; 

(2) reviews of E.D.P. applications; 

(3) instances of failure to cxitply with legislative or regulatory 
requiranents; and 

(4) deficiencies or inconsistencies in the application of stated 
accounting policies or applicable accountirg starx3ards. 

1.1.4 Management responses, if available, to matters raised in the audit 
reports have also been provided. 

Reports Issued 

1.1.5 This report exampletes the reporting cycle in respect of 1982. 

1.1.6 Reports previously presented to Parliament were: 

(1) 6 October 1982 - report on the Treasurer's Statement; and 

(2) 13 Decanter 1982 - report on 1981-82 accounts of c:ertain 
statutory bodies. 

1.1.7 In addition, a special report covering an overview of works contracts 
was presented on 30 June 1982. It is anticipated a further report on 
this matter will be presented in the near future. 

Superannuation Funds 

1.1.8 This report contains comments on the State Superannuation Fund, the 
State EJrployees Retirement Benefits Fund and the Hospitals 
Superannuation Fund. 

1.1.9 In my April 1982 report, I drew attention to the diversified nature of 
the various superannuation scdianes caperating in the public sector, the 
lack of uniformity in their financial statements and the results of 
the findings of a review group v\*iiodi consisted of 3 senior audit 
officers. 

1.1.10 I further indicated on page 49 that there was a need "for a review of 
the legislative and other provisions relating to the audit, operation 
and reportirg of superannuation and retirenent benefit schemes in the 
public sector". 



1.1.11 It is pleasing to note that the Governor-in-Council on 21 Deconber 
1982 referred the matter of public sector superannuation to the 
Economic and Budget Review Ccanmittee and that the report of the 
committee is due for completion on 30 Decanber 1983. 

Aodcnowlecjggnent 

1.1.12 I appreciate the helpful co-operation received during the year from 
the members and staff of the several authorities referred to in this 
and previous reports issued in respect of 1982. 

1.1.13 The assistance of the Government Printer in the presentation of ray 
several reports is appreciated. 



2.0 MATTERS OP SPECIAL INTEREST 

2.1.1 Matters of special interest in this report are identified 
hereur>der: 

SUBJECT PARAGRAPH REFERENCE 

Qualification of Financial Statanents 

Albury-Wodonga (Victoria) Corporation 3. 1. 9 

Hospitals Superannuation Board 3. 8.10 
University of Melbourne 3.13. 8 - 3.13. 9 
Monash University 3.14. 9 - 3.14.10 
Victorian Economic Development 
Corporation 3.21. 8 

Grain Handling litprovanent Authorities 

Ownership of assets 3. 7. 6 - 3. 7.11 

Registrar of Co-operative Housing Societies 

Interest subsidies - permanent building 

societies 3. 7.14 - 3. 7.16 

Housing assistance schemes 3. 7.17 - 3. 7.18 

Housing Ccmmission 

Net deficit for 1981-82 3. 9. 5 

Interest relief scheme 3. 9. 9 - 3. 9.10 
Legal Aid Ccmmission 

Anruaal accounts 3.12.12 - 3.12.13 

Trust account 3.12.14 - 3.12.19 

State Electricity Coninission 

Accounting for exchange gains and 

losses 3.17. 7 
Interest capitalisation 3.17.13 - 3.17.18 
Leasirg arrangements 3.17.24 - 3.17.26 
State Superannuation Board 

Unclaimed refurxJs of contributions 3.19.10 - 3.19.11 
Reserve units accounts 3.19.14 - 3.19.16 
Board minutes 3.19.19 



3.1 ALBORy-WODCMIGA (VICTORIA) CORPORATION 

IntrcxJuction 

3.1.1 The Commonwealth of Australia and the States of New South Wales and 
Victoria entered into an agreanent called the "Albury-Wodonga Area 
Development Agreanent", on 23 October 1973. The purpose of the 
agreement is to promote the grcwth and development of the Albury-
Wodonga area and, to this end, the agreanent makes provision for the 
establishment of 3 corporations - the Albury-Wodonga Develc^anent 
Corporation, the princip>al working body of the project, arx3 two State 
corporations - constituted by acts of the parliaments of the 
Ccxnmonwealth and the two States, respaectively. The 3 corporations work 
as a single entity responsible to the ministerial council consisting 
of the appropriate Ccanranonwealth and State ministers. 

3.1.2 The Albury-Wodonga (Victoria) Corporation was established under the 
provisions of the Albury-Wodonga Agreement Act 1973. The principal 
functions of the corporation are to purchase, hold, manage and provide 
land in the areas designated for urban and regional develcDpment in the 
Wodonga area. 

Statutory Reporting Recjuiranents 

3.1.3 The Albury-Wodonga Agreanent Act 1973 requires the corporation to 
forward its audited accounts to the minister, as soon as is reasonably 
practicable after the 30 June in each year for tabling in Parliament. 

3.1.4 The accounts for 1981-82 were adopted by the corporation on 7 
September 1982 arx3 the audit report on these accounts was signed on 28 
April 1983. 

Char̂ ges in Legislation 

3.1.5 Under the terms of an agreanent between the Ccmnonwealth and Victorian 
governments for the provision of financial assistance for urban and 
regional develc^anent, loan funds have been provided by the 
Commonwealth government. Repayment of principal is not required for 10 
years but interest, calcaalated on the long terra bond rate, is payable 
fran the c3ate of each advance. Interest accrued is capitalised in the 
accounts. 

3.1.6 During 1981-82 an amerxinent to the Albury-WcxSonga Development 
(Financial Assistance) Act 1973 discharged the corporation's liability 
for repayment of principal and capitalised interest of $987 000 and 
§815 712 respectively in respect of an advance provided by the 
Commonwealth in 1973-74. The corporation has written-off the 
capitalised interest but continued to treat the principal as a Icjan 
liability. In audit c^inion the principal should have been treated as 
a non-repayable advance. This matter should be reviewed by the 
corporation. 



Financial Operations 

3.1.7 The f inancia l operat ions of the corporation for 1981-82 conpared with 
1980-81 a re summarised hereurxJer: 

1980-81 1981-82 
$ $ 

Incane 1 421 524 1 610 950 
Expenditure 11 084 882 10 724 229 

Deficit 9 663 358 9 113 279 

3.1.8 This result was occasioned primarily by the c:apitalised interest 
charges in respect of financial assistance provided by the 
Commonwealth and Victorian governments. At 30 June 1982 this interest 
amounted to §48 629 919 or 96 per cent, of the accumulated deficit of 
§50 598 744 (§41 485 465, 30 June 1981). 

Qualific:ation of the Corporation's Financial Accounts 

3.1.9 Since the year 1978-79 and each subsequent year the following 
qualification has been recorded on the accounts of the corporation: 

"As stated in notes 1 and 8 to the accounts, land and buildings are 
included at cost plus holding charges and no provision has been made 
for depreciation. 

It is further stated in note 1 to the accounts that no independent 
valuation of these assets has been obtained and it is recxjgnised that 
the book value may be at variance with market value. 

Because of the existence of this recognised variance, ar>d in the 
absence of an indeperx3ent valuation, I am unable to express an opinion 
on whether the balance sheet gives a true and fair view of the state 
of the affairs of the corporation as at 30 June 1982". 

Scope of Audit 

3.1.10 Section 23 of the Albury-Wodonga Agreanent Act 1973 provides for an 
annual audit of the accounts of the corporation by the Auditor-
General . 

3.1.11 In accordance with arrangements nade with the Ccmnonwealth Auditor-
General the detailed audit to trial balance stage, was performed by 
staff of the Commonwealth Auditor-General's Office in conjunction with 
their audit of the accounts of the ctevelcpment corporation. A verified 
trial balance of the Victorian corporation provided by the 
Commonwealth Auditor-General together with an audit report dated 12 
January 1983 were used by my officers for the purpose of the audit of 
the corporation's annual financial accounts. 

3.1.12 A firm of chartered accountants appointed by the Albury-Wodonga 
Development Corporation (Commonwealth body) act as internal auditors. 
Their reports are also made available for the purpose of my audit. 

3.1.13 Additional audit checks which included the verification of assets and 
liabilities of the corporation at 30 June 1982 were carried out. 



Audit Observations and ReccHnmendations 

Provision for Doubtful Debts 

3.1.14 Outstarjding lease debts were examined to enable an c:pinion to be 
formed on their collectability and hence the adequacy or otherwise of 
the corporation's provision for doubtful cfebts. Several instances were 
disclosed of doubtful ctebts which, in total, exceeded the provision. 
Audit has recommended a review of the method of determining that 
provision be undertaken. 

Conclusion 

3.1.15 i^rt frcsn the qualification on the financial statanents and the above 
matter, the results of the audit proved satisfactory. 



3.2 COUNCIL OF AOOLT EDUCATION 

Introductic»i 

3.2.1 The Ccxjncil of Adult Education Act 1981 which was proclaimed on 2 
December 1981 established, inter alia, a body corporate under the name 
of the Council of Adult Education. 

3.2.2 The main function of the council is to plan and supervise the 
adninistration and development of adult education in Victoria. The 
council also assists other bodies actually engaged in adult education 
in Victoria. 

3.2.3 The former council operated under the provisions of section 65 of the 
Education Act 1958 and the receipts and payments of that council were 
transacted through the Adult Education Trust Fund held at Treasury. 
The board of the new cxxancil is responsible for keeping proper 
accounts and records of the council's transactions and affairs. 

3.2.4 The council is allocated technical and further education grants from 
the Commonwealth government on a calendar year basis which form part 
of the Commonwealth trust funds kept and accounted for by the 
Department of Management and Budget. 

Statutory Reporting Recjuirements 

3.2.5 Sub-section (4) of section 19 of the Council of Adult Education Act 
1981 requires the board to furnish to the minister on or before 30 
September in each year a copy of the audited statement of accounts and 
a report on the operations and activities of the council during t:he 
year ending on the preceding 30 June. A copy of the audited statement 
of accounts and the report is also required to be laid before both 
Houses of Parlianent as soon as may be after it has been furnished to 
the minister. 

3.2.6 Unaudited accounts were adopted by the council on 26 August 1982 and 
forwarded to the Minister of Education. The finalised accounts of the 
council were adopted on 7 ;^ril 1983 and the audit report on the 
financial statements for the year ended 30 June 1982 was signed on 28 
/^ril 1983. 

Financial Cperations 

3.2.7 The financial cperations of the council for 1981-82 are summarised 
hereunder. As the statements are the first to be prepared on an 
accrual basis, conparative figures are not available. 

Inccare 
Expenditure 

Deficit 

3.2.8 In addition to the above, technical and further education grants for 
1981 totalling §160 000 were fully ejpended during 1981, and of the 

1982 grants totalling §141 500, §30 437 had been expended as at 30 
June 1982. 

3.2.9 Tt)tal net assets of the council at 30 June 1982 were §1 515 534. 
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5 
5 
695 
741 

46 

§ 
089 
950 

861 



Scope of Audit 

3.2.10 Sub-section (3) of section 19 of the Council of Adult Education Act 
1981 provides for an annual audit of the accxxints of the cxxincil by 
the Auditor-General. The audit comprised an examination of the various 
bcoks, accounts, records and related internal cxsntrol prcoedures arvS 
the verification of assets and liabilities of the council as at 30 
June 1982. The board of the council has been advised of a number of 
minor weaknesses in the operation of the accounting systens. Apart 
fran these weaknesses, which did not materially affect the financial 
results of the operations of the council, the results of the audit 
proved satisfactory. 



3.3 DANDENCWG VALLEY AUTHORITY 

Introduction 

3.3.1 The Dandenong Valley Authority, established urxSer the provisions of 
the Dandenong Valley Authority Act 1963, is responsible for 
ac3ministering the several provisions of the Dandenong Valley Authority 
Act 1963 including the better drainage of the waters of the Dandenong 
Creek and its tributaries, channels and watercourses, the inprovement 
of lands within the catchment thereof and the prevention of flooding 
and pollution. 

Statutory ReportirK; Recjuirements 

3.3.2 The act requires the authority, within 6 months after the close of 
each financial year, to submit to the minister a report of its 
proceedings and activities for the year accompanied by a statement of 
its ac(X)unts at the close of the year. 

3.3.3 The report and statanent of accounts are required to be tabled by the 
minister in both Houses of Parliament. 

3.3.4 The final accounts of the authority for the year ended 30 September 
1982 were received during the course of the audit and the audit report 
on the financial statements was signed on 17 March 1983. 

Financial Operations 

3.3.5 The financial cperations of the authority for the years ending 30 
September 1981 and 1982 are summarised hereunder: 

1981 1982 
§ § 

Operatir>g Income 4 235 612 5 015 563 
Operating Expenditure 4 122 624 4 945 889 

Excess of Operating Income over Operating 
Expenditure 112 988 69 674 

3.3.6 The total assets of the authority at 30 September 1982 were 
§55 802 234 (30 Septanber 1981, §50 615 765). 

Scope of Audit 

3.3.7 Section 13 of the Dandenong Valley Authority Act 1963, by virtue of 
the application to the authority of section 169 of the Water Act 1958, 
provides for an annual audit of the accounts of the authority. 

3.3.8 The review undertaken included the evaluation and testing of the 
authority's major revenue and expenditure systems and the verification 
of its assets and liabilities at 30 September 1982. 



Audit Observations and Recommendations 

Treatment of Loan Furxds 

3.3.9 The authority vvtien raising loan no. 77 specified that it was for river 
inprovement and drainage works, however §135 000 was subsequently 
applied to offices and depots in contravention of sub-section (2) of 
section 37 of the Dandenong Valley Authority Act 1963. This matter was 
brought to the attention of the authority during the course of the 
audit arx3 steps were taken to provide funds from other sources. 

Long Service Leave Payments Reserve Fund 

3.3.10 A review of long service leave payments indicated that the fund was 
not being conducted in accordance with section 13C of the Dandenong 
Valley Authority Act 1963. Sub-section (1) of section 13C of the act 
requires the authority to apportion as equally as possible between 
each arx3 every year the cost of making long service leave payments and 
this was not being acJhered to by the authority. 

3.3.11 Payments towards the cx)st of long service leave in the year ended 30 
Septanber 1982 totalled §37 516 and the fund balance at that date was 
§136 121. Audit estimated the required charge for the year to be 
§87 000 and the existing liability to exceed §300 000. 

3.3.12 Had the authority made tlie full provision of §87 000 in its 1982 
accounts the operating surplus of §69 674 would have been 
substantially reduced. 

3.3.13 Audit reccmmended: 

(1) that the authority examine the cperations of the fund and 
increase the contribution to the fund in line with the annual 
increase in liability; and 

(2) the existing liability should be calculated and the fund 
increased to reflect that liability. 

Conclusion 

3.3.14 ^art from the above matters and a number of minor weaknesses brought 
to the attention of the authority the results of the audit proved 
satisfactory. 

10 



3.4 FILM VICTORIA 

Introduction 

3.4.1 Film Victoria was established as a bocJy corporate uncSer the provisions 
of the Film Victoria Act 1981 which also abolished the Victorian Film 
Corporation and repealed the Victorian Film Corporation Act 1976. The 
act was proclaimed to operate from 10 March 1982. 

3.4.2 UrxJer the legislation all assets and liabilities together with the 
rights, obligations and responsibilities of the Film Corporation were 
taken over by Film Victoria. 

