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Office of the Auditor-General 
MELBOURNE, VIC 
25 Novemter 1983 

Sir, 

Pursuant t o t he p r o v i s i o n s of the Audi t Act 1958, I t r a n s m i t herewith a 
r e p o r t on the 1982-83 f i n a n c i a l s t a t a n e n t s of c e r t a i n s t a t u t o r y bodies which I 
am r equ i r ed by law t o a u d i t . This r e p o r t i s supplementary t o my r e p o r t s of 21 
September 1983, in r e l a t i o n t o the T r e a s u r e r ' s Statement fo r the yea r ended 30 
June 1983, and of 18 O c t o t e r 1983 on the a u d i t of depar tments dur ing 1982-83. 

Yours f a i t h f u l l y . 

^TJ. WALC«ON 
Aud i tor -Genera1 

The Honourable the Speaker , 
L e g i s l a t i v e Assembly, 
Par l iament House, 
MELBOURNE, VICTORIA. 

( i l l ) 
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PART 1 

BACKGROUND INFORMATION 

1.1 FORMAT OF REPORTS TO PARLIAMENT 

1.1.1 In future, I prcpose to present to Parliament 4 reports each year, as 
indicated telow, arxj I may present special reports on other matters as 
the occasion danands. 

1.1.2 The F i r s t Report, which vas presented to Parliament on 21 Septemter 
1983, accompanied the Treasurer 's Statement for the year ended 30 June 
1983, and contained my report on th i s Statanent, as required by 
Section 47 of the Audit Act 1958. 

1.1.3 The Second Report, which was presented to Parliament on 20 Octoter 
1983, contained information on the operations of the Audit Office 
during 1982-83 and audit oteervations and recommendations ar is ing out 
of the audit of departments during 1982-83. 

1.1.4 This, the Third Report, covers the operations of cer ta in s tatutory 
bodies which I am required by law to audi t . 

1.1.5 The Fiourth Report, vhich wi l l te presented l a t e r t h i s financial year, 
wi l l cover those s ta tutory bodies not included in my Third Report 
tecause of: 

delays in the preparation of financial s ta tanents , 

telance dates other than 30 June, or 

incomplete audi t s . 

1.2 CONTENTS OF THIRD REPORT 

1.2.1 In this Third Report, detailed statanents of final accounts of 
statutory bodies which are required to present audited financial 
statements to Parliament, have not teen duplicated. 

1.2.2 The report provides a brief description of each statutory body, an 
outline of the scope of the audit and any audit oteervations arxl 
recommendations of a significant nature which arose from the audit on 
matters such as: 

(1) reviews of internal controls; 

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

(3) instances of failure to comply with legislative or regulatory 
requirements; and 

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



1.2.3 Management responses t o m a t t e r s r a i s e d in t he a u d i t r e p o r t s have a l s o 
been provided where t h e s e a r e a v a i l a b l e . 

1.2.4 A f u r t h e r r e p o r t con ta in ing ccmment on t h e accoun t s of t h o s e bod ies 
s u b j e c t t o ny a u d i t and not inc luded in t h i s r e p o r t w i l l te p r e s e n t e d 
t o Pa r l i amen t e a r l y in 1984, a s i n d i c a t e d above. 

1 . 3 ROLE AMD FUNCTIONS OF THE AODITOR-GENERAL 

General 

1.3.1 The method of appointment , t e n u r e , d u t i e s , r e s p o n s i b i l i t i e s and powers 
of the Audi to r -Genera l a r e provided fo r mainly in t h e Audi t Act 19 58, 
wi th o t h e r p r o v i s i o n s a f f e c t i n g h i s r o l e and f u n c t i o n s teing conta ined 
in t he C o n s t i t u t i o n Act 1975, t he P u b l i c Account Act 1958 and the 
v a r i o u s enab l ing Acts e s t a b l i s h i n g s t a t u t o r y a u t h o r i t i e s . 

1.3.2 In V i c t o r i a , as in o t h e r p l a c e s o p e r a t i n g under t h e Westminster system 
of government, the Audi to r -Genera l i s r e s p o n s i b l e fo r t h e e x t e r n a l 
a u d i t of t he f i n a n c i a l a f f a i r s and a c t i v i t i e s of the Execut ive and 
r e p o r t s annua l ly t o t he L e g i s l a t i v e Assanbly . 

1.3.3 The pr imary o b j e c t i v e of the A»udit Off ice i s t h e r e f o r e the p rov i s i on 
t o Pa r l i amen t of the in format ion which i t r e q u i r e s to e x e r c i s e 
o v e r s i g h t of the f i n a n c i a l o p e r a t i o n s of government depar tments and 
s t a t u t o r y b o d i e s . I t thus p l a y s an impor tant r o l e in the 
a c c o u n t a b i l i t y of the Execut ive t o P a r l i a m e n t . 

1.3.4 Broadly speak ing , the Audi to r -Genera l has a l l t h e r e s p o n s i b i l i t i e s of 
e x t e r n a l a u d i t o r s of commercial o r g a n i s a t i o n s in r e l a t i o n t o the 
conduct of a f i n a n c i a l a u d i t . In a d d i t i o n , t h e r e a r e t he s p e c i a l 
r e s p o n s i b i l i t i e s which a r e a s s o c i a t e d wi th government a u d i t i n g t o 
e n s u r e t h a t t he d e c i s i o n s of Pa r l i amen t in r e l a t i o n t o f i n a n c i a l 
m a t t e r s a r e p r o p e r l y o tee rved and t o draw a t t e n t i o n t o d e p a r t u r e s fron 
s t a t u t o r y p r o v i s i o n s cover ing t h e s e m a t t e r s . The Audi to r -Genera l i s 
a b l e t o r e p o r t f r e e l y and as he t h i n k s f i t on such m a t t e r s . 

1 .3.5 By t r a d i t i o n and usage , the d u t i e s of t he Audi tor -Genera l have 
extended teyond f i n a n c i a l a u d i t i n g and r e p o r t i n g breaches of s t a t u t o r y 
r equ i r emen t s by o r g a n i s a t i o n s s u b j e c t t o h i s a u d i t . In t he p a s t , 
a t t e n t i o n has teen drawn t o i n s t a n c e s of was te o r ex t ravagance in the 
e )q)endi ture of p u b l i c moneys, e i t J i e r by a department o r by a s t a t u t o r y 
a u t h o r i t y . 

1.3.6 The Audi to r -Genera l i s an o f f i c e h o l d e r under t h e Crown, s u b j e c t t o 
removal only by r e s o l u t i o n of both Houses of P a r l i a n e n t . Like manters 
of the j u d i c i a r y , the Audi to r -Genera l i s not sub j ec t t o c o n t r o l e i t h e r 
by Pa r l i amen t or by the Execut ive in t he e x e r c i s e of h i s f unc t ions and 
h i s independence i s assured by very wide powers g ran ted by s t a t u t e . 
Although under tak ing d u t i e s on tehalf of t he P a r l i a n e n t , t h e A u d i t o r -
General i s not a s e r v a n t of the P a r l i a n e n t . The s t a f f of t he Audi t 
Off ice a r e employed under t he p r o v i s i o n s of t he Pub l i c S e r v i c e Act 
1974. 



1.3.7 The Auditor-General has no executive power to enforce improvements to 
f inancial nenageroent and procedures. The power i s one of scrutiny and 
repor t ing. I t is the responsib i l i ty of Parlianent arxl of the 
Government to act on reports made by the Auditor-General as they think 
f i t . 

Audit Responsibility and Reporting Requirements 

1.3.8 The Auditor-General i s responsible for the audit of the f inancial 
operations of a l l Sta te government departments and most major 
a u t h o r i t i e s . 

1.3.9 In Victor ia , public sector a c t i v i t i e s are divided into 2 main areas of 
operation, generally referred to as the inner budget and outer budget 
sec to rs . 

1.3.10 The inner budget sector includes a l l those government departments 
which are financed by annual parliamentary appropriations and the 
financial operations of which are processed through or cone under the 
control of the cent ra l accounting systan operated by the Department of 
Management and Budget. Because Parliament appropriates authority to 
spend cash within the ensuing year, the cash tesis system i s largely 
used to record departmental f inancial t ransac t ions . 

1.3.11 In the inner budget area, the Auditor-General is required to make a 
report to Parliament explaining the statanent prepared by the 
Treasurer on the cash transactions of a l l government departments. He 
also reports on the financial statements p r ^ a r e d by each department. 

1.3.12 The outer budget sector conprises a large numter of public bodies, 
many of which are established by separate l eg i s l a t ion . These bodies 
enjoy greater financial autonomy than govemnent departments. Their 
f inancial transactions are not reported in the Budget Documents or in 
the Treasurer 's Statanent except to the extent of cash appropriated to 
them by way of special grants and the extent to which they make 
con t r i t e t ions to the Consolidated Fund. 

1.3.13 The l eg i s l a t ive provisions concerning the form and content of public 
bodies ' f inancial statements vary subs tan t ia l ly , but generally 
f inancial statements are prepared on an accrual tesis. The Auditor-
General reports individually on the financial s ta tanents of each 
public body and in doing so takes due cognisance of accepted 
accounting and auditing standards as promulgated by the Australian 
professional accountirg bodies. 

1.3.14 Many large public bodies are required to include financial s ta tanents 
along with the Auditor-General's report thereon in the i r annual 
repor ts to Parliament. 

1.4 ACKNOMLEDGMEHTS 

1.4.1 I wish to record my appreciation of the co-operation of the memters 
and staff of the various s ta tutory bodies referred to in t h i s report , 
and the assis tance of the Government Pr in te r in pr int ing my repor ts . 



PART 2 

MATTERS OF SPECIAL INTEREST 

2 . 1 ADVICE TO ADDIT OF ACCOUNTING CHARGES 

2.1.1 As in previous years a number of instances occurred where proposed 
changes in the format of annual f inancial statements and changes in 
accounting po l ic ies have not teen formally advised to audit in 
suf f ic ien t time for considerat ion. 

2.1.2 To ensure t imel iness in the presentat ion of annual audited financial 
statements to Parliament, i t i s important tha t audi t te given the 
opportunity to comment upon proposed changes in accounting po l ic ies at 
the e a r l i e s t possible time. 

2.2 STATUTORY ADTHORITT FINAHCIAL REPORTING 

2.2.1 Readers of my past reports wi l l te aware of my specif ic ident i f ica t ion 
of the need for a t t en t ion to te given to the starxjard of financial 
report ing by s ta tu tory au tho r i t i e s in t h i s S ta te . This issue has 
recent ly teen subject to considerable discussion in Victor ia , 
p a r t i c u l a r l y since repor ts of the parliamentary Public Bodies Review 
Committee on the Audit and Reporting of Public Bodies in Victoria and 
the Econonic and Budget Review Committee on a Review of the Audit Act 
1958 were tabled. 

2.2.2 In view of the recent passing of the Annual Reporting Act 1983 which 
wi l l govern the form and content of f inancial statements of s ta tutory 
a u t h o r i t i e s , I identify in t h i s sect ion f inancial reporting issues 
re levant to s ta tu tory au tho r i t i e s vrfiich are not current ly treated 
cons is ten t ly by a l l a u t h o r i t i e s , or which are regarded as 
content ious. 

2.2.3 The Annual Reporting Act 1983 provides for the prescr ip t ion by way of 
regulat ions of the form and content of the f inancial s tatanents of 
s t a tu to ry au thor i t i e s (and departments). The objectives are both to 
provide more relevant information to Parliament and the public and to 
ensure grea te r ccmparability of reported f inancial r e su l t s and 
pos i t ion tetween di f ferent au tho r i t i e s . 

2.2.4 The role of the Auditor-General in se t t ing accounting standards was 
considered by the Economic and Budget Review Committee in i t s report 
on a Review of the Audit Act 1958. The Committee reaffirmed niy view 
tha t i t is not an appropriate role for the Auditor-General to 
p r e s c r i t e f inancial reporting standards. An objective approach to the 
audit task requires that the auditor not te required to audi t 
adherence to requirements which he himself has prescribed. I support 
the Committee's view that the prescr ip t ion of such reporting standards 
should te the respons ib i l i ty of the Executive, or more spec i f i ca l ly 
the Treasurer, with the provision that the prescr i ted report ing 
standards should te reviewed and conmented on by the Committee i t s e l f , 
as representat ive of the Parliament. The char ter of the Department of 
Management and Budget provides for i t to assume tesic r e spons ib i l i ty 
for the deta i led work of developing such r^xjr t ing standards and 
recommending them to the Treasurer. 



2.2.5 I consider that the role of the Auditor-General does, however, include 
ccmmentirxj to Parlianent on proposed accounting pol ic ies and 
identifying and reporting issues v^ich need to te more adequately or 
consis tent ly t rea ted . I have commented on a number of such issues in 
previous repor t s . 

2.2.6 Seme of the major deficiencies in exis t ing s ta tutory authority 
f inancial statements were l i s t ed by the Econcmic and Budget Review 
Committee in i t s report arxl are repeated telow: 

(1) The use of only cash flow accounting by seme au thor i t i es means 
tha t nei ther information on costs of ac t iv i ty nor a statement of 
asse t s and l i a b i l i t i e s is provided. 

(2) The fa i lure to classify costs or revenues on a functional, 
program or ac t iv i ty tesis. 

(3) Varying treatment of such accounting issues as recognition of 
l i a b i l i t y for long service leave, superannuation cos ts , 
depreciation e t c . 

(4) The disclosure in the telance sheet of many separate "funds" 
with no indication as to what they represent, the i r purpose or 
what r e s t r i c t i ons they represent on the use of a s se t s , i . e . 
whether they are conmitted or available liquid funds. 

(5) The absence of a statement of sources and application of funds 
indicating changes in the financial s t ructure of the 
organisation (e .g . pol ic ies on financing of capi ta l a s se t s , debt 
redemption e t c . ) . * 

(6) A confusing "capi tal" section of the telance sheet under which 
the nature or source of past long term financing of the 
organisation is not c lear ly disclosed. 

* An Australian Accountirvg Standard was issued recently and a numter 
of s ta tu tory au thor i t ies have followed the standard by including 
such a statement in the i r f inancial s ta tanents . 

2.2.7 These deficiencies ex is t for 2 major reasons: 

(1) The financial reporting provisions in leg is la t ion establishing 
pa r t i cu l a r s ta tutory au thor i t i es are inconsistent as tetween 
au thor i t i e s and in some cases are in confl ict with Australian 
Accounting Standards. Wnile the l eg i s la t ion p resc r i t e s the 
statements which must te prepared e .g . income s ta tanents , 
balance sheet , there i s l i t t l e prescribed as to the form arxl 
content of these statements. For example, a numter of s tatutory 
au thor i t i e s prepare financial s ta tanents on a cash ra ther than 
an accrual tesis tecause they are required to do so by the i r 
l eg i s l a t i on , and they have treated the l eg i s l a t ive provision as 
a maximum rather than a minimum requirement. 



A signi f icant number of au tho r i t i e s are required by t h e i r 
l eg i s l a t ion to es tab l i sh various separate funds which complicate 
comprehensive f inancial reporting by the organisa t ion , in some 
cases unnecessarily. Legislat ive provisions a lso frequently 
confuse the normal acounting d i s t i nc t ions tetween expenses to te 
deducted in determining p ro f i t and appropriat ions of p r o f i t , and 
between provisions ( l i a b i l i t i e s ) and reserves (which are par t of 
the Government's equity in the organisa t ion) . Thus there can te 
mis in terpre ta t ion of both the f inancial r e su l t for the year and 
the f inancial posi t ion a t the end of the year , p a r t i c u l a r l y if a 
comparison i s made with the f inancial statements of pr ivate 
sector organisat ions . 

This grea t var ie ty in l eg i s l a t i ve provisions i s due in part to 
the lack of any overview in the past on the f inancial reporting 
of s ta tu tory a u t h o r i t i e s . 

(2) Australian Accounting Starxjards promulgated by the professional 
accounting bodies do not yet ex i s t for a numter of the issues 
mentioned by the Economic and Budget Review Committee. For 
example, as yet there i s no Austral ian Accounting Starxlard on 
the recognition of future l i a b i l i t i e s for superannuation and 
long service leave commitments. 

2.2.8 Existing l eg i s l a t i ve requirements on the overa l l form and content of 
f inancia l statements vary considerably. There is a great variety of 
requirements for f inancial statements to present a "true and fair" 
view, "true and correct" view, "correct" view e t c . These provisions 
w i l l in due course te replaced by the overa l l requirements in the 
Annual Reportirg Act 1958 to "present fa i r ly" the information. This 
provision uses more modern terminology, but does not a l t e r the essence 
of the c r i t e r i o n . In my audit role such provisions are interpreted as 
requi r ing: 

(1) observance of l eg i s l a t ive provisions governing financial 
repor t ing; 

(2) oteervance of Australian Accounting Standards where these are 
not inconsistent with l eg i s l a t i ve requirements; and 

(3) oteervance of generally accepted accounting pract ices where 
these are not inconsistent with l eg i s l a t i ve requirements and are 
not covered by Australian Accounting Standards. 

2.2.9 The Annual Reporting Act 1983 introduces an addi t ional c r i t e r i o n , 
namely observance of the regulations prescribing the form and content 
of f inancial statements. 

2.2.10 Seme of the important issues which I consider wi l l need to te 
addressed in prescribing the form and content of s ta tu tory authori ty 
f inancial statements under the Act are set cut telow. Mariy of these 
issues have arisen during the course of nty audit reports on s ta tu tory 
a u t h o r i t i e s . 



(1) Treatment of Government and Other Grants 

Should these te treated as income or credited d i rec t ly to a 
reserve? Should cap i ta l grants te disclosed in the operational 
statement or should they te d i r ec t ly credited to a capi ta l 
reserve? The reported financial operations for the year wi l l 
d i f fe r deperxJing upon the treatment adopted. In the case of 
specif ic purpose grants , should moneys received during the year 
and not used in ful l te t reated as a l i a b i l i t y of the 
organisat ion. 

(2) Current Cost Accounting 

Should the Government adopt current cost accounting in full or 
should it adopt the recommendations of the Statanent of 
Accountirg Practice of the professional accounting bodies which 
strongly recommends supplementary current cost financial 
statements in addition to conventional statements prepared on an 
historical cost tesis, or should it not adopt either of these 
approaches and present only financial statements prepared on an 
historical cost tesis? 

(3) The Recognition of Liabilities such as Long Service Leave and 
Superannuation 

How much of the future liability should te recognised? Should it 
extend teyond the existing legal liability to employees and 
include the estimated liability to present employees who can in 
due course te expected to teceme eligible for such payments? 

(4) Self-Insurance 

Many government organisations are se l f - insurers i . e . they carry 
t h e i r cfwn r i sk . Is the creation of a self-insurance "reserve" 
properly an expense giving r i s e to a l i a b i l i t y in the telance 
sheet (where i t would te correct ly termed a provision) or is i t 
an appropriation of p ro f i t s to a "reserve" which is s t i l l part 
of the Government's equity in the organisation? 

(5) Recognition of Long Term Lease Commitments 

Should there te recognition in the financial s ta tanents of both 
the property r ight (asset) and the financial commitments 
( l i a b i l i t y ) ar is ing fron a long term lease or should th i s te 
shown by way of note only? 

(6) Statutory Contributions by Trading Organisations 

Should fixed obligations to make contributions to general 
government revenues such as royalty payments and other 
contributions to the Consolidated Fund te treated as a business 
e)^ense or an appropriation? 



(7) Fund Accounting 

To lAhat extent i s there a need for seme a u t h o r i t i e s to have 
t h e i r f inancial cperations segregated into various separate 
funds for each of v*iich separate f inancial s ta tanents are 
prepared or , a l t e rna t i ve ly , should there te a requiranent for 
comprehensive f inancial reporting in addit ion to separate 
report ing by each fund? 

(8) Reporting on Econcmic Performance 

To what extent should f inancia l repor ts incorporate information 
relevant to the Government's econcmic t a rge t s for trading 
organis t ions? Government policy i s to require such trading 
organisat ions to earn a rea l r a t e of re turn on a s se t s , which 
envisages both the valuation of asse t s and the measurement of 
expenses on an economic or cpportunity cost tesis, \*ich would 
in many cases d i f fe r fron current accounting p rac t i ces . I t may 
be argued that the current cost basis of accounting in general 
provides such information. 

(9) Cash Accounting 

Should accrual accounting te adopted as a general requirement to 
replace reporting on a cash tesis vvhere that is s t i l l used? 

(10) Valuation of Long-Life Infras t ructure Assets 

What i s the appropriate tesis of the valuation of certain 
c lasses of long- l i fe inf ras t ructure a s se t s such as roads, dams 
e t c . and the appropriate tesis of depreciation of such fixed 
asse t s? 

(11) Valuation of Land and Buildings not Vested 

To what extent should asse t s such as land and buildings used and 
control led by au thor i t i e s but not ac tual ly owned by or vested in 
the authori ty te disclosed in the f inancial statements? 

(12) Reserves and Provisions 

What should te the tesis of dis t inguishing tetween various 
"reserves" , "funds" and "provisions" and how should the i r nature 
and purpose te disclosed in the f inancial s ta tanents? 

2.2.11 I t can te seen that there are many complex issues to te addressed in 
improving the relevance and comparability of s ta tu tory authori ty 
f inancia l statements. Seme of these issues apply to a l l organisat ions , 
whether in the public or the pr iva te sector . However, seme of them are 
pecul iar to public sector organisat ions. 

2.2.12 I endorse the view of the Commonwealth Parl iament 's Jo in t Committee of 
Public Accounts in i t s Discussion Paper on the Form and Content of 
Financial Statanents of Commonwealth Undertakings (Report 199) tha t 
the adoption of Australian Accounting Standards promulgated by the 2 
professional accountircj bodies is not in i t s e l f a suff ic ient approach 
to overcoming these problems and that a considerable amount of 
research is necessary to properly es tab l i sh a conceptual framework for 
these f inancial reporting requirements. 

8 



2.2.13 In t h i s respect the work of the newly established Public Sector 
Accounting Standards Board, which i s charged with developing and co­
ordinating accounting standards to te recommended for use in the 
public sector , wi l l te most s ign i f ican t . Mr. David Shand, my Chief 
Director of Audit (Resources) and Mr. David Greenall , a memter of my 
Panel of Advisers, have teen appointed ty the 2 professional 
accounting bodies to membership of th i s Board. 

2.2.14 During 1983 the Commonwealth Government issued new guidelines for the 
preparation of financial statements by Ccmmonwealth undertakings. 
Similar work i s currently underway in the New South Wales Government 
and considerable work has already teen done on th i s issue in Victoria 
within the Department of Managanent and Budget arxj elsewhere. In my 
view, i t i s important for different governments in Austral ia to work 
together to irtprove the ccmparability of financial reporting tetween 
dif ferent governments. 

