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Second Report of the Auditor-General for the year 1984-85

Annual Reporting Act 1983

Previous reference to the operations of the Act

At that time I found it necessary to express my disappointment at the
poor response by a number of administrative units which had failed to
present their annual reports to the Minister for tabling in Parliament
by the required date of 30 September. I did, however, acknowledge that
administrative units and public bodies have been placed in same
difficulty in the preparation of their annual reports as a result of
the late finalisation of the Regulations and the resources required
for the development of program budgeting.

Format of financial statements

audit is of the opinion that information which is to be included in
financial statements must be meaningful, concise and readily
understood. Audit found that the infommation currently reported by
adninistrative units was generally far too complex and detailed. The
financial statements of certain administrative units exceeded 50

pages.

Lack of comitment by administrative units to the Regulations

The attitude formed by some departmental officers was that there was
no need to be overly concerned about the accuracy of the material
submitted for audit, as the auditor could be expected to detect any
onissions, or failure to camply with Regulations, and would indicate
the changes required,

Government Stores Operations

(1) Gas and Fuel Corporation

(i) Levels of slow moving stock

The audit report cammented on the inadequacy of the Corporation's
procedures for the identification and review of slow moving stock
itenms,

In the report it was noted that at 30 November 1983, of the
Corporation's total stocks of $20.4 million, some $4.55 million (22.3
per cent) related to stock items where existing holdings exceeded
usage over the previous 12 months, During the 1984-85 audit it was
observed that at 20 September 1985, $6.29 million (25.5 per cent) of
total Corporation holdings of $24.6 million were identified in this
category.
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VICTORIA

Office of the Auditor-General,
MELBOURNE. VIC.

March 1986,

Sir,

Pursuant to the provisions of the Audit Act 1958, I
transmit herewith my Second Report in respect of the 1984-85
financial year covering the audits of certain departments and
public bodies declared in accordance with the Annual Reporting
Act 1983, and the audits of a number of other statutory bodies,
not declared under the Act, which I am reguired by law to audit.

This report is supplementary to my report of 25 September
1985 in relation to the Treasurer's Statement for the year ended
30 June 1985,

Yours faithfully,

A—Mt"w

Auditor-General

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

(iii)
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PART 1

1.1

1.1.1

1.1.2

1.1.3

1.1.4

1.1.5

1.1.6

BACKGROUND INFORMATION

FORMAT OF REPORTS TO PARLIAMENT

I have now presented to Parliament 2 reports in respect of 1984-85, as
indicated below.

The First Report, tabled on 25 September 1985, accampanied the
Treasurer's Statement for the year ended 30 June 1985 and contained my
report on that Statement, as required by section 47 of the Audit Act
1958.

This Second Report, which completes my report in respect of 1984-85,
contains audit observations and recammendations arising out of the
audit of departments, and public bodies, It also contains camments on
certain matters of special interest concerning the financial
operations of State Govermment organizations.

This report contains the status of all 1984-85 audits at 3 February
1986 and arranges entities in accordance with Ministerial
responsibility.

The framework of each Ministerial sector in the report has the
following basic structure:

. it sets out all entities subject to my audit, currently camposing
the Ministerial portfolio;

. it identifies Ministerial portfolio organisational changes that
occurred during the year except for machinery of Government changes
which have already been reported in my First Report for 1984-85;

. it provides a table titled "Progress of Audit/s" showing the status
of all audits as at 3 February 1986. This table highlights the
current audit status, Parliamentary legislative reporting
deadlines, and various important dates concerning the financial
statements. Completed audits in this table, which have no further
reference or camment, are audits where no matters of a material
nature were identified,

. it includes observations and recammendations that in audit opinion
warrant reporting to Parliament. All entities have been provided
with the opportunity to respond to issues raised by audit, and,
where appropriate, their camments have been summarised and included
in the report; and

. it contains an updated status report of issues raised by audit in
previous years.

Information required to be disclosed by entities in their annual
reports to Parliament under the Annual Reporting Act 1983, or under
other legislative requirements, is not generally included in my
report.,




1.1.7

1.1.8

1.2
1l.2.1

1.2.2

1.2.3

It will be noted that many of the matters referred to in this report
represent management shortcamings and irregularities. In essence,
audit reports to Parliament are reports by exception and, as such, do
not purport to be balanced accounts of the operations of Government
departments and statutory bodies. This is why the report may seem to
emphasise shortcamings without giving credit for situations where no
significant irregularities were observed. Nevertheless, audit
endeavours to make constructive recammendations to entities to
overcame such shortcamings. In this respect I wish to acknowledge the
positive way in which most entities have responded to audit
recaamendations.

In addition to the two reports for 1984-85, a separate report on the
operations and audited financial statements of the Office of the
Auditor-General was transmitted to the Premier for presentation to
Parliament on 12 September 1985, in accordance with the Annual
Reporting Act 1983,

ACKNOWLEDGEMENTS

I wish to acknowledge the contribution made by all members of my
Office during the reporting cycle and the assistance of the Govermment
Printer in the timely printing of my reports. The contributions made
by private sector accounting firmms employed as agents for certain
audits are also acknowledged.

An auditor's responsibilities can be discharged more effectively and
econamically with the co-operation of those officers whose entities
are subject to my audit. I wish to record appreciation for the co-
operation and assistance that management and staff of departments and
statutory bodies have extended to staff of this Office and my
appointed agents during the conduct of their work in 1984-85.

I also wish to express my gratitude for the professionalism,
dedication and 1loyalty displayed by 5 officers who recently retired
after many years of dedicated service. Miss U.F. de Burgh, Messrs
J.H.E. Campbell, R.H. Evans, J.A. Wermouth and J.G. Whelan have served
the State of Victoria and the Audit Office well and their expertise
will be greatly missed.



PART 2

2.1.1

2.1.2

2.1.3

2.1.4

2.1.5

2.1.6

2.1.7

2.1.8

MATTERS OF SPECIAL INTEREST

ANNUAL REPORTING ACT 1983

Introduction

In my Second Report to Parliament for the year ended 30 June 1983 I
referred with approval to the passing of the Annual Reporting Act
1983, which I regarded as a most significant step in improving the
accountability of Govermment departments and authorities to
Parliament.

Under the Act:-

{1) the responsible Minister for each designated administrative unit
is required to table in each House of Parliament a report of
operations and audited financial statements before 30 September in
each year or, if that House is not sitting, within 14 sitting days
after the next meeting of that House.

(2) each designated public body is required to submit to its
responsible Minister a report of operations and audited financial
statements, within 3 months of the end of each financial year, for
tabling 1in each House of Parliament by the Minister within 14 sitting
days. If that House is not then sitting, the report is to be tabled by
the Minister within 14 sitting days after the next meeting of that
House.,

In both cases there is provision for the Treasurer to grant extensions
of time. Where the Minister or the public body is unable to camply
with the specific or extended deadlines, this fact and the reasons for
it are also required to be reported to Parliament by the responsible
Minister.

The form and content of the report on operations and the financial
statements are prescribed by way of Regulations under the authority of
the Act.

The Annual Reporting (Departments) Regulations 1984 were proclaimed on
4 September 1984 and the Annual Reporting (Large Trading and Rating
Public Bodies) Regulations 1984 on 11 September 1984,

These Regulations were amended in 1985 by the Annual Reporting
(Administrative Units) Regulations 1985 and the Annual Reporting
(Large Trading and Rating Public Bodies) Regulations 1985, both of
which were pranulgated on 10 September 1985,

Previous reference to the operations of the Act

In my Second and Fourth Reports to Parliament for the year ended
30 June 1984 I cammented on the operation of the Act during its first
year of operation.

At that time I found it necessary to express my disappointment at the
poor response by a number of administrative units which had failed to
present their annual reports to the Minister for tabling in Parliament
by the required date of 30 Septawber. I did, however, acknowledge that
adminstrative units and public bodies have been placed in some

3



2.1.9

2.1.10

2.1.11

2.1.12

the late finalisation of the Regulations and the resources required
for the development of program budgeting.

Current Review

Audit conducted a further review during 1984-85. A major observation
was the marked improvement shown by most administrative units and
public bodies in meeting the reporting deadlines specified in the
Act.

By way of comparison, in 1983-84 the Treasurer granted 22 extc_ensions
of time as against 11 granted in the year under review. Details are
shown in the following table:

1983-84 1984-85

Extensions Extensions
Entities Granted to Granted to
Ministry for the Arts 15.11.84 -
Department of Cawmnity Services 31.10.84 -
Department of Conservation Forests and Lands 30.11.84 30.11.85
Ministry of Consumer Affairs 30.11.84 *31.10.85
Office of Corrections 31.10.84 -
Ministry of Education 30.11.84

Ministry of Employment and Industrial Affairs 31.10.84 31.10.85
Department of Industry, Technology and

Resources 31.10.84 30.10.85
Law Department 30.11.84 14.10.85
Local Government Department 31.10.84 *14,10.85
Department of Management and Budget 31.10.84 21.10.85
Ministry for Planning and Enviromment 31.01.85 10.10.85
Ministry for Police and Emergency Services 31.12.84 -
Department of Premier and Cabinet 31.10.84 -
Department of Property and Services 31.10.84 -
Office of the Public Service Board 31.10.84 -
Public Works Department 31.10.84 -
Department of Sport and Recreation - *14,10,85
Ministry of Transport 30.11.84 *14.10,85
Department of Water Resources - *30.11.85
Grain Elevators Board 31.11.84 -
Metropolitan Transit Authority 31.12.84 -
Port of Melbourne Authority 31.12.84 -
State Transport Authority 31.12.84 -

* Denotes applications in 1984-85 for extensions that were sought on
grounds other than the need to prepare financial statements.

In the course of the 1984-85 review it became evident that a number of
problems continued to be experienced by administrative units in the
interpretation and application of the 1984 Regulations as amended in
1985, Audit has provided the Department of Management and Budget (IMB)
with a number of observations and recammendations. These are
sunmarised hereunder,

Format of financial statements

Audit is of the opinion that infomation which is to be included in
financial statements must be meaningful, concise and readily
understood. Audit found that the infommation currently reported by

4



2.1.13

2.1.14

2.1.15

2.1.16

financial statements of certain administrative units exceeded 50
pages.

Audit has made a number of recammendations with a view to
rationalising the presentation of financial statements by
administrative units and making the statements more meaningful to
Parliament and the public,

Duplications and omissions

The State's financial records should be arranged in such a manner that
the information reported in the financial statements of all
administrative units collectively camprises the information contained
in the Treasurer's Statement.

Audit noted that this was not the case in 1984-85 and, as a result,
there was evidence of duplication and amission in the financial
statements of adminstrative units. Examples are:

(1) Ministry of Transport

Under Regulation 19(b) of the Regulations, an adminstrative unit is
required to include in its financial statements all moneys for which
the unit has policy responsibility and which were collected and paid
into the Consolidated Fund during the financial year.

During 1984-85, an amount of $19 million was received by DMB fram the
Conmmmonwealth Govermment for major transport improvements. However,
DMB failed to notify the Ministry of this receipt and, consequently,
the amount was not reported in the Ministry's financial statements but
included in DMB statements.

(2) Victorian Natural Disasters Relief Account

Full details of the receipts into the payments from this account, $5.4
million and $9.1 million respectively, have been disclosed in the
financial statements of DMB. However, as $3.6 million of the above
mentioned payments were made by the Local Government Department, that
Department has also shown this amount in its financial statements.

(3) Expenditure from the State Development Program

Payments under this program for 1984-85 totalled $146.4 million.
DMB's financial statements record the total payments under the
program, with the administrative units reporting only the repayments
of debt and interest there-on and any camitments at 30 June.

Audit was of the opinion that payments under this program should be
transferred to the appropriate administrative units and reflected in
their financial statements.

Lack of camitment by administrative units to the Regulations

It would appear that many administrative units attached a low priority
to the preparation of financial statements. It was a rare occurrence
to find full-time responsibility assigned to the financial reporting
function, and audit observed that a mumber of adminstrative units were
generally not conversant with the Regulations.



2.1.18

2.1.19

2.1.20

2.1.21

no need to be overly concerned about the accuracy of the material
submitted for audit, as the auditor could be expected to detect any
omissions, or failure to camply with Regulations, and would indicate

the changes required.

There is the need for a strong direction fram the Treasurer on t_-.he
standard of performance expected of administrative units in preparing
financial statements. Administrative units should be encouraged to
assign the responsibility for preparing financial statements to a
senior officer.

Currency of Regulations

In a number of instances audit found that adminstrative units were
unaware of the latest changes governing the preparation of the
financial statements. In some cases, financial statements submitted to
audit had been prepared solely on the basis of the 1984 Regulations.

This problem was campounded by the fact that changes were made to the
Regulations up to the first week of September 1985, at which time a
number of administrative units had already finalised the preparation
of their financial statements. On the other hand audit noted that
draft material was circulated by DMB to administrative units alerting
the units to the proposed changes.

It would be desirable for future changes to the Regulations to be kept
to a minimum, consistent with the need to rationalise the presentation
of financial statements, and that any amendments to the Regulations be
finalised by DMB by the end of May. It would be appropriate also for
DMB to continue its recent practice of issuing instructions/guidelines
to adminstrative units to assist them in the preparation of financial
statements.



2,2.1

2.2.2

2.2.3

2.2.4

2.2.5

GOVERNMENT STORES OPERATIONS

Background

In October 1984, I presented a report to Parliament cammenting on the
financial operations and management of Government stores. This report
arose fram an audit of 7 organisations. These were:

. Gas and Fuel Corporation

Governmment Printing Office

Ministry of Education (fommerly Education Department)
Office of the Chief Commissioner of Police

Public Works Department

State Electricity Commission

. State Transport Authority

The report contained a wvariety of audit observations and
recommendations relating to each organisation. The general summary of
findings concluded overall that:

"The review identified a need for significant upgrading in stores
management procedures in the Victorian public sector. In general,
organisations have failed to pay sufficient attention to
monitoring and reviewing their stores operations and have not
applied modern resource management techaiques."

Subsequent developments

As 1 have indicated in previous reports, the response to audit
caments and the action taken regarding opportunities for improvement
identified in audit reports are, of course, a matter for the
organisations under review.

The audit process does, however, necessarily involve the monitoring by
audit of auditee responses to cameents and recammendations made in
these reports. Where necessary, further audit camments may be provided
and/or review of action taken in response to audit reports.

The 1984 stores review incorporated a number of recammendations in
which management action was deemed necessary to assist in the
improvement of an organisation's stores operations. Action taken by
management at the 7 organisations at the date of preparation of this
report is outlined below. The camments are related to the major
observations and recammendations noted for each organisation in the
report.

(1) Gas and Fuel Corporation

(i) Levels of slow moving stock

The audit report cammented on the inadequacy of the Corporation's
procedures for the identification and review of slow moving stock
items.

In the report it was noted that at 30 November 1983, of the
Corporation's total stocks of $20.4 million, some $4.55 million (22.3
per cent) related to stock items where existing holdings exceeded
usage over the previous 12 months., During the 1984-85 audit it was



total Corporation holdings of $24.6 million were identified in this
category.

The Corporation considers that of the $6.29 million of stock
identified above, only $1.23 million of technical stock and $1.31
million of appliance stock represent potential obsolete or excess
holdings. Further, the Corporation did not consider the emergency
material of $2.22 million, spare parts for manufacturers' appliances
no longer in production of $1.31 million, and appliance display stock
of $0.23 million as obsolete or excess holdings.

(ii) Appliance inventory holdings

In the report Audit recammended that the Corporation consider the
rationalisation of the range of appliance models held in stock and the
level of showroam display stock maintained at Corporation branches and
agencies,

In reply the Corporation stated that it was the largest retailer of
gas appliances and provided the only comprehensive display of
appliances to the public. The Corporation's position generally remains
unaltered although rationalisation of holdings has occurred.

In addition the Corporation has initiated a policy whereby an
appliance will not remain on display for a period longer than 2 years
and that display stock holdings are to be reviewed on an annual
basis.

(iii) Appliance spare parts

The report cammented upon the need for the Corporation to stock a wide
range of appliance manufacturers' spare parts and accessories. The
stocking of these parts was regarded by audit as the manufacturers'
responsibility.

Since the report the Corporation has reaffirmed its policy to stock
these spare parts in order to ensure a supply of them to gas consumers
and to support its service division and sub-contractors. A review has
been carried out as a consequence of which the level of holdings was
rationalised.

Further, the Corporation has instituted a policy whereby all items of
stock with an average holding of 12 months or more are reviewed on an
annual basis with a view to establishing obsolescence.

2. Government Printing Office

(i) Stock recording and control procedures

The report identified weaknesses in stock recording and control
procedures that resulted in unreliable and inaccurate information
being used in the re-ordering process.

Since the date of the audit report, the Office's procedures have been
revised where necessary. The low level of stock checking discrepancies
in 1984-85 indicates that stores records are being updated
satisfactorily and reviewed regularly.



The report identified a number of inventory items, particularly in
relation to publications, where individual holdings represented many
years of current :sage.

The Govermment Printer has generally reviewed his stock levels and in
a number of instances reduced them significantly. This has been
evidenced by a $409 000 abnormal write-off of stock in the Office's
1984-85 financial statements.

(3) Ministry of Education

(i) Use by Govermment schools of the Ministry's central store

The report recammended that consideration should be given to
encouraging school councils to apply education allowances towards the
purchase of stock items fram the Ministry's central store. It was
estimated that savings of up to $10 million to school councils were
foregone in 1983-84 through schools purchasing fron outside
suppliers.

The Ministry has recently issued a circular to school councils
pointing out the cost advantages to be gained through using the
Ministry's central store. In this circular, the Ministry estimates
that between $16 million and $18 million is available to schools for
spending on stationery, requisites and small items of classroam
equipment and that, of this amount, only approximately $2 million is
spent at the Ministry's central store. The Ministry also estimates
that a minimum of 50 per cent price advantage would be available to
schools purchasing through its supply section. On this basis, annual
savings of up to $8 million are being foregone by schools purchasing
fram outside suppliers.

(ii) Slow moving/obsolete items

The audit report recawmended that the Ministry should give
consideration to development of improved EDP reporting procedures to
assist the identification of slow moving/obsolete stock items. In
response to this recammendation, the Ministry has developed EDP
reports which highlight potential excess stock levels. In addition,
the Ministry has established procedures which provide for more
effective disposal of items deemed to be obsolete.

4, Office of the Chief Camissioner of Police

(i) Surplus and obsolete inventory

Audit noted that there were significant levels of potentially surplus
and obsolete inventory held in store.

Since the audit over $100 000 of surplus stock has been written off.
Currently another $180 000 of surplus stock has been identified and is
in the process of being disposed. Additional camputer reports have
also been developed to assist in identifying obsolete inventory, and a
supply manager has been appointed to further assist in this role.



Audit noted that there was substantial duplication of purchasing
activities in the Office of the Chief Caumissioner and recammended
their rationalisation. At the date of preparation of _th%s report, sa:\e
preliminary work has been campleted towards centralising the store's

purchasing function.

5. Public Works Department

(i) EDP stores system

The Department has yet to introduce a stores EDP systam as recammended
in the report. It is proposed that the Department commence development
of such a system in 1985-86.

(ii) Port Melbourne storage facilities

The report recammended that high priority be given to upgrading
storage facilities at the Department's Port Melbourne central store,
including a rationalisation of the number of storehouses required. Due
to funding constraints, no work has been undertaken by the Department
in upgrading these facilities.

6. State Electricity Commission

(i) Upgrade of the computer system

Audit referred to the inadequacy of the Comnission's current stores
canputer application system and the resultant adverse impact on the
level of stock holdings. Audit recammended that the system be upgraded
as soon as possible.

Following the audit review, a feasibility study undertaken by the
Commission confimmed the need for an upgrade of the stores camputer
system and recammended the introduction of a new on-line camputer
system termmed Materials' Management Information System (MMIS). The
selection of a software supplier and the development of initial
specifications has been campleted.

At the date of preparation of this report, the Cammission has decided
that it cannot currently proceed with MMIS until a dispute with a
number of trade unions 1is resolved. The dispute relates to union
claims for wage increases for officers required to use screen based
equipment under the proposed MMIS application.,

(ii) Re-order procedures

The audit report identified a need for stricter adherence to standard
SEC re-ordering procedures and recammended a review of current general
purpose stock holdings to reduce the current investment in stocks.

The Commission has since reviewed its re-order procedures as
recamended by audit. A special review of slow moving stock was
initiated in January 1985 which resulted in $230 000 of surplus or
obsolete holdings being earmarked for disposal. A further $1 million
of holdings has been identified for further review.

10



The major recawrendations in the report related to the need for the
Authority to review stores accounting systems and procedures that were
adversely affecting the level of stock holdings.

Since the audit the Authority has advised that:

. it has reviewed its policy for the write down and write off of slow
moving and obsolete stock items. The new policy has been designed to
enforce effective user reviews of these items; and

. it is progressing towards the development of a camputerised stores
management information system currently scheduled for implementation
by the end of 1986.

11



2.3

2.3.1

2.3.2

2.3.3

2.3.4

FAILURE TO OBTAIN TENDER BOARD APPROVAL

In my reports to Parliament for the 1982-83 and 1983-84 financial
years, I have referred to the failure of departments to obtaln
required Tender Board approval for the purchase of goods.and services.
Department of Management and Budget Regulations require that, with
certain exemptions, Tender Board approval be obtained for the purchase
of all goods and services costing more than $3 000.

I expressed the view in my previous reports that action should be
taken to ensure that the Regulations are observed or, where they are

considered inappropriate, steps be taken to revise them.
Recent developments in this area are as follows:

. effective fram 29 November 1984, the minimum purchase amount
requiring Tender Board approval was raised fram $2 000 to $3 000;

. the number of exemptions granted to departments whereby Board
approval was not required was expanded; and

. the practice of granting approval for payments made without
initial Tender Board sanction was discontinued by the Board during
1984-85 as there was no legal power for the Board to grant such
approvals.

buring 1984-85 numerocus cases were again noted by audit of departments
failing to obtain Tender Board approval before purchasing goods and
services. The continued non-observance of the Regulations by
departments is of concern and is an area requiring closer departmental
attention.

12



2.4.1

2.4.2

2.4.3

2.4.4

PRELTMINARY REVIEW OF EMPLOYEE LEAVE ENTITLEMENTS

Background

During 1984-85 audit conducted a survey of payments made to employees
in relation to leave entitlements. This survey encampassed a selection
of departments and authorities and was the precursor of a further
regularity re.'~w of the administration of leave entitlements to be
conducted in 1985-86.

This survey was conducted to assist in identifying the reasonable
bounds and structure of the audit program to conduct the further
review, The prime objective will be to detemmine the extent of
canpliance by departments and authorities with the relevant
regulations, deteminations. instructions and pronouncements
regulating the leave entitlements of public sector employees.

Preliminary review finding

Although the individual prescriptions regulating employee leave
entitlements vary substantially between departments and authorities,
the following major areas of non—campliance were noted:

(i) Maintenance of leave cards

Incamnplete, inadequate and inaccurate maintenance of the details on
leave cards was observed at a number of departments. At one department
audit noted that there was a backlog of leave cards which had not been
updated for 4 months.

(1i) Accumulation of unused recreation leave credits

Employees at a number of departments and authorities had accumulated
leave credits often well in excess of prescribed annual entitlements.
In addition audit observed a number of instances where the carry-over
of employees' leave entitlements had not been formally approved by the
department or authority as required by the relevant pronouncements.

(iii) uUtilization of recreation leave entitlements by employees whilst
on unpaid maternity leave

A mumber of instances were identified where employees on unpaid
maternity leave were electing to take recreation leave immediately
before and after public holidays. This practice resulted in employees
being paid for these public holidays. By way of example, taking 2 days
recreational leave, one immediately prior to, and the other
immediately after the Easter period would result in the employee being
paid for 7 days rather than the 2 formally applied for.

After audit drew the attention of the Public Service Board to this
matter, the Board issued a direction that such practices must cease as
they were contrary to Board Determination 24.2.

Other significant matters noted included:

. inconsistent regulations governing employee leave entitlements;
. inadequate recording of leave taken;

. inadequate records provided to support the taking of sick leave;
. leave forms not properly authorised; and

. retrospective approval of leave.

13



Audit comment

2.4.5 The preliminary vreview disclosed that there were significant
inconsistencies in the specification of leave pronouncements between

inner and outer budget sectors, and in the interpretation and
administration of pronouncements generally.

14



2.5

2.5.1

2.5.2

2.5.3

2.5.4

GOVERNMENT FUNDING OF PRIVATELY SPONSORED PROJECTS

In this report particulars are given of 3 cases where activities
undertaken required substantial Govermment assistance following a
financial failure. These were:

(1) Australia Games (paragraphs 3.19.2 - 3.19.,5) $920 000
(2) Sandown Motor Racing Circuit (paragraphs 3.19.2

- 3.19.5) $706 000
(3) Operation Bmergency '85 (paragraph 2.15.9) $601 800

In each case there was an apparent failure to establish a clear
definition of responsibility and to establish proper accountability
procedures.

Clear guidelines are obwviously necessary where Govermment funds are to
be wused either during the course of privately sponsored projects, or
to meet shortfalls arising therefram.

Audit recammends that for future major privately sponsored projects:

(1) the financial management and viability of organisations be
appraised prior to any Government cammitment;

(2) the Department be actively involved in conjunction with the
project management in monitoring the financial and operational status
of projects;

(3) all agreements with participating organisations be formalised;
and

(4) a clear definition of responsibilities of all parties be
established to facilitate control over Govermment funds.

15



2.6 OTHER MATTERS OF SPECIAL INTEREST

2.6.1 Matters of special interest detailed in Part 3 of this report, Audit
of Ministerial Portfolios, are identified below:
Subject Paragraph reference

Chisholm Institute of Technology

Purchase and cammercial operation of the Caulfield 3.7.42
Plaza Shopping Centre

Department of Conservation, Forests and Lands

Failure to reconcile advance accounts 3.5.11 - 3.5.13

Department of Management and Budget

Failure by the Department to detemmine whether 3.21.,7 - 3.21.12
$586 million is to be considered as equity or as
a loan

Department of Sport and Recreation

Cost overruns on project 3.19.2 - 3.19.5

Director of Housing

Rental arrears position 3.11.5 - 3.11.9

Geelong and District Water Board

Reported defalcation 3.22.21 - 3.22,22

Health Department Victoria

Need for review of procedures governing 3.10.8 - 3.10.10
pre school payments and hame help subsidies

Local Government Department

Irregularities in payroll system 3.13.2

Melbourne Metropolitan Board of Works

Losses and theft of stores 3.22.8 - 3.22.9

Metropolitan Transport Authority

Funding of operations 3.20.4 - 3.20.8

Ministry of Education

Outstanding debts to the Ministry 3.7.11

Review of subsidy and grant payments 3.7.3 - 3.7.5
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Ministry for Police and Fmergency Services

Failure to review rentals on Police residences

Operaticn Bmergency '85, estimated project
loss of $1.3 million

Ministry of Transport

Accountability for special projects

Office of Corrections

Need for internal audit

Identification of costs of goods and services
rendered

Office of the Public Trustee

Overpayment of bulk postage

Parliamentary Contributory Superannuation Funds

Overpayment of $2.1 million to superannuation
fund

Port of Melbourne Authority

Superannuation shortfall of $2.2 million not
funded

State Electricity Commission

Lack of computer policies and controls
Unused leave entitlements

State Insurance Office

Valuation of outstanding liabilities

Trustees of the National Gallery of Victoria

Inadequate control over income

Victorian Prison Industries Cammission

Inadeqﬁate procedures in the acquisition of
a business

Victorian Development Fund

Forward currency exchange contract of $75 million

entered into without authority

Water Authorities

Non-campliance with legislation

17

3.15.2 - 3.15.18

3.15.9

3.20.23 - 3.20.25

3.3.21 - 3.2.22

3.3.18 - 3.3.20

3.3.26

3.21.16 - 3.21.17

3.20.26 - 3.20.29

3.12.17 - 3.12.20

3.12.16
3.21.27 - 3.21.29
3.2.9 - 3.2.15

3.3.30 - 3.3.32

3.21.46 - 3.21.50

3.22.14

3.22.16



2.6.2

Qualification of financial statements

Cancer Institute Board

Construction Industry Long Service Leave Board
Department of Conservation, Forests and Lands
Department of Management and Budget
Department of Property and Services
Hospitals Superannuation Board

Law Department

Melbourne University

Metropolitan Transit Authority

Ministry of Transport

Monash University

Motor Accidents Board

Office of Corrections

Road Construction Authority

Road Traffic Authority

Rural Water Cammission

S.E.C. Employees' Retirement and Benefit Fund
S.E.C. Superannuation Fund

State Insurance Office

State Transport Authority

Technical and Further Education Board
Tobacco Leaf Marketing Board

Victorian Arts Centre Trust

Victorian Econamic Development Corporation
Victorian Egg Marketing Board

Water Authorities

Werribee Park Corporation

Zoological Board of Victoria Superannuation Fund

18
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PART 3

3.1

3.1.2

AUDIT OF MINISTERIAL PORTFOLIOS

AGRICULTURE AND RURAL AFFAIRS

The Minister for Agriculture and Rural Affairs is responsible for the

administration of the following entities audited by the Auditor-
General:

. Citrus Fruit Marketing Board

. Department of Agriculture and Rural Affairs
. Melbourne Wholesale Fruit and Vegetable Market Trust
. Poultry Famer Licensing Committee
. Poultry Fammer Licensing Review Committee
. Rural Finance Cowmission

. Tobacco Leaf Marketing Board

. Tobacco Quota Appeals Tribunal

. Victorian
. Victorian
. Victorian
. Victorian
. Victorian

Dairy Industry Authority
Dried Fruits Board

Dried Fruits Superannuation Board
Egg Marketing Board

Fishing Industry Council

Progress of Audit
Entities Financtal Legislative Reporting Date Financial| Date Further Reference/Comment in this Report
Year Deadline Statements Auditor-General 's
Ended Signed Report Signed
Completed Audits
Citrus Fruit Marketing 31 Decemer | No date specified. Marketing - 16 August 10 September Refer paragraph 3.1.3.
Board 1984 of Primary Products Act 1958 1985 1985
(5.12)
Department of Agriculture| 30 June 30 Septarber. Annual 23 August 23 Septewer
and Rura) Affairs 1985 Reporting Act 1983 (S.8) 1985 1985
Poultry Farmer Licensing | 30 June No date specified, Egg 18 Decenber 16 January
Camittee 1985 Industry Stabilization Act 1985 1986
1983 (5.52)
Poultry Fanrer Licensing | 30 June No date specified. Egg 22 October 16 January
Review Committee 1985 Industry Stabilization Act 1985 19%6
1983 (S.52)
Rural Finance Comdssion | 30 June No date specified. Rural 17 October 23 QOctober
1985 Finance and Settlement 1985 1985
Camission Act 1961 (S.27)
Tobacco Leaf Marketing 31 March No date specified. Marketing - 23 May 17 Decarber Qualified opinton issued. Refer
Board 1985 ?f Pr;naly Products Act 1958 1985 1985 paragraph 3.1.4.
S.12
Tobacco Quota Appeals 31 March No date specified. Tobacco Undated 16 January
Tritunal 1985 Leaf Industry Stabilization 1886
Act 1966 (S.22)
Victorian Dairy Industry | 30 June 30 September. Dairy Industry 9 Septerber 20 September
Authority 1965 Act 1984 {8.21) 1985 1985
Victorian Dried Fruits 31 December | No date specified. Dried 4 March 11 Aprfd
8oard 1994 Fruits Act 1958 (S.18) 1985 1985
Victorian Egg Marketing | 30 June No date specified. Marketing v 21 August 23 October Qualified gpinion issued. Refer
Board 1985 (()g l;?')mry Products Act 1958 1985 1985 paragraph 3.1.5.
Victorian Fishing 30 June 30 November. Victorian Fishing 20 Decanber 9 Jamsary
Industry Council 1965 Industry Councfl Act 1979 (5.16) 1985 1986
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Date Further Reference/Cament in this Report

iti Financial islative rti Date Financial ,
Ereities Y;:'m : l;ga:ﬂi‘:\e Feparcing Statements Auditor-General's
2 Signed Report Signed

Incomplete Audits
Audit at advanced stage, m@iting .
finalisation of Melbourne City Council
loan liability.