3.4.3 The functions of the corporation are: 

(1) to encourage, promote and assist in the prcx3uction, 
distribution, exhibition and broadcrasting of films and sound 
recordings for the entertainment and information of the public; 

(2) to uncSertake the production of films; 

(3) to promote and participate in any scherte for the financing of 
film production; 

(4) to prcnote the appareciation of films and sound recordings; and 

(5) to conduct research for the purpose of inprcjving the quality arx3 
effectiveness of films and sound recordings. 

Statutory Reporting Recjuirements 

3.4.4 Section 21 of the act requires the corporation, as soon as practicable 
after the end of each financial year and not later than 31 Dec»nber, 
to furnish the minister with a report of its operations and audited 
statanent of accounts for subsequent tablirg in Parliament. 

3.4.5 The final statements of accounts for the Victorian Film Corporation at 
9 March 1982 and Film Victoria for the period 10 March 1982 to 30 June 
1982 were finalised on 15 November 1982 and the audit r^ort on the 
financial statements was signed on 13 January 1983. 

Firancial Cperations 

3.4.6 The financial operations of the corporation (including those of its 
predecessor the Victorian Film Corporation to 9 March 1982) for 1981-
82, catpared with the 1980-81 operations of the Victorian Film 
Corporation are summarised hereunder: 

1980-81 1981-82 
§ § 

Inccme 644 252 900 714 
Expenditure 1 689 838 1 531 261 

Deficit 1 045 586 630 547 

3.4.7 Net assets of the corporation at 30 June 1982 were §2 064 166 (30 June 
1981, §1 645 713). 

11 



Scope of Audit 

3.4.8 Sub-section (3) of section 21 of the Film Victoria Act 1981 provides 
for an annual audit of the accounts of the corporation by the Auditor-
General. The audit work undertaken included the review, evaluation and 
testing of the corporation's revenue and expenditure systems and the 
verification of the assets and liabilities at 30 June 1982. Apart frcam 
a number of minor matters raised with the corporation, the results of 
the audit proved satisfactory. 

12 



3.5 GOVERNMENT PRINTING OFFICE 

3.5.1 At the date of preparation of the Decanber 1982 report the audit had 
not been completed and tradirg accounts in respect of 1981-82 had not 
been finalised by the Government Printing Office. However, certain 
other matters relating to the office were comnented upon in that 
report. 

3.5.2 Trading accounts for 1981-82 together with a statanent of balances at 
30 June 1982 were received by audit on 6 Decanber 1982. Although there 
is no statutory requirement for the Auditor-General to express an 
opinion on these financial statements they have been audited and 
details are included later in this section. 

Financial Cperations 

3.5.3 The cpera t ioas of tJie Goverment P r in t i rg Office are financed through 
the Government Printir»g of f ice Workirg Account, a t r u s t accxxint held 
in the Department of Management and Budget. 

3.5.4 The majority of cap i t a l expenditure i s financed through the Works and 
Services Account and i s not funded by the Government Pr int ing Office. 

3.5.5 Changes in accounting treabnent introduced during 1981-82 were: 

(1) bulk pxjstage cos ts incurred in r e l a t ion to manufactured work 
of f se t agains t sa les in 1980-81 a re shown as pa r t of 
manufacturing expenses in 1981-82; 

(2) in te rna l expenses for type inakirg previously t reated as a 
t r ans fe r in to prcx]uction, are shown as pa r t of manufacturirg 
expenses in the current year; and 

(3) a l l progress claims made by the Government Print ing Office on 
incompleted work were shown in the s ta tanent of balances as 
advance sa les in 1980-81, in 1981-82 only those progress claims 
paid p r i o r to 30 June 1982 are shown as advance s a l e s . 

3.5.6 The 1980-81 f igures used for conparative purposes have not been 
adjusted to r e f l ec t these changes. 

3.5.7 Financial s t a tanen t s for 1981-82 compared with 1980-81 are deta i led 
hereunder: 

MANUFACIURIN3 STAT£̂ E:NT 

Stock 1 July 
Paper, general , reprographics and 

sub-s tores 
Work in progress 

Purchases 
Materials 
Sub-contract work 

Less net internal transfers* 

1980-81 
§ 

1 777 279 
2 406 935 

2 644 383 
2 939 392 

9 767 989 
1 483 803 

8 284 186 

1 
2 

3 
3 

11 
1 

9 

1981-82 
§ 

016 494 
970 268 

819 778 
727 249 

533 789 
674 372 

859 417 
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Less Stock 30 June 
Paper, general, reprographics and 
sub-stores 

Work in progress 

Manufacturing expenses 

Cost of goods manufactured 

PROFIT AND LOSS STATEMENT 

Net .sales 

Less 
Cost of Goods .Sold 
Stock 1 July 
Purchases 
Net internal transfers* 
Cost of gcods manufactured 

Less Stock 30 June 

Gross Profit 

Less 
Se l l ing , d i s t r i b u t i o n and s to res 

expenses 
Administrative expenses 
Finance expenses 

Net Operating Prof i t 
Add non-operating inccme 

Net P ro f i t 
Accumulated Surplus 1 July 

Acc:umulated Surplus 30 June 

1980-81 1981-82 
§ $ 

1 016 494 999 280 
2 970 268 3 044 849 

3 

4 
6 

10 

986 762 

297 424 
659 404 

956 828 

4 044 

5 815 
7 690 

13 505 

129 

288 
392 

680 

1980-81 1981-82 
§ § 

18 576 548 23 312 567 

2 420 991 2 206 192 
3 576 239 6 358 279 
1 312 143 1 459 893 
10 956 828 13 505 680 

18 
2 

16 

2 

266 
206 

060 

516 

201 
192 

009 

539 

23 
2 

20 

2 

530 
865 

664 

648 

044 
737 

307 

260 

1 051 499 1 251 314 
949 374 1 283 586 
67 789 52 398 

2 068 662 2 587 298 

447 877 60 962 
56 231 55 584 

504 108 116 546 
2 403 604 2 907 712 

2 907 712 3 024 258 

* Transfers between departments within the Government Printirg 
Office 

14 



STATEMEOT OF BALANCES 

Funds ProvicSed Fran 
Treasure r ' s advances to workinig account 
WbrJcs and services advances for machinery 
Public Works Department works ar>d services 
Treasury payment 'Markers compensation 

Accximulated Surplus 

30.6.81 
§ 

3 004 405 
3 607 884 
431 000 
172 113 

7 215 402 
2 907 712 

10 123 114 

3 
4 

7 
3 

10 

30.6.82 
§ 

004 405 
000 953 
577 768 
314 954 

898 080 
024 258 

922 338 

Represented by: 

Current Assets 
Government pr in t ing off ice Working Acccxint 125 759 446 673 
Sundry debtors , including prepayments 3 949 517 3 858 000 
Stock on hand 6 194 917 6 910 626 

10 270 193 11 215 299 

Less Current L i a b i l i t i e s 
Sundry c red i to rs 
Accrued s a l a r i e s 
Advance .sales 

1 332 839 1 978 203 
73 485 110 885 

1 015 175 698 907 

2 471 499 2 787 995 

7 798 694 8 427 304 

Fixed Assets 
Motor vehicles , off ice equipment, 

machinery and equipment (a t cost) 
Provision for depreciat ion 
Capital works provided by Public 

Works Department 

Less Deferred L i a b i l i t i e s 
Deferred instalments - purchase of 

machinery 

3 050 761 3 221 184 
(847 851) (1 090 916) 

249 944 364 766 

2 452 854 2 495 034 

128 434 

2 324 420 2 495 034 

10 123 114 10 922 338 
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Stock on HarxJ 

3.5.8 Stock on hand at 30 June 1981 and 1982 shown in the statanent of 
balances of the Government Printing Office consisted of: 

30.6.81 30.6.82 
§ § 

At Cost 
Work in Progress 2 970 268 3 044 849 
Stock 

Paper s tore 
Stationery s tore 
Forms s tore 
Publications s to re 
General s tore 
Reprographic un i t s 
Sub-stores (securi ty stock) 
Postage stamps 

At Cost Plus Loadings 
Conpleted jobs not yet b i l l ed to c l i e n t s 

868 
345 
123 
858 
47 
29 
70 
1 

878 

6 194 

628 
883 
421 
594 
716 
861 
289 
963 

294 

917 

1 

1 

6 

911 778 
094 386 
58 678 
046 348 
35 228 
39 656 
12 618 

760 

666 325 

910 626 

Scope of Audit 

3.5.9 The audit included the documentation, evaluation and tes t ing of the 
Government Print ing Office 's major revenue and expenditure systems and 
the ver i f ica t ion of asse t s and l i a b i l i t i e s a t 30 June 1982. f^art fran 
the matters identif ied in my Decanber 1982 repor t and a number of 
minor internal control weaknesses brought to the notice of the office 
the r e su l t s of the audit proved sa t i s fac to ry . 
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3.6 GRAIN HANDLING IMPROVEMENT AUTHORITIES 

Introduction 

3.6.1 The Grain Handling Inprovement Authorities Act 1979 provicJed for the 
establishment of the following separate authorities from 22 December 
1979: 

Country Grain Handlir>g inprovement Authority 
Geelong Grain Handling inprovement Authority 
Portland Grain Handling inprovanent Authority 

3.6.2 The main functions of the respective authorities are to assist in the 
promotion and financing of improvements at the Geelong arx3 Portlarvd 
grain terminals and to assist in the est^lishment of a grain terminal 
in rorth-eastern victoria. 

Statutory Reporting Recjuirements 

3.6.3 The Grain Handling Inprovement Authorities Act 1979 requires each 
authority to provide the minister with a copy of its audited statanent 
of accounts. The minister is required to table such audited statanents 
before both Houses of Parlianrent. 

3.6.4 The finalised accounts of the authorities for 1980-81 were rec:eived on 
25 March 1982 and for 1981-82 on 21 February 1983. 

3.6.5 A summary of the circumstances surrounding the delay in finalisirg 
these audits follows: 

3.6.6 Section 5 of the Grain Handling Inprovement Authorities Act 1979 
provides the authorities with the power to enter into arrangements and 
contracts with the "relevant authorities" beirg the Coxintry Roads 
Board, the Geelong and I>ortland port authorities, the Grain Elevators 
Board, the Railway Construction and Property Board and the Victorian 
Railways Board for the financing of construction or the carrying out 
of works deemed necessary in meeting its objectives. The land on which 
the authorities construct or finance the construction of assets is 
neither owned by nor leased to these authorities. 

3.6.7 Given these circumstances audit sought clarification as to the 
ownership of assets constructed or financ:ed by the authorities. Whilst 
provision exists in the act for the authorities to divest themselves 
of assets, there is no facility for them to generate incxme and so be 
assured of their ability to repay borrowed noneys. 

3.6.8 Following completion of the 1980-81 audit these problems were raised 
with the authorities which were requested to ctetermine their financial 
relationship with the "relevant authorities". 

3.6.9 Consequently the authorities sought legal advice from their solicitors 
and t±iis advice was fowarded to the Department of Agriculture whic±i 
then sought the opinion of the Crown Solicitor. The Crown Solicitor's 
opinion of 20 Decanber 1982 advised that the matter should be resolved 
by anending the Grain Harx31ing Inprovement Authorities Act 1979. 

3.6.10 The Minister of Agriculture then wrote to the Grain Elevators Board 
requesting advice on the amencSments that should be made to the act in 
order to resolve the present difficulties and if necessary, validate 
the actions taken in the past. 
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3.6.11 At the date of preparat ion of t h i s report the matter ranains 
unresolved and only the audi t report on the f inancia l s t a t anen t s for 
1980-81 of the Country Grain Handling Inprovement Authority has been 
f inal ised as the authori ty had not incurred any expenditure on fixed 
asse ts .This report was signed on 20 April 1983. 

COUNTRY GRAIN HANDLING IMPROVEMENT AUTHORITY 

Financial Cperations 

3.6.12 The f inancial op^erations of the author i ty for 1980-81 compared with 
the period 22 Decanber 1979 to 31 October 1980 a re summarised 
hereunder: 

1980-81 1979-80 
§ § 

Incane 164 479 54 838 
Experrfiture 152 973 65 525 

Surplus (Deficit) 11 506 (10 687) 

3.6.13 Net asse ts of the authori ty a t 31 October 1981 were §819 compared with 
net l i a b i l i t i e s a t 31 October 1980 of §10 687. 

Scope of Audit 

3.6.14 Sub-section (3) of section 6 of the Grain Handling Inprovement 
Authori t ies Act 1979 provides for the audi t of the s ta tanent of 
accounts by the Auditor-General. The audi t covered substantive test ing 
of the au thor i ty ' s revenue and expenditure and the ve r i f i ca t ion of the 
asse t s and l i a b i l i t i e s of the authori ty a t 31 October 1981. 

Audit O b s e r v a t i o n s and Recommendations 

3.6.15 The following matters were raised in the audi t report on the books and 
accounts of the Country Grain Handling Inprovanent Authority for the 
year ended 31 October 1981: 

Loans 

3.6.16 The authority obtained a loan of §1.2 million on 17 June 1980 and at 
31 October 1981 the moneys had been invested in short-term deposits as 
no works had commenced. The practice of obtainirg loan funds 
substantially in advance of the development of work programs is not, 
in audit opinion, exercising sound fiscal polic:y. At the date of 
preparation of this report these moneys were invested on the short-
tenn money market. 

Approval to use Grain Elevators Board Staff 

3.6.17 Sub-section (3) of section 10 of the Grain Handling Inprcvenent 
Authorities Act 1979 provides for tlie authority, with the approval of 
the minister to make use of the services of any officer or atployee of 
any of the relevant authorities. Officers of the Grain Elevators Board 
have been involved on duties associated with t±ie authority but no 
approval has been sought. 

Conclusion 

3.6.18 ^part fran the above matters and others of a minor nature the results 
of the audit proved satisfactory. 
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3.7 HOME FINANCE TRUST AND REGISTRY OF CO-OPERATIVE HOUSING SOCIETIES 

Introduction 

3.7.1 The Home Finance Trust, constituted under the Home Finance Act 1962, 
is empowered to raise money from lending institutions for the pxjrpose 
of making housing loans on the security of first and second nortgages. 
Funds made available frcm lending institutions are, subject to 
approval of the Governor-in-Council, guaranteed by the Treasurer. 

3.7.2 The Registry of Co-operative Housing Societies, established under the 
Co-operative Housing Societies Act 1958, is responsible for the 
registration, acininistration and inspection of the books and accounts 
of co-operative housing societies and the allocation of furx3s derived 
frcm Ccxranonwealth-State Housing Agreanents, to such societies. The 
registry also administers the special housing assistance schanes and 
interest relief subsidies payable to permanent building scoieties on 
behalf of eligible home purchasers. 

Statutory Reporting Rec[uiranents 

3.7.3 The Home Finance Act 1962 does not provide for statutory reporting of 
the trust's cperations and consequently an annual report is rot 
presented to Parliament. 

3.7.4 The Co-operative Housing Societies Act 1958 requires the registrar, as 
soon as possible after the end of each financial year, to submit a 
report to the Treasurer of Victoria, and for such report to be tabled 
in Parliament. 

3.7.5 The finalised accounts for the Home Finance Trust were adopted by the 
trust on 21 December 1982 and the audit report was signed on 13 
January 1983. The financial statanents prepared by the registry were 
adopted on 13 ̂ ril 1983 and the audit report was signed on 28 April 
1983. 

