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Sir, 

Purauant to the proviaiona of the Audit Act 1958, I transmit herewith m/ 
fourth report in reapect of the 1983-84 financial year covering the audits of 
certain departments and 
Reporting Act 1983, and 
declared under the Act, 
includea the results of 
Restoration Project. 

public bodiea declared in accordance with the Annual 
the audits of a number of other atatutory bodiea, not 
which I am required by law to audit. The report alao 
a canprehensive audit review of the Emerald Hill 

This report is aupplanentary to ity reporta dated 18 September 1984, in 
relation to the Treaaurer's Statement for the year ended 30 June 1984, of 31 
October 1984 and of 22 January 1985, on the audit of certain departmenta and 
statutory bodiea during 1983-84. 

Ycxirs faithfully, 

The Honourable the Speaker, 
Legislative Asaenbly, 
Parliament House, 
MELBOURNE, VICTORIA. 

(ill) 
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PART 1 

BACKGROOBP IBFORMATION 

1.1 FORMAT OF REPORTS TO PARLIAMENT 

1.1.1 I have now preaented to Parliament 4 reporta in reapect of 1983-84, aa 
indicated below. 

1.1.2 The Firat Report, tabled on 18 September 1984, accompanied the 
Treasurer's Statement for the year ended 30 June 1984 and contained my 
report on that Statement, aa required by Section 47 of the Audit Act 
1958. 

1.1.3 The Second Report, tabled on 1 November 1984, contained obaervationa 
and recanmendations ariaing out of the audita of departmenta and 
public bcxiiea cteclared in accordance with the Annual Reporting Act 
1983 and in respect of which an audit opinion was prc3vided prior to 30 
September 1984. It alao included audit observations and 
recanmendationa on a number of other atatutory bodiea which have not 
been declared under the above Act but which I am required by law to 
audit. 

1.1.4 The Third Report, prepared on 22 January 1985 and tabled on 3 April 
1985, contained audit observations and reccnunendatione on thoae 
departments and public bcDdies declared in accordance with the Annual 
Reporting Act 1983 which were not covered in my second report and in 
reapect of which an audit report was aigned prior to 30 November 1984. 
It also covered the operations of certain other atatutory bodies which 
I am required by law to audit. 

1.1.5 Thia Fourth Report, which conpletea my report in reapect of 1983-84, 
covers thoae ciepartmenta and atatutory bodiea not included in my 
second or third reporta because of: 

delaya in the preparation of financial statements, 
balance dates other than 30 June, or 
incomplete audita. 

1.1.6 A separate report on the <3perationa and audited financial statementa 
of the Office of the Auditor-General waa transmitted to the Premier on 
26 September 1984 for preaentation to Parlianent in accordance with 
the Annual Reporting Act 1983. 

1.2 ACKHONLEDGHENTS 

1.2.1 As the tabling of thia report conpletea the reporting cycle in respect 
of audit activities for 1983-84 I wiah to acknowledge the contribution 
made by all membera of thia Office during thia period and the 
aasiatance of the Goverrtnent Printer in the timely printing of the 4 
reports. The contributions made by private sector accounting firma 
ertployed aa age nta for certain audita are alao acknowledged. 



1.2.2 An auditor's responaibilities can be diacharged nore effectively and 
econanically with the co-operation of those officera whose affaira are 
being audited. I wish to record appreciation for the co-operation and 
assistance that management and ataff of departments and statutory 
bodiea have extended to staff of this Office and appointed agents 
during the conduct of their work in 1983-84. 

1.2.3 It will be noted that many of the mattera referred to in this report 
repreaent management shortcominga and irregularities. In easence/ 
audit reports to Parliament are reports by exception, and as such do 
not purport to be a balanced account of the operations of goveranent 
departments and statutory bodies. Thia ia why the report may seem to 
emphasise shortcomir^s without giving credit for situations where no 
significant irregularities were observed. Neverthelesa, audit 
endeavoura to make constructive recoramendationa to organiaations to 
overcane auch shortcomings. In thia reapect I also wish to acknowledge 
the positive way in which most organisations have responded to audit 
reccmme nda t ions. 



PART 2 

MATTERS OF SPECIAL INTEREST 

2 . 1 REPORTING AND AUDITING REQUIREMENTS FOR SOBSIDIART COMPANIES 

Background 

2.1.1 I have observed, with sane concern, the eatablishment of subaidiary 
ccmpanies by government departments and atatutory bodiea. {A 
aubaidiary canpany is one that ia controlled or owned by the parent 
organisat ion). My concerns, which ariae fron the significant level of 
public funda that may be involved in such companies, are: 

(1) the powers and scope of a c t i v i t i e s of the subaidiary 
organisation could extend beyond those authorised or envisaged 
in the parent hDdy'a enablirci legis la t ion; 

(2) the reporting requirements under ccampanies legislat ion do not 
specif ical ly re la te to the accountability of the body to a 
Minister or Parliament. In seme cases, information on tlie 
financial tranaactiona of these organiaations ia not included or 
consolidated into the financial statements of the parent 
organisation, with the reault that Parliament is not fully 
informed of a l l the financial transactions and conmitments of 
government organiaations; and 

(3) private sector auditors may be appointed by such canpanies. If 
these companiea are not audited by ray Office there is no 
provision for reporting to Parliament on the financial 
statementa or other matters of general intereat to Parliament 
and parliamentary ccxnmittees. 

2.1.2 A review of aubaidiary canpaniea of cjepartmenta and authori t ies waa 
therefore undertaken by thia Office to eatablish their existing 
report irg and auditing arrangementa. 

2.1.3 In Victoria, subsidiary cxrapaniea are operated by t e r t i a ry educational 
ina t i tu t iona , primary product marketing boarda, the Health Conmiasion, 
Gaa and Fuel Corporation, Victorian Tourism Ccmmisaion and the 
Department of Management and Budget. A l i a t of companies identified by 
audit is set out in Table 1. 

2.1.4 The eatabliahment of subsidiary cxmpanies by departments and atatutory 
agencies i s alao a development in other Statea, par t icular ly in the 
t e r t i a ry education sector. 



Table I 

Subsidiary Canpanies Identified by Audit as Operated by Victorian 
Government Organisations 

Parent Organisation 

Tobacco Leaf 
Marketing Board 

Citrus Fruit 
Marketing Board 

Deakin University 

Company 

Australian Leaf Corporation 
Pty. Ltd. 

Citrus Fruit Marketing 
Company Pty. Ltd. 

Citrus Management Company 
Ltd. 

Deakin Inatitute for Studies 
in Education 

Deakin Foundation Ltd. 

Main Functions 

To purchase and arrange 
export of non-quota 
tobacco leaf. 

To provide raarketir^ 
and trading aervicea to 
producera and the 
industry. 

To contribute to the 
improvement of school 
syatana and other 
educational agenciea. 

To foster financial 
support for Deakin 
Univeraity. 

La Trobe University 

Durac Ltd. 

La Trobe Univeraity Houaing 
Ltd. 

Royal Melbourne Meltech Ltd. 
Institute of Technology 

To prcanote contract 
reaearch and 
consultancy. 

To manage and aciminiater 
prcperty of the 
Univeraity. 

Ncminee canpany for the 
Institute'a Union. 

Victoria College 

Health Conmiasion 

Techniaearch Ltd. 

Victracc Ltd. 

Health Canputing Servicea 
Vic. Ltd. 

Department of Aluminium Smelters of 
Management and Budget Victoria Pty. Ltd. 

To pranote cx>ntract 
research and 
consultancy by staff. 

To pranote contract 
reaearch and conaultancy 
by staff. 

To provide canputing 
servicea for the Health 
Ccanmiasion and Victorian 
public hoapitals. 

To manage the Victorian 
Government's partic:-
ipation in the Portland 
aluminium smelter 
project. 



Parent Orqaniaation Ccfyipany Main Functiona 

Gas and Fuel Albury Gaa Co. Ltd. To distribute gas and 
Corporation liquid petroleum gaa 

and to sell appliancea 
to cxistomers in Albury. 

" Gas and Fuel Exploration Tb explore for oil and , 
N.L. natural gaa and to 

develop any canmercial 
discoveries made. 

Victorian Tourisn Sessay Pty. Ltd. To lease certain 
Commission buildinga for the 

purposes of the 
Commission. 

" Victour Propertiea Ltd. To pranote certain 
Victorian touriat 
attractiona. 

Ministry of Transport V-Line Industries Pty. Ltd. To hold shares in joint 
venture pipeline. 

Existing Auditing Arrangements 

2.1.5 Of the subsidiary canpaniea identified in the review, one company is 
not audited becrause it is an exempt proprietary canpany. In my view, 
the practice of not appointing an auditor is unaatisfactory in any 
government owned organisation. The review ahowed that 16 subaidiary 
caipaniea are audited by private auditors under companiea legislation, 
including 3 which are also audited jointly by thia Office. In a number 
of caaes where private auditors only are appointed, the Auditor-
General doea not have a formal power of acceas to aubaidiary canpany 
records and audit reporta, deapite the fact that public money and 
possible future liabilitiea are involved. 

Existing Reporting Arranganenta 

2.1.6 Only 2 parent organisationa provide full disclosure of the company'a 
financial information by presenting consolidated financial atatements 
covering the aubaidiary canpany. Two which are audited by private 
auditors are not referred to at all in the parent organiaation'a 
annual report. 

Reccnmendat ions 

2.1.7 To overcane the problems identified in paragrapha 2.1.1 - 2.1.4, in my 
view the followiixi atepa should be taken. 

(1) Power to form aubaidiary companies 

Aa a general principle, the creation of auch bodiea ahould be 
aubject to proper ministerial decision where appropriate, and 
should be authoriaed uncter formal legialation. Such legialation 
ahould: 



(i) apecify objecta for the canpany which are conaistent 
with the powera and objectives of the parent body; and 

(ii) restrict the power of the aubaidiary canpaniea to alter 
the objects of the canpany aa aet out in the memorandum 
and art idea. 

(2) Accountability 

In order to make ccanpaniea establiahed by government departments 
and atatutory agencies more accountable to Parliament, 
legislation authorising the establishment of subsidiary 
ccmpanies should: 

(i) appoint the Auditor-General as auditor of all such 
canpaniea; and 

(ii) require the financial operationa and position of such 
companiea to be diacloaed, either by way of a separate 
annual report to Parliament or inclusion in the annual 
report and financial atatements of the parent 
organisation. 

Amendments to legialation covering Deakin and Monash 
Univeraities have recently been paased to permit thoae 
inatitutiona to create aubsidiary ccanpaniea vrfiich are to operate 
within aimilar accountability requirements to thoae which are 
reccmmended. 

2.2 OTHER MATTERS OF SPECIAL INTEREST 

2.2.1 Matters of special interest detailed in Part 5: Audit of Statutory 
Bodies and Part 6 Einerald Hill Restoration Project are identified 
below: 

SUBJECT PARAGRAPH REFERENCE 

State Insurance Office 

Serious financial position of the Office as 
a result of continuing subatantial loasea for 
canpulsory third party insurance 5.17.6 - 5.17.12 

Losa of the Office for year underatated by 
$75.8 million and accumulated losaes under-
atated by $317.3 million due to inclusion of 

future investment income 5.17.15 - 5.17.16 

Tranaport 

Inconslatent accounting treatment of 
tranaactiona with the Public Account by 

Tranaport Authorities. 5.20.12 - 5.20.14 

Metropolitan Transit Authority 

Conflict aa to which Authority has 
responsibility for the operation and 
management of the metrc:̂ »litan rail aervice 5.20.20 - 5.20.22 



Victorian Arts Centre Truat 

Duplicate payments of $108 000 5.21.10 - 5.21.13 

Council of the Muaeum of Victoria 

No ccraplete centraliaed inventory of exhibits 
held by the Muaeum 5.4.10 - 5.4.11 

Council of Truateea of the National Gallery 
of Victoria 

No complete centralised inventory of worka 
of art in the State Collection of the Gallery 5.5.8 - 5.5.11 

Victorian Tourism Ccmnission 

Establishment of 2 wholly owned subsidiary 
ccanpaniea not subject to audit by Auditor-
General 5.23.10 

Emerald Hill Restoration Project 

Canprehensive audit of restoration project 
undertaken by former Housing Conmiasion of 
Victoria 6.1.1. - 6.2.51 

Qualification of Financial Statementa 

Cancer Institute Board 5.1.7 
Conatruction Industry Long Service Leave Board 5.3.7 
Geelong Grain Handling Improvement Authority 5.8.11 
Geelong Performing Arts Centre Trust 5.6.7 
Metropolitan Transit Authority 5.20.18 
Motor Accidenta Board 5.10.9 
Port of Melbourne Authority 5.12.11 
Portland Grain Handling Improvement Authority 5.8.16 
Road Conatruction Authority 5.20.40 
Road Traffic Authority 5.20.62 
S.E.C. Superannuation Fund 5.15.14 
State Employees Retirement Benefita Board 5.16.9 - 5.16.10 
State Inaurance Office 5.17.4 
State Transport Authority 5.20.76 
Victorian Arta Centre Truat 5.21.8 
Victorian Tourism Ccanmiaaion 5.23.8 



PART 3 

STATUS REPORT 

3 .1 Thia Pa r t repor ta on the a t a tua of obaervat iona and recanmendationa, 
r e l a t i n g t o the ctepartments and s t a t u t o r y bodiea included in Pa r t a 5 
and 6 of t h i s r e p o r t , which were contained in previoua repor ta of the 
Aud i t o r -Genera l . 

REPORT PAGE SUBJECT 

1982-83 41 

1978-79 55 

1980-81 172 

1981-82 118 

118 

1982-83 81 

DEPARTMENTS 

MINISTRY FOR PLANNING AND ENVIRONMENT 

Inadequate con t ro l procedurea a t the 
Environment P ro tec t ion Authori ty 
concerning asaeasment of l i cence feea 
and proceaaing of cxmputer input . 

81 

MINISTRY FOR POLICE AND EMERGENCY 
SERVICES 

Central Firearms Regiatry - system 
weakneas. 

Internal audit not yet eatablished. 

Audit of the police payroll and 
an examination of leave recorda 
revealed varioua weakneaaes in 
internal control. 

Charges for departmental aervicea 
- ineffective follow-up procedurea 
for collection of amounta due. 

Lengthy delaya between initial receipting 
of moneya at police atationa and 
tranamiaaion of moneya to head office, 
cauaing a losa of intereat to the 
Public Account. 

Failure to adjuat diacrepanciea ariaing 
fron the reimbursement of paymenta 
fron advance accounta. 

STATUS AT DATE OF 
PREPARATION OF THIS 
REPORT 

The Authority has 
taken action to 
improve control 
over asseaament of 
licence feea. 
Position ia 
unchanged in regard 
to pr(x«ssing of 
conputer input. 

Position unchanged. 

Position unchanged. 

Position unchanged. 

Corrective action 
has been taken on 
thia matter. 

Position has 
improved due to 
introduction of 
centralised 
collection 
procedurea for 
major revenue 
itana. 

Position ncM 
aatiafactory. 



REPORT PAGE SUBJECT 

82 Penalty Paymenta Office - Inadequate 
controls over accesa to source 
documents. No adequate check that 
action had been taken on all 
Traffic Infringement Notices before 
expiration of legal collection 
period, with consequent loss of 
revenue. Eatimated loaa of revenue 
in excesa of $50 000 for 1982-83 
becauae aummonses on unpaid Parking 
Infringement Noticea could not be 
served within the 12 months time 
limit. 

STATUS AT DATE OF 
PREPARATION OF THIS 
REPORT 

Action is in course 
to improve aecurity 
over source 
documents. 
Revised procedurea 
now in operation 
for Traffic 
Infringanent 
Notices, however, 
identified control 
weakneas still 
exists. Situation 
relating to 
Parking Infringe­
ment Notices haa 
improved aince 
introduction of 
word proceaaing 
equipment at 
varioua police 
centrea. 

STATUTORY BODIES 

ALBURY-MDDgjGA (VICTORIA) 
CORPORATION 

1978-79 
1979-80 
1980-81 
April 82 
April 84 

1979-80 
1980-81 
^ril 82 

7 
8 
10 
1 
14 

7 
10 
1 

Independent valuation of land 
and buildings required. 

No provision for depreciation 
has been made on buildings. 

The Corporation has 
canmenced action to 
obtain market 
valuationa for all 
real eatate 
holdinga. 

Poaition unchanged. 

i^ril 84 14 Departures fron established 
controls and procedurea in 
relation to land salea and 
property leaaing systems. 

Corrective action 
haa been taken on 
thia matter. 

1978-79 
1979-80 
1980-81 
1981-82 
April 84 

11 
15 
18 
8 
20 

CANCER INSTITUTE BOARD 

Private practice incone not 
verifiable by audit. 

Position uncharged; 
however, procedures 
proposed by the 
Board to apply in 
1985-86 should help 
to resolve this 
matter. 

10 



REPORT PAGE SUBJECT 

STATUS AT DATE OF 
PREPARATION OF TBIS 
REPORT 

CONSTRUCTION INDUSTRY LONG 
SERVICE LEAVE BOARD 

1981-82 5 
April 84 17 

Accounts do not diacloae 
gain or loaa on aales or 
switches of inveatmenta 
at the point of sale. 

Poaition unchanged. 

COUNCIL OF TRUSTEES OF THE 
NATIONAL GALLERY OF VICTORIA 

1980-81 139 Cash collectiona - internal 
control weaknesaea. 

Appropriate action 
haa been taken 
on this matter. 

May 83 43 Wbrks of art - no regular 
stocktaking, lack of 

inaurance cover. 

Poaition unchanged. 

1981-82 12 

April 84 24 

COUNTRY FIRE AUTHORITY 

Authenticity of atatutory 
contributions should be 
verified by meana of a 
selective examination of 
premium returns. 

Some practicea adopted for 
depreciation of fixed aasets 
are not consistent with 
Australian Accounting 
Standards. 

Position unchanged. 

Position unchanged. 

24 Transfer by the Authority of 
interest earned on general 
account investments to the 
Sale of Property Fund should 
be reviewed by the Department 
of Management and Budget. 

GOVERNMENT PRINTING OFFICE 

1980-81 54 Sundry ctebtors - government 
departments - Department of Management 
and Budget instruction re payment of 
accounta within 30 days not being 
complied with. 

Position unchanged. 

Position un(i\anged. 
At 30 June 1984, 
debtors outatandir^ 
over 30 daya 
anounted to 
$1 632 965. 

11 



REPORT PAGE SUBJECT 

1982-83 23 Job Recording Syatem - the 
Office ahould re-asseas the 
usefulness of the System to 
the invoicing prcx;ess. There 
is a need for prcDcedures which 
ensure invoicea for all 
canpleted joba are iasued on a 
timely basis. 

STATUS AT DATE OF 
PREPARATION OF THIS 
REPORT 

The Office 
discontinued use of 
the Job Recording 
System in September 
1984. Manual 
proc:edures have 
been introduced to 
control invoicing 
of canpleted jobs. 

April 84 33 

34 

35 

GRAIN ELEVATORS BOARD 

Extent of overpayments of travelling 
and other expenses to former chairman 
and former manbers of the Board for 
years prior to 1981-82 not yet 
determined by the Board. 

The Board should determine the extent 
of overpayments of travelling 
expenses made since 1979 to senior 
management, with a view to recovery. 

Payments made by the Board for parking 
fines and certain legal expenses on 
behalf of officers should be 
reimbursed by the officers concerned. 

Extent of 
overpayments now 
determined by Board 
($7 858). 
Overpayments to 
former manbers have 
been repaid. An 
amount of $5 403 
relating to 
overpayments to 
former Chairman 
($2 964, balance of 
1981-82 
overpayments, arxJ 
$2 439, prior 
years) is still 
outstanding. 

Extent of 
overpayments nc3w 
determined 
($8 838). The 
Ministry of 
Transport has 
sought the opinion 
of the Crown 
Solicitor on 
whether 
overpayments ahould 
be recovered. 

The Board haa 
determined to take 
no further action 
on theae mattera. 

LEGAL AID OOMMISSIC^ 

May 83 36 Legialative amendment ahould be 
sought to require annual 
financial statements of the 
Legal Aid Fund to be prepared 
on an accrual basis. 

Position unchanged. 

12 



REPORT PAGE SUBJECT 

37 Consideration should be given to 
creation of an internal audit 
function. 

STATUS AT DATE OF 
PREPARATION OF THIS 
REPORT 

Funding approvals 
have been received 
by the Coramisaion 
for creation of 
internal audit 
function in 
1984-85. 

Apr i l 84 52 The Ccamiission should eva lua te the 
c o l l e c t a b i l i t y of amounts owed 
by a s s i s t e d persona on a r egu la r 
and t imely b a s i s and an e s t ima te 
of doubtful deb t s should be 
included in the notes forming 
p a r t of the annual f i nanc i a l 
s t a t e m e n t s . 

Evaluation of 
amounts cawed a t 30 
June 1984 canpleted 
by Canmission and 
an e s t ima te of 
(toubtful deb ts has 
been included in 
the 1983-84 
accounts . 

1978-79 58 
1979-80 76 
1980-81 94 
1981-82 40 

40 

LOCAL AUTHORITIES SUPERANNUATION 
BOARD 

Unsatisfactory contractual 
arrangements in respect of 
service bureau facilities to 
the Motor Accidenta Board. 

Internal control weaknesses in 
computer operations. 

Agreement new 
expired. New 
arrangements are 
currently being 
considered by the 
parties. 

Position unchanged. 

41 An internal audit function 
should be established. 

Internal audit 
function now 
establiahed. 

April 84 60 Urgent action should be taken to 
either collect long outstanding 
debts or create an adequate 
provision for doubtful debts. 

The Board has taken 
action to finalise 
these matters. 

METROPOLITAN FIRE BRIGADES BOARD 

1982-83 46 

46 

Control weaknesses in customer 
billing procedures for the 
special service section. 

The Board should seek legislative 
authority for its investments 
in the unofficial short term 
money market. 

Position has 
generally improved. 

The Board has 
creased to invest in 
areas beyond its 
legislative 
authority. 

13 



REPORT PAGE SUBJECT 

STATUS AT DATE OF 
PREPARATTDN OF THIS 
REPORT 

1982-83 49 

1980-81 127 
1982-83 53 
April 84 67 

METROPOLITAN FIRE BRIGADES 
SUPERANNUATION BOARD 

Triennial actuarial investigation 
of the financial position of the 
Metropolitan Fire Brigadea 
Superannuation Fund due at 30 
June 1982 not yet obtained. 

METROPOLITAN TRANSIT AUTHORITY 

Assets consisting of part of 
the former Melbourne Underground 
Rail Locp vested in the 
former Victorian Railways 
Board, included in accounta 
of the former Melbourne 
Underground Rail Locp 
Authority. 

MOTOR ACCIDENTS BOARD 

Actuarial 
inveatigation of 
Fund at 30 June 
1982 now obtained. 

Position resolved. 
Assets now vested 
in Metropolitan 
Transit Authority. 

1980-81 
1981-82 

15 
64 

1980-81 15 

1981-82 62 

64 

Conputer operationa contractual 
relationship - formal agreement 
to be finalised. 

Betheada Hoapital - agreement 
to eatablish a rehabilitation 
centre not yet finalised. 

Contingent liability in reapect 
of incone tax for accident 
victima not diacloaed. 

No authority under Motor Accidents 
Act 1973 for the Board to 
underwrite an overdraft of 
$400 000 on behalf of Bethesda 
Hospital. 

^reanent now 
expired. New 
arrangements are 
currently being 
considered by the 
parties. 

Agreement not yet 
finalised, however. 
Board has deferred 
financing any 
additional capital 
expenditure at the 
Hospital. 

Position unchanged. 

Crown Solicitor has 
advised Board 
underwriting of 
overdraft is 
authorised by the 
legislation. 

OFFICE OF THE PUBLIC TRUSTEE 

1980-81 145 Financial atatementa -
1981-82 70 amendment to legialation 

required. 

Financial 
atatements prepared 
for 1983-84. 
Poaition unchanged 
conĉ erning 
legislation. 
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REPORT PAGE SUBJECT 

1981-82 74 

1978-79 64 
1979-80 76 
1980-81 96 

Delays in banking of certain 
moneys received. 

ONION MARKETING BOARD 

Finalisation of winding-up 
delayed pending legal 
proceedings in respect of 
large shipment of onions 
to London. 

PORT OF MELBOURNE AUTHORITY 

STATUS AT DATE OF 
PREPARATION OF THIS 
REPORT 

Position uncharged. 

Distribution 
completed. Final 
liquidator's 
statement not yet 
produced for audit. 

i^ril 84 74 Land vested in the Authority 
under the Port of Melbourne 
Authority Act 1958 ahould be 
included in the balance sheet 
of the Authority. 

74 The Authority should consider a 
more realistic approach to 
determination of annual 
superannuation charge against 
revenue. 

Position now 
rectified. 

Appropriate action 
has been taken on 
this matter. 

PORT OF PORTLAND AUTHORITY 

1982-83 58 Current account overdrawn by the 
Authority on a number of occasions 
without the cxDnsent of the Treasurer, 
as required by the Port of Portland 
Authority Act 1958. 

