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The Auditor-General’s powers and responsibilities are established by the Northern Territory's Parliament, the
Legislative Assembly, in the . The Auditor-General is required to report to the Legislative Assembly at
least once per year on any matters arising from the exercise of the auditing powers established in that Act.

In doing so, the Auditor-General is providing information to the Parliament to assist its review of the
performance of the Executive Government, particularly the Government’s responsibility for the actions of the
public sector entities which administer its financial management and performance management directives. The
Parliament has a responsibility to conduct this review as the representative of the people of the Northern
Territory.

The Auditor-General is also able to report to management of public sector entities on matters arising from the
conduct of audits.

Reports provided to Parliament and public sector managers should be recognised as a useful source of
independent analysis of Government information, and of the systems and controls underpinning the delivery of
that information.

The Auditor-General is assisted by personnel of the Northern Territory Auditor-General’s Office who plan
projects for conduct by private sector authorised auditors.
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The requires the Auditor-General to report to the Legislative Assembly at least once per year. Practice
has been for reports to be submitted three times per year. The approximate timing and the contents of these
reports are:

First half of the calendar year — contains commentary on Agencies and Entities with a 30 June financial
year-end being 30 June of the previous calender year. Material is included depending on when each audit is
completed.

Second half of the calendar year — contains commentary on Agencies and Entities with a 31 December year-
end being 31 December of the previous year. Material is included depending on when each audit is
completed.

Second half of the calendar year — contains commentary on the Auditor-General’s audit of the Treasurer’s
Annual Financial Statement. Timing will depend on the audit completion date.

Each report may contain findings from financial statement audits, agency compliance audits, information
technology audits, controls and compliance audits, performance management system audits and findings from
any special reviews conducted.

Where there are delays in Agencies or Entities completing financial statements and therefore in the subsequent
audit, it is sometimes necessary to comment on these activities in the next report.

The cover of the Report depicts an artist’s
impression of sittings of the Northern Territory
ORDERED TO BE Legislative Assembly. In that forum, information

PRINTED BY THE provided by the Auditor-General can be used to
LEGISLATIVE ASSEMBLY support questions and debates.
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Guide to Using This Report
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Entities referred to in this Report

By Ministerial Portfolio: Page(s)
Chief Minister; Minister for Tourism
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Minister for Employment, Education and Training
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Minister for Health
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Minister for Business and Industry
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Minister for Community Development
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Minister for Transport and Infrastructure; Minister for Lands and Planning;
Minister for Parks and Wildlife
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Executive Summary
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Major Findings

Selected Agencies

Ex-Gratia payments and legal settlements

It is the policy of the Agencies that payments made as part of out of court legal
settlements are classified as legal expenses for the purposes of financial reporting
and are therefore not disclosed as ex-gratia payments. I consider this treatment
to be potentially misleading to the users of the Agencies’ financial reports.

1( 11

Department of Community Development, Sport and Cultural Affairs

Pool fencing payments

The control procedures examined provided reasonable assurance that the
payments of the ‘Safe Pool Grants’ complied with the requirements of the
Swimming Pool Safety Act 2004 and loans provided by the Early Registration
Incentive Scheme (ERIS) under the superseded Swimming Pool Fencing Act 2002
were properly treated.

Selected Agencies

Executive Contract Officers’ Performance Measurement

Performance assessments of Executive Contract Officers are generally being
completed across public sector agencies in accordance with the requirements set
down in employment contracts and with sound performance management
principles.

However, it was noted that there were instances where improvements were
possible.

11 1%
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Major Findings

Department of the Chief Minister

Ministerial travel

The systems and processes in place at the Department of the Chief Minister during
the period 1 January 2004 to 31 December 2004 did not ensure compliance with
Remuneration Tribunal Determinations in that 61 records, out of a sample of 81,
were found not to comply with Remuneration Tribunal Determinations for various
reasons including:

travel allowance payments being based on superseded Remuneration Tribunal
Determinations;

payment of full travel allowance when the Claimant did not use commercial
accommodation; and

paying $86 per night travel allowance plus all costs for overseas travel.