2.2.15 Final ly , \* i i ls t I s t r e s s that there i s much to te done in the area of 
f inancial reporting of s ta tutory au thor i t i e s , i t vrould te remiss of me 
to f a i l to mention the s ignif icant improvement achieved, pa r t i cu la r ly 
in the l a s t 2 years , by many Victorian s ta tutory au thor i t ies in the 
form and content of the i r f inancial statements. I acknowledge the 
assi tance of officers of these organisations and my own staff in 
bringing th i s about. 

2 .3 OTHER NATTERS OF SPECIAL INTEREST 

2.3.1 Matters of special in te res t detai led in Part 4 : Audit of Statutory 

Bodies are identif ied hereunder: 

SUBJECT PARAGRAPH REFERENCE 

Qualification of Financial Statements 

Geelor>g Grain Handling Improvement Authority 4.4.22 

Portland Grain Handlir>g Improvement Authority 4.4.17 

Victorian Econcmic Developnent Corporation 4.23.7 - 4.23.8 

Government Einployee Housing Authority 

Rental scales - financial viability of the 

Authority 4.2.8 - 4.2.9 

Latrote Valley Water and Sewerage Board 

Loan from State Development Fund 4.7.8 - 4.7.10 

Metropolitan Fire Brigades Board 

Special service - control weaknesses in the section 4.10.8 - 4.10.9 
Investment powers of the Board 4.10.10 - 4.10.11 
Metropolitan Fire Brigades Superannuation Board 
Actuarial provisions - need for actuarial 

investigation 4.11.9 



SUBJECT PARAGRAPH REFERENCE 

Office of the Public Trustee 

Loss on common fund mortgage 4.13.19 - 4.13.21 

Rural Finance Commission 

Provision for superannuation 4.16.11 - 4.16.13 

Provision for doubtful debts 4.16.14 - 4.16.16 

State Electricity Commission 

Effect of changes in accounting treatment 4.17.9 

Bushfires - claims resulting fran fires 4.17.10 - 4.17.13 

Newport D Power Station - write-down of assets 4.17.17 - 4.17.19 

Urten Land Authority 

"Keilor Downs" - loss on revaluation of 

properties 4.20.8 - 4.20.9 

Victorian Dairy Industry Authority 

Ccmputer installation review 4.21.18 - 4.21.19 

Victorian Development Fund 

E.D.P. review 4.22.18 - 4.22.22 

Victorian Tourism Commission 

Appointment of consultant 4.26.11 - 4.26.12 

10 



PART 3 

STATUS REPORT 

3.1 This section reports on the status of oteervations and 
reconmendations relating to statutory bodies which were contained 
in previous reports of the Auditor-General. 

REPORT PAGE AUTHORITY 
STATUS AT DATE OF PREPARATION 

OF THIS REPORT 

1981-82 21 

1980-81 54 

1980-81 63 
63 

May 83 17 

18 

1981-82 26 

27 

GOVERNMENT EMPLOYEE HOUSING 
AUTHORITY 

Accommodation register not 
yet finalised. 

GOVERNMENT PRINTING OFFICE 

Sundry debtors - government 
departments - Treasury 
instruction re payment of 
accounts within 30 days not 
being complied with. 

GRAIN HANDLING IMPROVEMENT 
AUTHORITIES 

Doubt on ownership of assets. ) 
No facility to generate income.) 

) 
The ownership of a s s e t s ) 

c o n s t r u c t e d o r f inanced by ) 
c e r t a i n " a u t h o r i t i e s " should ) 
be c l a r i f i e d . ) 

Se rv i ces of o f f i c e r s of the 
Grain E leva to r s Board u t i l i s e d 
by the Author i ty wi thout the 
approval of the M i n i s t e r . 

GREYHOUND RACING a»JTROL BOARD 

The f i n a n c i a l v i a b i l i t y of the 
Board should r ece ive u rgen t 
a t t e n t i o n . 

P o s i t i o n unchanged. 

P o s i t i o n uncharvged. At 30 June 
1983 d e b t o r s c u t s t a n d i n g over 
30 days arrxDunted t o $1 093 727. 

P rov i s ion should te made in 
t he accounts for long s e r v i c e 
leave in r e spec t of o f f i c e r s 
of t he Board. 

P o s i t i o n unchanged. There a r e 
i n d i c a t i o n s t h a t A u t h o r i t i e s 
may te wound up in the near 
f u t u r e . 

P o s i t i o n now s a t i s f a c t o r y . 

Improvement in f i n a n c i a l r e s u l t 
for 1982-83. D e f i c i t of 
$17 407 a f t e r p rov id ing $35 000 
a s an abnormal expense fo r long 
s e r v i c e l e a v e . 
P o s i t i o n now s a t i s f a c t o r y . 
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REPORT PAGE AUTHORITY 

STATUS AT DATE OF PREPARATION 
OF THIS REPORT 

1981-82 32 

32 

32 

LATROBE VALLEY WATER AND 
SEWERAGE BOARD 

All office and laboratory 
equipment and furniture 
should te recorded in the 
asset registers. 

The failure to keep a 
satisfactory register to 
record all agreements and 
charges due to the Board 
resulted in the non invoicing 
of certain charges for 
interest, redemption and 
depreciation. 

Weaknesses in internal control 
in respect of salaries and 
other expenditure. 

Position unchanged. Further 
ccmment is given in paragraph 
4.7.13 of this report. 

The matter is still under 
review by audit. 

Various weaknesses in internal 
control still exist and have 
teen reported upon in the 
current audit. 

MELBOURNE WHOLESALE FRUIT AND 
VEGETABLE MARKET TRUST 

1981-82 57 

57 

57 

57 

Certain control weaknesses were 
evident in respect of computer 
operations. 

Salaries and wages - employees 
did not sign attendance 
records. 

Accountable documents - lack 
of control over recording and 
security. 

Rental arrears - unsatisfactory 
position. 

Position new satisfactory. 

Further ccmment is given in 
paragraphs 4.9.11 - 4.9.12 of 
this report. 
Position unchanged. 

Action taken by the Trust has 
reduced the arrears from 
$51 022 at 30.6.82 to $13 257 at 
30.6.83. 

NATIONAL GALLERY OF VICTORIA 

1980-81 139 

1981-82 43 

Cash collections internal 
control weaknesses. 

Works of art - no regular 
stocktaking 

- lack of insurance 
cover. 

Position unchanged. 

Position unchanged. 

OFFICE OF THE PUBLIC TRUSTEE 

1980-81 145 Financial statements -
1981-82 70 amendment to legislation 

required. 

Position unchanged in 1982-83. 
Attorney-General has advised 
that action will te initiated 
to include financial statements 
in future annual reports. 
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REPORT PAGE AUTHORITY 
STATUS AT DATE OF PREPARATION 

OF THIS REPORT 

OFFICE OF THE PUBLIC TRUSTEE 

1980-81 148 
1981-82 74 

1981-82 74 

Internal audit - effectiveness The posit ion has inproved 
impaired by staff turnover 
arxl secorxlment of staff to 
other sect ions . 

Delays in tenking of cer ta in 
moneys received. 

PORT OF PORTLAND AUTHORITY 

following the adoption of 
modem audit methodology and an 
increase in internal audit 
staff. 
Position unchanged. 

1981-82 69 Legislative requirement not Position unchanged, 
oteerved in respect of fa i lu re 
to obtain Govemor-in-Council 
approval for No. 5 Berth 
extens ion. 

May 83 47 

1979-80 140 
1980-8] 187 

1979-80 140 
1980-81 187 

May 83 53 

54 

54 

STATE ELECTRICITY COMMISSION 

A numter of practices adopted 
for the depreciation of 
non-current assets is at 
variance with Australian 
Accounting Standards. 

STATE SUPERANNUATION BOARD 
OF VICTORIA 

Computer services supplied by 
Local Authorities. 
Superannuation Board 
- formal agreement still to 
be finalised. 

Need for introduction of full 
accrual accounting procedures 
and meaningful financial 
r epor t s . 

The l i a b i l i t y for unclaimed 
refunds of contributions should 
be ascertained and shown in the 
1982-83 financial statanents. 

The subsidiary records of the 
Reserve Units Account should 
be reconciled with the 
general ledger. 

Lack of information contained 
in the Board's minutes. 

Further comment in paragraphs 
4.17.14 - 4.17.16. 

State Superannuation Board has 
now signed formal agreement. 

Position new satisfactory. 

Position unchanged. 

Reconciliation not yet 
finalised in respect of 
1982-83. 

Seme improvement was noted, 
however the posi t ion i s not 
considered to te wholly 
sa t i s fac to ry . 

13 



REPORT PAGE AUTHORITY 

STATUS AT DATE OF PREPARATION 
OF THIS REPORT 

1980-81 205 

May 83 57 

VICTORIAN DAIRY INDUSTRY 
AUTHORITY 

Payments to producers through 
depots - review of procedures 
necessary. 

Investigation into alleged 
falsification of information 
on files relating to certain 
tenders. 

Action in course. Further 
ccmment is given in paragraphs 
4.21.12 - 4.21.17 of this 
report. 

Legal proceedings in 
course. 

May 83 59 

60 

60 

VICTORIAN ECONOMIC DEVELOPMENT 
CORPORATION 

Treasurer's approval not 
obtained to temporary tenk 
overdraft. 

The Treasurer had not fixed the 
total amount respecting 
guarantees pursuant to 
sub-section (2) (b) of 
Section 13 of the Victorian 
Economic Development 
Corporation Act 1981. 

The accounts of overseas 
offices should te prepared 
on a consistent tesis. 

Position now satisfactory. 

Treasurer has now authorised 
a guarantee limit of $10 
million on the total face value 
of guarantees executed arxj 
still in force. 

Position unchanged. 

VICTORIAN EGG MARKETING BOARD 

1981-82 47 

47 

The authority of the Board to 
make certain ex-gratia 
payments to staff should te 
clarified. 

There is a need to clarify the 
basis of the Board's decision 
to make an additional 
contribution of $120 000 to 
the Superannuation Fund in 
respect of the former general 
manager and another senior 
officer. 

Legal opinion obtained by the 
Board states that it possesses 
the necessary power to make 
such payments. 
Position has now teen 
satisfactorily clarified by the 
Board. 
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PART 4 

AUDIT OF STATDTORY BODIES 

4 . 1 GAS AMD FOEL CORPORATION OF VICTORIA 

Introduction 

4.1.1 The Gas and Fuel Corporation of Victoria was established under the 
provisions of the Gas and Fuel Corporation Act 1950. 

4.1.2 The objectives of the Corporation are to : 

(1) ensure a safe , economical and effective supply of gas to the 
people of Victoria; 

(2) promote the ef f ic ient use of gas in those applications where i t 
can effect ively con t r i t e t e to meeting the energy demands of 
modem society; and 

(3) operate as an ef f ic ient tesiness enterpr ise a t a level of p rof i t 
consis tent with i t s role as a publicly owned u t i l i t y . 

Statutory Reporting and Auditir>g Requirements 

4.1.3 The Gas and Fuel Corporation Act 1958 requires the Corporation to 
prepare at the end of every f inancial year a p ro f i t and loss account 
and telance sheet . An audited copy of the telance sheet arxl p rof i t and 
loss account i s to te laid tefore toth Houses of Parliament. 

4.1.4 In accordance with .Section 20 of the Gas and Fuel Corporation Act 
1958, the financial statements of the Gas and Fuel Corporation of 
Victoria are audited jo in t ly by the Auditor-General and auditors 
appointed by the Corporation. The auditors appointed by the 
Corporation are responsible for the audit of the f inancial statements 
of the subsidiar ies of the Corporation, namely, the Altery Gas Company 
Ltd. and Gas and Fuel Exploration No L iab i l i ty . 

4.1.5 The financial statements were adopted by the Board on 26 August 1983, 
and the jo in t audit report was signed on 28 Septemter 1983. 

Financial Operations 

4.1.6 The financial operations of the Corporation and the consolidated 
figures of the Corporation and i t s subsidiar ies for 1982-83 compared 
with 1981-82 are summarised hereunder: 
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Gas and Fuel 
Corporation Consolidated 

1981-82 1982-83 1981-82 1982-83 
$000 $000 $000 $000 

Income 388 914 459 527 392 783 464 123 
Cost of sales 114 015 114 213 116 736 117 097 

Net income 274 899 345 314 276 047 347 026 
Expenditure 262 303 328 001 267 839 337 453 

Operating Profit 12 596 17 313 8 208 9 573 
Profit on Sale of 
Fixed Assets 2 948 702 2 948 702 

Net Profit 15 544 18 015 11 156 10 275 

4.1.7 Net assets of the Corporation and its subsidiaries at 30 June 1983 
were $108.9 million (30 June 1982, $99.4 million). 

4.1.8 During the year, the Public Authorities (Contributions) Act 1966 was 
amended to provide for the Gas and Fuel Corporation to transfer to the 
Consolidated Fund a contribution of an amount equal to 33 per cent of 
the total revenue of the Corporation received during 1981-82. The 
contribution rate prior to the above legislative amendment was 15 per 
cent. The contribution increased from $39.8 million in 1981-82 to 
$90.8 million in 1982-83. 

Scope of Audit 

4.1.9 The audit included the documentation, evaluation and testing of the 
Corporation's computerised accounts payable and payroll -systans, 
documentation of the systan for stocks and stores and the verification 
of assets and liabilities at 30 June 1983 as allocated by the joint 
audit agreement. 

Audit CM>servations and Recoamendations 

Pipeline Licence Fee 

4.1.10 The pipeline licence fee, payable to the Consolidated Fund by the 
Corporation under the Pipeline (Fees) Act 1981, increased from $10 
million in 1981-82 to $22.2 million in 1982-83. A High Court 
decision,dated 5 August 1983, ruled that the fees under Section 2 of 
the Act were in the nature of an excise and as such were invalid. As a 
consequence of this decision, the Corporation has disclosed a 
contingent liability of $2.7 million in its explanatory notes to the 
1982-83 financial statements, on the tesis that it may te necessary 
for this sum to te refunded to certain major consumers who had teen 
levied t^ the Corporation for a portion of the licence fee. 
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Creditors - Accounts Payable Systan 

4.1.11 In my December 1982 report, reference was made to a major control 
weakness in the computerised creditors accounts payable system which 
had teen developed in-house by the Corporation. One of the major 
weaknesses was a lack of satisfactory and regular reconciliations of 
the trade creditors account in the general ledger with the total of 
individual telances. 

4.1.12 The above reconciliation weakness continued to persist during 1982-83. 
The monthly reconciliation record indicated a difference tetween the 
general ledger and individual accounts of approximately $200 000. 

4.1.13 The continuing discrepancy in the records is due mainly to a lack of 
interface tetween the stores and creditors ledgers which currently 
necessitates independent postings of transactions into each systan. 
The process is time consuming and results in inconsistent input into 
the 2 ledgers. 

4.1.14 An internal task force of the Corporation recommended changes to the 
existing systems including processing input simultaneously into the 2 
systems. The Systems and Data Processing Department of the Corporation 
is currently developing and amending the ccmputer processes to accord 
with the recommendations of the task force. 

Unclaimed Moneys 

4.1.15 In audit opinion the Corporation i s a "company" within the meaning of 
the Unclaimed Moneys Act 1962. In accordance with Section 12 of t h i s 
Act, a l l unclaimed moneys are required to te paid to the Receiver of 
Revenue at the Department of Management and Budget for c redi t to the 
Unclaimed Moneys Fund. 

4.1.16 Unclaimed moneys held by the Corporation at 30 June 1982 for unpaid 
dividends, unclaimed detentures and accrued detenture in te res t 
to ta l l ed approximately $47 000. These moneys had not teen paid to the 
Receiver of Revenue at the Department of Management and Budget. 

4.1.17 Audit reccramended that legal advice te sought to determine whether the 
Corporation i s required to comply with the provisions of the Unclaimed 
Moneys Act 1962. 

Conclusion 

4.1.18 ;^art from the above matters and some minor weaknesses brought to the 
attention of the Corporation, the results of the audit proved 
satisfactory. 
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4 . 2 GOVERNMENT EMPLOYEE HOUSING ADTHORITY 

Introduction 

4.2.1 The Government Employee Housing Authority, es tabl ished under the 
Government Einployee Housing Authority Act 198], replaced the Teacher 
Housing Authority frcm 24 March 1982. 

4.2.2 The Author i ty ' s pr incipal functions a re : 

(1) to provide sui table housing acconmodation for government 
employees in pa r t i c ipa t ing departments; 

(2) to es tab l i sh and maintain a r e g i s t e r of such hou.ses provided for 
government employees; and 

(3) to advise on and review the prac t ices of government departments 
and s ta tu tory au thor i t i e s in providing employee housing. 

Sta tutory Reporting and Auditing Requirements 

4.2.3 Section 23 of the Government Rmployee Hcxjsirg Authority Act 1981 
requires the Authority, as soon as p rac t i ca l a f t e r the end of each 
f inancia l year, to furnish the Minister with a report of i t s 
operations and audited f inancial statements for tabling in Parliament. 
Section 22 of the Act provides for an annual audit of the accounts of 
the Authority by the Auditor-General. 

4.2.4 The f inancial statements were adopted by the Authority on 8 Septemter 
1983 and the audit report was signed on 24 Novemter 1983. 

Financial Operations 

4.2.5 The f inancial cperations of the Authority for the year 1 July 1982 to 
30 June 1983, compared with the previous operating period from 24 
March 1982 to 30 June 1982, are shown telow: 

Income 
Ejqpenditure 

Defici t 

4.2.6 The excess of liabilities over assets at 30 June 1983 was $580 450 (30 
June 1982, $202 175). 

Scope of Audit 

4.2.7 The audit covered an examination of financial systans and transactions 
including an evaluation of internal controls and verification of 
assets and liabilities at 30 June 1983. 
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24.3.82 to 
30.6.82 

$ 
1 148 730 
1 271 041 

122 311 

1982-83 
$ 

4 798 617 
5 176 892 

378 275 



Audit Observations and RecoHnendations 

Rental Scales 

4.2.8 New renta l scales tecame operative from 3 Octoter 1982 and provided 
for a maximum renta l of $125 per for tn ight . Rental income generated 
for the year was insufficient to cover costs incurred and resulted in 
an operating loss in respect of renta l cperations of $1 903 666. The 
loss was par t ly offset by various government grants \«hich to ta l led 
$1.2 mil l ion in 1982-83 and p ro f i t s on the sa le of cer ta in proper t ies 
and investment income. Main items con t r i t e t ing to the loss were 
maintenance, $2 393 357 and in te res t on loans, SI 082 095. This loss 
followed a loss on renta l operations of $483 713 in the previous 
period of approximately 3 months which was conmented on in my Decanter 
1982 repor t . 

4.2.9 The continuing loss on rental cperations warrants further review by 
the Authority. 

Non-reoovery of ren ta l a r rears 

4.2.10 Certain tenants were charged incorrect renta ls during the year 1981-82 
which resulted in over and underpayments. Rentals overcharged have 
teen returned to tenants . No action has teen taken in respect of 
$19 419 ren ta l s undercharged, most of which was due to a fa i lure to 
notify a numter of tenants of a rental increase. 

Expenditure without Ministerial Approval 

4.2.11 For the financial year 1982-83 the Authority failed to obtain 
min i s te r i a l approval for a t o t a l of $426 945 expended in excess of i t s 
annual estimates as is required by Section 21 of the Government 
Employee Housing Authority Act 1981. 

Conclusion 

4.2.12 ^ a r t from the above matters and a numter of minor weaknesses brought 
to the a t ten t ion of the Authority, the r e su l t s of the audit 
examination proved sa t i s fac tory . 

Response by A u t h o r i t y 

4.2.13 The Authority indicated that in respect of renta l a r rears there i s no 
bas is in law to support a claim by the Authority against the tenants 
for the a r rears as the tenancy agreements require tenants to te 
advised in writing of any increase in ren t . 

4.2.14 The Authority has had insuff ic ient time to respond to the other 
matters raised above. 
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4 . 3 GOVERNMENT PRINTING OFFICE 

Introduction 

4.3.1 The Government Printing Office i s responsible for the design, 
production and sale of printed and published mater ia l and s ta t ionery 
for the Victorian Parliament, government departments and some 
s ta tu tory au tho r i t i e s . The Office i s a l so responsible for cer ta in 
media advertisir>g. 

Statutory Reporting and Auditing Requirements 

4.3.2 The cperat ions of the Government Pr int ing Office are financed through 
the Government Printing Office Working Account, a t r u s t account held 
in the Department of Management and Budget. The majority of capi tal 
ej^erxjiture incurred by the Office i s financed through the Works and 
Services Account. Both groups of t ransact ions are incorporated in the 
annual f inancial statements of the Department of Property and 
Services . In addi t ion, the Government Pr int ing Office prepares trading 
accounts and a statement of telances which do not form part of the 
departmental f inancial s t a tanen t s . 

4 .3 .3 Tradir>g accounts for 1982-83, together with a statement of telances at 
30 June 1983, were received by audit on 27 Octoter 1983. Although 
there i s no s ta tu tory requirement for the Auditor-General to express 
an opinion on these f inancial statements, they have teen audited and 
d e t a i l s are included in t h i s repor t . 

Financial Operations 

4.3.4 Changes in presentat ion in the f inancial s ta tanents of the Office for 
1982-83 were: 

(1) presentat ion of the Manufacturing Statanent has teen reorganised 
t o d isc lose prime cost of goods manufactured; arxj 

(2) t ransfers exit of production to other centres are shown in the 
Prof i t and Loss Statement. In previous years , these transfers 
were shown in the Manufacturing Statanent . 

4 .3.5 Ccmparative figures for 1981-82 have teen adjusted to re f lec t the 
above changes. 