POST SECONDARY EDUCATION INSTITUTIONS 

Practice has been 
continued by 
Authority. 

April 84 97 Lack of adequate accounting expertise 
and resources in T.A.F.E. Colleges. 

Sane improvement 
noted by audit in 
thia area. 

97 Lack of reporting to Parliament by 
Collegea of Advanced Education and 
T.A.F.E. Collegea and lack of 
information for Parliament on 
overall financial operationa of 
tertiary and T.A.F.E. educational 
area. 

Poaition unchanged. 

97 Inadequaciea in form and content of 
financial atatements. 

Some inprovement 
rxjted by audit in 
1983 acccxints. 
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REPORT PAGE SUBJECT 

STATUS AT DATE OF 
PREPARATION OF THIS 
REPORT 

April 84 85 

86 

STATE EMPLOYEES RETIREMENT BENEFITS 
BOARD • " 

Extent to which arrears of employee 
contributiona will be collected 
cannot be determined. 

Non-compliance with legialative 
proviaiona governirg payment of 
employer contributions and intereat 
charged on outatanding employer 
contr ibut ions. 

Poaition unchanged. 

Legialation atill 
being breached. 
Budget for 1984-85 
allowed for a 
resumption of 
employer 
contributions fron 
1 July 1984 and 
the payment of 
arrears and 
interest due prior 
to 30 June 1983. 
No provision has 
been made for 
employer 
contributions for 
the year ended 
30 June 1984. 

STATE INSURANCE OFFICE 

1981-82 82 
April 84 89 

Practice of recogniaing future 
investment incone in determining 
the provision for cDutstanding 
claims at balance date should be 
discontinued. 

Practice has been 
continued by 
Office. 

April 84 90 

90 

92 

Action necessary to ensure the 
accuracy of all irxJividual 
outstanding balances relating 
to employer's liability 
praniums. 

Depreciation practice for additions 
or extensions of existing aaaets 
not in accordance with Australian 
Accounting Standarda. 

PericxJical inventory check should be 
undertaken to establish physical 
exiatence of aasets recorded in 
assets register. 

Corrective action 
has been taken. 

Position unchanged. 

Position unchanged. 
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STATUS AT DATE OF 
PREPARATION OF THIS 

REPORT PAGE SUBJECT REPORT 

92 The Office should seek an actuarial Actuarial estimate 
estimate from the Government now obtained. 
Statist and Actuary of its liability 
for future contributions to the 
State Superannuation Fund for 
employees who are manbers of the 
Fund. 

STATE TRANSPORT AUTHORITY 

1980-81 233 V-Line Industries Pty. Ltd. wholly Position uncharged. 
1981-82 107 cwned subsidiary - no provision in 

legislation for accxHjnts to be 
audited by the Auditor-General. 

VICTORIAN ARTS CENTRE TRUST 

April 84 110 Several weaknesses in internal control Position uncdianged. 
procedures in catering operations. 

VICTORIAN PUBLIC OFFICES CORPORATION 

1981-82 101 The financial viability of the Position uncdianged. 
Corporation requires urgent review. 

VICTORIAN TOURISM COMMISSION 

1982-83 97 An agreement should be formalised Appropriate action 
with relevant parties concerning has been taken to 
recoupment of costs of operating resolve this issue, 
the Transport Information Centre. 
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PART 4 

AUDIT OF DEPARTMENTS 

4.1 ANNUAL REPORTING BT DEPARTMENTS 

4.1.1 In my aecond report to Parliament for 1983-84, dated 31 October 1984, 
I referred to the inability of aome departments to meet the time 
deadlines specified in the Annual Reporting Act 1983. In general terma 
the Act requirea the reaponsible Minister for each designated 
department to table in Parliament an annual report canprising a report 
of operations and audited financial statements before 30 September, or 
if Parliament is not sitting, within 14 days of its next sitting. I 
pointed out that 18 out of the 29 departmenta deaignated under the Act 
had required extensions of time fron the Treasurer for the tabling of 
their annual reports. 

4.1.2 The following 6 annual reports for the year ended 30 June 1984, which 
have been tabled in the current session of Parliament conmenced on 3 
April 1985, complete the departmental annual reporting cycle for 1983-
84: 

Law Department 
Ministry for Planning and Environment 
Ministry of Transport 
Ministry for Police and Emergency Services 
Office of Corrections 
Education Department 

4.1.3 Notwithstanding the provisions of the Annual Reporting Act 1983, 
Parliament has not, therefore, been provided with timely annual 
reports in respect of these departments. In several of these cases the 
annual report had been awaiting tabling for some time since Parliament 
rose on 2 November 1984. I therefore reiterate the view expressed in 
my second report of October 1984 that there should be provision in the 
Act for the sending of annual reports to the Speaker of the 
Legislative Assembly when Parliament ia not sitting and for such 
action to be regarded as tabling in Parliament. The reports could thus 
be made available to Manbers of Parliament and the public on a more 
timely basis. 

4.1.4 An unsatisfactory feature of departmental financial statements 
prepared under the Annual Reporting Act 1983 has been the failure of 
several departments to include my audit report on the financial 
statements in their annual reports in conjunction with those financial 
statements. The audit report is essential information to lend 
credibility to the financial atatementa and I have requested that in 
any redrafting of the Annual Reporting (Departments) Regulations 1984 
this requirement be made clear. 
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4.2 SCOPE OF AUDIT 

4.2.1 This Part contains observations and reccmmervlations arising fron the 
audit of the 2 departments on which I have not previously reported in 
respect of 1983-84. 

4.2.2 The scope of audit for 1983-84 for these 2 departments, both declared 
under the Annual Reporting Act 1983, included: 

(1) an evaluation of internal controls and subsequent ccmpliance and 
substantive testing of cash receipts, general payments, salaries 
and wages; 

(2) a review of interned audit operations, where applicable; and 

(3) verification of financial statementa. 
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4.3 MINISTRY FOR PLANNING AND ENVIRONMENT 

Introduction 

4.3.1 The former Department of Planning waa abolished aa frcm 1 Septanber 
1983 when the Miniatry for Planning and Environment waa establiahed as 
a Department by Order-in-Council purauant to the Public Service Act 
1974. The Miniatry abaorbed the functiona of the former Department 
together with the responsibilities of a number of statutory bodies 
previously under the control of either the Ministry for Conservation 
or the Department of Crown Lands and Survey. The bodies included the 
Environment Protection Authority, Land Conservation Council, Victoria 
Archaeological Survey and Port Phillip Authority. 

4.3.2 The Ministry is concerned primarily with developing and implementing 
policies for the use of private land and for the protection of the 
environment. 

Financial Responsibilities 

4.3.3 Major collections of the Ministry and its agencies comprise licence 
fees for waste diacharge, repayment of loana for reconatruction worka 
fron ownera of areas of historical significance, contribution towards 
an environmental impact study on pollution, grants from the 
Commonwealth under the National Estate Program and sales frcan a plant 
nursery. Payments by the Ministry include its salaries and wages and 
general expenses. 

Audit Observations and RecoHnendations 

Departmental Financial Statanents 

4.3.4 The Ministry's ledger records at 30 June 1984 had not been reconciled 
with the central financial records of the Department of Management and 
Budget. The Treasurer granted an exemption to the Ministry fron the 
requirement to reconcile its financial records with those of the 
central agency and permitted the departmental financial statements to 
be compiled from the records of the Department of Management and 
Budget. 

4.3.5 Audit recommended that for the future regular reconciliations of 
financial records be effected by the Ministry with the records of the 
Department of Management and Budget. 

Conclusion 

4.3.6 ^art fron the matter raised above, the unresolved matter referred to 
in the Statua Report and a number of minor control weakneaaes brought 
to the attention of the Ministry and its branches, the results of the 
audit proved aatiafactory. 
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4 . 4 AUDIT OF OTHER DEPARTMENTS 

4 .4 .1 The audit of the: 

. Miniatry for Police and Emergency Services 

is not reported separately as the audit examination proved 
satisfactory, apart from seme weaknesses in and departures frcm 
internal controls. 
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PART 5 

AUDIT OF STATUTORY BODIES 

5 . 1 CAHCER INSTITUTE BOARD 

Introduction 

5.1.1 The Cancer Ina t i tu t e Board waa established under the Cancer Act 1958 
with the following objectives: 

(1) to provide f a c i l i t i e s for research and investigation in respect 
of the causes, prevention, d i ^ n o s i s and treatment of cancer and 
a l l i ed conditions; 

(2) to undertake such research and investigation; and 

(3) to provide in Victoria and elsewhere for the special training of 
persons in such research and invest igat ions. 

Statutory Reporting arvd Auditing Requirements 

5.1.2 The Act requires the Board to forward i t s audited balance sheet and 
incone and expenditure statement to the Minister as soon aa 
pract icable af ter 30 June each year. The Act also provides for an 
annual audit of the accounts of the Board by the Auditor-General. 

5.1.3 The financial statements for 1983-84 were adopted by the Board on 18 
October 1984 and the audit report was signed on 20 December 1984. 

Financial Operations 

5.1.4 The financial operations as reported by the Board for 1983-84 compared 
with 1982-83 are summarised hereunder: 

1982-83 1983-84 
$000 $000 

Income* 28 710 30 199 
Expenditure 30 253 31 808 

Deficit 1 543 1 609 

* The main source of incone is derived from the Health Commission. 

5.1.5 The deficit for the year excludes prior period adjustments of 
$1 624 786 canprising expenditure of $1 354 270 for annual leave and 
$602 627 for (depreciation, together with an offsetting income amount 
of $332 111 relating to a 1982-83 Health Commission grant payment. 

5.1.6 Net assets of the Board at 30 June 1984 were $29 608 580 (30 June 
1983, $30 236 717). 
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Qualification of the Board's Financial Statements 

5.1.7 The Board's 1983-84 financial statements were subject to the following 
qualifications: 

"Included in the item Private Practice income is an amount of $379 341 
collected frcm practitioners for the use of Board facilities uncder 
agreements which do not provide for Board access to the practitioners' 
accounting recorda. Audit was therefore unable to verify whether this 
was the full amount due to the Board under those agreements". 

"Three prior period adjustments have been made through the Operating 
Fund as set out in Note 3(F). This treatment is required by the Health 
Canmission but is not in accordance with Australian Accounting 
Standards which require such adjustments to be included in the 
Statement of Income and Expenditure. In audit opinion this results in 
the understatement of income by $332 111 and the uncjerstatement of 
expenses by $1 956 897 with a net effect of understating the deficit 
of the year by $1 624 786". 

Scope of Audit 

5.1.8 The audit covered an examination of the incone and expenditure and 
verification of the assets and liabilities of the Board at 30 June 
1984. The work of the Internal Auditor and a firm of private 
practitioners, which assists in the internal audit function, was 
reviewed and accepted for the purposes of the audit. 

Conclusion 

5.1.9 Subject- to the qualifications, the unresolved matter referred to in 
the Status Report arxj a number of minor control weaknesses brought to 
the attention of the Board, the results of the audit examination 
proved satisfactory. 
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5.2 CITRUS FRUIT MARKETING BOARD 

Introduction 

5.2.1 The Board waa established under the Marketing of Primary Products Act 
1958 for the purpose of controlling the marketing of oranges, 
mandarins and grapefruit produced in Victoria. 

5.2.2 Under the Act, the Board may enter into and carry out any contract 
relating to the handling, packing, marketing or processing of citrus 
fruit as may, in the opinion of the Board, be necessary or expedient 
for orderly marketing. 

5.2.3 The Board's directives and marketing policy, which are formulated in 
conjunction with the Murray Valley (N.S.W.) Citrus Marketing Board, 
are administered through a registered conpany, the Citrus Managanent 
Company Limited. Marketing is carried out through a wholly cwned 
subsidiary of the Management Company, the Citrus Marketing Ccanpany 
Pty. Ltd. The boards of directors of theae ccampanies include certain 
members of both Marketing Boards. The ccanpanies are not subject to my 
audit. 

Statutory Reporting and Auditing Requirements 

5.2.4 The Marketing of Primary Products Act 1958 requires the Board to 
prepare statements of account. There is no legislative requirement for 
the Board to prepare an annual report or to have its audited financial 
statanents tabled in Parliament. 

5.2.5 The Act also provides for the audit of the financial statements of the 
Board by the Auditor-General. The financial statements for tlie year 
ended 31 December 1983 were received by audit on 6 February 1984 and 
the audit report was signed on 4 May 1984. 

Financial Operations 

5.2.6 A summary of the operations of the Board for the year ended 31 
December 1983, together with comparative figures for the previous 
year, is given below: 

Income 
Remittances - grower contributions 
Other 

1982 
$ 

86 783 
513 

87 296 

1983 
$ 

113 596 
4 762 

118 358 
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Expenditure 
Administration charge paid to Citrus 
Management Co. Ltd. 

Board manbers' fees and allowances 
Legal and other 

1982 

18 
31 
24 

74 

12 

$ 

500 
900 
009 

409 

887 

21 
31 
34 

86 

31 

L983 
$ 

420 
205 
342 

967 

391 Surplus for year 

5.2.7 The net assets of the Board at 31 December 1983 were $58 722 (31 
December 1982, $27 331). 

Scope of Audit 

5.2.8 The audit covered an examination and appraisal of the accounting 
systems operated by the Board and the verification of aaaeta and 
liabilitiea of the Board at 31 December 1983. 

Audit Observations and Recoaaiendations 

Disclosure of Equity in Management Canpany 

5.2.9 The memorandum and articles of association of the Management Canpany 
provide,- in the event of the Managanent Company being wound up, for 
the Victorian and New South Wales Marketing Boards to receive equal 
shares of the Management Company's surplus assets. Furthermore, if the 
2 Boards were wound up or dissolved, the Company's surplus assets 
would be shared equally between the Treasurers of the 2 States. 

5.2.10 Audit noted that accumulated funds of the Management Company and its 
subsidiary at 31 December 1983 amounted to $372 608 ($185 100 at 31 
December 1982). As the nxstes to the financial statements did not 
quantify the Board's equity in the Conpany, it was necessary to 
include an explanatory paragraph within the audit report on the 
financial statements. 

5.2.11 Audit recommended quantification of the Board's equity be specifically 
incorporated in the rxstes to the accounts for future years. It was 
also recaommended that, in order to enhance disclosure, the Board 
should consider inclusion in the notes of a brief reference to the 
distribution position in the event of the 2 Marketing Boards, as well 
as the Management Company, ceasing to exist. 

Conclusion 

5.2.12 J^rt fron the above matter, the results of the audit examination 
proved satisfactory. 
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5.3 CONSTRUCTION INDUSTRY LONG SERVICE LEAVE BOARD 

Introduction 

5.3.1 The Construction Industry Long Service Leave Board was established 
from 1 August 1983 under the Conatruction Industry Long Service Leave 
Act 1983. It replaces the Building Industry Long Service Leave Board. 

5.3.2 The main functiona of the Board are to provide benefits to employeea 
in the conatruction induatry. In this reapect the Board is required 
to: 

(1) maintain registers of employers and workers in the construction 
industry; 

(3) maintain a register of working sub-contractors; and 

(4) invest and manage funds to meet ongoing and future long service 
leave payments. 

Statutory Reporting and Auditing Requiraments 

5.3.3 The Act requires the Board, as soon aa practicable after the end of 
each financial year (30 June), but not later than 31 March in the 
following year, to submit an annual report to the Minister including 
its financial statements audited by the Auditor-General, for 
subsequent tabling in both Houses of Parliament. 

5.3.4 The financial statements for 1983-84 were adopted by the Board on 
18 Septanber 1984 and the audit report was aigned on 21 December 
1984. 

Financial Operations 

5.3.5 The financial operations of the Board for 1983-84 compared with thoae 
of the former Board for 1982-83 are aummariaed hereunder: 

1982-83 1983-84* 
$000 $000 

Income 13 765 17 708 
Expenditure 5 597 7 051 

Surplus 8 168 10 657 

* Pursuant to Section 88 of the Act, the Board is deemed to be the 
same body as its predeceaaor. The 1983-84 figurea are a 
conaolidation of the financial operations of the 2 Boards. 

5.3.6 Net assets of the Board at 30 June 1984 were $46 247 820 (30 June 
1983, $35 590 759). 
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Qualification of the Board's Financial Statements 

5.3.7 It was necessary for me to record the following qualification on the 
Board's financial statements for 1983-84: 

"As stated in Note 1 (g) to the financial statements the Board has 
maintained a policy of switching investments to obtain a better yield. 
The Board has not included within the Revenue Statement the loss or 
gain on the 8 sales or switches which were transacted during the year 
and consequently the amount of the Statement of Assets and Liabilities 
item Investments does rvDt reflect the true ccjst of these investments. 
Audit was unable to cjeterraine the amount of these losses or gains and 
therefore their resultant effect on the Operating Surplus for the year 
and on the Statement of Assets and Liabilities item Investments." 

5.3.8 A similar (qualification haa been attached by roe to the Board's 
financial statanents for 1981-82 and 1982-83. 

Scope of Audit 

5.3.9 The audit covered an evaluation and testing of internal controls. 
Substantive testing of financial transactions was undertaken and 
assets and liabilities at 30 June 1984 were verified. 

Conclusion 

5.13.10 Subject to the (jualification and a number of minor matters brought to 
the attention of the Board, the results of the audit proved 
satisfactory. 
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5.4 COUNCIL OF THE MUSEUM OP VICTORIA 

Introduction 

5.4.1 The Council of the Museum of Victoria was established under the 
Museums Act 1983 which was proclaimed to come into operation on 1 July 
1983. 

5.4.2 The Act also dissolved frcm 30 June 1983 the Building Trustees, 
established under the State Library National Gallery National Museum 
and Institute of Applied Science Act 1960, the Council of the Science 
Museum of Victoria and the National Museum of Victoria Council. 

5.4.3 The objectives of the Council of the Museum of Victoria include: 

(1) operation and development of the Museum of Victoria; 

(2) development, maintenance and exhibition of the State Collections 
of natural history, the history of human society and the history 
of science and technology; and 

(3) promotion of the uae of these Collections for education and 
scientific research. 

Statutory Reporting and Auditing Requirements 

5.4.4 The Act requires the Council to provide to the Minister on or before 
30 September in each year a report of its operations during the year 
ending on the preceding 30 June for tabling in Parliament. The Act 
also provides for the annual audit of the accounts of the Council by 
the Auditor-General. 

5.4.5 The financial statements for 1983-84 were adopted by the Council on 
5 February 1985 and the audit report was signed on 16 April 1985. 

Financial Operations 

5.4.6 The financial operations of the Council for the first year of 
operations are aunmariaed hereunder: 

Incone 
Expenditure 

Surplus 

5.4.7 Assets totalling $1 454 561 and liabilities amounting to $38 955 of 
the former National Museum of Victoria, the Science Museum of Victoria 
and the Building Trustees were taken over by the Council on 1 July 
1983. 

5.4.8 Net assets of the Council at 30 June 1984 were $1 498 921. 

1983-84 

827 
743 

83 

$ 
106 
791 

315 
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Scope of Audit 

5.4.9 The audit involved an examination and evaluation of the accounting and 
other systems and the verification of assets and liabilities of the 
Council at 30 June 1984. 

Audit Observations and Recoaaendations 

State Collection of Exhibits 

5.4.10 The State Collection at the Museum is accounted for in inventory 
registers which are maintained in a variety of ways, e.g. manually, on 
micro-fiche and on on-line computer. Effective control by the Ccxincil 
over the State Collection is inpaired due to the absence of a 
complete, canprehensive and centralised register which would 
facilitate regular stockchecks. 

5.4.11 Audit recommended that action be initiated by the Council to implement 
a complete centralised register incorporating all exhibits. 

Chinese Dinosaur Replicas 

5.4.12 A verbal agreement exists between the Council and the People's 
Republic of China to share profits equally on the sale of dinosaur 
replicas prepared in Melbourne. 

5.4.13 During the year one replica was produced and sold for $127 131. 
Horever, the cost of manufacturing this replica has not been 
determined and as a result the share of profit due to the Republic 
remains outstanding. 

5.4.14 Audit recommended that the Council cjetermine the amount due to the 
Republic and finalise this matter. 

Investments 

5.4.15 Investments totalling $1 328 722 were held by the Council at 30 June 
1984. However, some investments remained in the name of the former 
Science and National Museums. 

5.4.16 Audit recommended that action be taken to have all investments 
registered in the name of the Council of the Museum of Victoria. 

Museum Shop 

5.4.17 Shop operations for the 1983-84 year were as follows: 

Sales 
Less Cost of Goods sold 

Gross Profit 
Plus Interest received 

Less Expenses 

Net Loss 

29 

376 
221 

155 

155 
169 

13 

153 
034 

119 
378 

497 
036 

539 



5.4.18 Although the gross profit was 41 per cent of sales the final result 
was a loss of $13 539. Audit considered the result to be 
unsatisfactory and recommended that the Council take action to place 
the shop operation on a proper business footing. 

Conclusion 

5.4.19 Apart fron the above matters and a number of minor matters which were 
also brought to the attention of the Council, the results of the audit 
proved satisfactory. 
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5.5 COUNCIL OF TRUSTEES OF THE NATIONAL GALLERY OP VICTORIA 

Introduction 

5.5.1 The Council of Trustees of the National Gallery of Victoria was 
established under the National Gallery of Victoria Act 1966. The 
functions of the Council include: 

(1) - management artd administration of the National Gallery of 
Victoria and the Banyule Gallery; 

(2) ac(3uisition, display and preservation of the State Collection of 
works of art; and 

(3) assistance in the pronotion and supervision of art education 
throughout Victoria. 

Statutory Reporting and Auditirx] Requirements 

5.5.2 The National Gallery of Victoria Act 1966 requires the Council to 
provide to the Minister on or before 30 September in each year a 
report containing a full account of its incane and expenditure for the 
previous year to 30 June for tabling in Parliament. The Act also 
provides for the annual audit of the accounts of the Council by the 
Audi tor-General. 

5.5.3 The financial statements were first received by audit on 14 August 
1984. After amendments, final statements were received by audit on 4 
February 1985 and the audit report was signed on 15 March 1985. 

Financial Operations 

5.5.4 A sumnary of the financial operations of the Council for 1983-84 
compared with 1982-83 is given hereunder: 

Income 
Expenditure 

Surplus 

5.5.5 The 1983-84 surplus was $509 514 lower than that of the previous year 
and the most significant contributing factors were a reduction in the 
bequests and donations received together with a fall in incxxne frcm 
exhibitions held during the year. 

5.5.6 Net aasets of the Council at 30 June 1984 were $7 626 669 (30 June 
1983, $7 040 172). 

Scope of Audit 

5.5.7 The audit included: 

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

(2) verification of the assets and liabilities at 30 June 1984. 
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1982-83 
$ 

3 148 385 
2 120 373 

1 028 012 

1983-84 
$ 

2 564 643 
2 046 145 

518 498 



Audit Observations and Recoaaendations 

Register of Wbrka of Art 

5.5.8 Wbrka of art in the State Collection are accounted for in the 
registers and listings of the Council's cataloguing and inventory 
systems. However, the values of the works of art are not recorded in 
those registers. 

5.5.9 Registers are maintained by individual curators for various sub-
collections of works of art under their control, together with a 
manual register of the total collections being maintained by the 
Registrar. At present, the latter register does not record all the 
items in the curator-controlled sub-collections. 

5.5.10 Effective control by the Council over the preservation and monitoring 
of the State Collection is impaired due to the absence of a complete, 
comprehensive and centralised register which would enable, for 
example, regular progressive stockchecks by the Registrar 
independently of the curators. 

5.5.11 Audit reccmmended that a formal plan be initiated by the Council to 
achieve complete regiatration of all worka of art in the State 
Collection and that in implementing the plan Council give 
conaideration to the use of modern computer technology. 

Conclusion 

5.5.12 J^rt from the above matter, the unresolved matter referred to in the 
Status Report anxl other minor matters brought to the attention of the 
Council,-the audit proved to be satisfactory. 
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5 . 6 GEELONG PERFORMING ARTS CENTRE TRUST 

Introduction 

5.6.1 The Geelong Performing Arts Centre Trust was established under the 
Geelorg Performing Arts Centre Trust Act 1980. The Trust is required 
to : 

(1) .control and manage the Centre; 

(2) present and produce in the Centre performances arxl 
entertainments of any kind whatsoever; and 

(3) pranote the use of the Centre by suitable persons and 
organisations. 

Statutory Reporting and Auditing Requirements 

5.6.2 The Geelong Performing Arts Centre Trust Act 1980 requires the Trust, 
not la te r than 31 December each year, to submit to the Minister a 
report on i t s operations for the year, together with the audited 
financial statements, for tabling in Parliament. The Act also provides 
for an annual audit of the financial statements of the Trust by the 
Aud i tor-General. 

5.6.3 The financial statanents for 1983-84 were f i r s t received by audit on 
16 November 1984. Anended statements were received on 21 December 1984 
and the audit report was signed on 7 March 1985. 