Melbourne kholesale Fruitf 30 June No date specified, Melbourne
and Vegetable Market 1985 wholesale Fruit and Vegetable
Trust Market Trust Act 1977 (S.19)

i stage.
Victorian Dried Fruits | 30 Septarber| Adit conducted at request Audit at advanced stage

Superannuat ion Board 1903 of Treasurer
15 months

31 Decenber |
1984

* Balance date changed to 31 Decerber.

Audit Observations and Recommendations
CITRUS FRUIT MARKETING BOARD

Financial operations

3.1.3 As there is no legislative requirement for the Board to present
audited financial statements to Parliament, summarised financial
operations of the Board for the year ended 31 December 1984, together
with camparative figures for the previous year, are given below.

1983 1984
$000 $000
Incame 118 358 196 007
Expenditure 86 967 173 754
Surplus for the year 31 391 22 253

The net assets of the Board at 31 December 1984 were $80 975
{31 December 1983, $58 722).

TOBACQD LEAF MARKETING BOARD

Qualification of financial statements

3.1.4 The Board's financial statements were qualified on the grounds that
the accounts of the Australian Leaf Corporation Pty Ltd, an exempt
proprietary campany and a subsidiary of the Board, were unaudited. The
Board had resolved that the campany's accounts would not be subject to
audit.
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3.1.5

VICTORIAN BGG MARKETING BOARD

Qualification of financial statements

Although there 1is no legal requirement in the employment awards
governing Board employees for the payment of accrued sick leave
entitlements on the temination of employment, the Board has adopted
the policy of providing for such entitlements in its accounts. In
1984~85 sick leave expenses for the year amounted to $133 352 and the
provision for sick leave at 30 June 1985 amounted to $413 349, Audit
is of the opinion that the Board has no liability to pay accrued sick
leave entitlements to an employee on termination. In audit opinion the
inclusion of this provision had the effect of understating the net
profit for the current year by $133 352, Current liabilities were
overstated by $413 349 and retained earnings were understated by a
similar amount at 30 June 1985.

Status Report

Status at date of
preparation of

this report

Report Page Subject

Citrus Fruit Marketing Board

Fourth 25 The Board's equity in its The Board's equity

Report management campany should be in its management
1983-84 incorporated in the notes to campany has been
the financial statements. incorporated in the
notes to the
financial
Statements for
1984.
Rural Finance Comission
Third 10 The Cammission should obtain A report was
Report regular independent actuarial prepared for the
1983-84 advice as to the adequacy of Cammission by the
provision for superannuation. office of the
Govermment Statist
and Actuary.
Matters raised in
the report are
still under
consideration.
Onion Marketing Board
Supple- Finalisation of winding-up Liquidator has
mentary delayed pending legal advised that all
Reports proceedings in respect of payments have been
1978-79 64 a large shipment of onions made and that a
1979-80 79 to London. final statement is
1980-81 96 currently being

21
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3.2.1

3.2

ARTS

The Minister for the Arts is responsible for the following entities
audited by the Auditor-General:
. Council of the Museum of Victoria
. Oouncil of Trustees of the National Gallery of Victoria
. Exhibition Trustees
. Film victoria
« Geelong Performing Arts Centre Trust
. Library Council of victoria
. Ministry for the Arts
. State Film Centre of Victoria Council
. Victorian Arts Centre Trust
Progress of Audit
Entities Financia) Legislative Reporting Date Financial | Date Further Reference/Coment in this Report
Year Deadline Statarents Auditor-General 's
Ended Signed Report Signed
.Completed Audits
Council of Trustees 30 dune 30 Septarber, National 15 October 25 October Refer paragraphs 3.2.9 - 3.2.15.
of the National 1985 Gllery of Victoria Act 1985 1985
Gallery of Victoria 1966 (S.17)
Film Victoria 0 Jne 31 Decerber. Film 11 Septevber 9 October
1985 victoria Act 1981 (S.21) 1985 1985
Library Council of 0 June 30 Septarber. Library 7 Novenber 17 Decenber Refer paragraphs 3.2.2 - 3.2.4.
Victoria 1985 Council of Victorla Act 1985 1985
1965 (S.11C)
Ministry for the Arts 30 June 30 September, Annua) 24 Septerber 27 Septarber Refer paragraphs 3.2.5 - 3.2.8.
1985 Reporting Act 1983 (5.8) 1985 1985
Victorian Arts 30 June 31 Decerber, Victorian 12 Decerber 23 Decarber Financial statements qualified. Refer
Centre Trust 1985 A(\rts (')entre Act 1979 1985 1985 paragraphs 3.2.16 - 3,2.18,
S.18
Incomplete Amﬁts
Council of the 30 June 30 Septerber, Miseums Act 1983 Signed statements received 10 Decamber
Museum of Victoria 1885 (S.30) 1985. Audit wnable to proceed until
certain informtion is provided by the
Cauncil,
Exhibition Trustees 30 dane 30 Septamber, Exhibition Act Staterents for 1983-84 and 1984-85
1984 1957 (s.10) received on 3 Decarber 1985,
30 dne Audit in progress.
1985
Geelong Performing 30 June 31 Decanber, Geelong Signed stataments for 1984-85
Arts Centre Trust 1985 Performing Arts Centre Trust mg'eive: Stateléntgrrequiral g
Act 1980 (S.18) caplete the axdit.
State Film Centre 0 June 30 Septawber. State Film Statenents for 1983-84 and 1984-85
of Victoria Cauncil 1984 Centre of Victoria Council i
iig;ne Act 1983 (S.14) received on 28 January 1986,
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3.2.2

3.2.3

3.2.4

3.2.5

3.2.6

3.2.7

3.2.8

Audit Observations and Recommendations
LIBRARY COUNCIL OF VICTORIA

Investments not in accordance with provisions of the Act

Under section 11A of the Library Council Act 1965, the Council is
required to invest its funds:

(1) in any manner in which trust funds may be invested pursuant to
section 4(1) of the Trustees Act 1958; or

(2) in other manner which may be approved by the Treasurer.

At 30 June 1985, $215 000 invested by the Council was not dealt with
in accordance with the above requirements.

Audit recammended that all investments of the Council be made in
accordance with the provisions of the Act.

MINISTRY FOR THE ARTS

Museum of Sport

In my Third Report for 1983-84, I advised that $1 million advanced by
the Camwmonwealth Govermment to the State for 150th Anniversary
Celebrations projects had been allocated for the construction of a
museun of sport. In April 1984 the Victoria's 150th Anniversary
Celebrations Committee paid $300 000 to the private sector
organisation responsible for the construction of the museum to enable
it to invest the money on the short-term money market. The aim of
providing these funds in advance of their need was to help the
organisation offset the effects inflation may have had on the
estimated cost of the project.

During 1984-85 a further advance of $250 000 was made to the
organisation. Expenditure on the project at the date this advance was
received amounted to $153 179.

The Ministry has indicated that as far as it is concerned the Museum
of Sport project is funded purely by the Commonwealth Goverrnment from
a S5 million grant towards the anniversary celebrations, with no State
contribution towards the project. The procedure for the payment of
Camonwealth funds has been established between the Ministry for the
Arts and the Commonwealth, The responsible Commonwealth Government
department is aware of the action taken by the Ministry and has since
advanced further funds to the State for this project.

In audit opinion, the payments were made contrary to the Department of
Management and Budget instruction, issued in April 1983, which
requires that such payments be made to meet the needs of an
organisation as they arise, rather than on a regular basis or before
actually beingy required. In view of the Ministry's response, the
Department of Management and Budget should determine whether these
payments are contrary to its instructions. The Ministry also advised
that, at the time the advance of $250 000 was made by the Ministry in
1984-85, it was not aware of any audit concern regarding moneys being
advanced before they were required.,

23



3.2.9

3.2.10

3.2.11

3.2.12

3.2.13

3.2.14

3.2.15

3.2.16

3.2.17

3.2.18

COUNCIL OF TRUSTEES OF THE NATIONAL GALLERY OF VICTORIA

Lack of control over income

During the 1984-85 year, the Council hosted a number of exh@bitions at
the National Gallery of Victoria. The exhibitions, organlsed by the
International Cultural Corporation of Australia (ICCA), included those
featuring Picasso, Turner and pop art.

The price of the tickets for these exhibitions sold.by ICCA staff
included Gallery entry fees. During the tewm of the exhibitions, ICCA
remitted $196 553 to the Council, representing its portion of the
entry fees.

The Council did not control the issue of stocks of tickets used for
the Picasso exhibition and did not reconcile the number of tickets
sold with the ticket stock balances for the ahove exhibitions.

Aaudit recammended that in the case of future use of the Gallery by
outside exhibitors, control procedures for the issue of tickets, day
to day monitoring of ticket sales and the subsequent reconciliation of
sales, receipts and unsold ticket stocks be formally documented and
implemented by the Council.

Backdating of receipts

A donation of $25 000 was received by the Council on 22 August 1985
and banked 23 August 1985. However, the receipt issued for this
donation was backdated to 30 June 1985 and incorporated into the
incane of the Council for the year ended 30 June 1985.

Audit recammended adherence to the generally accepted accounting
practice that donations and like revenue be receipted on the day
actually received.

Response from Trustees

The Trustees have indicated that the audit recammendations would be
implemented immediately.

VICTORIAN ARTS CENTRE TRUST

Qualification of financial statements

The financial statements of the Trust were qualified on the grounds
that the Trust had not provided for depreciation of its buildings
recorded in the Trust's balance sheet at a cost of $253 714 820.

Based on an anticipated life span of 40 years, audit estimated that
the annual depreciation charge on the buildings operational during
1984-85 would be approximately $4 840 000, and therefore the expenses
and the deficit for the year were understated by this amount.

This 1is the second year that the audit report on the financial
statements has been qualified on these grounds.
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Status Report

Report

Fourth

Report

1984~85
3-gu

May
1983

Fourth

Report

1984-85
3-%4

Page

28

28

28

28

43

31

107

107

Subject

Status at date of
preparation of this

re@rt

Council of the Museum of Victoria

Action should he initiated
by the Council to implement

a camplete centralised register

incorporating all exhibits.

The Council should determine
the share of profit due to the
People's Republic of China
resulting fram the sale of a
Chinese dinosaur replica.

All investments should be
registered in the name of the
Council of the Museum of
Victoria.

Action should be taken to
place the operations of the
museum shop on a proper
business footing.

No regular stocktaking of
works of art and lack of
insurance cover.

Council of Trustees of the
National Gallery of Victoria

A formal plan be initiated by
the Council to achieve
canplete registration of all
works of art in the State
Collection.,

Exhibition Trustees

Financial statements not
presented for the year ended
30 June 1984.

Position unchanged.

.Share of profit has

been determined.

Position unchanged.

Position unchanged.

Position unchanged
in relation to
regular stocktaking
of works of art.
Insurance cover now
satisfactory.

Position unchanged.

Statements received
3 December 1985.
Audit in progress.

State Film Centre of Victoria Council

Financial statements not
presented for the year ended
30 June 1984.
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Signed statements
received 28 January
1986. Audit to be
campleted.



Report Page

Fourth 110
Report
1982~-83

Fourth 97
Report
1983-84

97

Subject
Victorian Arts Centre Trust

Several weaknesses in internal
control procedures relating
to catering operations.

Weaknesses in internal control
procedures in the cash
payments system resulting in
duplicate payments.

Assets registers maintained
to record furniture and
equipment were incamplete,
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Status at date of_
preparation of this

re@rt

The Trust has
advised that the
position is being
reviewed.

The Trust has
advised that action

.is being taken to

rectify the
weaknesses,

Asset registers
substantially
updated.



3.3

ATTORNEY GENERAL

3.3.1 The At_:torney—'Ge.neral is respons ible for the administration of the
following entities audited by the Auditor-General:
. Estate Agents Board
. Law Department
. Law Reform Commission
. ILegal Aid Commission
. Office of Corrections
. Office of the Director of Public Prosecutions
. Office of the Public Trustee
. Patriotic Funds Council
. Victorian Prison Industries Cownission
Progress of Audit
Entities Financial Legislative Reporting Date Financial |Date Further Reference/Comment in this Report
Year Deadline Statements Auditor-General 's
Ended Signed Report Signed
Completed Audits
Law Department 30 June 30 Septewer. Annual 4 October 4 October In addition to the axdit on the Law
1985 Reporting Act 1963 (5.8) 1985 1985 Oepartment, audits were conducted of 60
Treasurer granted . magistrates' courts throughout Victoria.
extension to 14 October 1985 Qualified opinfon issued, refer paragraphs
3.3.4 - 3.3.5. Aiditional comments, refer
paragraphs 3.3.6 - 3.3.16.
Office of Corrections 30 Jdune 30 September. Annual 12 Septevber 17 September Qualified apinion issued, refer paragraph
1985 Reporting Act 1963 (5.8) 1985 1985 3.3.17, Additional comerts, refer
paragraphs 3.3.18 - 3,3.22.
Office of the Director 30 Jdune 30 Septarber. Annual 27 September 30 Septerber
of Public Prosecutions 1985 Reporting Act 1983 (S.8) 1985 1985
Estate Agents Board 30 June 30 Septetber. Estate 30 September 15 October
1985 Agents Act 1980 {5.98) 1985 1985
Law Reform Commission Period 4 30 Septerber. Law Reform 16 January 3 February
Decarber Camrissfon Act 1984 ($.30) 1986 1986
1984 to
30 June
1985
Office of the Public 30 June No reporting requirerents. 13 Jamuary 3 February Refer paragraphs 3.3.23 - 3.3.27.
Trustee 1985 Public Trustee Act 1958 1986 1986
provides for adit of the
bocks and accounts (S.62).
A requirerent however, to
prepare financial stateients
Patriotic Funds Council | Period 14 No date specified. 27 February N/A No transactions during the period,
October to | Patriotic Funds Act 1958 1985 therefore no audit gpinion given.
1983 to (s.28)
22 February
1985
Victorian Prison 30 June 30 September. Victorian 18 Decerber 23 Decavber Refer paragraphs 3.3.28 - 3.3.36.
Industries Commission 1985 Prison Industries Commision 1985 1985
Act 1983 (S.34)
Incomplete Audits
Lega) Aid Commission 30 June During Septenber. Legal Aid Financial statments of 19 Septerber 1985
1985 Commission Act 1978 (S.12). withdrawn by Canmission.
However, no requirement to
submit audited financial
statagnents to Parliament

27




3.3.2

3.3.3

3.3.4

3.3.5

3.3.6

3.3.7

3.3.8

3.3.9

3.3.10

Creation of new authorities

The Law Reform Commission was established under the Law Reform
Camission Act 1984 which came into operation on 4 December 1984.
Pursuant to section 20 of this Act, the Auditor-General is responsible
for the audit of the financial statements of the Cammission.

On 4 July 1984 the Victorian Prison Industries Commissign Act 1983 was
proclaimed and the responsibility for prison industries transferred
fran the Office of Corrections to the newly formed Victorian Prison
Industries Commission.
Audit Observations and Recommendations

LAW DEPARTMENT

Qualification of financial statements

The financial statements of the Department were qualified on the
grounds that the Department did not have the necessary systems in
place at 30 June 1985 to report the total amount due for outstanding
court fines and the value of general stores on hand in relation to the
administration of justice program. The Department included estimates
of $20 million and $390 000 respectively for these items in the
financial statements. It was not practicable for audit to substantiate
these estimates.

Audit was advised by the Department that systems to provide the
necessary infommation were being considered.

Need for auditing provisions for financial statements of Chief
Justice

The funds held in the cammon fund of the Senior Master of the Supreme
Court at 30 June 1985 of $98.8 million were audited pursuant to
section 203 of the Supreme Court Act 1958,

Details of these funds are not reported in the financial stataments of
the Law Department, but are included in the annual report of the Chief
Justice which is tabled in Parliament. However, there 1is no
legislative authority for the Auditor-General to form an opinion on
the financial information contained in this report.

Audit recammended that the matter be referred to the Department of
Management and Budget with a view to ensuring that audited financial
statements relating to these funds are presented to Parliament.

Deficiencies _in the Integrated Sheriff's Information System
(I.S.I.S.,)

The Sheriff's Office 1is responsible for the collection and
disbursement of moneys arising fram judgements on civil matters within
magistrates' courts and the Supreme Court.

On 1 January 1985 a new computerised system known as I.S5,I1.S. was
implemented at the Sheriff's Office. The system was developed to cope
with the increased voluwe of transactions and to overcame
administrative and operational deficiencies in the manual system for
processing warrants.
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3.3.11

3.3.12

3.3.13

3.3.14

3.3.15

3.3.16

3.3.17

Due to certain deficiencies in the new system, delays occurred in the
disbursement of trust funds. Furthemmore, during the period 1 January
to 30 June 1985, audit observed that 22 payments amounting to $11 683
were inadvertently made in respect of cheques received which had been
dishonoured. At 30 June 1985, 13 of these payments amounting to $7 820
were still to be recovered. These deficiencies in the system led to
the Sheriff's Office introducing checks on 26 March 1985 to vouch for
the accuracy of the information recorded on the system before funds
were disbursed.

This verification process, tngether with the backlog which already
existed because of the slow response time of the I.S.I.S. system,
caused excessive delays between the time moneys were recovered by the
Sheriff and the time those moneys were disbursed.

The backlog of funds held as at 30 June 1985 was as follows:

Month received S
January 1985 7 267
February 1985 28 796
March 1985 286 401
April 1985 669 468
May 1985 738 621

1 730 553

Response by Sheriff's Office

In its reply the Sheriff's Office advised that as fram 1 July 1985 new
camputer programs have improved control over data entry and the
checking of disbursements. Further improvements were to be implemented
in February 1986.

As a result of these improvements, the backlog of funds held has been
substantially reduced.

Misappropriation of trust funds

Funds amounting to $3 750 were misappropriated by a Sheriff's bailiff
during the year. The officer was charged by police with theft by
deception, fined $500 and ordered to pay restitution of $3 750 to the
Sheriff of Victoria at the rate of $50 per week camencing 5 April
1985. At the date of preparation of this report, audit was advised
that no funds had been recovered.

OFFICE OF CORRECTIONS

Qualification of financial statements

The financial statements were qualified on the grounds that they did
not include the financial transactions of the Victorian Prison
Industries Fund. Inclusion of such transactions is required by
Regulation 14(1) of the Annual Reporting (Administrative Units)
Regulations 1985. The Office of Corrections did not obtain an
exemption fram the Treasurer to exclude this information.
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3.3.18

3.3.19

3.3.20

3.3.21

3.3.22

3.3.23

3.3.24

Goods and services provided free of charge

Audit observed that the Office of Corrections provided services t_:o the
Victorian Prison Industries Commission without charge at an estlmgted
value of $2 million. These services included the provision of prison
overseers at prison industry sites and payments of allowances to
prisoners emwloyed in the various prison industry sites. 'Goods
received by the Office of Corrections fram the Comnission without
charge included manufactured goods with an estimated value of $l.1
million.,

The 1984-85 annual appropriations of the custodial services program
provided for the payment of allowances to working prisoners and the
salaries, wages and allowances of prison overseers and farm managers.
No details were identified within the financial statements of the
Office of Corrections of the costs incurred from the above
appropriations which related to the Commission.

Andit recammended that details of the exchange of goods and services
provided free of charge between the Office and the Commission should
be included within the Office's financial statements. In addition,
audit suggested that it would be appropriate for the Department of
Management and Budget to review the present appropriation allocations
to detemmine whether such exchange arrangements were consistent with
the financial accountability objectives of each organisation.

Internal audit

Since the transfer of correctional services fram the Department of
Cammunity Services to the Office of Corrections in 1983, the financial
operations of the Office have not been subject to review and appraisal
by internal audit.

In view of the regionalised nature of the Office's operations and that

its estimated expenditure for 1985-86 is in excess of $100 million,

audit recommended that an internal audit function be established.
OFFICE OF THE PUBLIC TRUSTEE

Financial operations

Although there are no legislative reporting requirements, the Public
Trustee prepared financial statements in 1984-85 which were audited by
my Office. Amending legislation requiring the Public Trustee to
prepare financial statements and the audit thereof is still being
considered.

The Public Trustee, in his capacity as executor and administrator of
estates and trusts, may invest moneys on behalf of beneficiaries in a
camon fund. The moneys in the fund are invested and applied in
accordance with the Public Trustee Act 1958. The camposition of the
camon fund at 30 June 1985 and 30 June 1984 was as follows:
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3.3.25

3.3.26

30.6.84 3.6.85

$000 $000
Moneys held on behalf of:
Protected persons 83 525 103 655
Deceased estates 36 343 40 370
Minors 10 504 12 702
Trusts and agencies 524 638
Miscellaneous 343 363
Trustee deposits 64 67
Pension suspense account 249 1
Estates guarantee and reserve account 7 085 8 128
Unclaimed moneys fund 4 776 5 858
Interest suspense account 4 500 5 420
Building depreciation account 84 94
157 997 177 296
The common fund was invested as follows:
30.6.84 30.6.85
$000 $000
Mortgages 58 766 56 217
Inscribed stock 57 170 78 445
Bank accepted commercial bills 966 00
Municipal loans 3 639 3 632
Land and buildings 3373 3 388
Cash at bank 751 (394)
Petty cash advance 2 2
Bank term and special deposits 329 1 048
Bank transferable deposits 8 000 8 958
Victorian Development Fund
~ State Development Account 24 0060 26 000
Official short term money market 1 000 00
157 997 177 296

In addition to the funds held in the camon fund, the Public Trustee
has under his control other assets of substantial value. These assets
include land and buildings and other unrealised assets belonging to
the estates administered by him. Estate liabilities to be met during
the administration and distribution of these assets were not recorded
as at 30 June 1985 in the financial records of the Public Trustee,

Overpayment of bulk postage

In November 1985 audit was advised that during the period September
1982 to March 1983 the Office of the Public Trustee overpaid $19 647
to Australia Post for bulk postage charges. A police investigation
established that the overpayment occurred as a result of the mail
officer in the Office of the Public Trustee artifically inflating the
number of articles mailed and the failure of Australia Post staff to
check the number of articles lodged.
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3.3.27

3.3.28

3.3.29

3.3.30

3.3.31

3.3.32

3.3.33

3.3.34

3.3.35

A credit of $15 000 has since been allowed by Australia Post and the
Treasurer has approved the writing-off of the balance of $4 647. The
officer concerned, who received no pecuniary gain, has been severely
reprimanded and transferred to other duties.

VICTORIAN PRISON INDUSTRIES COMMISSION

Financial operations

The operations of the Commission were financed during 1984/8S.by way
of appropriations fram the custodial services program which was
managed by the Office of Corrections. Under the current budgetary
framework the Commission receives and supplies significant goods “and
services free of charge, details of which are included in the section
of this report on the Office of Corrections.

Audit recammended that in order to provide meaningful fin@nc@al
information all costs associated with the operations of the Cammission
should be included in the Commission's financial statements.

Purchase of cardboard box business

Prior to the establishment of the Commission, the Victorian Prison
Industries Camnission implementation team, established by the Office
of Corrections, was responsible for the over-all management and future
directions of the proposed Commission. The team purchased a cardboard
box industry on 6 December 1983 for $208 000, payable in equal
instalments over 10 vyears. The respective assets and the above
liability were transferred to the Commission as fram 4 July 1984.

As at 30 June 1985, the liability for the purchase of the business had
been reduced to $176 800. However, based on the Camission's
assessment of the future viability of the business, the assets had
been devalued to $17 709.

An audit review of the procedures concerning the purchase of the above
business disclosed that an inadequate evaluation was undertaken prior
to the purchase of the business. It was noted that no feasibility
study was undertaken nor financial statements provided by the vendor
verified, There was also inadequate documentation of the purchase
agreement in that no official contract was drawn up and no details
were specified of the value of assets, goodwill and services provided
by the verdor.

Cash management

All moneys collected by the Cammission are currently forwarded to the
Department of Management and Budget for credit to the Consolidated
Fund at the end of each month.

Audit observed that the daily balance of the Cammission's revenue
account exceeded $100 000 for a total of 116 days between December
1984 and June 1985. The Commission did not receive interest on these
funds.

Audit recawmended that the Department of Management and Budget should
require the Cammission to forward their collections more frequently.
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3.3.36

Travel and entertainment claims

During the audit, it was observed that a substantial number of travel
and entertainment claims were not supported by adequate documentation
to provide assurance to audit that the claiment had incurred the
expenditure for Commission purposes. The matter was discussed with
senior management of the Commission who agreed with the audit
observation and stated that action had been taken to ensure that any
future claims would be supported by sufficient evidence prior to being

passed for payment.

Status Report

Report  Page Subject
Estate Agents Board

Third 51 Accumulated sick leave
Report entitlements included
1983-84 incorrectly as a liability in

the Board's financial
statements as no liability
exists for sick leave not taken.

Law Department

October 103 Major functions within the

1982 Department and its branches
should be reviewed by internal
audit.

Second 64 A review should be undertaken

Report of cash procedures at all

1982-83 magistrates' courts handling
large wolumes of cash
transactions.

65 Weaknesses exist in procedures
governing investment of county
court funds.

66 Potential interest earnings
forgone as a result of
banking delays by the
Corporate Affairs Office.
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Status at date of

preparation of this
report

Adjusted in 1984-8S.
Position now
satisfactory.

Some improvement
has been achieved
with the employment
of additional
resources, However
saome branches have
still not been
audited for periods
in excess of 2
years.,

A working party has
been established to
review cash
management
procedures at
courts.,

A working party has
been established to
review cash
managenent
procedures at
courts,

Additional resources
have been utilised
during peak
registration
periods. The Office
also is developing
a computerised
registration and
receipting system.



Report

Third
Report
1983-84

Third
Report
1983-84

May
1983

Page
32

33

34

35

35

35

36

Subject

Financial statements - cash and
investment balances, general
stores on hand and debtors had
been understated.

Investments - magistrates'
courts and the Supreme Court
-~ failure to ensure investment
returns are maximised.

Suspected defalcation at the
Prothonotary's Office.

The Prothonotary entered into a
private lease agreement for the
installation of a photocopy
machine. The Department failed
to account for funds generated
fram the use of this machine
by the public.

Control by the Prothonotary's
Office over fines for non-
attendance as a witness or
juror is considered to be
unsatisfactory due to inadequate
records.

Funds held by the Prothonotary's
Office were not being invested
S0 as to achieve the maximum
rate of return.

Legal Aid Commission

Legislative amendment should be
sought to require annual
financial statements of the
Legal Aid Fund to be prepared
on an accrual basis.
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Status at date of
preparation of this

report

Position now
satisfactory with
regard to cash and
investment balances.
However financial
statements were
qualified with
regard to general
stores on hand and
debtors. Further
canment is given in
paragraph 3.3.4 of
this report.

A working party has
been established to
review cash
management
procedures at
courts.

Enquiries by the
Police Fraud Squad
are continuing.

Private lease
agreement
cancelled.
Position now
satisfactory.

Position unchanged.

Position now
satisfactory.

Amending
legislation is
to be proclaimed
in 1986.



Report  Page Subject

37
November 145
1981
December 70
1982
December 74
1982

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

Office of the Public Trustee

Financial statements - amendment
to legislation required.

Delays in banking of certain
moneys received by the Public
Trustee to which he may not
be legally entitled.

35

Status at date of
preparation of this

report

Funding approvals
were received by
the Camnission for
the creation of an
internal audit
function in 1984-85.
An internal auditor
has been appointed.

Financial
statements prepared
for 1984-85.
Amending legislation
is being

considered.

Amending

legislation is being
considered.



3.4.1 The

Minister

COMMUNITY SERVICES

for Community
administration of the Department

Auditor-General.

Progress of Audit

Services

is responsible for the

of Community Services audited by the

Entities Financial Legislative Reporting Date Financial Uate Further Reference/Coment in this Report
Year Deadline Statenents fuditor-General 's
Ended Signed Report Signed

Completed Audits

Deparbrent of Community | 30 June 30 Septerber. Annua) Reporting 20 Septerber 30 Septevber

Services 1985 Act 1983 {5.8) 1985 1985
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Status Report

Report Page

Second 37
Report
1982-83

Third 16
Report
1983-84

Third 17
Report
1983-84

Third 17
Report
1983-84

Third 17
Report
1983-84

Subject

Need for clarification
of legislative
reguirement governing
payments to the State
Transport Authority
and the Metropolitan
Transit Authority

for fare concessions
to pensioners.

Family group homes -
no formal agreement

with funded organisations

to protect Departmental
interests.

Purchase of motor
vehicles for wamen's
refuge - avoidance of
sales tax.

Debtors - action to
be taken to recover
long outstanding debts.

Grants paid quarterly
in advance. Department
to consider changing
the payment of grants
fram a quarterly basis
to a monthly basis to
save interest,
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Status at date
of preparation of

this report

Position unchanged.

Legal opinion
obtained by
Department
recammended that
agreements be
formalised. The
Department of
Management and Budget
has been requested to
advise on related

policy.

Legal opinion

by Department
confirmed that
sales tax was being
avoided. This
practice ceased in
June 1985.

Some action taken
by Department.
However, debtors
outstanding for more
than 12 months
increased during the
year. Action is being
taken by the
Department to write
off debts it
considers
irrecoverable.

Department to
consider
recamendations but
no action to date.



3.5 CONSERVATION, FORESTS AND LANDS
3.5.1 The Minister for Conservation, Forests and Lands is responsible for
the administration of the following entities audited by the Auditor-
General:
. Albert Park Committee of Management Incorporated
. Bundoora Park Committee of Management
. Department of Conservation, Forests and Lands
. Mt Macedon Memorial Cross Cammittee of Management
. Olympic Park Management
. Penguin Reserve Committee of Management
. Port Bellarine Camittee of Management
. Shrine of Remembrance Trustees
. State Swimming Centre Committee of Management
. Victorian Institute of Marine Sciences
. Werribee Park Corporation
. Yarra Bend Park Trust
. Zoological Board of Victoria
. Zoological Board of Victoria Superannuation Fund
Progress of Audit
Entities Financial Legislative Reporting Date Financial | Date Further Reference/Camment in this Report
Year Deadline Statements Auditor-General 's
Ended Signed Report Signed
Completed Audits
Department of 30 June 30 September. Annual 21 November 22 Noverber Qualified opinion issued, refer paragraph
Conservation, Forests 1985 Reporting Act 1983 (S.8). 1985 1985 3.5.2. Additional coments, refer
and Lands Extension to 30 Noverber paragraphs 3.5.3 - 3,5.16.
granted by Treasurer
Penguin Reserve 30 June No reporting requirements. 20 Septerber 21 November
Camrittee of Management | 1985 Cromn Land (Reserves) Act 1985 1985
1978 (5.15)
Port Bellarine 30 Septeamber | No reporting requfrements. 13 January 3 February
Committee of Management | 1985 Port Bellarine Tourist 1986 1986
Reserve Act 981 (S.21)
Shrine of Remerbrance 30 June No reporting requirements. 19 Decarber wﬁd{e?" >
Trustees 1985 Audit conducted at request of 1985 W 26
Treasurer
Victorian Institute of | 31 December |31 March, Victorian 22 January A3 February
Marine Sciences 1984 Institute of Marine 1986 1986
Sciences Act 1974 (5.26)
Werribee Park Corporation{ 30 June No reporting requirements 25 Septerber 13 Decenber Qualified opinion issued, refer
1984 Crawn Land (Reserves) Act 1985 1985 paragraph 3.5.17,
1978 (S.15)
Yarra Bend Park Trust 30 dune No reporting requirements. 19 Noveber 8 January
1935 Audit conducted at request of 1985 1986
Treasurer
Zoological Board of 30 June 30 September 1985. 3 October 4 Noverber
Victoria 1985 Zoological Parks and 1985 1985
Gardens Act 1967 (S.15F)
Zoological Board of 30 Jdune No reporting requirements. 29 October 13 Novenber Qualified opinion issued, refer
Victoria Superanmuation 1 1985 Audit conducted at request of 1985 1985 paragraph 3.5.18.