4 . 3 . 6 Manufacturing and p r o f i t and l o s s s t a t a n e n t s of t h e Of f i ce fo r 1982-83 
compared wi th 1981-82 a r e summarised he reunder : 

MANUFACTURING STATEMENT 
1981-82 1982-83 

S $ 
Work in progress 1 July 2 970 269 3 044 849 
Prime cost of goods manufactured 13 392 931 14 480 898 
Manufacturing expenses 2 496 742 3 114 415 

18 859 942 20 640 162 
Less transfers out - manufacturing expenses 110 447 221 216 
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Work in progress 30 June 

Cost of goods manufactured 

1981-82 
$ 

3 044 849 

15 704 646 

1982-83 
$ 

2 583 932 

17 835 014 

PROFIT AND LOSS STATEMENT 

4.3.7 

Net Sales 
Less 
Cost of goods sold 
Stock 1 July 
Purchases 
Net internal transfers* 
Cost of goods manufactured 

Less stock 30 June 

1981-82 1982-83 
$ $ 

23 312 567 25 015 814 

2 206 192 2 865 737 
6 358 279 5 953 337 
(739 073) (905 915) 

15 704 646 17 835 014 

23 530 
2 865 

20 664 

2 648 
1 160 

044 
737 

307 

260 
889 

25 748 
3 321 

22 427 

2 588 
1 421 

173 
120 

053 

761 
599 

1 487 371 1 167 162 

1 426 410 1 911 067 

Less Trading Expenses 

Gross Profit 
Less s e l l i n g , a d m i n i s t r a t i v e and f inance 

e)qpenses 

Net Opera t i rq P r o f i t / ( L o s s ) 
Add Non-Operating Income 

Net Profit/(Loss) 
Accumulated Surplus 1 July 

Accumulated Surplus 30 June 

The main factors contributing to the net loss of $677 753 in 1982-83 
compared with a net profit of $116 546 in 1981-82 were: 

(1) wage increases granted in the year; 

(2) the effect of a price freeze introduced by the Government during 
the year; and 

(3) the impact on productive output of retraining programs arising 
from the introduction of modem technology. 

60 961 
55 585 

116 546 
2 907 712 

3 024 258 

(743 905) 
66 152 

(677 753) 
3 024 258 

2 346 505 
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4 . 3 . 8 The s t a t emen t of telances of t he Off ice a t 30 June 1983 compared with 
t h e p r e v i o u s yea r i s summarised he reunder : 

STATEMENT OF BALANCES 

Funds Provided Frcm 
T r e a s u r e r ' s advances t o working account 
Works and s e r v i c e s advances fo r machinery 
P u b l i c Works Department-works and s e r v i c e s 
Department of Management and Budget-

worke r s ' compensation 

Accumulated Surplus 

30.e 

3 004 
4 000 
577 

314 

7 898 
3 024 

10 922 

i.82 
$ 

405 
953 
768 

954 

080 
258 

338 

3 
5 

9 
2 

11 

30.6.83 
$ 

004 405 
164 041 
672 023 

414 273 

254 742 
346 505 

601 247 

Represented by: 

Current Assets 
Government Printing Office Working Account 446 673 131 794 
Sundry debtors, including prepayments 3 858 000 3 914 801 
Stock on hand 6 910 626 6 799 952 

11 215 299 10 846 547 

Less Current Liabilities 
Sundry creditors 
Accrued salaries 
Advance sales 

1 978 203 1 455 704 
110 885 22 010 
698 907 1 055 035 

2 787 995 2 532 749 

8 427 304 8 313 798 

Fixed Assets 
Motor vehicles, office equipment, 
machinery and equipment (at cost) 

Provision for depreciation 
Capital works provided by Public 
Works Department 

3 221 184 4 290 855 
(1 090 916) (1 409 018) 

364 766 405 612 

2 495 034 

10 922 338 

3 287 449 

11 601 247 
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Stock on Hand 

4.3.9 Stock on hand at 30 June 1982 and 30 June 1983 consisted of: 

At Cost 
Work in Progress 
Stock 

At Cost plus loadings 
Completed jote not yet b i l l ed to c l i e n t s 

30.6.82 
$ 

3 044 849 
3 199 452 

666 325 

6 910 626 

2 
3 

6 

30.6.83 
$ 

583 932 
368 748 

847 272 

799 952 

Scope of Audit 

4.3.10 The audit included the documentation, evaluation and test ing of the 
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 1983. 

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

Job Recording System 

4.3.11 Up to March 1983, the Office u t i l i s ed the Job Recording Systan, a 
computerised system processed a t the Goverrroent Computing Service, for 
2 pr incipal functions, namely, to monitor jo te in production and to 
provide a control record to a s s i s t timely invoicing of completed j o t e . 
In March 1983, the Office ins ta l led an in-house computer system to 
monitor jobs in production tet continued to use the Job Recording 
Systan to control the b i l l i ng of completed j o t e . 

4.3.12 Audit oteerved that there were no control procedures anployed at the 
Office to ensure that a l l irput documents to the Job Recording System 
had teen prepared for processing by the computer, and there were no 
t e s t s undertaken to confirm the accuracy of the Systan's c^utput. 

4.3.13 Audit ascertained that off icers of the accounting and costing sections 
of the Office had l i t t l e confidence in the r e l i a b i l i t y of information 
generated by the Job Recording Systan. As a consequence, the output 
repor ts of the System were not teing used to supplement manual 
procedures employed in the invoicing of completed j o t e . 

4.3.14 Audit examination of the relevant manual records disclosed that 
completed jo te with a value in excess of a t l eas t $85 000 had not teen 
invoiced within 12 nxonths of the dates of completion. Audit was 
informed that t h i s posi t ion was due to the problems experienced with 
the Job Recording System and the consequential ateence of an effective 
control record to augment the invoicing function. 
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4.3.15 As costs are incurred by the Office in the use of the Job Recording 
System, audit recommended that the Office re-assess the usefulness of 
the System to the invoicing process. In addition, audit emphasised the 
need for the Office to introduce procedures which ensure that invoices 
for all completed jote are issued on a timely tesis. 

Conclusion 

4.3.16 ^art frcm the above matter and other minor weaknesses brought to the 
attention of the Office, the results of the audit proved 
satisfactory. 
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4 . 4 GRAIN HANDLING IMPROVEMENT AUTHORITIES 

Introduction 

4.4.1 The Grain Handling Improvement Authori t ies Act 1979 provided for the 
establishment of the following separate au thor i t i e s from 22 tecemter 
1979: 

Country Grain Handling Improvement Authority 
Geelong Grain Handling Improvement Authority 
Portland Grain Handling Improvement Authority 

4.4.2 The main functions of the respective au thor i t i es are to a s s i s t in the 
promotion and financing of improvements a t the Geelong arx3 Portland 
grain terminals and to a s s i s t in the establishment of a grain terminal 
in north-eastern v i c t o r i a . 

St:atutory Reportir^ arxl Auditir^ Requirements 

4.4.3 The Grain Handling Improvement Authorit ies Act 1979 requires each 
authori ty to provide the Minister with a copy of i t s audited financial 
statements. The Minister is required to table such audited statements 
tefore toth Houses of Parliament. 

4.4.4 Sub-section (3) of Section 6 of the Grain Harxlling Improvanent 
Authori t ies Act 1979 provides for the audit of the financial 
statements by the Auditor-General. 

4.4.5 The financial year of the au thor i t i es ends on 31 Octoter. 

4.4.6 In my May 1983 repor t , I explained the circumstances which had 
precluded the issue of an audit report on the financial statements of 
the Geelong and Portland Grain Handling Improvement AuttxDrities for 
1980-81 and 1981-82 and delayed f ina l i sa t ion of the audit of the 
Country Grain Handling Improvement Authority for 1981-82. My connents 
centred on the need for c l a r i f i ca t ion as to the ownership of asse ts 
constructed or financed by the au tho r i t i e s . In t h i s regard, the land 
on which the au thor i t i es construct or finance the construction of 
asse t s is nei ther owned by nor leased to the au thor i t i e s . The May 
report also referred to the ateence of a l eg i s la t ive power for the 
au thor i t i e s to generate income and so te assured of the i r a b i l i t y to 
meet loan obl igat ions . 

4.4.7 In July 1983, followir^ a submission from the Minister of Agriculture, 
the Treasurer approved the establishment of a working party to 
consider solutions to the problans v«^ich had arisen from 
administration of the au tho r i t i e s ' enabling l eg i s l a t ion . The Treasurer 
requested the working party to include, within i t s de l i t e r a t i ons , a 
recxammendation submitted by the 3 au thor i t i e s to the Minister of 
Agriculture, that the Grain Handling Improvement Authori t ies te wound 
up. The working party has agreed that formal approval should te sought 
to the winding up of the 3 au tho r i t i e s . 
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4.4.8 A confirming audit report on the f inancial statements of the Ccxintry 
Grain Handling Improvement Authority for 1981-82 was given as that 
author i ty had not incurred any cap i t a l expenditure and the audit 
report was signed on 4 Novemter 1983. 

4.4.9 I am unable to form an opinion on the f inancial statements of the 
Geelong and Portland Authori t ies for 1980-81 and 1981-82 because of 
the uncer ta in t ies concernirg ownership of a sse t s constructed or 
financed by thqse a u t h o r i t i e s . The s ta tanen ts of my inab i l i t y to form 
an opinion on the accounts of the Portland and Geelong Authorit ies are 
s e t out in paragraphs 4.4.17 and 4.4.22 respec t ive ly . 

COUNTRY GRAIN HAHDLING IMPROVEMENT AUTHORITY 

Financial Operations 

4.4.10 The f inancial cperations of the Authority for 1981-82 conpared with 
1980-81 are summarised hereunder: 

1980-81 1981-82 
$ $ 

Income 164 479 208 037 
Expenditure 152 973 150 509 

Surplus 11 506 57 528 

4.4.11 Net asse t s of the Authority a t 31 Octoter 1982 were $69 352 (31 
Octoter 1981, $819). 

4.4.12 The improved f inancial posi t ion a t 31 Octoter 1982 was due to higher 
r a t e s of return earned by the Auttiority from short-term investment of 
an unexpended loan of $1.2 mi l l ion . 

Scope of Audi t 

4.4.13 The audit covered substantive tes t ing of the Authori ty 's revenue and 
e>^enditure and ver i f ica t ion of asse t s and l i a b i l i t i e s a t 31 Octoter 
1982. 

PORTLAND GRAIN HANDLING IMPROVEMENT ADTHORIIT 

Financial Operations 

4.4.14 The f inancial operations of the Authority for 1980-81 and 1981-82 are 
summarised hereunder: 

Inccme 
Expenditure 

1980-81 
$ 

225 626 
221 891 

1981-82 
$ 

370 981 
452 605 

Surplus (Deficit) 3 735 (81 624) 
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4.4.15 Net liabilities of the Authority at 31 Octoter 1981 and 31 Octoter 
1982 were $27 276 and $108 900 respectively. 

4.4.16 The further deterioration of the financial position at 31 Octoter 1982 
was due to higher interest expense incurred in 1981-82 following the 
raising by the Authority of an additional loan of $1.2 million in 
February 1982. The Authority has no specific legislative power to 
generate inccme and so te assured of its ability to meet loan 
obligations. Inccme earned during 1980-81 and 1981-82 was derived from 
short-term investments of loan funds. There were no funds available 
for short-term investment at 31 Octoter 1982. 

Qualification of the Authority's Financial Statanents 

4.4.17 It was necessary to record the following qualifications on the 
accounts of the Authority for 1980-81 and 1981-82: 

1980-81 

"As stated in rxDte 2 to the accounts, the amount of $240 002, shown in 
the telance sheet as expenditure on fixed asse t s , represents 
e)^enditure re la t ing to the construction of improved grain handling 
f a c i l i t i e s a t the Portland terminal. 

The land on which the Authority constructs or finances the 
construction of asse ts is nei ther owned by nor leased to the 
Authority. Because of the consequential uncer ta int ies concerning the 
ownership of the fixed assets disclosed in the accxxints, I am unable 
to express an opinion on whether the accompanying telance sheet gives 
a true and fa i r view of the s t a t e of the a f fa i r s of the Authority at 
31 Octoter 1981". 

1981-82 

"As stated in note 2 to the accounts, the anxDunts of $307 100 and 
$3 978 980, shown in the telance sheet as experxliture on fixed asse ts 
and asse ts under construction respect ively, represent expenditure 
re la t ing to the construction of improved grain handling f a c i l i t i e s a t 
the Portland terminal. 

The land on which the Authority constructs or finances the 
construction of asse ts is nei ther owned by nor leased to the 
Authority. Because of the consequential uncer ta int ies conoernirg the 
ownership of the fixed assets arxj asse ts under construction disclosed 
in the accounts, I am unable to express an opinion on whether the 
acccmpanying telance sheet gives a true and fa i r view of the s t a t e of 
the a f fa i r s of the Authority at 31 Octoter 1982". 

Scope of Audit 

4.4.18 The audit comprised substantive tes t ing of the Authori ty 's revenue and 
ejqjerxjiture for 1980-81 and 1981-82 and ver i f ica t ion of asse ts and 
l i a b i l i t i e s a t 31 Octoter 1981 and 31 Octoter 1982. 
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GEELONG GRAIN HAHDLING IMPROVEMENT ADTHORITY 

Financial Operations 

4.4.19 The f inancial cperations of the Authority for 1980-81 and 1981-82 are 
summarised hereunder: 

1980-81 1981-82 
S $ 

Inccme 98 122 24 884 
Expenditure 307 042 469 978 

Deficit 208 920 445 094 

4.4.20 Net liabilities of tlie Authority at 31 Octoter 1981 and 31 Octoter 
1982 were $249 163 and $694 257 respectively. 

4.4.21 The further cjeterioration of the financial position at 31 Octoter 1982 
was mainly due to higher interest expense incurred in 1981-82 
following the raising by the Authority of additional loans totalling 
$1.7 million during that year. The Authority has no specific 
legislative power to generate inccne and so te assured of its ability 
to meet loan obligations. Income earned during 1980-81 and 1981-82 was 
derived from short-term investments of loan funds. 

Qualification of the Authority's Financial Statements 

4.4.22 It was r^cessary to record the following qualifications on the 
accounts of the Authority for 1980-81 and 1981-82: 

1980-81 

"As stated in note 2 to the accounts, the amount of $2 246 567, shx̂ wn 
in the telance sheet as expenditure on fixed a s se t s , represents 
expenditure re la t ing to the construction of improved grain handling 
f a c i l i t i e s a t the Geelong terminal . Of t h i s amount, $1 897 397 
represents expenditure in respect of the construct ion of a r a i l loop 
by the Sta te Transport Authority. 

The land on \*ich the Authority constructs or finances the 
construction of asse ts i s nei ther owned by nor leased to the 
Authority. Because of the consequential unc:ertainties concemir^ the 
ownership of the fixed asse t s disclosed in the accounts, I am unable 
to express an opinion on whether the accompanying telance sheet gives 
a true and fa i r view of the s t a t e of the a f f a i r s of the Authority at 
31 Octoter 1981". 

1981-82 

"As stated in note 2 to the accounts, the amount of $1 963 297 shown 
in the telance sheet as expenditure on fixed a s s e t s , represents 
ej^enditure in respect of the construction of a r a i l loop by the State 
Transport Authority and the amount of $1 206 446, shown in the telance 
sheet as expenditure on asse t s under construct ion, represents 
expenditure re la t ing to the construction of improved grain handling 
f a c i l i t i e s at the Geelong terminal. 
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The land on which the Authority constructs or financ:es the 
construction of asse ts i s nei ther owned by nor leased to the 
Authority. Because of the consequential uncer ta in t ies conc:eming the 
ownership of the fixed assets and asse ts under construction disclosed 
in the accounts, I am unable to express an opinion on whether the 
accompanying telance sheet gives a true or fa i r view of the s t a t e of 
the af fa i rs of the Authority a t 31 Octoter 1982". 

Scope of Audit 

4.4.23 The audit comprised substantive tes t ing of the Authori ty 's revenue and 
ejqjenditure and ver i f ica t ion of asse ts arxl l i a b i l i t i e s a t 31 Octoter 
1981 and 31 Octoter 1982. 

Conclusion 

4.4.24 Apart from the qualifications on the financial statanents of the 
Portland and Geelong Grain Handling Improvement Authorities, and the 
deteriorating financial position of the 2 authorities, the results of 
the audits proved satisfactory. 
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4 . 5 GREYHOUND RACING CONTROL BOARD 

Introduction 

4.5.1 The Greyhound Racir^ Control Board was es tabl ished under Section 69 of 
the Racing Act 1958. I t s functions, as provided under Section 75 of 
the Act, are to control , carry out research, a s s i s t in planning future 
development, arxj promote the sport of greyhound racing. 

4.5.2 The Board's pr incipal sources of inccme are a share of the Totalizator 
Agency Board's surplus received in accordance with the financial 
scheme under Section 1161 of the Act, and r eg i s t r a t i on fees. 

Statutory Reporting and Auditing Requirements 

4.5.3 Section 81 of the Racing Act 1958 provides for an annual audit of the 
accounts of the Board by the Auditor-General. Section 81 a lso requires 
the Board to submit the audited accounts within 3 months of 31 July 
each year to the Minister for tabling in Parliament. 

4.5.4 The accounts were adopted by the Board on 19 Octoter 1983 and the 
audi t report was signed on 27 Octoter 1983. 

Financial Operations 

4.5.5 The f inancial operations of the Board for 1982-83 compared with 1981-
82 are summarised hereunder: 

Inccme 
Expenditure 

1981-82 
$ 

564 002 
661 753 

97 751 

1982-83 
$ 

721 009 
738 416 

17 407 Deficit 

4.5.6 The main reasons for reduction in the d e f i c i t in 1982-83 were an 
increase of $115 200 in the TAB d i s t r i bu t ion and a $51 000 subsidy 
towards the cost of advertising from the Greyhounds Racing Grounds 
Development Board. Offsetting t h i s was an abnormal expense of $35 000 
for recognition of l i a b i l i t y for long service leave ent i t lements . 

4.5.7 Net asse t s of the Board a t 31 July 1983 were $18 570 compared with 
$35 977 a t 31 July 1982. 
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Scope of Audi t 

4.5.8 The audit covered a review of the accountirg systans and procedures of 
the Board, an examination of i t s books, records, vouchers and other 
dcx:umentation and ver i f ica t ion of asse ts and l i a b i l i t i e s at 31 July 
1983. 

Conclusion 

4.5.9 Apart fron minor weaknesses brought to the a t ten t ion of the Board, the 
r e s u l t s of the audit proved to te sa t i s fac tory . 
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4 . 6 HARNESS RACING BOARD 

Introduction 

4.6.1 Ttie Harness Racing Board was establ ished under Section 39 of the 
Racing Act 1958. The Board controls the sport of harness racing 
throughout Victor ia and conducts harness races a t ce r t a in authorised 
venues. 

4.6.2 The pr inc ipa l sources of income of the Board are a share of the 
Tota l iza tor Agency Board surplus received in accordance with the 
f inancia l scheme under Section 116 I of the Act, admission and other 
income received from conducting harness races , commission frcm the 
operation of on-course t o t a l i z a t o r s , and r e g i s t r a t i o n and licence 
fees . 

Statutory Reporting and Auditing Requirements 

4.6.3 The Racir^ Act 1958 requires the Board to prepare and sutmit audited 
accounts, telance sheets and such repor ts as properly record the 
a f f a i r s of the Board within 3 months of 31 July to the Minister for 
tabl ing in Parliament. Section 47 of the Racing Act 1958 provides for 
the audit of the accounts by the Auditor-General. 

4.6.4 The 1982-83 f inancia l statements were adopted by the Board on 
19 Octoter 1983 and the audit report was signed on 28 Octoter 1983. 

Financial Operations 

4.6.5 The f inancial operations of the Board for 1982-83 compared with 1981-
82 are summarised hereunder: 

1981-82 1982-83 
$ $ 

Inccme 7 687 316 8 140 187 
Expenditure 7 118 522 8 006 391 

Surplus 568 794 133 796 

4.6.6 Net assets of the Board at 31 July 1983 were $4 529 092 (31 July 1982, 
$4 395 296). 

Scope of Audit 

4.6.7 The audit covered a review, appraisal and examination of the 
accounting and other systems in operation in respect of the several 
activities of the Board. In addition to the general operations and 
financial statements of the Board, the operations and the financial 
statements of the following separate accounts were also examined: 
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(1) Harness Racing Board Benevolent Fund; 

(2) Trotting Trainers and Drivers Accident Compensation Schane; and 

(3) Trotting Control Board Staff Superannuation Fund. 

Conclusion 

4.6.8 i^rt from the above matter and a numter of minor weaknesses brought 
to the attention of the Board, the result of the audit proved to te 
satisfactory. 
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4 . 7 LATROBE VALLEY WATER AND SEWERAGE BOARD 

Introduction 

4.7.1 The Latrote Valley Water and Sewerage Board was es tabl ished under the 
Latrote Valley Act 1958. The functions of the Board include the 
provision of water to ce r ta in telk users and the disposal of 
indus t r i a l and dcmestic waste in the Latrote Valley. 

Statutory Reporting and Auditing Requirements 

4.7.2 The Latrote Valley Act 1958 requires t ha t the Board submit to the 
Minister , as soon as prac t icable a f t e r the end of each financial year 
and not l a t e r than the following 31 Decemter, a report of i t s 
operations and an audited s ta tanent of accounts. Section 53 of the Act 
provides for an annual audit of the f inancia l statements of the Board 
by the Auditor-General. The report and audited statement of accounts 
are required to te tabled by the Minister in toth Houses of Parlianent 
within 14 s i t t i n g days. 

4.7.3 The f inancia l statements of the Board for 1982-83 were adopted by the 
Board on 28 Octoter 1983 and the audi t report was signed on 18 
November 1983. 

Financial Operations 

4.7.4 The f inancia l qperations of the Board for 1982-83 compared with 1981-
82 are summarised hereunder: 

Inccme 
Expenditure 

Net Surplus 

4.7.5 The increase in the net surplus for the year was due mainly to: 

(1) higher charges for water supply and waste water disposal; and 

(2) an increase in inccme from investments. 

4.7.6 The net assets of the Board at 30 June 1983 were $6 547 545 (30 June 
1982, $5 619 992). 

Scope of Audit 

4.7.7 The audit covered an appraisal of the Board's s accounting methods and 
internal cx)ntrols. Assets and liabilities at 30 June 1983 were 
verified. 

1981-82 
$ 

7 576 341 
7 260 475 

315 866 

1982-83 
$ 

9 434 016 
8 589 487 

844 529 
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Audit O b s e r v a t i o n s and Recoaaendat ions 

Loan from State Development Fund 

4.7.8 In Octoter 1982 the Board applied for a loan of $1 905 000 fron the 
Sta te Development Fund to finance an accelerated program of work on 
the construction of a pumping s ta t ion a t the Blue Rock Dan on the 
Tanjil River and a pipel ine to the Moondarra Reservoir in order to 
augment water supplies to industr ies and towns in the Latrote Valley. 
The loan was approved by the Treasurer in Decemter 1982. 

4.7.9 Audit ascertained that doubt existed as to whether the Board or the 
Sta te Rivers arxJ Water Supply Commission would te the constructing 
authori ty for cer ta in of the project works. As a r e su l t , construction 
on the project has not proceeded a t the anticipated r a t e . 
Nevertheless, the Board agreed to accept the loan of $1 905 000 arxj 
t h i s amount was paid by the Department of Management and Budget to the 
Board on 29 June 1983. 