Financial Operations 

Hcane Finance Trust 

3.7.6 A summary of the income and expenditure of the trust for 1981-82 and 
1980-81 is furnished below: 

Income 
Interest receivable from mortgagors and 
investments 

Less interest payable to depositors 
(including overdraft interest) 

Net Interest 
Interest SubsicSy - Treasurer of Victoria 
Other 

1980-81 
§ 

3 142 346 

3 395 412 

(253 066) 
384 700 
15 537 

147 171 

1981-82 
§ 

3 378 494 

3 844 627 

(466 133) 
689 750 
20 222 

243 839 
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1980-81 1981-82 
§ $ 

Expenditure* 
Contribution to Treasury 126 805 151 061 
Provision for doubtful debts 50 000 49 864 
Fees - Members of Trust 13 390 5 465 
Other 20 444 3 965 

210 639 210 355 

Net (Deficit) Surplus (63 468) 33 484 

* Salaries are not charged in the accounts of the trust. 

3.7.7 The trust's balance sheets at 30 June 1982 and 1981, are summarised 
hereunder: 

30.6.81 30.6.82 
§ § 

Accumulated Funds 
Accumulated surplus Heme Finance 
Funds Nos. 1 and 2 1 090 005 1 123 489 

Provisions 

Deferred Liabilities 

Current Liabilities 

Sundry Creditors 513 590 1 440 576 
Prepayments by mortgagors 178 158 398 635 

691 748 1 839 211 

Doubtful debts 175 000 175 000 
Interest fluctuation 150 000 150 000 

325 000 325 000 

Deposits by lending institutions 
and bank overdraft accommodation 34 550 877 32 494 986 

Mortgagors equity in repossessed 
properties 2 508 2 399 

34 553 385 32 497 385 

36 660 138 35 785 085 

Non Current Assets 

Loans secured by mortgage 32 491 185 33 602 939 
Contracts of sale on repossessed 
properties 19 880 19 786 

Invesbnents 100 000 
Fixed Assets 2 213 1 881 

32 613 278 33 624 606 
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Current Assets 

Term cSeposits and cash on hard 
SurxSry debtors 

3 

4 

36 

30.6.81 
§ 

495 040 
551 280 

046 860 

660 138 

30.6.82 
§ 

1 750 040 
410 439 

2 160 479 

35 785 085 

Registry of Co-cperative Housirtg Societ ies 

3.7.8 The reg i s t ry administers the Heme Purchase Assistance Account and the 
Home Builders Account No. 2. These accounts are revolvirg funds, 
whereby hcxising loan repayments and moneys received under 
Commonwealth-State housirq agreements are re-al located to co-operative 
housing soc ie t i e s for further lendir^. The financial operations for 
1981-82 carpared with 1980-81 are sumnnarised hereunder: 

(1) Home Purchase Assistance Account 

1980-81 1981-82 
§ § 

Balance 1 July 4 375 682 5 073 624 
Receipts 48 063 855 38 071 242 

52 440 537 43 144 866 
Payments 47 366 913 39 740 398 

Balance 30 June 5 073 624 3 404 468 

(2) Home Builders Account No. 2 

Balance 1 July 2 026 210 2 111 922 
Receipts 3 156 186 3 086 457 

5 182 396 5 198 379 
Payments 3 070 474 1 808 839 

Balance 30 June 2 111 922 3 389 540 

Scope of Audit 

3.7.9 The audit of the Home Finance Trust and the Registry of Co-cperative 
Housirg Scx:ieties was conducted pursuant to the provisions of the Heme 
Finance Act 1962 and the Audit Act 1958. 

3.7.10 The audit encompassed an examination of financial systems and 
transactions including an evaluation of internal controls and the 
degree of conpliance with relevant statutes and policy directives. 
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Audit Observations and Recommendations 

Hc3me Finance Trust 

Arrears 

3.7.11 Loan arrears increased substantially frcm §291 570 in 1981 to §396 327 
at 30 June 1982. The increase was mainly attributed to: 

(1) inadequate staffing in the arrears section; and 

(2) lack of positive action in arrears collection. 

Securities 

3.7.12 Inadequate controls existed over the custody and physical movement of 
documents held as security for loan advances. 

Conclusion 

3.7.13 /part frcam the above matters and a number of weaknesses in internal 
control brought to the attention of the trust, the results of the 
audit examination proved satisfactory. 

Registry of Co-operative Housing Societies 

Interest Subsidies - Permanent Building Societies 

3.7.14 Under the provisions of the Housing Assistance Act 1981, interest 
subsidies are available to eligible low income earners receiving loans 
fran permanent building societies. 

3.7.15 Major control weaknesses identified by audit in the schane were: 

(1) subsidy claims from building societies are paid without any 
check as to the accuracy thereof; 

(2) subsidies could be paid in respect of persons v^o are no longer 
eligible; and 

(3) additional subsidies are incurred where mortgage payments are in 
arrears. 

3.7.16 Audit reccmmended that subsidy claims be selectively verified and that 
steps be taken to ensure arrears are not subsidised. 

Housir^ Assistance Schanes 

3.7.17 The Registry of Co-operative Housing Societies is responsible for the 
administration of 4 housing assistance schanes, the first of which 
ccanmenced in 1977-78. Under these sciianes, loans are made available 
frcm cx>-operative building societies to eligible home purchasers at 
subsidised interest rates. Such loans are financed by bank overdraft 
guaranteed by the Treasurer of Victoria. At 30 June 1982, loan 
advances outstarx3ing under the 4 schanes totalled §64 209 118. 

3.7.18 The following matters raised in previous audit reports are still 
unresolved: 

(1) there is no specific legislation authorising the establishment 
of the housing assistance schanes and the audit thereof, 
including certification of financial statanents; and 
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(2) the legality of the Registrar of Co-operative Housing Scoieties 
acting as an agent for societies in the collection ard 
forwarding of loan repayments to lending banks warrants 
clarification. An audit recommendation that legal opinion be 
sought on this matter has not been acted upon. 

Home Purchase Assistanc:e Account 

3.7.19 The Ccrrmonwealth/State housir^ agreement provides for the Home 
Purchase Assistance Account to be debited with "management costs and 
other outgoings" relating to the operation of the account. However, 
the agreanent c3oes not specify how managanent costs are to be 
calculated. The management costs are c:urrently determined on the basis 
of recouping a percentage (usually 1/4 per cent.) of the interest 
charges incurred annually by the co-operative housing societies on 
advances outstanding. 

3.7.20 In audit opinion charges recouped on this basis, §979 782 in 1981-82, 
may bear little relationship to the actual costs involved and appear 
excessive. This matter has been raised in previous audit reports and 
although the Ministry of Housing agrees that the determination of the 
charges should be reviewed, no such review has taken place. 

Conclusion 

3.7.21 Apart frcm the above matters and a number of minor internal control 
weaknesses, the results of the audit proved satisfactory. 

Response by the Ministry of Housing 

3.7.22 The Ministry of Housing on behalf of the Home Finance Trust and the 
Registry of Co-operative Housirg Societies have advised: 

(1) implementation of the VILA computer system in 1983 will largely 
overcome cteficiencies in internal controls; 

(2) the arrears situation is expected to improve with the 
appointment of an arrears officer and the recommencement of 
regular arrears notices; 

(3) Home Finance Trust security details are to be included in the 
VILA computer system; 

(4) specific legislation covering the Housing Assistance Schemes is 
to be considered; 

(5) legal advice is to be sought on the powers of the Registrar of 
Co-operative Housirg Societies to act as an agent; and 

(6) registry inspectors are to incorporate verification procedures 
for interest subsidies in their audit program for permanent 
building societies. 
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3.8.2 

3.8 HOSPITALS SUPERANNUATION BOARD 

Introduction 

3.8.1 The Hospitals Superannuation Board operates under the provisions of 
the Hospitals Superannuation Act 1965. It is responsible for the 
administration of the Hospitals Superannuation Fund established under 
that act for the purpose of providing on a contributory basis a schane 
of sup^erannuation for employees of participating hospitals and other 
institutions. 

Benefits provided out of that fund are generally by way of both lunp 
sum and pension payable upon retirement, death or disability. 

Statutory Reporting Recjuiranents 

3.8.3 Section 9 of the Hospitals Superannuation Act 1965 requires the board 
each year, to submit to the minister, a report dealing with the 
general acininistration and working of the act which is to be laid 
before both Houses of Parliament. 

3.8.4 Sections 18 arx3 35ZA of the Hospitals Superannuation Act 1965 (as 
amended) required the board to cause triennial actuarial 
investigations to be carried out into the financial operations of the 
Hospitals Superannuation Fund. 

3.8.5 Provision is also made for every actuarial report carried out under 
sections 18 and 35ZA to be laid before both Houses of Parliament. 

3.8.6 The finalised accounts of the board for 1981-82 were received by audit 
on 23 November 1982. The audit report on the financial statanents was 
signed on 28 April 1983. 

Financial Cperations 

3.8.7 The financial operations of the fund for 1980-81 ccxipared with 1981-82 
are summarised hereunder: 

Inccane 
Life Assurance Costpanies' Scdiemes 
Interest 
Other 

13 322 599 7 092 721 
Transfer from Income Stabilisation Reserve 1 519 970 2 921 323 

1980-81 
§ 

8 482 132 
4 732 685 
107 782 

1981-82 
§ 

974 111 
5 978 096 
140 514 

Distribution of Income 14 842 569 10 014 044 
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3.8.8 Details of the inccme stabilisation reserve for 1981-82 conpared with 
1980-81 are: 

1980-81 1981-82 
§ § 

Balance 1 July 3 744 869 2 843 772 
Add 
Distribution of Fund Income 595 434 255 940 
Transfer from Withdrawal Surplus Account 23 439 284 812 

4 363 742 3 384 524 
Less 
Transfer to Income Account 1 519 970 2 921 323 

Balance 30 June 2 843 772 463 201 

3.8.9 Net assets of the fund at 30 June 1982 were §117 643 151 (30 June 
1981, §107 088 124). 

Qualific:ation of Board's Financial Statanents 

3.8.10 It was necessary to record the following c3ualific:ation on the 1981-82 
financial statanents of the board: 

"As indicated in note 1 to the accounts, certain investments of the 
fund are held in the names of trustee and life assurance ccnpanies. 
These investments have been included in the accounts on the basis of 
statements furnished by tlie abovementioned bodies and have rot been 
independently verified by audit". 

Actuarial Investigations 

3.8.11 Reports on the financial position at 30 June 1981 provided to the 
board irv3ic:ated that within the fund: 

(1) the Lump Sum Scheme was financially sourxS; 

(2) the Pension Schane in respect of: 

(i) Pension Contribution Fund had a surplus of §508 027; 
and 

(ii) Institutions Fund had a deficit of §781 221 at that date 
(§302 777 at 30 June 1978) and that the levy to 30 June 
1982 of 2.37 per cent, was inadequate and reccmmended a 
new levy of 3.91 per cent, for the period 1 July 1982 to 
30 June 1985. 

Scope of Audit 

3.8.12 Section 17 of the Hospitals Superannuation Act 1965 provides for an 
annual audit of the accounts of the fund by the Auditor-General. 

3.8.13 In addition, a firm of chartered accountants ^pointed by the board, 
conducted an audit c*i a regular basis throughcxit the year. Their audit 
programs and working p)^ers were examined, evaluated and accepted for 
the pxjrpose of ny audit. 
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3.8.14 Additional work was undertaken on various aspects of the board 's 
accounts to enable an opinion to be formed on the f inancia l 
s t a t anen t s . 

Audit O b s e r v a t i o n s 

Life Assurance Ccnpanies' Schemes 

3.8.15 At 30 June 1982 §66.97 mil l ion (30 June 1981 §64.78 mil l ion) was 
invested by the board in l i f e assurance ccanrpanies' schanes. 

3.8.16 The actuary, in h i s report of 23 November 1982, v*ien commenting upon 
Lump Sum Schane investments, a lso made connent in respect to Pension 
Schane investments. The actuary advised tha t the months following 30 
June 1981 were characterised by sharply r i s ing i n t e r e s t r a t e s and 
fallir>g share p r i ces . This s i t ua t ion had the effect of reducirg tJie 
r a t e of return on tJiose un i t s which were heavily weighted in ordinary 
shares and was the major factor behirx3 the re turn from t h i s form of 
investment decreasing from §8.48 mi l l ion in 1980-81 to §0.97 mil l ion 
in 1981-82. 

3.8.17 The decreased ra t e of return on invesbnents had the effect of reducirq 
the arount of income avai lable for d i s t r i b u t i o n to nembers accounts. 
However the board maintains an incone s t a b i l i s a t i o n reserve fran which 
sho r t f a l l s in investment returns may be supplanented. Durirg 1981-82 
§2.92 mil l ion was nade avai lable frcm the reserve for d i s t r i b u t i o n to 
nembers. 

Conclusion 

3.8.18 Apart from the above natters tlie results of the audit proved 
satisfactory. 
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3.9 HOUSING COMMISSI(»l 

Introduction 

3.9.1 The Hoxjsing Commission was constituted under the provisions of the 
Housing Act 1958. The main functions of the ccmmission are the 
provision of houses for letting or selling to eligible persons, 
inprovanent of existing housing conditions, urban redevelopment and 
the development and sale of larx3 for housing arx3 related purposes. 

3.9.2 For these purposes, the State has made loan allocations to the 
commission and the ccanmission, itself, has raised loan moneys by the 
issue of debentures. The major funds allocated to the ccxnmission for 
housing projects between 1945-46 and 1981-82, have been those advanced 
by the Commonwealth in terras of a series of Comnonwealth-State Housing 
Agreanents. The current 5 year Commonwealth-State Housing Agreanent 
1981 came into c)t:eration on 1 July 1981. Many municipalities have, in 
various forms, assisted the canmission with cash contributions, rate 
refunds and gifts of land for housing projects of a special nature. 

Statutory Reporting Recjuiranents 

3.9.3 Section 111 of the Housing Act 1958, requires the commission to 
finalise its accounts as soon as practicable after 30 June eacdn year. 
The audited acccxjnts are to be tabled in Parliament by the minister on 
or before 30 November or, if Parliament is not sitting, within 14 days 
after the next meeting of Parliament. 

3.9.4 The finalised accounts for 1981-82 were adopted by the commission on 15 
Novanber 1982 and the audit report on the accounts was signed on 13 
Decanber 1982. 

Financial Operations 

3.9.5 The financial cperations of the Housing Ccmmission for 1981-82 
ccnpared with 1980-81 are summarised hereunder: 

1980-81 1981-82 
§ § 

Income 103 097 296 114 351 213 
Expenditure 98 191 190 108 461 636 

Operatir^ Surplus 4 906 106 5 889 577 
Extraorxainary Items •• (24 703 460) 
Non-recurring Amounts 1 783 519 

Net Surplus (Deficit) 6 689 625 (18 813 883) 

3.9.6 Net assets of the ccmmission at 30 June 1982 were §51 536 214 (30 June 
1981, §71 565 519). This variation was occasioned primarily by the net 
deficit as shown above. 
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3.9.7 Material items effecting the above result are commented upon in the 
following paragraphs. 

(1) Rental Operations 

An increase in rental income for the year of §11 571 714, was 
negated by higher operating costs of §16 835 727. A net loss of 
§8 696 065 (§3 432 052, 1980-81) was incurred for the current 
year. 

(2) Extraordinary Items 

The two most significant items contributing to the deficit have 
been the provision created in recognition of decreased land 
values amounting to §12 540 272 and costs associated with the 
closedown of Holmesglen Constructions amounting to §10 879 689. 

(i) Revaluation Provision 

Section 19 of the Urban Land Authority Act 1979 provides 
for Crown land to be vested in that authority for the 
purpose of developxnent and/or resale. Net proceeds of 
property sales are repaid to the "owner". 