Fund

Treasurer
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3.5.2

3.5.3

3.5.4

3.5.5

Entitles Financial Legislative Reporting Date Financial | Date Further Reference/Comment in this Report
Year Deadline Stataments Auditor-General ‘s
Ended Signed Report Signed
Incomplete Audits
Albert Park Committee 31 Decatber | No reporting requirements. Staterents received 15 Jarwary 1986.
of Managament 1984 Cromn Land (Reserves) Act Audit to be completed.
Incorporated 1978 (5.15)
Bundoora Park Committee | Period No reporting requirements. Financial statements for the 5 years
of Management 1 July 1980 | Crown Land (Reserves) Act to 30 June 1985 not presented for audit.
to 0 dme | 1978 (S.15)
1965
Mt Macedon Merorial Period No reporting requirements. Financial statements not finalised.
Cross Conmittee of 1 January Forests Act 1958 (S5.50) Axdit to be copleted.
Management 1982 to !
31 Decarber |
1985
Olympic Park 30 June No reporting requirgrents. Financial statements not finalised.
Managament 1985 Crown Land (Reserves) Act Audit to be completed,
1978 (5.15)
State Swinming Centre | 30 June No reporting requirements. Financial statements not finalised.
Camrittee of Management | 1985 Crown Land (Reserves) Act Audit to be completed.
1978 (5.15)
Werribee Park Period No reporting requirements. Financial stataements for period
Corporation 1 July Croan Land (Reserves) Act ended 20 January 1985 not presented for
1984 to 1978 (S.15) audit. Operations of the former
20 Jaruary Corporation were transferred to
1985 the Melbaurne and Metrapolitan Board of
Works fram 21 Jaruary 1985.
Audit Observations and Recommendations

DEPARTMENT OF CONSERVATION, FORESTS AND LANDS

Qualification of financial statements

The financial statements of the Department were qualified on the
grounds that audit was unable to verify general stores on hand of
$500 000 for lithographic plans, $650 000 for country depot stores and
$164 496 for saleable publications, and that the Department failed to
camply with Regulation 89 of Treasury Regulations 1981 which requires
an annual stocktake to be carried out.

Analgamation of former departments

An Order-in-Council, effective fram 2 November 1983, required that the
Ministry for Conservation, the Forests Commission and the Department
of Crown Lands and Survey be amalgamated to form the Department of
Conservation, Forests and Lards.

For administrative purposes, a divisional structure was adopted which
reflected the operations of the former bodies and necessitated
separate financial systams in three locations.

In the 1984-85 year the Department experienced difficulties in
achieving the timely payment of creditors' accounts and in reconciling
Departmental ledgers with those of the Department of Management and
Budget. The Department also failed to present its annual report to the
Minister by 30 September 1985, due, in part, the department operating
3 separate financial systams.
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3.5.6

3.5.7

3.5.8

3.5.9

3.5.10

3.5.11

3.5.12

3.5.13

3.5.14

As fram 1 July 1985, the Department centralised its major financial
systems, including the functions of financial recording, revenue
collection, payroll preparation and accounts payable. However, despite
the time lapse in excess of 19 months fram the date the amalgamation
was approved, the Department's systems and procedures had not been
sufficiently developed to ensure a smooth transition to the new
structure, The problems relating to the timely payment of accounts and
the Departmental reconciliations have continued into 1985-86. Further
caments on these matters are contained in this section of the report
related to these matters.

Failure to reconcile with Department of Management and Budget records

Treasury Regulations 1981 require that collections and expenditure of
a department be reconciled with Department of Management and Budget
records at least once each month.

Following the amalgamation by the Department of Management and Budget
of the Divisions of Conservation, Forests and Lands transactions into
one ledger in November 1984, the Department was unable to reconcile
its records with those of the Department of Management and Budget for
the period November 1984 to June 1985,

As a consequence, it was necessary for the Treasurer, pursuant to
Regulation 11 of the Annual Reporting (Administrative Units)
Regulations 1985, to approve the Department's including the figures
recorded by the Department of Management and Budget in its financial
statements.

The problem of reconciling the Department's financial records with
those of the Department of Management and Budget has continued into
1985-86. Audit is of the opinion the Department should assign a higher
priority to and sufficient resources towards ensuring reconciliations
are performed in a timely manner.

Failure to reconcile advance accounts

Audit noted lengthy delays in the reconciliation of the Forests No.l
and No.2 advance accounts which had standing advances totalling
$841 305. The bank accounts had not been reconciled with the cash book
for up to 4 months and the advances had not been reconciled for up to
10 months,

Failure of the Department to reconcile its advance accounts could lead
to cash losses which may remain undetected over long periods of time.

Audit recammended that the Department give high priority to timely
reconciliations in order that proper control is maintained over the
advances.

Delays in the payments of accounts

I indicated in my First Report to Parliament for 1984-85 that there
were long delays in the payment of accounts by some departments. An
examination of the system in the Department of Conservation, Forests
and Lands disclosed that the system in operation to 30 June 1985 did
not allow for the number of claims remaining unpaid to be readily
ascertained. Audit, however, carried out an analysis of the
Department's payment records maintained on the Financial Recording and
Reporting System (F.R.A.R.).
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3.5.15

3.5.16

3.5.17

3.5.18

The result of this analysis was that for the 6 month period to 30 June
1985, 22 per cent of account payments were made later than 8 weeks
after the invoice date. For the 3 month period to 30 September 1985,
the percentage increased to 62 per cent and recovered slightly to 52
per cent for the 3 month period to 31 December 1985. In certain
instances there may be same delay in receiving invoices fram suppliers
and therefore the date of invoice will not necessarily coincide with
the date the invoice is received by the Department,

Since August 1985, the Department has endeavoured to isolate causes
for the delays in the payment of accounts by instituting a weekly
review of outstanding claims, analysing payments by regional location.
The Department also commenced monitoring the number of claims
outstanding. The information in the table below provided by the
Department indicates that there has been a reduction in the claims
unpaid between 11 August 1985 and 13 NDecember 1985.

Date Claims unpaid
11 August 1985 6668
20 September 1985 4208
18 October 1985 3333
15 November 1985 3834
13 December 1985 1075

WERRIBEE PARK CORPORATION

Qualification of financial statements

The financial statements of the Corporation for the year ended 30 June
1984 were qualified on the grounds that the provision for annual leave
entitlements should have been $30 124 and not $4 608 as shown in the
balance sheet. Consequently the surplus for the year and the
accumulated fund were in audit opinion overstated by $25 516.

ZOOLOGICAL BOARD OF VICTORIA SUPERANNUATION FUND

Qualification of financial statements

The financial statements of the fund for the year ended 30 June 1985,
were qualified on the grounds that the investments of the fund held in
the name of a management investment company could not be independently
verified by audit. The investments totalling $1.4 million and
unrealised incame of $125 032 were included in the accounts on the
basis of statements furnished by the fund manager.
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Status Report

Report

Page Subject

Status at date of
preparation of
this report

Department of Conservation, Forests and Lands

October 70
1982

and

preceding
reports

Second 45
Report

1982-83

and

preceding
reports

Third 21
Report
1983-84

Third 22
Report

1983-84

First 81
Report

1984-85

Internal audit at former
Ministry of Conservation
disbanded until the
reorganisation of the new
Department is finalised.

workshops at the fommer
Department of Crown Lands
and Survey should be
identified as separate cost
centres. The workshop
costing system should be
based on actual costs and
integrated with the
divisional accounting
system.

Inadequate system of stock
control for saleable
publications resulting in

high stock levels, inaccurate

recording of stock and

unrestricted access to stock.

Inadequate procedures to
either collect outstanding
licence fees for occupied
Crown land or teminate
tenancies.

A management
review branch
which includes 2
internal auditors
has been
established in
the new
Department.

Action is
currently being
taken by the
Department to
rectify the
problems
identified by
audit.

Action
implemented
during 1985-86
to improve stock
control
procedures.

No change in
1984-85, however
debtors'
procedures are
currently being
reviewed by the
Department.

State Swimming Centre Committee of Management

Fourth 76
Report
1983~-84

Action required to recover

costs and obtain campensation

for defective timing
equipment and structural
defects in the Centre's
building.

42

The Committee has
advised that
legal advice is
being sought
regarding action
in relation to
the timing
equipment. The
structural
defects have been
rectified.



3.6 CONSUMER AFFAIRS

3.6.1 The_ Ministry for Consumer Affairs is the only organisation subject to
audit by the Auditor-General for which the Minister for Consumer

Affairs is responsible.

Progress of Audit

Entities Financial legislative Reporting Date Financial| Date Purther Reference/Comment in this Report !
Year Deadline Statements Audf tor-General ‘s
Ended Signed Report Signed

Completed Audits

Ministry of Consumer 0 hne 30 September. Anmual Reporting 1 October
Affairs 1985 Act 1983 (5.8), Extension 1985
granted by Treasurer to
31 October 1985

9 October
1985

Status Report

Status at date of

preparation of this

ne@rt

October 72 Motor Car Traders Guarantee

1982 Fund - delay in collection

of licence fees and failure
to always follow-up overdue

fees.

Secord 42 Interest receivable by the

Report Residential Tenancies Fund

1982-83 could not be verified due
absence of appropriate

Although same
improvement has

been achieved,

audit considers
there is scope for a

more timely and

to

arrangements with the approved

financial institutions and

a

suitable information system.
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systematic approach
by the Motor Car
Traders Committee to
the question of
unrenewed licences
and collection of
fees.

Position now
satisfactory.




3.7 EDUCATION
3.7.1 The Minister for Education is responsible for the administration of
the following entities audited by the Auditor-General:
. Council of Adult Education
. Institute of Educational Administration .
. Ministry of Education (formerly the Education Deparm\ent)‘ o
. Post-secondary education institutions including universities,
colleges of advanced education and colleges of technical and
further education
. Technical and Further Education Board
. Victorian Institute of Secondary Education
. Victorian Post-Secondary Education Cawnission
. Victorian Universities Admission Caommittee
Organisational changes
3.7.2 Under the terms of Administrative Arrangements Order (No 40) 1985, the
Ministry of Education replaced the Education Department as fram
12 November 1985.
Progress of Audit
Entities Financial Legisiative Reporting Date Financial | Date Further Reference/Canment in this Report
Year Deadline Statements Auditor-General 's
Ended Signed Report Signed
Completed Audits
Ministry of Education 30 June 30 September. Anrual Reporting 25 Septamber 30 Septerber Refer paragraphs 3.7.3 - 3.7.24.
1985 Act 1983 (5.8) 1985 1985
Post-~Secondary Education
Institutions
Universities
Deakin (and associated | 31 December | As soon as practicable after 21 August 2 October Refer paragraphs 3,7.34 - 3.7.37.
carpanies) 1984 31 March, Deakin University Act 1985 1985
1974 (S.37)
La Trobe 31 Decarber | As soon as practicable after 14 dune 11 September
1984 31 March. La Trabe University 1985 1985
Act 1964 (5.41)
Melbaurne 31 December | No date specified. Melbourne 9 October 10 October Qualified opinion fssued. Refer
1984 University Act 1958 (S.46) 1985 198 paragraph 3.7.38. Additional cament,
refer paragraphs 3.7.39 - 3.7.40.
Monash 31 Decarber | As soon as practicable after 22 Pugust 25 Septamber Qualified opinion tssued. Refer
1984 31 March. Monash University 1985 1985 paragraph 3.7.41,
Act 1958 (5.41)
Colleges of Advanced
Education
Ballarat 31 December | No reporting requirements 14 August 10 Septenber
1984 1985 1985
Bendigo 31 Deceber | No reporting requirements 9 Septanber 30 Novarber
1984 1985 1985
Chisholm 31 Decarber { No reporting requirements 30 August S December Refer paragraph 3.7.42.
1984 1985 1985
Footscray 31 Decarber { No reporting requirarents 24 Septevber 21 October
1994 198 1985
Gippstand 31 Decarber | No reperting requiraments 3 July 10 Septerber
1984 1985 1985
Hawthorn 31 Decerber | No reporting requiranents 11 July 3 October
1984 1985 1985

.«continued
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Completed Audits (continued)

Further Reference/Comment in this Report

Entities Financial Legislative Reporting Date Financial | Date ,
Year Deadline Statements - | Auditor-General's
Ended Signed Report Signed
Institute of Catholic |31 Decarber No reporting requirements 21 Jne 11 Septerber
Education 1984 1985 1985
Lincoln Institute of 3] Decetber No reporting requirements 6 August 17 September
Health Services 1984 1985 1985
Melbourne 31 Decatber As soon as practicable after 11 October 21 October
1984 31 March. Melbaurne College of 1985 1385
Advanced Education Act 198 (S.42)
Phillip 31 Decenber No reporting requirements 2% Qly 21 October
1934 1985 1985
RM.L.T, Ltd 31 Decatber No reporting requirements 16 Septerber 21 Novatber
1984 1985 1985
Swinburne Ltd 31 Decarber No reporting requirements 6 Septarber 3 (October
1984 1985 1985
Victoria 31 Decatber No reporting requirements 1 August 9 October
1984 1985 1985
Victorian College of 31 December  As soon as practicable after 1 August 21 October
of the Arts 1984 31 March. Victorian College of 1985 1985
the Arts Act 1981 (5.36)
Victorian College of 31 Decetber No reporting requirements 27 Septenber 10 October
Pharmacy Ltd 1984 1985 1985
Victorian College of 31 Decerber No reporting requirements 24 October 30 October
Agriculture and 1994 1985 1985
Horticulture
Warrnarbool 31 Decatber No reporting requirements 20 August 29 October
1984 1985 . 1986
Colleges of Technical and I
Further Education ;
Bendigo 31 Decamber No reporting requirements 25 Noverber v: 15 January
1984 1985 . 1986
Cotlingwood ! 31 December No reporting requirements 9 Decerber 30 Decerber
y 1984 1985 1985
Frankston 31 Decerber  No reporting reguirements 1 Novamber [ 1 Decerber
1984 1985 . 1985
Holmesglen 31 Decetber Mo reporting requirements 4 Decarber 17 Decarber
1984 1985 1985
Melbairne College of 3] Decerber No reporting requirements 19 Noverber 20 Decerber
Textiles 1994 1985 1985
Moorabbin 31 Decerber  No reporting requirements 10 December 3 February
1984 1985 1986
Prahran 3] Decetber No reporting requirements 15 Jaruary 17 January
1984 1986 1986
Richmond 31 Decanber No reporting requirements 18 November 18 Decamber
1934 1985 1985
R.M.I.T. Ltd 31 Decatber No reporting requirements 16 September 21 Noverber
1984 1985 1985
Sunraysia 31 Decetber No reporting requirements 19 November 16 January
1964 1985 1986
Swinburne Ltd 31 December Mo reporting requirements 6 Septarber 3 October
1984 1985 1985
School of Mines and 31 Decanber No reporting requirements 31 October 23 Decarber
Industries Ballarat Ltd| 1964 1985 1985
Wangaratta 31 Decamber No reporting requirements 17 Septerber 30 Decerber
1984 1985 1985
Warrnatbool# 31 Decarber MNo reporting requirements 19 Noverber 16 January
1984 1985 1986

# Warrmarboo! College was established on 4 July 1984

45

...continued



Completed Audits (continued)

' rt
Entities Financial | Legislative Reporting Date Financfal | Date . | Furter Reference/Cament. i ths Repo
Year Deadline Statarents - mditnrx(.;eneral s
Ended Signed Report Signed
Technical and Further Period 30 Septerber. Post-Secondary 27 June 2 Septamber Qualified opinion issued, refer
Education Board 13 July 1983] Education Act 1978 (5.59). 1985 1985 paragraph 3.7.49. Additional caments,
to 30 e | No specific requirement refer paragraphs 3.7.43 - 3.7.48,
1984 to include audited financial
statements in anual report
Victorian Institute of 31 Decamber | As soon as practicable after 15 Noverber | 31 January
Secondary Education 1984 31 March, Victorian Institute 1985 11986
of Secondary Education Act !
1976 (5.17) :
Victorian Post-Secondary |30 June As soon as practicable after 9 October 29 October
Education Camrission 1985 30 June. Post-Secondary Education 1985 1985
Act 1978 (S.21). No specific
requirement to include
audited financial statements
in annual report
Victorian Universities 30 June No reporting requiraments. Audit 2 Noverber i 17 December Refer paragraph 3.7.50.
Admission Cammittee 1985 conducted at request of Treasurer 1985 i 1985
1
!
Incomplete Audits | ;
Council of Adult 0 ame 30 Septerber. Concil of Adult i Audit in progress.
Education Education Act 1981 {S.19) {
Institute of Educational |30 June 31 Decerber. Institute of ; Financial statements only recently
Adninistration 1985 Educational Administration ! presented for audit.

Post-Secondary Education -
Institutions ;

Colleges of Technical and
Further Education +

Batman Automotive
College

Bax Hill
Box Hill

Box Mill ]

Box Hill

Dandenong '

Flagstaff ;

11984

Footscray

Gordon

Melbaurne College of
Decoration

:31 December
1984

+ 31 Decamber
‘1981 #

11984

*31 Decamber

31 Decavber
1984

31 Decarber
1983

31 Decarber
982

31 Decarber

31 Decarber

194

31 Decarber
1984

31 Deceber

Act 1980 (S.17)

No reporting requirements

No reporting requirements

No reporting requirements

No reporting requirements

No reporting requirements

No reporting requiraments

No reporting requirements

No reporting requirements

No reporting requirements

No reporting requirements

Financial statements presented for adit
are subject to adjustment.
Audit nearing campletion.
Audit nearing completion.
+ Audit nearing completion.

Audit nearing corpletion.

Final signed financial statarents not
yet received.

| Field work ty this Office copleted in
' December 1985, However, final report of
. College's continuous auditor is not yet
. available.

! Financial stataments presented for audit
| are subject to adjustment.

I

| Field work catpleted fn November 1985,
Revised financial statements received
from College only recently,

' Field work by this Office capleted in

Decerber 1985. However, final report of
\ College's contiruous auditor is not yet
‘ available,

+ The Broadmeadows, Wimmera Camunity and Oster Eastern Colleges were formally established as T.ALF.E. colleges
1n 1964 but are not 1isted as they did not canrence operations in that year.

# Period 1 October 1981 to 31 Decerber 1981, Audit of accamts of Coll

statevents for audit and subsequent need for significant adjustments

o
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delayed due to late presentation of financial
statements.
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Incompleted Audits (continued)

Entittes Financial Legislative Reporting Date Financial | Date Further Reference/Comrent in this Report

Year Deadline Statements - | Auditor-General's
Ended Signed Report Signed

Melbaurne College of | 31 December | No reporting requirements o * Financial stataments presented for audit

Printing and Graphic 1984 are subject to adjustment.

s

Newport 31 Decerber | No reporting requirements Financial statements presented for audit
1984 are subject to adjustment.

Preston 31 Decewber | No reporting requirements t Financial statements presented for audit
1984 are subject to adjustment.

Shepparton 31 Decetber | No reporting requirements Field work completed in Noverber 1985,
1984 Revised financial stataments only

recently received fram College.

Audit has been deferred due to incoplete

Technical and Further 30 Jdune 30 Septerber. Post-Secondary
state of financial records.

Educat fon Board 1985 Education Act 1978 (S.59)

Whitehorse 31 January | Mo reporting requirarents ! l College anal gamated with Bax Hill College
1984 i of T.AF.E. as fran 1 February 1984. Audit
| report for January 1984 will be issued
l with report on Bax Hi11 College,
Willian Angliss 31 January [ M reporting requirements Financial statements presented for audit
1984 i are suject to adjustment.
Yallaurn 31 Jaruary | Mo reporting requirements Financial statements presented for adit
1984 ' are subject to adjustment.
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3.7.3

3.7.4

3.7.5

Audit Observations and Recommendations
MINISTRY OF EDUCATION

Review of management procedures for grants and subsidies

During the year, audit finalised a review cammenced in thg previous
year, of procedures operating within the Ministry for managing grants
and subsidies.

The following types of grants and subsidies were included in the
review:

. recurrent grants to Govermment and non-Goverrment schools;

. education allowances;

. linterest subsidies on building project loans; and

. recurrent grants to educational groups and organisations,

Major audit observations and recammendations cammunicated to the
Ministry, together with Ministry responses, are summarised in the

following paragraphs:

(1) Inadequate accountability for recurrent grants to Government
schools (1984-85, $128.2 million)

Accountability over grants received was found to be inadequate in that
many school councils had failed to submit their audited annual
financial statements to the Auditor-General as required by section 15F
of the Education Act 1958, Audit also noted that the statements
submitted did not always disclose grants and related payments

adequately.

To provide for greater accountability by school councils for grants,
and to enable control of such accountability by the Ministry, audit
recamended that:

(1) consideration be given to re-drafting the Ministry's manual of
instructions to school councils so as to provide for the disclosure in
financial stataments of individual grants received and details of the
disbursement of each grant;

(ii) school auditors be required to provide in their reports
information as to whether grants have been fully expended for the
intended purposes; and

(iii) an amendment be sought to section 15F of the Education Act 1958
to transfer administrative responsibility for the receipt and
monitoring of school financial statements from the Auditor-General to
the Ministry.

Response by Ministry

The Ministry is in the process of developing a camputer package for
school accounting to facilitate a link between budgets and specific
grants. This package will be tested during the latter part of 1985.
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For the present, the Ministry will not require school auditors to

provide an audit report on whether grants have been expended for
intended purposes.

Leg.isla!:ion is at present pending to transfer the recording and
moni toring ffunctlon of primary schools' audited financial statements
fram the Office of the Auditor-General to the Ministry of Education.

(2) Timing of grant payments

Grants to Government and non-Government schools to meet Ffuture
recurrent costs (1984-85, $253.2 million), are currently paid in 4 and
3 instalments respectively. Audit considered that the interest
earnings of the State could be increased if instalments were paid on a
monthly basis. However, it recognised that these increased earnings
would be partially offset by increased administrative costs.

Audit recammended that the Ministry consider introduction of monthly
payments of grants to schools.

Response by Ministry

Although the proposal to pay grants on a monthly rather than quarterly
basis appeared attractive fram the point of view of the Public
Account, it could not be introduced without an extensive examination
of school cash flow arrangements and discussions with schools. The
Ministry also stated that:

. short-term investments by schools of some of the funds made
available on a quarterly basis produce interest which, if lost to
schools, would possibly form the basis of a claim for higher grants;
and

. the concept of monthly grants would run contrary to Government
policy of placing greater responsibility in the hands of school
councils for developing policy and managing school finances.

(3) Education allowances to schools (1984-85, $38.1 million)

Education allowances are distributed to Government and registered
schools in half-yearly instalments. The allowances are provided to
assist in meeting students' needs for text books, class materials and

stationery.

Education allowances are currently payable to all schools on a per
capita basis. Although this hasis is also used for the calculation of
grants to schools, separate procedures are followed for the payment of
allowances and grants.

Audit recammended that the Ministry cambine payments of education
allowances and grants into the one process. Audit considered that
adoption of this strategy would result in a reduction in
administrative costs of the Ministry.

Response by Ministry

The Ministry does not regard the present system of administering
education allowances as burdensame: there would be some advantage,
however, in merging payments of education allowances with 1 or 2 of
the quarterly direct grant payments.
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3.7.6

3.7.7

(4) Performance measures for grants and subsidies

There were no procedures operating within the Ministry for monitoring
the performance of the various grant and subsidy programs.

Audit recommended that procedures be established which provide for
regular assessment of the efficiency and effectiveness of the grant
and subsidy programs. These procedures should include:

(i) tailoring of performance indicators to measure the extent of
achievement of specific program objectives;

(ii) comparison of the administrative costs incurred in operating the
individual programs;

(iii) provision of reports by recipients on the use of funds provided;
and

(iv) establishment by the Ministry of mechanisms to review and
evaluate the extent to which needs identified by recipients have been
met.

Response by Ministry

In Education, development of performance indicators would probably
focus on qualitative rather than quantitative considerations and the
former will take some time to establish.

The development of an appropriate set of indicators for evaluation of
programs would be established only over time after lengthy
consultations.

Program budgets have been developed in 1984-85 for central resources
programs. It is not expected that school programs will be fully
developed until approximately 1989-90.

FPurther audit comment and response by Ministry

While the responses provided by the Ministry were regarded by audit to
be generally satisfactory, audit considered that the matters dealing
with timing of payments of grants and education allowances to schools
should be given further attention. In particular, audit believed that
an evaluation of the costs/benefits of the audit suggestions vis-a-vis
current procedures should be carried out. Audit also recamwnended that
it would seem appropriate for the Department of Management and Budget
to provide comrents fram a central financial management viewpoint on
the 2 issues.

In response to this further audit comment, the Ministry advised that
the additional administrative costs involved in establishing and
maintaining grant payments to Government schools on a monthly basis,
as proposed by audit, would be small. The extra cost would be
outweighed by the interest gains accruing to the Government, on the
assumption that grant levels are not increased to compensate schools
for losses in investment earnings.
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3.7.8

3.7.9

3.7.10

3.7.11

The Ministry also indicated that the administrative costs associated
with converting non-Government schools' grants to a monthly basis
would also be small, The October quarterly payment is the only one
with an advance element and, in this context, interest gains would
accrue to the Government fram a change in arrangements. However, the
Ministry again considered that the audit proposal would lead to higher
grant claims to offset the losses in investment earnings.

On the question of educational allowances, the Ministry advised that
1ts vecently established allowances and grants unit would provide an

enhanced organisational enviromment to implement a grants/allowances
merger.

In view of the far-reaching implications of any change to existing
grant arrangements, the Ministry agreed that the attitude of the
Department of Management and Budget in this matter was crucial.

Analysis of debtors at 30 June 1985

At 30 June 1985, outstanding debts due to the Ministry were as
follows:

Less than 3-12 Over 12
Type of debt Amount 3 months months months
$ $ $ $

Secondment
of teachers 1 082 620 919 086 101 720 61 814
Broken bonds 5 416 799 5 416 799
Salary o
overpayments 886 852 Not aged by Ministry
Supply branch
debtors 504 991 461 329 43 662
Lease
rentals 58 336 11 120 28 231 18 985
Fencing
charges 13 067 546 6 146 6 375

TOTAL 7 962 665 1 392 081 179 759 5 503 973
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Comments on some of the debt categories are furnished below:

(1) Secondment of teachers - $1 082 620

These debts represent the recoupment of salaries and certain
associated on-costs of Ministry teachers released to colleges,
universities, Government organisations and the private sector.
Recoupments by the Ministry in 1984-85 for seconded teachers totalled
$5.5 million.

Debts due for seconded teachers have decreased substantially fram
$2 027 672 at 30 June 1984 to $1 082 620 at 30 June 1985 due to
changed billing procedures adopted by the Ministry since 1 July 1984,
Fram that date, secondee organisations have been billed in advance of
the secondment rather than when the secondment is completed.

An audit review carried out in this area during the year revealed that
the Ministry applied a rate of 25 per cent of salaries to cover on-
costs of seconded teachers. The on-costs comprised:

Per Cent
Superannuation 15
Payroll tax 6
Workers compensation insurance 2
Sick leave, long service leave and
recreation leave 2
25

Audit noted that this on-cost percentage had remained unchanged for
over 5 vyears. Audit recammended that the Ministry carry out a review
to determine whether the current on-cost charge was still adequate to
recoup all the salary related costs.

In response to the audit recommendation, the Ministry stated that this
on-cost rate applied to all administrative units, and had been
determined by the Department of Management and Budget. The rate could
be varied only on the official advice of that Department.

Audit considers a review of this rate is overdue.

(2) Broken bonds - $5 416 799

The practice of awarding studentships ceased same years ago. These
particular debts resulted fram breaches of studentship agreements. Ex-
students repay their debts either by instalments or by providing
approved alternative services.

My previous reports have included camment on the inadequate monitoring
procedures within the Ministry relating to non-campliance hy ex-
students with ocertain conditions of studentship agreements and the
absence of regular follow-up action to collect repayments due under
the agreements. In 1983 a working party camprising representatives of
the Ministry and the Department of Management and Budget examined the
issues raised and made certain recommendations.
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During 1984-85, a review of procedures relating to the recording and
collection of broken bond debts was carried out by the audit and
review unit of the Ministry., In its report the unit acknowledged that
overall there had been significant improvement in the collection and
follow-up procedures for broken bonds.

(3) Salary overpayments - $886 852

These debts represent recoupment of salary overpayments to teachers,
public servants, cleaners and professional staff of the Ministry.

Factors contributing to salary overpayments by the Ministry include:

(i) delays in notification by school principals of changes to
teachers' entitlements e.g. <cessation of allowances or duty,
exhaustion of sick leave credits, etc;

(ii) problems inherent in arrangements involving the extended
engagement of emergency teachers; and

(iii) administrative errors associated with the handling of a very
large payroll.

An audit review of procedures relating to the incidence and control of
salary overpayments was carried out during the year. The major
matters cawmnicated to the Ministry on the results of the review,
together with the Ministry's responses, are summarised below:

(1) To achieve a reduction in overpayments, audit recammended that a
reminder notice be forwarded to all school principals stressing the
need to provide Head Office with accurate and timely information on
matters affecting the calculation of salaries and wages. This notice
would be in addition to the annual reminder published in the Education
Gazette.

The Ministry stated that its policy criteria for control of
overpayments would be published in the personnel procedures manual,
presently under review.

(2) The responsibility for the follow-up of overpayments lies with
the sub-section of the payroll unit which handles the payroll records
of the employee concerned. This approach leads to an ad~hoc follow-up
process which, because of on—going payroll responsiblities of each sub
—section, very often is accorded a low priority. It was recammended
that the responsibility for follow-up action on salary overpayments be

centralised.

The Ministry advised that a cambined leave/payroll unit was
established in its personnel and industrial relations branch in
November 1985. This unit merged staff fram the accounting services and
leave sections and should result in improved administration and

monitoring of overpayments.
(3) Audit recammended that periodic ageing reports on overpayments be
developed. This would enable management to monitor more closely

progress being made in finalising long outstanding cases and ensure
that resources were being allocated to follow-up the larger

overpayments.
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3.7.15

3.7.16

3.7.17

3.7.18

In its vresponse the Ministry advised that ageing outstanding
overpayments was a meaningful guide to recovery practices. However the
Ministry indicated there were several constraints which often i.rnpgded
speedy recovery e.g. the exercise of rights of appeal against
recoveries, recovery of large overpayments over long periods, and
sensitivity of recovery action.