4.7.10 Responsibility for the continued progress of the works had not teen 
resolved and the majority of the funds remained unspent a t the end of 
September 1983. The unspent portion of the funds was invested in s to r t 
term investments a t an in te res t ra te of approximately 11 per c:ent. As 
the loan ca r r i e s an in te res t ra te of 15.34 per cent , the estimated net 
in t e res t cost to the Board is approximately $6 800 per month. 

Short Term Money Market 

4.7.11 Section 50A of the Latrote Valley Act 1958 authorises the Board to 
invest on deposit with an authorised dealer in the short term money 
market. An examination of deposits made by the Board during the year 
revealed instances vhere money had teen deposited with an unofficial 
dealer . No funds were held in t h i s type of investment a t 30 June 
1983. 

Caimercial B i l l s 

4.7.12 (1) During the year, the Board invested some of i t s funds in 
commercial b i l l s although i t is not authorised to undertake t h i s 
form of investment. At 30 June 1983, $2.17 mil l ion was held in 
commercial b i l l s . 

(2) The Board a t present allows the i ssui rg tenk or dealer to re ta in 
possession of the b i l l s purchased for "safe custody". This 
arrangement is considered unsat isfactory. As the b i l l s are 
negotiable instruments, physical possession arxl safe custody are 
of paramount importance. 

Asset Registers 

4.7.13 Asset r eg i s t e r s for permanent works v^re incomplete in that the 
cap i t a l value of many asse ts was not recorded arxl thus the asset 
r eg i s t e r s could not te reconciled with the f inancial records. Audit 
recommended tha t the Board review a l l asse t s under the c lass i f i ca t ion 
of permanent works with a view to maintaining proper asset r eg i s t e r s . 
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Conclusion 

4.7.14 Pf>art from the atove and a numter of other minor matters brcxight to 
the a t t en t ion of the Board, the r e s u l t s of the audi t examination 
proved sa t i s f ac to ry . 

36 



4 . 8 MARKETING BOARDS 

IntrcxJuction 

4.8.1 The Marketirg of Primary Products Act 1958 provides the machinery 
urxjer virtiich boards may te consti tuted for the marketing of tJiose 
primary products v«hich, by proclamation of the Governor-in-Council, 
have teen declared ccmmcxlities under and for the purposes of the Act. 

4.8.2 The l eg i s l a t ion speci f ica l ly provides tha t a board so consti tuted 
sha l l not te cjeemed to represent the Crown for ary purpose v^atsoever, 
and thus no l i a b i l i t y can accrue to the Sta te as a resu l t of the 
t ransact ions of any such board. 

4.8.3 The f inancial statements of boards consti tuted under the Act are 
subject to audit by the Auditor-General. Comments on 3 boards, namely, 
the Citrus F ru i t , Totecco Leaf and Egg Marketing Boards follow. 

CITRDS FRDIT MARKETING BOARD 

Introduction 

4.8.4 The Board was established under the Marketing of Primary Products Act 
1958 for the purpose of control l ing the marketing of oranges, 
mandarins and grapefruit produced in Vic tor ia . 

4.8.5 Under the Act, the Board may enter into and carry out any contract 
re la t ing to the handling, packing, marketing or processing of c i t r u s 
f ru i t as may, in the opinion of the Board, te necessary or expedient 
for orderly marketing. 

4.8.6 The Board's d i rec t ives and narketing pol icy, which are formulated in 
conjunction with the Murray Valley (N.S.W.) Citrus Marketing Board, 
are administered through a registered company, the Citrus Management 
Cortpany Limited which is not subject to my audit . The Board of 
Directors of th i s company includes cer ta in manters of toth marketing 
boards. 

Statutory Reporting and Auditing Requirements 

4.8.7 The Marketirg of Primary Products Act 1958 requires the Board to 
prepare statements of account tet there i s no l eg i s l a t ive requirement 
for the Board to prepare an annual report or to have i t s audited 
f inancial statements tabled in Parliament. 

4.8.8 Section 12 of the Marketing of Primary Products Act 1958 provides for 
the audit of the financial s ta tanents of the Board by the Auditor-
General. The financial statements for the year erxjed 31 Dec:erater 1982 
were received by audit on 5 July 1983 and the audit report was signed 
on 26 September 1983. 

Financial Operations 

A summary of the operations of the Board for the year ended 31 
Decanter 1982, together with comparative figures for the previcxjs 
year, i s given telow: 

4.8.9 
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1981 1982 
$ $ 

Inccme 
Remittances - grower contributions 51 167 86 783 
Other 800 513 

51 967 87 296 

Expenditure 
Administration charge paid to Citrus 
Management Co. Ltd. 17 100 18 500 

Board memters' fees and allowances 30 055 31 900 
Legal and other 19 576 24 009 

66 731 74 409 

(Defici t ) Surplus for year (14 764) 12 887 

4.8.10 The accumulated telance a t the close of each year was represented as 
follows: 

31.12.81 31.12.82 
$ $ 

Assets 
Cash a t tenk 15 127 6 090 
Debtors 1 531 513 
In t e re s t tearing deposit . . 22 000 

16 658 28 603 
Less 
L i a b i l i t i e s 

Creditors 2 214 1 272 

Accumulated surplus 14 444 27 331 

Scope of Audi t 

4.8.11 The audit covered an examination and appraisal of the accounting 
system operated by the Board and the ve r i f i ca t ion of asse ts and 
l i a b i l i t i e s of the Board a t 31 [tecember 1982. 

conclusion 

4.8.12 Apart from a numter of minor weaknesses brought to the attention of 
the Board, the audit proved satisfactory. 
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TOBACCO LEAF MARKETING BOARD 

Introduction 

4.8.13 The Totecco Leaf Marketing Board operates as the sole marketing 
authori ty for totecco leaf produced in Vic tor ia . 

Statutory Reportir̂ g and Auditing Requirements 

4.8.14 The Marketing of Primary Products Act 1958 requires the Board to 
prepare s ta tanents of account. Section 12 of the Marketing of Primary 
Products Act 1958 provides for the audit of the financial statements 
of the Board by the Auditor-General. However, there i s no leg is la t ive 
requirement for the Board to prepare an annual re^xDrt or to have i t s 
audited financial statements tabled in Parliament. 

4.8.15 The financial s ta tanents for the year ended 31 March 1983 were 
received on 13 May 1983 and the audit report was signed on 30 
Septenter 1983. 

Financial Operations 

(1) Realisation Account 

4.8.16 Pursuant to Section 17 of the Marketing of Primary Products Act 1958, 
a l l totecco leaf grown in Victoria is vested in the Board. The 
proceeds of the Board's quota totecco sales are d i s t r i t e t e d through 
i t s agent, the Totecco Industry Leaf Financ:e Agency. 

4.8.17 A summary of the d i s t r ibu t ion for the years ended 31 March 1983 and 31 
March 1982 i s shown telow: 

Gross proceeds frcm sa les of totecco leaf 
Applied to : 

Broker's commission 
Freight 
Rehandling charges 
Ccmmonwealth tax levy 
Crop insurance 
Marketing Board charges 
Growers' l i e n s , orders e t c . 
Net prcx:eeds to growers 

23 

4 
17 

23 

198] 

666 

439 
133 
56 
60 
100 
354 
634 
885 

666 

L-82 
$ 

338 

896 
747 
827 
505 
582 
995 
334 
452 

338 

23 

3 
18 

23 

1982-83 
$ 

402 244 

468 045 
144 789 
24 996 
132 777 
99 459 
321 781 
344 146 
866 251 

402 244 

4.8.18 By resolut ion of the Board, the levy on gross sales of totecco leaf 
during the year for Board charges was decreased from 1.5 per cent to 
1.375 per cent and the ra te of broker 's commission was increased frcm 
1.875 per cent to 2 per cent. 

(2) Inccme and Expenditure Account 

4.8.19 The Board's income and expenditure accounts for the past 2 years are 
summarised hereunder: 
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1981-82 1982-83 
$ $ 

Income 
Board charges (quota and non quota) 355 301 322 700 
Interest on investments 90 346 92 950 
Miscellaneous 14 026 323 

459 673 415 973 

Expenditure 
Selling costs 18 966 26 411 
Administration costs 338 208 405 395 

357 174 431 806 

Operating Surplus (Deficit) 102 499 (15 833) 
Extraordinary items 106 425 1 288 

Net Operating Defici t and 
extraordinary items (3 926) (14 545) 

(3) Balance Sheet 

4.8.20 The Board's telances are surmiarised in the following tab le : 

31.3c 31.3.83 
^ $ 

Board Funds - Accumulated Surplus 632 272 617 727 

Represented by: 
Fixed Assets 
Current Assets 
Energy Research Program 

Less Current L i a b i l i t i e s and Provisions 

Net Assets 

Scope of Audit 

4.8.21 The audit work undertaken by my off icers include^ tes t ing of the 
Board's revenue arxj expenditure systems and ver i f i ca t ion of asse t s and 
l i a b i l i t i e s at 31 March 1983. The audit of the Board's rea l i sa t ion 
account was undertaken by a firm of p r iva te p r ac t i t i one r s and has teen 
accepted for the purpose of my audi t . 

Conclusion 

4.8.22 The r e su l t s of the audit proved to te sa t i s fac to ry . 
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32 668 
655 760 
32 996 

721 424 
89 152 

632 , -> 

24 234 
672 514 
34 597 

731 345 
113 618 

617 727 



VICTORIA^ EGG MARKETING BOARD 

Introduction 

4.8.23 The Victorian Egg Marketing Board administers the marketing of eggs 
and egg products in Victor ia . I t operates a grading floor a t 
Keystorough in addition to a numter of receiving and sellir>g depots 
which are s i tuated in toth metropolitan and country areas. Certain 
operations are a lso conducted on tehalf of the Board by i t s aut torised 
agents, producer agents and d i s t r i t e t o r s . Pulp i s manufactured by the 
Board in i t s factory at Keystorough. Fran 20 June 1983, the Board 
changed i t s trading name to Egg Farmers of Victor ia . 

Statutory Reporting arxl Auditir^ Requirements 

4.8.24 The Marketing of Primary Products Act 1958 requires the Board to 
prepa-e an annual report on i t s cperations for the year including 
audited f inancial statements and del iver a copy to the Minister not 
l a t e r than 30 Novemter for tabling tefore toth Houses of Parliament. 
Section 12 of the Act provides for the audit of the accounts of the 
Board by the Auditor-General. 

4.8.25 The f inancial s ta tanents for 1982-83 adopted by the Board were 
received by audit on 12 Septemter 1983 and the audit report was signed 
on 11 November 1983. 

Finar.^ial Operations 

4.8.26 The f inancial operations of the Board for 1982-83 compared with 1981-
82 arf> summarised telow: 

1981-82 1982-83 
$ $ 

Inccme 77 040 996 88 068 175 
Expenditure 77 780 948 86 154 266 

Net Operating (Deficit) Surplus (739 952) 1 913 909 

4.8.27 The main factors responsible for the surplus of $1 913 909 in 1982-83 
as compared with a de f i c i t of $739 952 in 1981-82 were: 

(1) a s igni f icant reduction in the quantity of surplus eggs which 
are sold a t a loss or valued a t net rea l i sab le value; 

(2) an increase in revenue from egg sa l e s , resul t ing from higher 
sa les volume and higher pr ices ; and 

(3) an increase in producer con t r i t e t ions to Board costs due to 
higher Board charges to and greater egg production for the 
year. 

4.8.28 Pursuant to Section 20 of the Marketing of Primary Products Act 1958, 
the Govemor-in-Council approved the t ransfer of $1 150 000 to a 
reserve fund in 1982-83 to meet a long term loan repayment and working 
cap i t a l requirements. 
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4.8.29 Net asse t s of the Board a t 30 June 1983 were $5 430 989 (30 June 1982 
$3 517 080). 

Scope of Audi t 

4.8.30 The audi t covered tes t ing of the Board's revenue and expenditure 
systems, ve r i f i ca t ion of the a s se t s and l i a b i l i t i e s of the Board at 30 
June 1983. The work of a firm of p r iva te p r a c t i t i o n e r s v^ich performs 
the in terna l audit function was reviewed and accepted for the purpose 
of the aud i t . 

Conclusion 

4.8.31 i ^ a r t from seme minor control weaknesses brcxight to the a t tent ion of 
the Board, the r e s u l t s of the audi t proved sa t i s f ac to ry . 
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4.9 HELBOORHE WHOLESALE FROIT AMD VEGETABLE MARKET TRDST 

Introduction 

4.9.1 The Meltourne Vholesale Frui t and Vegetable Market Trust was 
established under the Meltxourne Wholesale Frui t and Vegetable Market 
Trust Act 1977. 

4.9.2 The functions of the Trust are to control , maintain and nenage the 
market and market lands a t Footscray. 

Statutory Reportirtg and Auditing Recjuirements 

4.9.3 The Meltourne Wholesale Fruit and Vegetable Market Trust Act 1977 
requires the Trust to submit to the Minister, as soon as pract icable 
af ter the end of each financial year, audited f inancial stiatanents. 
These statements are required to te tabled by the Minister in toth 
Houses of Parliament within 3 weeks of receipt .Sect ion 19 of the Act 
provides for an annual audit of the f inancial statements of the Trust 
by the Auditor-General. 

4.9.4 The financial s ta tanents for 1982-83 adopted by the Trust were 
received by audit on 25 August 1983 and the audit report was signed on 
10 Novemter 1983. 

Financial Operations 

4.9.5 The financial operations of the Trust for 1982-83 compared with 1981-
82 are summarised hereunder: 

1981-82 1982-83 
$ $ 

Inccme 3 278 470 3 535 248 
Expenditure 2 860 446 3 208 646 

Surplus 418 024 326 602 

4.9.6 Net assets of the Trust at 30 June 1983 were $3 074 748 (30 June 1982, 
$2 588 605). 

Scope of Audit 

4.9.7 The audit cxovered: 

(1) an update of the documentation and an evaluation of the E.D.P. 
installation; 

(2) documentation, evaluation and testing of the major revenue and 
ejcpenditure systems; and 

(3) verification of assets and liabilities at 30 June 1983. 
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Audit O b s e r v a t i o n s and RecosHendat ions 

Depreciation 

4.9.8 In the year under review, the Trust provided for the f i r s t time in i t s 
accounts an amount of $30 900 for depreciat ion of a railway siding. 
The provision represents depreciation of the siding for 1981-82 and 
1982-83. Construction of the siding i s expected to te f inal ised in 
1983-84.The reasoning for the T r u s t ' s ac t ion , as conveyed to audit , 
was that the external framework of the siding had teen substant ia l ly 
completed a t 1 July 1981 and, as such, normal wear and tear had 
ccmmenced from tha t da te . 

4.9.9 The Accounting Standards issued by the Austral ian accounting bodies 
provide that depreciation charges should te made as frcm the point of 
time v*ien a depreciable asset i s f i r s t put into use or held ready for 
use. As the railway siding has not teen completed, in audit opinion 
the decision by the Trust to provide for depreciat ion of the siding in 
1982-83 i s contrary to the Accountirci Standards. 

4.9.10 Audit recommended to the Trust tha t depreciat ion pol ic ies for a l l 
a s se t s should te consistent with the standards prescr i ted by the 
Austral ian accounting bodies. 

Sa la r ies and Wages 

4.9.11 A review by audit of procedures re la t ing to the preparation and 
payment of s a l a r i e s and wages revealed the following control 
weaknesses: 

(1) ca lcula t ions prepared by payrol l s ta f f to support payroll 
var ia t ions v^re not independently ver i f ied . Overpayments of 
$8 275 for c leaners ' wages, da t i rg fron 2 February 1982 to 12 
August 1983, were detected by audi t . The Trust has sought the 
approval of the Treasurer to wri te off these overpayments; 

(2) reconci l ia t ions of the var ia t ions tetween payro l l s , v^hich had 
been recommended by audit in a previous report , had teen 
discontinued; 

(3) attendance reg i s t e r s and summary time shee t s , v\hich form the 
bas is of payroll preparat ion, were not always signed by 
administrat ive staff and employees; and 

(4) there was no evidence to indicate that attendance r eg i s t e r s had 
been independently checked to ensure tha t times recorded by 
administrat ive staff were accurate . 

4.9.12 Measures to overcome these control weaknesses were conveyed by audit 
to the Trust . 

Conclusion 

4.9.13 Apart from the atove matters and other minor weaknesses brcxight to the 
a t t en t ion of the Trust , the r e su l t s of the audi t proved sa t i s fac to ry . 
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4.10 NETROPOLITAM FIRE BRIGADES BOARD 

Introduction 

4.10.1 The Metropolitan Fire Brigades Board i s cx)nstituted under the 
Metropolitan Fire Brigades Act 1958 and i s responsible for the control 
arxj fighting of f i r e s , the protect ion of l i f e and property in the case 
of f i re and the general control of a l l f i r e s ta t ions and brigades 
within the metropolitan f i r e d i s t r i c t . 

4.10.2 Ttie Board's main source of revenue i s cont r i te t ions fron f i re 
insurance companies, municipal i t ies and Sta te govemnent grants . 
Revenue i s a lso raised from services provided to various organisations 
for f i re prevention f a c i l i t i e s . 

Statutory Reporting and Auditing Requirements 

4.10.3 Section 48 of the Metropolitan Fire Brigades Act 1958 requires the 
Auditor-General to audit the accounts of a l l moneys received and 
dis tersed by the Board. The audited s ta tanents of receipts arxl 
payments are required to te furnished to the Govemor-in-Council. The 
Board i s also required to lay ccpies of these audited statements 
before toth Houses of Parliament within one month. Section 27 of the 
Act also requires the Board to provide the Minister, in Septemter, 
with an annual report of i t s a c t i v i t i e s for the previous year for 
tabling in Parl ianent . 

4.10.4 The financial s ta tanents of the Board were signed on 4 Octoter 1983 
and the audit report was signed on 24 Novemter 1983. 

Financial Operations 

4.10.5 The financial operations of the Board for 1982-83 compared with 1981-
82 in respect of the general fund are summarised hereunder: 

1981-82 1982-83 
$ $ 

Receipts 101 053 766 166 025 140 
Payments 102 574 859 165 949 932 

Cash Surplus (deficit) (1 521 093) 75 208 

4.10.6 The net assets of the Board at 30 June 1983 were $26 844 610 (30 June 
1982, $12 528 919). 

Scope of Audit 

4.10.7 The audit covered an evaluation of the system of internal controls 
over receipt and disbursement items. A review of the audit program, 
work papers and reports of the private auditors was performed by my 
officers and accepted for the purposes of this audit where 
practicable. 
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Audit O b s e r v a t i o n s and Recc»miendations 

Special Service 

4.10.8 The special service section i s responsible for the inspection and 
servicing of f i r e hoses, tose r e e l s , and f i r e ext inguishers in public 
bu i l d i rg s , fac tor ies and other p laces . Pr ior to commencement of the 
service a formal agreement i s entered into requir ing the Board to 
provide, as a minimum, a half yearly se rv ice . Examination of customer 
billir>g procedures for the special service sect ion disclosed: 

(1) Computerised "job t i cke t s " v«^ich provide data as to the type, 
locat ion and time schedule of services contracted are generated 
a t random in te rva ls upon the request of the off icer in charge of 
the special service sec t ion . Fai lure to request such "job 
t i c k e t s " on a regular scheduled tesis may resu l t in the non-
servicing of f i r e fighting equipment or , a l t e rna t ive ly , la te 
servicirxg. 

(2) Although ccmpleted "job t i cke t s " were sent to the Accounts 
Receivable Section for processing there was no system to ensure 
tha t a l l t i c k e t s issued were processed. Missing t i cke ts cxxild 
r e s u l t in f i r e fighting equipment not teing serviced or accounts 
not teing ra ised , with a resu l tan t loss of revenue. 

(3) There was no evidence that input data was checked to ensure 
val id pr ices were entered into the ccanputerised customer bil l ing 
system. Incorrect data could occasion under/overcharging of 
c l i e n t s . 

4.10.9 Audit recommended: 

(1) a sys tanat ic production of "job t i cke t s" in advance of due 
service dates to ensure that the Board's servicing obligations 
are met; and 

(2) tha t master f i l e pricing information shxould te ver if ied. 

Investment Powers of the Board 

4.10.10 Although the Metropolitan Fire Brigades Act 1958 i s s i l en t as to 
investment powers, since i t s inception the Board has invested surplus 
moneys in toth s t o r t and long term secxir i t ies . The value of 
investments held a t telance date to ta l l ed $16 216 000 and included 
deposit stock and a t c:all moneys on toth the o f f i c i a l and unofficial 
short term money market. 

4.10.11 Audit recommended that if the Board i s to continue investing in the 
unoff icial short-term money market i t should seek appropriate 
l e g i s l a t i v e author i ty . 

Audit Limitations of Section 48 

4.10.12 The scope of audit conducted by my Office i s limited by Section 48 of 
the Metropolitan Fire Brigades Act 1958 to the s ta tanents of receipts 
and payments. Consideration stould te given to amending the sect ion to 
allow for report by the Auditor-General on the incone and experxliture 
s ta tanent arxj telance sheet . 
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Conclusion 

4.10.13 Apart fron the atove matters and a numter of minor control weaknesses 
brought to the a t tent ion of the Board, the r e s u l t s of the audit 
examination proved to te sa t i s fac tory . 
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4 . 1 1 METROPOLITAN FIRE BRIGADES SOPERAMNOATION BOARD 

Introduction 

4.11.1 The Metropolitan Fire Brigades Superannuation Board was established 
under the Metropolitan Fire Brigades Superannuation Act 1976. The 
Board i s responsible for the administrat ion of the Metropolitan Fire 
Brigades Superannuation Fund within which a numter of superannuation 
schemes operate . 

4.11.2 The Board's revenue cons is t s pr imari ly of superannuation 
cont r ibut ions , i n t e re s t received from investments, commercial and 
housing loans and r en t s . The major expenditure items are pension 
payments under the various superannuation schemes. 

Statutory Reporting and Auditing Requirements 

4.11.3 Section 7 of the Metropolitan Fire Brigades Superannuation Act 1976 
Act requires the Board to furnish the Minister each year with a report 
of i t s cperations for tabling in Parliament. Section 13 of the Act 
provides for an annual audit of the accounts of the Board by the 
Auditor-General. 

4.11.4 The f inancial statements were adopted by the Board on 26 August 1983 
and the audit report was signed on 24 November 1983. 