Pursuant to this section, the Housing Canmission vested 
land with the authority during 1981-82 with a book value 
of §42 060 864. Land sales for the year amounted to 
§4 499 342 leaving a book value of §37 561 522. The 
value of unsold land at 30 June 1982, as determined by 
the Valuer-General, amounted to only §25 021 250, a 
decrease of §12 540 272. Accordingly, the commission has 
written-down the value of such land by that amount. 

(ii) Holmesglen Constructions - Closedcwn Costs 

On 17 Decanber 1981, pursuant to govemnent directive, 
Holmesglen Constructions ceased operations. All 
financial and accounting entries after that date were 
treated as relating to the Housing Ccmmission and 
absorbed into their accxxints. At 30 June 1982, the 
closedown costs incurred by the commission amounted to 
§10 879 689. 

Scope of Audit 

3.9.8 The audit canprised the following segments: 

(1) detailed evaluation of the system of internal control in respect 
of the cash payments, salaries and day labour payments systans; 

(2) substantive testing of other accounting systems; 

(3) a review of the work performed by the internal audit section; 
and 

(4) verification of the annual financial statanents. 
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Audit Observations and Recommendations 

Interest Relief Schane 

3.9.9 In October 1981, the Ministry of Housing established an "interest 
relief scheme" designed to assist those borrowers who have genuine 
financial diffic:ulty as a result of the escalation of interest rates. 
Broadly, the scheme provides for a 12 months interest free loan 
representing the difference between current repaynents and original 
repayments. At present repayment corditions have not been determined 
nor has there been any apparent action to recoup overdue instalments. 
Adequate precautions to safeguard scheme funds e.g. caveats on titles, 
have not been instituted. 

3.9.10 Audit reccmmended that prompt action be taken to inprove control and 
thus safeguard public funds. 

Sundry Debtors 

3.9.11 Selective examination of subsidiary ledger records relatir>g to 
miscellaneous sundry debtors revealed the following internal control 
weaknesses: 

(1) inconplete source documents to substantiate amounts receivable; 

(2) failure to reconcile subsidiary records with general ledger 
accounts; 

(3) failure to follow-up outstanding debtors; and 

(4) failure to maintain an aged debtors listing. 

3.9.12 These weaknesses, v^ich could occasion undue delay in the collection 
of amounts receivable, have been brought to the attention of the 
commission which has taken appropriate action. 

Rental Arrears 

3.9.13 Rental arrears have continued to increase. At 30 June 1982 arrears of 
rents amounted to §4 816 619 or 7.62 per cent, of the net amount due 
compared with §3 666 233 or 6.53 per cent, in 1981. 

3.9.14 Of these, tenants in arrears 10 weeks and over increased from 
§1 297 029 to §2 094 466, an increase of 61.5 per cent. 

3.9.15 Audit reccmmended that aged arrears and collection procedures be 
further reviewed. 

Conclusion 

3.9.16 ^art fran the above matters, the results of the audit examination 
proved satisfactory. 
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3.10 INSTITUTE OF EDUCATIONAL ADKINISTRATION 

Introduction 

3.10.1 The Institute of Educational Administration was established as a body 
corporate tinder the provisions of the Institute of Educational 
Administration Act 1980. The objects of the Institute are generally to 
provide training programs in educational administration, to inprove 
the administrative ability of educational leaders and other Interested 
persons, to undertake researcdi, to inprove educational administration 
and to acjvise educational institutions in these tratters. 

Statutory Reporting Requiranents 

3.10.2 Ihe Institute ĉf Educational Aciministratioa Act 1980 requires the 
governing council of the institute to submit a report to the minister 
on its operations durirg the financial year ending 30 June together 
with the audited statement of acccxints. This report and stataiients are 
to be laid before both houses of Parliament by 31 Decanber. 

3.10.3 The finalised accounts of Che institute for 1981-82 were received by 
audit on 14 October 1982 and the audit report on the financial 
statements was signed on 26 November 1982. 

Financial Operations 

3.10.4 Ihe f inancial operations of the i n s t i t u t e for 1980-81 and 1981-82 are 
sumnarised hereunder: 

1980-81 1981-82 
$ $ 

Income 646 444 793 766 
Expenditiire 659 987 795 662 

Defici t 13 543 1 896 

3.10.5 Net asse ts of the i n s t i t u t e a t 30 June 1982 were $134 856 (30 J m e 
1981, $136 752). 

Scope o f Audi t 

3.10.6 Sub-section (3) of section 17 of the I n s t i t u t e of Educational 
Acininistration Act 1980 provides for an annual audi t of the accounts 
of the i n s t i t u t e by the Auditor-General. The accounting records were 
examined and the in te rna l controls and accounting systans in operation 
during the period were reviewed. The asse t s and l i a b i l i t i e s of the 
i n s t i t u t e a t 30 June 1982 were ve r i f i ed . 

Audit O b s e r v a t i o n s and Recomnendations 

Loan 

3.10.7 On 8 June 1982 the Treasurer, pursuant to section 8 of the Institute 
of Educational Acininistration Act 1980, gave his approval for the 
institute Co borrow $1.2 million from the State Bank of Victoria. The 
anDunC borrowed is Co be applied towards the construction of pranises 
in Geeloqg for the institute. Construction comnenced in Noveirber 
1982. 

30 



Conclusion 

3.10.8 The results of the audit examination proved satisfactory. 
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3 . 1 1 LA TROBE UNIVERSITY 

Introduction 

3.11.1 La Trobe University was established under the La Trobe Universi ty Act 
1964. 

3.11.2 Under tlie ac t tlie univers i ty i s a body p o l i t i c and corporate and i t s 
objects include the provision of t e r t i a r y education a t universi ty 
l eve l . 

Statutory Reportirtg Raguiranents 

3.11.3 The La Trobe University Act 1964 requi res the council of the 
univers i ty to prepare a statement of accounts a t 31 Decanber in every 
year for submission to the Auditor-General for aud i t . The audited 
accounts, together with i t s annual repor t on the univers i ty , are 
required to be forwarded by the council to the Governor-in-Council as 
soon as prac t icable a f t e r 31 March in each year . Copies of the report 
and the accounts are to 'oe laid before Par l ianent . 

3.11.4 The audit report was signed on 24 Decoriber 1982. 

Financial Cperations 

3.11.5 The un ive r s i t y ' s accounts s t ruc tu re i s based on recording income and 
expenditure into funds or groups of funds. 

3.11.6 The notes to the accounts of the univers i ty indicate tha t the accounts 
are kept on an accrual bas i s , but , as the univers i ty does not operate 
for the purpose of p r o f i t making, the conventional d i s t i nc t i on between 
cap i t a l and revenue expenditure i s not maintained in the accounts. 
Funds used for the purchase of equipnent, the construction of 
buildings or for other items regarded as cap i ta l expenditure in the 
normal accxxintirg sense are recorded as expenditure against the 
amounts received for such purposes in tlie year. 

3.11.7 The major source of funding was from Ccmmonwealth government grants 
provided under the S ta tes Grants (Tert iary Education Assistance) Act 
1978. Grants t o t a l l i ng §37 532 768 (1980, §32 232 143) were received 
for the year while other incane, cterived mainly frcm in te res t , 
donations and general service fees, amounted to §4 709 278 (1980, 
§4 324 901). 

3.11.8 Expenditure for the year amounted to §42 770 910 (1980, §36 364 750) 
r e s u l t i r g in a net d e f i c i t of §528 864. After taking into account the 
accumulated d e f i c i t of §404 705 brought forward from 1980 and the 
"write back" of several previously created provisions and reserves 
t o t a l l i n g §548 482 (now deaned by the univers i ty to be unnecessary), 
an overa l l accumulated cfeficit of §385 087 was carr ied forward to 
1982. 

Scope of Audit 

3.11.9 The audit for the year 1981 was conducted pursuant to section 38 of 
the La Trobe University Act 1964 and involved t±ie examination and 
evaluation of systems of internal control, including tJie work 
performed by the internal audit section and private auditors. 

3.11.10 Verification of assets and liabilities disclosed in the statenent of 
balances at 31 Decanber 1981 was also carried out. 
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Audit Observations and Reconnendations 

Children's Centre 

3.11.11 In my annual report to Parliament for the year erx3ed 30 June 1980, I 
reported that a defalc^ation involving irregularities in the accxxjnting 
for fees received frcm users had occurred at the centre. Wea3onesses in 
internal control were again evident in the year under review as audit 
was unable to determine that all amounts rec:eivable for the atterx3anc:e 
of children at the centre had been brought to account. Audit 
enquiries revealed that daily rolls were conpiled only vrtien staff had 
time to do so. 

3.11.12 appropriate action by the university to institute a systan which would 
provide better control over amounts receivable is considered necessary 
and has been brought to the attention of the university. 

Conclusion 

3.11.13 Apart frcam the above matter and a number of minor matters raised with 
the university, the results of the audit proved satisfactory. 

33 



3.12 LEGAL AID COMMISSION 

Introduction 

3.12.1 The Legal Aid Commission was established as a body corporate on 13 
February 1980 in accordance with section 3 of the Legal Aid Commission 
Act 1978. 1 September 1981 was proclaimed as the conmencement date for 
the provision of legal aid services by the commission. 

3.12.2 The activities of the following organisations: 

Australian Legal Aid Office - Victorian Division; 
Legal Aid Ccxnmittee, established under the provisions of the 
Legal Aid Act 1969; and 
Public Solicitor; 

are nc3w performed by the Legal Aid Ccsnmission which is empowered to 
continue any legal assistance granted to assisted persons by the 
previous agencies and to be responsible for any financial ccsnmitments 
of those bodies. 

3.12.3 The functions of the commission include: 

(1) the provision of legal aid services either by cjualified 
comraission staff or private practitioners; and 

(2) the control and managanent of the Legal Aid Fund established on 
1 September 1981 in accordance with section 41 of the act. 

3.12.4 Section 49 of the act allows the State to enter into agreements or 
arrangements with the Commonwealth in respect of, inter alia, the 
respective level of funding to be provided by the parties for tlie 
purpose of legal aid, sharing of establishment and operational costs 
and the delineation of the jurisdiction of law and the type of 
assisted person for whom each party will be responsible. An agreement 
covering these matters was entered into between the State and the 
Commonwealth on 20 Decanber 1979. 

Statutory Reporting Recjuirements 

3.12.5 Section 12 of the Legal Aid Ccxnmission Act 1978 requires the 
commission to present an annual report of its operations to the 
Attorney-General, during September, for tabling in Parliament. 
However, no requirement exists for audited financial statements to be 
included in the report or presented to Parliament. The commission is 
to forward a copy of the audited financial statanents together with 
the report of the Auditor-General to the Attorney-General as soon as 
is practicable. 

3.12.6 The financial accounts as adopted by the commission were finalised 
with audit on 15 April 1983 and the audit report on those accounts was 
signed on 28 ̂ ril 1983. 

Financial Operations 

3.12.7 The cxmmission ccxnmenced operations on 1 Septanber 1981. The results 
of the financial operation of the commission for the 10 month period 
to 30 June 1982 are summarised hereunder: 
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Legal Aid Fund 

Receipts 
Government grants 
Solicitor's Guarantee Furxa 
Client's contribution to costs 
Costs recovered 
Interest on invesbnents 
Sundry 

Total Operating Receipts 
Legal Aid Committee Fund 
Establishment grants 

Total Receipts 

Payments 
Pre-comnencanent ca.ses 
Post-comnencenent cases 
Salar ies 
Administration 
Refund of client contributions 

Total Operating Payments 
Establishment costs 

Total Payments 

Balance 30 June 1982 

Trust Account 

Receipts 
Payments 

Balance 30 June 1982 

3.12.8 The financial operation of the Legal Aid Fund recorcSed a net cash 
position of §490 420 for the 10 month period ended 30 June 1982. 
However, as the result has been c3etermined on the basis of cash 
receipts and payments, items such as accxxints rec:eivable §1 697 477 
arx3 accounts payable §4 040 407 have been excluded. Had such items 
been included a substantial deficit would have been disclcased. 

6 
5 
1 

14 

14 

6 
3 
2 

13 

14 

994 
097 
300 
430 
372 
7 

203 
344 
51 

600 

212 
422 
926 
862 
61 

486 
623 

109 

490 

100 
95 

5 

143 
435 
772 
871 
585 
992 

798 
770 
441 

009 

554 
439 
794 
814 
715 

316 
273 

589 

420 

§ 
996 
702 

294 
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3.12.9 The ccmmission as from 1 September 19iii dn^buiMcu ..s-̂ poin̂ .̂  _, --—-he 
Legal Aid Committee's staff superannuation fund in accordance with 
section 52 of the Legal Aid Ccmmission Act 1978. The fund was 
established by a trust deed and has a balance date of 30 April. For 
the period ended 30 April 1982, the fund had a membership of 5 and 
incurred a deficit of §40 990; however the fund had assets of §133 956 
at that date. 

Scope of Audit 

3.12.10 Section 42 of the Legal Aid Canmission Act 1978 provides for an annual 
audit of the accounts of the ccmmission by the Auditor-General. 

3.12.11 The scope of the audit included an examination of receipts, payments, 
salaries, investments, amounts owed by assisted persons, creditors, 
client history files and supserannuation fund and the verification of 
the annual financial statanents. 

Audit Observations and Recoaunendations 

Annual Accounts 

3.12.12 The following annual financial accounts of the commission are prepared 
on the bases indicated: 

(1) Legal Aid Fund - prepared on a c:ash basis; and 

(2) Superannuation Fund - prepared on an accrual basis. 

3.12.13 Audit reccmmended that legislative amerdment be sought to require the 
annual financial statements of the Legal Aid Fund to be prepared on an 
accrual basis. 

Trust Account 

3.12.14 Section 16 of the Legal Aid Ccmmission Act 1978 requires that the 
director or any officer of the commission when practisirg as a 
solicitor shall observe the same rules arx3 standards of professional 
conduct as required of a solicitor in private practice. Also the 
director shall be deaned to be a firm of solicitors and all qualified 
legal staff are regarded as being enployees of that firm. Section 16 
also requires that the director and anplcsyees hold current practising 
certificates issued in accordance with the Legal Profession Practice 
Act 1958. 

3.12.15 The Legal Profession Practice Act 1958 requires that any trust accxxint 
operated by the holcSer of a practisir>g certificate must be subject to 
a yearly independent audit examination by a practising public 
accountant. 

3.12.16 The ccmmission operates a trust accxxint titled "Legal Aid Ccmmission 
Trust Accxxjnt" and to ccaiply with the requirements of the Legal 
Profession practice Act 1958 had the trust account audited to 31 March 
1982 by a practising piublic accountant. 

3.12.17 The Law Institute of Victoria questioned tlie keeping of the trust 
account in the name of the commission ratJier t:han in the name of the 
holder of the practising certificate. 
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3.12.18 To comply with this directive, the commission has proposed to change 
the title of the trust account to the name of the holder of the 
practising certif ic:ate who, by the st:atutory provisions of the Legal 
Aid Canmission Act 1978, is the incajmbent of the position of Director, 
Legal Aid Commission. 

3.12.19 Audit is of the opinion that a conflict exists between the 
requiranents of the Legal Aid Commission Act 1978 and the Legal 
Profession Practice Act 1958 in respect of the accounting and auditing 
provisions associated with the cperation of the trust account. Audit 
recommerxjs that urgent action be taken to resolve this conflict. 