The Ministry also stated that an initial priority for the new
leave/payroll unit was to review policies relating to current recovery
practices. This would include an assessment of the degree of priority
to be directed towards recovering the various types of large

overpayments.

Stores held by Government Printing Office on behalf of Ministry

The Victorian Government Printing Office produces and sells numerous
publications on behalf of the Ministry. These publications remain
under the control of that Office Transactions relating to the cost of
production of the publications and revenue fram their sales are
recorded in the Government Printing Office Working Account, a trust
account within the Public Account.

The total value at normal selling price of Ministry publications held
by the Governmment Printing Office at 30 June 1985 was $798 107.

The Office supplies the Ministry with regular financial reports on new
publications, stock sales, stock on hand, etc. An audit review of
information on publications held at 30 June 1985 revealed several very
slow moving items with substantial stocks on hand. Some examples of
these are given below:

Stock ledger

balance Issues Issues

30.6.85 1983-84 1984-85
Curriculum Guide
SES Geog - 3 4 396 33 55
Curriculum Guide
SES Geog - 4 3 974 4 36
Maths - Section F 6 948 599 213
Fractions

It appeared to audit that limited use was made at the Ministry of the
stock reports provided by the Government Printing Office.

In view of the costs involved in the production and storage of the
publications, audit recammended that the Ministry review its
arrangements with the Govermment Printing Office in this area with the
aim of:

(1) controlling, through ascertaining potential sales demand, the
level of funds required for production of publications;

(2) reducing the storage space required to store publications; and

(3) ensuring that the Ministry makes optimum use of the financial
reports supplied by the Govermment Printing Office.
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3.7.20

3.7.21

3.7.22

3.7.23

3.7.24

Response by Ministry

The establishment of a board of survey has heen recommended to assess
the stocks in the three examples cited and for numerous other
publications.

Monthly meetings are held between personnel of the curriculum branch,
finance section and the Government Printing Office to ascertain likely
sales levels and printing requirements for existing publications.

Review of general ledger and accounts payable system (FM80)

The Ministry implemented its camputerised FM80 system in July 1984.
The system performs a range of accounting functions including payment
of accounts and maintenance of the general ledger. Payments processed
by the system in 1984-85 averaged approximately $38 million per
month.

During the year, audit conducted a review of certain aspects of the
system's operations. The review centred on the following areas:

. verification of the accuracy of creditors of the Ministry at
30 June 1985;

. evaluation of the system's operating procedures; and

. assessment of the extent to which input, processing and output
controls provide assurance as to accuracy and campleteness of

processed data.

The audit tests of creditors of the Ministry at 30 June 1985, as
camputed by the system, proved satisfactory.

Control weaknesses or suggested control improvements reported by audit
to the Ministry on the results of the review, together with Ministry
responses, are summarised below:

(1) A 1lack of segregation of duties where accounting services staff
perform the work of camputer operators on a rotation basis. This
arrangement introduces a degree of risk in that the segregation of
duties between users and operators is removed which could result in
unauthorised manipulation of data.

In its response the Ministry expressed the view that whilst it is
desirable to have staff employed full time as computer operators, the
current work load associated with operating the camputer does not
justify a person being involved full time on certain shifts. However,
following the current upgrading of the system and the introduction of
additional functions, it may be possible to have full time operators,
preferably drawn fram camputer services staff.

(2) A lack of adequate maintenance controls was evident in relation
to system problems and requests for enhancements to the system. This
position could result in important authorised changes to the system
not being properly implemented, outstanding problems remaining
unresolved or unauthorised changes not detected.
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3.7.26

The Ministry advised that system problems and enhancement reque§ts
were reviewed and priorities allocated by the Finance and Accounting
Steering Camittee,

Where computer system officers have access to, and where necessary
have had to amend production data files outside the system, a full
audit trail of before and after data was produced.

(3) Non-use of an important system control feature which can restrigt
specific display temminals to selected functions eg data entry. This
arrangement would enhance the security of the system.

The Ministry considered that care must be taken in using security
features as over-use can unnecessarily restrict normal access and
cause delays and processing problems. However the Ministry indicated
that a review will be conducted to determine if additional security is
justified and not overly restrictive.

(4) Better control could be exercised over access to the camputer
system outside normal working hours so as to guard against possible
unauthorised access.

The Ministry stated that the use of control features to restrict
access to the system outside working hours will be addressed as part
of the review of the security procedures mentioned in (3) above.

{5) Potential existed for a more complete management/audit trail to
ensure all transactions can be traced through the system., An enhanced
management audit trail could be achieved through maintenance within
transactions of information on transaction type, operator's
identification and station etc.

The Ministry indicated that the inclusion of the operator's
identification is an unnecessary duplication of data. However, no
decision has been taken on the other classes of information
recamended by audit.

POST-SECONDARY EDUCATION INSTITUTIONS
Introduction

The post-secondary education sector in Victoria camprises the
following 2 categories of institutions:

. the 4 universities within the State, namely, Deakin University, La
Trobe University, Monash University and the University of Melbourne;
and

+ the 17 colleges of advanced education (C.A.E.s) and 31 colleges of
technical and further education (T.A.F.E. colleges), subject to the
provisions of the Post-Secondary Education Act 1978.

Financial operations

In my Fourth Reports for 1982-83 and 1983-84, I included camment on
the absence of camprehensive reporting to Parliament on the financial
operations of the post-secondary education sector. My reports
identified the 2 principal elements of the sector's lack of financial
accountability to Parliament as being:
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3.7.28

3.7.29

3.7.30

. the absence of an annual consolidated report to Parliament on the
financial operations of post-secondary education institutions; and

. the absence of legislative provisions for the tabling of audited
financial statements in the Parliament by all C.A.E.s and T.A.F.E.
colleges. :

Recammendations for urgent review action in the areas were included in
my reports.

It is pleasing to report that during 1985 the Treasurer initiated
action aimed at overcaming the above deficiences in the accountability
of post-secondary education institutions. Further camment on this
action is given in paragraph 3.7.31.

For 1984-85, I have continued the practice, cammenced in 1982~83, of
including within my report summaries of the total financial operations
for universities, C.A.E.s and T.A.F.E. colleges. The following table
sumarises the sector's financial operations for the 1984 calendar
year and illustrates the magnitude of public funds expended by the
sector:

Accum'’d Income Expend~ Surplus/ Accum'd
Funds (1) Govt Other iture Deficit Funds (1)
31.12.83 Grants 31.12.84
Smill. Smill  S$mill. Smill. Smill. Smill.
Univer-
sities 83.7 301.6 71.4  359.3 13.7 97.4
(2)
C.A.E.s 32.2 273.3 39.1 311.0 1.4 33.6
(3)
T.A.F.E.
colleges 21.2 204.5 19.2 218.7 5.0 26.2
(4)
Totals 137.1 779.4 129.7 889.0 20.1 157.2

(1) Includes reserves held as assets, unexpended grants, trust moneys
or endowments held for specified purposes.

(2) See Table 1 to this section for further details on universities.
(3) See Table 2 to this section for further details on C.A.E.s.

(4) See Table 3 to this section for further details on T.A.F.E.
colleges.

Working party on implementation of the Annual Reporting Act 1983 (Post
-Secondary Education Institutions)

As indicated in an earlier paragraph, my FO\:lrth Reports fgr t‘:he
previous 2 years have called for urgent review of the existing
financial reporting framework of C.A.E.s and T.A.F.E. colleges and for
the preparation of an annual consolidated report on the financial

operations of post-secondary education institutions.
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During 1985, the Treasurer initiated a course of action which pramises
to remedy the deficiences in the post-secondary education sector
identified by audit. The Treasurer determined that post-secondary
education institutions should be brought within the ambit of the
Annual Reporting Act 1983 for financial reports relating to the
calendar year 1986. Following this decision, the Minister requested
the Victorian Post-Secondary BEducation Cammission to establish a
working party to provide advice on appropriate reporting standards for
post-secondary education institutions.

The working party established by the Cammission camprises
representatives fram all sections of the post-secondary education
sector, namely, universities, C.A.E.s, T.A.F.E. colleges, the T.A.F.E.
Board and the Comission. In addition representatives of the
Department of Management and Budget and my Office attend meetings of
the working party in advisory and observer capacities respectively.
The working party has met regularly since October 1985 and expects to
submit a final report to the Minister by May 1986.

I look forward to the results of the working party's deliberations and
early designation of post-secondary education institutions as bodies
subject to the Annual Reporting Act 1983.

Deakin University

Formation of companies

Since its establishment, the University has formed 3 limited
campanies, namely, Deakin Institute for Studies in Education Limited,
Deakin University Foundation Limited and Durac Limited. Audit has
cammented to the University in previous years on an apparent absence
of legislative authority for the University to establish campanies,
and an absence of accountability of such bodies to Parliament in that
their accounts were not subject to audit by the Auditor-General.

During the year the Deakin University Act 1974 was amended to give the
University power to form, participate in or be a member of a limited
campany whose objectives complement those of the University. The
amending legislation also provided retrospective authority for the
University to establish and conduct the 3 above mentioned campanies.

With respect to the financial reporting and audit provisions relating
to campanies, the University is now required to include within its
annual report a copy of the accounts of any limited campany it becames
associated with in temms of the legislation. The Act also provides
legislative authority for the Auditor-General to conduct an annual
audit of such campanies.

The legislative framework described above for campanies associated
with Deakin University was also embodied in enabling legislation of
Monash University. Similar amendments were recently incorporated in
the University of Melbourne's legislation. The 2 latter universities
have not yet became associated with limited campanies under the terms
of their respective statutes.
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University of Melbourne

Qualification of financial statements

The financial statements of the University were qualified on the
grounds that certain investments of the Academic and Staff Retirement
Fund could not be independently verified by audit. These investments,
which totalled $2.6 million, were held in the name of a fund manager
and were included in the accounts on the basis of statements furnished
by the fund manager.

Transfers to Superannuation Scheme for Australian Universities

During 1983 and 1984, a significant number of members of the
University's superannuation schemes elected to transfer to the
Commonweal th-operated Superannuation Scheme for Australian
Universities (S.S.A.U.). Assets of the schemes at the University were
transferred to the S,S.A.U. in proportion to the accrued entitlements
of the transferring members as actuarially determined at 30 September
1984, the agreed transfer date.

Funds transferred to the S.S.A.U. in 1984 were as follows:

$
Academic Staff Retirement Fund 44 081 288
Samuel Gillott University Provident Fund 24 275 549
Staff Retirement Fund 198 060
68 554 897

Monash University

Qualification of financial statements

The 1984 financial statements of the University were qualified on the
grounds that investments totalling $101 million could not be
independently verified by audit. These investments were held in the
name of fund managers and were included in the University's annual
accounts on the basis of statements furnished by the fund managers.

Chisholm Institute of Technology

Caulfield Plaza Shopping Centre

(1) Purchase of Centre

In July 1984 the Institute purchased a property.ca'nplex known as the
Caulfield Plaza Shopping centre costing $2:375 million., The property
consists of a supermarket and 14 shop locations.

In pursuing negotiations for the purchase, of the property, tt'me
Institute's fundamental objective was to acquire vacant possession in
order to consolidate the western boundary of its Caulfield campus and
to alleviate acute accamnodation pressures, Initial intentions of _the
Institute were to utilise the property for student and cawnunity-

oriented purposes.
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During the course of negotiations, there were indications that the
Institute's aim of vacant possession of the Centre was attainable.
However, in December 1983, the Institute was advised that the lessee
occupying the supermarket which constitutes approximately 73 per cent
of the property area had decided to remain at the location. Following
consideration of this development, the Institute reaffimmed its
interest in acquisition of the Centre, having regard to its strategic
position in future campus development. The Institute was subsequently
successful in achieving acquisition.

lease arrangements relating to the supermarket, which were not
affected by the change of ownership of the Plaza, include a lease term
of 25 years expiring in the year 2008 with two 5 year renewal options.
The Institute is obligated under such arrangements to, inter alia,
maintain the Plaza as an attractive drive-in shopping centre. In these
circumstances, it seems very probable that the Institute will be
involved in management of the Centre as a commercial venture for a
significant period of time.

(2)  Recoup of outgoings

The Institute recoups fraom lessees the costs of operation and
maintenance of the Plaza on the basis of the percentage of leased
space. Recoups are detemined according to estimated outgoings for
each lease year ending 31 July, with an adjustment effected when
actual costs are known.

An examination of records relating to the lease of the supermarket
disclosed that payments for outgoings (included with each month's
rental remittance) were still being based on the estimated outlays for
the July 1984 lease year i.e. the basis which applied at the time of
purchase of the Plaza by the Institute. In effect, this basis for
recoup of outgoings was 2 years in arrears.

The Institute has since taken action to update the data used for the
recoup of outgoings.

(3) Services by Institute staff to a lessee at the Plaza

In February 1985, the then Director of the Institute approved the
secondment of the Manager of the Institute's catering department to a
tenant at the Plaza Centre for the period 1 January 1985 to
31 December 1986. Under this arrangement, the Institute is responsible
for the payment of salary and related charges to the secondee and for
the recoup of such costs on a monthly basis fram the lessee.

This arrangement does not appear to have been formally approved by the
Institute's Council. Furthemmore, audit was informed that fram time
to time, Institute staff, other than the secondee, provided assistance
to the 1lessee when staff shortages were experienced at the leased
premises, the cost of such services not being reimbursed to the
Institute.

Audit recammended to the Institute's Council that it examine all

arrangements relating to the provision of services by Institute staff
to the particular tenant,
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TECHNICAL AND FURTHER EDUCATION BOARD

Preparation of financial statements

The Technical and Further Education Board was established on 1 July
1980 under the provisions of the Post-~Secondary Education Act 1978.

Fram 1 July 1980 to 12 July 1983, the financial operations of the
Board were administered by the Victorian Post-Secondary Education
Camnission. Under the terms of amending legislation, the Post-
Secondary Education (Amendment) Act 1983, the Board assumed
responsibility for its own operations from 13 July 1983.

Due to accounting problems the Board did not submit for audit signed
financial statements covering its initial reporting period (13 July
1983 to 30 June 1984) until February 1985. Following review by audit,
a number of changes to the statements were recommended to the Board.
Revised statements were not finalised by the Board until June 1985,
The audit on these statements was completed in September 1985.

During the course of the initial inspection of the Board's accounts,
audit stressed to the Board the importance of finalisation of annual
accounts on a timely basis.

An audit of the accounts of the Board for the year ended 30 June 1985
was cammenced in mid-October 1985 following receipt on 25 September of
the Board's financial statements for the year. However, because of the
incamplete state of the financial records, it was necessary to
withdraw the audit stafef.

Details of the major problems encountered by audit were formally
camunicated to the Board. In November 1985, the Board advised audit
of a number of steps it was taking to overcame its accounting
problems, At the date of preparation of this report, the Board's
corrective action was still in course and, as such, no further audit
work has been carried out on the 1984-85 accounts.

Qualification of 1984 financial statements

The financial statements of the Board for the period ended 30 June
1984 were qualified on the following grounds:

(1) Separation from Victorian Post-Secondary Education Commission
(VPSEC)

e —————

As mentioned earlier, the operations of the Board were formmally
separated fram VPSEC on 13 July 1983. However, for administrative
purposes, VPSEC deemed the separation to be effective fram 1 July
1983. As a consequence, incawe and expenditure transactions relating
to the Board for the period 1 July to 12 July 1983, which legally were
transactions of VPSEC, were recorded in the Board's accounts.

(2) Advances to regional boards

During the period ended 30 June 1984, the Board provided its various
regional boards with advances for recurrent purposes, and grants for
approved programs and projects. In nmost cases, the Board recorded
funds provided to regional boards as expenditure, although at 30 June
1984 certain amounts remained unspent in the books of these boards.
audit considered that the amounts unspent at regional boards at
balance date should not have been reported as expenditure of the Board
for the period. 61



VICTORIAN UNIVERSITIES ADMISSION COMMITTEE

Financial operations

3.7.50 As there is no requirement for the Committee to present audited
financial statements to Parliament, the financial operations of the
Cammittee for 1984-85, compared with 1983-84, are summarised below:

1984-85 1983-84

$ $
Incame 671 509 593 895
Expenditure 630 515 589 378
Surplus 40 994 4 517

Net assets of the Camittee at 30 June 1985 were $70 226 (30 June
1984, $29 232).

Status Report

Status at date of
preparation of

Report Page Subject this report

Ministry of Education

October 77 Bducation allowances for Statutory

1982 certain students' needs are declarations of
not verified in respect of enrolment numbers
registered schools. are obtained fram

the schools,The
Ministry does not
consider it
desirable to carry
out enrolment checks
in these schools.

80 In respect of capitation Statutory
grants paid to non-Government declarations of
schools, enrolments were enrolment numbers
accepted without verification. are obtained fram

the schools. The
Ministry does not
consider it
desirable to carry
out enrolment
checks in these

schools.
Second 47 Generalised Education Network The majority of
Report Information and Utility System issues raised have
1982-83 (GENIUS) - various issues been finalised.

raised in an audit discussion
paper on a review of the
payroll sub-system,
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Report

Fourth
Report
1982~83
Fourth
Report
1984-85

Fourth
Report
1982~-83
Fourth
Report
1984-85

Fourth
Report
1982-83
Fourth
Report
1984-85

Page

48

48

97

57

97

55

97

56

Subject

Ministry of Education (cont.)

Inadequate monitoring
procedures relating to
campliance by students with
certain conditions of
studentship agreements. No
regular follow-up action to
collect repayments due under

the agreements.

State primary school councils -
responsibility for receiving
and reviewing financial
statements of State primary
school councils should rest
with the Ministry. Substantial
number of councils not meeting
legislative requirements to
have accounts audited and
forwarded to Auditor-General.

Post Secondary Education

Institutions

Lack of adequate accounting
expertise and resources in

T.A.F.E. colleges.

Lack of reporting to Parliament
by colleges of advanced
education and T.A.F.E, colleges,
and lack of information for
Parliament on overall

financial operations of
tertiary and T.A.F.E.

educational areas.

Inadequacies in form and

content of financial
statements.
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Status at date of
preparation of

this report

Position has
generally improved,
Additional
caments, refer
paragraph 3.7.12.

The Ministry
anticipates that
legislative
arendments making

it responsible for
receiving financial
statements will
shortly be
introduced into
Parliament. The
position concerning
outstanding audited
financial statements
has improved due to
follow-up efforts of
the Ministry.

Further improvement
noted by audit in
this area.

Corrective action
in course. Refer
additional
comments,
paragraphs 3.7.26 -
3.7.29.

Correction action
in course. Refer
additional
camnents,
paragraphs 3.7.30 -
3.7.33.



TABLE 1

Universities -~ Year 1984

Accumulated Accumulated

unds Income unds
Universities 31.17.1983 Govt. Grants Other Expenditure Surplus 31.17.1984

3 $ 3 ] ¥ |

Deakin (and associated

(canpaMes 2 783 181 24 446 700 4 692 662 28 894 211 245 151 3 028 332
LaTrobe 1 575 946 49 402 159 5 093 854 53 968 066 527 947 2 103 893
Melbourne . 57 891 493 134 844 679 39 558 111 164 145 301 10 257 489 68 148 982
Monash 21 487 933 92 972 007 22 061 761 112 391 066 2 642 702 24 130 635
Total 83 738 553 301 665 545 71 406 388 359 398 644 13 673 289 97 411 842

N.B. These figures are compiled from financial statements prepared on a modified accrual basis. Revenue
includes grants for capital as well as recurrent purposes. Expenditure includes both capital and

recurrent outgoings,

TABLE 2
Colleges of Advanced Education - Year 1984
Accumulated Accumulated
unds Income Surplus/ unds
College 31.12.1983 Govt. Grants Other Expenditure (Eefgcit) 31.17.1984
3 3 $ -3 H )
Ballarat 1170 733 10 380 900 1 589 244 12 134 589 (164 445) 1 006 288
Bendigo 880 933 10 313 400 2 029 692 12 757 099 (414 007) 466 926
Chisholm 2 877 153 25 903 400 4 367 257 31 124 610 (853 953) 2 023 200
Footscray 891 618 17 083 500 2 591 082 18 264 188 1 410 394 2 302 012
Gippstand 726 032 13 149 254 1 474 797 14 340 546 283 505 1 009 537
Hawthorn 558 752 7 319 000 1 060 945 9 140 655 {760 710) {201 958)
Institute of Catholic :
Education 712 741 6 721 400 671 286 7 300 931 91 755 804 496
Lincoln Institute of
Health Sciences 1 611 064 11 714 000 687 610 12 157 414 244 196 1 855 260
Melbourne 817 189 19 125 000 2 911 7112 21 858 461 178 251 995 440
Phillip 3 407 778 20 684 000 3 624 660 24 638 895 (330 235) 3 077 543
R.M.I.T. Ltd 8 220 030 53 618 260 5 714 527 57 880 572 1452 215 9 672 245
Swinburne Ltd 3 767 111 24 969 000 2 346 531 27 539 585 (224 054) 3 543 057
Victoria 2 735 921 29 668 000 2 169 314 32 487 930 (650 616) 2 085 305
Victorian College of
the Arts 330 738 4 633 000 1 394 208 5 774 996 252 212 582 950
Victorian College of
Pharmacy Ltd 1334 114 3 518 000 1170 119 4 446 540 241 579 1 575 693

Victorian College of
Agriculture and

Horticulture 1 827 421 8 805 425 4 762 448 12 555 499 1 012 374 2 839 795
Warrnambool 341 443 5 731 700 493 362 6 614 863 (389 801) ( 48 358)
Totals 32 210 71 273 337 239 39 058 794 311 017 373 1 378 660 33 589 431

N.B. These figures are compiled from financial statements prepared on a modified accrual basis. Income
includes grants for capital as well as recurrent purposes. Expenditure includes both capital and
recurrent outgoings.
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Colleges of Technical and Further Education - Year 1984

TABLE 3

Accumulated Accumulated
unds Income Surplus/ unds
College 31.[;.1983 Govt. Grants Other Expenditure eficit) 31.12.1984
H } 3
Batman Automotfive * 211 818 4 196 909 163 161 4 149 116 210 954 422 772
Bendigo (38 832) 5 110 188 761 531 5 391 706 480 013 44] 181
Box Hiil * 1 521 488 18 963 843 1 478 647 20 705 509 (263 019) 1 258 469
Collingwood 535 741 9 894 035 938 210 10 816 421 15 824 551 565
Dandenong * ‘ 217 794 7 524 217 851 418 8 839 031 (463 396) (245 602)
Flagstaff *(2) 289 153 2 749 441 382 007 3 169 900 (38 452) 250 701
Footscray * 170 449 15 856 478 1 840 759 16 224 064 1473173 1 643 622
Frankston 401 451 10 079 380 1 082 782 11 979 712 (817 550) (416 099)
Gordon * 71 675 10 372 784 1211 711 10 949 016 635 479 707 154
Holmesglen 2 252 044 8 357 266 1 043 893 9 168 564 232 595 2 484 639
Melbourne College of
Decoration * 183 263 2 977 602 144 443 3 081 188 40 857 224 120
Melbourne College of
Printing and Graphic
Arts * 291 183 3 240 721 154 971 3 720 667 (324 975) (33 792)
Melbourne College of
Textiles 122 625 2 923 854 563 432 3 357 847 129 439 252 064
Moorabbin 1135 175 9 125 940 932 739 9 122 058 936 621 2 071 796
Newport * (80 172) 2 846 274 256 653 2 804 662 298 265 218 093
Prahran 197 395 5 796 543 451 357 6 319 790 (71 890) 125 505
Preston * (514 621) 14 092 609 1 840 395 15 325 581 607 423 92 802
Richmond - 603 199 4 342 725 137 153 4 519 352 (39 474) 563 725
R.M.I.T. Ltd 925 843 29 211 943 1 000 936 28 310 354 1 902 525 2 828 368
Shepparton * 178 004 5 213 670 738 218 5 480 712 471 176 649 180
Sunraysia 1 239 971 3 655 530 659 394 5 193 758 (878 834) 361 137
Swinburne Ltd 605 226 7 908 816 167 508 8 606 113 (529 789) 75 437
School of Mines and
Industries Ballarat
Limited (3) 8 926 024 6 416 647 556 359 6 471 827 501 179 9 427 203
Wangaratta 167 334 2 470 585 242 424 2 712 628 381 167 715
Warrnambool (4) 161 576 883 933 57 718 947 405 (5 754) 155 822
Whitehorse (5) 419 052 304 388 6 861 202 607 108 642 527 694
William Angliss * 414 329 4 407 773 1 214 582 5 557 810 64 545 478 874
Yallourn * 653 463 5 595 633 335 583 5 601 684 329 532 982 995
Totals 21 261 650 204 519 727 19 214 845 218 729 082 5 005 490 26 267 140
(1) Figures in respect of Colleges marked (*) are subject to audit.
(2) Formerly called the Melbourne College of Hairdressing.
(3) Funds at 31 December 1984 comprise: Recurrent funds (68 965)
Non-recurrent capital reserve g_igg_lgg
9 427 203

(4) The Warrnambool College of T.A.F.E. was formally established as a separate post-secondary education
1984, Opening accumulated funds shown in the table represent net assets of
the then T.A.F.E. division of the Warrnambool College of Advanced Education which were taken over
by the new College on 4 July 1984,

institution on 4 July

(5) Figures are for the month of January 1984, This College was amalgamated with the Box Hill College

of T.A.F.E., effective from 1 February 1984.

N.B. The above figures are compiled from financial statements prepared on a modified accrual basis.
Income includes grants for capital as well as recurrent expenses. Expenditure includes both capital and

recurrent outgoings.



3.8

3.8.1

EMPLOYMENT AND INDUSTRIAL AFFAIRS

The Minister for Employment and Industrial Affairs is responsible for
the administration of the following entities audited by the Auditor-
General:

. Construction Industry Long Service Leave Board
. Department of Employment and Industrial Affairs
. Hairdressers Registration Board

Progress of Audit

ntities Financial Legistative Reporting Date Financial| Date Further Reference/Camment in this Report
Year Deadline Staterents Auditor-General 's
Ended Signed Report Signed
Completed Audits
Construct jon Industry 30 June 31 March. Construct ion 20 August 17 Decarber Qualified opinion issuved, refer paragraph
Long Service Leave 1985 Industry Long Service Leave 1985 1985 3.8.2.
Board Act 1983 (S.8). No date specified
Department of 30 June 30 Septeamber. Annual Reporting 15 October 31 October
Emplqment and 1985 Act 1983 (5.8). Treasurer granted 1985 1985
Industrial Affairs extension to 31 October
Hairdressers 31 Decarber | Hairdressers Registration Act 23 October 2 Noveber
Registration Board 1984 1958 (S.10) 1985 1985
Audit Observations and Recommendations
CONSTRUCTION INDUSTRY LONG SERVICE LEAVE BOARD
Qualification of financial statements
3.8.2 The financial statements of the Board were qualified on the grounds of

the accounting treatment applied by the Board to the switching of
fixed~interest investments. Under this treatment, investments acquired
under switching arrangements are recorded at the book value (plus
accrued interest) of investments sold, As a consequence of this
treatment, the Board does not report losses or gains arising fram
switching transactions in the revenue statement, and the true cost of
investments acquired under switching atrrangements is not reflected in
the accounts.,

Audit 1is of the opinion that the Board should report losses or gains
arising fram switching transactions in the revenue statement and that
the true cost of investments acquired under switching arrangements is
their market value at the time of purchase.

Although the number of switches arranged by the Board fell fram 8 in
1983-84 to 5 in 1984-85, insufficient information within the Board's
records on the market value of securities exchanged during 1984-85
prevented assessment by audit of the resultant impact on both the
operating surplus for the year and the item Investments in the
statement of assets and liabilities.
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Status Report

Status at date of

preparation of this
Report Page Subject report

Construction Industry Long
Service lLeave Board

December - 6 Accounts do not disclose Position unchanged.
1982 gains or loss on sales or Refer paragraph
switches of irwvestments at 3.8.2.

the point of sale.

Fourth 17
Report
1092-83

Fourth 11

Report
1983-84
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ETHNIC AFFAIRS

3.9.1 The Minister for Ethnic Affairs is responsible for the administration
of the Bthnic Affairs Cownission audited by the Auditor-General.
Progress of Audit

Entities Financial Legislative Reporting Date Financial | Date Further Reference/Cament in this Report

Year Deadline Staterents Auditor-General ‘s
Envied Signed Report Signed

Completed Audits

Ethnic Affairs 0 June 30 September. Annual Reporting Act | 12 Septarber 24 Septerber

Commission 1985 1983 (S.8) 1985 1985
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3.10

HEALTH

3.10.1 The Minister for Health is responsible for the administration of the
following entities audited by the Auditor-General:

Cancer Institute Board

Dietitians Board of Victoria

Health  Department Victoria (formerly Health Commission of
Victoria)

Optometrists Registration Board

Victorian Nursing Council

Organisational Change

3.10.2 Health Commission of Victoria became the Health Department Victoria on

26

August 1985 pursuant to the provisions of the Health Amendment Act

1985.

Progress of Audit

{ ! |
Entities Financial tegislative Reporting § Date Financial Date " Further Reference/Cament in this Report
Year Deadline Staterents © Puditor-General ‘s ;
Ended Signed : Report Signed

Completed Audits

i
{Health Department

30 June 30 Septerber. Anmual 12 Septewber 23 September Refer paragraphs 3.10.8 - 3.10.26.

Victoria 1985 Reporting Act 1983 (S.8) 1985 | 1985
Cancer Institute Board 30 June No date specified. 19 Septetber . 18 October Financial opinion issued, refer paragraph
1985 Cancer Act 1958 (S.54) 1985 . 1985 3.10.7. Additional comrents, refer

'Dietitians Board of

; paragraphs 3,10.3 - 3.10.6.

30 June 30 Septerber, 15 Septamber 22 October
ial 1985

Act 1958 (S.22)

|
Victoria 1985 Dietitians Act 1981 {5.25) 1985
Victortan Nursing Council 30 June 31 October. Murses 25 October 29 October ;
1 Act 1958 (5.40) 1985 1985 {
Optametrists Registration 30 Jdue 30 Septarber. 4 October 22 Octover !
Board 1985 Optometrists Registration 1985 1986 ’
i
i

Audit Observations and Recommendations

CANCER INSTITUTE BOARD

Financial operations

3.10.3 The annual report of the Cancer Institute Board is not required to be
tabled in Parliament. The financial operations of the Board for 1984-
85, campared with 1983-84, are sumnmarised as follows:
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3.10.4

3.10.5

3.10.6

3.10.7

3.10.8

3.10.9

3.10.10

1983-84 1984-85

$000 $000
Incane 30 199 33 195
Expenditure 31 808 34 785
Deficit before abnormal items 1 609 i 590
Add abnommal items 1 625 62
Deficit after abnormal items 3 234 1 652

The main source of the Board's income was derived fram the Health
Department Victoria.

Abnormal items camprise adjustments relating to previous years
concerning expenditure of $347 893 for depreciation ($602 627, 1983-
84) and income of $285 444 ($332 111, 1983-84) representing
adjustments to the Health Commission grant. Also included in 1983-84
figures were adjustments for annual leave of $1 354 270,

Net assets of the Board at 30 June 1985 were $31 070 178 (30 June 1984
$29 608 580),

Qualification of financial statements

The Board's financial statements disclose an amount of $428 877 shown
as private practice incame. This sum represents moneys due fram
private practioners for use of the Board's facilities. The financial
statements have been qualified for several years on the qrounds that
audit was unable to verify the full amount of income due to the Board
fram private practice income as the existing agreements do not provide
for access to practioners' accounting records.