Financial Operations 

4.11.5 The f inancial operations of the Board for 1982-83 compared with 1981-
82 are summarised hereunder: 

Income 
Expenditure 

Surplus 

4.11.6 Net asse t s of the Board a t 30 June 1983 were $73 822 055 (30 June 
1982, $62 027 513). 

Scope of Audi t 

4.11.7 The audit covered an evaluation of in ternal controls and concentrated 
on income fron superannuation contr ibut ions , i n t e r e s t earned frcm 
loans and investments, refunds of contr ibut ions and ver i f ica t ion of 
major a s se t s , current l i a b i l i t i e s and reserves a t 30 June 1983. 

4.11.8 For the purposes of th i s audi t , the work performed by the internal 
audi tors (a firm of pr iva te p rac t i t ioners ) was reviewed, evaluated and 
accepted. 

14 
4 

9 

1981-82 
$ 

246 823 
405 459 

841 364 

1982-83 
$ 

16 685 384 
4 895 643 

11 789 741 

48 



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

Actuarial Provisions 

4.11.9 A t r i enn ia l ac tuar ia l invest igat ion of the f inancial posi t ion of t t e 
Fund pursuant to the provisions of Section 14 of the Act was due a t 30 
June 1982 and had not teen obtained a t the date of audi t . This 
s i tua t ion was brought to the a t ten t ion of the Board by the internal 
aud i to rs . The matter stould te cietermined as soon as prac t icable . 

Conclusion 

4.11.10 Apart from a numter of minor control weaknesses brought to the 
a t ten t ion of the Board, the r e su l t s of the audit proved to te 
sa t i s fac to ry . 
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4 . 1 2 NATIONAL GALLERY OF VICTORIA 

Introduction 

4.12.1 The Council of Trustees of the National Gallery of Victoria was 
es tabl ished under the National Gallery of Victor ia Act 1966. The 
functions of the Council include: 

(1) management and administration of the National Gallery of 
Victor ia and the Banyule Gallery; 

(2) acqu is i t ion , display and preservation of the S ta te collection of 
works of a r t ; and 

(3) ass is tance in the promotion arxJ supervision of a r t education 
throughout Vic tor ia . 

Statutory Reporting and Auditing Requirements 

4.12.2 The National Gallery of Victoria Act 1966 requires the Council to 
provide to the Minister on or tefore 30 Septemter in each year a 
report containing a fu l l account of i t s inccme and expenditure for the 
previous year to 30 June for tabling in Parliament. .Section 17 of the 
Act provides for the annual audit of the accounts of the Council by 
the Auditor-General. 

4.12.3 The f inancial statements were received by audit on 27 Septemter 1983 
and the audit report signed on 24 November 1983. 

Financial Operations 

4.12.4 A summary of the f inancial cperations of the Council for the years 
1982-83 compared with 1981-82 i s given hereunder: 

Income 
Expenditure 

Surplus 

4.12.5 The increased surplus was mainly attributable to a reduction in 
expenditure on the acquisition of works of art from $1 145 703 during 
1981-82 to $729 000 during 1982-83. 

4.12.6 Net assets of the Council at 30 June 1983 were $7 040 172 (30 June 
1982, $6 012 160). 

Scope of Audit 

4.12.7 The audit covered: 

(1) a review and evaluation of internal controls operative within 
the National Gallery; and 
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1981-82 
$ 

3 232 561 
2 359 646 

872 915 

to
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1 

1982-83 
$ 

148 385 
120 373 

028 012 



(2) verification of the assets and liabilities at 30 June 1983. 

Conclusion 

4.12.8 Apart from a numter of minor matters brought to the attention of the 
Council, the audit proved to te satisfactory. 
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4.13 OFFICE OF THE PUBLIC TRUSTEE 

Introduction 

4.13.1 The Public Trustee, appointed under the Public Trustee Act 1958, 
manages the estates of mental patients and other persons incapable of 
managing their own affairs and on the order of a judge of the Supreme 
Court deals with property the owner of which is unknown or c:annot be 
found. The Public Trustee may also te appointed executor of the will 
of any person or he may elect to administer the estate of a person who 
dies without leaving a will. 

Statutory Reporting and Auditing Requirements 

4.13.2 Under the Public Trustee Act 1958 the Public Trustee is required to 
keep certain accounts. These accounts include the common fund, 
building operations account, building depreciation account, interest 
suspense account and estate guarantee and reserve account. There is no 
provision in the Act requiring the Public Trustee to produce annual 
financial statements covering the cperations of the Office for audit 
but Section 62 of the Public Trustee Act 1958 provides for the 
accounts of all estates and properties controlled or managed by the 
Public Trustee to te subject to inspection by the Auditor-General. 

Financial Statements 

4.13.3 The following financial information in respect of accounts which are 
required to te maintained by the Public Trustee has teen cxmpiled by 
my officers frcm the records maintained at the Public Trustee's Office 
and from Law Department records. 

4.13.4 Sub-section (l)(b) of Section 56 of the Public Trustee Act 1958 
provides for a ocmmon fund. The Public Trustee in his capacity as 
executor and administrator of estates and trusts may invest receipts 
on tehalf of teneficiaries in a cxmiron fund to te invested and applied 
in accordance with the Public Trustee Act 1958. Certain other moneys 
n\ay te individually invested. The composition of the ocmmon fund at 30 
June 1983 and 30 June 1982 was as follows: 

Moneys held for 
Protected persons 
Deceased estates 
Minors 
Trusts and agencies 

Estates Guarantee and Reserve Account 
Unclaimed moneys 
Interest reserve 
Suspense-amounts pending alloĉ ation or 
adjustment 

Deposits by trustees 
Building Depreciation Account 

30.( 

64 591 
29 076 
7 243 
372 

5 610 
3 216 
2 100 

388 
64 
64 

112 728 

5.82 
$ 

520 
633 
880 
845 
000 
553 
000 

635 
236 
288 

590 

79 
33 
8 

6 
3 
3 

135 

30.6.83 
$ 

695 991 
743 940 
335 324 
423 542 
081 332 
836 126 
000 000 

437 999 
64 796 
74 116 

693 166 
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,13.5 The ocmmon fund was invested as follows: 

Mortgages 
Inscr i ted stock 

Victorian semi-government au thor i t i es 
Comonwealth government secxirities 
I n t e r s t a t e semi-government au thor i t i es 
In t e r s t a t e local-government au thor i t i es 

Ccrranercial bi l ls-bank accepted 
Loans to municipal and other s ta tutory 

bodies 
Land and buildings 
Cash a t tenk and on hand 
Bank terra deposit and special deposits 
Bank transferable deposit 

30.6.82 

67 294 

15 282 
6 517 
6 167 
1 944 
2 392 

3 691 
3 358 
866 

1 215 
4 000 

112 728 

$ 
199 

100 
138 
000 
272 
501 

320 
588 
275 
197 
000 

590 

65 

24 
6 
12 
2 

10 
3 

3 
7 

135 

30.6.83 
$ 

644 587 

532 100 
497 138 
167 000 
444 272 

•• 

684 354 
361 908 
325 692 
036 115 
000 000 

693 166 

4.13.6 In addition to the funds held in the common fund, the Public Trustee 
has under his control other asse ts of substant ia l value. These asse ts 
include land and teildings and other unrealised asse ts telonging to 
the es ta t es teing administered by him. There are also e s t a t e 
l i a b i l i t i e s to te met during the administration and d i s t r i t e t i o n of 
these asse t s which are not recorded as a t 30 June 1983 in the 
f inancial records of the Public Trustee. 

Building Operations Accx)unt 

4.13.7 In accordance with Section 56A of the Public Trustee Act 1958, the 
Public Trustee i s required in respect of property occupied by him a t 
168 Exhibition S t ree t , Meltourne, to es tab l i sh a building account and 
a teilding depreciation account. Moneys in respect of the teilding 
depreciation account are held and invested in the cannon fund. Details 
of receipts and payments for the years ended 30 June 1983 and 30 June 
1982 were as follows: 

Receipts 
Rentals 

30.6.82 
$ 

548 485 

30.6.83 
$ 

647 229 

Payments 
Operating payments 
Transfer to Building Depreciation Account 
Transfer to In te res t Susperise Account 

172 883 
5 345 

370 257 

548 485 

213 345 
5 345 

428 539 

647 229 
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I n t e r e s t Suspense Accx3unt 

4 .13 .8 I n t e r e s t r ece ived from the investment of moneys forming p a r t of the 
common fund i s r equ i r ed by Sec t i on 57 of t he Act t o te pa id i n t o the 
i n t e r e s t suspense accoun t . From t h i s account t h e r e i s payable in each 
y e a r : 

(1) t o t he c r e d i t of the r e s p e c t i v e e s t a t e s r e p r e s e n t e d in the 
common fund, i n t e r e s t a t r a t e s determined from time t o time by 
t h e P u b l i c T r u s t e e ; and 

(2) such amount a s t he P u b l i c T r u s t e e deems necessa ry for c r e d i t to 
t h e e s t a t e s gua ran t ee and r e s e r v e account fo r the purpose of 
meet ing c e r t a i n contir>gencies i nc lud ing l o s s e s which might a r i s e 
on t h e s a l e of inves tments of t he cxminon fund. 

4 . 1 3 . 9 At t h e end of t he f i n a n c i a l y e a r , any remaining c r e d i t in the i n t e r e s t 
suspense account i s payable t o t h e Conso l ida ted Fund towards the cost 
of t h e a d m i n i s t r a t i o n of the Ac t . 

4 .13 .10 Opera t ions through the suspense account fo r the f i n a n c i a l y e a r s 1982-
83 and 1981-82 were: 

Inccme from inves tments 
T r a n s f e r from Bui ld ing Opera t ions Account 
Assessment fees 

1981-82 1982-83 
$ $ 

14 734 766 18 480 821 
370 257 428 539 

1 050 950 

15 106 073 18 910 310 

Apprcjpr ia t ions 
I n t e r e s t a l l o c a t e d t o e s t a t e s 
P r o v i s i o n fo r i n t e r e s t payable t o e s t a t e s 
E s t a t e s Guarantee and Reserve Account 
Conso l ida ted Fund 

10 935 568 13 384 677 
2 100 000 3 000 000 

81 783 241 200 
1 988 722 2 284 433 

15 106 073 18 910 310 

E s t a t e s Guarantee and Reserve Account 

4 . 1 3 . 1 1 This account was e s t a b l i s h e d in accordance wi th Sec t i on 57 of the 
P u b l i c T r u s t e e Act 1958 t o record g a i n s o r l o s s e s of ccmmon fund 
inves tments and t o meet c e r t a i n o t h e r expenses r e l a t i r g t o ccmmon fund 
i nves tmen t s . The account a l s o meets c e r t a i n o t h e r c o s t s and expenses , 
i nc lud ing those r e l a t i n g t o e s t a t e s where t h e r e a r e i n s u f f i c i e n t 
a s s e t s t o meet i t s cxosts arxJ expenses , o r where in t he opin ion of the 
Pxiblic T r u s t e e exists and expenses should not te tome by any 
p a r t i c u l a r e s t a t e o r t r u s t p r o p e r t y . 

4 .13 .12 D e t a i l s of the o p e r a t i o n s of the r e s e r v e account for t he f i n a n c i a l 
y e a r s 1982-83 and 1981-82 were: 
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1981-82 1982-83 
$ $ 

Balance 1 July 5 010 943 5 610 000 
Interest earned 674 014 786 275 
Transfer from Interest Suspense Account 81 783 241 200 

5 766 740 6 637 475 
Less legal costs and other expenses 156 740 556 143 

Balance 30 June 5 610 000 6 081 332 

4.13.13 Moneys standing to the credit of the estates guarantee and reserve 
account are invested as part of the cxxmon fund and the account is 
credited with a share of the earnings of the fund. 

Consolidated Fund 

4.13.14 Fees and conmissions from the management of es ta tes by the Public 
Trustee, together with the in te res t cont r i te t ion already mentioned, 
are paid to the Department of Management and Budget for credi t to the 
Consolidated Fund, from which the operating expenses of the Office of 
the Public Trustee are met. The Public Trustee also co l lec t s moneys 
from various sources which are credited to the Consolidated Fund, 
including prote te duty on es ta tes administered by him and amounts on 
account of maintenance of cer ta in pa t ien ts in mental hospi ta ls . 
Par t icu lars a re : 

RECEIPrS 
Fees and conmissions 
Protete duty 
Surplus-Interest Suspense Account 
Maintenance - patients in mental hospitals 
Appropriations of former years 
Miscellaneous 

PAYMENTS 
Salaries and allowances 
Payments in lieu of long service leave 
Overtime and penalty rates 
Administration 

2 
2 
1 

4 

3 

3 

198] 

229 
555 
988 

97 
96 
17 

332 

006 
66 
24 

145 

243 

.-82 
$ 

513 
482 
722 
935 
429 
854 

518 

281 
968 
993 
735 

977 

2 
2 
2 

4 

3 

3 

1982-83 
$ 

593 609 
152 784 
284 433 

77 374 
98 547 
17 856 

994 445 

461 634 
22 639 
27 184 

218 655 

730 112 

Treasury Trust Furxl Receipts 

4.13.15 Unclaimed moneys collected by the Public Trustee and credited to the 
Treasury Trust Fund were $337 195 in 1982-83 ($308 608 in 1981-82). 
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Scope of Audit 

4.13.16 The audit covered: 

(1) an evaluation of in ternal control procedures over cash receipts 
and payments and investments; 

(2) su te tan t ive tes t ing of t ransac t ions ; 

(3) an examination of f i l e s maintained in respect of protected 
persons, deceased e s t a t e s and minors; and 

(4) a review of the work performed by the in terna l audit section. 

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

Bulk Shareholding Register 

4.13.17 Audit noted several instances where the t r u s t of f icer administerirg 
the e s t a t e disposed of shares without processing the transaction 
through the secu r i t i e s of f icer . 

4.13.18 Audit recemmended tha t the in te rna l control procedures te adhered to 
a t a l l times. 

Loss on Cermon Fund Mortgage - W.H.&S. Massey Pty. Ltd. 

4.13.19 On 17 April 1978 the Public Trustee advanced $706 000 to W.H.& S. 
Massey Pty. Ltd. subject to a cannon fund mortgage. Further small 
advances were made bringing the t o t a l amount advanced to $722 730. 

4.13.20 Following the cxjllapse of the company, the Public Trustee took 
possession of the proper t ies tendered as secur i ty . The prcper t ies were 
subsequently placed on the market for s a l e . After a protracted sel l ing 
period spanning almost 3 years , settlement was f inal ly effected during 
the year resul t ing in a loss to the common fund of $551 075. Pursuant 
to the Public Trustee Act 1958, $534 423 was recouped from the Estates 
Guarantee and Reserve Account. The telance of $16 652 represents 
i n t e r e s t foregone. The Public Trustee irxlicated that unrea l i s t ic 
valuat ions and vandalism of the property cx>ntriteted to the size of 
the loss . 

4.13.21 As a r e su l t of the experience in t h i s nratter, mortgage security 
requirements tecame more s t r ingent and more deta i led infonnation was 
required from valuers . 

Conclusion 

4.13.22 Apart from the above matters and a numter of minor weaknesses vthich 
were brought to the a t ten t ion of the Public Trustee, the r e su l t s of 
the audit examination proved sa t i s fac tory . 
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4 . 1 4 PORT OF PORTLAND ADTHORITT 

Introduction 

4.14.1 The Port of Portland Authority was established under the Port of 
Portland Authority Act 1958 arxl i s responsible for the management, 
control and development of the port of Portland. 

Statutory Reporting and Auditing Requirements 

4.14.2 The Port of Portland Authority Act 1958 requires the Authority to 
f ina l i se i t s accounts as soon as pract icable a f te r 30 June in eacdi 
year and present to the Govemor-in-Council audited financial 
statements to te laid tefore toth Houses of Parliament. Section 44 of 
the Act provides for an annual audit of the accounts of the Authority 
by the Auditor-General. 

4.14.3 The financial statements for 1982-83 were adopted by the Authority on 
22 Septenber 1983 and the audit report was signed on 24 Novemter 
1983. 

Financial Operations 

4.14.4 The financial operations of the Authority for 1982-83 compared with 
1981-82 are summarised hereunder: 

Incone 
Expenditure 

(Deficit) Surplus 

4.14.5 Each year the Authority receives a grant from the Government to offset 
any estimated s t o r t f a l l tetween i t s revenue and expenditure. For 
1982-83, the grant was $2 500 000 (1981-82, $1 060 000). 

4.14.6 Net asse ts of the Authority a t 30 June 1983 were $4 711 498 (30 June 
1981, $4 604 021). 

4.14.7 A curtailment of port development works during the year is reflected 
in the financial statements by: 

(1) a decrease in maintenance and cap i ta l experxliture; 

(2) redundancy payments of $219 396; and 

(3) a (jecrease of $142 574 in provisions for long service leave, 
annual leave and r e t i r ing g r a t u i t i e s . 

1981-82 
$ 

4 468 853 
4 765 391 

(296 538) 

1982-83 

6 031 252 
5 923 773 

107 479 
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Scope of Audit 

4.14.8 The audit included the documentation, evaluation and tes t ing of the 
Author i ty ' s revenue and expenditure systems and the ver 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 Authority a t 30 June 1983. 

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

Loan L iab i l i ty - Treasurer of Victoria 

4.14.9 No loan funds were advanced by the Treasurer of Victoria to the 
Authority during the year ended 30 June 1983. Advances a t 30 June 1983 
remained a t $3 822 900. 

4.14.10 The Treasurer approved the deferment of payment by the Auttority of 
the 1982-83 in t e r e s t charges of $151 715 and the pr inc ipal repayment, 
represented by the con t r i t e t ion to the National Debt Sinking Fund of 
$48 377. The t o t a l s of deferred i n t e r e s t and con t r i t e t ion a t 30 June 
1983 were $4 369 804 and $660 105 respec t ive ly . The in t e re s t l i a b i l i t y 
has teen disclosed in the notes to the accounts of the Authority. 

Temporary Overdraft Fac i l i ty 

4.14.11 Section 38 of the Port of Portland Authority Act 1958 provides for the 
Authority to torrow money fron any tenk or tenks by way of loan or 
overdraft with the consent of the Treasurer. 

4.14.12 Djring 1982-83 the Aut±iority's current accxxjnt was overdrawn on a 
numter of occ:asions without the approval of the Treasurer. The maximum 
amount overdrawn a t any one time was $110 000. 

Conclusion 

4.14.13 ^ a r t from the atove matters and a numter of minor weaknesses in 
in te rna l control brought to the a t t en t ion of the Authority, the 
r e s u l t s of the audit examination proved sa t i s fac to ry . 

58 



4 .15 RAILWAY CONSTRUCTION AND PROPERTY BOARD 

Introduction 

4.15.1 The Railway Construction and Property Board was established under the 
Railway Construction and Property Board Act 1979. The main functions 
of the Board were to construct new railway l ines and develop arxl 
manage surplus railway land and housing. 

4.15.2 The Transport Act 1983 atolished the Board as fron 1 July 1983 and the 
resources and a c t i v i t i e s of the Board were divided tetween the S ta te 
Transport Authority, and the Property Division of the Ministry of 
Transport. 

Statutory Reporting and Auditing Recjuirements 

4.15.3 Section 234 of the Transport Act 1983 required that the annual 
financial statements in respect of the former Railway Construction and 
Property Board: 

(1) te prepared by the State Transport Authority; 

(2) include such information as i s necessary to give a true and fa i r 
view of the financial t ransact ions and s t a t e of a f fa i r s of the 
former Board; 

(3) te ce r t i f i ed correct by the managing d i rec tor and pr incipal 
accounting officer of the State Transport Authority; 

(4) te audited by the Auditor-General; and 

(5) te presented to the Minister of Transport by 1 Decemter 1983. 

4.15.4 The annual accounts of the former Board which were ce r t i f i ed by the 
State Transport Authority were received by audit on 8 Novemter 1983. 
The audit report was signed on 24 Novemter 1983. 

Financial Operations 

4.15.5 The financial operations of the Board for 1982-83 compared with 1981-
82 are summarised hereunder: 

1981-82 1982-83 
$ $ 

Operat ions 
Housing - (def ic i t ) (157 374) (359 748) 
Development - surplus 349 309 136 490 

Operating surplus (def ic i t ) 191 935 (223 258) 
Abnormal item (762 620) 

Deficit (570 685) (223 258) 
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4.15.6 Net asse t s of the Board a t 30 June 1983 were $70 143 543 (30 June 
1982, $48 665 479). This increase was due largely to the vesting of 
addi t ional houses and development proper t ies in the Board. 

4.15.7 Project costs of $678 169 were wri t ten off during 1982-83 as a 
consequence of the reappraisal of cos ts incurred in respect of 
f e a s i b i l i t y s tudies and other work atendoned. In addi t ion, the 
Ministry of Transport directed that the Board charge only d i rec t costs 
to specified projects resul t ing in a wri te-off of overhead costs 
r e l a t ing to such pro jec t s . 

Scope of Audit 

4.15.8 The audit covered the documentation, evaluation and test ing of the 
Board's major revenue and expenditure systems and ver i f icat ion of 
a s se t s and l i a b i l i t i e s a t 30 June 1983. 

Conclusion 

4.15.9 i^art from minor weaknesses which were brought to the attention of the 
Board, the audit proved satisfactory. 
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4 .16 RURAL FINAHCE COMMISSION 

Introduction 

4.16.1 The Rural Finance Ccmmission was established by the Rural Finance and 
Settlement Ccmmission Act 1961. The Commission's pr incipal functions 
are to administer the Rural Finance Act 1958, the Soldier Settlement 
Act 1958 and the Land Sett lanent Act 1959. 

4.16.2 The Commission provides financial assis tance to primary and secorxjary 
industr ies in rura l Victoria and i s responsible for the operation of 
the land settlement and soldier settlement schemes. On an agenc:y 
bas i s , the Commission a lso administers several special schemes of 
ass is tance including natural d i sas te r r e l i e f and the rural adjustment 
scheme. 

Statutory Reportir>g arxl Auditing Requirements 

4.16.3 The Rural Finance and Sett lanent Commission Act 1961 requires the 
Commission to prepare annual f inancial statements, a t 30 June, 
covering each of i t s pr incipal functions i . e . rural finance, soldier 
settlement and land sett lement. Section 27 of the Act provides for an 
annual audit of the accounts of the Commission by the Auditor-General. 
The Commission i s required to forward i t s audited financial statements 
in re la t ion to each pr incipal function to the Treasurer for tabling in 
Parliament. 

4.16.4 The financial statements for 1982-83 were received by audit on 3 
Octoter 1983 and the audit report was signed on 4 Novemter 1983. 