Accxxints Payable 

3.12.20 The Legal Aid Cormission does not have a systan for recording unpaid 
invoices received in respect of legal services and aciministrative 
costs. At 30 June 1982 the cxinmission had prepared a listir>g of unpaid 
invoices which totalled §4 040 407. Audit examination disclosed that 
this total could not be verified and subsequently the commission 
excluded cSetails of the accounts payable from the notes accxxpanying 
its annual financial statanents. 

3.12.21 Audit recommerxjed that a system be implemented whereby the value of 
accounts payable can be accurately cJetermined and included in the 
commission's annual financial statanents. 

Conputer Systems 

3.12.22 The commission uses the facilities and services of several computer 
service bureaux to operate its ccarputerised systems. With the 
exception of the payroll system, the commission did not maintain 
acSecjuate documentation of its computer systems. Audit considers that 
documentation of computer systans, programs, cperations ard all 
related procedures is necessary for a complete and accurate 
understarxJing of the cxaiputer processing activities and their impact 
on user groups. 

3.12.23 Audit recxmmended that the cx3mmission adc^t a policy of adequately 
documenting all its cxanputerised systans. 

Intenal Audit 

3.12.24 At the present time the commission (3oes not have an internal audit 
function arxa audit reccmmerxJed that consideration be given to the 
creation of an internal audit function within the canmission. 

Conclusion 

3.12.25 Apart from the above matters and minor weaknesses, brought to the 
attention of the commission, the result of the audit proved 
satisfactory. 
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3.13 THE UNIVERSITY OF MELBOURNE 

Intrcxjuction 

3.13.1 The University of Melbourne was established by an act of Parliament in 
1853. The law relating thereto is now consolidated under the Melbourne 
University Act 1958. Under the act the university is a body politic 
and corporate and its objects include the provision of tertiary 
education at university level and various research activities. 

Statutory Reporting Recjuiranents 

3.13.2 The Melbourne University Act 1958 requires the council of the 
linix/ersity to prepare an annual statanent of accounts for submission 
to the Auditor-General for audit. ;^art frcm the Melbourne University 
Press vrfiich reports at 30 Septanber, the balance date for university 
accounts is 31 December in each year. The annual report of the 
university containing the audited accounts is required to be forwarded 
by the council to the Governor. A copy of the report is to be laid 
before Parliament. 

3.13.3 The audit report was signed on 31 Decanber 1982. 

Financial Operations 

3.13.4 The inccme and exper>diture in respect of the major functions of the 
university - teaching, research and related support services, together 
with trust fund cperations, are summarised in a financial statanent 
styled the "canbined statement". The financial cperations of the 
university's many other activities are reported by means of a series 
of separate financial statanents. 

3.13.5 The university's accounts structure is based on recordirjg income and 
exper\diture into funds or groups of funds. The notes to the accounts 
irvdicate that the accounts of combined statanent funds are maintained 
and published on an accrual basis, but, as the university does not 
operate for the purpose of profit making, the conventional distinction 
between capital and revenue experxJiture is not maintained in the 
accounts. Funds used for the purchase of equipment, the construction 
of buildings or for other itans regarcSed as capital expenditure in the 
normal accounting sense are recorded as expenditure against the 
amounts received for such purposes in the year. 

3.13.6 The major source of funding was frcm Ccmnonwealth government grants 
provided under the States Grants (Tertiary Education Assistance) Act 
1978. Grants totalling §91 141 000 (1980, §78 253 000) were received 
for the year while other inccme, derived mainly from research grants 
{both governmental and private), interest on investments, donations 
and amenities and general service fees, amounted to §26 104 963 (1980, 
§26 146 058). 

3.13.7 Fran total funds available, §148 663 591 (including the accumulated 
surplus of §31 417 628) brought forward fran 1980), a sum of 
§115 894 497 (1980, §97 718 607) was expended during the year leavir^ 
an overall surplus of §32 869 521 (after taking into account net 
adjustments of §100 427 not reflected in the combined statanent) to be 
carried forward to 1982. 
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Qualification of University's Financial Statements 

3.13.8 Changes in the method of investment of funds of the Academic Staff 
Retirement Fund occurred during the year. The fund's investments, now 
associated with investment linked superanruiation policies, were 
included in the accounts on the basis of information prcavided by the 
fund managers. 

3.13.9 Bec:ause of the inability of audit to confirm the accxiracy of 
statements provided by the fund managers, it was nec:essary to record 
the following cjualification on the 1981 accounts of the university: 

"As stated in note 6 to the accxxints, certain investmentis of the 
Academic Staff Retirement Fund are held in the names of fund managers. 
These investments, totalling §24 980 793, have been included in the 
accxxints on the basis of statements furnished by the fund nanagers arx3 
have not been irxSependently verified by audit". 

Scope of Audit 

3.13.10 The audit for the year 1981 was conducted pursuant to section 41 of 
the Melbourne University Act 1958 ar>d involved tJie examination and 
evaluation of systems of internal control, including the vork 
performed by the internal audit section. Verification of assets and 
liabilities in the statement of balances at 31 December 1981 was also 
carried oxat. ̂ art frcm the need to qualify the accounts and to raise 
a number of minor matters with the university the results of the audit 
proved satisfactory. 

39 



3.14 MONASH UNIVERSITY 

Introduction 

3.14.1 Monash University was established under the Monash University Act 
1958. 

3.14.2 In terms of the act, the university is a bocJy politic and corporate 
and its objects include the provision of tertiary education at 
university level and the advancanent of knowledge and its practical 
application by means of research. 

Statutory Reporting Recjuiranents 

3.14.3 The Monash University Act 1958 requires the cxxincil of the university 
to prepare a statanent of accounts at 31 December in every year for 
submission to the Auditor-General for audit. The audited accxxints, 
together with its annual report on the university are required to be 
forwarded by the council to the Govemor-in-Council as soon as 
practicable after 31 March in each year. Ccpies of the accxxints, and 
the report are to be laid before Parliament. 

3.14.4 The audit report was signed on 24 Decanber 1982. 

Financial Operations 

3.14.5 The university's accounts structure is based on recording incane and 
expenditure into funds or groups of funds. 

3.14.6 The notes to the accounts indicate that the accounts are kept on an 
accrual basis, but, as the university does not c^erate for the purpose 
of profit makir^, the conventional distinction between capital arxS 
revenue expenditure is not maintained in t±e accounts. Funds used for 
the purchase of equipment, the construction of buildings or for other 
itans regarded as capital experxSiture in the normal accounting sense 
are recorded as expenditure against the amounts received for such 
purposes in the year. 

3.14.7 The major source of funding was from Ccmnonwealth government grants 
provided under the States Grants (Tertiary Education Assistance) Act 
1978. Grants totallir^ §73 477 659 (1980, §64 528 570) were received 
for the year viiiile other incane, derived nainly frcm research grants 
(both governmental and private), interest on investments, donations, 
general service fees and outside earnings amounted to §14 678 628 
(1980, §11 051 134). 

3.14.8 Fran total funds available, §97 451 500 (includirg the accumulated 
surplus of §9 295 213 brought forward fran 1980) a sum of §83 832 161 
(1980, §74 700 120) was expended by the university during the year, 
leaving an overall surplus of §13 619 339 to be carried forward to 
1982. 

Qualification of University's Financial Statanents 

3.14.9 A new superannuation scheme was established by the university during 
the year replacing to a large extent schemes previously in operation. 
The scheme's investments, new associated with investment linked 
superannuation policies, were included in the accounts on the basis of 
information provided by the fund managers. 
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3.14.10 Because of the inability of audit to confirm the accuracy of 
statements provided by the fund managers, it was necessary to record 
the following c3ualific:ation on the 1981 financial statements of the 
university: 

"As stated in note 6 to the accounts, certain investments of the 
Superannuation and Pension Schanes are held in the names of fund 
managers. These investments have been included in the accounts on the 
basis of statements furnished by the fund managers and have rot been 
independently verified by audit". 

Scope of Audit 

3.14.11 The audit for the year 1981 was conducted pursuant to section 36 of 
the Monash University Act 1958 and involved the examination and 
evaluation of systems of internal control, including the work 
performed by the internal audit section. Verification of assets and 
liabilities disclosed in the statanent of balances at 31 December 1981 
was also carried out. Apart from the need to qualify the accounts and 
to raise a number of minor natters with the university, the results of 
the audit proved satisfactory. 
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3.15 NATIONAL GALLERY OF VICTORIA 

Intrcxauction 
, 15 1 The council of Trustees of the National Gallery of V ic to r i a was 
^ • ^ ' S L t S u t e d under the National Gallery of Vic to r i a Act 1966. 

- ,15 9 The council i s responsible for the management and administration of 
' •^^•^ S e S i o i a l G a l l e r f o f Vic to r ia arx3 the Banyule Gallery I t i s also 

S s p o n s i b l e for the acqu is i t ion , d isplay and preservat ion of the State 
c o l S S i o n of works of a r t s arxS a s s i s t s in the pronotion and 
supervision of a r t education throughout V ic to r i a . 

Sta tutory Reporting Requiranents 

3 15 3 The National Gallery of Vic tor ia Act 1966 requires the council to 
furnish to the minis ter on or before 30 September in each year a 
repor t containing a fu l l account of i t s inccme and expenditure for the 
previous year to 30 June audited by the Auditor-General. This report 
i s then to be tabled in Parliament. 

3.15.4 As indicated in my April 1982 repor t the accounts for 1980-81 were 
returned to the ccxincil for necessary adjustment. The finalised 
f inanc ia l statements were re-subni t ted for audit on 8 November 1982, 
together with the statements in respect of the financial year ended 30 
June 1982. The audi t repor t s on the f inancial s tatanents for the two 
years were signed on 1 December 1982. 

Financial Operations 

3.15.5 A summary of the overa l l cperat ions of the council for the years 1980-
81 arx3 1981-82 i s given hereunder: 

Incane 
Expenditure 

Surplus 

3.15.6 Net assets of the council at 30 June 1982 were §6 012 160 (30 June 
1981, §5 139 245). 

Scope of Audit 

^ 15 7 The audi t , covering the years 1980-81 and 1981-82, was conducted 
pursuant to sub^seStion (1) of section 17 of the National Gallery of 
v i c t o r i a Act 1966. The audit work undertaken included an examination 
of the accounting systan and a review and evaluation of internal 
controls together with verif icat ion of the asse t s and l i a b i l i t i e s 
d ? S S i ^ i i T S e s ta tanents of balances a t 30 June 1981 and 1982. 

1980-81 
§ 

2 531 380 
1 253 055 

1 278 325 

1981-82 
§ 

3 232 560 
2 359 646 

872 914 
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Audit O b s e r v a t i o n s and Recoamendations 

3.15.8 The following matters were discu.ssed with responsible off icers of the 
gal lery during tlie audit and brcxight to the a t ten t ion of the council 
in an audit report upon the books and acccxints for the two years under 
review: 

(1) the unreasonable idelay in submission of the f inalised financial 
s ta tanents for audi t in respect of the year 1980-81; 

(2) the d e s i r a b i l i t y of est£il:)lishing an accounting systan which is 
more appropriate to the needs of the council and which embodies 
the necessary in ternal oontrols; 

(3) trie importance of internal check in the cJebtors, receipting and 
banking functions; 

( i ) the need to take act ion to eliminate control weaknes.ses in 
resi^ect of publ icat ions stocktaking prcoedures and to provide 
f inancial control over stocks held in the bookshop; 

(5) internal control would be improved in the accounts payable 
sect ion if a l l supporting documentation wa.s cancelled when a 
voucher was passed for payment; and 

(6) although raised in a previous audi t report , securi ty over works 
of a r t , including the de s i r ab i l i t y for regular stocktaking and 
insurance cover over valuable i t ens , s t i l l requires review by 
the ccxincil. 

Conclusion 

3.15.9 Apart fran the above and a number of minor na t te r s brought to the 
a t tent ion of the council the audit proved to be satisEactory. 

Response by the M i n i s t r y 

3.15.10 The reply by the ministry dated 5 January 1983 to the matters raised 
in the' audit ceport s tated that appropriate action had been taken or 
i s in ccHirse to: 

(1) expedite the preparat ion of future annual financial s ta tanents ; 

(2) maintain the financial records on the accrual l^asis of 
accounting; 

(3) provide improved in ternal check in the debtors/receipting and 
hfifiking functions; 

(4) overcome previous problems associated with the stocktaking of 
publ icat ions; and 

(5) cancel a l l supporting documentation a f te r accounts have been 
paid. 

3.15.11 The ministry a lso s ta ted in the reply that "matters re la t ing to 
p>revious audi t reports regarding securi ty over works of a r t , ^ regu la r 
stocktakes and insurance coverage i s taken on advice and noted". 

43 



3 . 1 6 PORT OF GEELONG AUTHORITY 

Introduction 

3.16.1 The port of Geelong Authority was establ ished by the Port of Geelong 
Authority Act 1958. 

3.16.2 The objectives of the a u t i o r i t y as la id down by the Commissioners of 
tiie authori ty are: 

(1) to operate as a prof i tab le canmercial en te rpr i se playing a 
s ign i f ican t pa r t in carefully selectcid segments of shipping 
cargo and the ship^-repair irarket; 

(2) to contr ibute to the (Overall development of trie Geelong region 
by integrating tiie port into a worl(3 wicte systan of total 
d i s t r ibu t ion of imports and exports; and 

(3) to contr ibute to an e f f i c ien t ani3 econonical t ransport .systen 
wit.'Tin v i c t o r i a . 

Statutory Reporting Recjuiranents 

3.16.3 The Port of Geelong Authority Act 1958 requires the authori ty to 
f ina l i se i t s accounts as soon as prac t icable a f t e r 31 Decanber in each 
year and have such accounts audited by tlie Auditor-General p r io r to 
than being tabled in Par l ianent . 

3.16.4 The f inal accounts of tlie authori ty were received during the course of 
the audit and the audit report on the f inancial statements was signed 
on 14 April 1983. 

Legislat ive Charges 

3.16.5 The Public Authori t ies (Sinking Funds) Act 1982 repealed sect ion 95 of 
the Port of Geelorvg Authority Act 1958 vAiich required the authori ty to 
maintain a sinking fund to pay off the pr inc ipa l sums borrowed under 
the ac t . The balance of the fund §150 665 was transferred to the 
general reserve. 

Financial Operations 

3.16.6 The financial cperations of the authori ty for the years ended 31 
Decanber 1981 and 1982 are summarised hereunder: 

Operatirtg Revenue 
Operating Expenses 

Net Prof i t from Port cperations 
Invesbnent and Extraordinary incane (net) 

Net Prof i t 

3.16.7 The increase in net profit for tlie year was due mainly to: 
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5 

1 
1 

2 

1981 
§ 

918 410 
566 874 

351 536 
170 902 

522 438 

1982 
§ 

10 535 190 
7 712 563 

2 822 627 
1 333 463 

4 156 090 



(1) higher charges for por t sevices which ĉ ame into effect on 15 
February 1982, 

(2) an increase in the number of vessels using port f a c i l i t i e s , and 

(3) an increase in income from investments, 

3.16.8 The net a sse t s of the authori ty a t 31 Decanber 1982 were §42 784 481 
(31 December 1981, §38 519 759). 

Scope o f Audi t 

3.16.9 Section 86 of the Port of Geelong Autlori ty Act 1958 provides for an 
annual audit of the accxxints of the authori ty by the Auditor-General. 