HEALTH DEPARTMENT VICIORIA

Pre-school payments

During 1984-85, the Department made payments totalling $48.4 million
to subsidise staffing and operating costs at over 1500 eligible pre-
school centres throughout Victoria.

The payment of the salary component of the subsidy is processed
through a centralised payments system opetated by the Department. This
system enables direct payment of salaries to be made to pre-school
centre employees.,

Audit examination of these centralised procedures revealed:

. inadequate procedures for controlling the receipt, authorisation
and checking of the returns which form the basis of variations to
normal pre-school payrolls;

. a lack of effective edit checks in the camputerised payroll
system, resulting in a large number of rejected input foons and the
production of separate salary chegues to employees who are employed at
more than 1 centre, for the work perfommed at each centre;
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3.10.11

3.10.12

3.10.13

3.10.14

3.10.15

3.10.16

. increased administrative costs incurred due to inefficiencies in
existing procedures, a large number of off-line payments and
overpayments, and resultant reconciliation problems; and

. inadequate procedures to control off-line payments and the
recovery of overpayments.

Audit recammended that a detailed review of the procedures be
undertaken to assess alternative payment methods and to consider
improvements in current cauwputerised and manual procedures.

Home help subsidies

In 1984-85, $20 571 971 was provided to municipalities operating
approved home help services including domestic help for the aged and
infirm, expectant and nursing mothers, and mothers temporarily
incapacitated fram undertaking household duties.

During the year audit examined the current procedures under
departmental guidelines for home help subsidies in a number of
municipalities and in the department. Major audit findings included:

. reliance on the municipal supervisor to assess applicants' needs
without using standard assessment criteria;

. failure to verify applicants' incomes in assessing their ability
to contribute to the costs of the scheme;

. variances between municipalities in the scale of fees charged for
the service;

. lack of a standard policy for the conditions under which
travelling expenses are payable to home helpers and the rates at which
these expenses are paid;

. inadequate reviews to ensure that services were provided within
Departmental guidelines;

. failure by the Department to notify municipalities of changes in
subsidy entitlements; and

. lack of monitoring by Department advisers and accounting staff of
municipal returns.

Aaudit recammended that action be taken to improve the guidelines and
procedures for administering the service.

Response by Department

The Commission claimed that the audit findings did not accurately
represent the procedures in all municipalities and that they
concentrated on financial details and not on the provision of
services,

audit maint§'1ns that the sample was representative and that positive
action is still required to improve current procedures.

71



3.10.17

3.10.18

3.10.19

3.10.20

3.10.21

Reporting and auditing requirements - statutory boards

An auditing review was undertaken of the legislative reporting and
audit requirements of the following 16 public bodies responsible to
the Minister for Health:

Advanced Technicians Qualifications Board
Anti-Cancer Council of Victoria

Cancer Institute Board

Chiropodist Registration Board
Chiropractors and Osteopaths Registration Board of Victoria
Cinematograph Operators Board

Dental Board

Dental Technicians Licensing Cammittee
Dietitians Board of Victoria

Medical Board

Optametrists Registration Board

Pharmacy Board of Victoria
Physiotherapists Registration Board
Plumbers and Gasfitters Board

Victorian Nursing Council

Victorian Psychological Council

The review indicated that there were inadequate and inconsistent
statutory provisions in respect of financial reporting and auditing
requirements. In particular, the review indicated a lack of uniform
legislation concerning:

. the form of financial statements;

. the recipient with wham the financial statements were to be
lodged;

. the year end dates for financial reporting; and

. the audit responsibility for the conduct of an audit: 9 public
bodies required registered campany auditors, 4 required the Auditor-
General, 3 had no specific audit requirements.

Audit recammended that legislative amendments he sought to achieve a
more consistent and effective reporting mechanism for these bodies.

Response by Department

The Department advised that this recommendation was under
consideration by a group reviewing statutory board legislation.

State mental institutions

(i) Differences in charges to patients

In previous reports to Parliament, audit noted that fees to defray
the cost of upkeep were 1levied only on pensioners in those
institutions classified as benevolent hames under the provisions of
the Commonwealth Social Services Act 1947. It was estimated that
additional revenue of $3.8 million per annum would be raised if fees
for upkeep were levied instead on all patients at all mental health
and mental retardation institutions.
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3.10.22

3.10.23

3.10.24

The introduction of the Mental Health (Fees) Regulations 1984 provide
a means for this anamaly to be resolved. However, institutions under
the authority of the Mental Health Division are not yet covered by
the regulations. It is estimated that of the original $3.8 million
additional revenue, approximately $2.6 million per annum remains
uncollected fram patients at these institutions.

Audit therefore recommended that further action be taken to ensure
that fees are levied on patients in all institutions.

(ii) Duplication of administrative procedures

In my Second Report to Parliament for 1983-84 it was noted that
collection of fees by the Comonwealth from patients in benevolent
homes  resulted in unnecessary duplication of administrative
procedures.

Audit considered that removal of the designation benevolent hame
under Commonwealth legislation would eliminate this duplication by
enabling all fees to be collected under the Mental Health (Fees)
Regulations 1984. This would also remove the need for restoration of
subsidies currently made to patients in benevolent homes to offset
differences between the State and Commonwealth rates for maintenance
fees.

Grants to ambulance services

My Second Report to Parliament for 1982-83 detailed the findings of
an audit review of grants paid fram the Hospital and Charities Fund
to ambulance services. The major observations of this review were
that:

(1) a 1976 agreement between the Hospitals and Charities Cammission
and the ambulance services enabled, in part, the establishment of
reserve funds for subsequent use in capital and maintenance
development ;

(2) these reserves enabled the ambulance services to retain and use
substantial funds outside the direct ocontrol of the Health
Camuission;

(3) transfers to the reserves were treated as an expense by the
ambulance services when requesting funding, thereby increasing the
operating and deficit grants payable to the services;

(4) capital purchases by the ambulance services also qualified for
reimbursement by way of capital and special purpose grants; and

(S) the basis of funding calculations was inconsistent with that
applied to other organisations funded fram the Hospitals and
Charities Fund,

Audit therefore ooncluded that there was a need for review of the
1976 agreement.

The Public Bodies Review Committee conducted a review of the

operations of Victoria's ambulance services including, in part,
consideration of my report to Parliament.
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3.10.25

3.10.26

In its 13th report to Parliament (November 1984) the Committee
included recammendations for the restructuring of the financial
management of ambulance services with respect to the budgetary
process, the funding of services and the financial accountability
provided by the services.

The Department is reviewing the recammendations of the Committee.
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Status Report

Report Page Subject
Health Department Victoria

October 96 Expenditure on buildings and

1982 - equipment fram interest earned
on patients' trust account
investments is considered
improper. Specific guidelines
to regulate expenditure
should be established.

Secord 59 The 1976 agreement with

Report ambulance services in

1982-83 relation to funding by the
Cammission should be reviewed.

Second 62 Arrangements at certain

Report psychiatric centres regarding

1982-83 contributions required fram

Second 22 pensioners for upkeep are

Report inequitable compared with

1983-84 arrangements in other
institutions.

Second 22 The collection of fees by the

Report Commonwealth from patients in

1983-84 benevolent homes results in
unnecessary duplication of
administration procedures.,

Second 22 Inadequate controls exist

Report within the free travel scheme

1983-84 to establish the bona fides
of applicants and the
authorisation and accounting
for travel wvouchers. Full cost
of travel being met for
pensioners rather than the
concessional rate.

Cancer Institute Board

Supple- Private practice incame not
mentary verifiable by audit.

Report

1978-79

and

subsequent

reports
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Status at date of
preparation of this

remrt

Position unchanged,
however new
legislation is being
established to
provide guidelines
for this expenditure
fram this source of
funds.

Position unchanged.
Refer additional
caments paragraphs
3.10.22 - 3.10,.26.

Refer additional
camnents paragraph
3.10.21.

Refer additional
cawnents paragraph
3.10.21.

Position unchanged.

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



HOUSING
The Minister for Housing is responsible for the administration of the
following entities audited by the Auditor-General:
. Decentralized Industry Housing Authority
. Director of Housing

. Urban Land Authority

Progress of Audit

Entities Financial Legislative Reporting Date Financial | Date Further Reference/Camment in this Report
Year Deadline Statements fuditor-General 's
Ended Signed Report Signed
Completed Audits
Decentralized Industry 30 June No date specified. 4 Noverber 14 Noverber
Housing Authority 1985 Decentralized Industry 1985 1985
(Housing) Act 1973 (S.16)
Director of Hausing 30 June No date specified. 13 September 23 Septevber Refer paragraphs 3.11.2 - 3.11.9.
1985 Housing Act 1983 (S.12) 1985 1985
Urban Land Authority 30 June 30 Noverber, Urban tand 20 August 27 September
1985 Authority Act 1979 (S.13) 1985 1985

3.11.2

3.11.3

3.11.4

3.11.5

Audit Observations and Recommendations
DIRECTOR OF HOQUSING

Financial statements

The 1984-85 financial statements were signed within 3 months of the
end of the financial year. Prior to 1983-84, this process took up to 8
months. This improvement is the result of positive action taken by
senior management during the last 2 years to streamline the
preparation process of the financial statements. Efforts are currently
being made to reduce this time lapse even further.

The accounting policies and presentation of the financial statements
have also been improved and brought more into line with Australian
Accounting Standards on such matters as depreciation, reserves,
deposits, trust accounts, land vested in the Urban Land Authority and
the death benefit fund.

In addition, work is currently being done to improve the quality of
the infomation contained in the financial statements. In particular,
efforts are being made to incorporate prograr expenditure infomation
into fund statements and to show camparisons of actuals with budgets.

Rental arrears

In the last few years I have reported on the problem of the increasing
rental arrears faced by the Director of Housing (formerly the Housing
Camnission) in its rental operations.
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3.11.6

3.11.7

3.11.8

3.11.9

In recent months rental arrears have risen significantly to $14.9
million at 21 December 1985.

The following table shows the rental arrears position during the last
5 years and at 21 December 1985,

Rental arrears as

Rental a percentage of net
arrears rental income
$ millions %

30 June 1981 3.6 6.4

30 June 1982 4.8 7.6

30 June 1983 6.2 8.6

30 June 1984 6.4 7.6

30 June 1985 8.5 9.0

21 December 1985 14.9 N/A

Response by Director of Housing

. The last 6 months of 1985 were particularly unsettling for the
majority of Housing officers as their job classifications have been
under vreview, This review has particularly affected officers who in
the past have been heavily involved in arrears work.

. The demand for bond assistance and client interviews in regional
offices throughout Victoria has placed increased pressure on resources
at the local level.

. Delays occurred in the conversion of rental accounting and arrears
controls systems to a more advanced system.

Audit Response
aidit maintains that continuous scrutiny of the arrears situation
during the year is warranted. Deterioration in the arrears level

should be given reasonable priority and addressed pramptly at senior
management level,
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Status Report

Status at date
of preparation of

Report  Page Subject this report
Director of Housing
Second. 46 Death Benefits Scheme - Position unchanged.
Report reserve substantially
1983-84 higher than necessary.
Actuarial review
recaommended.

Hame Finance Trust*

May 22 Inadequate controls exist Position unchanged.
1983 over custody and

physical movement of

documents held as security

for loan advances.

Fourth 40 Unsatisfactory follow-up Position unchanged.
Report action in collection of
1982-83 loan arrears due to

inadequate staffing in
arrears section.

Registry of Co-Operative Housing Societies*

May 22 Interest subsidy claims Position unchanged.
1983 in respect of loans from

pemanent building

societies should be

selectively verified.

Fourth 77 No procedures under Position unchanged.
Report the housing assistance
1982-83 schemes to ensure

co-operative housing
societies remit
collections pramptly.

* Fram 1 January 1984 these bodies were absorbed into the Director of
Housing.

78



3.12.2

3.12.3

3.12.4

3.12.5

INDUSTRY, TECHNOLOGY AND RESOURCES

The Minister for Industry, Technology and Resources is responsible for
administration of the following entities audited by the Auditor-
General:

. Albury-Wodonga (Victoria) Corporation

. Alpine Resorts Cammission

. Coal Corporation of Victoria

. Department of Industry, Technology and Resources
. BEmerald Tourist Railway Board

. Gas and Fuel Corporation

. latrobe Regional Commission

. Liquor Control Commission

. Overseas Projects Corporation of Victoria Ltd
. Small Business Development Corporation

. State Electricity Commission

. SEC Buployees' Retirement and Benefit Fund

. SEC Superannuation Fund

. Swan Hill Pioneer Settlement Authority

. Victorian Econamic Development Corporation

. Victorian Solar Energy Council

. Victorian Tourism Cammission

Organisational changes affecting the Ministry

By Order in Council the Office of Minerals and Energy was created as
an associated administrative unit within the Department of Industry,
Technology and Resources with effect fram 28 March 1985. This order
was subsequently revoked and with effect from 23 September 1985 the
Office became part of the Department of Industry, Technology and
Resources.

Duringy the year the Victorian Econamic Development Corporation
established a campany called V.E.D.C. Leasing Pty Ltd which is audited
by a private practitioner. The financial activities of this campany
were included in the consolidated financial statements prepared by the
Corporation,

On 13 March 1985 the Overseas Project Corporation of Victoria Ltd was
established as a public campany limited by guarantee. The Treasurer
has requested my Office to undertake an audit of the campany. The
first audit is to cover the period 13 March 1985 to 30 June 1986.

On 16 April 1985 the Alpine Resorts Cammission became responsible for
the activities of the former cammittees of management of alpine
resorts at Mt, Hotham and Falls Creek, On 7 and 8 May 1985
respectively, the Cowmnission also became responsible for the
activities of the fommer cammittees of management of alpine resorts at
Mt, Buller and Mt. Stirling.
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3.12.6 The Coal Corporation of Victoria was established under the provisions
of the State Electricity Commission (Coal Corporation of Victoria) Act
1984, and cammenced operations on 1 January 1985. Under the provislons
of that Act, the Victorian Brown Coal Council and the unlimited
liability campany incorporated under the Companies (Victoria) Code
under the name of the Coal Corporation of Victoria were abolished and
succeeded by the statutory authority called the Coal Corporation qf
Victoria. The major functions of the Coal Corporation of Victoria
canbine those of the fomer Victorian Brown Coal Council and its
research and development responsibilities with the cammercial
briquette and coal marketing activities formerly conducted by the
State Electricity Cammission.
Progress of Audit
Entities Financial Legislative Reporting Date Financial | Date Further Reference/Camrent in this Report
Year Deadline Stataments Auditor-General 's
Ended Signed Report Signed
Completed Audits
Department of Industry, | 30 dme 30 Septerber, Annual Reporting Act | 30 Septerber 4 October Includes the financial transactions
echnology and Resources | 1985 1983 (S.8). Treasurer granted 1985 1985 relating to the Liquor Control Cammission
extension to 30 October 1985 Additional coments, refer paragraphs
3.12,7 - 3.12.10,
Albury-Wodonga (Victorda){ 30 dune ‘No date specified. Albury Wodonga 21 Noverber 3 February
iCorporat fon 1985 Agreerent Act 1973 (5.24) 1985 1986
Coal Corporatfon of period %o reporting requirements 31 Buly 20 August
Nictoria (Canpany) 4 dly 1985 1985
1984 to
31 Decamber
1984
koal Corporation of period 31 August, Coal Corporation of 13 August 20 August
Victoria (Public Body) |1 Jamary | Victoria Act 1984 (5.78) 1985 1985
1985 to
30 dune
1985
Enerald Tourist Railway { 30 June 31 October, Emerald Tourist 10 Decearber 8 Jaruary
rd 1985 Railvay Act 1977 (5.25) 1985 1986
s and Fue) Corporation | 30 June 30 Septarber, Avual Reporting 27 Septarber | 30 September
1985 Act 1983 (5.9) 1985 1985
atrobe Regiona) 30 dune 30 September. Latrobe Regional 25 September 30 September Refer paragraphs 3.12.11 - 3.12.14.
ssion 1985 Cammission Act 1983 (S.49) 1985 1985
11 Business Development 30 June No date specified. Smal) Business 20 Septerber 27 September
rporation 1985 l()evelc)prent Corporation Act 1976 1985 1985
s.18
tate Electricity 30 June 30 Septavber. Annual Reporting 17 Septerber 20 Septerber Refer paragraphs 3.12.15 - 3.12.20.
ssion of Victoria 1985 Act 1983 (S.9) 1985 1985
.£.,C. Bmplgees’ 30 Jdune No reporting requirements, State 19 Decerber 10 January Qualified opinion issued, refer paragraph
etiravent and Benefit | 1985 Electricity Cammission Act 1958 1985 1936 3.12,22. Additional coments, refer
und (S.81) provides for the ait 3.12.28 - 3.12,27,
of the bocks and accamts
.E.C. Ssperavuation X0 June No reporting requiraments, State 19 Decerber 10 January Qualified gpinfon fssued, refer paragraph
1985 Electricity Cammission Act 1958 1985 1986 3.12,25. Additional comvents, refer
(5.81) provides for the audit 312,21 - 3.12.23,
of the boocks and accounts
Victorian Econamic 30 Jdune 31 Decamber, Yictorian Economic 18 October 8 January | Qualified opinfon issued, refer paragraphy
1opment Corporation | 1985 Devel opment Corporation Act 1981 1965 1986 ¢ 3.12,28 - 3.12.30. Additional camments,
(5.43) ' refer paragraphs 3.12.31 - 3,12.33.
Victorian Solar Energy | 30 June 3] October. Victorian Solar 2 October 8 October |
Council 1985 Energy Council Act 1980 (S.18) 1985 1985 :
| U SR
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Entities

Financial Legislative Reporting
Year Deadline

Date Financial [ Date

Staterents
Signed

Auditor-General 's
Report Signed

Further Reference/Cament in this Report !

—

Cammission

Incomplete Audits

Alpine Resorts Commission | 31 October | 31 Decamber. Alpine Resorts Act

1985 1983 (5.10)

Swan Hill Pioneer 30 June No date specified. Swan Hill
Settlement Authority 1985 Ploneer Settlement Act 1974

(5.25)

Victorian Tourian 30 Jdune 31 Decetber, Victorian Tourisn

1
!

|

!
!
|

Financial statements not provided de to
delays in finalising the financial
statements of the former comiittees of
managerent which have been absorbed into
the Cammission. Audit has been deferred,

Financial stataments received

requirad avendments. Final statements not
provided at date of preparation of this
report. Audit substantially campleted.

Financial statements not provided until

1985 Commission Act 1982 (5.27) Decatber 1985, Audit in progress.

3.12.7

3.12.8

3.12.9

3.12.10

Audit Observations and Recommendations
DEPARTMENT OF INDUSTRY, TECHNOLOGY AND RESOURCES

Offshore petroleum royalties

The Commonwealth Petroleum (Submerged Lands) Act 1967 applies to areas
beyond the 3 mile territorial sea and governs the exploration,
recovery and royalties of Bass Strait petroleum. The designated
authority under the Act is the Minister for Industry Technology and
Resources. In its support role the Department is responsible for the
administration of the legislation relating to waters adjacent to
Victoria, involving the verification of and accounting for petroleum
royalties.

In my previous reports, reference has been made to the audit
verification of royalties. The following paragraphs summarise the
current status on the audit verification process for royalties.

As in previous years, the major portion of the work undertaken during
1984-85 by the management and financial audit unit within the
Department related to the review of royalty payments received fram the
Bass Strait licensees since the cammencement of production in 1969, At
the date of preparation of this report, a camprehensive report
covering the review of royalty payments to 30 June 1983 had been
prepared by the Department for presentation to audit. In addition,
verification of royalty payments by the unit for 1983-84 and 1984-85
was progressing.

Under an agreement with the Commonwealth Department of Resources and
Energy and the Cammonwealth Auditor-General, the records of royalties
collected by the Department on behalf of the Commonwealth are audited
by my Office. Under this agreement I am required to provide to the
Cammonwealth Department of Resources and Energy an audit report on
financial information related to royalties. Audit reports on the
verification of royalties will be forwarded to the Commonwealth in due
course.
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3.12.11

3.12.12

3.12.13

3.12.14

3.12.15

3.12.16

LATROBE REGIONAL COMMISSION

Unauthorised borrowings

The Latrobe Regional Commission Act 1983 pemmits the Commission to
borrow money by means of a bank overdraft or other arrangements,
provided the consent of the Treasurer is obtained.

During a 2 month period the Commission obtained bank overdrafts of up
to $76 000, attracting interest charges, without the approval of the
Treasurer.

Audit recammended that in future the Commission cawply with the
provisions of the Act.

Response by Commission

The Commission has advised that the approval of the Treasurer had been
sought for overdraft facilities and the matter was pending.

STATE ELECTRICITY COMMISSION

Effect on net profit of changes in accounting policies and practices

During 1984-85, the Cammission made several changes to accounting
policies and practices. A summary of the material changes and the
effect on the profit of the Camnission for the year is as follows:

Effect on profit

$ million

Depreciation 62.2 increase
Capitalisation of finance charges 43.9 increase
Pension supplementation 15.1 decrease
Provision for recreation leave 14.9 decrease
Foreign currency transactions 12,0 increase
Other ' 2.4 decrease

Net effect on profit 85.7 increase

Details of the major changes are as follows:

(1) Depreciation

The Commission conducted a major review of depreciation practices to
ensure campliance with the requirements of the Annual Reporting (Large
Trading and Rating Bodies) Regulations 1984. As a result of the review,
the Commission extended the depreciation lives of most assets. In
particular, the lives of steam based power stations were extended fram
20 to 30 years.

The effect of the change on the 1984-85 profit was $62.2 million. This
reduction consisted of $38 million in respect of steam based power
stations and $24.2 million for other assets, including the
transmission, distribution and coal production systems.
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(2) cCapitalisation of finance charges

Finance charges representing net interest on loan borrowings, foreign
exchange gains/losses amortised, amortisation of discount on stock
issued, etc. are capitalised during the construction of major capital
projects until the project either in part or in its entirety cammences
camercial service. These charges form part of the value of the project
and are written off progressively as depreciation during the working
life of the asset.

In 1983-84 a major capital project was defined as having a construction
period of 2 years or more with an estimated cost exceeding $100
million. The amount of finance charges to be capitalised was determined
by the ratio between the expenditure on major projects in the course of
construction and net fixed assets.

In 1984-85 a major capital project was redefined as having a
construction time of 1 year or more in accordance with an amendment to
the Annual Reporting (Large Trading and Rating Bodies) Regulations 1984
and an estimated cost exceeding $5 million. The amount of finance
charges to be capitalised was based on the rate of the average finance
charges incurred during the construction of those projects.

The amendments to the policy resulted in an additional $43.9 million
finance charge being capitalised as an asset during 1984-85,

(3) Pension supplementation

In previous years the Commission made payments to the S.E.C.
Superannuation Fund for employees on the following bases:

(i) the normal employer contribution (2:1 basis) i.e. 13 per cent:

(ii) a loading of 2 per cent, o eliminate the actuarially assessed
deficit;

{iii) an additional pension supplementation relating to the pension
increase due to the consumer price index (CPI) camponent of the pension
payments on a "pay as you go" basis.

In 1984-85 the Commission continued to pay the employer contribution
and 2 per cent loading but resolved to provide for future (PI rises in
pensions during the working lives of employees rather than on a “pay as
you go" basis. Actuarial advice obtained indicated that it was
appropriate to fund the estimated liability for pension supplementation
over a 20 year period which approximates the average remaining working
life of existing employees.

This change has resulted in an additional contribution to the fund of
$20.3 million, of which $15.1 million was charged against the
operations for the year and $5.2 million against capital projects.

(4) Provision for recreation leave

The Cammission in 1984-85 established for the first time a recreation
leave provision of $68.2 million which was the estimated liability at
1 July 1984. A deferred charges account was established for this amount
and is being written off in equal instalments over 7 years, as approved
by the Treasurer. Under this arrangement a sum of $9.7 million was
charged against the operations for 1984-85,
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3.12.17

3.12.18

The increase in the provision attributable to 1984-85 was $6.7 million,
ot which $5.2 million was charged against the operations for 1984-85
and the balance capitalised.

Based on approximately 22500 employees within the Cammission, it is
estimated that there is on average $3 300 due in recreation leave

entitlements to each emwployee.

The high incidence of accrued recreation leave due to the employees is
attributed, in part, to the following factors:

(i) the introduction of flexitime;

(ii) the need for many senior personnel to be continuously available
on major projects such as Loy Yang; and

(iii) the use of accumulated rostered days entitlements in lieu of
recreation leave.

{5) Foreign exchange transactions

In previous years the Commission translated loans held in foreign
currency into Australian dollars at rates prevailing at year end.
Unrealised translation differences at year end and realised translation
Aifferences, arising fram the rollover of multi-currency loans, were
recorded in a deferred charges account for amortisation over the
remaining temms of the relevant loans.

In 1984-85 the Commission changed this policy and translated the
relevant loans at the end of each month. Any losses/gains on
translations were detemined each month and amortised on a monthly
basis over the remaining temm of each loan.

The change in policy resulted in a reduction of finance charges of
$18.7 million of which $12 million affected the profit for 1984-85.

Review of computer controls

During the year audit conducted a major review of the controls amd
procedures within the central camputer installation of the Cammission
at Monash House.

The results of this review highlighted major inadequacies within the
camputer operations namely;

(1) a lack of Caownission-wide policies concerning camputer resocurces
systems development, planning, co-ordination, data management and
security;

(2) inadequate controls in operation to ensure that the camputer
systems and data were secure and adequately protected;

(3) formal objectives, goals and perfomance measurements not
established by the Cawnission for the provision of computer services by
the Computer Services Department;

{4) insufficient measures to ensure that camputer services were
provided efficiently and effectively;
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3,12.19

3.12.20

3.12.21

(5) an absence of a camputer steering committee to provide co~
ordination of computer activities Commission-wide to ensure that
maximum benefits are obtained fram the allocation of resources; and

(6) the lack of a policy statement covering contingency arrangements
for the partial or complete loss of the central camputer facilities.

Mhdit recammended that action was required to rectify the above
inadequacies.

Response by Commission

The Commission's response indicated that steps are being taken to
remedy the weaknesses outlined by audit. An information systems policy
has been campiled and is in a final draft form. The Camission has
established an information management comnittee and has introduced
policies for the Camputer Services Department, The Cammission advised
that a further reply would be forwarded on the detailed matters raised
by audit.

SEC EMPLOYEES' RETIREMENT AND BENEFIT FUND

Financial operations of the fund

As there is no requirement for the fund to table its financial
statements in Parliament, the financial operations of the fund are
sumiarised as follows:

1983-84  1984-85

$000 $000
Incame 28 623 31 926
Benefit payments 9 115 11 434

19 508 20 492
Net unrealised gain on revaluation of

investments 00 7 349
Net incame , 19 508 27 841
Transfers
fram SEC Superannuation Fund 317 36
to SEC Superannuation Fund (1 235) (1 632)
to asset revaluation reserve 00 (7 349)

{918) (8 945)

Net surplus 18 590 18 896
Accunulated funds at 1 July 44 646 63 236
Accunulated funds at 30 June 63 236 82 132
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3.12.22

3.12.23

The state of affairs of the fund at 30 June 1984 and 30 June 1985 was
as follows:

30.6.84 30.6.85

$000 $000
Accumulated funds 63 236 82 132
Asset revaluation reserve 00 7 349

63 236 89 481

Represented by:
Current assets

Funds pending investment 350 1 009
Accrued incame and receivables 1 799 1 971
Short-term investments 8 582 17 858
10 731 20 838
Investments
shares and convertible unsecured notes 9 745 16 460
Fixed interest securities etc. 25 318 34 723
Property 18 920 14 755
Managed funds 00 9 600
Total investments 53 983 75 538
Total assets 64 714 96 376
Less current liabilities
Accrued expenditure and payables 1 478 6 895
Total net. assets 63 236 89 481

Qualification of financial statements

The financial statements of the fund were qualified on the grounds
that investments in managed funds totalling $9.6 million, together
with the related incawe of $0.3 million, could not be independently
verified by audit. The investments were held in the name of management
service companies arxd a life insurance company.

Valuation of investments

During the year the fund had a significant change of accounting policy
in relation to the valuation of investments. In previous years
investments were disclosed in the financial statements at cost. In
1984-85 investments were reported at market value in the financial
statements.

The net unrealised gains on revaluation of investments of $7.3 million
were transferred to an asset revaluation reserve.
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SEC SUPERANNUATION FUND

Financial operations of the fund

3.12,24 As there is no requirement for the fund to table its financial
statements in Parliament, the financial operations of the fund are
summarised as follows:

1983-84 1984-85
$000 $000
Incawe 147 815 173 979
Benefit payments 52 337 55 142
95 478 118 837
Net unrealised gains on revaluation
of investments 00 77 752
Net incare 95 478 196 589
Transfers
fran SEC Employee Retirement
and Benefit Fund 1 235 1 632
to SEC Employee Retirement
and Benefit Fund (317) (36)
to asset revaluation reserve 00 {77 752)
918 (76 156)
Net surplus 96 396 120 433
Accumulated funds at 1 July 510 768 607 164
Accumulated funds at 30 June 607 164 727 597

The state of affairs of the fund at 30 June 1984 and 30 June 1985 was

as follows:
30.6.84 30.6.85
$000 $000
Accumulated funds 607 164 727 597
Asset revaluation reserve 00 77 152
607 164 805 349
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3.12.25

3.12.26

3.12,27

30.6,.84 30.6.85

$000 $000
Represented by:
Current assets
Funds pending investment 610 68
Accrued incame and receivables 10 384 12 706
Short-tem investments 43 310 95 432
54 304 108 206
Investments
Shares and convertible unsecured notes 105 431 165 377
Fixed interest securities etc. 240 072 261 091
Property 117 250 207 411
Managed funds 93 039 125 098
Total investments 555 792 758 977
Total assets 610 096 867 183
Less current liabilities
Accrued expenditure and payables 2 932 61 834
Total net assets 607 164 805 349

Qualification of financial statements

The financial statements of the fund were qualified on the grounds
that investments in managed funds totalling $125 million, together
with related incawe of $14.6 million, ocould not be independently
verified by audit. The investments were held in the name of management
service campanies and a life insurance company.

Valuation of investments

buring the year the fund had a significant change of accounting policy
in relation to the valuation of investments., In previous years
investments were disclosed in the financial statements at cost. In
1984-85 investments were reported at market value in the financial
statements.

The net unrealised gains on revaluation of investments of $77.8
million were transferred to an asset revaluation reserve.
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3.12.28

3.12.29

3.12.30

3.12.31

3.12.32

3.12.33

VICTORIAN ECONOMIC DEVELOPMENT CORPORATION

Qualification of financial statements

A qualified audit opinion was issued upon the financial statements of
the Corporation due to the inclusion in the statements of a provision
for doubtful debts of $893 000. In audit opinion this provision was
not supported by experience with bad debts within the Corporation nor
was evidence available as to the 1likely inability to collect
outstanding loans at balance date.

The Corporation stated that the type of financing presently of fered
had greater risks for bad debts than more established and traditional
types of financing.

The Corporation has undertaken to review the matter of general
provisions for doubtful debts during 1986.

