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The role of the Auditor-General
The roles and responsibilities of the Auditor- 
General, and hence the Audit Office, are set 
out in the Public Finance and Audit Act 1983.

The functions of the Auditor-General include 
providing audit related services at the request 
of the Treasurer. Under the Act, the Auditor-
General may report to Parliament on any matter 
that relates to the exercise of this function.

audit.nsw.gov.au

GPO Box 12
Sydney NSW 2001

The Legislative Assembly
Parliament House
Sydney NSW 2000

Pursuant to the Public Finance and Audit Act 1983,  
I present Volume Ten of my 2012 report.

Peter Achterstraat  
Auditor-General

December 2012

© Copyright reserved by the Audit Office of New South 
Wales. All rights reserved. No part of this publication may  
be reproduced without prior consent of the Audit Office of 
New South Wales.

The Audit Office does not accept responsibility for loss or 
damage suffered by any person acting on or refraining from 
action as a result of any of this material.
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Our vision
To make the people of New South Wales 

proud of the work we do. 

Our mission 
To perform high quality independent audits  

of government in New South Wales. 

Our values 
Purpose – we have an impact, are 
accountable, and work as a team.

People – we trust and respect others  
and have a balanced approach to work.

Professionalism – we are recognised  
for our independence and integrity  

and the value we deliver.

The Legislative Council
Parliament House
Sydney NSW 2000
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Foreword 
 

On 5 November 2012, the Treasurer wrote to me under section 27B(3)(c) of the Public 

Finance and Audit Act 1983, requesting me, among other things, to ‘undertake a review of the 

reasonableness of the estimates and forecasts in the upcoming Half Yearly Review’. A copy 

of the Treasurer’s letter and my reply of 6 November 2012 appear in Appendix Two to this 

Report. 

It is not possible to audit future events. Accordingly, I am providing an assurance conclusion 

rather than an audit opinion. My review was conducted in accordance with ASAE 3000 

‘Assurance Engagements other than Audits or Reviews of Historical Financial Information’. 

I have expressed my concerns in relation to the quality of financial reporting in the NSW public 

sector for some time. In Volume Four of my 2009 Report to Parliament, I noted: 

Twelve of the 24 largest agencies’ financial reports submitted for audit 

contained significant errors in the current year’s financial information, while 

five included significant errors in the prior years’ financial information. 

This delayed and increased the costs of preparing and auditing these financial 

reports. To address this issue financial reports should be prepared 

periodically throughout the year (i.e. at 31 December and 31 March) using full 

accrual accounting. 

In that report, I recommended the Treasury develop and implement procedures to improve the 

quality, reliability and timeliness of financial reporting of the New South Wales public sector. 

I also raised similar concerns with the Public Accounts Committee at its ‘Inquiry into Financial 

Management’ on 5 May 2010. 

I welcome the Treasurer’s request and recognise the efforts taken this year by Departments 

and Treasury to improve the robustness of this year’s Half-Yearly Review. 
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Engagement performed upon the 
2012-13 Half-Yearly Review 
 

The Treasurer has released the 2012-13 Half-Yearly Review, which is essentially an update of 

projections published in the 2012-13 Budget Papers. I have reviewed the reasonableness of 

certain estimates and forecasts published within the Half-Yearly Review. 

I performed my review in accordance with applicable assurance standards and qualified my 

conclusion on the estimates and forecasts. This Report provides further details of my 

engagement and contains summary findings and conclusions. 

About the Engagement 

My review covered the estimated financial statements for the year ending 30 June 2013 and 

the three forward years ending 30 June 2014, 2015, and 2016 of the NSW General 

Government Sector. These statements are within chapter four of the Half Yearly Review. 

Appendix One to this Report reproduces the estimated financial statements together with their 

basis of preparation. 

The objective of my review was to conclude whether anything had come to my attention that 

caused me to believe the estimated financial statements of the General Government Sector 

had not been prepared consistently with the basis of preparation and assumptions stated or 

the methodologies used to determine those assumptions are unreasonable. The basis of 

preparation and assumptions are included in Appendix One. The conclusion is deliberately 

expressed in the negative form because it offers a limited level of assurance. 

Limited Level of Assurance 

Limited assurance is a lower level of assurance than that offered by an audit. The nature of 

the subject matter, being prospective financial information, has a high inherent risk, for which 

no amount of procedures can reduce risk to an acceptable level for an audit.  

Prospective financial information relates to events and actions that have not yet occurred and 

may not occur. While evidence may be available to support the assumptions and underlying 

data upon which prospective financial information is based, such evidence is generally future 

oriented and therefore less certain in nature than evidence available to support historical 

financial information. Accordingly, no opinion is expressed as to whether the forecasts will be 

achieved.  

Professional Standards and Independence 

My review was conducted in accordance with Australian Standards on Assurance 

Engagements, in particular ASAE 3000 ‘Assurance Engagements other than Audits or 

Reviews of Historical Financial Information’, and relevant Australian Auditing Standards. 

These standards require me to comply with relevant ethical requirements relating to 

assurance engagements. 

 

My review was in 
accordance with 

relevant 
professional 

standards 

My review is not 
an audit and 

offers less 
assurance than 

an audit 
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My Procedures 

For the reasons stated previously, my review was substantially less in scope than an audit. 