Financial Operations 

5.6.4 The financial operations as reported by the Trust for 1982-83 compared 
with 1983-84 are sumnarised hereunder: 

1982-83 1983-84 
$ $ 

Income 557 876 578 293 
Expenditure 664 149 813 632 

Deficit 106 273 235 339 

5.6.5 The income for 1983-84 inclu(3ed government subsidies totalling 
$380 000 (1982-83, $348 000). The main reasons for the increased 
deficit were increases in staff expenses, advertising and publicity, 
repairs and maintenance, and expenses related to entrepreneurial 
ventures. 

5.6.6 Net assets of the Trust at 30 June 1984 were $8 901 310 (30 June 1983, 
$9 107 838). 
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Qualification of the Trust's Financial Statements 

5.6.7 It was necessary for me to record the following qualification on the 
Trust's financial statements for 1983-84: 

"As indicated in Note 1.2 to the accounts the Trust does not provide 
for depreciation of its buildings which are recorded in the balance 
sheet at a cost of $6 191 052. This practice is a departure fron 
Australian Accounting Standards and in my opinion depreciation should 
be provided on buildinga and be ahown aa an expenae in the income and 
expenditure atatement. Baaed on an anticipated life span of 40 years 
audit estimates that the annual depreciation charge would be 
approximately $155 000 and expenses and the deficit for the year have 
each been understated by this amount". 

Scope of Audit 

5.6.8 The audit included the evaluation and testing of the Trust's 
expenditure arxi revenue systems and the verification of assets and 
liabilities at 30 June 1984. 

5.6.9 A firm of private practitioners appointed by the Trust conducta an 
audit on a regular baaia throughout the year. Their audit programa, 
working papers and reports were examined and evaluated for the 
purposes of ray audit and further testing was undertaken where 
considered necessary. 

Audit Observations and ReccMuoendations 

Depreciation on Buildings 

5.6.10 In audit opinion, depreciation ahould be charged aa an expenae by 
means of periodical charges over the estimated useful lives of the 
buildings. This is consistent with Australian Accounting Standards and 
the policies adopted by several similar organisations elsewhere in 
Australia. 

5.6.11 The estimation by audit of the applicable depreciation charge for the 
1983-84 year is based on an anticipated life-span of 40 years for 
depreciable buildings. 

5.6.12 Audit recommended that the Trust consider adopting a policy of 
depreciating buildings, based upon reasonable estimates of useful 
service lives. 

Conclusion 

5.6.13 Subject to the qualification and minor matters brought to the 
attention of the Trust, the results of the audit proved satisfactory. 
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5.7 GOVERHMENT PRINTING OFFICE 

Introduction 

5.7.1 The Government Printing Office, as a branc±i of the Department of 
Property ard Services, is responsible for the design, production and 
sale of printed and published material and stationery for the 
Victorian Parliament, government ciepartments and some statutory 
authorities. The Office is also responsible for certain media 
advertising. 

Statutory Reporting ani Auditing Requirements 

5.7.2 The operations of the Government Printing Office are financed through 
the Goverrtnent Printing Office Working Account, a trust accxwnt held 
in the Department of Management and Budget. The major part of capited 
expervditure incurred by the Office is financed through the Works ard 
Services Account. These transactions are incorporated in the annual 
financial statements of the Department of Property and Services. 

5.7.3 In addition, the Goverrment Printing Office prepares a manufacturing 
statement, trading and profit ard loss statement, balance sheet ard 
statement of sources ard applications of funds which do not form part 
of the (departmental financial statements. However, it is anticipated 
that these statements will be included in the cjepartmental financial 
statements in the near future. 

5.7.4 Although there is no statutory requirement for the Auditor-General to 
express an cpinion on these financial statements, such statanents have 
been examined by audit arvd sunmarised ctetails are included herein. 

Financial Operations 

5.7.5 A sumvary of the manufacturing and trading arvj profit and loss 
statements prepared by the Government Printing Office for 1983-84, 
canpared with 1982-83, is given hereunder: 

Manufacturing Statement 

Prime Cost of Goods Manufactured 
Manufacturing Expenses 
Work in Progress 1 July 

1982-83 
$ 

14 480 898 
3 114 415 
3 044 849 

1983-84 
$ 

15 821 817 
4 177 043 
2 583 932 

Less WDrk in Progress 30 June 
20 640 162 22 582 792 
2 583 932 3 050 551 

Net Cost of Goods Manufactured 18 056 230 19 532 241 
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Trading and Profit and Loss Statement 

Net Sales 
Less Cost of (Soods Sold 
Stock 1 July 
Cost of Gcxxia Manufactured 
Other Coata 
Stock 30 June 

Leaa Tradirg Expenaea 

Groaa Profit 
Leas Selling, Administrative and 
Finance Expenses 

1982-83 1983-84 
$ $ 

28 917 986 31 564 535 

2 865 737 3 321 120 
18 056 230 19 532 241 
8 728 378 9 447 575 . 
(3 321 120) (3 131 050) 

26 329 225 29 169 886 

2 588 761 2 394 649 

1 421 599 1 276 474 

1 167 162 

1 927 186 

1 118 175 

2 341 323 

Less Other Operatirg Income 

Operating Loss 
Less Non-Operatirg Income 

Net Loss before Abnormal Items 
Less Abnormal Items 

Net Loaa After Abnormal Items 
Retained Earnings 1 July 

(760 024) (1 223 148) 
48 993 67 354 

(711 031) (1 155 794) 
33 278 469 405 

(677 753) 
3 024 258 

(677 753) (686 389) 
414 273 

(272 116) 
2 346 505 

Retained Earnings 30 June 2 346 505 2 074 389 

5.7.6 

5.7.7 

5.7.8 

Contributions for 1983-84 by the Public Works Department and the 
Department of Management and Budget in respect of maintenance and 
renovation expenaea and workera' corapenaation inaurance premium 
reapectively, previously included as equities, have now been included 
in non-operating inccaue. 

The abnormal itan represents amounts contributed in prior years by the 
Department of Management and Budget in respect of workers' 
compensation insurance premiums previoualy treated as equities. 

The main reason for the Government Printing Office incurring a net 
loss of $686 389 (before abnormal itans) was that predetermined 
production charge rates, based on estimated expenditure for 1983-84, 
were insufficient to recoup actual expenditure incurred in respect of 
work carried out for government departments and aone atatutory 
authorities. 
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Balance Sheet as at 30 June 1984 

Ecjuity Funda 

Treasurer's Advance to Working Acccxant 
Works ard Services Allocations 
to Assets 

D.M.B. Payment - Wbrkers' Conpensation 
Insurance Premiums 

Retained Earnings 

Represented by: 

Current Assets 
Less Current Liabilitiea 

Working Capital 

Fixed Aaaets 
Motor Vehiclea, Office E(3uipment, 
Machinery and Equipment (at cost) 

Provision for Depreciation 
Works provided by Public Works 
Department 

30.6.83 
$ 

3 004 405 

5 836 064 

414 273 
2 346 505 

11 601 247 

10 835 147 
2 521 349 

8 313 798 

3 

5 

2 

10 

13 
5 

7 

30.6.84 
$ 

004 405 

741 400 

• • 
074 389 

820 194 

137 169 
245 069 

892 100 

4 290 855 5 263 795 
(1 409 018) (1 889 411) 

405 612 

3 287 449 3 374 384 

Less Long Term Liability -
Loan fron State Development Fund 

Net Assets 

11 601 247 11 266 484 

446 290 

11 601 247 10 820 194 

Scope of Audit 

5.7.9 The audit included the (Jocumentation, evaluation ard testing of the 
Office's major revenue ard expenditure systems and the verification of 
assets and liabilities at 30 June 1984. 

Conclusion 

5.7.10 Apart from the unresolved matter referred to in the Status Report, the 
results of the audit proved satisfactory. 
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5 . 8 GRAIN HANDLING IMPROVEMENT AUTHORITIES 
( c o v e r i n g 1 Noveaber 1983 t o 2 J u l y 1 9 8 4 ) 

In t roduc t i on 

5 .8 .1 Purauant t o Sect ion 4 of the Grain Handling Improvanent A u t h o r i t i e a 
(Abol i t ion) Act 1984 the 3 a u t h o r i t i e a , namely, the Country Grain 
Handling Improvement Au tho r i t y , the Geelong Grain Handling Improvanent 
Author i ty and the Por t land Grain Handling Improvement A u t h o r i t y , were 
abol i shed on 3 Ju ly 1984 and t h e i r r i g h t s , p rc^ je r t i e s , d u t i e s and 
o b l i g a t i o n s were t r a n s f e r r e d to the Grain E leva to r s Board. 

5 .8 .2 The f i n a n c i a l ope ra t ions of the 3 a u t h o r i t i e a covering the per iod 1 
Novanber 1983 t o 2 Ju ly 1984 a r e summarised hereunder . 

COUNTRY GRAIN HANDLING IMPROVEMENT AUTHORITY 

Financ i a l Operat ions 

5 .8 .3 The f i n a n c i a l ope ra t ions of the Author i ty for the per iod 1 November 
1983 t o 2 Ju ly 1984 compared with 1982-83 a r e summarised as fol lows: 

Year ended 1.11.83 to 
31.10.83 2.7.84 

$ $ 
Income 172 015 97 096 
Expenditure 152 374 100 835 

Surplus ̂ Deficit) 19 641 (3 739) 

5.8.4 Net assets of the Authority at 2 July 1984 were $85 254 (31 October 
1983, $88 993). 

5.8.5 The operatirg deficit resulted mainly from the rate of interest paid 
on the unexpended loan being higher than the interest rate received 
from the short-term investment of those funds. 

Scope of Audit 

5.8.6 The audit covered substantive testing of the Authority's revenue and 
expenditure for the period and verification of assets and liabilities 
at 2 July 1984. 

GEELONG GRAIN HANDLING IMPROVEMENT AUTHORITY 

Financial Operations 

5.8.7 The financial operations of the Authority for the period 1 November 
1983 to 2 July 1984 compared with 1982-83 are summarised as follows: 
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Income 
Expenditure 

Deficit 

Year en(3ed 
31.10.83 

$ 
70 631 
651 686 

581 055 

1.11.83 to 
2.7.84 

$ 
164 195 
635 360 

471 165 

5.8.8 Net liabilities for the Authority at 2 July 1984 were $1 708 609 (31 
October 1983, $1 237 444). 

5.8.9 The cjecrease in the operatirg (Jeficit was due primarily to the 
substantial increase in interest inoane arising fron the investment of 
unexpended loan funds. 

5.8.10 The Authority has no specific legislative power to generate income and 
so be assured of its ability to meet loan obligations. Income earned 
during 1983-84 was derived from short-term investments of loan funds. 

Qualification of the Authority's Financial Statements 

5.8.11 It waa necessary to record the following (jualifications on the 
financial statements of the Authority for the period 1 November 1983 
to 2 July 1984: 

"As stated in note 2 to the accounts, the amount of $2 263 367 shown 
in the balance sheet as expenditure on fixed assets, represents 
expenditure in respect of the construction of a rail loop by the State 
Transport Authority and the amount of $1 228 620, shown in the balance 
sheet as expenxliture on assets under construction, represents 
expenditure relating to the construction of improved grain handling 
facilities at the Geelong terminal. 

The larxl on which the Authority constructs or finances the 
conatruction of aaaeta ia neither owned by nor leaaed to the 
Authority. Becauae of the conaequential uncertaintiea concerning the 
ownership of the fixed aaaeta and assets under construction disclosed 
in the accounts, I am unable to express an opinion on whether the 
accompanying balance sheet presents fairly the state of the affairs of 
the Authority at 2 July 1984". 

Scope of Audit 

5.8.12 The audit compriaed aubstantive beating of the Authority'a revenue ard 
expenditure for the period ard verif ication of aasets ard l i a b i l i t i e s 
a t 2 July 1984. 

PORTLAND GRAIN HAHDLING IMPROVEMENT AUTHORITY 

Financial Operations 

5.8.13 The financial operations of the Authority for the period 1 Novanber 
1983 to 2 July 1984 compared with 1982-83 are summarised as follows: 
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Year ended 1.11.83 to 
31.10.83 2.7.84 

$ $ 
Incane 51 357 71 055 
Expenditure 758 975 620 226 

Deficit 707 618 549 618 

Incane 51 357 71 055 
Expenditure 758 975 620 226 

Deficit 707 618 549 618 

5.8.14 Net liabilities of the Authority at 2 July 1984 were $1 330 361 (31 
October 1983, $781 190). 

5.8.15 The ctecrease in the operating deficit was due primarily to the shorter 
accounting period which had the effect of reducing the intereat 
expenae from $756 742 (12 months period) to $616 997 (8 months 
pericx3). The Authority has no specific legislative power to generate 
inccane and so be assured of its ability to meet loan obligations. 
Income earned during 1983-84 was derived from short-term investment of 
loan funds. 

Qualification of the Authority's Financial Statements 

5.8.16 It was -necessary to record the following qualifications on the 
financial atatementa of the Authority for the period 1 November 1983 
to 2 July 1984: 

"A3 stated in note 2 to the accounts, the amounts of $307 100 and 
$4 428 005, shown in the balance sheet as expenditure on fixed assets 
and assets under construction respectively, repreaent expenditure 
relating to the conatruction of improved grain handling facilitiea at 
the Portland terminal. 

The land on which the Authority constructs or finances the 
construction of assets is neither owned by nor leased to the 
Authority. Because of the consequential uncertainties concerning the 
ownership of the fixed assets and assets under construction disclosed 
in the accounts, I am unable to express an opinion on whether the 
accompanying balance sheet presents fairly the state of tJie affairs of 
the Authority at 2 July 1984". 

Scope of Audit 

5.8.17 The audit comprised substantive test ing of the Authority'a revenue and 
expenditure for the period and verif icat ion of aasets and l i a b i l i t i e s 
a t 2 July 1984. 

Conclusion 

5.8.18 Subject to the qualifications on the financial statements of the 
Geelong and Portland Grain Handling Improvement Authorities, the 
results of the audits proved satisfactory. 
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5 . 9 LATR(»E REGI(»iAL COMMISSION 

In t roduc t ion 

5.9.1 The Latrobe Regional Canmission was e s t a b l i s h e d under the Latrobe 
Regional Cortmission Act 1983 which came i n t o opera t ion on 6 December 
1983. 

5.9.2 The p r i n c i p a l ob jec t ivea of the Canmission as s t a t e d in the Act a r e 
t o : 

(1) co -o rd ina te the planning of the economic, p h y s i c a l , 
envirorrnental ard s o c i a l development of the Latrobe region; 

(2) improve the co -o rd ina t ion of ard f a c i l i t a t e the ctevelopment of 
major p r o j e c t s in the region; 

(3) a s s i s t the implementation of S t a t e p o l i c i e s in r e l a t i o n to the 
reg ion ; 

(4) a s s i s t in the economic ctevelopment of the region; ard 

(5) involve the reg ional conmunity in ctecision-makirg in r e l a t i o n to 
t he reg ion . 

S t a t u t o r y Reporting and Auditing Requirements 

5.9.3 The Act r equ i r e s the Conmission aa aoon aa p r a c t i c a l a f t e r the end of 
each f i nanc i a l y e a r , but no l a t e r than the following 30 September, to 
submit audi ted s ta tements of accounts to the Minis te r ard to each 
munic ipa l i ty in the region. Sect ion 49 of the Act provides for the 
annual aud i t of the accounts of the Canmission by the Audi tor-
General . 

5.9.4 The f i n a n c i a l s ta tementa for the per iod ended 30 June 1984 were 
adopted by the Canmission on 23 October 1984 arxi the aud i t r epor t was 
signed on 20 December 1984. 

F inanc ia l Operat ions 

5.9.5 The f i n a n c i a l ope ra t ions of the Coranission for the period from 
formation on 6 December 1983 t o 30 June 1984 a r e summarised 
hereunder: 

6.12.83 t o 
30.6.84 

$ 
Income 265 366 
Expenditure 95 575 

Surplus 169 791 

5.9.6 Net assets of the Conmission at 30 June 1984 were $169 791. 
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Scope of Audit 

5.9.7 The audit consisted of: 

(1) an examination of financial systems and transactions, including 
an evaluation of internal controls and the degree of compliance 
with relevant statutea and regulationa; and 

(2) verification of aasets and liabilities of the Coranission at 
30 June 1984. 

Audit Observations 

Municipal Contributions 

5.9.8 Under the provisions of Section 47 of the Act the municipalities in 
the Latrobe region are required to contribute to the Commission in 
each financial year "an amount equal to one-third of the estimates of 
expenditure approved by the Treasurer" in relation to carrying out the 
a(ininistrative functiona of the Commiaaion. 

5.9.9 The Department of Induatry, Conmerce and Technology was advised by the 
Department of Management and Budget in March 1984 to "pursue the 
relevant portion of the 1983-84 coats being recouped against the 
municipalities contribution in 1984-85". 

5.9.10 Audit established that the Canmission was not advised of this request 
and conse(3uently the municipalities in the region were not informed of 
the contribution payable for 1983-84, which was calculated at 
$64 288. 

5.9.11 The Treasurer agreed to a request from tlie Deparbnent of Industry, 
Commerce and Technology in November 1984 that no action be taken to 
recover the outstanding municipal contributions. 

5.9.12 Audit drew attention to the breakdown in communication between the 
Department and the Commission which effectively resulted in a loss of 
revenue to the Canmission of $64 288. The need for closer liaison in 
the future was emphasised. 

Conclusion 

5.9.13 ^art from the above matters and minor matters brought to the 
attention of the Commission, the results of the audit examination 
proved satisfactory. 
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5.10 MOTOR ACCIDENTS BOARD 

Introduction 

5.10.1 The Motor Accidents Board waa eatablished as a body corporate on 
17 August 1973, uncter the provisions of the Motor Accidents Act 1973. 
It is responsible for administering the various provisions of the Act 
which deal mainly with protecting persons from financial hardship as a 
result of accidents involving motor cars registered in Victoria. 

5.10.2 Accounts of accident victims including auch itema aa medical services, 
ambulance services, loss of incane within certain limits, housekeeping 
and other allied expenses are paid by the Board. The payments are made 
regardless of fault and do not prejudice the rights of injured parties 
to ccmmon law actions. 

5.10.3 The Board derives ita income frcm calls on authoriaed inaurera, 
interest on investments and fron a surcharge on (drivers licence fees. 

5.10.4 The Act also provides for a rehabilitation account to be used by the 
Board to assist certain motor car accident victims in medical and 
vocational rehabilitation. 

Statutory Reporting and Auditing Requiranents 

5.10.5 The Act requires the Board to finalise its accounts within 3 months of 
30 June each year and to forward its audited statanents to the 
Minister by 31 Dec:ember to be laid before both Houses of Parliament. 
The Act also provides for an annual audit of the accounts of the Board 
by the Auditor-General. 

5.10.6 The financial statements of the Board were adopted on 28 September 
1984 and the audit report was signed on 7 January 1985. 

Financial Operations 

5.10.7 The f i n a n c i a l opera t ions of the Board for 1983-84 compared with 1982-
83 a r e summarised hereunder: 

1982-83 1983-84 
$000 $000 

Income 79 564 103 128 
Expenditure 81 780 95 518 

(Deficit) Surplus (2 216) 7 610 

5.10.8 Net assets of the Board at 30 June 1984 were $17 364 785 (30 June 
1983, $9 754 766). 

Qualification of the Board's Financial Statements 

5.10.9 It was necessary to record the following cjualification on the 
1983-84 financial statements of the Board: 
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"The Board follows an accounting policy whereby certain payments made 
late in the financial year are not included as expenses but are 
deferred until the next financial year. The deferred expenses are 
included as sundry debtors in the balance sheet rather than as an 
expense for the year. An amount of $1.4 million in respect of such 
payments was included in the balance sheet item - sundry debtors at 
30 June 1984 ($0.4 million, 30 June 1983). As a consequence of this 
treatment, in my opinion, the balance sheet itan - sundry debtors has 
been overstated by $1.4 million and the income and expenditure 
statement item in the general account - benefita paid understated by 
$1 million." 

Scope of Audit 

5.10.10 The audit included the confirmation of incone received frcm calls made 
on authorised insurers, interest received on investments, incane fran 
drivers licence aurcharge and benefita paid to accident victima. The 
aasets and liabilities of the Board at 30 June 1984 were verified. 

5.10.11 A continuous audit ia carried out by a firm of private practitioners 
appointed for that purpose by the Board and an internal auditor, an 
employee of the Board. My audit covered an examination and evaluation 
of their audit programs, working papers and reports. The work 
performed by these auditors was accepted for the purposes of my 
audit. 

Audit Observations and RecoHraendations 

Deferred Expenditure 

5.10.12 In relation to the matter of deferred expenditure referred to in the 
audit qualification in paragraph 5.10.9 above, the Board's management 
has indicated that appropriate action would be taken in 1984-85 to 
ensure that all expenditure is correctly recorded in the Board's 
accounts. 

Payments to Alfred Hospital 

5.10.13 As part of the Board's rehabilitation program, the Board has made 
payments to the Alfred Hospital to fund a road trauma service and 
intensive care facilities. Although letters detailing the funding 
arrangement have been exchanged between the Board arxj the Hospital no 
formalised agreement haa been entered into. 

5.10.14 Audit considers the Board's present arrangements with the Alfred 
Hospital to be unsatisfactory and recommends that it enter into a 
formal ^reement. 

Agreements between the Board arx3 Applicants for Financial Assistance 
t<3wards Home Alterations 

5.10.15 It is the Board's policy to aid the return of motor accident victims 
to a suitable environment within their homes. This objective is 
achieved by the Board partly meeting the cost of alterations to 
victims' homes. Such arrangements are subject to an ̂ reement between 
the Board and the ownera of the hone in which the victim reaidea. 
Under the agreanent the victim is required to live at the premises for 
a period of at least 5 years from the date of the accident. The Board 
may seek to recover any part of its contributions towards such hone 
alteratioris in the event of an agreement beir^ breached by the other 
party. 
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5.10.16 Legal opinion obtained fron the Board's so l i c i to r s raised sane cJoubt 
as to the Board's powers under the precisions of the Motor Accidents 
Act 1973 to enter into such agreements. Despite such legal opinion, 
the Board has continued to enter into such agreements. In audit 
opinion, if the Board i s to continue the practice i t should seek 
leg is la t ive authority to cjo so. 

Conclusion 

5.10.17 Subject to the qualification, the unresolved matters referred to in 
the Status Report, the above matters and a number of minor weaknesses 
in internal control which were brought to the attention of the Board, 
the results of the audit proved satisfactory. 
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5.11 PORT OF GEELONG AUTHORITY 

Introduction 

5.11.1 The Port of Geelong Authority was established under the Port of 
Geelong Authority Act 1958 and is responsible for the management, 
control and development of the Port of Geelong. 

Statutory Reporting and Auditing Requirements 

5.11.2 The Act requires the Authority, as soon as practicable after 
31 December in each year, to present to the Cover nor-in-Council 
audited financial statements. Copies of such statements are to be laid 
before both Houses of Parliament. The Act also provides for an annual 
audit of the accounts of the Authority by the Auditor-General. 

5.11.3 The financial statements for 1984 were adopted by the Authority on 
26 February 1985 and the audit report was signed on 22 March 1985. 

Financial Operations 

5.11.4 The financial operations of the Authority for 1984 compared with 1983 
are summarised hereunder: 

1983 1984 
$000 $000 

Revenue 13 070 17 490 
Expenditure 10 075 12 561 

Net Profit 2 995 4 929 

5.11.5 The increase in profits between 1983 and 1984 was due mainly to an 
increase in trade through the port. In 1983 the level of trade was 
adversely affected by the drought. Net assets of the Authority at 
31 December 1984 were $51 049 000 (31 December 1983, $45 782 000). 

5.11.6 The Authority currently is in a strong financial position as it has a 
working capital ratio (i.e. ratio of current aasets to cxirrent 
liabilities) of 4.55 with long terra borrowings of only $455 000. 

Scope of Audit 

5.11.7 The audit included the documentation, evaluation and testing of the 
Authority's revenue and expenditure systems and the verification of 
the assets and liabilities of the Authority at 31 December 1984. 

Audit Observations and RecoHBendations 

Land Vested in the Authority 

5.11.8 The balance sheet item fixed assets does not include the value of land 
vested in the Authority under the Port of Geelong Authority Act 1958. 
In audit opinion the value of vested land, which the Authority may use 
to generate income and which it has power to sell, should be included 
in the balance sheet to more fully disclose the financial position of 
the Authority. 
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Conclusion 

5.11.9 Apart fron the above matters and a number of minor matters which were 
brought to the attention of the Authority, the results of the audit 
proved satisfactory. 
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5.12 PORT OF MELBOURNE AUTHORITY 

Introduction 

5.12.1 The Port of Melbourne Authority was established under the Port of 
Melbourne Authority Act 1958. It is responsible for the operation of 
the Port of Melbourne, including the construction and maintenance of 
docks, wharves and buildinga, the dredging of shipping channels and 
the provision of cranes and mobile equipment for handling various 
types of cargo. To enable the Authority to carry out its functions, 
the lands and waterways within the designated port area have been 
vested in the Authority. 

5.12.2 Under the Act the Authority was authorised to construct, maintain and 
operate the World Trade Centre in the Port of Melbourne. 