Investments without Treasurer's approval

The Victorian Econamic Development Corporation Act 1981 provides for
the Corporation to invest moneys in such securities as are approved by
the Treasurer,

During 1984~-85 the Corporation placed substantial deposits with
dealers on the unofficial short temm money market and with merchant
banks., As at 30 June 1985, $4.1 million was invested in this manner.
These investments were not approved by the Treasurer.

Audit recammended that in future the Corporation camply with the
provisions of the Act.

Status Report

Status at date
of preparation
Report  Page Subject of this report

Department of Industry, Technology
and Resources

Third 27 Unsatisfactory practices in relation Guidelines
Report to use of Govermment motor vehicles. issued by
1983--84 Department,
Position now
satisfactory.
28 The use of EDP facilities within An EDP strategy
Department not co~ordinated. plan has been
established.

Office of Minerals and Energy

October 112 Gas Examiner - the maximum statutory Position
1982 rate of 20 cents per consumer does unchanged.
not cover increased operating costs
oi the Gas Examiner.
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Report  Page

Second 80
Report

1982-83

Second 29
Report

1983-84

Supplemen— 7
tary

Report
1979-80

Novermaber 10
1981

April 1
1982

Second
Report
1983-84

Third
Report
1982-83

90

Third

Report
1983-84

71

Subject
Office of Minerals and Energy

Until the review of all past
royalty payments is completed,
audit is unable to confimm the
accuracy of royalty payments
fram 1969 to date.

Victorian Supreme Court writs
have been issued against the
Minister for Minerals and
Energy by the licensees
seeking recovery of a
proportion of the royalty paid,
plus interest, in respect of
the Cobia 2 Sub-sea Campletion.

Albury - Wodonga (Victoria) Corporation

Depreciation not provided for on
Corporation buildings.

Small Business Development Corporation

Unsatisfactory practices in relation
to use of Govermment motor vehicles.

Victorian Economic Development
Corporation

Formal criteria should be established
for detemining acceptable security
for cammercial loans advanced by the
Corporation.

Failure of Corporation to ensure that
insurance cover existed for all
properties subject to mortgage from
the Corporation.
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Status at date
of preparation
of this report

Position
unchanged.
Refer
additional
camment in
paragraphs
3.12.7

- 3.12.10.

Judgement
delivered in
February 1985
in favour of
licensees, An
appeal has been
lodged by the
designated
authority.

Position now
rectified.

Corporation now
canplies with
Govermment
guidelines on
vehicle usage.

Position
unchanged.

Position now
satisfactory.



3.13

3.13.1

The Minister for Iocal Government

LOCAL GOVERNMENT

is responsible for the
administration of the following entities audited by the Auditor-
General:
. Local Authorities Superannuation Board.
. Local Govermment Départment
Progress on Audits
i is Report
Enti Financtal islative Reporting Date Financial |Date Further Reference/Comwent in this
tes Year lﬁ:gdline Statements Auditor-General 's
Ended Signed Report Signed
Completed Audits
Local Government 30 June 30 Septarber. Annual Reporting 12 Septenber 25 Septanber Refer paragraph 3.13.2.
Department 1985 Act 1963 (S.8). Treasurer 1985 1985
granted extension to 14 October
1984
Incomplete Audits
the Board experienced a
Local Authorities 28 February | No reporting requiraments. However During the year
S?n:rmation 1985 the Board has presented an wnaudited rutber of difficulties which c]ﬂqyfe;d thr‘e .
rt to all mevbers of Parliament preparation of the accounts. nancia
Board s statements were received on 19 Decenber
1985, 9 months after balance date. Audit
{s naw nearing carpletion.

3.13.2

Audit Observations and Recommendations

LOCAL GOVERNMENT DEPARTMENT

Irregularities in payroll system

Subsequent to 30 June 1985 it was established that there were certain

irregularities

in the payroll and advance account operations of the

Department with a suspected defalcation amounting to $61 086. At the
report police charges have been laid and a court hearing

date of this
is listed for

April 1986.

Status Report

Report  Page
December 41
1982

Authority

Local Authorities Superannuation

Board

An internal audit function

should be established,
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Status at date
of preparation
of this report

Satisfactory. Now
established.




3.14 PLANNING AMD ENVIRORGINT

.

3.14.1 The Minister for Planning and Enviromment :1s responsi}_ale for the
administration for the following entities which are audited by the

Auditor-General:

. Ministry for Planning and Enviromment
. Historic Buildings Council

. Plumbers and Gasfitters Board

Progress of Audit

Entities Financtal Legislative Reporting Date Financial| ODate Further Reference/Coment in this Report
Year Deadline Stataments Auditor-General 's
Ended Signed Report Signed
Completed Audits
Ministry for Planning 30 June 30 Septamber Annual 4 October 9 October
and Enviroment 1985 Reporting Act 1983 (S.8) 1985 1965
Historic Buildings 30 June 30 Septerber Historic 29 November 6 Decarber
Counct) 1965 Buildings Act 1981 (5.62) 1985 1965
Plurbers and Gasfitters | 30 June Mo reporting requirenents 21 October 2 Novenber
Board 1965 1985 1985
30 June N reporting requirements 6 Jne 2l dme Axdit of financial statements delayed due
1963 1985 1985 to late preparation of statements and the
finalisation of an agreement between the
Department of Health and the Board.
30 June No reporting requi rements 6 June 21 dme
1934 1985 194

Status Report

Status at date
of preparation
Report Page Subject of this report

Ministry for Planning
and Fnvironment

Second 41 Inadequate control procedures at Position now
Report the Envirorment Protection satisfactory.
1982-84 Authority concerning assessment

of licence fees and processing
of camputer input.

Fourth 20 Failure to reconcile ledger Position now
Report records with the central satisfactory.
1983-84 financial records of the

Department of Management and

Budget.
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3.15 POLICE AND EMERGENCY SERVICES

3.15.1 The Minister for Police and Emergency Services is responsible for the
administration of the following entities audited by the Auditor-
General:

. Country Fire Authority
. Metropolitan Fire Brigades Board
. Ministry for Police and Emergency Services

Progress of Audit

Entities Financial Legislative Reporting Date Financial] Date Further Reference/Coment in this Report
Year Deadtine Statements Auxditor-General 's
Ended Signed Report Signed

Completed Audits

Ministry for Police and 30 June 30 Septerber, Annual Reporting Act | 16 Septamber 25 Septanber Refer paragraphs 3.15.2 - 3.15.9.
Services 1985 1933 (S.8) 1985 1988
Country Fire Agthority 0 dne No date specified. Camtry Fire 29 Uctober 14 May
1984 futhority Act 1958 (S5.24) 1984 1965
Country Fire Asthority 30 June N date specified. Cantry fire 28 Uctober 5 Decorber
1945 Authority Act 1958 (5.24) 1985 1985

Incomplete Audits

Metropolitan Fire 30 June No date specified, Metrapolfitan Financfal stataments not yet adgpted by
Brigades Board 1985 Fire Brigades Act 1958 (5.48) ) Board. Audit in progress.

Audit observations and Recommendations
MINISTRY FOR POLICE AND EMERGENCY SERVICES

Failure to review rentals on police residences

3.15.2 The Office of the Chief Cammissioner of Police maintains over 400
residences throughout Victoria to house serving members of the police
force and their dependants. In accordance with Police Service Board
Determinations, rent is charged on the following basis:

(1) 3 per cent of salary or 30 per cent of the rental value of the
residence, whichever is the lower, when the residence is part of, or
in the vicinity of a police station; or

(2) 6 per cent of salary or 60 per cent of the rental value of the
residence, whichever is the lower, where the residence is not part of
or in the vicinity of the police station.

3.15.3 where residences have no assessed rental value, rent is charged on the
basis of 3 per cent or 6 per cent of salary.
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3.15.4

3.15.5

3.15.6

3.15.7

3.15.8

3.15.9

Audit disclosed that:

(1) rental value had not been assesscd for residences purchased or
constructed sinc: 1975; and

(2) the rental value of all other residences, held prior to 1975,
had not been reviewed since that year.

A review of rental records of the residences disclosed that
approximately 280 residences (70 per cent) have rent calculated on the
percentage of rental value. For over 50 per cent of these residences,
the rental paid was less than half the amount which would have been
payable if the rental had been based on salary. In 252 cases the
rental was less than $20 per week, including 107 cases where rental
was less than $6 per week.

Audit estimated that approximately $100 000 rental incame was foregone
during 1984-85 due to the failure by the Office of the Chief
Camnissioner of Police to review rentals regularly.

Audit recammended that the Office of the Chief Commissioner of Police
take action to ensure that residences are subject to regular
revaluations and that rentals charged are detemmined fram up-to-date
rental valuation figures,

Response by Ministry
The Ministry advised audit that:

(1) an approach was made same time ago to the Valuer-General to
undertake an up-to-date valuation of all Police residences to assist
the office of the Chief Commissioner of Police in assessing rentals to
be charged for tenancy of Police residences, based on the rental value
of the premises. However, the Valuer-General advised that because of
the mumber of residences involved, he did not have the resources
available to carry out such a large project;

(2) as all Government valuations must be conducted by the Valuer-
General's Office, the Office has no oontrol over this matter and
rentals have continsed to be charged in accordance with the Police
Service Board Detemminations; and

(3) the Ministry acknowledges that substantial revenue is foregone
as a result of out-of-date market rental values of Police residences.
The Ministry has arranged for the matter to be re-examined with a view
to ensuring that details of the market rental values are reyularly
updated so that zppropriate rentals may be calculated and charged.

Operation BEm:rgency 85

(1) Introduction

A limited examination has been undertaken by my officers of a project
titled Operation Bmergency °85. This project was conceived in 1983 by
personnel associated with police and various emergency services. A co-
ordinating cowmittee was fommed with representatives from the
Metropolitan Fire Brigade, police and the Cammormealth Industrial
Gases Ltd., the primary sponsor.
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The co-ordinating cammittee's tasks were:

(i) to create, stage and administer Operation Emergency '85 as a
major contribution to Victoria's 150th Birthday Celebrations; and

(ii) to establish the Cambined Bmergency Services Foundation.

(2) Cambined Emergency Services Foundation

The Combined BEmergency Services Foundation was launched by the
Minister for Police and Emergency Services on 8 August 1984. The
Foundation was established for the benefit of all members of emergency
service organisations. 1Its stated role is to provide assistance to
members of the various services who may be injured, or to families of
members who are killed or injured whilst on duty.

The co-ordinating cawnittee set a target of $1 million to be raised
through Operation BEmergency '85, during Victoria's 150th Birthday
Celebrations, to place the Foundation on a sound financial footing.

At the date of preparation of this report, the Foundation has not been
constituted as a separate legal entity and is not subject to wmy audit.
However, the Foundation is managed by interim trustee representatives
fram Govermment and private bodies.

The funds were to be obtained through two main areas:

(i) Operation Emergency '85 Spectacular, a display by the various
State emergency services at Calder Raceway on 1 and 2 June 1985; and

(ii) corporate and cammercial sponsorship. It is understood that 10
per cent of corporate sponsorship was to be applied to Operation
Emergency ‘85 and 90 per cent to the Foundation. However, audit was
unable to sight documentation authorising the above apportionment.

A fim of private practitioners, appointed by the Police and CIG
reported on 16 December 1985 that as at 31 July 1985 the Foundation
had a credit bank balance of $205 900.

(3) Estimated project loss - $1,.3 million

Operation Emergency '85 Spectacular and associated functions which had
been conducted in June 1985 by the Co-ordinating Cammittee failed to
raise sufficient moneys to cover the costs of the venture. Reasons
given included:

(i) failure to gain sufficient corporate and commercial
sponsorship;

(ii) lack of public support at Calder Raceway on 1 and 2 June 1985,
due in part to bad weather and insufficient pramotion of the event.

Legal advice was sought by the Police concerning the liability of
individual Govermment employees who entered into contracts for the
provision of goods or services on behalf of the co-ordinating
canmittee.,

The advice, dated 4 July 1985, was that such individuals are liable at
law for any contracts so entered. They did not enter the contracts as
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agents for any corporate entity or legal person. The advice indicated
that they could not be considered as acting as agents of the Crown as
they were acting outside the nomal scope of their employment.
Accordingly, they could be sued for any debts incurred.

On becaning aware of a possible large deficit arising fram the conduct
of Operation Emergency '85, the Minister for Police and Em?l:gency
Services advised the Treasurer on 7 August 1985 that urgent action was
required to settle outstanding creditors' accounts and suggested the
following arangements for the settlement of the unpaid accounts:

(i) a joint bank account be opened between CIG and the Police
Department; signatories to the account being senior officers of each
organisation;

(ii) that CIG conduct negotiations with creditors and provide the
Police Department with verification of the amount required to settle
each creditor's account; and

(iii) that appropriate arrangements be made within the Police
Department in respect of audit procedures.

A request was made to the Treasurer for a special advance of $500 000.
It was indicated that a similar amount would be provided by CIG, both
amounts to be paid into the joint bank account.

Whilst expressing his concern at the situation which had arisen, the
Treasurer accepted the need for appropriate action and consequently
approved the special advance of $500 000 on the clear understanding
that any expenditure would eventually be met fram the 1985-86
appropriations of the Police Department,

A letter fram the Police to the Ministry dated 4 September 1985
tentatively proposed that the following appropriation items be
adjusted:

$

Operating expenses 150 000
Unifoms and personal equipment 125 000
Equipment 325 000
600 000

The letter further stated:

"It is understood that the adjustment is for the 1985-86
financial year only and these amounts will be reinstated in
1986-87. 1t is also understood that some flexibility will be
allowed to adjust during the year to ocover unforeseen
circumstances in our program.®

As at the date of preparation of this report, a sum of $601 810 had
been paid fram the Public Account into the joint bank account,

Although the arrangements set down by the Minister and the Treasurer

provided for the verification of claims, in practice this was not
achievable in that:
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(i) there was no evidence of the receipt of goods on many claims;
and

(ii) contractual obligations were apparently entered into in a number
of cases without orders being raised.

Whilst it is recognised that these unsatisfactory controls cannot be
remedied subsequent to the events, nevertheless audit is concerned
that the normal controls applicable to the expenditure of public
moneys. were not applied in this instance in that the moneys were paid
into a joint bank account, payments fram which were not subject to
proper accountability.

An audit undertaken by the firm of private practitioners calculated
the deficit of Operation Emergency '85 to be $1 258 825 at 31 July
1985, The firm advised on 16 December 1985 that this deficit was
detemined taking the following into account:

(i) the incame included only incawe which had been received and
banked; and

(ii) costs incurred were detemined on the basis of the infomation
made available during the audit and therefore may not include
outstanding accounts.

The fimm also advised that the audit examination was based on
information provided by the Police Department, the Metropolitan Fire
Brigade and CIG. The auditor could not establish the campleteness of
the information. Accordingly, in the auditor's view, both the expenses
and incame may be understated, with a consequential effect on the
final deficit.

(4) Conclusion

I must express my deep concern at the serious inadequacies and
shortcanings which permeated the course of this project. Poor project
management, coupled with the absence of what would be seen as basic
checks and balances, allowed substantial funds to be cawnitted against
revenue which was never realised.

In my opinion clear guidelines must be established for departments and
authorities wishing to embark with private sector organisations on
joint undertakings of this nature, to ensure that management control
systems and accountability requirements are in place to safeguard both
the parties involved and the public purse, and to report to
Parliament.
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Status Report

Status at date of'
preparation of this

Report Page Subject report
Ministry for Police and Bmergency
Services
First 55 Central firearms registry New system in
Report - system weakness. operation. Minor
1978-79 system weaknesses
only.
First 172 Internal audit not yet Position unchanged.
Report established
1980~81
October 118 Audit of the police Corrective action
1982 payroll and an has been taken on
examination of leave this matter.
records revealed various
weaknesses in
internal control.
Country Fire Authority
December 12 Authenticity of statutory Position unchanged.
1982 contributions should be
verified by means of a
selective examination of
premium returns,
Fourth 24 Two practices adopted for Depreciation rate
Report depreciation of fixed assets now reviewed
1982-83 are not consistent with annually. Position
Australian Accounting Standards. unchanged regarding
depreciation of
assets purchased
during the year.,
24 Transfer by the Authority of Position unchanged.

interest earned on general
account investments to the
Sale of Property Fund
should be reviewed by the
Department of Managament
and Budget.
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PREMIER AND CABINET

3.16.1 The Premier is responsible for the administration of the following
entities audited by the Auditor-General:
. Department of the Premier and Cabinet
. Office of the Auditor-General
. Office of the Public Service Board
. State Relief Committee
Progress of Audit
Entities Financial legistative Reporting Date Financial| Date Further Reference/Cament in this Report
Year Deadline Stataments Asditor-General 's
Ended Signed Report Signed
Completed Audits
Departsent of the 30 June 30 September. Awual 23 Septerber 25 Septerber
[Premter and Cabinet. 1985 Reporting Act 1983 (S.8) 1985 1985
Office of the Public 30 June 30 Septamber. Anrual 6 September 18 Septerber
Service Board 1985 Reporting Act 1983 (S.8) 198 1985
Office of the 30 dme 30 September. Awual 11 Septamber | 12 September
Auditor-General 198% Reporting Act 1983 (S.8) 1985 1985
State Rel tef 30 June No reporting requirerents. 19 Decarber 24 Jamvary
Comd ttee 1985 fudited at request of 198 1966
Treasurer
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PROPERTY AND SERVICES

3.17. The Minister for Property and Services is responsible for the
administration of the following entities audited by the Auditor-
General:
. Department of Property and Services
. Goverrmment Employee Housing Authority
. Govermment Printing Office *
. State Electoral Office
. Victorian Public Offices Corporation
* The Govermment Printer is a functional activity of the Department
and does not report independently to Parliament.
Progress of Audit
Entittes Financial Legislative Reporting Date Fimanctal] Oate Further Reference/Coment in this Report
Year Deadline Statewents Muditor-General 's
Ended Signed Report Signed
Completed Audits '
rtwent of Property 0 dne 30 Septevber, Awual reporti 24 September 27 Septawber Qalified cpinion 1ssued, refer
?&Maes 1985 Act 1983 (S.8) » 1985 1965 paragraph 3.12.2.
Government Eaplgyee 20 dne 3] Decamber, Goverrment 27 Septonber 4 October
Houstng Authority 195 Esplaye Hasing Atority 1985 1985
Act 1961 (5.23)
Goverment. Printing BVane | NA 2 tecaber | NA Refer paragraph 3.17.3 - 3.17.6.
Of fice 1985 1985
Victorian Public 30 dme 31 October. Victorian 31 Jansary 3 February fotes to aconmts disclose Corporation
Uf fices Corporation 1985 Aublic Offices Corporation 196 1966 to disband,
Act 1974 (5.17)
Incomplete Audits
State Electoral Office NA Returning officers are required to Certain acounts relating to the March
sumit financial returns within 1985 State election and varfous by-
6 months of an election, elections, are stil} being exawined by the
Corstitution Act Amendwent Act Onief Electoral Officer prior to betng
1958 (S.161) forwarded to the Auditor-General .

3.17.2

Audit observations and recommendations

DEPARTMENT OF PROPERTY AND SERVICES

Qualification of financial statements

The '1984-85 financial statements of the Department of Property and
Servweg were qualified on the grounds of noncampliance with
Regulation 53(2)(b) of the Annual Reporting (Administrative Units)
Regulations 1985 in that:

. the State Electoral Office failed to value its stocks of foms; and

» the Govermment Printing Office valued its general stores on hand at
the lower of cost or net realisable value.
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3.17.3

3.17.4

3.17.5

3.17.6

GOVERNMENT PRINTING OFFICE

Financial operations

The operations of the Govermment Printing Office are financed through
the Goverrment Printing Office Working Account, a trust account held
in the Department of Management and Budget. The major part of capital
expenditure incurred by the Office is financed through the works and
services account., These transactions are incorporated in the annual
financial statements of the Department of Property and Services.

In addition, the Govermment Printing Office prepares a manufacturing
statement, a trading and profit and loss statement, a balance sheet,
and a statement of sources and applications of funds which do not form
part of the Departmental financial statements.

Although there is no statutory requirement for the Auditor-General to
express an opinion on the financial statements of the Govermment
Printing Office, such statements have been examined by audit.

A summary of the statements on manufacturing, trading and profit and
loss, prepared by the Govermment Printing Office for 1984-85, campared
with 1983-84, is given below:

Manufacturing statement

1983-84 1984-85

$ $

Prime cost of goods manufactured 16 150 706 17 890 711
Manufacturing expenses 3 848 155 3 772 568
Work in progress 1 July 2 583 932 3 050 551

22 582 793 24 713 830
Less work in progress 30 June 3 050 5S1 2 801 087

Net cost of gocds manufactured 19 532 242 21 912 743

Trading and profit and loss statement

1983-84 1984-85

$ $

Net sales 31 564 535 36 487 646
Less cost of goods sold

Stock 1 July 3 321 120 3 131 051

Cost of goods manufactured 19 532 242 21 912 743

Stock written off (65 573) (409 244)

Other costs 9 447 575 10 807 084

Stock 30 June (3 131 051) (3 173 303)

29 104 313 32 268 331
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Less trading expenses

Gross profit
Less selling, administrative and
finance expenses

Plus other operating incame

Operating (loss) profit
Plus non~operating incame

Net (loss) profit before abnormal items
Less abnormal items
Workers®' campensation insurance premiums
Stock written off

Net (loss) profit after abnommal items
Retained earnings 1 July

Retained earnings 30 June

2 460 222 4 219 315
1 175 726 1 406 107
1 284 496 2 813 208
2 442 071 2 741 494
(1 157 575) 71 714
67 354 61 760

(1 090 221) 133 474
469 405 605 288
(620 816) 738 762
* 414 273 00
(65 573) 409 244
(272 116) 329 518
2 346 505 2 074 389
2 074 389 2 403 907

A profit of $738 762 (before abnormal items) was earned in 1984-85,
cawpared with a loss of $620 816 for 1983-84. This improved result was
primarily attributable to an increase in production charge rates which

applied during 1984-85,

1983-84 - amounts ocontributed in prior years by the Department of
Management and Budget in respect of workers' campensation insurance

premiums previously treated as equities.

Balance sheet

Capital and reserves
Contributed capital
Treasurer's advance to working account
Works and services allocations
to assets
Retained earnings
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30.6.1984 30.6.1985

$ $
3 004 405 3 004 405
5 741 400 6 024 959
2 074 389 2 403 907
10 820 194 11 433 271




Represented by:

Current assets 13 137 169 12 564 305
Less current liabilities 5 245 069 3 971 478
Working capital 7 892 100 8 592 827
Fixed assets
Motor vehicles, office equipment,
machinery and equipment (at cost) 5 263 795 5 973 840
Provision for depreciation (1 889 411) (2 418 096)
3 374 384 3 555 744
11 266 484 12 148 571
Less long term liability -
Loan fram State Development Fund 446 290 715 300
Net assets 10 820 194 11 433 271

Status Report

Report Page

December 21
1982

Third 19
Report
1982-83

Supplemen- 54
tary

Report

1980-81

Subject

Government Employee
Housing Authority

Accammodation register
not yet finalised.

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

Government Printing Office

Sundry debtors - Govermment
departments, Instruction of
Department of Management
and Budget re payment of
accounts within 30 days
not being camplied with.,
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Status at date

of preparation
of this report

Accawmodation
register is now
substantially
finalised.

Loss on rental
operations
remains
significant.

At 30 June
1985, debtors
outstanding
over 30 days
amounted to

$1 470 707.
Procedures for
payment of
accounts
currently under
review by
Goverrment
Printing Office
and Department
of Management
and Budget.



Report '

October
1982

Second
Report
1982-83

Second
Report
1983-84

Third
Report
1983-84

Page

124

86

31

44

44

44

Subject

Status at date

of preparation
of this report

Department of Property and Services

Govermment Camputing Service -

greater control necessary
in the accounting for
debtors and improved
security measures necessary
at the I.C.L. installation.

A range of environmental,
organisational and
operational control
weaknesses exist at the
Burroughs (B6800/B7700)
Centre of the Government
Canputing Service.

State Electoral Office

Surcharge of $30 845 on
Returning Officer for
Prahran, pursuant to sub-
section 1 of section 37 of
the Audit Act 1958, for
failing to properly account
for moneys advanced to him
in respect of the April 1982
State election.

Property Division

Property Rentals

Department did not maintain
a camplete listing of all
properties available for
rental,

Rent due not always raised
in Department's debtors'
records.

Regular review of debtors'
records not undertaken to
detemine tenants in
arrears, so that
follow-up action could

be taken.
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Position now
satisfactory.

Although same
improvements
have been made,
enviromental
control
weaknesses
remain.

Action by Crown
Solicitor on
this matter is
currently in
course.

Action in
course to
improve
property
records.

Position now
satisfactory.

Department
currently
considering
implementing
E.D.P. system
to improve
controls,



3.18

PUBLIC WORKS

3.18.1 The Minister for Public Works is responsible for the administration of
the Public Works Department which is audited by the Auditor-General.

Progress of Audit

! e

Entities financlal Legislative Reporting Date Fimancial} Oate Further Reference/Cament in this Report
Year Deadline Statements Auditor-General 's
Ended Stgned Report Signed

r:qﬂeted Audits

Public Works Department| 30 June 30 September, Anrual Reporting Act | 17 Septatber 24 Septeber
1985 1983 (s.8) 1985

Status Report

Report

Page Subject

Third
Report
1983-84

44

45

Public Works Department

For consultancy services
provided to South Eastern
Medical Camplex Ltd, the
Department should recoup
actual costs and not estimated period of the

Status at date of
preparation of this

report

Agreement has been
amended to provide
for a fixed fee to
be paid over the

costs. consultancy.
Department had not negotiated Property has been
a formal lease agreement with sold.

occupier of 107-109 Rathdowne

Street Carlton.
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3.19

SPORT AND RECREATION

3.19.1 The Minister for Sport and Recreation is responsible for the
administration of the following entities audited by the Auditor-
General:

« Department of Sport and Recreation

. Greyhound Racing Control Board

. Harness Racing Board

. Totalizator Agency Board

Progress of Audit

Date Financial |Date Further Reference/Coment in this Report
il ikl e S
Ended Signed Report Signed
Completed Audits
rtment 30 Septenber. Anrual rting Act | 11 Septerber 25 September Refer paragraphs 3.19.1 - 3.19.5.

‘l’krsa R&Mt?;‘Sport igs.hme lmse?s.e).r‘freaswerk;;\ta? 1985 1965

Greyhound Racing Control | 31 July 31 October. Ractng Act 1958 (S.81) | 22 November 17 Decarber
Board 1985

an extension to 14 October 1985

1985 1985
rd 31 31 October. Racing Act 1958 (S.47) | 21 October 22 October
Harness Racing Boa Tt y ng as zs
Totaldzator Agency Board | 31 July No date specified. Racing Act 1985 | 27 September 4 October Refer paragraphs 3,19.6 - 3.19.9,
1965 (s.116Y) 1985 1985

3.19.2

Audit Observations and Recommendations
DEPARIMENT OF SPORT AND RECREATION

Cost overruns on projects sponsored by Department.

(1) Australia Games - $920 000

The inaugural Australia Games held fram 26 January to 3 February 1985
in Melbourne, as part of Victoria's 150th anniversary, were controlled
by the Australia Games Foundation (AGF), a non-profit campany, limited
by guarantee and not subject to my audit. Forecast estimates of the
cost of staging the Games were in the vicinity of $2.2 million. The
audited financial statements indicated that the costs exceeded $3.3
million,

The funding agreement entered into between the Commorwealth
Govermment, the State Government and the AGF to stage the Games,
provided for Govermment grants of $800 000 fram the Cammonwealth and
$375 000 fram the State with the balance to came fram private
sponsorships, television rights, and gate takings. Under the
agreement, any shortfall in funds or cost overruns would be the
responsibility of the AGF and no further Goverrment assistance would
be forthcaming.
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As a result of financial difficulties arising out of the Games, the
AGF sought and received fram the Department advances totalling
$500 000 on condition that repayment take place when the AGF was in a
position to do so. The Minister for Sport and Recreation subsequently
approved the conversion of the advances to a grant.

In addition to the above fundings the AGF then sought further
financial assistance fram the Department. The additional money was
provided by the Department of Management and Budget as follows:

(i) establishment costs - $350 000, camprising:
. a loan of $262 500 repayable over the next 3 Games;

. an amount of $87 500 as the Victorian Govermment contribution to
the amortisation of establishment costs; and

(ii) a grant of $70 000

The total State Govermment funding for the Games was $1 295 000, an
increase of $920 000 over the initial agreed State grant of $375 000.

The Department advised audit that the establishment costs incurred in
staging the inaugural Games were expected to benefit future Games and
therefore could be considered a capital outlay in establishing them as
an international event.

(2) Sandown Motor Racing Circuit - $706 000

Cammonwealth funding of $2 894 680 was made available to the
Department in 1983 under the International Standard Sports Facilities
Program to develop an international standard motor racing circuit at
Sandown. No State Govermment funds were to be camitted to the
project.

An agreement between the Department and the Light Car Club of
Australia (ICCA) for redevelopment of the circuit was signed in
November 1983 and included the following conditions:

(i) the ICCA to accept responsibility for co-ordination of
documentation and construction;

(ii) the ICCA to enter into agreements and contracts;
(iii) the Department to reimburse the LCCA for claims;

(iv) the ©Department to reserve the right not to proceed if
expenditure exceeded the maximum Cammonwealth contribution of
$2 894 680;

(v) any excess expenditure to be financed by the LCCA; and

(vi) the LCCA to provide audited financial statements upon the
project's campletion.

In September 1984, when minor cost overruns were noted, the LCCA gave
assurances that they would be able to meet the additional costs fram
profits to be derived fram running the World Endurance Championship.
However, 1t was not until February 1985 that it became obvious that
they could not meet their outstanding debts.
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3.19.3

3.19.4

3.19.5

Anticipated profits fram the wWorld Endurance Championship held on
2 December 1984 did not eventuate. The Department advised audit that a
loss of $329 000 arose fram the following factors:

(i) low attendances at the championship;
(ii) failure to secure a major sponsor; and
(iii) a live telecast of the championship to Melbourne.

In view of the financial failure of the championship, the LCCA was
unable to meet outstanding debts relating to construction work at the
circuit. It was necessary for the Govermment to provide $706 000 to
meet these construction costs.

Audit examination of the monitoring procedures employed by the
Department over each project indicated that the Department:

(1) failed to establish a clear definition of responsibility; and
(2) failed to ensure adequate control over Govermment funds.,
Audit recammended that for future major projects:

(1) the financial management and viability of organisations be
appraised prior to any Govermment cammitment;

(2) the Department be actively involved in conjunction with project
management in monitoring the financial and operational status of
projects;

{3) all agreements with participating organisations be formalised; and

(4) a clear definition of responsibilities of all parties be
established to facilitate control over Government funds.