4.16.5 

Financial Operations 

The r e su l t s of the financial operations of the 3 principal functions 
of the Commission for 1982-83 and 1981-82 are summarised hereunder: 

Rural Finance Fund - net profit 
Soldier Settlement - net loss 
Land Settlement - net profit 

1981-82 
$ 

5 491 224 
(522 360) 

1 266 099 

1982-83 
$ 

6 029 042 
(561 977) 
1 611 743 

Overall net profit 6 234 963 7 078 808 

4.16.6 The overall net assets of the Commission at 30 June 1983 and 30 June 
1982 are set out telow: 

Rural Finance Fund - net assets 
Soldier Settlement - net liabilities 
Land Settlanent - net liabilities 

30.6.82 
$ 

59 002 881 
(34 234 081) 
(4 271 448) 

30.6.83 
$ 

60 863 775 
(34 796 058) 
(2 659 705) 

Net assets 20 497 352 23 408 012 
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Scope of Audit 

4.16.7 The audit covered: 

(1) cash rece ip t s , cash payments, payrol l and tenk telances; 

(2) inventor ies , investments, debtors and fixed a s se t s ; and 

(3) current l i a b i l i t i e s and loan l i a b i l i t i e s . 

4.16.8 The Commission continued to use the services of p r iva te pract i t ioners 
t o conduct an independent check on s a l a r i e s , mortgage loan securi t ies 
and money market s e c u r i t i e s . Their repor ts and working papers have 
teen evaluated by my off icers and were accepted for the purposes of 
the audi t . 

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

Investment Inccme - Rural Finance Fund 

4.16.9 In te res t of $1 318 287 earned on investments for the year ended 30 
June 1983 has teen disclosed in the Prof i t and Loss Account of the 
Rural Finance Fund. However, the t o t a l fund income frcm investments is 
$2 759 668. The telance of the investment incone, $1 441 381, 
represent income transferred d i r ec t ly to various provisions and 
reserves , the investments for which form par t of the Ccxnmission's 
investment pool. 

4.16.10 Audit reccxnmended that the t o t a l investment inccme te disclosed in the 
Prof i t and Loss Account and that subsequent t ransfers to the 
provisions and reserves te disclosed as appropriations in accordance 
with Australian Accounting Standards. 

Provision for Superannuation 

4.16.11 The Ccmmission has nade provision for i t s l i a b i l i t y in respect of 
employees who have or who are contributing to the S ta te Superannuation 
Scheme. The provision, which anounted to $5 639 237 a t 30 June 1983, 
i s addi t ional to the annual contribution required to reimburse the 
Sta te Superannuation Board for the anployer 's cont r i te t ion towards 
superannuation tenefits paid to former employees during the 1982-83 
f inancial year. 

4.16.12 The tesis for the provision i s an ac tuar ia l assessment conducted in 
1964 and modified on a number of occasions by the Ccxnmission to 
r e f l ec t changes in l eg i s la t ion and circumstances. 

4.16.13 Audit recxanmended tha t the Commission obtain regular independent 
ac tua r i a l advice as to the adequacy of the provision a t l eas t every 3 
years . 

Provision for Doubtful Debts 

4.16.14 At 30 June 1983 provision for doubtful debts amounted to $5 113 752. 
This provision has teen calculated using varying percentages tesed on 
the Commission's assessment of the r isk value of each c las s i f i ca t ion 
of (jebtor. 
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4.16.15 The provision represents a value judgment which i s not supported by 
any recent h i s t o r i c a l experiences in ted debt wri te-offs or specif ic 
circumstances kncwn to ex i s t a t the time the accounts were prepared. 

4.16.16 Audit considers the prevision for doubtful debts to te excessive, 
particnjlarly as the Ccmmission also requires adequate securi ty and 
insurance of a l l mortgage secur i t i e s during the term of the loans. 

Conclusion 

4.16.17 i^a r t from the atove matters , the r e s u l t s of the audit examination 
proved sa t i s fac tory . 
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4 . 1 7 STATE ELECTRICITY COMMISSION 

Introduction 

4.17.1 The Sta te E lec t r i c i t y Commission of Victor ia was es tabl ished under the 
Sta te E lec t r i c i ty Commission Act 1958. In carrying out i t s 
r e s p o n s i b i l i t i e s under the Act, the Ccmmission i s required t o : 

(1) operate in accordance with c r i t e r i a , es tabl ished frcm time to 
time by the Minister, with respect to efficiencry, economy, 
safety and r e l i a b i l i t y ; 

(2) e f f i c i en t ly use the S t a t e ' s natural resources in the production 
of e l e c t r i c i t y (including i t s production by co-generation) arxl 
the subs t i tu t ion of more p len t i fu l or renewable resources for 
l e s s p len t i fu l resources; 

(3) e s tab l i sh a working environment which i s safe and sat isfying, 
and with cx^nditions of employment consis tent with govemnent 
pol icy; 

(4) comply with State environmental po l ic ies and give due 
consideration to environmental factors in the plannirg, design, 
construction and operational phases of every project ; 

(5) implement energy conservation goals consistent with policy 
es tabl ished from time to time by the Government of Victoria; 
and 

(6) operate in accordance with econonic and social objectives 
es tabl ished from time to time by the Government of Victor ia . 

Statutory Reporting and Auditing Requirements 

4.17.2 The State E lec t r i c i ty Commission Act 1958 requires the Ccmmission to 
prepare at the end of each financial year a telance sheet and a profi t 
and loss account in respect of a l l i t s cperat ions. Section 81 of the 
Act provides for the accounts of the Commission to te audited by the 
Auditor-General. An audited copy of the telance sheet and profit , and 
loss account i s to te included in the annual report of the Commission 
which i s to te laid tefore Parliament on or tefore 30 Novemter in each 
year. 

4.17.3 The financial statements were adopted by the Ccmmission on 4 Novemter 
1983, and the audit report was signed on 9 November 1983. 

Financial Operations 

4.17.4 The financial operations of the Commission for 1982-83 compared with 
1981-82 are summarised hereunder. For comparative purposes the 1981-82 
figures have teen restated to conform with the accounting treatment 
adopted for 1982-83. 
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1981-82 
Audited 

$000 
1 088 444 

1 012 360 

1981-82 
Resta ted 

$000 
1 088 444 

1 023 160 

1982-83 
Audited 

$000 
1 274 839 

1 206 405 

Revenue 
Experxliture (including 
extraordinary items) 

Surplus tefore contritetions to 
Consolidated Fund 76 084 65 284 68 434 

Less: 
Statutory Contritetion to 
Consolidated Fund 
Payment for current year .. .. 82 500 
Less provisions made 
in previous year .. .. 58 795 

Provisions for 1982-83 year 59 687 58 795 
23 705 

Net 
Add 

s u r p l u s 

T rans fe r 

1 fo r 

from 

y e a r 

General Reserve 

16 397 

• • 

6 

7 

489 

101 

44 

13 

729 

459 

Total Available for Appropriation 16 397 13 590 58 188 
/^propr ia t ions to Reserves 10 800 

impropriation - Brown Coal Royalty . . 892* 7 537 

Balance of revenue transferred to 
General Reserve 5 597 12 698 50 651 

* In 1981-82 the Brown Coal Royalty was stown as an expense. 

4.17.5 Net asse ts of the Commission a t 30 June 1983 were $227.54 mill ion 
($183.76 mill ion a t 30 June 1982). 

4.17.6 After allowing for a numter of changes in accounting treatment which 
are further commented upon in paragraph 4.17.9, the net surplus for 
the year increased from $6.5 mil l ion in 1981-82 to $44.7 mill ion in 
1982-83 and was due mainly to : 

(1) a net increase in t a r i f f charges during 1981-82; and 

(2) the write-tec:k of the sum provided in 1981-82 in respect of the 
s ta tu tory cont r i te t ion payable to the Consolidated Fund (further 
d e t a i l s are provided in paragraph 4 .17.9) . 

4.17.7 The effect of the changes in accountirg treatment was to change the 
net r e su l t for the year from a de f i c i t of $89.4 mil l ion to a surplus 
of $44.7 mi l l ion . These changes in accounting treatment conform with 
Australian Accounting Standards and meet the requiranents of the Act 
t o present a true and fa i r view. 
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Scope of Audit 

4.17.8 A numter of the Commission's f inancia l systems were examined during 
1982-83, including contract payments, payro l l s , trade c red i t and 
overseas loans and lease payments. A review of the plans , programs, 
repor ts and working papers of the in te rna l audi tor was undertaken 
during the audi t . The Commission's a sse t s and l i a b i l i t i e s a t 30 June 
1983 were ver i f ied . 

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

The Effect of Changes in Accounting Treatment 

4.17.9 Comment on the effect of these changes follows: 

(1) Contribution to Consolidated Fund 

During 1982-83, the Public Authori t ies (Contr i te t ions) Act 1966 
was amended to increase the r a t e of contr ibut ion payable to the 
Consolidated Fund in a f inancial year fron 5.5 per cent to 7.72 
per cent , based on the t o t a l revenue of the preceding year. As a 
consequence the sum paid to the Consolidated Fund by the 
Commission in 1982-83 was $82.5 mi l l ion . Of t h i s sum, $58.8 
mil l ion had teen previously provided for in 1981-82. 

In previous years , the Commission, in terms of the Public 
Authori t ies (Contri tet ions) Act 1966, se t aside each year a sum 
by way of a provision to make a con t r i t e t ion to the Consolidated 
Fund in the subsequent year. Such provision was accxxinted for 
as an experise pr ior to the determination of the net resul t for 
the year. In 1982-83, the Ccmmission ceased to make such a 
provision. If the previous prac t ice had teen followed, an 
addi t ional amount of approximately $96.8 mil l ion would have teen 
charged as an expense to neet t h i s provision. 

(2) Brown Coal Royalty 

During 1982-83 Section 82A of the Sta te E lec t r i c i t y Commission 
Act 19 58 was amended to increase the r a t e of contribution 
payable to the Consolidated Fund tesed on brown coal production 
frcm 2.46 cents to 13 cents per tonne. As a consequence, the sum 
paid to the Consolidated Fund by the Commission in 1982-83 was 
$4.4 mi l l ion . Of this sum $0.9 mil l ion had teen provided for 
previously in 1981-82. 

In previous years , such contributions were accxxinted for as an 
expense pr ior to the determination of the net resu l t for the 
year. Durirq the conduct of the audi t , the Ccmmission was 
advised tha t , in terms of Section 82A of the Act, such 
contr ibut ions should te accounted for as an appropriation af ter 
the determination of the net resu l t for the year. This advice 
was adopted in the 1982-83 accounts. The effect of the change in 
accounting policy was to reduce the expense i tan by $7.5 mill ion 
in 1982-83. 
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(3) Provision for Self Insurance (formerly Insurance Reserve) 

In recent years , the Ccmmission appropriated an anount of $2.5 
mil l ion annually to an insurance reserve. These appropriations 
were addit ional to the annual insurance expense tesed on the 
estimated commercial premiums which would have teen paid by the 
Commission had the premiums teen paid to insurance cotpanies. 

At i t s meeting on 9 June 1983, the Commission revised i t s 
accounting policy on sel f - insurance. The revised policy embraces 
the following key aspects: 

( i ) the annual charge te t reated as a cost having regard to 
the estimated canmercial premium on specif ic r i sks by 
dividing an estimate of future l i a b i l i t y by the assessed 
frequency of occurrence of the self- insured event; 

( i i ) the annual charge te treated as a cost incurred in 
earning revenue arxj not an appropriation of net 
revenue; 

( i i i ) the insurance account te c lass i f ied in the telance sheet 
as a current l i a b i l i t y or a deferred c±arge; and 

(iv) the insurance provision te increased by an apprcpriation 
of operating surplus as and vhen considered 
appropriate. 

The effect of the revised policy in 1982-83 was to increase 
ejpenses by $2.5 mi l l ion . 

Audit i s of the opinion that cer ta in aspects of the policy as 
s ta ted above may te contrary to the Australian Accounting 
Standards. I have indicated to the Commission by l e t t e r dated 
8 Septemter 1983, that further research i s required on the 
subject of self-insurance and, in these circxanstanoes, the 
accounting policy adopted ty the Ccmmission for 1982-83 should 
not to te regarded as a precedent for future years. 

(4) Provision for Long Service Leave and Wages Retiring Gratui t ies 

In previous years , the Commission has genfrally appropriated a 
s in to the provision for long service leave. In my May 1983 
repor t , I commented on the need for the Commission to formulate 
a specif ic policy par t i cu la r ly in re la t ion to the s t o r t f a l l tha t 
exis ted tetween the t o t a l long service leave l i a b i l i t y and the 
accumulated telance of the provision. 

Durirg the year the Ccmmission formulated a policy on the 
provision for long service leave and vages re t i ranent 
g r a t u i t i e s . The main aspects of the policy are : 

( i ) the l i a b i l i t y in respect of long service leave and wages 
retirement g r a t u i t i e s wi l l te accrued annually in the 
provision for long service leave account by adding a 
surcharge to the d i rec t labour charge-out r a t e ; 
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( i i ) the provision may te increased by an apprcpriation of 
operating surplus if the Ccmmission deems such action 
apprcpriate; arxJ 

( i i i ) the ex i s t i rq s t o r t f a l l tetween the t o t a l long service 
leave commitment and the provision wi l l te funded over a 
period not grea ter than 10 years . 

The effect of t h i s accounting change was to increase the expense 
item by $9 mi l l ion . 

Audit i s of the opinion tha t further consideration needs to te 
given to the policy. The treatment in point ( i i ) would be 
contrary to the Australian Accounting Standards in that 
increases in provisions for l i a b i l i t i e s should te charged as an 
operating expense, not as an appropriat ion. 

(5) Capi ta l isat ion of Borrowing Costs 

During the year the Commission reviewed i t s accounting policy 
re la t ing to the cap i t a l i s a t ion of torrcwing cx)sts. The main 
outcome of the review was to c lass i fy foreign currency 
t ransact ion gains and losses as finance charges and to apportion 
such charges tetween operational expenses and fixed asse t s . The 
Commission's policy accords with the draf t International 
Accountirg Starxlard on the cap i t a l i s a t i on of torrcwing costs . 

The effect of t h i s accounting policy change on the financial 
statements for 1982-83 was to decrease the alloc:ation of finance 
charges against cperations by $14.6 mil l ion and to increase 
fixed asse ts by a correspondirg anount. 

(6) Finance Charges 

Prior to 1982-83 the apportionment of finance charges tetween 
fixed asse t s and cperations was tesed on the net capital 
experxjitures of s igni f icant projects to June of the precedir^ 
year. Under a revised accounting policy effect ive in 1982-83, 
the tese for finance charges has teen expanded to include also 
cap i t a l expenditure incurred durirvg the year under review. 

The effect of th i s accounting policy change on the financial 
statements for 1982-83 was to decrease the a l loca t ion of finance 
charges against cperations ty $20.4 mil l ion and to increase 
fixed asse ts by a corresponding anx^unt. 

(7) Overhead Expenditure 

A review by the Ccmmission during the year of the tesis for the 
d i s t r ibu t ion of d i rec t overhead expenditure tetween operations 
and fixed asse ts resulted in a change in the percentage of 
d i rec t overheads allocated tetween operations and cap i t a l . The 
effect of t h i s change on the f inancial s ta tanents for 1982-83 
was to reduce overheads charged against revenue by $6.3 million 
and to increase fixed asse ts by a corresponding amount. 
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Bushfires 

4.17.10 The Commission has estimated that insurance claims to t a l l i ng $141 
mil l ion could te expected in respec:t of the teshfires of 16 February 
1983 in the areas l i s t ed telow: 

$ Million 

Macedon/East Trentham 100.00 
Cudgee 40.00 
Monivae 0.75 
Branxholme 0.25 

Total 141.00 

4.17.11 Insurance cover held by the Commission a t the time of the f i res was 
$60 million with an excess of $2.5 mi l l ion . 

4.17.12 The Commission's financial s ta tanents for the year ended 30 June 1983 
include a charge of $45 mil l ion as an extraordinary item representing 
the amount which the Ccmmission expects to pay over and atove any 
recovery from insurance set t lements . In addit ion, a contingent 
l i a b i l i t y of $57.5 mil l ion has teen included in the Commission's 
explanatory notes to the financial statements with respect to 
forthcoming l i t i g a t i o n over the va l id i ty of the public l i a b i l i t y 
insurance cover for teshfires. 

4.17.13 At 4 Novemter 1983 the Commission had se t t l ed claims with property 
owners in the Macedon/East Trentham area t o t a l l i ng $32.5 mil l ion on 
the tesis of denial of l i a b i l i t y . 

Depreciation 

4.17.14 An audit review in 1981-82 of the Ccxramission's depreciation policy 
disclosed that a number of prac t ices adopted by the Commission for the 
depreciation of fixed asse t s were a t variance with Australian 
Accounting Starxjards. The extent to which the departures fron the 
standards impacted on the annual depreciation charge had not teen 
determined by the Ccmmission and audit reconmgnded tha t the Conmission 
take action to provide information which would quantify the effect 
that the depreciation prac t ices had on the .annual depreciation 
charge. 

4.17.15 The area which audit considered to have the g rea tes t significance 
concerned the calculat ion of (Jepreciation charges for asse t s wiUiin 
the transmission and d i s t r i t e t i o n systems. Assets within these systans 
were regarded by the Commission as having a continuing function and in 
view of the problens of individual ident i f ica t ion arxj recording, the 
asse t s were grouped for depreciation purposes. Depreciation for these 
a s se t s was assessed using weighted average l ives and no adjustment was 
made for ear ly retirement or for continuance in service teyond 
assessed l i v e s . 
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4.17.16 In response to the above comments the Commission has quantif ied a sum 
of $1 mil l ion as the effect of the departures with respect to assets 
within the transmission arxJ d i s t r i t e t i o n sys tans . The extent to which 
the other departures affect the annual depreciat ion c:harge has not 
teen determined and reference i s made in the notes to the 1982-83 
accounts that quant i f icat ion of the departures w i l l te included in the 
scope of a forthcoming major review covering a l l aspects of 
depreciat ion. 

Newport D Power Station - Surplus Materials 

4.17.17 During 1982-83 an anount of $9 mil l ion for surplus materials and 
p lan t , ar is ing from the decision to reduce the generating capacity of 
Newport D Power Station was transferred to the fixed asset account 
frcm the deferred charges account. The Commission decided to transfer 
the amount vrfien i t was unable to determine what 'items made up the 
balance of the account and concluded i t was necessary to resolve the 
issue for the 1982-83 accounts. 

4.17.18 Information provided to audit disclosed tha t plant costing $1.5 
mi l l ion which had teen sold as scrap for $139 000 arxj plant costing 
$1.5 mil l icj i , which was stored in the United Kingdom, was subject to 
sa le as obsolete equipment. 

4.17.19 In view of the atove information, the asset account and the 
depreciation cdiarge for the power s t a t ion for 1982-83 are overstated. 
The Commission has indicated to audi t t h a t , as addit ional information 
has teceme available since the t ransfer was made, i t would further 
inves t iga te the matter. However, u n t i l t h i s investigatipn i s 
completed, the $9 mil l ion would remain as a fixed a s se t . 

Bulk SuK>ly - Meltourne City Council 

4.17.20 The dispute tetween the Ccmmission and the Melbourne City Council 
concerning telk supply elecrtr ici ty t a r i f f s was se t t l ed during the 
year . Under the terms of settlement an anount of $6 290 373, 
outstandirxj and withheld by the Council as teing equivalent to the 
cost of public l igh t ing , was waived in accordance with a direc±ion ty 
the Minister for Minerals and Energy. In terms of the arrangement, the 
Commission was to receive a cash se t t l anen t of $1.5 mi l l ion . 

Sale of SinkirKi Fund Secur i t ies 

4.17.21 The Public Authori t ies (Sinking Fund) Act 1982 provided for the 
a t o l i t i o n of sinking funds of ce r t a in public a u t h o r i t i e s . The Act 
removed the necessity for the Commission to provide a sinking fund in 
respect of any loan raised by i t on or a f t e r the date of carmencement 
of the Act. The Ccmmission could a l so , a f t e r a period of 3 months from 
the cemmencement of the Act, t ransfer any noneys standing to the 
c r e d i t of the sinking funds to i t s general funds, provided that no 
objections were received in writing fron the tolder of any registered 
stock issued by the Commission s ta t ing tha t a sinking fund should te 
continued for the term of t h e i r loan. Vhere such an objection was 
received frcm a stockholder the Commission was required to continue to 
provide a sinking fund in respect of tha t loan. 
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4.17.22 During the year, the Ccmmission real ised $16.2 mil l ion of sinking fund 
investments which resulted in a loss on sale of $1.1 mi l l ion . A 
balance of $360 has teen retained as sinking furxl investments in 
accordance with stockholders' d i r ec t ions . 

Conclusion 

4.17.23 i ^ r t frcm the above matters arxl sane minor weaknesses brcxight to the 
a t ten t ion of the Conmission, the r e su l t s of the audit proved 
sa t i s fac to ry . 
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4 . 1 8 STATE SUPERANNUATION BOARD OF VICTORIA 

Introduction 

4.18.1 The State Superannuation Board of Victoria was establ ished under the 
Superannuation Act 1958 and i s responsible for the administration of 
the Superannuation Fund established under Section 5 of the Act. 

4.18.2 The Board is also responsible for the administrat ion of the Pensions 
Supplementation Fund, the Superannuation Lump Sum Fund and the 
Parliamentary Contributory Superannuation Ftind by reason of the 
relevant enabling leg i s la t ion e s t ab l i sh i rg these Funds. In addit ion, 
the Board i s responsible for the administrat ion of the Constitution 
(Governor's Pension) Act 1978. 

4.18.3 The audit of the accounts of the Sta te Superannuation Fund, which were 
received on 14 Septemter 1983, had not teen ccmpleted a t the date of 
preparation of th i s repor t . 

P e n s i o n s Supplementat ion Fund 

4.18.4 The Fund was established pursuant to the Pensions Supplementation Act 
1966 to meet the cx)St of supplementing, frcm 1 April 1966, the 
pensions of off icers who re t i r ed on or tefore 12 July 1961 or the 
widows of such off icers or of those off icers who died pr ior to that 
da te . 

Statutory Reporting and Auditing Recjuirements 

4.18.5 Section 10 of the Act requires the Beard to submit to the Treasurer to 
be laid tefore toth Houses of Parliament a report dealing with the 
general administration and cperations of the Fund; the adequacy or 
otherwise of the Fund; and any recommendations in connection with the 
use of any surplus. 

4.18.6 There i s no s ta tu tory provision for the preparation of financial 
s ta tanents or the audit thereof. However, the Board has produced 
f inancial statements for the Fund over the years and included these in 
i t s report to Parliament. For 1982-83 a telance sheet , a revenue 
statement and a statement of source and applicat ion of funds have teen 
prepared. The audit of the financial statements is undertaken by the 
Auditor-General as part of the audit of the Superannuation Board. 