Statutory Reporting and AuditirK; Requiranents 

5.12.3 The Authority has been cieclared a public bcxiy for the purposes of the 
Annual Reporting Act 1983 and is required within 3 months after the 
end of the financial year, or such other period as approved by the 
Treasurer, to submit an annual report to the Minister. 

5.12.4 Under that Act, the annual report is required to contain: 

(1) a report of the Authority's operations during the financial 
year; and 

(2) audited financial statements for the financial year. 

5.12.5 The financial statanents are required to be audited by the Auditor-
General pursuant to the provisions of the Annual Reporting Act 1983. 

5.12.6 The Minister of Transport sought and was granted extensions to 
31 December 1984 for the presentation of the annual report to 
Parliament. 

5.12.7 The financial statements for 1983-84 were adopted by the Authority on 
23 November 1984 and the audit report was signed on 19 December 1984. 

Financial Operations 

5.12.8 The financial operations of the Authority for 1983-84 compared with 
1982-83 are summarised hereunder: 

Revenue 
Expenditure 

1982-83 
$000 

63 347 
97 542 

1983-84 
$000 

71 537 
83 954 

Net Loss 34 195 12 417 
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5.12.9 The principal reasons for the net losa for the year were: 

(1) the superannuation liability for current contributors has been 
brought to account for the first time and this resulted in an 
additional charge in the year of $8 155 000; and 

(2) additional superannuation of $6 734 000, being enlarged against 
revenue as a result of an actuarial investigation which 
disclosed that the value of the Authority's liability to current 
pensioners, as at 1 July 1983, was understated by this amount. 

5.12.10 Net assets of the Authority at 30 June 1984 were $153 363 000 (30 June 
1983, $39 791 000). The increase was due nvainly to the bringing to 
account of vested lard valued at $131 989 000. 

Qualification of the Authority's Firiancial Statementa 

5.12.11 It waa neceasary to record the following qualification on the 
Authority'a financial atatementa for 1983-84: 

"As atated in Note 1(b)(ii) to the accounts the Authority has not 
disclosed either the useful service lives or ctepreciation rates used 
for each fixed asset class. Such information is required to be 
disclosed by the Annual Reporting (Large Trading and Rating Public 
Bodies) Regulations 1984." 

Scope of Audit 

5.12.12 The audit included the (Jocumentation, evaluation arxl testing of the 
Authority's major revenue and expenditure systems and the verification 
of assets and liabilities at 30 June 1984. The supplementary financial 
statements prepared on a current cost basis were not audited. 

Audit Observations and Recoaaendations 

Non-Compliance with the Regulations 

5.12.13 The Annual Reporting Act 1983 requires the financial statements to be 
prepared in the fonnat provided in the Annual Reporting (Large Trading 
ard Rating Public Bodies) Regulations 1984 except when the Treasurer 
grants an exemption from (xrplying with specific Regulations. 

5.12.14 The Regulations require the following disclosure for each class of 
depreciable asset: 

(1) the (tepreciation methods used; 

(2) the useful lives or depreciation rates used; 

(3) the total ctepreciation allocated for the period; 

(4) the groaa anount of depreciable aaaeta and the related 
accumulated ctepreciation; and 

(5) any change from the preceding year in the ctepreciation method 
used ard the uaeful life and depreciation rate applied. 
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5.12.15 The Authority indicated in ita notea to the accounts that it failed to 
disclose the uaeful lives or ctepreciation rates used due to the large 
number of assets with varying useful lives within asset classes. The 
Authority did not seek an exemption from this requirement from the 
Treasurer. 

Loan Allocation 

5.12.16 The Authority'a net loan allocation aet by the Treasurer of Victoria 
for 1983-84 was $17 million. Audit examination disclosed that the 
above limit was exceeded by $1 922 144. 

Conclusion 

5.12.17 Subject to the cgualification, the above matters and a number of minor 
matters which were brought to the attention of the Authority, the 
results of the audit proved satisfactory. 
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5.13 PORT OF PORTLAND AUTHORITY 

Intrcxiuction 

5.13.1 The Port of Portland Authority waa established uncter the Port of 
Portland Authority Act 1958 and is reaponaible for the management, 
control and development of the Port of Portland. 

Statutory Reporting and Auditirxi Requirements 

5.13.2 The Act requires the Authority, as scxjn as practicable after 30 June 
in each year, to present to the Governor-in-Council audited financial 
statements. Copies of such statements are to be laid before both 
Houses of Parliament. The Act also provides for an annual audit of the 
accounts of the Authority by the Auditor-General. 

5.13.3 The financial statements for 1983-84 were adopted by the Authority on 
8 January 1985 and the audit report was signed on 13 February 1985. 

Financial Operations 

5.13.4 The financial operations of the Authority for 1983-84 compared with 
1982-83 are summarised hereuncter: 

Incane 
Expenditure 

82-83 
$000 
6 031 
5 924 

1983-84 
$000 
5 193 
5 850 

Surplus (Deficit) 107 (657) 

5.13.5 Net assets of the Authority at 30 June 1984 were $4 054 000 (30 June 
1983, $4 711 000). 

5.13.6 The operating deficit reflects a reduction in the goverrment grant 
which the Authority receives each year to meet any estimated shortfall 
between its revenue and expenditure. For 1983-84, the grant was 
$400 000 (1982-83, $2 500 000). This reduction was partly offset by an 
increase in revenue from wharfage and shippir>g services due to 
increases in trade during the year. 

Scope of Audit 

5.13.7 The audit included the ctecumentation, evaluation and testing of the 
Authority's revenue and expenditure systems and the verification of 
the assets and liabilities of the Authority at 30 June 1984. 

Audit Observations and RecoBBendations 

Loan Liability - Treasurer of Victoria 

5.13.8 No loan funds were advanced by the Treasurer to the Authority during 
the year ended 30 June 1984. Advances at 30 June 1984 remained at 
$3 822 900. 
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5.13.9 For a number of years the Treasurer has approved the (teferment of the 
payment by the Authority of interest in respect of the loan advances. 
On 12 July 1984 the Authority requested from the Department of 
Management and Budget details of interest charges in respect of the 
year ended 30 June 1984 and applied to the Treasurer for tlie defement 
of payment of such interest. However, at the date the financial 
statements were adopted by the Authority, the Department of Management 
and Budget had not supplied the details requested. 

5.13.10 The accumulated deferred interest at 30 June 1983 totalled $4 369 804. 
Such anount is not included in the Authority's accounts; however, 
reference is included in the notes to the accounts. 

Contracts 

5.13.11 The Act provides that the Authority shall not enter into any contract 
involving expenditure of an amount exceeding $30 000 without first 
obtaining the written consent of the Minister. 

5.13.12 During 1983-84 the Authority entered into agreements for the 
construction of a storage area. The total cost of the project was 
estimated at $200 000. The Authority did not apply for ministerial 
approval until July 1984 and the approval was not given until October 
1984. 

Conclusion 

5.13.13 Apart from the above matters, the unre.solved matter referred to in the 
Status Report and a number of minor weaknesses in internal control 
brought to the attention of the Authority, the results of the audit 
examination proved satisfactory. 
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5.14 POST SECONDARY EDUCATION INSTITUTIONS 

Introduction 

5.14.1 In my fourth report to Parliament for 1982-83, I conmented for the 
first time on the important area of post secondary education, 
embracing: 

the 4 Universities within Victoria; and 

the institutions subject to the provisions of the Post Secorxiary 
Education Act 1978, covering 17 Colleges of Advanced Education 
(C.A.E.) and 28 Technical and Further Education Colleges 
(T.A.F.E.). 

5.14.2 In the report, I drew attention to a number of significant issues 
arising frcm the audit of these institutions, the most important 
being: 

(i) inadequacies in the form and content of financial statanents; 

(ii) cteficienciea in reporting to Parliament and lack of 
information for Parliament on the overall financial operationa 
of this area of activity; and 

(iii) lack of adequate accounting expertise and resources in 
T.A.F.E. Colleges. 

5.14.3 Sane progress has been made towarxjs overcoming these problems, details 
of which-are given later in this section of the report. 

Summary of Financial Operations 

5.14.4 Aa irxJicated in my fourth report for 1982-83, there ia rxD overall 
financial reporting to Parliament covering the activities of this 
sector. The annual report of the Victorian Post SeconxJary Education 
Commission does not (Xintain consolidated financial information for 
C.A.E.s and T.A.F.E. Colleges. While the recent Budget Information 
Paper No. 2 "Supplementary Program Information 1984-85" issued by the 
Department of Management and Budget contains consolidated information 
regarding total expenditure on Technical and Further Education no 
other comprehensive information is available on any of the financial 
activities of the sector. 

5.14.5 The following table prepared by my Office summarises the total 
financial operation's of Universities, C.A.E.s and T.A.F.E. Colleges. 
As is evidenced by the figures in the table the level of public funds 
expended by this sector is significant. 
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SUMMARY OF FINANCIAL OPERATIONS 

Univer­
sities (1) 

L< v n * Cj • S 

(2) 

T.A.F.E. 
Colleges 
(3) 

TOTAL 

Accum'd 
Funds # 
31.12.82 
$mill. 

70.6 

27.3 

19.8 

117.7 

POST SECONDARY EDUCATION 

Inccxne 
Govt. 
Grants 
$mill. 

273.3 

241.0 

139.6 

653.9 

Other 

$raill. 

61.1 

31.1 

13.3 

105.5 

Expend­
iture 

$mill. 

321.4 

267.2 

153.1 

741.7 

INSTITUTIONS 

Surplus/ 
Deficit 

$mill. 

13.0 

4.9 

(0.2) 

17.7 

Accum'd 

Funds # 
31.12.83 
$mill. 

83.6 

32.2 

19.6 

135.4 

Note: (1) See Table 1 to this section for further details on 
Universities. 

(2) See Table 
C.A.E.s. 

2 to this section for further details on 

(3) See Table 
Colleges. 

3 to this section for further details on TAPE 

# Includes reserves whether held in the form of assets, unexpended 
grants, trust moneys or endowments for specified purposes. 

5.14.6 As reported in my fourth report to Parliament for 1982-83, I 
reiterate that in my view, considering the level and magnitude of 
aggregate funds flowing through these institutions, the preparation of 
a comprehensive report on the financial operations of the post 
secondary education sector should be addressed as a matter of 
priority. 

5.14.7 The need for proper accountability of public funds provided for 
various educational purposes cannot be overemphaaiaed. I atrongly 
recanmend that a Ccmmittee be formed comprising representatives from 
the Departments of Education and Management and Budget, the Victorian 
Post Secondary Education Commission, the Technical and Further 
Education Board and the Universities with overall responsibility for 
the preparation of an annual consolidated report on the financial 
operations of post secondary educational institutions. This report 
should be laid before the Parliament and therefore provide it with 
relevant and timely information as to the sources and applications of 
funds within the post secondary education sector. 

Statutory Reporting and Auditing Recfuirements 

(1) Universities 

5.14.8 There are 4 Universities in Victoria, 3 located in the metropolitan 
area and one in Geelong. These Universities are bodies corporate, 
provide tertiary education at university level, are involved in 
various research activities, and are operating under various Acts as 
follows: 
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University of Melbourne - Melbourne University Act 1958 
Monash - ftonash University Act 1958 
La Trobe - La Trobe University Act 1964 
Deakin - Deakin University Act 1974 

5.14.9 Other than for Melbourne University, the Acts require the Councils of 
each University to prepare annual financial statements for sutmission 
to the Auditor-General by 31 March each year. The legislation further 
provides that an annual report, together with copies of audited 
statements of income and expenditure, shall be transmitted to the 
Governor-in-Council and aubaequently auch reports ahall be laid before 
Parliament. 

5.14.10 Melbourne Univeraity is required to submit its annual report, together 
with its audited financial statanents, to the Governor as soon as 
practicable after 1 January each year, and subsequently such report is 
laid before the Parliament. 

5.14.11 All Universities have a financial year ending on 31 December. The 
Council of each University has a statutory responsibility to arrange 
for a continuous audit of the incane and expenditure in its accounts. 
The Auditor-General has the responsibility, pursuant to the fore 
-mentioned Acts, for the annual audit of the financial statements. 

5.14.12 Audit comments in respect of the financial operations of the 
Universities for the year ended 31 December 1983 are contained in my 
second report to Parliament for the year ended 30 June 1984. 

(2) Colleges of Advanced Education and Colleges of Technical and 
Further Education 

5.14.13 The Post Secondary Education Act 1978 requires the Council of each 
institution to keep prcDper books and accounts and for such accounts to 
be audited at least onc:e in each year by the Auditor-General. 

5.14.14 The Councils of both C.A.E.s and T.A.F.E. Colleges are required by the 
Act to provide for a continuous audit of the income ard expenditure of 
their institutions. The legislation further provides that all Colleges 
have a financial year ending on 31 December and are required to 
forward financial statements by 31 March to the Auditor-General for 
audit. 

5.14.15 The Auditor-General is required to send a copy of all audited 
financial statements to the Minister for Education ard to the 
Victorian Post Secorxjary Education Conmission. There is no provision 
for the tabling of an annual report or of financial statements in the 
Parliament by C.A.E.s and T.A.F.E. Colleges. 

Audit Observations and Recoamendations 

Non-reqpjirement to Report to Parliament 

5.14.16 As indicated earlier, C.A.E.s and T.A.F.E. Colleges do not report 
their activities to Parliament. In view of the level of funds flowing 
through these organisations it is my opinion that this aspect should 
be addressed as a matter of urgency. The problan could be overcome by 
bringing educational institutions under the ambit of the Annual 
Reporting Act 1983. 
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Form and Content of Financial Statements 

5.14.17 Pursuant to the Post Secondary Education Act 1978 and the 4 separate 
Universities Acts, the Auditor-General has the statutory power to 
approve the form of the financial statements. In view cpf ray 
responsibility for auditirg such statements, it is considered 
inappropriate that I should also prescribe the form of such 
statements. 

5.14.18 As with previous years there are inadequaciea and limitations in the 
form and contents of financial statements. Some steps towards 
improvement in this area have taken place. 

5.14.19 During 1983-84 a Ccmmittee was established by the Victorian 
Association of Businesa Managers to formulate a standard accounting 
approach for the preparation of financial statanents by T.A.F.E. 
Colleges. A prĉ xDsed format for the financial statements was cteveloped 
by a sub-committee, which format was accepted by me as an interim 
meaaure for the purpoaea of presentation of T.A.F.E. College financial 
statements for the 1984 year only. 

5.14.20 Similarly, the Universities have established a working party with the 
view of standardising and improving the form and contents of financial 
statanents presented by Universities. 

5.14.21 Colleges of Advanced Education have not recently taken any steps to 
standardise and improve their financial reportirg. 

5.14.22 I consider it vitally important that the progress made to date towards 
greater accountability by post secondary education institutions is not 
halted. This thrust should be maintained to ctevelop a set of financial 
statanents for consideration by the Treasurer should these 
institutions be brought under the ambit of the Annual Reportirg Act 
1983. 

Inadequacies of the Underlying Accounting System 

5.14.23 Currently, the majority of post secondary education institutions use a 
modified accrual system as their accounting basia. Expenditure on 
capital items, equipment and stores are written off in the year in 
which they were incurred. Similarly, not all long term liabilities are 
recognised and reported. 

5.14.24 A full Balance Sheet or Statement of Assets and Liabilities is not 
presented, but rather a Statement of Balances which in the main 
discloses the net difference between current assets and current 
liabilities. The effect of this approach is that items such as fixed 
assets are excluded from the Statement of Balances; similarly, lor>g 
term liabilitiea are not disclosed. A move towards full accrual 
accounting is cxjnsidered essential if the user of financial statements 
is to get an accurate understanding of the financial operations and 
state of the affairs of the entity. 

5.14.25 The use of fund accounting also makes it difficult for the reader to 
get a clear picture of the overall level of funds available to 
institutions. A consolidated statement of incone and expenditure 
should, however, assist users. Further, the existence of numerous 
separate invested funds involving the earmarking of certain receipts 
for particular purposes, may make it difficult to assess the overall 
financial position of these institutions. A clear ctefinition of 
provisions and reserves is cteemed necessary. 
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Delays in Submission of Financial Statanents 

5.14.26 Under the provisions of the Post Secondary Education Act 1978, all 
C.A.E.s and T.A.F.E. Colleges are required to submit, by 31 Marc:h in 
each year, financial statements for audit by the Auditor-General. 

5.14.27 In respect of the C.A.E.s, 4 Colleges failed to submit financial 
statanents for 1983 by 31 March 1984, vrfiile 13 T.A.F.E. Colleges 
(approximately 46 per cent) had not done so by 15 August 1984. I 
therefore had to write to the Technical and Further Education Board on 
20 August 1984 about the non-receipt of the financial statements. In 
effect the financial statements were not submitted even though it was 
8 months after the required balance date and 5 months after the 
required statutory deadline of 31 March. At the date of preparation of 
this report, all financial statements for 1983 had been received by 
this Office with the exception of the accounts of Box Hill T.A.F.E. 
College which are still outstanding. 

Accounting Expertise 

5.14.28 The inadequate level of accounting expertise in many of the T.A.F.E. 
Colleges during the year 1982 gave rise to delays in finalising 
financial statements and difficulties in presenting such statanents on 
other than a cash basis. Although during the year 1983 there was a 
general inprovement in the accounting systems of scane of the T.A.F.E. 
Colleges, many of the problems encountered during the 1982 year 
carried forward into the 1983 year. These factors tended to 
contribute to delays in submission of financial statements by the 
statutory date of 31 March 1984. 

5.14.29 During the course of the audit of scxne institutions it was noted that 
although qualified staff was available, at times services of private 
practitioners were used to perform basic accounting functions such as 
reconciling bank accounts anx3 various clearing accounts. 

Conclusion 

5.14.30 The difficulties in timely, cxinsistent and canprehensive financial 
reporting would be solved to some extent if the post secondary 
education institutions were brought under the ambit of the Annual 
Reporting Act 1983. The Treasurer would then be in a position to 
prescribe the form and contents of the financial statements and all 
institutions would then be required to table an annual report in 
Parliament. Such a move, in my cpinion, is essential if the ultimate 
aim of providing Parliament with a consolidated report on the 
operations of the post secondary education sector is to be achieved. 
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5.15 S.E.C. SOPERANNDATION FOND AMD S.E.C. EMPLOYEES' RETIREMENT AMD 
BENEFITS FOND 

Introduction 

5.15.1 The S.E.C. Superannuation Fund and the S.E.C. Elnployees' Retirement 
and Benefits Fund were established by the State Electricity Canmission 
under the authority of the State Electricity Act 1958. The Commission 
is the Trustee of each fund as determined by the trust deeds. 

5.15.2 The Commission, in its capacity as Trustee, is responsible for the 
administration of the funds and bears all associated acJministrative 
costs with the exception of investment expenses which are met directly 
from the funds. 

Statutory Reporting and Auditirxj Recjuirements 

5.15.3 The rules of the funds require the Trustee to prepare a balance sheet 
and a statement of receipts and disbursements within 6 months of the 
end of the financial year. There is no provision for this information 
to be tabled in Parliament. 

5.15.4 The State Electricity Commission (Amencinent) Act 1982, v̂ iich came into 
operation on 2 March 1983, provides for the statements of accounts 
prepared by the Trustee of the funds to be audited by the Auditor-
General . 

5.15.5 The financial statements of both funds for 1983-84 were received by 
audit on 26 October 1984 and the audit reports were signed on 19 
November - and 13 December 1984, for the S.E.C. Bnployees' Retirement 
and Benefits Fund ard S.E.C. Superannuation Fund respectively. 

Actuarial Review 

5.15.6 The Trustee is required to arrange for an actuarial investigation into 
the state and sufficiency of each fund to be carried out at intervals 
not exceeding 3 years. 

5.15.7 The last actuarial report covered the 3 year period ended June 1983 
and revealed in actuarial cteficits of $67.5 million for the 
Superannuation Fund and $57.9 million for the Employees' Retirement 
arxl Benefits Fund. 

5.15.8 To fund these actuarially determined deficits the State Electricity 
Ccxtimission is contributirg as follows: 

(1) Superannuation Fund 

An amount equal to 2 per cent of salaries over a period of 15 years in 
addition to the ratio of 2:1 of anployee contributions (effective 1 
July 1984). 

(2) Bnployees' Retirement and Benefits Fund 

An amount ecjual to 0.65 per cent of wages over a period of 25 years in 
addition to the ratio of 2:1 of employee contributions (effective from 
1 July 1983). 

62 



5.15.9 In addition to the cteficits relating to basic benefits, the Commission 
has a liability to beneficiaries through the Superannuation Fund for 
pension supplsnentation based on changes in the consumer price irxiex. 
The actuary has calculated the present value of these obligations in 
respect of existing and future beneficiaries at $540 million. The 
Ccanmission is meeting these cxsts on a "pay as you go" basis ard in 
1983-84 $11.3 million was charged against revenue of the Canmission. 

Financial Operations 

(1) S.E.C. Superannuation Fund 

5.15.10 The S.E.C. Superannuation Fund is a defined benefits plan managed by 
the Trustee on behalf of salary employeea. The scheme is cxanpulsory 
for all salaried personnel, who contribute 6.5 per cent of their 
salaries matched by Canmission contributions at a ratio of 2:1. 

5.15.11 Benefits provided under the plan are by way of lump sum payment and/or 
pension upon retirement, death or diaability. Fund benefits are 
principally related to the period of contributing service of members 
ard average salary during the final 2 years of manbership. 

5.15.12 The financial operations of the Fund as presented by the Trustee for 
1983-84 compared with 1982-83 are sunmarised hereunder: 

Incane 
Investment incane 
S.E.C- of Victoria contributions 
Members' contributions 

Expenditure 
Benefit payments 

Surplus for the year 

Transfers 
Transfer to S.E.C. Ehiployees' Retirement arxi 
Benefits Fund (133) (317) 

Transfer from S.E.C. Ehiployees' Retirement 
and Benefits Fund 1 232 1 235 

1982-83 
$000 

58 
48 
15 

122 

37 

84 

747 
626 
265 

638 

861 

777 

1983-84 
$000 

78 
53 
17 

147 

52 

95 

831 
774 
208 

813 

337 

476 

Net Surplus 
Accumulated funds at 1 July 

Accumulated funds at 30 June 

1 099 

85 876 
424 892 

510 768 

918 

96 394 
510 768 

607 162 
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5.15.13 The state of affaira of the Fund at 30 June 1983 and 30 June 1984 waa 
as follows: 

Accumulated Funds 

Represented by: 
Current Assets 
Funds pending investment 
Accrued income and receivables 
Short-terra investments 
Etrployer contributions retained by 
S.E.C. of Victoria (interest bearing) 

30.6.83 
$000 

510 768 

1 008 
18 229 
17 986 

242 483 

279 706 

30.6.84 
$000 

607 162 

610 
10 384 
64 650 

• • 

75 644 

Investments (at cost) 
Shares and convertible unsecured notes 94 240 105 431 

Fixed interest -
Public securities 
Mortgages 
Canpany debentures 

54 591 
11 317 
5 271 

71 079 

89 283 
• • 

534 308 

23 540 

510 768 

205 020 
9 254 
4 455 

218 729 

117 250 
93 039 

610 093 

2 931 

607 162 

Property 
Managed Funds 

Total Assets 
Less Current Liabilities 
Accrued expenditure and payables 

Total Net Assets 

Qualification of the S.E.C. Superannuation Fund's Financial 
Statements 

5.15.14 It was necessary to record the following qualification on the 1983-84 
financial statements of the S.E.C. Superannuation Fund. 

"Investments shown in the balance sheet uncter the headings 
'Institutional' amounting to $80 905 000 and 'International', 
$12 134 000 are held in the names of managanent service ccmpanies ard 
a life assurance company. These investments have been included in the 
accounts on the basis of statements finalised by the abovementioned 
bodies and could not be independently verified by audit". 
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(2) S.E.C. Employees' Retiranent arx3 Benefits Fund 

5.15.15 The S.E.C. Ehiployees' Retirement ard Benefits Fund is a ctefined 
benefit plan managed by the Trustee on behalf of wages award 
employees. The scheme is canpulsory for all wages personnel, who 
contribute 3.25 per (»nt of their wages matched by Canmission 
contributions at a ratio of 2:1. Benefits provided uncter the plan are 
by way of luit̂  sum payment upon retirement, death or disability. 