3.16.10 The audit consisted of an appraisal of the soundness of the accountirg 
methods carployed and the effectiveness of the systens of internal 
control rnaintained by the author i ty . Assets and l i a b i l i t i e s a t 31 
Decanber 1982 were ver i f ied . Sat isfactory explanations were given in 
respect of the iratters raised during the course of the audi t . 
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3.17 STATE ELECTRICITY COMMISSION 

Introduction 

3.17.1 The State Electricity Commission of Victoria is constituted under the 
State Electricity Commission Act 1958. The principal functions of tlie 
Commission are: 

(1) to ensure a safe, econonical and effective supply of electricity 
to the State; and 

(2) to establish and improve viorks for the generation, distribution, 
supply and use of electricity throughout Victoria and in the 
process, applying the natural resources of the State, 
particularly brown coal. 

Statutory Reporting Recyiiranents 

3.17.2 The State Electricity Ccmmission Act 1958 requires the cxinmission to 
prepare at die end of each financial year a profit and loss account 
and a balance sheet in re.speot to its electrical undertakings. An 
audited coi:iy of the balance sheet and profit loss account is to be 
included in the annual report of the ccmmission, which is to be laid 
before loth Houses of Parliament on or before tlie 30 Nbvember in each 
year. 

3.17.3 The finalised accounts for 1981-82 were adopted on 23 Novanber 1982 
and the audit report was signed on 24 November 1982. 

Financial Cperations 

3.17.4 The financial cperations of the canmission for 1981-82 canpared with 
1980-81 are summarised hereunder: 

1980-81 1981-82 
§000 §000 

Incane 890 687 1 088 444 
Expenditure 812 807 1 012 360 

48 994 

26 500 

2 386 

59 687 

10 800 

5 597 

Net revenue prior to statutory contributions 77 880 76 084 
to Consolidated Fund of Victoria 

Less 
Provision for statutory contributions to 
Consolidated Fund of Victoria 

Other provisions and appropriations 

Balance of revenue transferred to general 
reserve 

3.17.5 Net assets of the commission at 30 June 1982 were §183.76 million 
(§165.75 million at 30 June 1981). 

3.17.6 rxiring 1981-82, the commission made a major policy charge in respect 
of the method of accounting for accruals at balance date. The change 
principally provided for all invoices in excess of §10 000, which were 
received after 30 June but which related to the previous financial 
period, to be accounted for, where practicable, in the period to which 
they related. The financial effect of the change in policy on the 
accounts for the period urx3er review was as follows: 
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39 

13 

25 

134 

898 

235 

§ 

140 

249 

891 

Item Increase 
?000~ 

Fixed assets 135 000 
Other assets 7 OOO 
Operating expenses 5 000 
Accaints payable and 
miscellaneous accruals 147 000 

3.17.7 With effect from 1931-82, the commission implanented a policy change 
in respect of accounting for realised and unrealised exchange gains 
and losses on financing transactions. Under the changed procedures, 
exchange gains and los.ses, both realised and unrealised, are recorded 
in a deferred charges acccxint for amortisation over the remaining 
period to settlement. Previcxisly, reali-sed exchange gains and losses 
were capitalised by way of addition to the value of the asset to v*iich 
the loan applied and unrealised excharqe gains and losses were not 
brought to account but were disclosed as a note to the accounts.The 
financial effect of the policy change on the commission's accounts for 
the year is summarised below: 

Net realised/unrealised exchange 
losses 

Less net loss charged to Revenue 
Account for year 

Balance 30 June 1982 
Deferred Charges Account 

Scope of Audit 

3.17.8 Section 79 of State E.Tectricity Commission Act 1958 provides for the 
audit of the accounts of the canmission by the Auditor-General. The 
sccpe of the audit included: 

(1) a review of the commission's cJepreciation policy; 

(2) substantive testing of certain lease payments; 

(3) consideration of certain aspects of the commission's 
'capitalisation of interest' policy; 

(4) a review of the plans, prograns, reports and vorking papers of 
the internal auditor; 

(5) examination of the procedures relating to balance cJate 
accruals; 

(6) evaluation of the materials management system and related stcok 
checking procedures; and 

(7) verification of the cxaimission's 1981-82 revenue account and 
balance sheet. 

Audit Observations and Recoamendations 

Depreciation 

3.17.9 A review of the cxanmission's c3epreciation policy disclosed that a 
numter of practices adopted by the ccmmission for the c3epreciation of 
non-current assets are at variancre with Australian accounting 
standards. 
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3.17.10 The extent to which the departures from die standards impact the 
annual depreciation charge has not been determined by the canmission. 

3.17.11 The area which could have the greatest significance concerns the 
calculation of depreciation charges for assets within the transmission 
and distribution systans. Assets within these .sytans are regarded by 
the commission as having a continuing function and in view of the 
probleiTis of individual identification and recording, the assets are 
grouped for depreciation purposes. Depreciation for tliese assets is 
assessed using weighted average lives and no adjusbnents are made for 
early retiranent or for continuance in service beyond assessed lives. 

3.17.12 Audit recommended that the commission take action to provide 
information which would quantify the effect that tlie depreciation 
practices in question have on the annual depreciation charge. 

Interest Capitalisation 

3.17.13 Under a policy which has been applied by the State Electricity 
Ccxnmission since 1 July 1979, interest during construction on major 
projects is capitalised until the asset first comes into service. The 
capitalised interest forms part of the value of the asset and is 
written off over the depreciable life of the asset. 

3.17.14 On 2 Decanber 1981, unit 3 of the Yallourn W power station came into 
service. On that date, the canmission ceased capitalisation of 
interest on units 3 and 4 of Yallourn W even tliough the latter unit 
was not commissioned until 31 March 1982. 

3.17.15 Audit considered that it could reasonably be contended that unit 4 
constituted a separate asset and, as such, interest capitalisation on 
unit 4 should have continued until 31 March 1982. 

3.17.16 The commission contended that the word "asset" referred to in its 
policy was, in effect, the project and not the individual assets 
contained wit±in the project. To overcome problems of interpretation 
of the word "asset", t±ie commission varied the wording of its policy 
in 1981-82 so that interest during construction of major projects is 
capitalised until the project either in part or in its entirety is 
first canmissioned, and the interest so capitalised forms part of the 
value of the project and is written off over the ctepreciable life of 
the project. As the date on which unit 3 came into service was deemed 
by the commission to be the date on v̂ îch part of the project was 
first canmissioned, interest capitalisation on the project ceased on 2 
December 1981. 

3.17.17 The financial effect of adoption by the ccmmission of a common cut-off 
point for capitalisation of interest during construction of units 3 
and 4 of Yallourn W power station was that approximately §11 million 
in interest was charged to cperations in 1981-82 in lieu of beirg 
capitalised as would have been the case if unit 4 was cfeemed to be a 
separate asset. 

3.17.18 The implications of the anendment to the wording of the commission's 
policy concerning capitalisation of interest will be quite far-
reaching when applied to large scale capital projects such as Loy 
Yang. Consistent application of the policy will require that all 
interest charges incurred on the project in the period following the 
commissioning of the first unit will be accounted for as an expense 
against operations in the period in which incurred. 

48 



Provision for Long Servicre Leave 

3.17.19 During 1981-82, an amount of §8.3 mil l ion was appropriated to the 
provision for long service leave. The accumulated provision a t 30 June 
1982 was §53.6 mil l ion and the aggregate l i a b i l i t y a t tha t date was 
estimated by the canmission to be §81.6 mi l l ion . I t i s understood tha t 
the commission i s giving consideration to formulation of a policy in 
r e l a t ion to the sho r t f a l l between the total lorg service leave 
commitment and the accumulated balance of the provision. 

Superannuation Funds 

3.17.20 In previous years , I have undertaken the audit of the S.E.C. 
Superannuation Fund and the S.E.C. Enployees' Retiranent and Benefit 
Fund in accordance with the terms of the respective Funds' ru les . 

3.17.21 During the 1981-82 year, the ccmmission as t rus tee of the funds sought 
legal advice on several matters re la t ing to the two superannuation 
funds. In Septanber 1982, the cxsnmission made available a cxpy of the 
legal opinion v^^ich i t had received. 

3.17.22 Counsel expressed the opinion that there was an absence of l eg i s l a t i ve 
authori ty for tlie Auditor-General to undertake the audit of the two 
funds. In the l igh t of th i s opinion, the audit for 1981-82 was not 
f inal ised by my off icers and the t rus tees engaged a firm of chartered 
accountants to undertake the audi t s . 

3.17.23 The State E l ec t r i c i t y Commission (Amendment) Act 1982 proclaimed on 2 
March 1983 provides s ta tu tory authori ty for the Auditor-General to 
carry out future audi ts of the two superannuation funds. 

Leasing 

3.17.24 In the year under review, tJie ccmmission entered into leasing 
arrangements which had an aggregate value of §73.85 million. These 
leasing arranganents increased the canmission's total lease liability 
to §90.52 million at 30 June 1982. 

3.17.25 The major lease agreanents entered into during the year were for the 
sale and leaseback of coal plant, the value of such leases amounting 
to §64.42 million. 

3.17.26 The commission's policy in respect of profits arising from assets 
subject to sale and leaseback arrangements is to offset profits on 
sale against the value of the capitalised lease and to amortise the 
net value over the remaining life of the asset. 

Conclusion 

3.17.27 Ppart from tiie above ccxnments, the audit proved sa t i s fac tory . 
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3.18 STATE EMPLOYEES RETIREMENT BENEFITS BOARD 

Introduction 

3.18.1 The State Employees Retirement Benefits Board was constituted under 
the pirovisions of the State Employees Retirement Benefits Act 1979 and 
is responsible for the administration of the State Enployees Benefits 
Fund. 

3.18.2 The fund provides, on a contributory basis, superannuation benefits 
for certain employees of State departments and any ot±ier class of 
officers not otherwise covered by superannuation benefits who may be 
reccanmended by the Governor-in-Council. 

3.18.3 The board provides benefits on account of age, disability, death and 
resignation. These benefits include pension entitlanents and lump sum 
payments to beneficiaries. 

Statutory Reporting Requirements 

3.18.4 The State Employees Retirement Benefits (Amencinent) Act 1981 requires 
the board to submit to the Treasurer its report, including the audited 
accounts to be presented to both Houses of Parliament as soon as 
practicable after the accounts relating to the fund have been 
audited. 

3.18.5 In my April 1982 report I indicated that the board had presented its 
report to Parliament containing unaudited financial statanents and 
further that the financial statements required material amendment. The 
audit report on the 1981 accounts was signed on 26 July 1982 and the 
board presented its amended report to Parliament in Septanber 1982. 

3.18.6 The finalised accounts of the board for the year ended 30 June 1982 
were received on 30 November 1982 and the audit report on the 
financial statanents was signed on 13 April 1983. 

3.18.7 One of the reasons for the delay in the finalisation of the audit 
report on the 1982 accounts was the need to clarify t±ie current 
situation in relation to contributions by certain employees. In a 
letter of 30 Septanber 1982 to the board, the acting Treasurer 
indicated that certain legislative changes were envisaged and that 
they would be retrospective to 1 July 1982. At the date of preparation 
of tliis report no legislation had been introduced into Parliament and 
the board has included a suitable note to its accounts. 

Financial Operations 

3.18.8 The financial operations of the board for 1981-82 conpared with 1980-
81 are summarised hereunder: 

1980-81 1981-82 
§ $ 

Inccme 6 739 578 12 533 944 
Expenditure 5 257 514 8 474 620 

Surplus for year 1 482 064 4 059 324 
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3.18.9 The main reason for tlie iitproved resu l t for the year was tlie increase 
in aiplcyee and arplcyer oxjntributions resul t ing fran the rece ip t of 
contr ibut ions from meinbers anployed by the Educ^ation Department and 
Sta te technical schools for tlie fu l l year. 

3.18.10 The total accumulated funds and net asse t s of t±ie board a t 30 June 
1982 were §4 929 798 canpared with §636 807 a t 30 June 1931. 

Scope of Audit 

3.18.11 Section 17 of the Sta te Enployees Retiranent Benefits Act 1979 
provides for an annual audi t of the accounts of the board by the 
Auditor-General. For the years ended 30 June 1981 and 1982, in 
addit ion to my s ta tu tory respons ib i l i ty to corxSuct an audit each year, 
a firm of chartered accountants appointed by the board, corrfucted an 
audi t on a regular basis throughout the year. Their audit programs and 
working papers were examined and evaluated by my off icers and were 
a c c ^ t e d for the pxirpose of ny audi t . Additional audit work undertaken 
included the dcxximentation, evaluation and tes t ing of the board's 
contr ibut ions , inccme, expenditure and inward rece ip ts systans. 
Substantive tes t ing was carried out on a l l other areas of tiie board's 
a c t i v i t i e s and the asse t s and l i a b i l i t i e s of the board a t 30 June 1981 
and 30 June 1982 were ver i f ied . 

Audit O b s e r v a t i o n s and Recoamendations 

Bnployee Contributions in Arrears/Advance 

3.18.12 The board has included in i t s accounts estimates of the ar rears and 
payments in advance of enplcyee contributioris. The necessity to 
estimate these amounts arose due to cer ta in c3eficiencies in the 
computer appl icat ion prograns. Whilst audit was unable to be 
completely sa t i s f i ed as to the accxiracy of tiie amounts shown for 
enployee contr ibut ions in a r rears and in advance, audit was sa t i s f i ed 
tha t the figures shown in the accounts are fa i r ly s ta ted . 

3.18.13 Audit recommended that the board invest igate the anounts generated by 
the computer systan and make appropriate adjustments for e r rors 
detected on the snembers f i l e . 

Reconciliation of Board's Records 

3.18.14 The board has requested fran a l l enplcyers de t a i l s of contributions 
paid for each nember of the fund during the 1980-81 and 1981-82 
f inancial years . Examination of contributory records kept by the board 
i rdicated variances between de t a i l s supplied by the employers and the 
meml:)ers records kept by the board. The board i s in the process of 
invest igat ing a l l variances and adjustirtg i t s records accordingly. 

Actuarial Invest igat ion 

3.18.15 Section 13 of the Sta te Enplcyees Retiranent Benefits Act 1979 
prcjvides for the board to cause an ac tuar ia l invest igat ion into the 
f inancia l pos i t ion of the fund as a t 30 June 1982. The invest igat ion 
had not been completed a t the cJate of the audit r ^ o r t . 

Conclusicxi 

3.18.16 Ppart from the above matters and a number of minor matters brought to 
the a t t en t ion of the board, the r e su l t s of tlie audit proved 
sa t i s fac to ry . 
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3 . 1 9 STATE SUPERANNUATION BOARD 

Introduction 

3.19.1 In my Decanber 1932 repor t , T included comments on the Pensions 
Supplementation Fund, the Parliamentary Contributory Superannuation 
Fund, the Married Vfcmen's Superannuation Fund and the newly 
established Superannuation Lump Sum Fund. The report a lso indicated 
tha t due to a lack of resources i t was not poss ible , a t tha t time, to 
canplete, tJie audit of the Superannuation Fund. The audit has now been 
complefcad and canments are n̂ade hereunder. 

The Superannuat ion Fund 

Statutory Reporting Recjjiranents 

3.19.2 Statutory reporting requiranents of the board are : 

(1) Annual Report 

Section 63 of the Superannuation Act 1958 requires tiie board in 
each year to submit to the minister a report dealing with the 
general administration and workirg of the ac t . The report i s to 
be L:iid before both Houses of par l ianent . 

Although the act does not .specifically require tlie presentat ion 
of a financial report , the board has over the years provided 
Parl ianent with f inancial s ta tanents . 