Response by Department

The Department has advised audit that consideration will be given to
incorporating the following features in future agreements for the
construction and ongoing control of similar projects:

(1) the construction elements of the project to be administered by
either a public statutory authority or a municipality. In either case,
the Department would specify the cost limits, the quality requirements
and the time constraints to apply;

(2) the facility to be constructed either on Crown land or on land
owned by a municipality. In some cases this might necessitate the
acquisition of land by the Crown or by local govermment prior to the
canmencement of construction;

(3) the ongoing operation of the facility to be managed by a duly
constituted cammittee of management or a responsible non-profit
organisation (responsibility evidenced by charter, duration of
existence and financial standing);
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3.19.6

3.19.7

3.19.8

3.19.9

3.19.10

(4) funding for the construction element to be managed through the
organisation appointed under (1) above, i.e. the grant fram this
Department and the Commonwealth Govermment would be assigned to the
appropriate public statutory authority or municipality;

(5) the Department to establish a finance cammittee camprising the
Department's finance manager, the co-ordinator, facilities and
technical design services unit fram the Department and a
representative(s) of the particular organisation(s) involved with the
project. This cammittee would be responsible for the vetting of all
financial aspects of the project and for reporting to the Director-
General on these matters; and

(6) with regard to points (1) and (3) above, the Department would play
an active role in the project and would be represented on these
bodies. During the construction phase the representative probably
would be the co-ordinator, facilities and technical design services
unit.

TOTALIZATOR AGENCY BOARD

Review of computer installation

buring the year a review of the camputer installation at the Board's
headquarters was undertaken, Areas reviewed included management
policies, operations procedures, system develcoprent procedures and
maintenance controls. Several audit recamendations were made and
appropriate corrective actions were taken by the Board. However, a
matter still outstanding is the lack of a proven plan to enable the
Board to recover fram a major disaster at its camputer centre.

Although various discrete recovery strategies had been propounded by
the Board, they had not been integrated into a formal disaster
recovery plan, nor tested. Consequently, audit was unable to satisfy
itself that the Board could restore its wagering service within a
reasonable interval if the centre became inoperative.

As the Board is an organisation totally reliant on the uninterrupted
functioning of its camputer systems audit considered the non-
formalisation and testing of a disaster plan by the Board was a
significant system weakness.

Response by Board

The Board advised that it considered its recovery strategies were
extensive, ranging fram the recovery of a single betting module to
recovery of the wagering system from a major disaster. It has not
attempted to "live test" full disaster recovery as in the Board's view
the substantial costs of this exercise would constitute unwarranted
expenditure.

while the recovery contingency procedures are presently well

documented and understood within the Board, action is being taken to
consolidate them into a formal major disaster recovery plan.
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Status Report

Status at date of
presentation of

Report Page Subject this report

Department of Sport and Recreation

October 156 Stock records or Manual controls

1982 stock control system is now operating.
not in operation.

Second 101 Unsatisfactory procedures Position

Report for payment of grants fram unchanged.

1982-83 the Racecourses Development

Fund and the Greyhounds
Racing Grounds Development
Fund.

Totalizator Agency Board

Third 78 A consistent policy is Appropriate
Report necessary for the action has been
1982-83 accounting treatment of taken on this
research and development matter.
costs.,
Third 67 A lack of segregation of Matter under
Report duties in the area of attention,
1983-84 investments.
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3.20

TRANSPORT

3.20.1 'Ihe. Minister for.'I‘ranSport is responsible for the following entities
audited by the Auditor-General:
. Grain Elevators Board
« Marine Board of Victoria
. Metropolitan Transit Authority
. Ministry of Transport
. Port of Geelong Authority
+ Port of Melbourne Authority
. Port of Portland Authority
. Road Construction Authority
. Road Traffic Authority
. State Transport Authority
. Victorian Transport Borrowing Agency
Progress of Audit
Entities Financial Legislative Reporting Date Financial | Cate Further Reference/Camment in this Report
Year Deadline Staterents Auditor-General 's
Ended Signed Report Signed
Completed Audits
Grain Elevators Board 30 Septerber | 31 Decarber. Annual Reporting 21 Noverber 19 Decamber
1985 Act 1983 (S.9) 1985 1985
Metropolitan Tramsit 30 June 30 Septerber. Annual Reporting 16 Septevber Z7 September Qualified opinion issued, refer paragraph
Authority 1985 Act 1983 (S.9) 198 1985 3.20.2. Additional caments, refer 3.20.3
- 3.20.15.
Ministry of Transport 30 June 30 Septarber. Anual Reporting Act | 27 Septerber 30 Septenber Section 74 of the Marine Act 1958 requires
(including Marine Board 1985 1983 (S.8). Treasurer granted 1985 1985 that the Auditor-General audit the Pilots
of Victoria) extension to 14 October 1985 Salary Fund which is administered bty the
Marine Board. The axdit has been corpleted
to 30 June 1985. Qualified apinion issued,
refer paragraphs 3.20.19 - 3.20.22.
Additional caoments, refer paragraphs
30.20.16 - 3.20.25.
Port of Melbaurne 30 June 30 Septamber. Annual Reporting 18 Septarber 25 Septarber ! Refer paragraphs 3.20.26 - 3.20.31.
Authority 1985 Act 1983 (5.9) 1985 1985
Port of Portland | 30 June No date specified. Port of 28 Noverber 12 Decarber i
Authority , 1985 Portland Authority Act 1958 (S.44) | 1985 1985 i
Road Construction 30 June 30 September. Transport Act 25 October 6 November | Qualified gpinion issued, refer paragraphs
Authority 1985 1983 (S.67) 1985 1985 3.20.32 - 3.20.37.
Road Traffic Authority 30 June ° 30 Septerber, Transport Act 5 Septearber 27 Septarber Qualified gpinion issued, refer paragraph
1985 1983 (5.67) 1985 1985 / 3.20.38.
State Transport 30 dne 30 Septanber. Avnual Reporting 24 Septamber 30 Septarber - Qualified pinion issued, refer paragraph
Authority 1985 Act 1983 (S.9) 1985 1985 3.20.39. Additional comments refer
paragraphs 3.20.40 - 3.20.41.
Victorfan Transport 30 June 30 Septamber. Transport Act 18 October 25 October
Borrowing Agency 1985 1983 (5.67) | 1985 1985
Incomplete Audits
Port of Geelong 31 Decarber | No date specified. Port of Geelong Axdit in progress.
Arthority 1985 Authority Act 1958 (S.86)
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3.20.2

3.20.3

3.20.4

3.20.5

Audit Observations and Recommendations
METROPOLITAN TRANSIT AUTHORITY

Qualification of financial statements

The Authority's financial statements for 1984-85 were qualified on tr.le
grounds that the Authority treated moneys received fram the Public
Account (other than contributions towards operating expenses and
subsidies) as advances, and treated payments to the Public Account,
(proceeds of borrowings, sale of assets, lease drawdowns .and
unexpended appropriations received fram the Public Account for capital
purposes) as repayments of advances. As the Appropriation (1984 -85,
No. 1) Act 1984 and the Transport Act 1983, under whose provisions the
transactions occurred, did not indicate whether the amounts were
advances or repayment of advances, audit was unable to form an opinion
as to whether the transactions had been reported in the appropriate
manner,

The 1983-84 financial statements of the Authority were qualified on
the same grounds.

Funding of operations

Audit considers that the practice of borrowing moneys to cover
operating costs, if continued in future years, will eventually lead to
financial difficulties and affect the overall financial viability of
the organisation,

An examination of the Authority's statement of sources and
applications of funds in 1984-85, an abridged version of which is set
out below, disclosed that of borrowings (inscribed stock and leasing
finance) raised duringy the year ($286.256 million), an amount of
$16.617 million had been applied towards operating costs.,

Sources of funds ‘ Operations Borrowings
$000 5000
Fram operations 180 123
Govermnent contributions 286 722
Sale of assets 9 401
Reduction in cash and investments 37 110
Increase in creditors and liabilities 22 935
Inscribed stock and leasing finance 286 256
Total funds available 536 291 286 256
Applications of funds rations Capital
$000 5000
Operations 552 908
Redemption of loans 61 270
Increase in assets 208 369
552 908 269 639
(shortfall) excess in funds (16 617) 16 617
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3.20.6

3.20.7

3.20.8

3.20.9

3.20.10

3.20.11

3.20.12

3.20.13

The shortfall in funds fram operations has been met fram borrowings.

Further analysis of the Authority's financial transactions revealed
that:

(1) the 1level of borrowings at 30 June 1985 ($1 030 million) had
increased by 31 per cent over the level at 30 June 1984 ($788
million); and

(2) associated finance charges, including interest capitalised on
major capital projects, had increased by 41 per cent fram $82
million in 1983-84 to $116 million in 1984-85.

Audit recammended that the funding process and use of borrowings to
meet operating expenses be reviewed.

MetRail

The Transport Act 1983 provides for the Metropolitan Transit Authority
(MTA) to be responsible for the operation and management of the
metropolitan rail service. The Act also provides that the State
Transport Authority (STA) shall control and maintain all railway
facilities and ancillary equipment and shall be the employing
authority for all officers engaged in the provision of railway and
ancillary services. MetRail is the operating division which accounts
for and co-ordinates metropolitan rail operations.

In my report to Parliament in April 1985, I cammented that the
existing legislation and administration arrangements resulted in
conflict as to which authority had in practice the final
responsibility for the operation and management of the metropolitan
rail service. This matter is under review by a working party
established by the Ministry of Transport.

The administration arrangements have also resulted in accounting
problems in respect to certain charges raised by the STA for the
operation of the metropolitan rail service. These charges are referred
to in this report as nomcash charges, details of which are given
hereunder.

Non-cash charges

Charges raised against the Authority by the State Transport Authority
for the operation of MetRail, included both cash and non-cash based
charges, Examples of non-cash based charges were depreciation and
provisions for employee benefits such as superannuation.

As the budgets for the MTA and STA are prepared on a cash basis, and
because the amount appropriated to the MTA fram the Consolidated Fund
is also detemined on a cash basis, the Authority reimburses the STA
for cash based charges only. As a result, the non—-cash based charges
of $84 million at 30 June 1985 remain as a liability to STA. Under
present arrangements the Authority will not be able to clear this
liability which will increase every time non—cash based charges are
raised by the STA.
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3.20.14

3.20.15

3.20.16

3.20.17

3.20.18

3.20.19

3.20.20

3.20.21

3.20.22

Aaudit recognises that the accounting treatment adopted reflects:

(1) differences which arise fram reportlng the Authority's
operations on an accrual basis and detemining the funding for
operations on a cash basis; and

(2) the effect of the legislation which governs STA and MTA in
relation to the responsibility and management of MetRail operations.

However it is recammended that the current procedures be reviewed with
particular emphasis given to the possibility of the Authority adopting
alternative bases and accounting treatment for these charges.

MINISTRY OF TRANSPORT

Transactions between transport authorities and the Public Account

My report to Parliament in April 1985 drew attention to the
inconsistency in accounting treatment by transport authorities, i.e.
Metropolitan Transit Authority, Road Construction Authority, Road
Traffic Authority and State Transport Authority, of certain
transactions between the Authorities and the Public Account.

The report also referred to the need for action to be taken by the
Ministry of Transport and the Department of Management and Budget in
consultation with the Authorities to standardise the manner in which
the transactions are to be reported.

The anticipated action did not eventuate, with the result that the
inconsistencies of treatment, which are evident fram a camparison of
the qualification on the financial statements of the Metropolitan
Transit Authority, Road Traffic Authority and State Transport
Authority, remained at 30 June 1985, Details of the gqualifications can
be found in the sections of this report dealing with the respective
Authorities.

Qualification of financial statements

The financial statements of the Ministry were gualified on the grounds
that they did not camply with the Annual Reporting (Administrative
uUnits) Regulations 1985 in that they did not include certain fees and
charges collected by the Road Traffic Authority.

In audit opinion the fees and charges should have been paid by the
Authority to the Consolidated Fund and, in accordance with the above
mentioned regulations, should have been included in the financial
statements of the Ministry. The 1983-84 statements of the Ministry
were qualified on the same grounds.

The Ministry has sought the advice of the Crown Solicitor to resolve
this matter. At the date of preparation of this report, the Ministry
had not received the Crown Solicitor's opinion.

Further comment on the grounds for the qualification relating to the

payment of the fees and charges to the Consolidated Fund is contained
in the section of this report on the Road Traffic Authority,
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3.20.23

3.20.24

3.20.25

3.20.26

3.20.27

3.20.28

3.20.29

3.20.30

Accountability for special projects

The Appropriation (1984-85 Act, No. 1) 1984 provided for the Ministry
to spend up to $16.1 million on special projects. The Ministry has
interpreted special projects as those approved by the Minister which
are designed to improve, develop and better co-ordinate railway,
tramway and road transport in Victoria. Actual expenditure totalled
$13.5 million and included the annual contribution to the State
Bicycle Committee, and items of a one-off nature, for example a $5
million interest free loan to the State Transport Authority.

Audit examination of special project expenditure indicated a lack of
budgetary control over individual projects both at approval and
progress stages, and a lack of disclosure within the annual financial
statements of the Ministry as to the nature and extent of projects
undertaken during the year.

In the interests of accountability, audit recommended that full
disclosure of individual special projects be included in the
Ministry's annual financial statements. It is anticipated that
proposed changes to the Ministry's accounting system will improve
budgetary control over individual projects.

PORT OF MELBOURNE AUUTHORITY

Superannuation fund shortfall

An actuarial investigation of the Members' Superannuation Fund
revealed that a shortfall of $3.8 million existed in the fund at 30
June 1984. Of this amount, $1.6 million related to the cammtation
recoupment method used between 1 January 1967 and 30 June 1979 for
lump sum payments, whereby the total payment was initially charged to
the fund with the Authority's share of the payment being credited to
the fund over the 1life of the pensioner. Of the total amount, the
Authority provided $0.7 million in 1984-85, The balance of
$0.9 million will be provided by the Authority in future years.

The fund is invested in the Authority's operations. It was the
actuary's opinion that the primary factor leading to the balance of
the shortfall of $2.2 million was the rate used to detemmine the
notional interest credited to the fund, The notional interest rate
used is specified in the Port of Melbourne Superannuation Regulations
1974 as the yearly earning rate of the State Superannuation Fund.

Other contributing factors to the shortfall included the impact of
inflation on salaries, the high number of ill health retirements and
the introduction of an early retirement option. The Authority is
considering the actuary's report but has not made any decision as to
its 1liability for, or the method to be adopted to fund, the shortfall
of $2.2 million.

Audit recammended that the Authority take appropriate action to ensure
the shortfall was funded.

State convention centre

In December 1983 the Govermment requested the Authority to prepare
detailed plans for a State convention centre and an associated hotel
adjacent to the World Trade Centre site. As at 30 June 1985 the
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3.20.31

3.20.32

3.20.33

3.20.34

3.20.35

3.20.36

3.20.37

3.20.38

Authority had incurred costs amounting to $974 244 in respect of the
design phase of this project.

The Authority had indicated its willingness to fund the design phase
provided that it received an undertaking fram the Government that any
expenditure would be reimbursed irrespective of whether the project
finally proceeded or not. The Treasurer gave an undertaking that the
development costs would be reimbursed to the Authority when the
Convention Centre Authority was established.

ROAD CONSTRUCTION AUTHORITY

Qualification of financial statements

The financial statements of the Authority - were qualified on the
following grounds.

Prior to 1984-85 it was the Authority's accounting policy for
expenditure on property acquired for roadworks to be charged against
incame in the year of purchase, with the value of property which had
not actually been used in roadworks at balance date being disclosed in
a note to the financial statements.

Fram 1 July 1984 the Authority changed its accounting policy to one of
initially capitalising the cost of acquisition. When the property was
used for roadworks the cost would be charged against incame with a
consequential reduction in the capitalised value of property held.

To incorporate the change in accounting policy, property held at
1 July 1984 valued at $145.5 million was brought to account as an
asset.

Audit examination of the asset figure for property held for use in
future roadworks as at 30 June 1985 disclosed inaccuracies due to the
inclusion of a number of properties which had, in fact, been
incorporated into roadworks prior to that date., It was also found that
amounts charged against incame for roadworks expenditure during the
year included the value of properties which had been incorporated into
roadworks prior to the 1984-85 year.

It was not practicable for audit to identify all properties concerned.
Consequently audit was unable to form an opinion as to the adequacy or
otherwise of the value of the asset item, land and buildings acquired
for roadworks, the amount charged against incame for properties
incorporated into roadworks and the adjustment to the accumulated
deficit brought forward at 30 June 1984,

ROAD TRAFFIC AUTHORITY

Qualification of financial statements

The financial statements were qualified on the following grounds:

(1) Treatment of appropriations fram the Public Account

The Authority offset an awount of $4.3 million paid into the Public
Account, under the provisions of the Transport Act 1983, against an
amount of $44.5 million received fram the Public Account under the
provisions of the Appropriation (1984-85, No. 1) Act 1984 and reported
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3.20.39

the balance as incame 1in the incame and expenditure statement. As
neither of the Acts indicated whether or not the amounts appropriated
were revenue grants by Govermment, and the amounts paid to the Public
Account were reductions of such revenue grants, audit was unable to
form an opinion as to whether the transactions had been reported in
the appropriate manner.

Response by Authority

The method of handling amounts paid into the Public Account is
consistent with current Govermment policy and procedures agreed to
with the Department of Management and Budget (DMB), The Authority will
therefore continue to disclose these transactions in this manner.

(2) Retention of fees collected under the Motor Car Act

During 1984-85 the Authority collected and retained certain fees
levied under the Motor Car Act 1958 amounting to approximately
$7.9 million, such amount being reported as incame in the incame and
expenditure statement. The Motor Car Act 1958 does not prescribe how
such fees are to be applied. Section 11 of the Audit Act 1958 provides
that where no mode of applying a fee is prescribed by law, then the
fee shall form part of the Consolidated Fund. In audit opinion such
fees constitute moneys payable by the Authority to the Consolidated
Fund. At 30 June 1985 fees totalling approximately $16 million due to
the Consolidated Fund had been retained by the Authority.

A similar exception opinion was given on the 1983-84 financial
statements of the Authority. T recammended in my Fourth Report to
Parliament for that year that the legal position be clarified. In
response the Authority, through the Ministry of Transport, sought the
Crown Solicitor's opinion.

Response by Authority

The Authority's treatment of fees raised under the Motor Car Act 1958
reflects 1984-85 budgetary decisions reached between the Ministry of
Transport and the Department of Management and Budget, and is
consistent with legal opinion obtained by the Authority. The Authority
proposes to continue the present practice pending receipt of the Crown
Solicitor's opinion.

STATE TRANSPORT AUTHORITY

Qualification of financial statements

The financial statements of the State Transport Authority were
qualified on the following grounds:

(1) Fixed assets and depreciation

The asset recording system of the Authority did not pemit the
identification and detemination of the cost and accumulated
depreciation of individual assets due to deficiencies in the methods
and records used Dby predecessor Authorities to record fixed assets.
As a result audit was unable to detemmine the existence or cost
associated with all individual fixed assets. In addition the adequacy
of the yearly depreciation charge could not be determined.
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3.20.40

3.20.41

(2) Appropriations fraom the Public Account as advances

The Authority treated moneys appropriated fram the Public Account for
capital works, together with amounts made available to predecessor
Authorities, as advances fram State Government., Moneys paid into the
Public Account in accordance with section 66 of the Transport Act
1983, i.e. borrowings and proceeds of sales of assets, were treated as
repayments of such advances. The difference bhetween the amounts
received and paid has been treated within the Authority's balance
sheet as equity. The Annual Reporting (Large Trading and Rating Public
Bodies) Regulations 1984 require that the transactions be reported in
accordance with their nature. As neither the Transport Act 1983 nor
the Appropriation (1984-85, No. 1) Act 1984 indicate whether the
transactions represent advances by State Government or repayment of
such advances, and whether the difference represents equity, audit was
unable to conclude that the transactions had been presented in
accordance with the requirements of the regulations.

It is anticipated that the matters relating to fixed assets and
depreciation will be resolved within the next two years as a
camputerised fixed asset register has been installed. Various classes
of assets have been or are proposed to be the subject of stocktakes
and steps are being taken to review the various values associated with
the classes of assets.

Annual accounts

Following the introduction of the Transport Act 1983, the State
Transport Authority experienced difficulties in producing its annual
financial statements within the legislative timeframe. It is pleasing
to note that the Authority was able to prepare the annual accounts of
1984-85 on time, thereby ensuring audited financial statements were
presented to the Minister for Transport by the legislative deadline of
30 September, as required by the Annual Reporting Act 1983.
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Status Report

Report

Fourth
Report
1983-84

Fourth
Report
1982-83

Third
Report
1983-84

Fourth
Report
1983-84

Page

81

33

34

47

83

84

Subject
Transport Authorities

Problems associated with
accounting procedures for
recording transactions between
the Authorities and the Public
Account. The Ministry of
Transport and the Department
of Management and Budget

need to consult with the
Authorities to standardise the
manner in which the transactions
are reported.

Grain Elevators Board

Overpayment of travelling and
other expenses to former
chairman totalling $7 603

($5 164 in 1981-82 and $2 439
in prior years).

Crown Solicitor's opinion sought
by Ministry of Transport on
whether overpayments of $8 838
to senior management since 1979
should be recovered.

Ministry of Transport

Salaries of officers seconded
to the Ministry not disclosed
in annual financial statements.

Metropolitan Transit Authority

Administrative arrangements and
legislation relating to the
operation and management of
metropolitan rail operations need
to be addressed to enable such
operations to be properly
accounted for and managed.

Agreement for detemmining costs
and revenue applicable to
metropolitan rail operations
should be formalised.
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Status at date of
preparation of

this report

Position
unchanged, however
audit has been
advised that
discussions are
taking place.

An amount of

$5 403 is still
outstanding. The
Board has sought
guidance fram the
Ministry of
Transport as to
what action should
be taken to recover
these funds.

Legal opinion
indicates that no
further action
required.

Resolved. 1tem now
fully disclosed in
the annual
statements.

Working party
established by the
Ministry of
Transport to
review the
situation.

Position
unchanged.



Report

Fourth
Report
1983-84

Third
Report
1982-83

Fourth
Report
1983-84

Fourth
Report
1983-84

Page

84

85

85

58

87

88

89

90

91

Subject

Status at date of
preparation of

this report

Metropolitan Transit Authority (Cont.)

To enable control over costs and
revenue applicable to
metropolitan rail operations,
suitable monitoring and analysis

techniques should be implemented.

Legislation relating to orders
for vesting of assets between
authorities should be reviewed.

Policy and procedures for
determining public liability
provision needed to be reviewed.

Port of Portland Authority

Current account overdrawn by the
Authority on a number of
occasions without the consent
of the Treasurer as required by
the Port of Portland Authority
Act 1958.

Road Construction Authority

Property acquired for roadworks
should be brought to account as
an asset.

Natural Disaster Relief Grants
expenditure not supported by
documentary evidence.

Financial records did not
contain historical costs of all
land and buildings nor were
buildings being depreciated.

Adjustments required to

depreciation records relating
to plant and motor vehicles,

Road Traffic Authority

Legal position regarding
retention by the Authority of
certain fees levied under the
Motor Car Act 1958 needs to be
resolved.
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Improvement has
been made in
procedures used.

Position
unchanged.

Position now
satisfactory.

Practice has been
continued by
Authority.

Position now
satisfactory.

Documentary
evidence obtained
to support
expenditure.
Unspent balances
have been repaid
to Public Account.

Historical costs

now being recorded
and buildings are
being depreciated.

Action has been
taken, however a
number of matters
still requiring
adjustment.

Position
unchanged. Refer
additional
camments in para-
graph 3.20.38.



Status at date of
preparation of
Report Page Subject ' this report

State Transport Authority

Supple- 233 V/Line Industries Pty Ltd, a Position

mentary wholly owned subsidiary of the unchanged.

Report Authority, no provision in

1981 . legislation for accounts to be

December 107 audited by Auditor-General.

1982

Fourth 94 The recording system is Action underway to

Report presently inadequate to resolve this

1983-84 establish the existence and cost matter hut likely
of individual assets and to take several
detemmine an appropriate years.

depreciation charge.

95 Track and related infrastructure Position
- in audit opinion the present unchanged.
accounting policies, in relation
to depreciation, maintenance and
deferred maintenance requires

review,
95 Lack of asset capitalisation Policy introduced
policy. during 1984-85.
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3.21

3.21.1

3.21.2

TREASURER

The Treasurer is responsible for the administration of the following
entities audited by the Auditor-General:

. Capital Works Authority

. Coal Mine Workers' Pensions Tribunal

. Department of Management and Budget

. Hospitals Superannuation Board

. Metropolitan Fire Brigades Superannuation Board

. Motor Accidents Board

. Parliamentary Contributory Superannuation Fund

. State Pwployees Retirement Benefits Board

. State Insurance Office

. State Superannuation Board (including Lump Sum Fund, Pensions
Supplementation Fund, Holmesglen Constructions Superannuation
Plan)

. Tattersall Sweep Consultations

. Victorian Coal Miners Accidents Relief Board

. Victorian Development Fund

. Victorian Public Authorities Finance Agency

. Workers Campensation Board

New Authorities

(1) Capital Works Authority

In my report on the Treasurer's statement for the year ended 30 June
1985 I drew attention to the establishment of the Capital Works
Authority.

The Authority, constituted by Order in Council on 28 May 1985, shall
fram time to time as requested in writing by the Treasurer:

(i) negotiate contracts on behalf of the State of Victoria for the
borrowing of money;

(ii) enter into and execute contracts on behalf of the State of
Victoria for the borrowing of money; and

(iii) affix and authenticate the seal of the Treasurer to any contract
which it is authorised to enter into and execute.

All moneys borrowed by the Capital Works Authority are to be paid into
the Consolidated Fund or the Works and Services Account.

The audit is to be undertaken at the request of the Treasurer pursuant
to section 3 of the Audit Act 1958.

(2) State Insurance Office

On 18 September 1984 the State Insurance Office Act 1984 was
proclaimed. This Act, which repealed the State Insurance Office Act
1975, established the Office as a body corporate under the control of
a Board of Management consisting of 5 directors.
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Progress of Audit

Entities Financial Legislative Reporting Date Financial | Dete Further Reference/Coment in this Report
Year Deadline Statements Audftor-General 's
Ended Signed Report Signed
Completed Audits
Coal Mine Workers' 30 June No date specified. Coal Mines Act 2 October 14 October
Pensions Tribunal 1985 1958 (5.128) 1985 1985
Department of Management | 30 June 30 Septarber. Annual Reporting Act | 30 September 4 October Qualified gpinfon 1ssued, refer paragraphs
and Budget 1986 1983 (S.8) Extension granted by 1985 1985 3.21.3 - 3.21.6. Additional coments refer
Treasurer to 21 October 1985 paragraphs 3.21.7 - 3.21.12,
Hospitals Superannuation 30 June No date specified. Hospitals 4 Noverber 13 Noverber Qualified gpinfon issued, refer paragraph
Board 1985 Superannuatton Act 1965 (5.9) 1985 1988 3.21.13,
Motor Accidents Board 30 June 31 Decarber. Motor Accidents Act 20 Decerber 23 Decerber Qualified gpinion issued, refer paragraphs
1985 1973 (5.86) 1965 1985 3.21.14 - 3.21.15,
Parl{amentary 0 June No reporting requirements, however | 13 November 20 Noverber Refer paragraphs 3.21.16 - 3.21.17,
Contr {butory 1985 the trustees report anually to 1985 1985
Superanvuat fon Fund Parliament. Audit conducted at
request of Treasurer
State Emplgyees 30 June No date specified. State Enplguees | 28 Novamber 2 Decarber
Retirement Benefits Board | 1985 Retirement Benefits Act 1979 (S.11) | 1985 1985
State Insurance Office 30 June 30 Septerber, State Insurance 14 October 25 October Qualified opinion fssued, refer paragraphs
1965 Office Act 1984 (S.24) 1985 1985 3.21.23 - 3.21.26. Additional coments
refer paragraphs 3.21.18 - 3.21.33,
State Superanruation Refer paragraphs 3.21.34 - 3.21.47.
Board
Superannuation Fund 30 June No date specified. Superanruation 13 December 13 Decanber
1985 Act 1958 (S.63) 1986 1985
Lurp Sum Fund 30 June No reporting requirements. Audit 13 Decerber 13 Decewer
1986 conducted under Superannuation 1985 1985
(Lunp Sum Benefits) Act 1981 {S.17)
Pensions 2 June No date specified. Pension 13 Decamber 13 Decerber
Supplamentation Fund 1985 Supplementation Act 1966 (S.10) 1985 1985
Holmesglen 30 June No reporting requirements. Audit 20 Septatber 8 October
Constructions Super- 19685 conducted at request of Treasurer 1985 19%6
anruation Plan
Tattersall Sweep 30 June No reporting mﬁments undated 23 Decerber
Consultations 1985 1985
Victorian Coal Miners 30 June No requirement to prepare financial | 2 October 11 October
Accidents Reljef 1986 stataments or to report to Parlia- | 1965 1985
Board ment. The Coal Mines Act 1958
provides for the axiit of the bocks
and acoounts. (S.81)
Victorian Develcqpment 30 June 30 Septarber, Public Account Act 30 August 23 Septerber Refer paragraphs 3.21.48 - 3,21.52,
Fund 1985 1958 (S.76) 1985 1985
Victorian Public 30 &kne 30 Septamber. Victorian 30 Septamber 9 October
Authorities Finance 1985 Public Authorities Finance 1965 1985
Agency Act 1984 (S5.14)
Incomplete Audits
Capital Works Authority | 30 June No reporting requirements. Audit N financial statements recefved as at
1985 conducted at request of Treasurer 3 February 1986,
Metrapolitan Fire 30 June No date specified. Metropolitan Audit finalised. Aiting adopted
Brigades Superanuation | 1985 Fire Brigades Superannuation Act financial statements.
Board . 1976 (5.7)
[Workers Compensation 30 dme fugust.. Workers Campensation Act to flrancial statevents received as at
Board 1985 1958 (s.82) 3 February 1986. Difficulties being

experiencad by former Board in finalising
the statorents.
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3.21.3

3.21.4

3.21.5

3.21.6

3.21.7

3.21.8

3.21.9

3.21.10

3.21.11

Audit Observations and Recommendations
DEPARTMENT OF MANAGEMENT AND BUDGET

Qualification of financial statements

The financial statements of the Department were gualified on the
grounds that audit was unable to form an opinion on the reliability of
the estimates of $51 million for outstanding land tax and
$13.9 million for payroll tax included in the statements. The Taxation
Office did not have satisfactory systems in place to provide accurate
figures in 1984-85.

In previous reports I drew attention to the unreliable information
contained on the land tax database. Whilst considerable progress had
been made to improve the integrity of this information, segments of
the land and owner portion of the database were still unreliable. This
was the main reason for the inability to accurately detemmine land tax
debtors at 30 June 1985.

The item payroll tax debtors 1in the financial statements included
amounts payable under proofs of debt lodged in the case of liguidated
campanies, arrangements entered into by the Cammissioner and
assessments made under section 18(2) of the Payroll Tax Act 1971,
which ocould not be accurately estimated at 30 June 1985.

Audit recammended that efforts be increased by the Taxation Office to
develop suitable systans to enable amounts outstanding to be
detemmined at balance date,

Failure to determine status of moneys expended on railways

Prior to 30 June 1983 the operations of the former Victorian Railways
Board were conducted through the Public Account. Capital expenditure
by the Board was financed fram appropriations made under various works
and services acts.

The capital liability recorded by the Department of Managewent and
Budget on behalf of the former Board at 1 July 1983, the date of
establishment of the State Transport Authority (the successor
authority to the Board), was $586 million after allowing for a credit
of $148 million in the National Debt Sinking Fund.

The Department did not include the 1liability in its financial
statements for 1984-85 as it had not determined whether the amount
involved is to be regarded as the State's equity in the STA or whether
that authority will be required to repay the amount advanced by the
State.