5.15.16 The financial operations of the Fund as presented by the Trustee for 
1983-84 compared with 1982-83 are summarised hereuncter: 

Income 
S.E.C. of Victoria contributions 
Manbers' contributions 
Investment income 

1982-83 
$000 

11 590 
5 777 
5 328 

1983-84 
$000 

14 288 
6 493 
7 842 

22 695 28 623 

Experditure 
Benefit payments 7 051 9 115 

Surplus for the year 15 644 19 508 

Transfers 
Transfer from S.E.C. Superannuation Fund 133 317 
Transfer to S.E.C. Superannuation Fund (1 232) (1 235) 

(1 099) (918) 

Net Surplus 14 545 18 590 
Accumulated funds at 1 July 30 101 44 646 

Accumulated funds at 30 June 44 646 63 236 

5.15.17 The state of affairs of the Fund at 30 June 1983 and 30 June 1984 was 
as follows: 

30.6.83 30.6.84 
$000 $000 

Accumulated Funds 44 646 63 236 

65 



Represented by: 

Current Assets 
Funds pending investment 
Accrued income and receivables 
Short-terra investments 
Employer contributions retained by 
S.E.C. of Victoria (interest bearing) 

Investments (at cost) 
Shares and convertible unsecured notes 

Fixed interest -
Public securities 
Mortgages 
Company debentures 

30.6.83 
$000 

771 
2 090 
798 

27 879 

31 538 

4 877 

2 121 
617 

1 058 

3 850 

5 055 

30.6.84 
$000 

351 
1 799 
8 303 

• • 

10 453 

9 745 

24 225 
515 
856 

25 596 

18 920 Property 

Total Assets 45 320 64 714 

Less Current Liabilities 
Accrued expenditure and payables 674 1 478 

Total Net Assets 44 646 63 236 

5.15.18 During the year the State Electricity Canmission reviewed its policy 
of retaining the employer contributions for both funds and ctecided 
that, with effect frcm 1 July 1983, such contributions would be paid 
to the operating accounts of both funds. 

5.15.19 The contributions retained prior to 1 July 1983, amounting to 
$242 483 000 (S.E.C. Superannuation Fund) and $27 879 000, (S.E.C. 
Employees' Retirement and Benefits Fund) were progressively paid to 
the funds during the year. 

Scope of Audit 

5.15.20 The audit of the funds consisted of a review and evaluation of the 
systems of internal control relating to the member and employer 
contributions to the funds, the incane from investments, and pensions 
and other benefits paid by the funds. Assets and liabilities at 30 
June 1984 were verified. The work performed by the internal audit was 
reviewed and accepted for the purpose of the audit. 
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Conclusion 

5.15.21 Subject to the cjualification of the S.E.C. Superannuation Fund's 
financial statements and sane mirvDr control weaknesses which wsre 
brcxjght to the attention of the Trustee, the results of the audit 
proved satisfactory. 
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5.16 STATE EMPLOYEES RETIREMENT BENEFITS BOARD 

Introduction 

5.16.1 The State Employees Retiranent Benefits Board was established under 
the State Employees Retirement Benefits Act 1979. The Board is 
responsible for the administration of the State Bnployees Retirement 
Benefits Fund which provides, on a contributory basis, superannuation 
benefits for certain government employees not otherwise covered by 
superannuation benefits. The Board provides pensions and lump sum 
benefits on age retirement, disability and death, and provides a 
refund of contributions, together with interest thereon, on 
resignation. 

Statutory Reporting and Auditing Recjuirements 

5.16.2 The Act requires the Board to submit to the Treasurer its report, 
including the audited accounts, for presentation to both Houses of 
Parliament as soon as practicable after the audit has been completed. 
The Act also provides for an annual audit of the accounts of the Board 
by the Auditor-General. 

5.16.3 The financial statanents were adopted by the Board on 13 November 1984 
and the audit report was signed on 20 December 1984. 

Actuarial Investigation 

5.16.4 Section 18 of the Act requires an actuarial investigation into the 
financial position of the Fund at 30 June 1982 and at the end of each 
succeeding period of 3 years. The next actuarial investigation is due 
as at 30-June 1985. 

Financial Operations 

5.16.5 The financial operations of the Board for 1983-84 canpared with 1982-
83 are summarised as follows: 

1982-83 1983-84 
$000 $000 

Income 21 430 31 222 
Expenditure 13 704 16 413 

Surplus for year 7 726 14 809 

Less amounts transferred to Members 
Reserve and Death and Disability Reserve 8 480 9 729 

(Deficit) Surplus for year (754) 5 080 
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5.16.6 The inprcved result for the year was due mainly to: 

(1) increases in employer anx3 employee contributions of $4 771 883 
arxl $2 747 289 respectively, resulting from an increase in fund 
membership of approximately 25 per cent; 

(2) an increase of $1 401 678 in interest on outstar>ding employer 
contributions resulting frcm the failure of employers to make 
payments of cxintributions; and 

(3) an increase of $796 449 in income from investments. 

5.16.7 The total accumulated funds and net assets of the Board at 30 June 
1984 were $29 981 782 compared with $13 266 874 at 30 June 1983. 

Investments 

5.16.8 Details of invesbnents held by the Board of 30 June 1983 and 30 June 
1984 are as follows: 

Short Terra Deposits 
Government and Semi-Government Secxirities 
State Development Account 
Canmercial Bills 

1983 
$000 
2 650 
5 467 

., 
2 591 

10 708 

1984 
$000 
4 542 
10 458 
3 000 

• • 

18 000 

Qualification of the Board's Financial Statements 

5.16.9 It was necessary to record the following qualification on the 1983-84 
financial statements of the Board: 

"The Board has included in the Balance Sheet as part of Contribution 
Debtors - Employee Contributions an amount of $825 281. This anount 
represents cxjntributions due from employees identified as being 
eligible to join the Fund prior to 30 June 1984 if they all elected to 
pay the full contributions. However, Section '̂4 of the Act provides 
several options covering the extent to which such employees may 
contribute. The exercise of these options may result in not all of the 
above amount being collected by the Board. In addition, as indicated 
in Note 6 to the Board's accounts, there is a further unascertained 
amount owing for contributions by employees who were eligible to join 
the Fund prior to 30 June 1984 but had not joined the Fund at that 
date. Audit is unable to ctetermine the amount the Board will realise 
f rem each of these categories of employee". 

5.16.10 This is the second year that the financial statements of the Board 
have been cjualifled on these grounds (refer Status Report in Part 3 of 
this report). 

Scope of Audit 

5.16.11 The audit included the documentation, evaluation and testing of the 
Board's contributions, incane, expenditure and inward rec:eipts 
systems. The assets and liabilities of the Board at 30 June 1984 were 
verified. 
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5.16.12 In addition to my statutory responsibility to conduct an audit each 
year, a firm of private practitioners appointed by the Board conducted 
an audit cxi a regular basis throughout the year. Their audit prograns 
and workinci papers were examined and accepted for the purpose of ray 
audit. 

Conclusion 

5.16.13 Subject to the qualification ard a number of minor matters which were 
brought to the attention of the Board, the results of the audit proved 
satisfactory. 
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5.17 STATE INSORAHCE OFFICE 

Introduction 

5.17.1 The State Insurance Office was established under the State Insurance 
Office Act 1975 and offers: 

(1) compulsory third party contracts of insurance to motor car 
owners under the Motor Car Act 1958; 

(2) contracts of insurance to employers against their liability 
under the Vtorkers Compensation Act 1958; 

(3) insurance in relation to motor cars and other general 
insurance. 

Statutory Reporting and Auditing Requirements 

5.17.2 The State Insurance Office Act 1975 requires the Insurance 
Commissioner to provide the Minister, in September each year, with a 
statement of accounts of the Office for the financial year and for the 
statement of accounts to be tabled in both Houses of Parliament as 
soon as practicable. The Act also provides for the annual audit of the 
accounts by the Auditor-General. 

5.17.3 The statement of accounts for 1983-84 was adopted by the Insurance 
Commissioner on 31 August 1984 and the Treasurer's approval to the 
fonnat of the accounts was provided to audit on 8 October 1984. The 
audit report was signed on 6 December 1984. 

Qualification of the Office's Financial Statements 

5.17.4 It was necessary to record the following cjualif ication on the 
statement of accounts for 1983-84: 

"1. As stated in Note 2(c) to the financial statements the provision 
for outstanding claims waa eatabliahed on an actuarial baaia to 
which certain adjustments were made. In relation to canpulsory 
third party insurance a further adjustment was also made to 
allow for future investment incane. In my opinion, no cteduction 
for future investment income should have been made against the 
provision for cxitstandinci claims as this practice recogniaea 
incxame prior to it being earned. As a cxinsequencre of this 
practice, in my opinion: 

(i) the expense item claims paid and outstandir>g 
- compulsory third party, has been understated by $75.8 
million, such amount being based on actuarial advice, 
arx3 the loss for the year has been similarly 
understated; and 

(ii) the balance sheet itema outatanding claims and 
accumulated losses - canpulsory third party, have been 
understated by an amount of $317.3 million. This amount 
r^resents total future investment income recxigniaed 
aince the adoption of thia accounting practice in 1980-
81 and includes the amount of $75.8 million for 1983-
84. 
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2. The provision for claims experience discount was increased by 
$5.3 million in 1983-84 to a total of $17 million as at 30 June 
1984. The documentation provided in support of this provision 
did not enable audit to determine the adequacy of the 
provision. 

3. Included in the provision for outstanding claims is an amount of 
$45 million, an increase of $10 raillion in 1983-84, for the 
estimated cost of outstanding claims relating to asbestosis, 
industrial deafneaa and tenosynovitis injuries. The 
documentation provided in support of this provision did not 
enable audit to ctetermine the adequacy of this component of the 
provision." 

Financial Operations 

5.17.5 The financial operations reported by the Office for 1983-84 compared 
with 1982-83 are summarised hereunder: 

1982-83 1983-84 
$000 $000 

Income 586 106 697 684 
Expenditure 745 814 1 174 658 

Loss 159 708 476 974 

5.17.6 The loss of $477 million for the year reported by the Office consisted 
of a loss of $484.5 million for compulsory third party insurance and a 
profit of $7.5 million for other insurance including employers 
liability, comprehensive motor vehicle and other types of general 
insurance. The loss on compulsory third party insurance was arrived at 
after cteducting $75.8 million for anticipated future investment incxme 
which was the subject of the audit cjualification. 

5.17.7 The Insurance Ccmmissioner has indicated that the increase in 
compulsory third party claims paid and outstanding can be attributed 
to a number of ctecisiona handed down by the courta under ccmmon law 
which in turn have increaaed community awareneaa and expectationa as 
to the level of compensation that may be negotiated without resorting 
to litigation. Also, changes in legislation have increased both the 
cost and the number of incurred claims. 

5.17.8 The c:urrent canpulsory third party premium rates, set ty the Qovemor-
ir>-Council, have not been increased aince January 1983 and, together 
with investment income, were insufficient to meet incurred 
underwriting costs in 1983-84. 

5.17.9 Net liabilities, i.e. the excess of liabilitiea over aaaets, of the 
Office at 30 June 1984 were $712 million. However, if the Office had 
not adopted a policy of allowing for future investment incane in 1980-
81, the net liabilities at 30 June 1984 would have been $1 029.3 
million. 
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5.17.10 As a consequence of losses incurred in the previous 3 years on 
compulsory third party operations, net liabilities of tlie Office have 
increaaed rapidly during that period. The followir^ achedule 
illuatrates the increase in the level of net liabilities since 1981-
82: 

Net Liabilities of the Office 1981-82 1982-83 1983-84 
$000 $000 $000. 

On the basis that Future Investment 
Income is included 75 175 234 983 711 957 

On the basis that Future Investment 
Income is excluded 338 975 476 466 1029 257 

5.17.11 In my fourth report for 1982-83 (refer paragraph 4.23.7), I commented 
that the financial position of the Office at 30 June 1983 was of 
concern and reccmmended that appropriate action be taken to ensure the 
Office's financial viability. 

5.17.12 Attention is again drawn to the serious financial position in which 
the Office is ncM placed. If losses of this magnitude are allowed to 
continue, substantial funding from the Consolidated Fund will be 
required as the operations of the Office are guaranteed by the 
Government. 

Scope of Audit 

5.17.13 The audit included: 

(1) an- examination and tes t i rg of the Office's revenue and 
experditure systans; 

(2) the (tocumentation and evaluation of internal control procedures 
within the comprehensive motor vehicle revenue ard the general 
insurance claim systems; and 

(3) the verif icat ion of assets and l i a b i l i t i e s of the Office a t 
30 June 1984. 

5.17.14 A review of the plans, programs, reports and working papers of the 
Office's internal audit services division was undertaken during the 
audi t . The work performed by internal audit was accepted for the 
purposes of my audit . 

Audit Observat ions and Recoaaendations 

Future Investment Inixme 

5.17.15 The estimate of the outstanding claims provision - canpulsory third 
party of $1 669.7 million was ctetermined by a consulting actuary in 
l ine with the Insurance Commissioner's policy of allowing for future 
investment income. The provision was adjusted by $317.3 million for 
investment income anticipated to be earned in future accounting 
periods frcm the investments held to meet the claims l i a b i l i t y for 
t h i s class of business a t 30 June 1984. The Insurance Commiaaioner has 
not, however, adopted the practice of recognising future investment 
incane in the calculation of the outstanding claims for employers 
l i a b i l i t y . The calculation of employers l i a b i l i t y outstanding claims 
i s also based on an actuarial estimate ard has a claims aettleraent 
period aimilar to that for cxmpulsory third party claims. 
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5.17.16 In ray December 1982 report (paragraphs 3.28.12 to 3.28.17) and my 
fourth report for 1982-83 (paragraphs 4.23.11 to 4.23.12) I commented 
upon the practice of recognising investment income before it is earned 
and why it should be discontinued. Audit is still of this cpinion for 
the following reasons: 

(1) The anticipated invesbment income may be unattainable due to the 
following factors: 

(i) If the compulsory third party operations continue to 
experience underwriting losses, then the investments held 
to meet the outstanding claims provision will be further 
eroded and conaecjuently the level of anticipated income 
from inveatmenta brought to account in previous years 
will not be achieved. 

(ii) The period of settlement for claims outstanding at 
30 June 1984 has been actuarially estimated to extend 
over approximately 20 years and all cnjrrent portfolio 
investments held by the Insurance Ccmmissioner mature 
sane time within this period. There is no certainty that 
the interest rate obtainable upon reinvestment of these 
funds will be the same as or greater than that currently 
being earned. If this situation does not occur, then 
anticipated investment income brcxaght to account in 
previous accounting periods will not be earned by the 
Office. This will result in either an overstatement of 
profits or an understatement of losses in respect to the 
years in v*iich future investment incane was included in 
the calculation of outstanding claims. 

In relation to (l)(i) it is pointed out that this is the third 
successive year in which the Office has experienced substantial 
losses through the operation of compulsory third party 
insurance. 

In ny cpinion, these losses have impacted upon the ability of 
the Office to achieve the projected future income ard this in 
fact has been recognised by the Insurance Conmissioner in 
lowering the average yield used in deterrainirg future investment 
incxme to discount the provision for outstanding claims. 

Audit notes that the allowance for future investment incane, 
which was first adopted by the Insurance Commissioner in 1980-
81, has been progressively reduced in recent years by adjusting 
the average yield used in the actuarial calculation of the 
allowance from 11 per cent in 1981-82 to 6.7 per cent in 1983-
84. 

(2) The objective of the generally accepted accounting principle 
referred to as the matching concept is to match income earned in 
a period against costs incnjrred in the same period so that the 
financial performance for the period can be determined. The 
polic:y adopted by the Insurance Commissioner is a cteviation from 
this concept, since the future investment incane used to 
discount the outstanding claims liability at balance cJate will 
be earned in a number of future accounting pericxJs and is not 
related to the incane earned in the current accountirg period. 
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(3) The policy followed by the Insurance Commissioner is cxintrary to 
the reccammerdations of the Accountirg Standards issued by the 2 
Australian accounting bodies which state that the profit for a 
period should take into account revenue and experxses arising in 
that period. 

Claims for Industrial Hazarda 

5.17.17 The Inaurance Commissioner's estimate for outstanding claims - fire, 
accident (excludinci compulsory third party) and marine etc., inducted 
an amount of $45 million for future claims relating to asbestosis, 
industrial deafness ard tenosynovitis injuries. 

5.17.18 Audit ervjuiries revealed that the estimate relating to these 
industrial hazards had not been based on past payment patterns but had 
been subjectively estimated by management, since little was known at 
balance date of the potential liability of these types of injuries. 
Due to the subjective nature of the estimates, audit was unable to 
determine the reliability of this component of the provision. 

Claims Experience Discount 

5.17.19 Included in the accounts is a provision of $17 million relating to 
claims experience discount to be allowed to employers liability policy 
holders on their 1984-85 insuranc:e premiums. Since the discount is 
based on policy holcters' previous claims experience, an adjustment 
agairvst the previous year's premium was made by providing for a 
provision at balance date to bring to account the discount expense in 
the correct accountirci period. 

5.17.20 An examination of the documentation to support the calculation of this 
provision disclosed that the provision had been subjectively estimated 
by management and audit was unable to verify the reliability of the 
estimate. 

Superannuation 

5.17.21 In my fourth report for 1982-83 (paragraph 4.23.23) audit reccmmended 
that to obtain a more informed estimate of the Office's liability for 
its future contributions to the State Superannuation Fund for 
employees who are members of the Fund, an actuarial estimate be sought 
from the Government Statist and Actuary who is the actuary to the 
State Superannuation Fund. 

5.17.22 In response to the reccrunendation, the Office obtained fran the 
Government Statist and Actuary a calculation of the liability as at 
30 June 1984. The estimate disclosed that the provision as at 30 June 
1984 calculated by the Office was understated by $9.5 million. 
Consequently, the additional liability was apportioned between the 
Office's operating divisions and inducted as an abnormal item in the 
Profit and Loss statements for the 1983-84 year. 
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5 .18 STATE SWIMMING CENTRE COMMITTEE OF MANAGEMENT 

Introduction 

5.18.1 The State Swirarairci Centre Committee of Management was established by 
Order-in-Council dated 12 .May 1980, pursuant to the provisions of the 
Crown Land (Reserves) Act 1978. The functions of the Committee are to 
improve, maintain and control land tanporarily reserved for recreation 
purposes. 

Statutory Reporting and Auditing Rec}uirements 

5.18.2 The Act requires the Ccmmittee to furnish annually to the Director-
General of Conservation, Forests and Lands, unless otherwise directed 
by him, a statement of income and expenditure and balance sheet. The 
Act also recjuires that the books and accounts of the Ccmmittee be 
audited by the Auditor-General. 

5.18.3 The financial statements for 1983-84 were received by audit on 15 
March 1985 and the audit report was signed on 22 April 1985. 

Scope of Audit 

5.18.4 The audit included an exaraination and evaluation of the accounting and 
other systems and the ver if icat ion of assets and l i a b i l i t i e s of the 
Committee a t 30 June 1984. 

Audit Observat ions and ReccMBiendations 

Construction of State Swimming Centre 

5.18.5 In ity report to Parliament cJated 15 June 1983, on works contracts in 
Victorian government ctepartments and au thor i t ies , I included ccmraents 
re la t ing to certain shortcomings identified by audit re la t ive to the 
construction of the State Swimming Centre. 

5.18.6 Matters raised in that report and action (if any) taken since, are 
detai led below: 

(1) Electronic Timing Equipment 

Audit reported that electronic timing equipment, installed at a 
cost of $65 472, failed to operate satisfactorily ard eventually 
was replaced with equipment from another supplier at a cost in 
excess of $82 000. The Department of Youth, Sport and Recreation 
indicated that any recovery of the original cost was unlikely. 

At the ciate of preparation of this report, no costs have been 
recovered or c3amages sought frcm responsible parties associated 
with providing the original equipment. 

(2) Design and Structural Defects 

My report indicated that the Centre has sericxis design and 
structural ctefects typified by: 

(i) substantial cracking in the walls; 
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( i i ) d i f ferent ia ls in pool levels , indicating settlement of 
s i t e ; 

( i i i ) a leakage fran the diving pool calculated by management 
to be in excess of 40 000 l i t r e s per day; and 

(iv) " l i f t ing" of wall, floor and pool t i l i n g . 

Subsequent to my report, management advised audit that there has 
been further cracking in the walls and movements in the main and 
diving pools. The pcxsl movanents have c:aused inadequate 
f i l t r a t i o n and drainage. Scxne original t i l ing in and around the 
pools has continued to l i f t . Wbrks to contain pool leakage and 
repairs to t i l ing have been carried out by the contractors at no 
cost to the Carmittee. However, leakage tes t s have not been 
conducted recently, due to heavy pool bookings. 

(3) Solar Heating System 

Audit also indicated that the solar heating systan instal led at 
a cost of approximately $135 000 did not incorporate adequate 
provision for cxoling when the pool temperature exceeded an 
acceptable limit of 28°C. The P.V.C. piping specified for the 
system buckled under the temperatures generated and various 
sections had to be replaced with copper piping at an additional 
cos t . I t was anticipated that a l l P.V.C. piping would ultimately 
require replacement at the expense of the Ccanmittee. 

Subsequent to my report an investigation cx)nducted by the pool 
manager disclosed that replacanent par ts estimated to cost 
$39 460 were necessary for the heating system to achieve 
sat isfactory performance, while energy savings would be minimal. 
The Committee opted not to proceed with the necessary 
replacements but instead decided to disconnect the solar heating 
system. 

5.18.7 Audit was unable to ascertain whether the Committee, Public Vtorks 
Department or the former Department of Youth, Sport and Recreation was 
responsible for follow-up action and recommended that the 
organisations ctetermine: 

(1) what action, if any, can be taken to recover costs or damages 
from responsible par t ies associated with providing the original 
electronic timing equipment; and 

(2) responsibil i ty for ctesign and s t ructural ctefects in the Centre's 
building with a view to obtaining compensation from appropriate 
p a r t i e s . 

Conclusion 

5.18.8 ^^rt frcm the above matters and a number of minor weaknesses which 
were brought to the attention of the Ccmmittee, the results of the 
audit proved satisfactory. 
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5.19 TATTERSALL 

Introduction 

5.19.1 Tattersall Consultations, which embrace Tattslotto, Soccer Pools and a 
variety of other lotteries such as Super 66, are prcmoted and run by 
the estate of the late George Adams (the promoter) under licence 
granted by the Treasurer pursuant to the Tattersall Consultations Act 
1958. 

5.19.2 On 19 December 1983 the licence under seal of the Treaaurer, which had 
operated since 23 June 1954, was extended to allow the promoter to 
operate frcm 1 January 1984 to 30 June 1991. 

5.19.2 On 1 January 1984, enactment of the Tattersall Consultations Act 1983 
extensively amended the above legislation increasing the duty payable 
to the Treasurer and prescribing that under certain conditions a 
proportion of the promoter's net profit also be paid into the Public 
Account. 

5.19.4 The amending Act also established the Lotteries Development Fund in 
the Public Account for the purpose of research and developnent in the 
conduct of Consultations and for the acquisition of property for such 
purposes. Part of the prcxnoter's profit is credited to the Lotteries 
Development Fund. 

Statutory Reportirxj and Auditir>g Requirements 

5.19.5 Under former legislation my responsibility in respect of Tattersall 
Consultations and Soccer Pools was to verify the total subscriptions 
collected, the c3uty payable to the Treasurer, and that the composition 
of the prizes pool was in accordance with the Act. 

5.19.6 Enactment of the amending legislation extended ray responsibility to 
form an audit opinion on the accounts kept by the promoter, and for 
appropriate audit access to records. 

5.19.7 Section 8A(b) of the Act now requires the promoter within 2 months 
after 30 June of each financial year to prepare a statement of 
accounts in a form appropriate to its activities. The Act also 
provides for an audit of the statement of accounta by the Auditor-
General. There is no statutory requirement for these statements to be 
tabled in Parliament. 

5.19.8 The final financial statements were received by audit on 11 January 
1985 ard the audit report was signed on 24 January 1985. 

Pronoter's Contributions to Public Account 

5.19.9 Duty paid by the promoter to the Public Account durirg 1983-84 was 
$202 698 000 (1982-83, $192 203 000) details of which appear on page 
19 of may first report for the year ended 30 June 1984. In addition, a 
contribution of $1 327 000 was paid by the promoter into the Public 
Account during 1984-85. This contribution represented that portion of 
the promoter's net profit for the period 1 January 1984 to 30 June 
1984 determined in accordance with the provisions of Section 6(1A) of 
the Tattersall Consultations Act 1983. 
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Scope of Audit 

5.19.10 The audit oaiprised substantive testing of subscriptions collected ard 
duty payable to the State. Income arxl experxliture for the 6 months 
period ended 30 June 1984 was examined. Assets and liabilities at 30 
June 1984 were verified. 

5.19.11 The substantive work of the Government Inspectors engaged through the 
Department of Youth, Sport ard Recreation and the audit performed by 
the registered cxmpany auditor engaged by the promoter were examined, 
evaluated ard used for the purpose of rny audit. 

Conclusion 

5.19.12 /^rt from matters of a mirrar nature brcxight to the attention of the 
promoter, the results of the audit examination proved satisfactory. 
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5.20 TRANSPORT 

Introduction 

5.20.1 This section of my report covers the operations of the Metropolitan 
Transit Authority, the Road Construction Authority, the Road Traffic 
Authority and the State Transport Authority. 

5.20.2 The Authorities were established as frcm 1 July 1983. Details of the 
successor and former Authorities are as follows: 

Successor Authority Former Authority 

Metropolitan Transit Authority - Melbourne and Metropolitan Tramways 
Board and Melbourne Underground Rail 
Loop Authority 

Road Construction Authority - Country Roads Board 

Road Traffic Authority - Road Safety and Traffic Authority 
and Transport Regulation Board 

State Transport Authority - Railway Construction and Property 
Board and Victorian Railways Board 

Statutory Reportinq and Auditing Recjuirements 

5.20.3 The Metropolitan Transit Authority and the State Transport Authority 
were cteclared public bodies for the purposes of the Annual Reporting 
Act 1983. That Act provides that the Authorities submit to the 
Minister within 3 months after the end of the financial year, or such 
other period as directed by the Treasurer, an annual report containing 
financial statements audited by the Auditor-General. 