The accounts of the fund for the year ended 30 June 1982 were 
adcpted by the board on 15 Septanber 1982, however, the i r 
f ina l i sa t ion was delayed pendirg c l a r i f i c a t i on of several key 
issues re la t ing to the accounts. The matters were f inal ly 
resolved with off icers of tiie board on 4 March 1983. The audit 
report on the accounts was signed on 21 March 1983. 

(2) Actuarial Report 

Section 10 of the Superannuation Act 1958 requires an ac tuar ia l 
invest igat ion into the s t a t e and sufficiency of the fund every 3 
years . The invest igat ion a t 30 June 1980 revealed a surplus of 
§157.3 mil l ion canpared with a .surplus of §103.5 mil l ion a t 30 
June 1977. 

Legislat ive Changes 

3.19.3 The Superannuation (Lunp Sum Benefits) Act 1981 amended the 
Superannuation Act 1958 in a number of respects and in t e r a l i a 
required the fund to meet the costs of administerirg the 
Superannuation FurxJ and t±ie ac t . These costs were previously met from 
tlie Consolidated Fund. 

3.19.4 The act furtlier required the establisiiment of a management account for 
the purposes of credi t ing moneys: 

(1) ^ p r c p r i a t e d fran the Superarinuation Fund; 

(2) recovered from tiie Superannuation Lunp Sum Fund; and 

(3) recovered as costs of administration from any fund or schane 
acininistered by tiie board. 
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3.19.5 The management account i s required to be ciiarged with the paynents of 
a l l costs of administerirg the Superannuation Fund and the act 
togetlier with the expenses incurred in administering the 
Superannuation Lunp Sum Furx3 arx3 any other sciiane. 

Financial Cperations 

3.19.6 The f inancial operations of the fund for 1931-32 canpared witli 1930-81 
are summarised hereurxSer: 

1980-81 1981-32 
§ § 

income 129 167 919 143 249 136 
Expjenditure 51 926 867 65 143 008 

Increase in fund 77 241 052 78 106 128 

3.19.7 Net assets of the fund at 30 June 1932 were §744 560 043 (30 June 
1981, §666 513 524). 

Scope of Audit 

3.19.8 Section 8 of the Superannuation Act 1958 requires the accounts 
re la t ing to the fund to be audited by the Auditor-General. 

3.19.9 The audit encompassed an examination of the financial systans and 
t ransact ions and included an evaluation of internal controls . Assets 
and l i a b i l i t i e s of the fund a t 30 June 1982 were ver i f ied. 

A u d i t O b s e r v a t i o n s and R e c o a m e n d a t i o n s 

Unclaimed RefurxJs of Contributions 

3.19.10 Section 38 of the Sup^erannuation Act 1958 provides for the refurx3 of 
contr ibut ions in the event of a member resigning from the fund. 
Records indicated tha t a t 30 June 1982 there were approximately 2 500 
unclaimed refunds. The board disclosed the existence of t h i s l i a b i l i t y 
in the notes to the financial s ta tanents but did not include the total 
l i a b i l i t y of the fund. 

3.19.11 Audit reccmnended tha t tlie board take imrediate steps to ascer ta in the 
anount of the l i a b i l i t y and to incorporate tiie amount in the 1982-83 
f inancial statements. 

Default in Repayment of Loans to the Board 

3.19.12 At the cJate of audi t the repayment of loans made by the board to 3 
organisat ions nanely: 

Shire of Donald 

Talirga Home Buyers Co-cp No. 5 Ltd. ; and 

Ba l la ra t Y.M.C.A. 

a l l of which are subject to government guarantees, were in a r rea r s . 

3.19.13 At the date of t h i s report , the government has been required to meet 
the sum of §254 296 under the terras of the guarantee in respect of the 
Shire of Donald. 
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Reserve Units Account 

3.19.14 At tJie date of audit tiie subsidiary records of the reserve un i t s 
account hai not been reconciled to the general ledger a t 30 June 
1982. 

3.19.15 The inab i l i t y to reconcile these records was due mainly to tiie fa i lu re 
of a number of ixidies to suh>mit required re turns to the board. 

3.19.16 Audit reconmended tha t further act ion should î e taken by the board to 
ensure tiiat returns are received on a more timely basis and that 
consideration be given to tlie computerisation of the records to 
improve the efficiency of processing. 

Review of the In ternal Audit Function 

3.19.17 A review of the in ternal audit function of the board established tiiat, 
for tlie year under review, the function had not been carried out in an 
effect ive 'oanner. 

3.19.18 The board has required the in ternal audi tor to submit for approval a 
deta i led audit progran for the 1932-83 year and a t tlie cfete of 
f ina l i s a t ion of the audi t , the board had approved t h i s program "in 
p r inc ip le" . 

Board Minutes 

3.19.19 A number of pirevious audi t reports and a Public Service Board study, 
have made iTention of the lack of information contained in tiie board's 
minutes. The current audit revealed tha t the s i tua t ion has not charged 
and audit again recomnended titiat the board improve the qual i ty of the 
minutes of i t s iteetings. 

Trade Practices Canmission 

3.19.20 The board has for sane time been involved in a legal act ion brought 
against i t by the Trade Pract ices Ccmmission. The act ion related to 
the board's prac t ice of exclusive c3ealing wit±i an insurance brcicer for 
the provision of insurance cover on property mortgaged to the board as 
secur i ty for loans. 

3.19.21 On 19 Decanber 1980 a judgment was entered against the board by the 
High Court and an appeal to the Full Ccxirt was subsequentJ.y lodged by 
the board. In a judgment handed down on 14 I3ecember 1982, the board 
was lield to be a financial corporation subject to Federal l eg i s l a t ive 
control . The r e su l t of the ctecision i s that the Trade Pract ices 
Ccamnission wil l be able to pursue i t s invest igat ions into the alleged 
exclusive c3ealir>gs. 

Conclusion 

3.19.22 ^part from the above matters arid a number of minor weaknesses in 
in ternal control brought to the a t t en t ion of the board, the r e su l t s of 
the audit proved sa t i s fac tory . 
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3 . 2 0 VICTORIAN DAIRY INDUSTRY AUTHORITY 

Introduction 

3.20.1 The Victorian Dairy Industry Autlori ty was established under the 
Victorian Dairy Industry Authority Act 1977 and i s responsible for 
acSministering the supply, sale and d i s t r ibu t ion of milk in the 
proclaimed milk d i s t r i c t s of the S ta t e . 

3.20.2 All milk produced under contract i s purchased by the author i ty . 

3.20.3 The authori ty a lso purchases quant i t i es of non-contract milk, the 
proceeds of which, when sold, form 'pools ' on a monthly bas is . In 
accordance with sect ion 38 of the ac t , cash d i s t r ibu t ions have been 
made each montJi from the pools, a f te r meeting operating expenses, to 
a l l proxSucers wlio ctelivered non-contract milk of approved qual i ty . 

St:atutory Reporting Recguiranents 

3.20.4 The Victorian Dairy Industry Act 1977 requires the au t lo r i ty to 
prepare a balance sheet and s ta tanent of accxxints. An audited ccpy of 
the balance sheet and statement i s to be submitted to the minister on 
or before the l a s t day of February in each year and laid before both 
Houses of Parliament. 

3.20.5 The f inal ised accounts for 1981-82 adcpted by the au t lo r i ty were 
received by audit on 16 February 1983 and tiie audit report on the 
f inancial s ta tanents was signed on 28 February 1983. 

Financial Operations 

3.20.6 The financial cperations of the authori ty for 1981-82 compared with 
1980-81 are summarised hereunder: 

1980-81 1981-82 
§ § 

Incane 122 274 540 142 803 154 
Expenditure 117 430 028 137 737 156 

5 131 512 5 065 998 
Transfer to Capital Fund 5 013 001 4 408 091 

Net Operatirg Surplus 118 511 657 907 

3.20.7 Net assets of the authority at 30 June 1982 were §12 036 264 (30 June 
1931, §11 855 841). 

55 



Scope o f Audit 

3.20.8 Sub-section (3) of sect ion 20 of the Victorian Dairy Industry 
Authority .Act 1977 provides for an annual audi t of the accounts of the 
author i ty by the Auditor-General. The audi t work undertaken included 
the documentation, evaluation and t es t ing of tlie a u t h o r i t y ' s 
expenditure and revenue systens and the ve r i f i ca t ion of a s se t s and 
l i a b i l i t i e s of tlie authori ty a t 30 June 1982. In accordance with 
establ ished p rac t i ce , a firm of chartered accountants i s responsible 
for the audit of each of the monthly pools. The diar tered acccxintants 
operate in conjunction witli the aut l ior i ty ' s inspector ia l s taff . Their 
audi t pjrograms, vvorking papers and repor ts were examined and evaluated 
and accepted for tlie purpose of the audi t . 

Audit O b s e r v a t i o n s and Recommendations 

3.20.9 Included in the audi t report on the books and accounts of the 
Victorian Dairy Industry Authority for the year ended 30 June 1982 
were tlie following matters: 

Audit of Pool Dis t r ibut ion 

3.20.10 The authori ty continued to use the services a firm of chartered 
accountants to cotplement tlie work of the au thor i ty ' s in te rna l audit 
group in providing a continuous audit of the t ransact ions re la t ing to 
the au thor i ty ' s purchase and sa le of milk. 

3.20.11 I t was a lso noted that the number of audi ts conducted during tiie year 
by the au thor i ty ' s audit group had cSecreased compared wit±i the 
previous year. This matter has been brcxight to the a t t en t ion of the 
authori ty which indicated tha t there wi l l be no expansion of audit 
a c t i v i t y un t i l the future of the d i r ec t payments to farmers .system has 
been resolved. 

3.20.12 In audit opinion each depot/processor not covered by the d i rec t 
payments systan should have a t l eas t one sales/purchase audit per 
year. 

Direct Payments to Prcaducers 

3.20.13 Concern was expressed in ny 1980-81 supplanentary report (page 205) in 
respect of die procedure used by tiie authori ty in paying for i t s milk 
purchases through third paarties (depots e t c . ) . 

3.20.14 The au tho r i ty ' s reply to the 1980-31 audit report indicated tha t i t 
would be proceedirg with the inplenentation of a d i r ec t payment to 
farraers .service and tha t i t would cover a l l ctepots in the S ta te by 
July 1983. 

3.20.15 Despite e f for t s by the authori ty to comply wit±i the implementation 
progran, objections raised by tiie Victorian Dairy Farmers Association 
and the United Dairy Farmers of Vic tor ia , culminated in the 
postponanent, for a period of 3 months, of the inplanentation of tlie 
system. Following the postponanent on 12 October 1982 a working party 
has been established to review the system and to endeavour to find a 
solut ion which i s sa t i s fac tory to a l l p a r t i e s . 

3.20.16 At the date of preparation of t h i s report farraers supplying milk to 9 
depots, coverirg 10.3 per cent, of the au tho r i ty ' s total milk 
purchases, were beirg paid d i r ec t ly . 
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3.20.17 Until the d i r ec t payments systan i s extended to a l l fanners audit 
opinion tha t the authori ty i s beirg placed in a posi t ion of r i sk by 
paying for the inilk pxirchases through third pa r t i e s i s r e i t e r a t ed . 

Disposal of Retail Outlet ( I . e . Creams) 

3.20.18 The authori ty obtained an independent valuation for i t s r e t a i l ou t l e t s 
located a t the City Square and Bendigo. This resulted in a loss on 
revaluation of §63 538 as conpared to tiie book value of the asse t s . 
Both ou t l e t s were subsequently sold, on 27 June 1932, a t a pr ice which 
exceeded the revalued figures by §16 600. 

3.20.19 The author i ty , in i t s accounts for 1931-32 disclosed a loss on 
revaluation of §58 538 and a p ro f i t on the sale of the cxitlets of 
§16 600. 

Btrplc3yment of Management Consultants 

3.20.20 During 1981-82 the services of 8 management consultants were used on 
e i t he r a full- t ime or part- t ime basis in orcter to carry out special 
pro jec ts and du t i e s . 

3.20.21 The authori ty could only produce dcxximentation authoris irg the 
appointment of two of these consul tants . 

3.20.22 Follcwing audit enquir ies the author i ty , in December 1932, created a 
r eg i s t e r of management consultants to record de t a i l s of the services 
provided by each consultant . Rat i f icat ion by the authority now occurs 
on a monthly bas i s . 

3.20.23 Audit recommended tha t the authori ty enter into formal agreanents with 
a l l consultants covering the term and corx3itions of appointment. The 
authori ty should a lso ensure tiiat, wherever prac t icable , consultants 
are nade fully acccxintable for t h e i r '.vork and tha t they prepare 
wri t ten reports for the au t io r i ty on the canpletion of each 
assignment. 

investigation 

3.20.24 As the Minister of Agriculture has already indicated to the Parliament 
(Hansard, Legislat ive Council 22 March 1933) an investigation was 
urx3ertaken by audit in re la t ion to the alleged fa l s i f i ca t ion in the 
au tho r i t y ' s f i l e s of information re la t ing to cer ta in tenders. This 
invest igat ion was c:arried out durirg November 1932 and audit 
recommended to the Premier tha t ce r ta in matters be referred to the 
Chief Commissioner of Police for further enquiry. 

Conclusion 

3.20.25 Apart from the above matters and a number of minor weaknesses in 
in te rna l control brcxight to the a t t en t ion of the authori ty the r e su l t s 
of the audit proved sa t i s fac to ry . 
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3 . 2 1 VICTORIAN ECONOMIC DEVELOPMENT CORPORATION 

introduction 

3.21.1 The Victorian Econanic Development Corporation was const i tu ted under 
the provisions of the Victorian Economic Development Corporation Act 
1981, which cane into operation on 1 July 1981. 

3.21.2 Under the terras of the l eg i s l a t i on , the Victorian Development 
Corporation arx3 the Victor ia Promotion Ccanmittee were abolished and 
the r i g h t s , powers, obl igat ions and functions of both bodies were 
t ransferred to the Victorian Economic Development Corporation. 

3.21.3 The main objectives of the corporation a re : 

(1) to increase the r a t e of growth of the production of goxx3s arx3 
services in Victor ia ; 

(2) to increase enploynent opportuni t ies ; 

(3) to increase the development of manufacturirg and t ou r i s t 
indus t r ies tliroughout the S ta t e , pa r t i cu la r ly in country areas; 

(4) to expand t o u r i s t accommodation and f a c i l i t i e s throughout the 
S ta te ; and 

(5) to promote the export of Victorian produce, products and 
services into i n t e r s t a t e and overseas markets. 

Statutory Reporting Recjuiranents 

3.21.4 The Victorian Econanic Development Corporation Act 1981 requires the 
corporation to prepare a t the end of each f inancial year a s ta tanent 
of accounts including such information as i s necessary to give a true 
and f a i r view of the f inancial t ransact ions and the s t a t e of a f fa i r s 
of the corporation. Audited s ta tanents must then be forwarded to t±ie 
minis ter , for tabling in Par l ianent , no l a t e r than 31 Decanber each 
year . 

3.21.5 The accounts were adopted by the corporation on 19 November 1982 and 
the audit report on the f inancial statements was signed on 9 Decanber 
1932. 

Financial Cperations 

3.21.6 The financial cperations of the corporation for 1981-82 are summarised 
hereunder: 

Incane 
Expenditure 

Surplus 

3.21.7 Net asse t s of the corporation a t 30 June 1982 were §4 120 737. 

6 
5 

1981 

883 
998 

885 

.-82 
§ 

859 
667 

192 
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Qualificaticxi of Corporation's Financial Statements 

3.21.8 I t was necessary to record the followirg exception cpinion in the 
audi t report on the f inancial st:atenents: 

"The Victoria Promotion Committee, v*iose propjerty, l i a b i l i t i e s , 
contracts e t c . were transferred to the Victorian Econanic Development 
Corporation as from 1 July 1981, was a bocly v^ich had i t s der ivat ion 
fran a t r u s t arrangement dated 22 March 1956 vdiich established the 
r e spons ib i l i t i e s of the t rus tees of the Victorian Promotion Trust 
Furx3. 