1 1

Department of the Chief Minister
Department of Business, Industry and Resource Development

Grant payments

Within the Department of the Chief Minister, with the exception of Community
Engagement Grants, it is not common practice for formal written agreements,
detailing the terms and conditions of the grant funds provided, to be prepared
and agreed to by the grant recipients.

Within the Department of Business, Industry and Resource Development’s
Fisheries Division there are no documented grant and subsidy application,
approval and acquittal procedures.

(

Department of Community Development, Sport and Cultural Affairs

Grant to Belyuen Council

The results of the review of the Ombudsman’s report did not suggest that any
additional involvement on the part of this Office was warranted.

% (]
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Reporting on audits conducted
in the six months ended 30 June 2005

What is selected for reporting to the Legislative Assembly?

o] + & 9 ,

< 9 )

What other reporting arises from audits?

2

How is this Report to the Legislative Assembly structured?

, Audit Act<
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Are entities able to include their responses in the Report?

Audit Act : :
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: 2
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Matters Arising from auditing the
Public Account and other accounts

Ex-Gratia payments and legal settlements

Pool fencing payments

Executive Contract Officers’ Performance Measurement
Ministerial travel

Grant payments by DCM & DBIRD

Audit Findings and Analysis of the financial statements of:
Menzies School of Health Research
Charles Darwin University
Batchelor Institute of Indigenous Tertiary Education
Nitmiluk (Katherine Gorge) National Park Board

Darwin City Waterfront Project
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Auditing the Public Account and other accounts

Selected Agencies

Ex-Gratia payments and legal settlements

H A$= 8=

It is the policy of the Agencies that payments made as part of out of
court legal settlements are classified as legal expenses for the purposes of
financial reporting and are therefore not disclosed as ex-gratia
payments. I consider this treatment to be potentially misleading to the
users of the Agencies’ financial reports.
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Auditing the Public Account and other accounts
Ex-Gratia payments and legal settlements

Audit Findings
Opinion
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The Department of Employment, Education and Training has commented:

DEET has sought clarification from NT Treasury concerning treatment of legal expenses.

Auditor-General for the Northern Territory
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Auditing the Public Account and other accounts

Department of Community Development, Sport and Cultural
Affairs

Pool fencing payments

H A$= 8=

The control procedures examined provided reasonable assurance that
the payments of the ‘Safe Pool Grants’ complied with the requirements
of the Swimming Pool Safety Act 2004 and loans provided by the Early
Registration Incentive Scheme (ERIS) under the superseded Swimming
Pool Fencing Act 2002 were properly treated.

co" "

.8+ 0.

The standard checklist should be mandatory for all inspections
conducted by all pool advisers. This will ensure that all swimming pools
are assessed in the same manner, provide transparency of the inspection
process and proof that the inspection regime is properly enforced.

Background
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Auditing the Public Account and other accounts
Pool fencing payments

Background - continued
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Audit objectives and scope
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Auditing the Public Account and other accounts
Pool fencing payments

Specific findings - continued
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The Department of Community Development, Sport and Cultural Affairs has commented:

The pool safety advisers inspect the barrier to a swimming pool in a progressive sequence
testing each component against the Australian Standards. The Australian Standards are used
as their checklist and each adviser carries a copy of the Australian Standards with them and
refers to them. The checklist referred to is a learning tool and is a quick reference to the
relevant parts of the Australian Standards. The more experienced the adviser becomes, the
more familiar they become with the standard, and rely less on an index or summary to find the
specific clause or reference in the Standards.

In addition to the above the senior pool safety adviser uses a checklist to check each report.
This is the point where a quality assurance process is employed to ensure that all reports are
assessed in the same manner and ensure that the inspection regime is properly enforced.
Photographs and site plans detailing the components of the barrier are included with all
compliant inspection reports.