5.20.4 The Treasurer granted a number of extensions of the c3ate on which the 
Authorities were required to submit their financial statements to the 
Minister, with the final date being set at 31 December 1984. 

5.20.5 Both Authorities signed their financial statements on 20 December 1984 
ard the audit reports were signed on 21 Decanber 1984. 

5.20.6 The Road Construction Authority and the Road Traffic Authority are 
required uncter the Transport Act 1983 to sutmit to the Minister, as 
soon as practicable after the end of the financial year but not later 
than 30 September, an annual report cx)ntaining financial statements. 
The Act further provides that the financial statements be audited by 
the Auditor-General. 

5.20.7 Both Authorities signed their financial statements on 21 December 
1984. The audit report on the financial statements of the Road Traffic 
Authority was signed on 15 February 1985, while the audit report on 
the Road Construction Authority was signed on 21 February 1985. 
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Transactions between the Authorities and the Public Account 

(1) Introduction 

5.20.8 The Transport Act 1983 provides, inter alia, that the Authorities pay 
to the credit of the Works ard Services Account in the Trust Fund, 
which forms part of the Public Account, the proceeds of the sale of 
assets and loan borrowing unless otherwise approved by the Treasurer. 
For the 1983-84 year the Treasurer gave approval for the proceeds frcjn 
the sale of assets to be credited to the Consolidated Fund, which 
forms part of the Public Account, and for the Authorities to pay into 
their General Fund moneys borrowed for the purpose of meeting loan 
redemptions. 

5.20.9 The capital works programs of the Authorities were met from funds 
appropriated under the provisioris of the Works and Services 
Appropriation Act 1983. 

5.20.10 Similar transactions to those referred to above took place in the 1982 
-83 financial year between the Public Account ard the former transport 
authorities and in ny report to Parliament in October 1984 (paragraph 
5.8.7.) I referred to certain problems which arose in regard to the 
accounting procedures to be adopted for such transactions. Reference 
was also made to the legislative requirements relating to payments to 
and payments from the Public Account which are contained in unrelated 
enactments and, therefore, in audit cpinion the payments to the Public 
Account should have been reported aeparately from moneys received from 
the Public Account, i.e. they should not be offset against each 
other. 

(2) Inconsistencies in AccountirKl Treatment 

5.20.11 The Annual Reporting (Large Trading ard Rating Public Bodies) 
Regulations 1984 which had applied only to the Metropolitan Transit 
Authority and the State Transport Authority, provided that payments 
from the Public Account to the Authorities which represented capital 
moneys originally paid to the Public Account were to be reported in 
accordance with the nature of the transaction. The Regulations cJo not, 
however, specify what is or who cteterraines the nature of the 
transaction. Also the Regulations did not address how capital moneys 
paid by the Authorities to the Public Account were to be reported. 

5.20.12 Sunmarised hereunder is the treatment given by each of the Authorities 
to the transactions with the Public Account. 

* State Transport Authority - payments to the Public Account were 
treated as repayments of Advances from State Government taken over 
from the former Victorian Railways Board and monies received from 
the Public Account were treated as new advances. A note to the 
financial statanents explained the transactions anx3 the reason why 
the balance between advances received and repaid was not treated as 
a liability, i.e. the Department of Management and Budget was 
unable to provide ctetails of the conditions of repayment. The 
Authority treated the balance as part of Ecjuity. 

* Metropolitan Transit Authority - a note was attached to the 
financial statements explaining that moneys received from the 
Public Account were treated as Advances frcm State Government or 
Contributed Capital arxl payments to the Public Account as 
repayments of advances. 
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* Road Construction Authority - moneys received from the sale of 
assets and the Public Account were treated as incane and payments 
to the Public Account were treated as expenses. 

* Road Traffic Authority - payments to the Public Account were offset 
against moneys received from the Public Account. There was no 
indication in the financial statements or the notes to the accounts 
that the transactions had taken place. 

5.20.13 It is apparent that there needs to be action taken by the Ministry of 
Tranaport and the Department of Management and Budget in conaultation 
with the Authorities to standardise the manner in which theae 
tranaactiona are to be reported. 

5.20.14 As stated earlier, it is ray opinion that the payments to the Public 
Account and moneys received fron the Public Account should have been 
reported separately. The only Authority to report in this manner was 
the Road Construction Authority. In respect of the other Authorities I 
found it necessary to record a qualification on their financial 
statements reporting that I was unable to form an opinion as to 
whether the transactions had been reported in the appropriate manner. 

METROPOLITAN TRANSIT AOTHORITT 

Introduction 

5.20.15 The Metropolitan Transit Authority was established to operate 
transport services inside the Melbourne metropolitan area. However, if 
the Minister so cteterraines, the Authority can operate outside the 
Melbourne metropolitan area. The main functions of the Authority as 
defined in the Transport Act 1983 are: 

(1) to provide, manage and, in accordance with government policy, to 
operate transport services and facilities for passengers and 
freight; 

(2) to arrange with the State Transport Authority, transport 
operators or other persona or bodiea for the proviaion of 
tranaport services and facilities; 

(3) to co-ordinate transport services; 

(4) to develop integrated ticket systans; 

(5) to ctevelop new moctes of transport; 

(6) to investigate and to promote and undertake research into any 
matter related to the performance of its functions, powers or 
duties; 

(7) to provide, manage and operate tourist and recreational 
facilities; anxl 

(8) to compete for work on the open market. 
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Financial Operations 

5.20.16 The financial operations of the Metropolitan Transit Authority for the 
year are summarised below: 

1983-84 
$000 

Revenue 222 573 
Government Subsidies 167 628 

390 201 
Expenditure 482 094 

Net Deficit (91 893) 

5.20.17 Net assets of the Authority at 30 June 1984 were $154.7 million. 

Qualification of the Authority's Financial Statanents 

5.20.18 It was necessary to recx)rd the following cjualif ication on the 
Authority's financial statements for 1983-84: 

"As atated in Note 23 the Authority has treated the difference between 
the payments to and from the Public Account referred to in that note 
as Contributed Capital. 

As neither the Works and Services Appropriation Act 1983 nor the 
Transport Act 1983, under whose provisions the transactions occxir, 
indicate the nature of the transactions, i.e. whether or not the 
amounts appropriated were cx)ntributions of capital and the amounts 
paid to the Public Account were reductions of contributiona of 
capital, I am unable to form an opinion aa to whether the transactions 
have been reported in the apprcpriate manner". 

Scope of Audit 

5.20.19 The audit inducted the review of the revenue and expenditure systans 
ard the verification of the assets ard liabilities of the Authority at 
30 June 1984. The Authority engaged a firm of private practitioners to 
conduct a continuous audit of the tram and bus operations of the 
Authority. Their work was reviewed ard accepted for the purxxises of my 
audit. 

Audit Observations and RecoHsendations 

Metropolitan Rail Operations (MetRail) 

5.20.20 (a) Administrative Arranqements 

The Metropolitan Transit Authority's functions include the 
provision of transport services within the metropolitan area. 
Such services include railway services. 

The Act specifies that 2 of the functions of the State Transport 
Authority are: 
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- to be the employirg authority for all officers engaged in the 
provision of railway and railway ancillary services in the 
State of Victoria; and 

- to control and maintain all railway ard railway ancillary 
equipment arKl facilities. 

During 1983-84 the State Transport Authority established and 
staffed a division referred to as MetRail to co-ordinate and 
account for metropolitan rail operations, such operations being 
the responsibility of the Metropolitan Transit Authority. 

Expenditure incurred by the State Transport Authority in 
carrying out metropolitan rail operations was charged to the 
Metropolitan Transit Authority. Revenue arising fran such 
operations was collected by the State Transport Authority and 
passed on to the Metropolitan Transit Authority. 

5.20.21 The existing legislation ard administrative arrangements as outlined 
above result in a cx)nflict as to which Authority has, in practice, the 
final reaponaibility for the operation ard management of the 
metropolitan rail aervice. 

5.20.22 In audit opinion, this matter needs to be addressed before the 
metropolitan rail operations can be properly accounted for and 
managed. 

5.20.23 (b) Financial Arranqements 

In the year under review the ctetermination of costs arxl revenue 
applicable to metropolitan rail operations was made uncter the 
terms of an agreement between the Metropolitan Transit Authority 
and the State Transport Authority. The agreement was in draft 
form only, to which a number of amendments were made. Such 
amendments were not authorised in writing. 

5.20.24 Audit recommended that the basis for the ctetermination of costs and 
revenue applicable to the metropolitan rail operations be set down in 
a formalised agreement. 

5.20.25 (c) Financial Transactions 

An audit review of costs charged to the Metropolitan Transit 
Authority by the State Transport Authority for the metropolitan 
rail operations arxl of revenue received by the Metropolitan 
Transit Authority from those operations disclosed that it had 
not: 

(i) monitored and reviewed costs charged; 

(ii) analysed the basis or reasons behind certain charges to 
ascertain whether such charges were apprcpriate to 
metropolitan rail operations; and 

(iii) analysed or reviewed revenue collectiona. 
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5.20.26 Audit recxmmerded that to enable control to be eatabliahed over 
revenue and expenditure applicable to metropolitan rail cperationa the 
Metropolitan Transit Authority should implement suitable monitoring 
procedures and analysis techniques. 

Vesting of Suburban Trains 

5.20.27 The Transport Act 1983 gives the Minister of Transport the power to 
transfer assets ard liabilities from one Authority to another under an 
order published in the Government Gazette. The Act further provides 
that the order shall be laid before ard is subject to disallowance by 
Parliament. 

5.20.28 Certain suburban trains vested in the Authority were subsequently made 
subject to sale ard leaseback agreements. In these instancres the 
agreements were entered into before the order was laid before 
Parliament. Audit reccDgnises that the provision regarding disallowance 
could, if Parliament was not sitting, inhibit the ability of the 
Authority to enter into financial arrangements such as the sale and 
leaseback of equipment until such time as Parliament reconvenes. 
However, if vesting orders are subsequently disallowed by Parliament 
the financial arrangements relating to the orders would be breached. 

5.20.29 Audit recommended that the legislation be reviewed. 

Transfer of Metropolitan Railway Land 

5.20.30 On 8 August 1984 a vestirri order was gazetted transferring to the 
Metropolitan Transit Authority land held by the State Transport 
Authority ard used for metropolitan railway purposes. This order 
included the Melbourne Uncterground Railway Loop, the value of which 
has been brought to account in the financial statanents of the 
Authority at 30 June 1984. The remaining land was not brought to 
account as the value of such lard and associated liabilities, if any, 
could not be ctetermined at the time the order was made. The value of 
the remaining land will be brought to account in the 1984-85 financial 
year. 

5.20.31 It was recommerxled that, prior to the gazettal of vesting orders, all 
pertinent matters be researched and addressed. 

Public Liability Provision 

5.20.32 The Metropolitan Transit Authority is a self insurer for all public 
liability settlanents less than $1 million. For settlements greater 
than $1 million but less than $5 million the Authority holds insurance 
cover. Settlements greater than $5 million are covered by an insurance 
policy taken out by the Victorian Government.Each year the Authority 
charges against the year's operations the amount of the adjustment 
required to bring the Provision for Public Liability in line with the 
estimated liability at 30 June. In estimatinKi the liability the 
Authority uses fixed amounts for certain classes of unsettled claims. 

5.20.33 A review of prcxiedures relating to the assessment of the public 
liability provision at 30 June 1984 showed that there was a lack of 
docximentation detailing: 
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(i) the Authority's policy ard procedures; and 

(ii) how the fixed amounts for unsettled claims were ctetermined. 

5.20.34 It was recommended that these matters be addressed by the Authority. 

Conclusion 

5.20.35 Subject to the qualification and the other matters referred to above, 
the results of the audit proved satisfactory. 

ROAD CONSTRUCTION AOTHORITT 

Introduction 

5.20.36 The functiona of the Authority as defined in the Transport Act 1983 
are: 

(1) to maintain, upgrade, vary and extend the State's declared road 
network; 

(2) in connection with municipalities, to assist in the maintenance, 
upgrading and construction of other roads; 

(3) subject to agreement with the Road Traffic Authority to 
purchase, (fesign, construct, erect, install, maintain and 
operate traffic signals and other traffic facilities for the 
purposes of traffic management ard cxsntrol; 

(4) to ctetermine load limits ard advisory speed limits for any road, 
bridge or culvert and to ctetermine maximum speed limits for 
travel on roads under construction or repair or over bridges or 
culverts; 

(5) to provide and maintain roadside reserves adjacent to any road 
for the use or enjoyment of persons using any such road; 

(6) to establish guidelines and requirements for the issue of 
vehicle mass and dimension permits; 

(7) to compete on the open market for road construction and other 
projects; ard 

(8) to investigate ard to promote ard undertake research into any 
matter related to the performance of its functions, powers or 
duties. 

Financial Operations 

5.20.37 The financial operations of the Authority for 1983-84 are summarised 
hereunder: 

1983-84 
$000 

Income 492 843 
Experditure 534 18 Q 

Deficit 41 337 
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5.20.38 It is pointed out that the Authority is essentially funded by 
government on a cash basis whereas the financial statements are drawn 
up on an accrual basis. Therefore, funds are not provided to meet 
expenditure which was incurred but not paid in the period. Such 
expenditure includea anployee benefits, e.g. superannuation ard long 
service leave, for which actual payments will not be made until scane 
time in the future. 

5.20.39 Net liabilities (i.e. excess of liabilities over assets) of the 
Authority at 30 June 1984 were $300 182 000. 

Qualification of the Authority's Financial Statanents 

5.20.40 It was necessary to record the following cjualification on the 
Authority's financial statements for 1983-84: 

"As stated in note 7.2 to the financial statements, the Authority owns 
properties which were acquired for road works but have not yet been 
used for that purpose. At 30 June 1984 these properties, which were 
valued at $136.77 million, had not been recognised as an asset in the 
financial statements. In my opinion these properties should have been 
disclosed as an asset in the statement of assets and liabilities and 
accordingly the item Land and Buildings is understated by $136.77 
million and the item Accuraulated Deficit is overstated by the same 
amount." 

Scope of Audit 

5.20.41 The audit included the documentation, evaluation and testing of the 
revenue and expenditure systans and the verification of assets arxl 
liabilities of the Authority at 30 June 1984. 

Audit Observations and Recoamendations 

Properties Accjuired for Road Works 

5.20.42 The Authority owns properties which were acquired for road works but 
have not yet been used for that purpose. At 30 June 1984 these 
properties, which have an assessed value of $136.77 million, were not 
recognised as an asset in the statement of assets arxl liabilities. 
Under the Authority's accounting policy, the cost of prcperty 
aĉ quisitions is charged to road experxliture in the statement of 
financial transactions in the year of purchase. However, while 
awaiting use in road works a property may be rented out or, if a 
decision is made that the property is no longer required for road 
works, may be sold. Rent earned and the full value of a sale are 
treated as income in the statement of financial transactions. 

5.20.43 During the 1983-84 financial year proceeds from the sale and rental of 
these properties totalled $11.53 million. As these properties may 
provide future benefit from rental or sale, it is audit opinion that 
their cost should not be written off in the year of purchase but that 
they should be brought to account as assets. 
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Tanporary Financial Acccnmodation 

5.20.44 Section 76 of the Transport Act provides that the Authority may obtain 
advances or financial accommodation in such manner as is approved by 
the Treasurer on the recommendation of the Minister. IXiring the 
financial year the Authority borrowed funds by way of overdraft on 28 
occasions without obtaining prior approval. The maximum amount 
overdrawn was $1.8 raillion ard the minimum was $.068 million. 

Natural Disaster Relief Grants 

5.20.45 Grants for the restoration of roads and bridges damaged by natural 
disasters are made available to municipal councils by the State from 
the Victorian Natural Disasters Relief Account. Grants provided to 
municipal councils are corxiitional upon subsequent submission to the 
Authority of documentary evidence of such expenditure. 

5.20.46 The audit of the Authority's accounts for the year 1983-84 disclosed 
that documentary evidence supporting approved experditure had not been 
submitted to the Authority for amounts totalling $287 307 and $353 688 
disbursed to municipal councils durirg the periods 1974-75 to 1979-80 
and 1981-82 respectively. 

Transfer of Assets to Other Authorities 

5.20.47 On 1 July 1983 the traffic facilities program became the 
responsibility of the Road Traffic Authority. In the previous 
financial year the former Country Roads Board (now the Road 
Construction Authority) was responsible for this program. During the 
1983-84 financial year traffic facilities program assets, valued at 
$1 779 000, which included equipment associated with traffic signal 
co-ordination, 5 motor vehicles and traffic facilities installation 
stock, were transferred from the Road Construction Authority to the 
Road Traffic Authority. 

5.20.48 Section 81 of the Transport Act 1983 provides that the Minister may 
transfer assets and liabilities fran one Authority to another 
Authority after publishing an order in the Government Gazette covering 
any such transfer. 

5.20.49 At the date of audit an order covering these items had not been 
prepared. 

5.20.50 This matter was brought to the attention of officers of the Authority 
by audit. Consequently, an agreement was entered into between the Road 
Construction Authority ard the Road Traffic Authority to formalise the 
transfer of these assets. The Minister acknowledged the existence of 
this agreement. 

Land arxl Buildir̂ is Owned by the Authority (excludiryj properties 
acquired for road works 

5.20.51 The Authority's financial records did not contain the historical cost 
of all lard and buildings. For those assets for which a value was rvot 
recorcted, the Authority placed a value on the assets at 30 June 1984, 
such values being provided by officers of the Authority who were not 
qualified valuers, or by registered valuers vî o were irxlependent of 
the Authority. 
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5.20.52 Audit haa reccmmended that the Authority ahould in future: 

(1) record the hiatorical cost of a l l land ard buildings acquired; 
and 

(2) ensure a l l buildinga are ctepreciated in accordance with the 
accounting atardards iaaued by the 2 Auatralian accounting 
bodies. 

Depreciation - Plant and Motor Vehicles 

5.20.53 The Authority operated a computerised plant value reporting system 
which recorded information related to plant and motor vehicles, 
including ctepreciation charges. An examination of thia record 
disclosed that : 

(1) in a number of instancea the accumulated ctepreciation waa 
greater than the coat of the item; 

(2) in acane instances no ctepreciation had been charged; ard 

(3) ctepreciation was not charged on the cx»st of additions or 
exten^sions which became an integral part of plant items. 

5.20.54 In addition, depreciation rates are not reviewed on a regular basis in 
accordance with the accounting standards issued by the 2 Australian 
accounting todies . 

5.20.55 Audit recommended that the Authority take action to remedy the 
posi t ion. 

Conclusion 

5.20.56 Subject to the cjualification, the above matters and a number of minor 
matters which were brought to the at tention of the Authority, the 
resu l t s of the audit proved sat isfactory. 

ROAD TRAFFIC AUTHORITY 

Introduction 

5.20.57 The main functions of the Authority as ctefined in the Transport Act 
1983, are: 

(1) to provide regiatrat ion and licensing prcxDedures and systems in 
connection with transport; 

(2) to ctevelop ard implement road safety s t ra tegies and ctevelop 
pranote ard actaiinister road safety education ard trainir>g 
programs; 

(3) to ctevelop ard implement t ra f f ic managanent s t ra tegies arxl 
prac t ices ; 

(4) to specify road accident prevention practices ard to promote the 
adoption of such practices within the community; 
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(5) to develop ard supervise regulations applicable to road 
traffic; 

(6) to purchase, ctesign, construct, erect, instal, maintain ard 
operate traffic signals; 

(7) to investigate and to promote and undertake research into any 
matter related to the performance of its functions, powers aryl 
duties; arxl 

(8) to cxmpete for work on the open market. 

5.20.58 In addition to the Authority's powers, duties and functions under the 
Transport Act 1983, other powers, duties and functions are conferred 
on the Authority by other legislation including the Motor Car Act 
1958, the Motor Boating Act 1961 and the Chattel Securities Act 1981. 

Financial Operations 

5.20.59 The financial operationa of the Authority for 1983-84 are suramariaed 
hereunder: 

1983-84 
$000 

Income 78 243 
Expenditure 91 501 

Deficit 13 258 

5.20.60 It ia pointed out that the cteficit is that the Authority is 
essentially funded by goverrment on a cash basis whereas the financial 
statanents are drawn up on an accrual basis. Therefore, funds are not 
provided to meet expenditure which was incurred but not paid in the 
period. Such expenditure includes employee benefits, e.g. 
superannuation ard long service leave, for which actual payments will 
not be made until some time in the future. 

5.20.61 Net liabilities i.e. excess of liabilities over assets of the 
Authority at 30 June 1984 were $87 624 000. 

Qualification of the Authority's Financial Statements 

5.20.62 It was necessary to record the following cjualif ication on the 
Authority's financial statements for 1983-84: 

"EXiring 1983-84 the Authority paid to the Public Account, to the 
credit of the Works arx3 Services Account, under the provisions of the 
Transport Act 1983, an amount of $4.2 million being the proceeds of 
borrowings by the Authority. 

The Authority received frcm the Public Account by way of 
appropriations under the precisions of the Works and Services 
Appropriation Act 1983 an amount of $30.1 million. 
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In the Authority's books of acccxint the amount of $4,2 million paid to 
the Public Account has been offset against the amount of $30.1 million 
received from the Public Account ard the balance reported as income in 
the income and experxliture statement. 

As neither the Transport Act 1983 nor the Worka and Servicea 
Appropriation Act 1983 indicate the nature of the transactions, i.e. 
whether or not the amounts appropriated were revenue grants by 
Goverrment and the amounts paid to the Public Account were reductions 
of such revenue grants, I am unable to form an opinion as to whether 
the transactions have been reported in the appropriate manner. 

During the year the Authority collected and retained certain fees 
levied under the Motor Car Act 1958 amounting to approximately $8 
million, such amount being reported as income in the income and 
expenditure statement. 

In my cpinion such fees cxinstitute moneys payable by the Authority to 
the Consolidated Fund and, therefore, income has been overstated ard 
the cteficit for the year understated by approximately $8 million and 
the value of creditors included in the balance sheet has been 
similarly understated." 

Scope of Audit 

5.20.63 The audit included the documentation, evaluation anxl testing of the 
revenue and expenditure systems and the verification of aaaeta and 
liabilitiea of the Authority at 30 June 1984. 

Audit Observat ions and ReccHraendations 

Fees Levied under the Motor Car Act 1958 

5.20.64 The Authority retained certain feea collected during 1983-84 totalling 
approximately $8 million which were levied under the Motor Car Act 
1958. 

5.20.65 The Motor Car Act 1958 doea not prescribe how such fees are to be 
applied. Section 11 of the Audit Act 1958 provides that where no raocte 
of applying a fee is prescribed by law, then the fees shall form part 
of the Consolidated Fund. 

5.20.66 The above matter was raised by audit with the Authority. In reply the 
Authority, following rec:eipt of an opinion from its legal officer, 
held that the fees cx)llected were trading revenue and, therefore, 
could be retained by the Authority uncjer the authority of Section 
66(3)(c) of the Transport Act 1983. The term "trading revenue" is not 
defined by the Act nor is there any proviso that Section 66 shall 
apply notwithstanding anything in any other Act. Audit considers that 
trading revenue would be restricted to fees set uncter the Transport 
Act or by the Authority ard, therefore, the Authority should have paid 
the amounts collected to the Consolidated Fund. 
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5.20.67 Audit reccmmended that the following action be taken by the 
Authority: 

(1) seek an amendment to the Motor Car Act 1958 so as to prescribe 
how the fees in cjuestion are to be applied; and/or 

(2) seek an amendment to the Transport Act 1983 so as to define what 
constitutes "trading revenue" under that Act. 

5.20.68 Audit has recently been advised by the Ministry of Transport that the 
retention of the fees by the Authority had been agreed to by the 
Department of Man^eraent and Budget. Notwithstanding this action, in 
audit cpinion the legal position needs to be resolved. 

Transfer of Assets fran Other Authorities 

5.20.69 On 1 July 1983 the traffic facilities program became the 
responsibility of the Road Traffic Authority. In the prior financial 
year the former Country Roads Board (now the Road Construction 
Authority) was responsible for this program. During the 1983-84 
financial year traffic facilities program assets, valued at 
$1 779 000, which included SCRAM computer cabins and associated 
equipment, 5 motor vehicles and traffic facilities installation stcxrk, 
were transferred from the Road Construction Authority to the Road 
Traffic Authority. Further cxmment on thia matter ia contained in thia 
report in the aection on the Road Conatruction Authority (paragrapha 
5.20.47 - 5.20.50). 

Ccmclusion 

5.20.70 Subject to the cjualification, the above matters and a number of minor 
matters which were also brought to the attention of the Authority, the 
results of the audit proved satisfactory. 

STATE TRANSPORT AUTHORITY 

Introduction 

5.20.71 The State Transport Authority was established to operate transport 
services outside the Melbourne metropolitan area. However, if the 
Minister so cteterraines, the Authority c:an operate inside the 
metropolitan area. 