4.18.7 The financial statements of the Fund were adopted on 14 Septemter 1983 
and the audit report was signed on 18 Octoter 1983. 

Financial Operations 

4.18.8 The financial cperations of the Fund for the l a s t 2 years are 
summarised hereunder: 

1981-82 1982-83 
$ $ 

Income 79 439 816 96 592 865 
Expenditure 79 424 438 96 568 348 

Net Increase in Fund 15 378 24 517 
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4.18.9 The net asse ts of the Fund a t 30 June 1983 were $77 660 (30 June 1982, 
$53 143). 

Par l iamentary Contr ibutory Superannuat ion Fund 

4.18.10 The Parliamentary Salar ies and Superannuation Act 1968 provides for 
the establishment of the Fund. The purpose of the Fund i s to provide 
pensions, r e t i r i ng allowances and other superannuation tenefits to 
former mentors of Parliament and the i r widows. 

Statutory Reporting and Auditing Requirements 

4.18.11 The Act does not make any provision for the preparation of financial 
statements or of any form of report on the year ' s operations. 
However, the t rus tees of the Fund have over the years provided 
Parliament with de t a i l s of the rece ip ts and payments of the Fund. For 
the year under review, a telance sheet , a revenue statanent and a 
statement of source arxl applicat ion of funds have teen prepared. 
There i s no s ta tutory provision for the audit of the Fund; the audit 
i s undertaken a t the request of the Treasurer. 

4.18.12 The financial statements of the Fund were adopted on 6 Septemter 1983 
and the audit report was signed on 18 Octoter 1983. 

Triennial Actuarial Investigation 

4.18.13 Pursuant to sub-section 3 of Section 13 of the Parliamentary Salaries 
and Superannuation Act 1968 a c e r t i f i c a t e dated 28 Septanter 1981 was 
received from the Government Actuary cert i fying to the amounts 
required from Consolidated Fund for the ensuring 25 years to enable 
the Fund to meet i t s future l i a b i l i t i e s . The amount of $4 902 414 was 
received during 1982-83. 

4.18.14 In the Trustees ' opinion nothing subs tant ia l ly affecting the ab i l i t y 
of the Fund to meets i t s l i a b i l i t i e s has occurred since the las t 
invest igat ion a t 30 June 1981. The next ac tuar ia l investigation into 
the s t a t e and sufficiency of the Fund wi l l te a t 30 June 1984. 

Financial Operations 

4.18.15 The financial cperations of the Fund for 1982-83 are sunmarised 
hereunder: 

1982-83 
$ 

Income 7 817 194 
Expenditure 6 834 964 

Net Increase in Fund 982 230 

4.18.16 The net asse ts of the Fund a t 30 June 1983 were $18 589 700 
(30 June 1982, $17 607 470) 

4.18.17 As th i s is the f i r s t year in which the f inancial s tatanents have teen 
prepared on an accrual tesis, comparative figures for inccme and 
expenditure for 1981-82 are not stown. 
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Superannuat ion Lump Sum Fund 

4.18.18 The Fund was established under the Superannuation (Lump Sum Benefits) 
Act 1981 and came into operation on 1 January 1982. The Fund took over 
the asse t s and l i a b i l i t i e s and c o n t r i t e t o r s of the Married Women's 
Superannuation Fund. The Fund covers the payment of superannuation 
benefi ts to cer ta in married women and par t - t ime off icers and employees 
of the Public Service. 

Statutory Reporting and Auditing Requirenents 

4.18.19 Section 17 of the Act requires the Auditor-General to audit the 
f inancial statements of the Fund. However, no reference i s made in the 
Act to the reporting requirements of the Board on the operations of 
the Fund nor of the nature of the f inancial s ta tanen ts required to te 
maintained for the Fund. The Board has prepared a telance sheet, a 
revenue statement and a statement of source and appl icat ion of funds 
for the year ended 30 June 1983. 

4.18.20 The financial statements were adopted by the Board on 
14 Septemter 1983 and the audit report was signed on 18 Octoter 1983. 

Actuarial Investigation 

4.18.21 The Fund is not an ac tuar ia l tesed fund tet ra ther an accumulating 
fund. 

4.18.22 Section 16 of the Act provides for an ac tua r i a l invest igat ion as to 
the s t a t e and sufficiency of the Annuity Account at 30 June 1983 and 
thereaf ter a t the expiration of each period of 5 years . However, there 
i s no requirement for an ac tuar ia l invest igat ion into the s t a t e and 
sufficiency of the Fund i t s e l f . The invest igat ion into the Annuity 
Account i s currently teing undertaken. 

4.18.23 The Annuity Account, which had a telance of $27 090 a t 30 June 1983, 
provides for future pensions payable to current pensioners as 
prescr i ted by Section 10 of the Act. 

Financial Cperations 

4.18.24 The financial operations of the Fund for 1982-83 are summarised 
hereunder: 

Inccme 
Expenditure 

1 
2 

1 

1982-83 
$ 

180 989 
826 683 

645 694 Decrease in Fund 

4.18.25 The net assets of the Fund at 30 June 1983, after taking into account 
a reduction of $3 033 in the Annuity Account, were $4 756 324 (30 June 
1982, $6 398 985). 

4.18.26 As the Fund only came into operation on 1 January 1982, no comparative 
figures are shown for income and expenditure for the period 1 January 
to 30 June 1982. 
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4.18.27 The major reasons for the decrease in the Fund for the year were: 

(1) a subs tant ia l numter of refunds of con t r i t e t i ons ; and 

(2) the requirement under Section 3A of the Superannuation Act 1958 
for a female who tecones an officer on or a f t e r the canmenoenent 
of the Superannuation (Lump Sum Benefits) Act 1981 to jo in the 
Superannuation Fund. 

Scope of Audit 

4.18.28 The audit of the Pensions Supplenentation Fund, the Parliamentary 
Contributory Superannuation Fund, arxl the Superannuation Lunp Sum Fund 
consisted of an examination of the con t r i t e t ions and other income of 
the funds, the pensions and other tenefits paid by the funds and the 
ver i f icat ion of the asse ts and l i a b i l i t i e s of the funds a t 30 June 
1983. 

Audit O b s e r v a t i o n s and Rec(»aiendat ions 

4.18.29 The deficiencies in the relevant l eg i s l a t ion as to the repor t ing, form 
of financial s tatanents to te prepared and the auditing requirements 
indicate a need to review the l eg i s l a t ion arxl i t is recomnended tha t 
th i s matter receive urgent cxsnsideration. 

Conclusion 

4.18.30 The re su l t s of the audit examination of the funds proved 
sa t i s fac tory . 
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4 . 1 9 TOTALIXATOR AGENCY BOARD 

Introduction 

4.19.1 The Total izator Agency Board was establ ished under Section 116A of the 
Racing Act 1958. I t i s the function of the Board to provide off-course 
bet t ing on torse, harness and greyhound racing and on Australian rules 
f o o t t e l l . 

4.19.2 The pr incipal source of inccme of the Board i s commission derived from 
moneys paid into a t o t a l i z a t o r a t any one of the Board's 423 offices 
and fron the telephone tetting system. 

Statutory Reporting and Auditing Requirements 

4.19.3 The Racirg Act 1958 requires the Board within 3 months of 31 July to 
prepare and submit audited accounts, telance sheets and such reports 
as properly record the a f fa i r s of the Board to the Minister for 
tabling in Parliament. Section 116Y of the Racing Act 1958 provides 
for the Auditor-General to audit the f inancial statements of the 
Board. 

4.19.4 The financial statements were adopted by the Board on 13 Septemter 
1983 and the audit report was signed on 10 Octoter 1983. 

Financial Cperations 

4.19.5 The financial operations of the Board for 1982-83 compared with 1981-
82 are summarised as follows: 

1981-82 1982-83 
$ $ 

Inccme 67 530 444 78 662 497 
Expenditure 43 116 404 47 969 385 

Operating surplus 24 414 040 30 693 112 
Appropriation to reserves 1 964 652 4 189 092 

22 449 388 26 504 020 
Transfer fron reserves 241 200 1 633 000 

22 690 588 28 137 020 
Government underwriting 3 078 880 951 980 

Surplus available for distritetion 25 769 468 29 089 000 

4.19.6 The increase in income and consequent increase of $6 279 072 in the 
operating surplus was due principally to the introduction of after 
race payouts, extended tetting to race starting time and expanded 
media coverage. 
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4.19.7 The govemnent underwriting of $951 980 represents mon^ made 
avai lable under Section 116 I of the Racing Act 1958 by the Govemnent 
to ensure that the t o t a l d i s t r i t e t i o n to racing clute is equal to not 
l e ss than 3.525 per cent of T.A.B. turnover for the year. The 
reduction from $3 078 880 in the previous year was mainly a t t r i t e t a b l e 
to the t ransfer to inccme of the $1 633 000 from the l a te dividends 
reserve. Further comment on th i s matter i s given in paragraph 
4.19.13. 

4.19.8 In accordance with amendments to various provisions of the Racing Act 
1958, the amount appropriated to the development reserve increased 
from 0.25 per cent to 0.50 per cent of turnover as from 1 August 1982. 
As a r e s u l t , the amount transferred to the developnent reserve 
increased from $1 879 652 in 1981-82 to $4 189 092 in 1982-83. 

4.19.9 The net asse t s of the Board a t 31 July 1983 were $34 270 937 (31 July 
1982, $30 081 845). 

Scope of Audit 

4.19.10 The audit covered an evaluation of the systans and internal controls 
of the Board and concentrated par t i cu la r ly on the racing commission, 
l a t e dividerxls, fixed a s se t s , telephone tetting and agents' fees 
systems. Verif icat ion of asse ts and l i a b i l i t i e s a t 31 July 1983 was 
undertaken. 

4.19.11 The programs and working papers of the Board's internal audit division 
were examined and accepted for the purpose of the s tatutory audi t . 

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

Effect of Changes in Accounting Treatment 

4.19.12 Following comment in ny Decemter 1982 repor t , the Board reviewed the 
depreciation policy on computer equipnent. The review resulted in the 
Board resolving that ccmputer equipnent would te depreciated over a 7 
year period ra ther than over 10 years as was the previous Board 
polic:y. The depreciation expenses for 1982-83 increased by 
approximately $1 498 000 due to the policy change. 

4.19.13 Under Section 116 O of the Racing Act 1958 the Board t r e a t s as incone 
t t o se dividends which in i t s cpinion wi l l not te claimed by the 
persons en t i t l ed to them. The l a t e dividerxjs reserve, a reserve 
establ ished to meet claims for unpaid dividends previously transferred 
to inccme as atove, was reduced by Board resolution from 20 per cent 
t o 10 per cent of the aggregate of unclaimed dividends transferred to 
incxxne over the past 6 years . Consequently, an amount of $1 633 000 
was transferred to incone in 1982-83. 

Research and Developnent Costs 

4.19.14 During the year under review the Board has teen developing "in-heuse" 
a ocmputerised nenaganent infonnation system. A sum of $85 000, 
r ^ r e s e n t i n g the cost of employing consultants to a s s i s t in the 
development of the system, was capi ta l i sed in 1982-83. 
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4.19.15 A review conducted by the i n t e m a l audi t d ivis ion of the Board 
indicated that approximately $100 000, representirri cos ts of Board 
employees er^aged in the develcpment of the management information 
system, were not cap i ta l i sed tet vere c±iarged against the day-to-day 
operations of the Board. 

4.19.16 Audit recommended tha t : 

(1) ident i f iable latour costs of Board anployees involved in 
researcii and development should te cap i t a l i sed ; and 

(2) a consistent policy should te develcped for the accounting 
treatment of a l l research and development cos t s . 

Agent Relationship 

4.19.17 The Board agreed to arrange the manufacture of 150 terminal memory 
boards a t a cost of $68 250 for the Tota l iza tor Agency Board of Natal, 
South Africa. The manufacture and loading of the boards was 
subsequently contracted by the Victorian T.A.B. to 2 p r iva te firms. 

4.19.18 Section 116GA of the Racing Act 1958 requires the Board to obtain the 
approval of the Minister to act as an agent for other bodies. In audit 
opinion, the Victorian T.A.B. was acting as an agent for Natal T.A.B. 
but the Board did not seek the approval of the Minister in th is 
matter . Audit recommended that approval of the Minister te requested 
t o permit the Board to act as an agent for Natal T.A.B. 

Conclusion 

4.19.19 i^a r t fron the atove matters and a rximber of minor weaknesses brought 
to the a t ten t ion of the Board, the r e s u l t s of the audi t examination 
proved to te sa t i s fac tory . 

Response by Board 

4.19.20 The Board has indicated witJi respect to the matters disclosed under 
audit observations and recommendations tha t : 

(1) the accounting treatment of research and development cxsts is 
considered appropriate and tha t due to the nature and variety of 
the development type projects undertaken ty the Board, i t is 
nei ther possible nor prudent to apply a de f in i t e policy to the 
treatment of a l l labour cos t s . Each project wi l l te considered 
separately and treated in the l i gh t of circumstances; and 

(2) an approach would te made to the Minister to obtain approval as 
required under the Racing Act 1958 in regard to Natal T.A.B. 

Audit Ccnment on Response 

4.19.21 Audit remains of the cpinion expressed in paragraph 4.19.16 tha t a 
consistent policy i s necessary for the accounting treatment of 
research and developnent cos t s . 
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4.20 URBAH LAND ADTHORITT 

Intrcxjuction 

4.20.1 The Urten Land Authority was established under the provisions of the 
Urten Land Auttority Act 1979. 

4.20.2 The functions of the AutJiority are to provide developed and vacant 
allotments as directed by the Minister of Housing arxj to f a c i l i t a t e 
the disposal to the public of lands, toth cjeveloped and undeveloped, 
which the Govemor-in-Council declares should te disposed of in the 
public i n t e r e s t . 

4.20.3 Section 19 of the Urten Larxj Authority Act 1979 provides for Crown 
Land to te vested in the Authority for the purpose of development 
and/or s a l e . Proceeds of prcDperty sa les , l e ss any amounts incurred by 
the Authority in or in re la t ion to the development arxj sale of the 
property, are repaid to the owner. 

Statutory Reporting arxl Auditing Requirements 

4.20.4 The Urten Land Authority Act 1979 requires the Auttority to f inal ise 
i t s annual accounts within 2 months of 30 June. Section 13 of the Act 
provides for the audit of the Authori ty 's f inancial statements by the 
Auditor-General. The audited financial statements are to te forwarded 
to the Minister by 30 Noventer for tabling in Parlianent tefore 31 
December or , if Parliament is not s i t t i n g , forthwith upon the 
resumption of the s i t t i n g of e i the r House. 

4.20.5 The financial statanfients for 1982-83 were made available to audit on 
20 September 1983 and the audit report was signed on 18 Octoter 1983. 

Financial Operations 

4.20.6 The financial operations of the Authority for 1982-83 compared with 
1981-82 are summarised hereunder: 

Inccme 
Expenditure 

Operating Surplus 
Transfer to provision for decrease in 

land values 

1981-82 
$ 

3 293 223 
776 846 

2 516 377 

1982-83 
$ 

3 347 036 
792 069 

2 554 967 

(3 363 196 

Net Surplus (Deficit) 2 516 377 (808 229) 

4.20.7 Net assets of the Authority at 30 June 1983 were $7 643 776 (30 June 
1982, $8 452 005). 
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Audit O b s e r v a t i o n s and Recommendations 

"Keilor Downs" 

4.20.8 In my December 1982 report I drew a t t en t ion to undeveloped land at 
"Keilor Downs" for which the Valuer-General 's valuation of 30 June 
1980 had teen u t i l i s e d and commented tha t an adjustment may te 
necessary when a more recent valuation tecame ava i lab le . 

4.20.9 For the year under review a fu l l valuation of undeveloped larxj at 
"Keilor Downs" was cxmpleted and the Valuer-General 's valuation was 
adopted. This resulted in a write-down of $3 058 453 in respect of 
t h i s e s t a t e . 

Vested Lands 

4.20.10 Pursuant to Section 19 of the Act, the Authority has teen vested with 
undeveloped larxl owned by the Department of Crown Lands and Survey and 
developed land owned by the Housing Ccmmission. At 30 June 1983 the 
sa les of these lands resulted in surpluses of $936 374 and $7 965 767 
respect ively . 

4.20.11 For the purposes of accounting for these cpera t ions , the Authority has 
adopted the view that since the vested land i s not an Authority asset , 
t ransact ions re la t ing to these sa les should te separated from the 
Authori ty 's own land sa l e s . Accordingly, the f inancial s tatanents 
include only commissions on sales receivable by the Auttor i ty from the 
Department of Crown Lands and Survey and the Housing Commission. 

Scope of Audit 

4.20.12 The audit covered an evaluation of the system of intemal controls arxJ 
selective examination of individual transactions relating to the 
various accounting systems operated by the Authority and verification 
of the assets and liabilities at 30 June 1983. 

Conclusion 

4.20.13 Apart frcm a number of minor weaknesses brought to the attention of 
the Authority, the results of the audit proved satisfactory. 
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4.21 VICTORIAM DAIRY INDUSTRY ADTHORITY 

Introduction 

4.21.1 The Victorian Dairy Industry Authority was established under the 
Victorian Dairy Industry Authority Act 1977 arxj is responsible for 
a<ininistering the supply, sale and distritetion of milk in the 
proclaimed milk districts of the State. 

4.21.2 The Authority purchases milk produced under contract. It also 
purchases quantities of non-contract milk, the proceeds of which are 
paid into 'pools' which are distriteted on a monthly tesis after the 
deduction of operating expenses. 

Statutory Reporting and Auditing Requirements 

4.21.3 The Victorian Dairy Industry Act 1977 requires the Authority to 
prepare a telance sheet and statement of accounts. Section 20 of the 
Act provides for an annual audit of the accounts of the Authority by 
the Auditor-General. The audited financial statements are to te 
submitted to the Minister on or tefore the l a s t day of February in 
each year and laid tefore toth Houses of Parl ianent . 

4.21.4 The f inancial statements for 1982-83 adopted ty the Authority were 
received by audit on 10 Octoter 1983 and the audit report was signed 
on 17 ftovember 1983. 

Financial Operations 

4.21.5 The f inancial operations of the Authority for 1982-83 compared with 
1981-82 are summarised hereunder: 

1981-82 1982-83 
$ $ 

Income 142 803 154 154 736 440 
Expenditure 137 737 156 149 996 863 

5 065 998 4 739 577 
Transfer to Capital Fund 4 408 091 4 464 445 

Net Operating Surplus 657 907 275 132 

4.21.6 Net assets of the Authority at 30 June 1983 were $11 979 541 (30 June 
1982, $12 036 264). The decrease for the year, notwithstanding the 
operating surplus, was due largely to a reduction in the capital fund 
by way of amortisation charges for contract conpensation. 
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Scope of Audit 

4.21.7 The audit included the documentation, evaluation and tes t ing of the 
Authori ty 's expenditure and revenue systans and the ver i f ica t ion of 
asse t s and l i a b i l i t i e s of the Authority at 30 June 1983. 

4.21.8 In accordance with established p r a c t i c e , a firm of pr ivate 
p rac t i t i one r s i s responsible for the audit of each of the monthly 
pools. The firm operates in conjunction with the Authori ty 's internal 
audit group. Their audit programs, working papers and reports were 
examined and evaluated by my off icers and were accepted for the 
purpose of my audi t . 

4.21.9 A review of the computer i n s t a l l a t i on of the Auttor i ty was undertaken 
during the year. The objectives of the review were: 

(1) to assess the adequacy of physical secur i ty at the cxamputer 
s i t e ; 

(2) to evaluate controls bu i l t into the ccmmunications network to 
prevent the loss or corruption of data in transmission; 

(3) to evaluate the adequacy of operating procedures which safeguard 
the in tegr i ty of application programs and data; and 

(4) to review the procedures implemented to control the system 
development and maintenance process. 

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

In t ema l Audit of Pool Distr ibution 

4.21.10 As in recent years , the numter of audi ts of depots/processors 
conducted during the year by the Authori ty 's i n t ema l audit grcxip 
decreased compared with the previous year. This matter was also 
commented on in my May 1983 report (paragraphs 3.20.10-3.20.12) 
However, audit ascertained that internal audit ac t iv i ty had increased 
in the f i r s t quarter of 1983-84 and the Authority indicated i t was 
expected to increase further with the t ra ining of new staff . 

4.21.11 In audit opinion, each depot/processor not covered by the direct 
payments system should have a t l eas t one sales/purchase audit per 
year. 

Direct Payments to Producers 

4.21.12 In previous audit repor ts , I have expressed concern about the 
procedure used by the Authority in paying for i t s milk purchases 
through agents (depots e t c . ) . My concern has centred on the 
poss ib i l i t y t ha t , in the event of default by an a^ent, the Auttority 
may te required to pay a producer, notwithstanding the fact that the 
Authority had already made payment to the agent. 

4.21.13 In May 1983 repor t , I referred to the intention of the Authority to 
implanent a system of d i rec t payment to fanners and the various 
factors v*iich had led to the postponement of implementation of the 
system. 
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4.21.14 A working party was established on 12 Noventer 1982 to resolve the 
future of the d i rec t paynrents systan and the Auttori ty resolved on 17 
March 1983 t o progressively introduce d i rec t payments to a l l tolders 
of milk cont rac ts . Non-contract fanners, not already on the system, 
would continue to receive paynents thrcxigh agents (depots e t c . ) . 

4.21.15 In June 1983, farmers supplying milk to 9 depots, approximately 10 per 
cent of the Authori ty 's t o t a l milk purchases, were teing paid 
d i r e c t l y . 

4.21.16 The Authority i s seeking l eg i s la t ive provisions which would enable 
possible defaul ts in payments by depots to te met frcm the pools 
established under Section 38 of the Act. 

4.21.17 Until the d i rec t payments system i s extervjed to a l l fanners, audit 
remains of the opinion that the Auttority is teing placed in a 
posi t ion of r isk by paying for milk purchases through third pa r t i e s . 

Ccmputer Installation Review 

4.21.18 The configuration of the ccmputer ins t a l l a t ion of the Auttority 
includes 21 terminals, 3 of y^ich are a t external locations. The 
current ccmputer system was ins ta l led in Noventer 1982 following a 
review ty the Authority of i t s ccmputer f a c i l i t i e s . 

4.21.19 Audit identif ied the followir>g weaknesses on which recommendations 
were made: 

(1) The f i r e detection system is required to te manually act ivated. 
Audit recommended that the system should provide for automatic 
ac t iva t ion to ensure the system i s protected af ter hours. 