In the absence of a definitive statement by the Department, the
Authority recorded the amounts as equity in its financial statements,
resulting in the statements of the Authority being qualified in 1983-
84 and 1984-85. Comment is contained in the Transport section of this
report.

Audit is concerned that this matter has remained unresolved since the

establishment of the State Transport Authority on 1 July 1983 and
recamends priority be given to its resolution.
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3.21.12

3.21.13

3.21.14

3.21.15

3.21.16

3.21.17

Response by Department
The treatment of both moneys advanced to the Transport Authorities by
the Department and borrowed through the Victorian Transport Borrowing
Agency is under active consideration and is expected to be resolved
during the 1986-87 Budget considerations.

HOSPITALS SUPERANNUATION BOARD

Qualification of financial statements

The financial statements of the Board were qualified on the grounds
that certain investments of the Hospitals Superannuation Fund were
held in the names of 1life insurance campanies. These investments
totalling $125.7 million and the related incame of $20.5 million,
which included both realised and unrealised gains and losses, have
been included in the accounts on the basis of statements furnished by
the above mentioned campanies. They were not able to be independently
verified by audit because of the nature of the investments.

MOTOR ACCIDENTS BOARD

Qualification of financial statements

The financial statements of the Board were qualified on the basis of
the carry-forward effect of an accounting policy followed by the Board
in the previous financial year. Under this policy the Board made
certain payments totalling $1.4 million late in 1983-84 and deferred
recognition of the expenditure in the financial statements until 1984~
85,

The resultant impact of the 1983-84 deferral of expenditure on the
financial statements for 1984-85 was that the item in the incame and
expenditure statement benefits paid by the Board was overstated by
$1.4 million,

PARLIAMENTARY CONTRIBUTORY SUPERANNUATION FUND

Excess contribution to the fund

Section 13 of the Parliamentary Salaries and Superannuation Act 1968
provides for an actuarial investigation of the fund at 3 yearly
intervals. The report on the actuarial investigation in relation to
the triennium ended 30 June 1984 was submitted by the actuary on
4 January 1985. The actuary certified the amount required to be paid
to the fund fram the Consolidated Fund in 1984-85 to be $2.8 million.

The Department of Management and Budget was not notified of the
results of the actuarial investigation until October 1985. As a result
of this delay, an amount of $4.9 million was received fram the
Consolidated Fund in 1984-85. Of this amount, $2.1 million (the
difference between the amount received by the fund and the amount
certified by the actuary) was not legally available to the fund. That
amount, together with interest earned to 30 June 1985 of $151 789, has
been recognised as an amount owing to the Consolidated Fund at 30 June
1985. Both amounts, together with interest up to date, have been
repaid to the Consolidated Fund.
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STATE INSURANCE OFFICE

Introduction

Principal activities carried out by the State Insurance Of'fice
(S.1.0.) during the financial year were the underwriting of various
classes of general insurance including employers' liability, motor
vehicle, buildings, household contents and personal lines, the
investiment of funds, and the development, ownership and occupation of

property.

The S.I.0. is now the sole insurer of campulsory third party
insurance. This position has arisen because over the years private
campanies have ceased providing this type of insurance as it was
considered unprofitable. 1In practice campulsory third party is now
perceived as being in the nature of a cammunity service.

Financial position

The unprofitable nature of the campulsory third party insurance
business has been reflected in the financial position of the S.I.0.
The financial position has continued to deteriorate, notwithstanding
the steps taken by the S.I.0. during the last 4 years to change the
basis of the calculation of the outstanding campulsory third party
liabilities.

The following table shows the net liabilities over the past 4 years as
reported by the S.1.0. together with a camparison of the position if
ultimate cost, at the time of settlement, had been used in valuing
outstanding claims liabilities.

Net liabilities of the 1981-82  1982-83 1983-84 1984-85*
s.I1.0. $000 $000 $000 $000

On the basis that out-
standing claims _
are valued at ultimate
cost 338 925 476 466 1 029 257 1 708 373

On the basis that out-

standing claims are

valued in the method

adopted by the S.I.O, 75 175 234 983 711 957 856 073

* As fram 1 July 1984 the employers' liability policy in respect of
workers campensation cover for certain Government employees has
been calculated on a pay-as-you-go basis with no provision for
outstanding claims being included in the 1984-85 accounts.

In my December 1982 and April 1984 Reports to Parliament I adverted to
and gave reasons for my concern at the practice of making an allowance
for an estimate of the anticipated interest, that would be earned in
future accounting periods on the investments underpinning the
provision, in assessing the outstanding claim provision for reporting
purposes in the financial statements.
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In my report on 30 April 1985 I further referred to the matter and
made the following camment: "In my opinion these losses (campulsory
third party insurance losses) have impacted upon the ability of the
office to achieve the projected future incave and this in fact has
been recognised by the insurance camnissioner in lowering the average
yield used in detemmining future investment incame to discount the
provision for outstanding claims”, In fact, the allowance for future
investment incame which had been first adopted by the insurance
cammissioner in 1980-81 has heen progressively reduced by adjusting
the average yield used in actual calculation of the allowance fram 11
per cent in 1981-82 to 6.7 per cent in 1983-84.

Qualification of financial statements

In the year 1984-85, in accordance with the advice received fram the
Department of Management and Budget, the S.I.0. adopted a net present
value basis of wvaluing both the outstanding claims liability for
campulsory third party and commercial employers' liability.

Audit could not be satisfied that this method of valuing outstanding
claims for these categories of insurance was appropriate. Therefore it
was necessary to record the following qualification on the 1984-85
financial statements of the Office:

(1) The Board has adopted the net present value approach to the
valuation of its liability for outstanding claims for campulsory third
party and cammercial employers' liability,

I am unable to be satisfied that the method used by the Board in
valuing the liability for outstanding claims for compulsory third
party and cammercial employers' 1liability is appropriate for these
categories of insurance,

The Board has indicated that had it not adopted a policy of valuing
the 1liability for outstanding claims for compulsory third party and
camrercial employers' liability at net present value:

(i) outstanding claims for campulsory third party of $1 908.2
million would have been $2 658.3 million; and

(ii) outstanding claims for cammercial employers' 1liability of
$173.3 million would have been $275.5 million.

Based on the Board's figures:

(i) the loss on campulsory third party operations of $238.1 million
would have been $670.9 million;

(ii) the disclosed profit of $81.2 million for all employers’
liability would have been a loss of $21 million;

(iii) the overall loss for the year of $144.1 million would have been
$679.1 million; and

(iv) the owverall accumulated losses of $909.3 million would have
been $1 761.6 million,
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The Treasurer has given an undertaking that, on the recanmmendation of
the Board, cash requirements necessary to meet claims under campulsory
third party insurance policies will be provided by the Govermment
without the use of assets associated with other classes of business of
the S.I.0.

(2) An additional provision for outstanding claims for camlerc_:ial
employers' liability for possible retrospective legislation,
subsequent court decisions and other emerging work related diseases
has been provided. Documentation provided in support of this provision
of $50 million, an increase of $5 million in 1984-85, did not enable
me to detemmine the adequacy of this camponent of the provision.

whilst the Board of the S.1.0. adopted net present value as the basis
of wvaluing outstanding claims 1liabilities for third party and
camercial employers' liability, it also indicated in the notes to the
financial stataments that further losses would occur in future years
due to the interest that would not be earned because of a shortfall in
assets under the current funding arrangements. The actuarial estimate
at 30 June 1985 of these further losses was $402 million.

I am pleased to note that the Government has decided to take action to
canpletely overhaul the campulsory third party scheme and has
allocated $30 million fram petroleum royalties in 1985-86 towards
meeting campulsory third party insurance commitments of the S.I.O.

Response by Board

In its response dated 4 March 1986, the Board expressed concern on the
unsatisfactory nature of the campulsory third party scheme which has
been building up over many years and detracting from the efficient and
canpetitive operations in the other areas of S.I1.0. The Board believes
the long term reforms expected to be announced by the Government
before the end of this financial year will put this matter in a better
perspective for the future.

Conclusion

Irrespective of the entity to which the responsibility for undertaking
campulsory third party activities is given, I am strongly of the view
that the financial reporting by such an entity should include
financial information which not only satisfies accountability needs
but is useful in assisting the Parliament to get a proper
understanding of the effect on future budgets of the application of
the policy adopted for detemmining the reporting of future
liabilities.

In my view it would not be sufficient to adopt an accounting treatment
which merely provides information on a present value basis.

Whether the scheme is a funded scheme, or an unfunded scheme, the
financial statements of the entity, in my opinion, should be required
to disclose:

{1) the aggregate estimated ultimate cost.
(2) where the ultimate cost figure is reduced by whatever method,

full details of the method used including the rates adopted to achieve
such reduction.
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(3) the effect on that year's results of the adoption of a reduced
figure and the aggregate effect of that and previous years' reduction
on the financial position of the entity as at balance date; and

(4) particulars of cash flow requirements to meet liabilities over 1,
2 and 5 year and later than 5 year periods.

Suspected fraudulent claims

Early .in 1985 the Victorian Police Fraud Squad began an investigation
into alleged fraudulent third party claims. The investigation involved
claims made by members of a number of cammunity groups utilising the
services of a small group of medical and legal personnel.

It is apparent from the investigations of the Fraud Squad that there
is a need for the Office to strengthen its control and surveillance
over the claims acceptance process. Audit recommended that the current
claims system be enhanced so as to provide for recording on camputer
file the full details of individual accidents. With access to such
information on camputer file, the Office would be in a position to
readily identify common features in seemingly unrelated accidents and
be alerted to the need for further investigation.

Response by Board
The Board advised that it has leased a camputer package which will
enable the Office to extract and collate information fram its data
base in order to identify fraud cases as suggested by audit.

STATE SUPERANNUATION BOARD

Camnutation of pensions

Contributors and certain pensioners, including the spouse of a
deceased contributor or pensioner can elect to convert part of their
pension entitlement to a lump sum by way of a cash option on one
occasion. Amounts paid on conversion of the cash options are fully
funded by the Superannuation Fund which recoups the employers' share,
i.e. the Govermment's share, fram the Consolidated Fund on a
fortnightly basis.

Audit examination indicated that there appeared to be a conflict
between the provisions of the Superannuation Act 1958 and the Pensions
Supplementation Act 1966 in relation to pension entitlement for the
purpose of cammutation of pensions.

The current practice of the Board is to define pension entitlement as
the base pension only. Therefore it does not include any entitlements
to a supplementary pension as provided for in the Pensions
Supplementation Act 1966.

Section 32AB of the Superannuation Act 1958 states "... pension
entitlement includes a reference to any entitlement to a supplementary
pension ... under the provisions of the Pensions Supplementation Act
1966". On the other hand, section 9(1) of the Pensions Supplementation
Act 1966 states "... a supplementary pension is not a pension or
entitlement for the purposes of any other Act ...". It would appear
that the Board's current practice in relation to the calculation of
lump sum payments is in accordance with the Pensions Supplementation
Act 1966 but contrary to the Superannuation Act 1958.
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audit recawmended that the Board take the necessary action to clarify
the position.

The Board has requested the Crown Solicitor to provide an opinion on
the matter.

Incame on cash options

With the introduction of accrual accounting in 1980-81 the Board
included incane on cash options in its incame and expenditure
statement and a non-current asset, cash option reimbursement in its
balance sheet. Incame on cash options represents imputed interest at 6
per cent on the asset valuation of the cash option reimbursement which
is assessed by actuarial valuation based on the present value of
future amounts receivable fram the Consolidated Fund in relation to
pensions cammutated, :

The following table illustrates the incare and rate of return on cash
options for the past 5 years.

1985 1984 1983 1982 1981
$000 $000 $000 $000 $000

(1) valuation of
cash option
reimbursement
1 July 186 000 161 800 134 600 116 800 101 281

(2) Plus: additional
amounts approved
and paid 48 985 47 023 49 232 37 062 31 412

(3) Less: fund's share
of cash options
paid 13 996 13 435 14 066 10 567 8 975

(4) Less: recoup
fram Consoli-

dated Fund 24 962 22 577 18 460 15 754 13 537
(5) Residual balance

of (1) at 196 027 172 811 151 306 127 541 110 181

30 June

(6) Incame on cash
options 25973 13 189 10 494 7 059 6 619

(7) valuation of
cash option

reimbursement

30 June 222 000 186 000 161 800 134 600 116 800
(8) Return on cash

options

(6 -~ 5) 13.3% 7.6% 6.9% 5.5% 6.0%

The actuarial valuation of the cash option reimbursement was
undertaken using the same variables relating to mortality rates and
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interest at 6 per cent as were adopted in previous years. However,
the information supplied to the actuary by the Board in 1984-85 was
extracted fram the new Facam camputer system, whereas in previous
years the information had been extracted directly by the actuary fram
the Board's old ICL camputer system,

Audit noted that incame on cash option had increased fram $13 189 000
in 1983-84 to $25 973 000 in 1984-85, an increase of $12 784 000 or
96.9 per cent.

Discussions with the actuary and officers of the Board as to the
reasons for the variation in the incawe on cash options indicated that
the data supplied to the actuary, for the purpose of detemining the
asset valuation of the cash option reimbursement, was suspect.

In the report on the 14th actuarial investigation as to the state and
sufficiency of the Superannuation Fund as at 30 June 1983, the actuary
stated that "... the data supplied is inadequate in a number of areas,
and the accuracy of certain sections is suspect. These unsatisfactory
features apply to the data because the Superannuation Board has had
insufficient staff since the early 1960's to allow the adequate
maintenance of records ...". It appears that the suspect data is the
most likely reason for the large increase in income on cash options.

Audit recammended that the Board investigate the reason for the
variation.

Response by Board

The Board acknowledged that incame fram cash options appeared to be
incorrect and that an investigation into this matter had commenced.

VICTORIAN DEVELOPMENT FUND

Forward currency exchange contracts entered into without authority

During the year the Victorian Development Fund, comprising the Cash
Management Account and the State Development Account, entered into
forward currency exchange contracts in excess of $75 million on behalf
of the Victorian Public Authorities Finance Agency.

Under the provisions of the Public Account Act 1958, the powers of the
Victorian Development Fund in regard to the Cash Management Account
are limited to accepting deposits fram relevant authorities and
declared trust accounts, and investing moneys standing to the credit
of the account in a manner declared by the Governor-in-Council on the
recammendation of the Treasurer.

In audit opinion the Victorian Development Fund does not have the
authority under the provisions of the Public Account Act 1958 to enter
into forward exchange currency contracts on behalf of other public
bodies.

Aaudit recammended that the Department of Management and Budget review
this matter and, if the practice is to continue, seek legislative
amendments to provide the Victorian Development Fund with the proper
authority.
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Response by Fund

The Victorian Development Fund indicated that it had acted as agent
for the public body concerned. The counter-parties, with wham the
forward exchange contracts were written, were aware that this was so.
Settlements which took place were funded by the principal, soO no
assets of the fund were invested other than in temms of the Pub}lc
Account Act 1958. The matter of possible legislative amendments being
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WATER RESOURCES

The Minister for Water Resources is responsible for the administration
of the following entities audited by the Auditor-General.

. Dandenong Valley Authority

. Department of Water Resources

. Latrobe Valley Water and Sewerage Board

« Melbourne and Metropolitan Board of Works

. Rural Water Cammission of Victoria

. Water Authorities, River Improvement and Drainage Trusts.

Organisational change

By Order-in-Council of 16 January 1985, the Werribee Park Corporation
was abolished and the park placed under the control of the Melbourne
and Metropolitan Board of Works. Further camment on the formmer
Corporation is included in the section of this report on Conservation,
Forests and Lands.

Progress of Audit

Entities Financtal Legislative Reporting Date Financial | Date Further Reference/Camrent in this Report
Year Deadline Statements Auditor-General's
Ended Signed Report Signed
Completed Audits
Department of Mater 30 June 30 Septanber. Annual Report ing 2 Septewber | 27 Septerber
Resources 1985 Act 1963 (S.8). Treasurer granted 1985 1985
extension to 30 Noverber 1985
Latrobe Valley Water 30 June 31 December, Latrobe Valley Act 30 October 28 Noverber
and Sewerage Board 1965 1958 (5.53) 1965 1985
Melbourne and 30 June 30 Septenber. Asnual Reporting 17 September 24 September Refer paragraphs 3.22,3 - 3.22.11.
Metropolitan Board of 1965 Act 1983 (S.9) 1985 1985
Works
Rural Water Commission 0 June 30 Septamber. Water Act 1958 (5.43) | 22 Novenber 22 Noverber Qualified opinion issued, refer paragraphs|
of Victoria 1986 1985 1965 3.22.12 - 3.22.13.
Incomplete Audits
Dandenong Valley 30 Septevber| 31 March. Dandenong Val ley Audit in progress.
Asthority T, 1985 Authority Act 1963 (S.40)

Audit Observations and Recommendations

MELBOURNE AND METROPOLITAN BOARD OF WORKS

3.22.3

Changes in accounting treatment in 1984-85

During 1984-85 the Board introduced several significant changes in
accounting treatment in relation to certain Board assets. These
changes reduced the operating result for 1984-85 by $662 000, with the
major adjustments being made against the retained earnings of the
Board in accordance with the requirements of the Annual Reporting
(Large Trading and Rating Bodies) Regulations 1984. Camwents on the
changes follow.
135



(1) Adjustment of backlog depreciation of $201 million on works
assets, buildings and depots

Prior to the 1983-84 financial year, Board assets consisting of works
assets, buildings and depots with estimated lives in excess of 50
years were not depreciated. However the Board maintained a renewals
fund for these assets. The condition of ageing assets led the Board to
re-evaluate this policy and during 1983-84 a task force was
established to assess estimated lives for ageing assets.

The investigation was campleted during 1984-85 with the task force
estimating total depreciation chargeable on these assets to be $342.4
million. At 30 June 1985 depreciation charged on these assets,
together with the transfer fram the renewals fund totalled only $140.9
million, leaving an accumulated depreciation backloy of $201.5
million. :

The Board was of the view that the adjustment of backlog depreciation
was a change in accounting treatment in accordance with the provisions
of Regulation 67(2) of the Annual Reporting (Large Trading and Rating
Public Bodies) Regulations 1984, and therefore charged the adjustment
against retained earnings at the beginning of the period. This
resulted in a transfer fram the Board's general reserve of $201.5
million to meet the increase in the accumulated depreciation.

(2) Backlog depreciation on metropolitan parks' assets

The Board's metropolitan open space policy provides for the
establishment and development of metropolitan parks for public use.
At 30 June 1985 the total cost of land purchased by the Board for
metropolitan parks since 1975 amounted to $43.1 million. The Board had
also spent some $26.2 million on capital improvement works to
metropolitan parks with the provision of such items as access roads,
carparks, picnic areas, shelters, depots etc.

In the past, the Board had not provided depreciation on capital
improvements to metropolitan parks. This policy was reviewed during
1984-85 and the Board decided that certain capital improvements should
be depreciated and consequently provided an amount of $662 000 in
1984-85.

The Board is to conduct a detailed evaluation of depreciation
chargeable on metropolitan parks' assets during 1985-86 to detemmine
the amount of accumulated depreciation that has not been provided on
these assets for the years prior to 1984-85,

The Board has subsequently advised that the adjustment to its accounts
is to occur during 1985-86.

(3) Plant spares previously charged against operations

Prior to 1984-85 the cost of plant spares purchased for the
maintenance of major water supply and sewerage plant installations was
charged against revenue in the year of purchase.

During 1984-85 the Board decided that the cost of these assets should
be capitalised and the previous charges against revenue written back.
Consequently, a stocktaking program was initiated to identify and
bring to account as assets all major spares of this type. For the year
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ended 30 June 1985, plant spares with an estimated written-down value
of $584 736 were identified and capitalised by the Board and a
corresponding adjustment made to retained earnings at the beginning of
the financial year.

The Board is to continue its program of stocktaking during 1985-86 to
identify and progressively bring to account as assets all other major
spares of this type which had previously been written off. At 30 June
1985 the Board was unable to provide an estimate of the value of such
assets.

Advice fram the Board indicated that it would not be possible to
camplete the stocktaking during 1985-86.

Pro-rata charges not raised for all supplementary council valuations

The Board had a policy of raising pro-rata accounts only where
supplementary council valuations disclosed increases in the net annual
value of individual properties of $2 000 or more.

A recent review of the matter by an officer of the Board disclosed
that for the year 1983-84 additional revenue of approximately $740 000
could have been raised had pro-rata accounts been raised for all
relevant properties.

Audit recamended that the Board review its policy on the issue of
pro-rata accounts and so ensure the collection of additional rate
revenue.

The Board implemented the change with effect fram 1 July 1985.

Losses and thefts of stores

During the year the Board notified audit that stores, plant and
equipment with a book wvalue of $165 274 had either been lost or
stolen. Of this amount, the Board claimed $34 004 against its self
insurance scheme.

In the majority of instances where theft was involved, the police were
notified and action was taken by the Board to improve security.

Events subsequent to 30 June 1985

Up to 30 June 1985 the Board, under the provisions of the Town and
Country Planning Act 1961, was the responsible authority for the
preparation of planning schemes in the metropolitan area. This
function was transferred to the Ministry for Planning and Enviromment
on 1 July 1985,

The Board will continue to collect a metropolitan improvement rate.
Part of this will be used to improve and maintain metropolitan parks
and waterways and part will be transferred to the Consolidated Fund to
meet the cost of the planning responsibilities transferred to the
Ministry. Part of the rate is also used to offset a portion of the
debt servicing costs for the Melbourne Underground Rail Loop.
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RURAL WATER COMMISSION OF VICTORIA

Qualification of financial statements

It was necessary to record qualifications on the 1984-85 financial
statements of the Cammission in the following tems:

The Cawmission had cammenced the preparation of its fixed asset
register but as at 30 June 1985 the register was not at a
sufficient stage of campletion for it to fully support the fixed
assets figures in the balance sheet. As the register does not
agree with the figures in the balance sheet, I am unable to form
an opinion on the value and/or existence of all the fixed
assets., In addition, I am unable to determine the adequacy or
otherwise of the charge of $5.4 million depreciation, due to the
incamplete nature of the asset register.

The Cammission had included in the balance sheet as a current
asset, Advances to the Victorian Government of $4.032 million.
The amount camprised a number of advances which were not held in
trust funds and its availability to the Cammission in the future
was therefore dependent upon appropriation by Parliament., Audit
was therefore of the opinion that the advances are not assets of
the Comnission and, as such, current assets were accordingly
overstated by $4.032 million.

The Cammission had included an amount of $7.253 million as a
current asset under the heading Current Account with Victorian
Govermment., The balance in this account represented the
difference between woneys collected relating to business
activities of the Cawmission ($70.8 million) and funds
appropriated by Parliament for the Cawmission's operating
expenditure in respect of its business activities ($63.6
million). Section 43A of the Water Act states that "all money
payable to the Rural Water Commission under this Act shall be
collected and received for or on account of the Consolidated
Fund", and therefore the availability of these funds to the
Camission was dependent on a future appropriation by
Parliament. Audit was therefore of the opinion that the current
account was not an asset of the Caommission and that current
assets are accordingly overstated by a further $7.253 million.

The capital liabilty owing to the Victorian Govermment as at
30 June 1985 has been included under the heading Capital and
Reserves in the balance sheet. The conversion of this amount
fram capital liability to non-repayable and non-interest-bearing
capital contributed by the Victorian Govermment was dependent
upon the enactment of the Water Act (Amendment) Bill. At the
date of this report the legislation has not been proclaimed.

Audit camments on the matters raised in the qualifications and/or
responses by the Camnission follow:

Fixed assets

Response by Commission

The Camnission indicated it had cammenced the preparation of its fixed
assets register. But at 30 June 1985 the register was not sufficiently
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advanced to fully support the fixed assets figures in the balance
sheet, The Camnission expects its fixed assets register to be
canpleted by 30 June 1986.

(2) Advances to Victorian Government $4 million

Response by Commission

Even though the Cammission requires an appropriation by Parliament to
obtain- these funds, there is nothing to indicate that these funds will
not be appropriated by Parliament when required. We are therefore of
the opinion that these amounts should be shown as an asset of the
Comnission with appropriate clarification of their nature in the notes
to the financial statements.

FPurther Audit Comment

Audit maintains its opinion that these notional halances are not
assets of the Camnission, as they clearly fom part of the balance of
the Consolidated Fund.

Audit recammends that the current assets and the reserve funds of the
Camission be reduced by $4 million.

(3) Current account with Victorian Govermment - $7.3 million

Section 43A of the Water Act 1958 provides that all moneys payable to
the Rural Water Caummission under this Act shall be collected and
received for or on behalf of the Consolidated Fund. In accordance with
this provision, the Cawnission makes regular payments of its
collections into the Consolidated Fund. To defray the running expenses
of the Cawnission, Parliament makes certain appropriations to the
Camission out of the Consolidated Fund.

As all moneys payable to the Rural Water Cawmission under this Act are
collected and received for and on behalf of the Consolidated Fund,
audit is of the opinion that once the moneys are paid into the
Consolidated Fund, the Camwnission loses all rights to any claim on the
moneys.

Response by Commission

The Cammission maintains that although the availability of the funds
is subject to appropriation by Parliament, there is nothing to
indicate that these funds will not be appropriated when required. The
Camission 1is therefore of the opinion that this amount should be
shown as an asset of the Cammission with appropriate disclosure as to
the process for obtaining the funds.

Further Audit Comment

The statement that the Cammission considers these funds will be
available under the provisions of an Appropriation Act and, as such,
should be shown as an asset of the Cammission, is not supported. There
can be no guarantee that the funds generated by any govermment body
and paid into the Consolidated Fund will be made available to that
body .
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3.22.15

3.22.16

3.22.17

Conversely, if funds appropriated by Parliament exceeded the revenue
of the Commission and were expended by the Cammission, such funds
would not be regarded as being owed to the Consolidated Fund by the
Cammission.

The main reason for the problem is that the Comnission has bn?en
established as a statutory authority, but for budgetary purposes 1ts
financial operations have been retained within the Public Account.

Audit considers this matter requires resolution between the Department
of Management and Budget and the Cammission.

WATER AUTHORITIES
During 1984-85, 190 water authorities, including former waterv.lorks
trusts, were subject to my audit. As in the previous year I continued
to engage private practitioners to conduct the audits of a large
number of these authorities.

Non-campliance with legislation

During the year, audit informed the Minister and/or Department of
Water Resources of the following breaches by various water authorities
of the Water and Sewerage Authorities (Restructuring) Act 1983 and the
Water Act 1958:

(1) investment of moneys in securities not authorised by the
legislation;

(2) expenditure incurred in excess of estimates approved by the
Minister;

(3) the write-off of amounts without ministerial approval;

(4) funds borrowed in excess of limits authorised by the Governor in
Council;

(5) failure to bank moneys within the period prescribed by the
legislation;

(6) failure to submit financial statements to the Auditor-General in
campliance with the reporting requirements of the Water and Sewerage
Authorities (Restructuring) Act 1983, Sections 36 and 47 require
audited financial statements to be submitted to the Minister within
four months of balance date; and

(7) failure to keep books and accounts up to date and ready for
inspection and audit at all times during the year as required by the
Water Act 1958.

In audit opinion the Department needs to take immediate corrective
action on the above matters,

Consolidation of financial records

Duriny the year a significant number of water boards and certain
municipalities continued to maintain separate accounting records and
prepared financial statements for each former water trust/sewerage
authority as if each body continued to exist. This led to duplication
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3.22.20
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3.22.22

and waste of resources. Additional audit time was required to complete
these audits and, as a consequence, it was necessary to increase the
audit fees.

In December 1984 audit recammended that the Department of Water
Resources develop regulations which would require authorities to
consolidate their accounting records. In February 1985 the Department
requested all water authorities to consolidate their accounts and
financial statements. Subseqguently all authorities camplied with the
Department's request. However, audit noted that separate accounting
records continued to be maintained in many authorities. The retention
of separate accounting records by the new water boards conflicts with
the benefits arising fram the restructure within the water industry.

Qualification of financial statements

It was necessary to qualify the financial statements of the Woodend
Waterworks Trust for the year ended 30 September 1983 on the grounds
that a contingent 1liability for claims for damages arising fram the
bushfires of 1 February 1983 was unable to be quantified in the
financial statements.

Because of the existence of the material uncertainty of the claims for
damages and the possible effects of the ultimate resolution of that
uncertainty on the state of affairs of the Woodend Waterworks Trust,
audit was unable to form an opinion on the financial statements.

Defalcation — Geelong and District Water Board

In May 1985 certain irregularities were disclosed in the Board's
accounting operations. These concerned the rating system and the
banking system.

At the date of preparation of this report it had been detemmined that

funds approximating $180 000 had been misappropriated. Investigations
were proceeding by both the Police Fraud Squad and the Water Board.
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Status Report

Report  Page

Subject

December 32
1982

32

Third 35
Report
1982-83

Fourth 04
Report
1982-83

Second 96
Report
1982-83

97

Latrobe valley Water and

Sewerage Board

All office and laboratory
equipment should be recorded in
asset registers.

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

Asset registers for permanent

works items were incamplete.

Melbourne and Metropolitan Board
of Works

Delays in raising debtors for
financial and chargeable works
and in following wup some
outstanding debts by the Sundry
Accounts Department.

Camnission of

Rural Water

Victoria
(formerly the State Rivers and
Water Supply Cauwmission)

Further approval of the Governor
in Council should be obtained
for contracts with costs in
excess of amounts previously
approved.

Failure to camply with
requirements of the Water Act
1958 concerning preparation of
budgets for the Water Supply
Stores and Suspense Account, and
the Water Supply Plant and
Machinery Depreciation Fund.
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Status at date
of preparation
of this report

Position
unchanged.

Register
established.
Position now
satisfactory.

Position
unchanged.

Action taken by
Board to
overcame
problems.

Consent of
Governor-in-
Council now
obtained in
these
instances.

Position now
satisfactory.



3.23

PARLIAMENT

3.23.1 The Auditor-General is responsible for the audit of the Parliament of
Victoria urder the provision of section 31(1) of the Audit Act 1958.
Progress of Audit

|
Entities Financial Legislative Reporting Date Financial | Date Further Reference/Camment 1n this Report
Year Deadline Statements AuxditorGeneral 's
Ended Signed Report Signed
Completed Audits
Parliament of Victoria 30 June No requirement to report 15 October 25 October
1985 1985 1985
Incomplete Audits
State Parl{ament 30 June No requirement to report 30 January Audit in progress.
Refreshment Roams 1986

1985

The Auditor-General also oonducts an audit of the State Parliament

3.23.2 State Parliament Refreshment Roams
Refreshment Roams at
Cammittee.

Financial transactions

3.23.3

years were:

Items

Mambers' salaries and expenses
Camiittee expenses (incl. Select Cammittee)

Payroll Tax
To supplement the special appropriation under
the Constitution Act 1975, Part V, Division

2, Clerk and expenses of the legislative
Assembly
Salaries and payments in the nature of

salary

Administrative expenses
Parliamentary printing
Refreshment roams

Members' accammodation
Other expenses (i.e. expenditure categories
below $500 000)

F D Atkinson Government Printer Mclbourne

the request of the Parliamentary House

The major payments of the Parliament of Victoria for the last two

1983-84 1984-85

$ $

6 734 748 6 341 287
1181 944 1 319 844
859 609 875 760

1 344 412 1 300 607
5 116 278 4 522 844
669 958 547 700

2 648 146 2 397 949
505 000 399 177
744 273 2 519

1 325 329 1 927 088
21 129 697 19 634 775