My review was limited mainly to making inquiries of relevant personnel and applying analytical 

procedures, including: 

 comparison of forecasts with other financial information, such as prior period actual 

results 

 consideration of predictable relationships between the forecasts and other financial and 

non-financial data 

 trend and variance analysis, including investigation of unusual trends, variances and 

inconsistencies. 
 

I used professional judgement to design and perform procedures including determining 

whether the assumptions used in the preparation are: 

 supported by appropriate evidence 

 based on best-estimate assumptions and not material hypothetical assumptions 

 based on grounds that have a reasonable basis 

 consistent with the recognition and measurement accounting policies as stated 

 attributable to the underlying events and transactions 

 mathematically correct. 
 

I also considered whether the estimated financial statements of the General Government 

Sector reflect the applicable financial reporting framework and whether the stated basis of 

preparation for the prospective financial information has been applied correctly. 

I used information systems assurance specialists and applied economic expertise to complete 

my work. 

Engagement Conclusion 

I reported on the 2011-12 Total State Sector Accounts on 31 October 2012. There has been 

insufficient time since then for resolution of matters that caused me to qualify my opinion on 

those financial statements. As these matters remain unresolved they impacted my conclusion 

on the Half-Yearly Review engagement because I could not obtain all the information I 

required to complete my review of: 

 the value of certain buildings and related depreciation, due to the way the accounting 

policies were applied 

 the completeness of land assets and any related infrastructure, because certain parcels of 

land within New South Wales and related infrastructure that may be controlled by the 

NSW General Government Sector have not been recognised in the estimated financial 

statements 

 the existence and value of certain archives in the estimated financial statements due to 

deficiencies in the records supporting the estimated values. 
 

More information about the matters leading to my qualified conclusion appears in Volume 

Three of my 2012 Report to Parliament. Volume Nine of this Report also discusses 

information and process deficiencies leading to the qualification of the value of buildings and 

related depreciation. 

My conclusion 
on the revised 
projection and 

forward 
estimates was 

qualified 
because I 
could not 

obtain all the 
information I 

needed to 
complete my 

work 

Evidence to 
support 

projected 
financial 

information is 
limited so my 

procedures 
were mainly 

making 
inquiries and 
analytical in 

nature 
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Had I been able to complete my review of the items listed above, matters may have come to 

my attention indicating that adjustments might be necessary to the estimated financial 

statements. Accordingly, my conclusion stated: 

Except for the adjustments to the estimated financial statements that I may 

have become aware of had it not been for the matters described above, 

based on my review, which is not an audit, nothing has come to my attention 

that causes me to believe: 

 the estimated financial statements have not been prepared on a basis 

consistent with the accounting policies on which they are stated to be based 

 the estimated financial statements have not been prepared on the basis of 

the assumptions stated 

 the methodologies used to determine those assumptions are unreasonable. 
 

Before concluding, I obtained representations from Treasury and agency management about 

the reasonableness of estimated financial information used to prepare the Half-Yearly Review 

and about the systems and processes involved. 

My full Independent Assurance Practitioner’s Report appears in Appendix One.  

Other Findings 

During my review, I identified various issues within the estimated financial statements that 

Treasury and agencies addressed before release of the Half-Yearly Review. Some 

transactions and balances needed to move between the financial years presented and certain 

line items required adjustment.  

My review also identified opportunities for improvement in the processes, systems and 

policies used to prepare the Half-Yearly Review. I am pleased to see Treasury has 

acknowledged these findings in the Half-Yearly Review and reported it is working with 

agencies to address these matters.  

Many agencies do not have documented processes and policies underpinning the financial 

information provided to Treasury for inclusion in the estimated financial statements of the 

General Government Sector. Roles and responsibilities of relevant agency management are 

also not documented. Most agencies rely on past practice to inform current process. 

I also noted a high reliance on spreadsheets across the sector to prepare estimated financial 

information. Most spreadsheets lacked adequate access controls. Version control was 

frequently lacking and many spreadsheets include hard coded numbers, making it difficult to 

review the methodologies behind forecasts. 

In business, sophisticated financial systems and processes are generally accepted as 

necessary for generating reliable and relevant information for decision making. The public 

sector is no different. Investment in improved systems and processes is necessary to ensure 

the integrity of financial information. 

The Treasurer has requested I also review the 2013—14 Budget. I expect Treasury and 

agencies will have made improvements to their internal processes that I can report on at my 

next Budget review. 

 

There are 
opportunities 

for 
improvement in 

the processes 
underpinning 

the Half-Yearly 
Review 
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Auditor-General’s Mandate 

My functions include providing audit related services at the request of the Treasurer. The 

NSW Treasurer requested I review the reasonableness of estimates and forecasts in 

the 2012-13 Half Yearly Review. In response to this request, I agreed to perform a limited 

assurance engagement on specific sections of the Half-Yearly Review. 

Under the Public Finance and Audit Act 1983, I am prohibited from providing consulting or 

advisory services to the government and public sector agencies. My work is limited to 

assurance engagements upon the information and activities of the NSW public sector. 

In accordance with provisions in this Act, costs incurred to perform this assurance 

engagement will be recovered from Treasury. 
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independence 
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