At one stage a former pool safety adviser developed a checklist and standard clauses for every
possible scenario likely to be encountered on site. The checklist went for more than 40 pages
and is not used as it was found to be of no benefit and disrupted the inspection cycle.

If an investigation was undertaken as proposed it is more likely to focus on the adequacy of the
training and the audit process employed by the branch. There is a very thorough and detailed
training regime in place to ensure that new staff are adequately trained including a one on one
mentoring process with an experienced adviser. A satisfactory audit of their inspections is
required prior to them working alone.

The key to making sure items are not missed during an inspection is the importance of a
progressive inspection, and this is regularly reinforced by the senior adviser, and at weekly
meetings. Advisers are taught techniques to avoid being "dragged" from one part of the
property to next or being distracted from this inspection cycle.

In addition to all of the above, the Director Water Safety Branch does random inspections to
ensure that pool safety advisers are doing their job correctly so that there is not have a repeat
of the actions by a former pool safety adviser currently under investigation. (This audit process
is progressively being handed across to the senior pool safety adviser).

14
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Auditing the Public Account and other accounts

Selected Agencies

Executive Contract Officers’ Performance Measurement

H A$= 8=

Performance assessments of Executive Contract Officers are generally
being completed across public sector agencies in accordance with the
requirements set down in employment contracts and with sound

performance management principles.

However, it was noted that there were instances where improvements

were possible.
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Auditing the Public Account and other accounts
Executive Contract Officers’ Performance Measurement

Audit findings - continued
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Auditing the Public Account and other accounts

Department of the Chief Minister

Ministerial travel

H

A $= 8=

The systems and processes in place at the Department of the Chief
Minister during the period 1 January 2004 to 31 December 2004 did not
ensure compliance with Remuneration Tribunal Determinations in that
61 records, out of a sample of 81, were found not to comply with
Remuneration Tribunal Determinations for various reasons including:

travel allowance payments being based on superseded Remuneration
Tribunal Determinations;

payment of full travel allowance when the Claimant did not use
commercial accommodation; and

paying $86 per night travel allowance plus all costs for overseas
travel.
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Auditing the Public Account and other accounts

Ministerial Travel

Audit objectives and scope
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Auditing the Public Account and other accounts
Ministerial Travel

Audit Findings (continued)

Frequent flyer points
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Other matters
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The Department of the Chief Minister has commented:

The Department acknowledges that the number of administrative errors in regard to
Ministerial travel during 2004 was unacceptable, even though the net result of these errors
equated to less than $1,000. The Department had already identified the need to strengthen
administrative travel processes in early 2005, and has put in place improved supervision and
internal audit capacity in the travel section.

Payment of $86 per night for overseas travel allowance had been a long standing procedure,
going back to the early 1980s. The Chief Minister has since reviewed the situation and ceased
the allowance.

The Department maintains a travel policy that, in the same context to the Remuneration
Tribunal Determinations (RTD) covering ministerial travel, includes the use and accumulation
of “Frequent Flyer” points. The policy states that “any points accruing to an employee as a
result of official duty on behalf of the Northern Territory may only be applied to subsequent
official duty travel” and therefore should not benefit the individual.

Ministerial Olffices are fully aware of the Departmental policy and RTD, though in practice,
difficulties are almost always experienced when attempting to book flights or upgrades using
points.

19
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Auditing the Public Account and other accounts

Department of the Chief Minister

Department of Business, Industry and Resource Development

Grant payments

H A$= 8=

Within the Department of the Chief Minister, with the exception of
Community Engagement Grants, it is not common practice for formal
written agreements, detailing the terms and conditions of the grant
funds provided, to be prepared and agreed to by the grant recipients.

Within the Department of Business, Industry and Resource
Development’s Fisheries Division there are no documented grant and
subsidy application, approval and acquittal procedures.
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Auditing the Public Account and other accounts
Grant Payments

Audit Findings (continued)

Specific findings
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The Department of the Chief Minister has commented:

Of the 303 grants made by the Department, 235 were Community Engagement Grants. As
noted in your report, these were provided under formal written agreements detailing the terms
and conditions of the grant funds provided.