(2) NO formal arrangement had teen made with the computer 
manufacturer or other users of s imilar equipment to provide 
backup assis tance in the event of a major breakdown or 
catastrophe in the system. Audit reconmerxjed that consideration 
be given to the preparation of a reciprocal agreement with 
arxDther user or the manufacturer to provide such teckup 
f a c i l i t i e s . 

(3) A formal contingency plan for emergency s i tua t ions had not teen 
prepared. Audit recommerxled that a formal plan te developed for 
emergency procedures. 

(4) With a l l terminals havirq access to a l l pa r t s of the systan there 
i s a r isk of unauthorised access par t i cu la r ly via one of the 
unsupervised remote terminals. Audit recxmnended that as an 
addi t ional safeguard to the current password protecrtion systan 
terminals te dedicated to specif ic appl icat ions . 

(5) No r e s t r i c t i o n i s placed on E.D.P. staff and cer ta in users on the 
use of systan u t i l i t y programs which allow access to modify 
production f i l e s . Audit recxmmended a range of procedures 
designed to overcome th i s securi ty weakness. 
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Conclusion 

4.21.20 Apart from the atove matters and a numter of minor weaknesses in 
internal control brought to the attention of the Authority, the 
results of the audit proved satisfactory. 
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4 .22 VICTORIAN DEVELOPMENT FUND 

Introduction 

4.22.1 The Victorian Development Fund, v«hich commenced cperations on 26 
Novemter 1982, was established under the Public Account (State 
Developnent Account) Act 1982. 

4.22.2 The Fund has 2 component pa r t s , namely: 

the Cash Management Account; and 

the State Developnent Account. 

4.22.3 The Cash Management Account and the Sta te Development Account accept 
deposi ts from designated accounts and au thor i t i e s for periods not 
exceeding 12 months and for periods in excess of 12 months 
respect ively . The moneys in toth accounts can te invested in any 
manner declared by the Govemor-in-Council on the recommendation of 
the Treasurer arxj may te advanced to t:he Consolidated Fund for up to 
12 months from the Cash Management Account arxl for periods in excess 
of 12 montJis from the Sta te Development Account. 

Statutory Reporting arxl Auditing Requirements 

4.22.4 The Public Account Act 1958 requires the Treasurer to cause to te 
prepared a financial r ^ » r t on the Victorian Development Fund within 2 
months a f t e r the erxl of the f inancial year. Section 7G of the Act 
requires the report to te audited by the Auditor-General pr ior to 
teing tabled in Parliament. 

4.22.5 The financial report on the Fund was signed on 31 August 1983 and the 
audit report on the f inancial s ta tanents was signed on 30 Septemter 
1983. 

4.22.6 

Financial Operations 

The financial cperations of the Fund for the period 26 Novemter 1982 
to 30 June 1983 are shown hereunder: 

State Victorian 

Income 
E3q)erxliture 

Operating Profit 
Payment to Consoli 
Fund 

Retained Earnings 
Assets 

Ldate 

and 

3d 

Net 

Cash Management 
Account 

$ 
19 773 200 
19 611 539 

161 661 

100 000 

61 661 

Development 
Account 

$ 
2 248 807 
2 197 690 

51 117 

50 000 

1 117 

Development 
F\ind 

$ 
22 022 007 
21 809 229 

212 778 

150 000 

62 778 
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Scope of Audit 

4.22.7 The audit covered: 

(1) a detailed evaluation of the systems of internal control in 
operation with particxilar emphasis on the E.D.P. cperations; 

(2) an examination of the income and expenditure for the period; 
and 

(3) the verification of assets and liabilities of the Fund at 
30 June 1983. 

Audit Observations and Reccwmendations 

Non-Compliance with Public Account Act 1958 

4.22.8 On 30 June 1983 officers of the Victorian Development Fund estimated 
that the surplus of the Fund for the period ending 30 June 1983 would 
be approximately $350 000. The Treasurer then determined pursuant to 
sub-section (4) of Section 7G of the Public Account Act 1958 that 
$250 000 of this estimated surplus te paid from the Victorian 
Development Fund to the Consolidated Fund. 

4.22.9 Subsequent to the transfer of the $250 000 an investigation by 
officers of the Fund disclosed that the surplus would te in the 
vicinity of $213 000 rather than $350 000 as first estimated. On the 
basis of this information the Treasurer further determined that: 

(1) only $150 000 of the surplus would te transferred to the 
Consolidated Fund pursuant to sub-section (4) of Section 7G of 
the Public Account Act 1958; arxj 

(2) $100 000 would te paid to the Consolidated Fund pursuant to sub­
section (4) of Section 7B of the Public Account Act 1958 as a 
recoupment in advance of administrative expenses. 

4.22.10 In audit opinion, the provisions of the Public Account Act 1958 were 
not complied with in that the transfer of $150 000 to the Consolidated 
Fund was made prior to the end of the financial year. 

4.22.11 Further, sub-section (4) of Section 7B refers to the "recoupment of 
the costs of administering". At the date of payment no costs vhich 
would te subject to recoupnent had teen incxirred. In audit opinion 
this payment was contrary to the provisions of Section 7B. 

4.22.12 These matters were also commented on in paragraph 2.2.15 (8) of my 
first report for 1982-83. 

4.22.13 In audit opinion, there was also non-conpliance with Section 7A of the 
Public Account Act 1958 in that advances totalling $172.2 million were 
made to the Consolidated Fund prior to a determination of the 
Treasurer. This matter was raised in paragraphs 6.11.10 and 6.11.11 of 
my secorxi report for 1982-83. 
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Security of Investments 

4.22.14 An Order-in-Ccxincil of 15 June 1983 requires advances to any 
corporation to te secxired by public secxirities or negotiable 
instruments. On 30 June 1983 an amount of $5 mil l ion was invested by 
the Fund with a nerchant tenk. However, s ecu r i t i e s to the value of $4 
mil l ion only were held in respect of th i s investment. The investment 
was suteequently repaid to the Fund on 1 July 1983. 

Purchase of Coitputer Software 

4.22.15 A payment of $47 500 was made by the Department of Management and 
Budget on tehalf of the Fund to a ccnputer software company for the 
purchase of a licence to use computer software pr ior to toth the 
approval of the TerxJer Board and the signing of a licensing 
agreement. 

4.22.16 The licensing agreement was rrat signed u n t i l 27 July 1983, 8 montJis 
a f te r the Fund ccmmenced using t±ie software. 

4.22.17 Audit was advised by the Department of Management and Budget that the 
Tender Board and the Effectiveness Review Conmittee had teen consulted 
and that the interim payment was essen t ia l to erisure continued use of 
the ccmputer program. 

E.D.P. Review 

4.22.18 The software operatirq a t the Victorian Developnent Fund involves 2 
main systems, an on-line money market systan and a tetch type general 
ledger system. Both of these packages were purchased from a cxiiputer 
software company which has wri t ten an interface program tetween than, 
as well as further developing the 2 packages. 

4.22.19 During the course of the audit i t was oteerved that the accrued 
in t e re s t receivable and payable amounts as per the general ledger 
system differed from amounts reported in the on-l ine money market 
system. Due to the imbalance tetween the 2 systems audit undertook a 
limited review to es tab l i sh : 

(1) the cause of the imbalance of i n t e re s t accrued figures as 
produced by the Victorian Develcpment Fund's computer system; 

(2) the audit inpl icat ions of various program er rors reported tjy the 
Victorian Develcpment Fund's staff; and 

(3) the r e l i a b i l i t y of the calculat ion and accrual of i n t e re s t , as 
produced by the Victorian Development Fund's computer software. 

4.22.20 The r e su l t s of t h i s review indicated tha t : 

(1) TVio major programming er rors in the interface software were 
establ ished as the major cause of the imbalance tetween the 2 
systems but, without undertaking an indepth review, audit was 
unable to determine whether these programming errors were the 
sole cause of the imtelance. 
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(2) A report produced by the Victorian Development Fund s ta f f l i s t e d 
24 programming er rors and 21 desired enhancements to the system. 
Audit considers that there has teen no formalisation of the 
e r ro r report ing/recording/correct ion process although problens 
have consis tent ly teen encountered by the Victorian Development 
Fund's s taff and rec t i f i ed ty the ccmputer software cxmpany. 

(3) Reliance could te placed on the software for the in te res t 
ca lcula t ion f igures . This i s carr ied out by the on- l ine money 
market system. 

4.22.21 Other matters v^ich arose out of the review included: 

(1) a lack of any E.D.P. audit capab i l i ty , which i s considered to te 
a major i n t e m a l control weakness; 

(2) a lack of control over the use of passwords, which are an 
in tegra l control feature of any E.D.P. systan; 

(3) the fa i lu re by the off icers of the Fund to follow up reports 
produced by the systan with the resu l t an t non-ident i f icat ion of 
control breakdowns; 

(4) weaknesses in systans docximentation; and 

(5) lack of automatic recovery procedures which required manual 
amendments to control f i l e s . 

4.22.22 Audit made cer ta in reconmendations in re la t ion to these and other 
minor control cjeficiencies and a t the date of t h i s report , the 
of f icers of the Fund had taken action to remedy items (2) and (3) 
atove. 

Conclusion 

4.22.23 ^ a r t from the atove mat ters , v^iich are considered to te of a serious 
nature , the r e s u l t s of the audit proved sa t i s f ac to ry . 
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4 . 2 3 VICTORIAN ECONOMIC DEVELOPMENT CORPORATION 

Introduction 

4.23.1 The Victorian Economic Developnent Corporation was established under 
the Victorian Economic Development Corporation Act 1981. 

4.23.2 The main objectives of the Corporation are to : 

(1) increase the ra te of growth of the production of goods and 
services in Victor ia; 

(2) increase employment cpportuni t ies ; 

(3) increase the development of manufacturing arxl t ou r i s t industr ies 
throughout the S ta te , pa r t i cu la r ly in country areas; 

(4) exparxj t ou r i s t accommodation and f a c i l i t i e s thrcxighout the 
S ta te ; and 

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

Statutory Reporting and Auditing Requirements 

4.23.3 The Victorian Econonic Development Corporation Act 1981 requires the 
Corporation to prepare a t the end of eac±i f inancial year a s ta tanent 
of accounts including such information as i s necessary to give a t rue 
and fa i r view of the financial t ransact ions and the s t a t e of a f fa i r s 
of the Corporation. Section 43 of the Act provides for the audit of 
the Corporation's accounts by the Auditor-General. Audited statements 
must then te forwarded to the Minister, for tabling in Parliament, no 
l a t e r than 31 Decemter each year. 

4.23.4 The financial statements were adopted by the Corporation on 26 Octoter 
1983 and the audit report was signed on 9 Novemter 1983. 

Financial Operations 

4.23.5 The financial operations of the Corporation for 1982-83 compared with 
1981-82 are summarised hereunder: 

Inccme 
Expenditure 

Surplus 

4.23.6 Net assets of the Corporation at 30 June 1983 were $4 997 624 (30 June 
1982, $4 120 737). .^art frcm the surplus for the year, the increase 
in net assets was due to a capital grant from the State Govemment. 

1981-82 
$ 

6 883 859 
5 998 667 

885 192 

1982-83 
$ 

7 499 148 
6 822 261 

676 887 
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Qualif icat ion of Corporation's Financial Statements 

4.23.7 I t was necessary to again record the following qua l i f i ca t ion in the 
audit report on the f inancial statements: 

"The Victoria Promotion Committee, \«hose property, l i a b i l i t i e s , 
contracts e t c . were transferred to the Victorian Econcmic Development 
Corporation as from 1 July 1981, was a body which had i t s derivation 
from a t r u s t arrangement dated 22 March 1956 which establ ished the 
r e s p o n s i b i l i t i e s of the t rus tees of the Victor ian Promotion Trust 
Fund. 

The Victorian Econcmic Development Corporation Act 1981 which 
authorised the said t ransfer refers to a committee establ ished by the 
Sta te Developnent Decentralisation and Tourism Act 1978. 

On the evidence ava i lab le , there i s only one organisat ion called the 
Victor ia Promotion Committee, namely the committee established under 
the atove t r u s t arrangement, and tha t i t was the prcperty, 
l i a b i l i t i e s , contracts e t c . of tha t committee which were intended to 
te t ransferred under the terms of the Victorian Economic Development 
Corporation Act 1981". 

4.23.8 The Corporation has sought an amendment to the Victorian Economic 
Development Corporation Act 1981 in respect of t h i s matter . At the 
date of audi t , amending l eg i s l a t ion had not teen enacted. 

Scope of Audit 

4.23.9 The audit covered an examination and appraisal of the financial 
systans in cperation a t the Corporation. The asse t s and l i a b i l i t i e s of 
the Corporation a t 30 June 1983 were ver i f i ed . 

4.23.10 The Corporation engaged the services of a firm of pr ivate 
p rac t i t i one r s as i n t ema l audi tor . Internal audit programs, work 
papers and reports were examined as par t of the overa l l examination of 
i n t e m a l cont ro l . For the purposes of ity aud i t , work undertaken by the 
firm a t the Corporation's overseas off ices was accepted. 

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

Security for Loans 

4.23.11 Formal c r i t e r i a had not teen established as to what could te regarded 
as acceptable secxirity for commercial loans advanced by the 
Corporation. 

4.23.12 Audit is of the cpinion that formal c r i t e r i a should te establ ished in 
order tha t : 

(1) intending torrowers teceme informed as to the Corporation's loan 
securi ty requiranents; and 

(2) a consistent approach i s adopted by the Corporation when 
assessing secur i t i e s for loan appl ica t ions . 
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Conclusion 

4.23.13 i^art fron the atove and a numter of minor matters brought to the 
attention of the Corporation, the results of the audit examination 
proved satisfactory. 
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4.24 VICTORIAN FISHING INDUSTRY COUNCIL 

Introduction 

4.24.1 The Victorian Fishing Industry Council was established under the 
Victorian Fishirg Industry Council Act 1979. The objective of the 
Council is to promote all phases of the fishing industry with 
particular emphasis given to product and market development. The 
Council also advises the Minister for Conservation on the formulation 
of policies concerning the industry. 

Statutory Reporting and Auditing Recjuirements 

4.24.2 The Victorian Fishing Industry Council Act 1979 requires the Council 
to finalise its accounts within 28 days after 30 June. Section 16 of 
the Act provides for an annual audit of the accounts of the Council by 
the Auditor-General. The legislation also requires the Council to 
forward its audited financial statanents to the Minister on or tefore 
the last day of Noventer in eac±i year. 

4.24.3 The financial statements were received ty audit on 7 Octoter 1983 and 
the audit report was signed on 23 Novemter 1983. 

Financial Operations 

4.24.4 The f inancial operations of the Council for 1982-83 and 1981-82 are 
summarised hereunder: 

Income 
Expenditure 

Net Loss 

4.24.5 Net asse t s of the Council a t 30 June 1983 were $8 718 (30 June 1982, 
$33 455). 

Scope of Audit 

4.24.6 The audit covered: 

(1) t e s t i r g of con t r i t e t ions received from govemnent arxl pr ivate 
industry; 

(2) a review of the ^ s t a n of i n t e m a l control over purchase of 
goods and services and payment of c r ed i t o r s ' accounts; and 

(3) ver i f ica t ion of asse ts and l i a b i l i t i e s a t 30 June 1983. 

1981-82 
$ 

116 428 
119 941 

3 513 

1982-83 
$ 

144 644 
169 381 

24 737 
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Audit O b s e r v a t i o n s and ReccaHiendations 

Govemment Grant 

4.24.7 Section 15 of the Victorian Fishing Industry Council Act 1979 provides 
for the Council to receive a grant determined by the Treasurer, tesed 
on contributions the Council receives from the fishing industry. The 
r a t i o for 1982-83 was $2 from the Govemment for every $1 received 
from the fishing industry. 

4.24.8 Based on expected con t r i t e t ions of $35 000 during the year fron the 
fishing industry, a grant of $70 000 was provided to the Council by 
way of an appropriation fron the Ministry for Conservation which was 
included in a to t a l apprcpriation to the Council of $78 750. However, 
the Council received only $29 482 frcm the fishing industry during 
1982-83 and as such the amount of the grant to the Council exceeded 
that provided for in the r a t i o determined by the Treasurer by 
$11 036. 

Conclusion 

4.24.9 Apart from the atove matter and another minor weakness brought to the 
a t tent ion of the Council, the r e s u l t s of the audit proved 
sa t i s fac tory . 
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4.25 VICTORIAN INSTITUTE OF MARINE SCIENCES 

Intrcxjuction 

4.25.1 The Victorian Institute of Marine Sciences was established under the 
Victorian Institute of Marine Sciences Act 1974. The objectives of the 
Institute are generally to advance scientific research, technological 
development and knowledge in marine sciences. 

Statutory Reporting and Auditing Recjuirements 

4.25.2 The Victorian Institute of Marine Sciences Act 1974 requires the 
Institute to finalise its accounts within 3 months after 31 Decemter 
in every year and to submit them to the Auditor-General for audit. 
Section 24 of the Act provides for an annual audit of the accounts of 
the Institute by the Auditor-General. 

4.25.3 The financial statanents were received by audit on 31 March 1983 and 
the audit report for the year 1982 was signed on 27 July 1983. 

Financial Operations 

4.25.4 The f inancial operations of the I n s t i t u t e for the years erxled 
31 Decemter 1982 and 31 Decemter 1981 are suimiarised hereunder: 

1981 1982 
$ $ 

Inccme 275 369 171 798 
Expenditure 234 101 202 229 

Surplus (def ic i t ) 41 268 (30 431) 

4.25.5 Net asse ts of the I n s t i t u t e a t 31 December 1982 were $72 500 
(31 Decemter 1981, $100 730). 

Scope of Audit 

4.25.6 The audit covered an examination of income and expenditure for the 
year , and the ver i f ica t ion of asse t s arxl l i a b i l i t i e s a t 31 Decemter 
1982. 

Audit O b s e r v a t i o n s and Recc^aendat ions 

Asset Register 

4.25.7 Audit examination of the asset r e g i s t e r of ooeanographic equipment 
revealed that i t had not been kept up to da te . I t was oteerved tha t : 

(1) not a l l items of equipment purchased during the year were 
recorded in the r eg i s t e r ; arxl 

(2) the de t a i l s of lo s t items of equipment were not removed frcm the 
r e g i s t e r . 

94 



4.25.8 Audit recommerxled that the r eg i s t e r te kept up to da te . 

Conclusion 

4.25.9 Apart from the atove and a numter of minor matters brought to the 
a t t en t ion of the I n s t i t u t e ' s management, the audit proved 
sa t i s fac to ry . 

Response by I n s t i t u t e 

4.25.10 The reply fron the Ministry for Conservation dated 16 Septemter 1983 
stated that the I n s t i t u t e had noted the oteervat ions made by the 
auditor and that the recommerxlations would te incorporated in the 
I n s t i t u t e ' s accounting procedures. 
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4 . 2 6 VICTORIAN TOURISM COMMISSION 

Introduction 

4.26.1 The Victorian Tourism Conmission (V.T.C.) was established by the 
Victorian Tourism Conmission Act 1982 which came into operation on 
11 May 1983, atolishirg the Victorian Government Travel Authority 
(V.G.T.A.). 

4.26.2 The objectives of the Ccmmission are to: 

(1) market Victoria as a tourist destination for interstate and 
i nternat ional travelie rs; 

(2) increase: 

the number of travellers in Victoria; 
the period during which travellers or tourists stay at 
destinations in Victoria; 
the use of tourist facilities in Victoria. 

(3) increase the amount of travel within Victoria and the use of 
tourist facilities in Victoria by Victorians; 

(4) improve and develop tourist facilities in Victoria; 

(5) support and cx>-ordinate the provision of tourist facilities in 
Victoria; and 

(6) provide more efficient and effective utilisation of investment 
in travel and tourism within Victoria. 

Statutory Reportirvg and Auditir^ Requirements 

4.26.3 Section 27 of the Victorian Tourism Commission Act 1982 provides for 
an annual audit of the accounts of the Conmission by the Auditor-
General.The Act also requires the Commission to furnish to the 
Minister, not later than 31 December in each financial year, audited 
financial statements for the year ended 30 June. Copies of these 
statenents are required to te laid tefore toth Houses of Parliament. 

4.26.4 The financial statements of the Ccmmission were received by audit on 
2 November 1983 and the audit report was signed on 18 Novemter 1983. 

Financial Operations 

4.26.5 The financial operations of the Commission/Authority for 1982-83 
compared with the financial operations of the Authority for 1981-82 
are summarised hereunder: 
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V.T.C. and 
V.G.T.A. 

V.G.T.A. Year to 30 
1981-82 June 1983 

$ $ 
Income 5 381 937 6 997 231 
Expenditure 5 767 038 7 517 593 

Deficit 385 101 520 362 

4.26.6 The accumulated deficit of the Commission at 30 June 1983, after 
allowance for a credit of $121 000 which related to capital 
expenditure provided to the Commission from the Works and Services 
Account, was $500 560 ($101 298 at 30 June 1982). 

Scope of Audit 

4.26.7 Regular audits of the Victorian Goverrment Travel Auttority and the 
Victorian Touriam Commission were undertaken durirq the year by 
private practitioners appointed by the Authority and Ccmmission. 

4.26.8 My audit covered a review of the work carried exit by the private 
practitioners and an examination of selected procedures and records. 
The assets and liabilities of the Victorian Govemment Travel 
Authority and the Victorian Tourism Conmission were verified at 10 May 
1983 and 30 June 1983 respectively. 

Audit Observations and Recommendations 

Transport Infonnation Centre - Cost Recoupment 

4.26.9 The majority of costs incurred by the Ccmmission in operating the 
Transport Information Centre are by informal agreanent to te recouped 
fron Vic Rail and the Ministry of Transport. The Ccmmission arxl the 
Ministry of Transport are in dispute over the amount owing for the 
year ending 30 June 1983. Due to the lack of a formal agreanent, the 
Conmission may te unable to recover approximately $32 000 from the 
Ministry. 

4.26.10 Audit recommended that the Ccmmission take appropriate action to 
formalise an agreement with the parties concerned. 

Appointment of Consultant 

4.26.11 Both the Victorian Govemnent Travel Authority Act 1977 arxl the 
Victorian Tourism Commission Act 1982 provided for the appointment of 
consultants with the approval of the relevant minister. 

4.26.12 The former chairman of the Victorian Goverrment Travel Authority was 
appointed as a consultant from 1 July 1982. However, ministerial 
approval for the appointment could not te produced for audit 
examination. 

Conclusion 

4.26.13 Apart fron the atove matters and a number of minor weaknesses brought 
t o the notice of the Commission, the r e s u l t s of the audit proved 
sa t i s fac to ry . 

97 