5.20.72 The objects ard functions of the State Transport Authority are 
contained in the enabling legislation and include, inter alia, 

- to provide, manage arxl operate transport services and facilities 
for passengers and freight; 

- to arrarge with the Metropolitan Transit Authority and others for 
the provision of transport services and facilities; 

- to control ard maintain all railway and railway ancillary equipment 
ard facilities within the State; ard 

- to operate as the eraployir̂  authority for all officers engaged in 
the provision of rail related services within the State. 
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Financial Operations 

5.20.73 The financial operations of the Authority for the year are sunmarised 
as: 

1983-84 
$000 

Revenue 219 898 
Government Subsidy 216 953 

Income 436 851 

Expenditure 676 684 

Net Loaa 239 833 

5.20.74 Net liabilities (i.e. the excess of liabilities over assets) of the 
Authority at 30 June 1984 totalled $1 589.2 million, comprising: 

Accumulated cteficits brought forward frcm the $000 
former Victorian Railways Board and the 
former Railway Construction and Prcperty Board 839 378 

Provision for superannuation pensions 
for exiating employees to 30 June 1983 510 000 

Loss for the year 239 833 

1 589 211 

5.20.75 The Precision for Superannuation for existing employees of $510 
million, brought to account during the year, takes into account the 
liability arising from service in the former authorities. 

Qualification of the Authority's Financial Statements 

5.20.76 I found it necessary to recxird the following qualification on the 
financial atatementa of the Authority for 1983-84: 

"Aa atated in Note 6 to the accounta the Authority has been unable to 
align the fixed asset values in its financial records with physical 
assets. As the asset recording system does not identify individual 
assets, audit was unable to carry out tests to ctetermine the existence 
and valuation of individual assets included in the item Fixed Assets 
arxl consecjuently, is unable to ctetermine the adequac:y or otherwise of 
the (tepreciation charge for the year of $20,625 million. 

As stated in Note 10(1) to the accounts the Authority received from 
the Public Account, by way of appropriations from the Works and 
Services Account under the provisions of the Works anxl Servicea 
Appropriation Act 1983 relating to Tranaport, an amount of $169.8 
raillion. At the direction of the Miniatry of Transport the Authority 
received from the Metropolitan Transit Authority an amount of $19.6 
million such amount having been originally appropriated to the 
Metropolitan Transit Authority from the Works and Services Account. 
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Under the provisions of the Transport Act 1983 the Authority paid to 
the Public Account, to the credit of the Works and Services Account, 
an amount of $71.9 million being the proceeds of borrowings and, to 
the credit of the Consolidated Fund, an amount of $120 million being 
the proceeds fran the sale of assets. 

The difference between the amounts paid to and received from the 
Public Account has been treated as a reduction of the balance of the 
account recorded in the equity section of the Balance Sheet as 
'Advances frcm Government'. 

The Annual Reporting (Large Trading and Rating Public Bodies) 
Regulations 1984 require that amaunts paid by the Crown to the 
Authority which represent capital moneys paid by the Authority to the 
Public Account ahall be reported in the Balance Sheet in accordance 
with the nature of the tranaactiona and an appropriate note shall be 
included explainirg what each amount represents. The amounts reported 
in the Balance Sheet shall include those moneys paid to the Public 
Account including moneys borrowed by the Authority and noneys 
resultirg frcm the disposal by the Authority of any real or personal 
property. 

As neither the Works and Services Appropriation Act 1983 nor the 
Transport Act 1983 indicate the nature of the transactions, i.e. 
whether or not the amounts appropriated were repayable advances and 
the amounts paid to the Public Account were redemptions of such 
advances, I am unable to form an cpinion as to whether the 
transactions have been reported in the apprcpriate manner or in 
accordance with the regulations. 

As stated in Note 6(4) to the accounts the Authority has not disclosed 
either the useful service lives or ctepreciation rates used for each 
fixed asset class. Such information is required to be disclosed by the 
Annual Reporting (Large Trading and Rating Public Bodies) Regulations 
1984". 

Scope of Audit 

5.20.77 The audit included an examination of various aspects of the 
Authority's revenue and experxliture systems arxl the verification of 
the assets and liabilities of the Authority at 30 June 1984. 

Audit Observations and Recoaaendations 

Fixed Assets 

5.20.78 In relation to the fixed assets of the State Transport Authority audit 
noted the following: 

(1) Recording Systan 

The asset recording systan of the Authority does not permit the 
ictentification and ctetermination of the cost arxl accumulated 
depreciation of individual assets or enable any reconciliation 
of physical assets to financial records. The Authority has 
disclosed the problem in the notes to the accounts and nxjted 
that a computerised fixed asset recording systan was being 
installed during 1983-84 to overcome this problem. Although 
work proceeded on this project, the system may not be fully 
implemented for several years due to problems aaaociated with 
aaset revaluations. 
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(2) Depreciation 

Due to inadequacies of the fixed asset recording system, the 
calculation of an apprcpriate (tepreciation charge was ctetermined 
upon the basis of the overall value of distinguishable classes 
of assets instead of being ctetermined in respect of irxlividual 
assets. It is anticipated that the introduction of the fixed 
asset re(X)rdirg system will enable an apprcpriate ctepreciation 
charge to be calculated. 

The Authority did not seek exemption from the Treasurer to 
exclude from its annual financial statements the details of the 
useful lives of all major assets. The disclosure of this 
information is prescribed in the Annual Reportirg (Large Trading 
ard Rating Public Bodies) Regulations 1984. 

(3) Track and Related Infrastructure 

The Authority has adopted a policy of non-depreciation of track 
ard related infrastructure as it considers that the asset is 
maintained at full effectiveness with damage or cteterioration 
made good as it cx;curs. Maintenance costs are charged to the 
year in which they are incurred. A review of this policy has 
indicated a lack of ctetailed evidence to support the cxintention 
that the asset is maintained in a fully effective condition. 
Further, the policy fails to recognise the need to allocate a 
portion of the cost of the asset to the period in which the 
asset is used. 

In audit opinion, an extensive review of the accounting policies 
associated with track, including (tepreciation, preventive 
maintenance arxl cteferred maintenance should be undertaken to 
ensure that the policies reflect the operating situation and are 
in accordancre with generally accepted accountirg standards. 

(4) Capitalisation Policy 

The Authority had no documented policy to ensure that all 
significant assets were identified arxl recorcted. However, during 
the year a draft policy of asset c:apitalisation was prepared 
with the intention that the policy be implemented in 1984-85. 

Borrowings 

5.20.79 In relation to borrowings of the State Transport Authority, audit 
noted the following: 

$20 million indexed loan 

Upon its cxmmencement, the Authority tcxak over a $20 million 
indexed loan. The moneys had been appropriated to the former 
Victorian Railways Board uncter the State Development Program and 
were repayable by the Authority. The former Board had spent the 
funds on new suburban rail carriages. 
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During the year, the c:arriages were transferred to the 
Metropolitan Transit Authority. The State Tranaport Authority, 
the Metropolitan Transit Authority and the Department of 
Man^ement and Budget ̂ reed that the liability for repayment of 
the indexed loan be transferred to the Metropolitan Transit 
Authority. This transfer of responsibility was achieved by the 
payment of $20 million by the State Transport Authority to the 
Metropolitan Transit Authority. 

As the assets were also transferred to the Authority, along with 
the liability, the actual transfer of funds to the MetropcDlitan 
Transit Authority was unnecessary. Therefore, in audit opinion, 
the Authority has effectively given an unintentional gift of 
$20 million to the Metropolitan Transit Authority. 

Defalcations and Irregularities 

5.20.80 Durirg 1983-84, the State Transport Authority notified the Auditor-
General of the following irregularities: 

58 Cash Robberies $26 665 
65 Cash Shortages $ 4 447 
135 Loss of stores etc. Not ctetermined 

5.20.81 In the case of cash robberies, there were 40 instancea of robberies 
from suburban railway stations the operations of which are the 
responsibility of MetRail. In most instances the Investigation 
Division of the Authority has conducted investigations into 
robberies. 

Conclusion 

5.20.82 Subject to the qualification, the unresolved matter referred to in the 
Status Report, the above matters and a number of other minor cxmments 
which have been brought to the attention of the Authority, the results 
of the audit proved satisfactory. 
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5.21 VICTORIAN ARTS CENTRE TRDST 

Introduction 

5.21.1 The Victorian Arts Centre Trust was establiahed under the Victorian 
Arta Centre Act 1979. The Trust is responsible for: 

(1) completing the construction of the Centre; 

(2) improving and maintaining the Centre; 

(3) controlling and managing the Centre (other than those 
parts occupied by the National Gallery); 

(4) presenting and producing theatrical and other entertainment; 
and 

(5) prcrootir>g activities conducted within the concert hall and 
theatre complex. 

5.21.2 The activities operated by the Trust include B.A.S.S. Victoria (a 
computerised ticketing service), the Sidney Myer Music Bowl and a 
catering service at the National Gallery. 

Statutory Reportinq and Auditirvg Requiranents 

5.21.3 The Act requires the Trust to prepare a statement of accounts at the 
end of each financial year and to report to the Minister on its 
operations no later than 31 Decanber in each year. Such report, 
including the audited financial statements, is required to be tabled 
in Parliament. The Act also provides for an annual audit of the 
financial statanents of the Trust by the Auditor-General. 

5.21.4 The financial statements for 1983-84 were received by audit on 16 
August 1984. The statements provided on that date did not ccmply with 
recjuirements of the Act and were withdrawn. Amended statements were 
received in ray Office on 27 December 1984 and the audit report was 
signed on 4 March 1985. 

Financial Operations 

5.21.5 The financial operations as reported by the Trust for 1983-84 canpared 
with 1982-83 are sunmarised as follows: 

Income 
Expenditure 

Operating Deficit 3 071 549 4 592 884 
Government Grants 16 850 000* 17 635 000* 

1982-83 
$ 

6 109 287 
9 180 836 

1983-84 
$ 

8 448 150 
13 041 034 

Balance available for capital and other 
purposes (transferred to Accumulated Fund) 13 778 451 13 042 116 

* Capital Works and Services $15 million (1982-83, $15 million), 
operations $2 635 000 (1982-83, $1 850 000). 
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5.21.6 Expenditure of $30 284 281 on the concert hall and theatre projects 
during the year brought the total construction costs of these projects 
to $224 737 319. At 30 June 1984 the approved estimated completion 
cost had risen to $224 915 064, compared with $97 661 000 at September 
1976. This estimate does not allow for the effect of future 
inflation, variation of costs or future interest charges on 
borrowings. 

5.21.7 Net assets of the Trust at 30 June 1984 were $172 500 541 (30 June 
1983, $158 871 304). 

Qualification of the Trust's Financial Statements 

5.21.8 It was necessary for me to record the following qualification on the 
financial statements of the Trust for the year ending 30 June 1984: 

"During the 1983-84 year the Trust capitalised interest of $6 869 020 
paid on moneys borrowed and used for building the Arts Centre which 
comprises a concert hall and theatres complex. As the concert hall was 
operational for the whole of the year, in my opinion the interest 
related to the building of the concert hall, estimated by audit to be 
$1 934 993, should have been shown as an expense in the income and 
expenditure statement and consequently the deficit for the year has 
been understated by this amount. 

As indicated in Note 1(b) to the accounts the Trust has not provided 
for (tepreciation of buildings which are recorded in the Trust's 
balance sheet at a cost of $227 631 726. This practice is a (teparture 
from Australian Accounting Standards and in ray cpinion ctepreciation 
should have been provided on buildings and been shown as an expense in 
the incane and expenditure statement. Based on an anticipated life 
span of 40 years audit estimates that the annual depreciation charge 
on the buildings, which were operational during 1983-84, would be 
approximately $1 823 783 and, therefore, the expenses and the deficit 
for the year have been understated by this amount". 

Scope of Audit 

5.21.9 The audit included an examination and appraisal of the revenue and 
expenditure systems anxl the verification of assets and liabilities of 
the Trust at 30 June 1984, 

Audit Observations and RecoHBendations 

Duplicate Payments 

5.21.10 Audit examination revealed weaknesses in the processing procedures and 
authorisation controls in the payments systan operating at the Trust, 
Different references were assigned to identical invoices for input to 
the computer, thus circumventing the int-built computer controls to 
ensure rejection of such identical invoices. In addition, the controls 
relating to the authorisation of payment of the invoices did not 
operate in the responsible department of the Trust, As a consequence 
of these weaknesses, duplicate payments could occur, 

5.21.11 Detailed examination by audit of payments made by the Trust during the 
1983-84 year revealed duplicate payments totalling $108 399. 

5.21.12 Audit reccmmended to the Trust that it undertake a review of its 
procedures for the authorising and processing of accounts for 
payment. 
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5.21.13 The Trust has advised audit that all the amounts overpaid have been 
recovered and that certain procedures in relation to the authorising 
and processing of accounts for payment have been amended. 

Asset Registers 

5.21.14 Asset registers maintained to record furniture and equipment of the 
Trust were incomplete at 30 June 1984 ard therefore could not be 
reconciled with the financial records. 

5.21.15 Audit was advised verbally by the Trust that the ctelay in updating the 
aaaet registers was due to the high level of activity at the Trust 
durirg the opening of the theatres complex. Whilst the difficulties 
are acknowledged, it is audit opinion that, in order for the Trust to 
properly account for furniture, equipment and other assets, the cost 
of which exceeds $4.2 million, the registers should be updated without 
delay. 

Conclusion 

5.21.16 Subject to the cjualification, the unresolved matter referred to in the 
Status Report, the above matters and some minor weaknesses brought to 
the attention of the Trust, the results of the audit proved 
satisfactory. 
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5.22 VICTORIAN PUBLIC OFFICES CORPORATION 

Introduction 

5.22.1 The Victorian Public Offices Corporation was established under the 
Victorian Public Offices Corporation Act 1974 and consists of the 
Minister of Public Works, the Treaaurer, the Premier and the Miniater 
for Conaervation, Forests and Lands. The function of the Corporation 
is to provide such public offices as are required frcm time to tirae 
for the Government of Victoria. 

5.22.2 Professional and administrative services are made available through 
the Public Wbrks Department at no charge to the Corporation. The 
Public Wbrks Department also maintains public offices owned by the 
Corporation and implements all acccmmodation ctecisions. 

Statutory Reportinq and Auditirxj Recjuiranents 

5.22.3 The Act requires the Corporation to prepare a balance sheet and 
statements of receipts and payments and inccme and expenditure. Copies 
of the financial statements are required to be forwarded to the 
Minister of Public Works before 31 October each year and laid before 
both Houses of Parliament. The Act also provides for an annual audit 
of the financial statanents of the Corporation by the Auditor-
General . 

5.22.4 The financial statements of the Corporation for 1983-84 were received 
by audit on 29 November 1984 and the audit report was signed on 
21 December 1984. 

Financial Operations 

5.22.5 The financial operations of the Corporation for 1983-84 canpared with 
1982-83 are suraraarised as follows: 

1982-83 1983-84 
$ $ 

Incane 735 363 1 745 415 
Expenditure 970 117 10 815 863 

Deficit 234 754 9 070 448 

5.22.6 The principal reason for the cteficit for the year was a loss on 
revaluation of properties amounting to $9 479 470, offset by a profit 
on sale of properties amounting to $1 032 530. 

5.22.7 Net assets of the Corporation of 30 June 1984 were $11 653 986 
(30 June 1983, $20 631 279). The decrease was due mainly to the loss 
on revaluation of assets and additional borrcjwings by the Corporation 
during the year. 

100 



Scope of Audit 

5.22.8 The audit included an examination of the accounting and other syatema 
and the verification of assets and liabilities of the Corporation at 
30 June 1984. 

Audit Observations and Recc^unendations 

Continuing Deficits of the Corporation 

5.22.9 The Corporation sold 5 properties during the 1983-84 financial year 
which resulted in a profit on sale of $1 032 530. Inccme earned by the 
Corporation from other sources totalling $712 885 was not sufficient 
to cover the outgoings of $1 310 967 in respect of total expenditure 
ard principal repayments during the current year. Further, durirg 
1983-84 the Corporation borrowed $1.8 million which increased the 
amount outstanding in respect of borrowings to $8 863 342 at 30 June 
1984 (30 June 1983, $7 367 410). 

5.22.10 As a consequence, the natter of the financial viability of the 
Corporation, which was first brought to attention in my December 1982 
report to Parliament, requires urgent attention by the Corporation. 

5.22.11 The Director-General of the Public Works Department has indicated that 
the Corporation members are aware of the position but have cteferred 
making any decisions subject to the outcome of the machinery of 
government proposals c:urrently being considered in relation to the 
Public Works Department. 

Loss on Revaluation of Properties 

5.22.12 The Corporation adopted a policy during 1983-84 of reviewing its 
property valuations biannually. The revaluation of properties 
performed by the Valuer-General during 1983-84 resulted in a loss on 
revaluation of $9 479 470. The following properties account for the 
majority of the loss: 

Geelong State Offices 
34-38 Lt. Malop Street 
Geelong (construction 
completed December 1978) 

Ballarat State Offices 
Cnr. Doverton & Mair 
Sts. Ballarat 
(construction completed 
October 1980) 

Coat 
$ 

.35 123 

J89 157 

Valuer-General'a 
Valuation 

$ 

5 200 000 

2 350 000 

Loaa on 
Revaluation 

$ 

5 935 123 

2 939 157 

16 424 280 7 550 000 8 874 280 
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5.22.13 In reaponse to an audit inquiry into the large diminution of these 
property values, which represents 54 per cent of the original cost, 
the Corporation's Acting Secretary atated that: 

t«;i-cy vaxuBib, wiij.v;ii tcpLcocuco _>•« ya. <.^i 

Corporation'a Acting Secretary atated that: 

"The Corporation constructed offices at Ballarat and Geelong at an all 
-up cost of $16 424 280. However, it sometimes happens that actual 
costs can be more than the price which a particular property might 
achieve on the open market because of particular danand and supply 
conditions in various segments of the property market. These buildings 
have been built for the long term efficiency in delivering public 
services for the people of Geelong and Ballarat." 

Building Project - Berxliqo Public Offices 

5.22.14 Durirg 1983-84 an amount of $329 494 relating to this project was 
written off and disclosed as abnormal expenditure in the inccme and 
expenditure statement, as the Corporation had decided that this 
project would not proceed. This amount related to ergineerirg, design, 
architectural arxl preliminary works expenses incurred on this project 
in prior years. 

Depreciation of Buildirxjs 

5.22.15 The annual financial statements of the Corporation included for the 
first time ctepreciation of non-current assets. Apprcpriate documentary 
evidence in support of the asseaament of the useful lives of buildings 
could not be produced for audit. 

5.22.16 Audit recommerxled that, in future, architects', engineers' or valuers' 
reports be obtained to support the assessment of the useful lives of 
buildings. 

Purchase of 166 Wellington Paracte, East Melbourne 

5.22.17 On 28 June 1984 the Corporation purchased the above prcperty fran the 
Crcwn at a total cost of $6 579 046. This property is currently beir^ 
occupied by the Department of Agriculture which also occupied the 
prcperty prior to the purchase by the Corporation. 

5.22.18 Section 7 of the Victorian Public Offices Corporation Act 1974 details 
the duties of the Corporation as follows: "... to provide such public 
offices as are frcm time to tirae required in and for the goverrment of 
Victoria." Section 9 of that Act gives power to the Corporation to 
purchase land and to canpulsorily accjuire land. 

5.22.19 Prior to the purchase frcm the Crown the Corporation had investments 
of ^proximately $8.3 million built up by annual borrowings and sales 
of property. 

5.22.20 To overcane doubt over the legality of this purchase, a legal opinion 
was obtained by the Corporation on 20 January 1984 which confirmed 
that the Corporation was empowered to proceed with the prcposal to 
purchase this property. 

5.22.21 In seeking the legal opinion the Corporation indicated that one of the 
main reasons for the purchase of this prcperty was to enable the 
transfer of moneys frcm the Corporation Trust Account (Public Offices 
Fund) into the Consolidated Fund. 
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5.22.22 In the interests of full disclosure, in audit cpinion an apprcpriate 
charge to the legislation to enable the movement of funds to take 
place would have been preferable to the action taken. 

Conclusion 

5.22.23 i^art from the above matters, the unresolved matter referred to in the 
Status Report ard a number of minor weaknesses in internal control 
which were brought to the attention of the Corporation, the results of 
the audit proved satisfactory. 
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5.23 VICTORIAN TOURISM COMMISSION 

Introduction 

5.23.1 The Victorian Tourism Commission was established by the Victorian 
Tourism Commission Act 1982. 

5.23.2 The objectives of the Commission are to: 

(1) market Victoria as a tourist destination for interstate and 
international travellers; 

(2) increase: 

the number of travellers in Victoria, 
the period durirg 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 ard ctevelop tourist facilities in Victoria; 

(5) support and co-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 Reportinq and Auditing Requiranents 

5.23.3 The Canmission is deemed to be an acjministrative unit by virtue of 
column one of the second schedule of the Public Service Amendment Act 
1984. In addition, the operations of the Commission are governed by 
the enabling legislation. 

5.23.4 Section 27 of the Victorian Tourism Ccmmission Act 1982 provides for 
an annual audit of the accounts of the Ccmmission by the Auditor-
General,The Act also requires the Canmission to furnish to the 
Minister, not later than 31 Decanber in each financial year, audited 
financial statements for the year ended 30 June, Copies of these 
statements are required to be laid before both Houses of Parliament, 

5.23.5 The financial atatements of the Ccmmission were received by audit on 
21 December 1984 and the audit report was signed on 9 January 1985. 

Financial Operations 

5.23.6 The financial operations of the Commission for 1983-84 are summarised 
as follows: 
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Income* 
Expenditure 

Surplus 

8 
8 

1983-84 

836 
758 

78 

$ 
633 
193 

440 

* Incluctes goverrment grants of $5 402 583. 

No cxmparative figures have been included for 1982-83 as the Victorian 
Tourism Canmission was only established on 10 May 1983. 

5.23.7 The accumulated deficit of the Ccmmission at 30 June 1984, after 
allowance for a credit of $339 732 which related to capital 
expenditure provided to the Ccmmission from the Works and Services 
Account, was $82 388 ($500 560 at 30 June 1983). 

Qualification of the Ccnmission's Financial Statanents 

5.23.8 It was necessary to record the following qualification on the 1983-84 
financial statements of the Canmission: 

"The accounts of Victour Properties Pty. Ltd. and Sessay Pty. Ltd., 
which are attached to the financial statements of the Victorian 
Tourism Canmission were not subject to my audit ard, consequently, I 
express no opinion on the financial statements of these canpanies". 

Scope of Audit 

5.23.9 The audit covered an examination of the income and experxliture and 
verification of the assets and liabilities of the Board at 30 June 
1984. The work of a firm of private practitioners was reviewed and 
accepted for the purposes of the audit. 

Audit Observations and Recoaaendations 

Subsidiary Conipanies 

5.23.10 During the year the Commission established 2 wholly owned subsidiary 
companies namely Sessay Pty. Ltd. and Victoxir Properties Pty. Ltd. 
The firm of private practitioners appointed as private auditors by the 
Ccmmission was also appointed as the auditor of Sessay Pty. Ltd. for 
the period to 30 June 1984, Victour Properties Pty, Ltd. did not 
appoint an auditor for the period to 30 June 1984. 