Of the remaining grants, 65% of the payment amounts related to grants provided to
Government owned organisations, including the Major Events Company, Desert Knowledge
Australia and the AustralAsia Railway Corporation. This funding is provided through direct
government appropriations via the Department. The funding is directed for specific outcomes
that are clear and identifiable such as the delivery of the V8 Supercars event and Bass In The
Grass and Dust concerts.

All organisations are independently audited and have senior Government representatives on
their Boards.

As funding to these organisations is already provided under stringent guidelines, formal grant
agreements covering each payment to those organisations would not provide any additional
accountability around these appropriations. Therefore the Department is reviewing the
accounting treatment to determine whether it is appropriate that these payments be recognised
as grant expenses or otherwise.

Recommendations in your audit reports to further strengthen Departmental processes were
appreciated.

21
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Auditing the Public Account and other accounts
Grant Payments

The Department of Primary Industry, Fisheries and Mines has commented:

Wherever possible, the Fisheries Division of the Department of Primary Industry, Fisheries
and Mines (DPIFM) has adopted the model used in the Commercial Services Division of its
predecessor Department of Business, Industry and Resource Development for managing grants
under Treasury Direction A 6.4. There are however certain constraints that preclude the full
adoption of the Commercial Services Division’s procedures by the Fisheries Division, in
particular, small research and development projects. Such grants require the capture of
specific data for R&D and therefore the application form used by Fisheries is a generic model
applied by fisheries agencies Australia wide.

Further, there are certain grants requiring specific procedures defined under the Fisheries Act
(and Ministerial direction) that must be followed for the approval process and hence the
adoption of the Commercial Services Division template is not necessarily a viable option. Even
so the parts of the Commercial Services Division process that can be adopted have been
incorporated.

DPIFM will endeavour to improve on the application and approval processes and adopt the
Commercial Services Division's model of the former DBIRD where possible. In addition,
DPIFM will continue to review the grant management procedures with a view to implement
appropriate recommendations from the Auditor-General’s audit.

22
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Auditing the Public Account and other accounts

Audit findings and Analysis of the financial statements for the year
ended 31 December 2004 of:

Menzies School of Health Research

There are no key findings

Audit opinion
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Auditing the Public Account and other accounts
Menzies School of Health Research

Financial analysis

Abridged Statement of Financial Performance

2004 2003
$°000 $°000
1 %% 11<%
4
, ‘<1 U *!
+ < <7 <-'
1L -<*
Net surplus from ordinary activities 1.598 1,985
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Abridged Statement of Financial Position
2004 2003
$°000 $°000
C 1<% *< 0%
& K < > 1€ -1
1401 _-<(*
C ) <*I 1<%
& : 1 _ 1%
: . S _ (=
Net assets 9574 71900
Represented by accumulated funds
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—9.574 —17.900
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Auditing the Public Account and other accounts

Audit findings and Analysis of the financial statements for the year
ended 31 December 2004 of:

Charles Darwin University

There are no key findings

Audit opinion
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Auditing the Public Account and other accounts
Charles Darwin University

Financial analysis

Abridged Statement of Financial Performance — CDU only — excluding controlled entities

2004 2003
$°000 $°000
Revenue from ordinary activities
$ C 9 *<1 1<-%
$ . I &( - %%
0 g C< < < 7 '<-% 1<'%
Total revenue from ordinary activities 1 <1 1 <'*
Less expenses from ordinary activities
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Total expenses from ordinary activities 11' %% -*20%
Operating surplus/(deficit) from ordinary activities 15.620 44.518
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Auditing the Public Account and other accounts
Charles Darwin University

Financial analysis — continued

Abridged Statement of Financial Position — CDU only — excluding controlled entities