The Victorian Economic Development Corporation Act 1981 v*iich 
authorised the said t ransfer refers to a committee established by the 
Sta te Development Decentral isat ion and Tourisn Act 1978. 

On the evidence ava i lab le , i t would appear tha t there i s only one 
organisation called the Victor ia Promotion Committee, namely the 
canmittee established under the above t r u s t arrangement, and tha t i t 
was the property, l i a b i l i t i e s , contracts e to . of that canmittee which 
were intended to be transferred under the terras of the Victorian 
Economic Development Corporation Act 1981." 

3.21.9 Audit recommended tha t the Corporation seek legal advice as to the 
necessi ty or otiierwise of an anendment to the Victorian Econanic 
Development Corporation Act 1931, in respect of the matter referred to 
above. 

Scope of Audit 

3.21.10 The audit was conducted pursuant to sub-sectin (4) of section 43 of 
the Victorian Econanic Development Corporation Act 1981 and involved 
examination and appraisal of the financial systems in operation a t the 
corporation. The asse t s and l i a b i l i t i e s of tiie corporation a t 30 June 
1932 were ver i f ied . 

3.21.11 Following a canmunication frcm the then minister an examination was 
undertaken in May 1932 to determine whether tlie financial t ransactions 
of the corporation during the period 1 July 1931 to 21 May 1982, were 
in accordance with the provisions of the act as i t then stood. The 
audit observations and conclusions contained within the report on the 
examination highlighted the d i f f i c u l t i e s which had been experienced by 
the corporation in attempting to comply with the financial prcavisions 
of the act and generally raised doubts as to the lega l i ty of the 
corporat ion 's f inancial a c t i v i t i e s since 1 July 1981. Amending 
l eg i s l a t ion to val idate such a c t i v i t i e s , with retrospective effect to 
1 July 1981, came into operation on 3 July 1982. 

3.21.12 The corporation engaged the services of a firm of chartered 
accountants as in ternal audi tor . Internal audit programs, work papers 
and repor ts were examined as par t of the overal l examination of 
in ternal cont ro l . For the purposes of ny audi t , work undertaken by 
the firm a t the corporat ion 's overseas off ices was accepted. 

Audit O b s e r v a t i o n s and ReccNuendations 

Tenporary Overdraft Faci l i ty 

3.21.13 Sub-section ( l ) (b) of sect ion 27 of the Victorian Economic Development 
Corporation Act 1981 s t a t e s tha t with the ^ p r o v a l of the Treasurer 
and subject to such terras and conditions as tJie Treasurer thinks f i t 
t o inpose a f t e r consultat ion with tlie minister , the corporation may 
borrow moneys from any bank by way of overdraft on current account. 
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3.21.14 Durirg the 1981-32 financial year, the corporation on a number of 
occasions allowed their operating bank account to be overdrawn, on a 
tenporary basis, without the approval of the Treasurer. The naximum 
amount overdrawn at any one time was §800 406 

Guarantee 

3.21.15 Sub-section (2)(b) of section 13 of the Victorian Economic Development 
Corporation Act 1931 provides that the corporation shall not execute a 
guarantee in respect of a loan or other credit facility, if the anount 
to be guaranteed together with the amounts of all other guarantees 
executed by the corporation and then in force exceeds tlie amount as 
may from time to time be fixed by the Treasurer. 

3.21.16 At the date of preparation of this report the Treasurer had not fixed 
an anount for the purposes of the act. 

Accounts of Overseas Offices 

3.21.17 The accounts of the corporation's overseas offices were not prepared 
on a consistent basis i.e. seme were prepared on an accrual basis 
whilst others were prepared on a ca.sh basis. 

3.21.18 The attention of the corporation was drawn to the need to establish 
standard financial reporting requirements for its overseas offices. 

Conclusion 

3.21.19 /part from the above matters and a number of minor weaknesses in 
internal control brought to the attention of the corporation, the 
results of the audit examination proved satisfactory. 
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3 . 2 2 VICTORIAN GOVERNMENT TRAVEL AUTHORITY 

Introduction 

3.22.1 The Victorian Government Travel Authority was established under the 
provisions of the Victorian Government Travel Authority Act 1977 to 
carry out the following functions: 

(1) promote and market t ravel to and from Victoria; 

(2) organise t ravel arrangements; 

(3) provide t ravel information; 

(4) promote and publ ic ise Vic to r i a ' s t ou r i s t f a c i l i t i e s and 
a t t r a c t i o n s ; arxS 

(5) advise the minister on matters associated with the irtdustry. 

Statutory Reporting Recjuiranents 

3.22.2 The Victorian Government Travel Authority Act 1977 requires the 
authori ty to furnish to the minister , not l a t e r than 31 Decanber each 
financial year, audited financial statements for the year erried 30 
June. Copies of these statements are required to be laid before both 
Houses of Parliament. 

3.22.3 The accounts were adopted by the authori ty on 25 October 1982 and the 
audit report on the financial statements was signed on 28 October 
1932. 

Financial Cperations 

3.22.4 The financial cperations of the authori ty for 1981-82 and 1980-81 are 
summarised hereunder: 

Inccme 
Expenditure 

.1980-81 
§ 

4 487 132 
4 639 362 

152 180 

1981-82 
§ 

5 369 833 
5 754 934 

385 101 Defici t 

3.22.5 Net liability of the authority at 30 June 1982 was §101 298 carpared 
with net a-ssets of §325 854 at 30 June 1931. 

Scope of Audit 

3.22.6 Regular audi ts of the au thor i ty ' s accounts were undertaken during the 
year by tlie auditors appointed by the authori ty under tlie provisions 
of section 23 of the Victorian Government Travel Authority Act 1977. 
The audit program for the year focxised, to a large extent , on a review 
of the work carried out by the au thor i ty ' s audi tors , supplemented ty 
an examination of selected prcxredures and records. In addit ion, the 
a s se t s and l i a b i l i t i e s a t 30 June 1982 of the authori ty were 
ver i f ied . 
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Audit O b s e r v a t i o n s and Recommendations 

Trust Debtors 

3.22.7 Trust debtors a t 30 June 1932 anounted to §310 638, of Oiich §280 081 
was owed by Victorian government cfepartraents and s ta tu tory 
au t l io r i t i e s . 

3.22.8 The authori ty monibDrs the level of t r u s t debtors on a continuous 
bas i s , however, i t s e f fo r t s are hindered to a subs tant ia l extent by 
delays in payments by departments and au tho r i t i e s of amounts due. 

Conclusion 

3.22.9 ^ ^ r t fran the above n a t t e r s and a number of minor weaknesses brought 
to tlie notice of tlie au thor i ty , the r e su l t s of the audit proved 
sa t i s fac to ry . 
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3 . 2 3 VICTORIAN POST-SECONDARY EDUCATICM COMMISSICM 

Introduction 

3.23.1 The Victorian t>ost-Secondary Education Ccmmission was consti tuted 
under the provisions of the post-Secondary Education Act 1978. 

3.23.2 The commission's functions are to make r ^ o r t s and recomnendations in 
re la t ion to the plannirvg, organisat ion, administration and co­
ordination of post-secondary education in Victoria and to make 
recanmendations to appropriate Ccmmonwealth bodies concernirg furxJs 
needed for the proper development of post-secondary education. 

Statutory Reporting Recjuirementzs 

3.23.3 The Post-Secondary Education Act 1978 d i r e c t s the cxmmission to keep 
proper bcoks and acccxints and for such accounts to be audited a t leas t 
once in each year by the Auditor-General. 

3.23.4 The act a l so requires the commission, as soon as pract icable af ter 30 
June in each year, to p:)resent an annual report to the minister on i t s 
proceedirgs durirg the previcxis year. Such report is to be 
subsequently tabled in Parliament, 

3.24.5 The financial s ta tanents of tlie commission for 1981-82 were finalised 
on 3 Decanber 1932 and tiie audit report was signed on 7 Decanber 
1982. 

Financial Cperations 

3.23.6 The canmission's incane for 1981-82 consisted of §2 151 000 (1980-81, 
§1 454 697) fran a S ta te grant under an Education Departient vote and 
§205 337 (1980-81, §56 492) fran extraneous funds. 

3.23.7 The total sum avai lable fran grant funds, §2 471 851, includirg 
accumulated funds of §320 851 brought forward frcm 1980-31, was 
insuff ic ient by §15 081 to meet the cperating and other expenses of 
the commission for the year totalling §2 486 932 (1980-31, 
§1 133 346). An amount of §80 000 (1980-81, §56 492) was d is t r ibuted 
during the year fran extraneous funds to colleges of advanced 
education to augment a shor t fa l l in S ta tes grants funds for approved 
cap i ta l p ro jec t s . 

3.23.8 The recorded net a sse t s of the commission a t 30 June 1982 were 
§166 748 (30 June 1981, §377 343). 

Scope o f Audit 

3.23.9 Sub-section (2) of section 4A of the Post-Secondary Education Act 1978 
provides for an annual audit of the accounts of tlie cxanmission by the 
Auditor-General. The audit work undertaken by my off icers included the 
examination and evaluation of the accounting system and the 
ver i f i ca t ion of asse t s and l i a b i l i t i e s a t 30 June 1982. Apart fran 
minor weaknesses brcxaglit under notice during the audi t , the r e su l t s of 
tlie audit proved sa t i s fac tory . 
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4 . 0 STATUS OP OBSERVATIONS AND RECOMMEMDATI(»iS CCWTAIMED 
IN PREVIOUS SUPPLEMENTARY REPORTS 

REPORT PAGE AUTHORITY 
STATUS AT DATE OF PREPARATION 

OF THIS REPORT 

ALBURY TODONGA (VICTORIA) 
CORPORATIC Î 

1978-79 
1979-80 
1980-81 
A p r i l 82 

7 
3 

10 
1 

Independent v a l u a t i o n of land 
and b u i l d i n g s r e q u i r e d . 

1979-30 7 NO p r o v i s i o n fo r d e p r e c i a t i o n 
1930-81 10 has been made on land and 

b u i l d i n g s . 

1979-80 9 Reserves have not been 
1930-81 12 e s t a b l i s h e d for fu tu re 
.April 82 1 commitments in accordance 

wi th l e g i s l a t i o n . 

P o s i t i o n uncliarged. 

P o s i t i o n unchanged. 

P o s i t i o n unchanged. 

CANCER INSTITUTE BOARD 

1978-79 
1979-80 
1980-81 
1981-82 

11 
15 
18 

Private practice inccme not 
verifiable by audit. 

Position uncharged. Will remain 
so until all existirg 
agreanents expire. 

GOVERNMENT PRINTING OFFICE 

1980-81 54 Sundry debtors - governinent 
departments - Treasury 
instruction re payment of 
accounts within 30 days not 
being complied with. 

Situation uncharged during year 
ended 30 June 1982. 

GRAIN ELEVATORS BOARD 

April 32 5 Internal Audit - problens 
with reporting area and 
other inadequacies. 

Stock control Pesticides -
method of control 
inadequate. 

Still unre.solved. 

Still unresolved. 

GRAIN HANDLING IMPROVEMENT 
AUmORITIES 

1980-81 63 Doubt on ownership of assets. 
63 No facility to generate income. 

HOSPITALS SUPERANNUATION BOARD 

Legal situation unresolved. 
Position unchanged. Further 
comment in this report 
paragraphs 3.6.5 to 3.6.11. 

April 82 9 Rental of premises - no formal 
agreanent. 

flatter still unresolved. 
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REPORT PAGE AUTHORITY 
STATUS AT DATE OF PREPARATION 

OF THIE REPORT 

HOUSING COMMISSIC^ 

1979-80 60 Increased renta l a r r ea r s . 
1980-81 78 

Posit ion uncharged. Futher 
comment in th i s repor t , 
paragraphs 3.9.13 to 3.9.15. 

LOCAL AUTHORITIES SUPERANNUATION 
BOARD 

1978-79 58 Unsatisfactory contractual 
1979-80 76 arrangements in re.spect of 
1980-81 94 service bureau f a c i l i t i e s to 
1981-82 40 Sta te Superannuation Board, 

Motor Accidents Board e t c . 

Matter s t i l l ijnresolved. 

(â ICĝ  MARKETING BOARD 

1978-79 64 Finalisation of windirg up 
1979-80 76 delayed perxSirg legal 
1980-81 96 precedings in re.spect of 

large shipment of onions 
to Lorjdon. 

Department of Agriculture 
advised that l iquidator has 
new reached final 
distrilDution stage. 

MELBOURNE UNDERGROUND RAIL 
LOOP AUTHORITY 

1930-81 127 Assets consist ing of pjart of 
1931-82 53 loop row vested in Victorian 

Railways Board s t i l l included 
in accounts of Authority. 

MOTOR ACCIDENTS BOARD 

Position unchanged. 

1978-79 95 Ccnputer f a c i l i t i e s provided by 
1979-80 115 L.A.S.B. -
1980-81 15 - formal agreanent to be 
1981-82 64 f ina l i sed . 

1980-81 15 Bethesda Hospital - payment 
1981-32 63 for unused beds. 

S t i l l not f inal ised. 

Posit ion unchianged. 

1980-81 139 

NATICaJAL GALLERY OF VICTORIA 

Cash col lec t ions internal 
control weaknesses. 

Works of a r t - no regular 
stocdctakirg. 

- lack of 

Necessary steps being taken to 
correct weaknesses. 

Posit ion unchanged. See further 
ocmment in t h i s report , 
p>aragraph 3.15.8. 

insurance caver. 

PUBLIC TRUSTEE 

1980-81 145 Financial statements -
1981-82 70 amendment to l eg i s l a t ion 

required. 

1980-81 148 Internal audit - effectiveness 
1981-32 74 impaired by s taf f turnover 

and secorvdnent of s taf f to 
other sec t ions . 

Posi t ion uncharged. 

Action being taken to remedy 
s i tua t ion . 

65 



REPORT PAGE AUTHORITY 
STATUS AT DATE OF PREPARATION 

OF THIS REPORT 

STATE SUPERANNUATION BOARD 

1979-80 140 Corrputer services supplied by 
1930-81 137 local Authorities 

Superannuation Board 
- formal agreanent still 

to be finalised 
Still unresolved. 

1979-80 140 Stressed need for introduction 
1980-81 187 of full accrual accounting 

procedures and neaningful 
financial reports. 

Board has advised that all 
accounts for 1982-33 will be 
on accrual basis. 

VICTORIAN DAIRY INDUSTRY 
AUTHORITY 

1980-81 205 Payments to producers through 
depots - review of procedures 
required. 

Action in course. Further 
comment in this report, 
paragraphs 3.20.13 to 
3.20.17. 

VICTORIAN RAILWAYS BOARD 

1980-81 221 Contracts for road passenger 
1981-82 103 bus services - power to 

enter into contracts 
questioned. 

Position unchanged. 

1980-31 229 Financial accounts -
1981-82 107 insufficient information 

disclosed. 

position uncdianged. 

1980-31 233 Vicrail Pipelines Pty. Ltd. -
198-82 105 vrfiolly owned subsidiary - no 

provision in legislation for 
accounts to be audited by 
Aud itor-General. 

Position unchanged. 
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