Conclusion 

5.23.11 Subject to the cjualification and a number of minor weaknesses brought 
to the notice of the Ccranission, the results of the audit proved 
satisfactory. 
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5.24 AUDIT OF OTHER STATUTORY BODIES 

Completed Audits 

5.24.1 The audits of the following statutory bodies are not reported 
separately as these audit examinations proved satisfactory, apart from 
some weaknesses in and departures frcm internal controls: 

Albert Park Committee of Management 
Albury/Wodonga (Victoria) Corporation 
Alpine Resorts Canmission 
Ballarat College of Advanced Education 
Batman Automotive College 
Berdigo College of Advanced Education 
Bendigo College of Technical arxl Further Education 
Chisholm College of Advanced Education 
Collirgwood College of Technical and Further Education 
Darxlenorg College of Technical and Further Education 
Dandenong Valley Authority 
Emerald Tourist Railway Board 
Film Victoria 
Footscray College of Advanced Education 
Footscray College of Technical and Further Education 
Frankston College of Technical and Further Education 
Gippsland College of Advanced Education 
Gordon College of Technical and Further Education 
Grain Elevators Board 
Hairdressers Registration Board 
Hawthorn College of Advanced Education 
Historic Buildings Council 
Holmesglen College of Technical and Further Education 
Institute of Catholic Education 
Legal Aid Canmission 
Library Council of Victoria 
Lincx)ln Institute of Health Sciences 
Local Authorities Superannuation Board 
Marine Board of Victoria 
Melbourne College of Advanced Education 
Melbourne College of Decoration 
Melbourne College of Hairdressing 
Melbourne College of Printing and Graphic Arts 
Melbourne College of Textiles 
Metropolitan Fire Brigades Board 
Metropolitan Fire Brigades Superannuation Board 
Moorabbin College of Technical and Further Education 
Newport College of Technical and Further Education 
Office of the Public Trustee 
Phillip College of Advanced Education 
Port of Geelong Authority Superannuation Fund 
Poultry Farmer Licensing Committee 
Poultry Farmer Licensing Review Ccmmittee 
Prahran College of Technical and Further Education 
Preston College of Technical and Further Education 
Richmond College of Technical and Further Education 
Royal Melbourne Institute of Technology (College of Advanced 
Education) 

Royal Melbourne Institute of Technology (College of Technical and 
Further Education) 
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School of Mines and Industries Ballarat Limited 
State Relief Committee 
State Parliament Refreshment Rooms 
Surveyors Board of Victoria 
Swinburne College of Advanced Education 
Swinburne College of Technical and Further Education 
Tobacco Quota Appeals Tribunal 
Victoria College of Advanced Education 
Victorian College of the Arts 
Victorian College of Pharmacy 
Victorian Dried Fruits Board 
Warmambool College of Advanced Education 
W&rrnambool College of Technical and Further Education 
Whitehorse College of Technical and Further Education 
William Angliss College of Technical and Further Education 
Yarra Bend Park Trust 
Zoological Board of Victoria 
Zcxslogical Board of Victoria Superannuation Fund 

5.24.2 

Incoaplete Audits 

At the date of this report, the following audits were not finalised 
due to: 

(1) financial statements not presented for audit; or 

(2) inccmplete financial statements presented ard subject to 
adjustment; or 

(3) audit in progress or not yet commenced, 

FINANCIAL STATEMENTS NOT PRESENTED 

Year Ended 

Bundoora Park Ccmmittee of Management 4 years to 
30 June 1984 

Council of the State Film Centre of Victoria 30 June 1984 

Mt. Macedon Memorial Cross Committee of 
Management 3 years to 

31 December 1984 

Olympic Park Management 

Onion Marketing Board (in liquidation) 

Shrine of Ranembrance Trustees 

30 June 1984 

30 June 1982 

30 June 1984 

INCOMPLETE FINANCIAL STATEMENTS SUBJECT TO ADJUSTMENT 

Box Hill College of Technical and Further 
Education 

Year Encted 

31 December 1981* 
31 December 1982 
31 December 1983 

* Period 1 October 1981 t o 31 Decanber 1981 
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Exhibition Truateea 

Mt. Baw Baw Alpine Reserve Ccmmittee of 
Management 

Mt. Hotham Alpine Reserve Ccmmittee of 
Management 

Plumbers arxl Gasf itters Board 

Swan Hill Pioneer Settlanent Authority 

Technical and Further Education Board 

Victorian College of Agriculture and 
Horticulture 

* Established on 8 March 1983 

Victorian Dried Fruits Board Superannuation 
Fund 

* Balance date charged to 31 Decanber 

Werribee Park Corporation 

AUDITS IN PROGRESS OR NOT YET COMMENCED 

Year Ended 

30 June 1984 

2 years to 
31 December 1983 

4 years to 
30 September 1984 

2 years to 
30 June 1984 

30 June 1984 

30 June 1984 

31 December 1983* 

30 Septanber 1983 
31 December 1984* 

30 June 1984 

Country Fire Authority 

Mt. Buller Alpine Reserve Committee of 
Management 

Shepparton College of Technical and Further 
Education 

Sunraysia College of Technical and Further 
Education 

Wangaratta College of Technical and Further 
Education 

Yallourn College of Technical and Further 
Education 

Year Ended 

30 June 1984 

2 years to 
31 December 1983 

31 December 1983 

31 December 1983 

2 years to 
31 December 1983 

31 December 1983 
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PART 6 

EMERALD HILL RESTORATION PROJECT 

6.1 INTRODUCTION 

6.1.1 In ity report to Parliament of October 1984 on Comprehensive Audits, 
coverir>g government stores operations and departmental cash 
management, I outlined the moves adopted by my Office in the conduct 
of comprehensive audits. 

6.1.2 Thia Part reporta the findirga of a comprehensive audit conducted on 
the EJnerald Hill Restoration Project, undertaken by the Ministry of 
Housirg ard its predecessor the Housing Ccmmission. 

6.1.3 The report identifies certain weaknesses in systans and procedures in 
the restoration project arxl provides audit comments on those 
weaknesses. These comments are intended to be constructive and to 
encourage improvements in systems and procedures, thus achieving 
greater value for money. As a general observation it can be said that 
the review of the Einerald Hill project indicates that there are 
lessons to be learned which will enable future projects of this nature 
to be better planned ard managed. 

6.1.4 I wish to acknowledge the positive way in which the Ministry of 
Housing has responded to the recanmendations contained in this report. 
In my view this indicates both the cx)nstructive nature of the audit 
reccmmendations and the extent to which government managers are 
increasingly accepting their accountability for the efficient and 
effective use of resources. 

6.2 REPORT ON THE REVIEW 

Background 

6.2.1 In January 1984, an audit review group was established to review the 
Emerald Hill Restoration Project currently under development by the 
Ministry of Housirg (the Ministry). 

6.2.2 The Elnerald Hill project is one of several initiatives canmenced by 
the Ministry's antecedent body, the Housing Canmission of Victoria, 
designed to preserve unicjue areas of inner Melbourne. All projects ard 
contracts entered into by this former body are the responsibility of 
the Ministry. 

6.2.3 The project, which canmenced in 1974 with major works due for 
completion in early 1985, involves the renovation and restoration of 
over 100 architecturally significant commercial shops ard cjwellings on 
2,16 hectares of land within the City of South Melbourne and their 
leasing by the Ministry to residential and ccxnmercial tenanta. 
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6.2.4 The site was purchased in 1974 for $3.5 million after the Ccnmonwealth 
Government agreed to provide a 30 year loan. Moneys were advanced on 
condition that the State enter into a formal agreement with the 
Commonwealth and that the interested bodies (Ministry, South Melbourne 
Council and Ccmmonwealth Government) co-ordinate the rehabilitation 
program. This was achieved through the establishment of a Liaison 
Ccmmittee (known formally as the Emerald Hill Liaison Ccmmittee). An 
agreement known as the Commonwealth/State Emerald Hill Agreement was 
entered into under the Land Canmission's Financial Assistance Act 
1973. 

6.2.5 The audit review utilised the comprehensive audit methodology and 
considered the adequacy of financial and management controls over the 
project's 10 year life to ensure value for money from total 
expenditure of over $8 million on re-development. 

Objectives of the Review 

6.2.6 The objective of the review was to ctetermine whether the purchase and 
restoration aspects of the project had been conducted in accordance 
with legislation, housing policy and sound management practice, 
thereby ensuring proper accountability of public funds and that raoneys 
were spent in an economic and efficient manner. 

6.2.7 It is acknowledged that historically valuable properties have been 
retained through this project. However, the focus of the audit review 
was on ascertaining whether the project was adequately planned arxl 
managed, thus ensuring that costs were not any higher than necessary. 

Scope and Conduct of the Review 

6.2.8 The scope of audit ervjuiry for the project enccmpassed: 

(1) Site Selection and Purchase: Investigations wsre undertaken to 
determine vî ether the purchase arxl ctevelopment was conducted in 
accordance with legislation, housing policy arxl/or Ministerial 
direction operative at the time. 

(2) Financial and Management Controls: Enquiries were made to 
determine vî iether the Ministry regularly reviewed: 

- the project's financial status; ard 

- the adequacy of management controls over renovation. 

6.2.9 The terms of reference for the study were supplied to the permanent 
head of the Ministry prior to commencement of the review. 

6.2.10 Following ccmpletion of the review a detailed draft report was made 
available to the Ministry prior to release of this document. Relevant 
canmenta frcm the Miniatry on audit observations have been 
incorporated in this report. 
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General Sumaary of Audit Observations 

6.2.11 The review generally cx)ncludes that the project was inadequately 
planned ard at times inadequately administered, with cxinsequent delays 
and cost over-runs which should have been avoided. Of particular 
concern are the $7.2 million interest costs to the Ministry which may 
have been reduced had the estate been managed in full accord with the 
objectives set out in the Agreement. 

6.2.12 The review also identifies a failure to eatablish realistic budgets 
ard lengthy delays in finalising the renovation strategy plan, which 
contributed to inadecjuate financial management of the project. 

6.2.13 However, it is recognised that not all these failings were of the 
Ministry's makirg. The short notice at which the Ministry was required 
to commence the project also contributed to the problems identified in 
the review. 

6.2.14 In selecting this project for review it was recognised that it was an 
unusual project for the Ministry to undertake. Previous restoration 
projects in Melbourne have been undertaken by goverrment bodies such 
as the Public Wbrks Department, but not by the Ministry. 

Detailed Audit Observations and Contents 

Project Planning and Site Purchase 

Observations 

(1^ No detailed financial feasibility study was undertaken 
prior to purchase, to determine whether the project would 
be financially viable, and if not, the possible size of 
the deficit which would be incurred, and no detailed 
physical survey of the buildings was made prior to 
purchase. 

(2) The prcperty was purchased for $3.5 million 
notwithstanding a valuation of $3.27 million ty the 
Valuer-General. 

6.2.15 A detailed feasibility study was not undertaken prior to purchase to 
establish the physical condition of the buildings and the cost of 
renovation. Thus, the Ministry did not establish in advance the likely 
financial implications of the project. The reason for the lack of a 
detailed study and proper financial planning prior to purchase appears 
to have been the haste with which the site was jxirchased, largely the 
result of pressure exerted on the Ministry by both the Ccmmonwealth 
Government and South Melbourne Council to proceed quickly with the 
project. 

6.2.16 Review of the preliminary studies stage disclosed that the Ministry 
and the Liaison Committee took 4 years (1974 to 1978) to arrive at a 
renovation strategy plan. In audit cpinion this period of tinve was 
excessive arxJ was a cx)ntributirg factor to the Commonwealth refusing 
to re-negotiate the agreement.The delay appears to be due to a lack of 
adequate experience in restoration works and same disagreements within 
the Elnerald Hill Liaison Ccamiittee (comprising representatives frcm 
all parties to the Agreement) which took time to resolve. 
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6.2.17 Had a ctetailed physical survey of the buildings been undertaken at the 
commencement of the project major problems encxHjntered later in the 
project, such as white ant infestation and risirg damp, which 
contributed to cost over-runs should have been identified at that 
stage. Although a number of studies, including physical inspections, 
were undertaken in the course of preparing the renovation strategy 
plan these did not identify these problans. 

6.2.18 Audit observed that this was the Ministry's first major restoration 
project following a long period of concentration on slum clearance 
rather than restoration. There are indications that adequate 
experience in restoration as opposed to clearing ard replacement 
projects was not available within the Ministry. Considering the size 
of the project, audit was of the cpinion that the Ministry should not 
have commenced such an ambitious project until all aspects had been 
evaluated. 

6.2.19 The Valuer-General was requested in January 1974 to undertake a 
detailed valuation of the prcperty. His report put the market value of 
the property at $3.27 million. Notwithstanding this, with the approval 
of the State and Ccnmonwealth Governments the prcperty was purchased 
for $3.5 million, the amount of a stated offer received by the owners 
9 months earlier. 

* Ministry Reply 

6.2.20 In response to the above observations the Ministry stated: 

(1) "The speed with which the estate was purchased did not allow 
time to prepare a feasibility study. It was purchased to save 
ard retain a unique precinct of late 19th Century Victorian 
architecture for the people of Victoria and the ctecision was 
taken at a political level." 

(2) "The estate was purchased for restcpration and rehabilitation, 
not for redevelcpment as was the basis for the Valuer-General's 
valuation". 

Financial Results 

Observations 

(1) The project does not presently generate sufficient income 
to meet operating expenses or recoup the capital cost of 
restoration works, arxl the resulting deficit is entirely a 
charge against other operations of the Ministry. In audit 
opinion any portion of costs attributable to the 
historical preservation aspect of the project should have 
been met by those organisations which are party to the 
Ccmmonwealth Agreanent and concerned with historic 
building preservation. 

6.2.21 There was an accumulated deficit of $2.08 million at 30 June 1984 and 
the project has never made a surplus. It is not likely that the 
project will become financially viable in the future given that the 
Ministry has little opportunity of realising any capital appreciation 
by sale of the properties. Major factors contributing to this are the 
capital cost over-run, interest on Ccmmonwealth loan moneys and the 
need to subsidise the rental of welfare tenants. 
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6.2.22 Tbtal capital expenditure on the project to 30 June 1984 was $8.7 
million. Ccmmonwealth advances for the project to 30 June 1984 
totalled $3.5 million ard Ministry funds advanced totalled $6.1 
million. Major experditure incnirred by the project to 30 June 1984 
included: 

Item Accumulated Totals 
at 30 June 1984 

Corment 

Interest on Commonwealth Loan 3.6 million 

Interest on Ministry Funds 978 330 

Rebates to Welfare Tenants 250 440 

Accumulated Deficit 2.08 million 

An estimated $7.2 million 
will be paid over full term 

$63 142 recorded in 1983-84 
(rose by 16 per cent over 
previous year) 

Loss of $207 174 recorded in 
1983-84. 

6.2.23 The rate of return on the Ministry's overall rental operations was 
compared with that of the Emerald Hill project. The analysis showed 
that whilst overall rental operations run at a loss, due to the large 
welfare tenant component, this project incurred a negative rate of 
return approximately 3 times greater than for other estates. 

6.2.24 The major source of inccme is from the lease of commercial properties. 
A total of $699 266 was received in gross rents durirg the 1983-84 
financial year. Approximately 70 per cent of this was from the 96 
commercial properties. 

6.2.25 Major costs of rehabilitation have been borne solely by the Ministry. 
Although the Ministry made representations to the South Melbourne 
Council, the National Trust, the Australian Heritage Canmission and 
other bodies for financial assistance, no moneys were provided to the 
Ministry. 

6.2.26 If the project was expected to be financially less viable than other 
Ministry housing projects because of the preservation aspect, it is 
questionable that it ahould be fully borne by the Ministry. 

6.2.27 In audit opinion, any portion of costs attributable to the historical 
preservation aspect of the project should have been met by those 
organisations which are party to the Commonwealth Agreement or 
concerned with historic building preservation, 

* Ministry Reply 

6.2.28 Rent received from public housing tenants within the estate is based 
upon ability to pay rather than the cost of acquisition or renovation, 
a feature of welfare housirg. Thus the Ministry felt it was not 
appropriate that welfare tenants' rentals be structured to meet the 
cost of rerxwations. 

113 



6.2.29 With regard to comments concerning the project's financial viability 
the Ministry stated: 

(1) "This is a historical preservation project and the Ministry is 
charged with completing it in an efficient ard responsible 
manner". 

(2) "It is difficult to compare a basically historical project with 
welfare housirtg ard it is inappropriate to cxxnpare projects that 
have different objectives". 

(3) "The value of the project today represents a substantial asset 
to the Goverrment. The Estate is now valued between $13 raillion 
ard $15 million by the Ministry's Property Manager". 

(4) "Each of the other organisations (South Melbourne Council) which 
was party to this agreement were asked to contribute financially 
to the rehabilitation of this estate. However, all cteclined". 

(5) "'This project inc:urred a negative rate of return approximately 
3 times greater than for other estates.' 

This is to be expected and a similar situation would occxir with 
any project which canmenced at this tirae. It is recognised that 
our large number of olcter dwellings v*iich irxiividually create an 
operatirg surplus tend to offset the operating cteficit primarily 
caused by the higher capital costs of more recently acquired 
stock". 

* Further Audit Ccanment 

6.2.30 In considering the capital ^preciation of the project assets referred 
to in (3) above, allowance must be made for the amount of capital 
expenditure incurred, the general increase in prcperty values in South 
Melbourne over the 11 years of the project, and the stated objective 
of the project which is restoration not property development for 
future disposition. 

Budgetary Procedures 

Observations 

(1) The actual capital costs of restorirg properties 
substantially exceeded the original estimates due to the 
lack of realistic assessment of required experditure at 
that time ard subsequent ctecisions to unctertake enhanced 
standards of renovation. 

(2) There had been no review of the project's financial 
viability since August 1980 when major works commenced, 
and this review was not adequate to determine the likely 
financial result and led to the adoption of invalid budget 
estimates. 

(3) The Ministry contravened the loan agreement with the 
Ccmmonwealth Government by failing to regularly submit 
financial statements for audit by my Office. 
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6.2.31 The actual capital cost of restorirg properties substantially exceeded 
the estimate prepared by the consultant. As mentioned earlier, a 
realistic asaeasment of their physical condition and estimate of 
experditure needed to bring the properties to a habitable standard had 
not been prepared at the time of that estimate. The actual cost of 
works in the period 1981 to 1983 amounted to over $3.3 raillion 
compared with the original estimate of $2.2 raillion based on the 
figures calculated by the cx)nsultant. This was largely due to enhanced 
standards of renovation subsequently decided on. 

6.2.32 Examples of instances where the actual cost of renovation exceeded the 
original estimates because of charges in renovation strategy are as 
follows: 

Estimate Actual 

8 Perrins 
253 Dorcas 

Street 
; Street 

c 
18 
10 

100 
000 

28 
35 

$ 
370 
000 

6.3.33 Although budget figures for individual properties were revised to take 
account of charges in the renovation strategy, no reassessnent was 
made of the overall financial result of the project. The project's 
financial viability was evaluated in several studies between 1975 arxl 
1980. The last evaluation prior to the audit review s<ras unctertaken for 
the Ministry by a consultant using the discounted cash flow method and 
was completed in August 1980. However, this review consisted of the 
consultant calculatirg the maximum costs that could be incurred if the 
project were to break even. These estimated costs were then adopted as 
budget figures without any consideration of their validity. Thus the 
review was not an assessment of the likely financial results. 

6.2.34 Budget review procedures within the Ministry do not provide for 
regular review of individual sub-components of a program (Emerald Hill 
is part of the Ministry's overall rehabilitation budget) to be carried 
out by senior management outside the Develcpment ard Prcperty 
Division, which is responsible for all housirg rehabilitation and 
construction in the Ministry. 

6.2.35 Clause 5.5 of the Ehierald Hill Agreement requires the Ministry to 
prepare detailed financial statements and a Ccmmonwealth certificate 
in respect of income and experxSiture for independent c:ert if ication by 
the Auditor-General. At the time of ccmpletion of the audit review 
financial statanents had not been received for the financial years 
1981-82 and 1982-83. Thus an audit opinion had not been given as to 
whether moneys had been expended in accordance with the corditions of 
the loan. (These financial statements were subsequently received in 
this Office on 11 January 1985). 

* Ministry Reply 

6.2.36 The Ministry agrees that the original renovation budget was 
unrealistic. Very strict financial controls are now enforced and there 
are detailed procedures governing the letting of contracts for 
rerxDvation works. 

6.2.37 "Included in the examples of instances where the actual cost of 
renovation exceeded the original estimates is the property at 253 
Dorcas Street. 
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Our last comments pointed out that the original estimate of $10 000 
was for minor maintenance to the inside of the unit only. The final 
cost of $35 490 was for complete renovation of the cJwelling and the 
facade restoration of all 8 dwellings in the row. 

If this explanation is accepted then this property should not be 
quoted as an example of cost over run." 

6.2.38 "A financial evaluation was in fact carried out immediately after 
receiving a cxipy of your exposure draft last year. The evaluation was 
completed on 6 July 1984 and the conclusion was that the annual 
operatirg deficit should cease in June, 1985 and from then onward 
there should be an operatirg surplus. This prediction must however be 
reviewed with the introduction of cost rents and a further evaluation 
is now necessary". 

Managerial Control 

Observations 

(1) Inadequate managerial control over renovation works at 
times during the project's 10 year history has resulted in 
the need to repeat scxne renovations. Repetitive or 
secondary maintenance was estimated by audit to be in 
excess of $240 000. 

(2) Significant ctelays in ccmmencing and completing the works 
resulted in the Ccmmonwealth Government refusing to re­
negotiate the financial arrangements which resulted in 
additional cost to the State. 

(3) Estate management practices were inadequate as no major 
review of rents or the managing agents' performance was 
undertaken until 5 years after acquisition. 

(4) The level of delegation of authority entrusted to senior 
officers for the approval of projects appears to be 
excessive. 

(A) Secondary Maintenance 

6.2.39 Various documents examined by audit identified the nature of works 
required and alerted management as to the reasons for secondary 
maintenance, e.g. 

(1) "Apart from excessive charges, other disquietirg aspects relate 
to renovation contract works which are arranged by consultant 
firms. It appears that there are serious omissions frcm 
specifications and apparently work is not adequately supervised, 
if at all." 

(2) "Maintenance works on many occ:asions have been found to be far 
from satisfactory and over priced." 

6.2.40 In audit opinion, the need to repeat primary works is a reflection of 
pc»r managanent control and supervision. 
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6.2.41 Audit enquiries indicated that secondary maintenance in the building 
industry should not occur where initial works had been adequately 
docnjmented and supervised. 

* Ministry Reply 

6.2.42 With respect to secondary maintenance the Ministry stated that: 

"Secondary maintenance on this estate is the result of unrealistic 
budgets beirg set in the first place. With the policy change after 
June 1981, secondary maintenance will virtually cease. However, it 
must be understood that there will always be a larger maintenance 
factor involved in rehabilitated buildings than new buildings and a 
maintenance programme in Emerald Hill will need to continue". 

(B) Failure to Re-negotiate Financial Arrangements 

6.2.43 The Cannonwealth ;^reement under which the Commonwealth Goverrment 
advanced noneys for the project provided for a later review of the 
financial arrangements to enable Victoria to be able to meet its 
financial obligations for the project from the revenue of the estate 
(i.e. to break even) subject to the estate beirg managed in 
accordance with the objectives referred to in the Agreanent. Delays by 
the Ministry in compiling and implanentirg the approved program 
resulted in the Ccmmonwealth refusing to re-negotiate the Agreement on 
the grounds that "the Estate had not been managed in full accord with 
the objectives set out in the agreement..." 

6.2.44 Total repayment of principal and interest over the 30 year loan will 
amount to $10.7 million of which $7.2 million represents interest. Had 
Victoria exercised its option to re-negotiate the terms of financial 
assistance within the 5 years review period, these costs may have been 
reduced. Of the $7.2 million interest component, approximately $5.2 
million will be incurred subsequent to 30 June 1984. 

* Ministry Reply 

6.2.45 In response, the Ministry indicated that considerable effort has been 
made to re-negotiate more favourable terms without success: 

"...The Commonwealth should be again asked to consider the re­
negotiation of the agreement and that representation be at 
Minister/Director level." 

(C) Eatate Management Practices 

6.2.46 A review of estate management practices disclosed: 

(1) Private real estate agents were appointed by the Ministry on 8 
April 1974 to manage all residential and commercial prcperties. 
Although initially appointed for a period of 6 months they 
continued to manage the estate until December 1980 when the 
Housirg Services Division assumed responsibility for residential 
tenancies. 
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No ctetailed written directions were given to the estate agents 
at the time of their appointment, covering matters such as lease 
and rental arrangements, rent collection and tenant 
responsibility for maintenance. A delay of 6 years occurred 
before such guidelines were issued. 

(2) In the period 1974 to 1979 there were no major rent reviews. 
Followirg a consultant's report on this and other matters, 
rentals were increased to reflect market rates. The report also 
stated that: 

"Inconsistencies in rentals applying to commercial prcperties 
and letting at rentals below that necessary for renovation 
expenditure have been characteristic problans ... largely as a 
consecjuence of insufficient communication between project staff 
and the managirg agents". 

* Ministry Reply 

6.2.47 The Ministry stated: 

"This occurred prior to 1980 and since then both items have been 
attended to". 

(D) Delegation of Authority 

6.2.48 Pursuant to Section 35 of the Housing Act the Director of Housing can 
delegate scxne of his powers to subordinate staff under a formal 
instrument of ctelegation. The General Manager, Group and Branch 
Managers of the Development and Prcperty Division can approve tenders 
arxl construction projects to a certain amount, e.g. the General 
Manager has authority to approve terxlers and enter into contracts to 
the value of $2 000 000. Group Managers are limited to $500 000. A 
comparison of these ctelegations with other government ctepartments 
suggests that the level of delegation 
within the Ministry may be excessive, e.g. the Director-
General of the Public Works Department can approve of amounts only up 
to $250 000. 

6.2.49 In view of the apparent disparity in delegations of authority between 
government agencies, audit considered review of the Ministry's 
delegation levels appeared warranted. 

* Ministry Reply 

6.2.50 The Ministry, in response stated: 

"...the ctelegations to the Development and Property Division 
management were not the cause of budget over-runs etc. Many examples 
given were years before there was a Development and Prcperty Division 
(May 1981) when ctelegations were not given. The coat over-runs 
reflected the actual cost of the works - the budget based on a 
theoretical rate of return were inadequate as experienc:e showed". 
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General 

Other Ministry Carments 

6.2.51 The written reply to the draft audit report included the followirg 
general observations: 

(1) "The criticisms in your report relate basically to the period 
prior to 1980. The Ministry of Housirg has certainly correctaj 
the problems which emerged frcm the initial years of this 
project". 

(2) "The Elnerald Hill Project was an historical/preservation 
project, hence it is unfair to criticise the Ministry for not 
freguently assessing the financial viability of it". 
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