2004
$°000
C
3 < (z(!
, % -
4 C 4 al' € *7
C + (< %
+ C + 1<%
*e |
4 C 4 6<! 7
Net assets 245.042
, 5
Equity (reserves, restricted and accumulated funds) 245.042

Auditor-General for the Northern Territory
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Auditing the Public Account and other accounts

Audit findings and Analysis of the financial statements for the year
ended 31 December 2004 of:

Batchelor Institute of Indigenous Tertiary Education

There are no key findings

Audit Opinion
3 = =
6 = 7 18 , (( >
<9 9 *) ((r2
Background
= 9 , 9 + 1) 1---2=9 3
C <9 , 1-*- Education Act? = ,
2
Audit findings
Financial analysis
Abridged Statement of Financial Performance
2004 2003
$°000 $°000
Revenue from ordinary activities
$ C 9 b (<!'%
$ -<% -<I
C 1< <!
0 1L 194
Total revenue from ordinary activities 35,023 32,714
Expenses from ordinary activities
, 1*< 1% (
-1- <1-%
1| <' * 1 < **
Total expenses from ordinary activities 35.184 31.388
Operating result from ordinary activities (161) 1.326
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Auditing the Public Account and other accounts
Batchelor Institute of Indigenous Tertiary Education

Financial Analysis - continued
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Abridged Statement of Financial Position
2004 2003
$°000 $°000
C -<! - 1
& 1*<4 1! 1*<--
Total assets 27.967 27,630
C , < 4%
& , (! M
Total liabilities 4.437 4,723
Net assets 23.530 22.907
Represented by Equity (reserves and accumulated funds) _23.530 _22.907
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Auditing the Public Account and other accounts

Audit findings and Analysis of the financial statements for the year
ended 30 June 2004 of:

Nitmiluk (Katherine Gorge) National Park Board

H A$= 8=

The Board’s financial statement reporting requirements were not met as
the final signed financial statements were not made available for audit
until June 2005.

Financial data recorded during the year was inaccurate.

An instance was noted where expenditure was not able to be supported
by adequate documentation.

Audit Opinion
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Audit findings

The Board'’s financial statements were not prepared and presented to audit on a timely basis.
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Auditing the Public Account and other accounts
Nitmiluk (Katherine Gorge) National Park Board

Audit Findings - continued

3 9 2

An instance was noted where expenditure was not able to be supported by adequate
documentation.
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Issues relating to the identification and collection of debtors were noted.
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Auditing the Public Account and other accounts
Nitmiluk (Katherine Gorge) National Park Board

Financial analysis

Abridged Statement of Financial Performance

Total revenue from ordinary activities
4 5

Total expenditure on ordinary activities

Net profit from ordinary activities
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Abridged Statement of Financial Position
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Auditing the Public Account and other accounts

Department of the Chief Minister
Darwin City Waterfront Project
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Auditing the Public Account and other accounts
DCM - Darwin City Waterfront Project

The Tendering and Evaluation Process
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Matters referred to the NT Auditor-General’s Office

Report by the Ombudsman — Grant to Belyuen Community Government

Council
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Matters referred to the NT Auditor-General’s Office

Department of Community Development, Sport and Cultural
Affairs

Report by the Ombudsman — Grant to Belyuen Community
Government Council

H A$= 8=

The results of the review of the Ombudsman’s report did not suggest
that any additional involvement on the part of this Office was
warranted.

Background
0 " ((I< , 0o , ?An investigation into the adequacy of
the administrative actions taken by certain government authorities in relation to the granting
and acceptance of a ‘Special Purpose Grant’” 9 : 4 + , 20
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Audit findings
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Matters referred to the NT Auditor-General’s Office
Report by the Ombudsman
Grant to Belyuen Community Government Council

Audit findings - continued

° , Financial Management Act
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The Department of Local Government, Housing and Sport has commented:

Sections 12(u) and 12(w) of the Belyuen Community Government Council Scheme, provides
Council with the power to manage and control sites of historic interest, and maintain and
preserve Aboriginal law and custom. The Department does not accept that the advice provided
to the Minister on this particular subject was flawed. We do acknowledge that this is an
unusual function for a community government and therefore our advice could have been

provided more formally than it was.
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Appendix 1 - Audit opinion reports issued since 31 December 2004

Date 2004 Date of Audit Date of Audit
financial Report Year Report Year ended
statements tabled ended 31 December 2003
to Legislative 31 December
Assembly 2004
Entities with specific Legislation or Trust
Deeds
C 8 9 F : : -) ((! 24 June 2004
C 8 9 F $ 6
, 7 .+ (+ ((! 19 March 2004
C 8 9 F $
.+ (+ ((! 19 March 2004
3 = =
, *) ((! 28 June 2004
"G : . , 1+ ((! 2 April 2004
Deadline for Date of Audit Date of Audit
submission of Report Year Report Year ended
Audited Financial ended 31 December 2003
Statement 31 December
2004
Inter-Government Statements by
Agreement
C 8 9 F $
8 C + > 1+ ((! 1) ((! 8 June 2004
). ot = :
# 6 17 ( , ((! wr ((! 15 March 2005
Deadline for Date of Date of
submission of Audit Report Audit Report year
Audited Financial Year ended ended
Statement 30 June 2004 30 June 2003
8 + 18 , (( 1%, ((! 11 December 2003
.15 > () (<
(( s, ((2
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Appendix 1 - Audit opinion reports issued since 31 December 2004

Date 2004 Date of Audit Date of Audit
financial Report Year Report Year ended
statements tabled ended 30 June 2003
to Legislative 30 June 2004
Assembly
Entities that Sec 10 Financial Management
Act applies as though a GBD
é & £ . , *) ((Y 21 November 2003
Other Entities/Separate Acts/Trust Deeds
A ¢ 4 1) (( N/A
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Appendix 2 - Status of Audits which were identified to be
conducted in the six months to 30 June 2005
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Charles Darwin University
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Appendix 3

Proposed audit activity in the six months ending 31 December 2005
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Appendix 4 - Overview of the Approach to
auditing the Public Account and other accounts
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Appendix 4 - Overview of the approach to
auditing the Public Account and other accounts

Other accounts
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Appendix 5 - Overview of the approach to
auditing performance management systems

Legislative Framework
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Appendix 6 — Engagement Letter

Services Provided by the Northern Territory Auditor-General’s
Office
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Appendix 6 — Engagement Letter

+
2 + ,
2 <
< &
+ <
& 2
= /
, 5
° >
[ ]
= < f < )
4 + ! 2$ <,
<
] 2 < 4 + ]
) , 2
+ <9 + 0
o B
e 9 , B
b )
o , 9 >
2
Audit of Performance Management Systems
Audit Act
+
9 = > , 9
) Audit Act2
2 H 9
+ , +
9 H ) <
Audit Act
2
2" 0 9
28 9
4 :
, 2
46

Auditor-General for the Northern Territory




AUGUST 2005 REPORT

Appendix 6 — Engagement Letter
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Appendix 6 — Engagement Letter

Audit Fees
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Appendix 7 - Abbreviations

C+

C8F
83=8
8C C
8C"

© 0 0 W O O

Auditor-General for the Northern Territory

49




AUGUST 2005 REPORT

Index of Matters Reported

Ex-Gratia payments and legal settlements

Pool fencing payments

Executive Contract Officers’ Performance Measurement
Ministerial Travel

Grant payments by DCM & DBIRD

Audit Findings and Analysis of the financial statements of:
Menzies School of Health Research
Charles Darwin University
Batchelor Institute of Indigenous Tertiary Education
Nitmiluk (Katherine Gorge) National Park Board

Darwin City Waterfront Project

Report by the Ombudsman — Grant To Belyuen Community Government
Council
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NORTHERN TERRITORY
AUDITOR-GENERAL’S OFFICE

LOCATION
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TELEPHONE
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