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AUDIT RESULTS REPORT ON UNIVERSITIES AND TAFE COLLEGES AND 
OTHER AUDITS COMPLETED SINCE 11 NOVEMBER 2005 

 I submit this Report under section 95 of the Financial Administration and Audit Act 1985 (FAAA) covering 
attest audit activity to 31 March 2006. 

 This Report includes:

  opinions issued under the FAAA on or before 31 March 2006 on the controls, fi nancial statement and 
performance indicator audits of four universities, three of their subsidiaries and ten TAFE colleges for the 
year ended 31 December 2005 (The subsidiaries are not subject to the FAAA and are not required to submit 
performance indicators.)

  signifi cant operational and management issues raised with universities and TAFE colleges during the conduct 
of the audits including compliance with the 2005 revised reporting provisions of the FAAA and Australian 
Equivalents to International Financial Reporting Standards (AIFRS)

  results of the remaining eight audits of agencies with a 30 June 2005 reporting date and two fi nal audits.

 In addition, results are reported for:

  three half yearly reviews of fi nancial statements for the period ended 31 December 2005

  two audit opinions on six monthly fi nancial statements for the period ended 31 December 2005

  two agencies with calendar year reporting requirements

  eight independent audit reports on fi nancial and statistical information completed in compliance with 
conditions of Commonwealth funding, specifi c grants or legislation. 

 Apart from the audits of the Professional Standards Council and seven subsidiaries of universities, this fi nalises 
my reporting on agencies with a 2005 reporting date.

 D D R PEARSON
 AUDITOR GENERAL

 12 April 2006
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 Audit fi ndings from the annual attest audits of fi nancial statements and performance 
indicators prepared by agencies are summarised for Parliament in two reports each year. 
This Report covers agencies with a 31 December 2005 reporting date, and includes the 
fi nalisation of other 2005 audits not previously reported. Together with the Audit Results 
Report on Ministerial Portfolios at 11 November 2005 (Report 12, November 2005), this 
Report fi nalises my reporting on the 2005 attest audit cycle. 

Audit Results – Universities and TAFE Colleges
 All four universities, three of their subsidiaries and ten TAFE colleges received clear audit 

opinions. Audit issues raised with management during the audits were resolved or were 
not signifi cant enough to warrant a qualifi ed opinion. 

 This provides reasonable assurance that effective fi nancial management procedures and 
practices are operating. However, management needs to be aware of changes and risks 
inherent in all aspects of their operations in order to maintain this standard. Management 
at universities and TAFE colleges need to give further attention to addressing information 
system control weaknesses that were again identifi ed in their computer systems. (Refer 
page 10)

 The universities and TAFE colleges improved the timeliness of submitting their fi nancial 
statements and performance indicators in accordance with negotiated schedules and 
worked with Audit to comply with the new FAAA tabling deadlines for their annual 
reports. However, improved communication and coordination between clients and Audit 
is needed to expedite conduct of future audits. In addition, better specifi ed client assistance 
schedules from Audit and appropriate agency quality assurance processes are proposed to 
enhance the quality of fi nancial statements, performance indicators and working papers 
next year. (Refer page 6)

Overview
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Other Audits Completed 

 With 31 December 2005 reporting date

 Three half yearly reviews and four clear audit opinions have been issued for agencies that 
have a reporting date of 31 December 2005. (Refer page 13)

 To fi nalise other 2005 audits

 Audit opinions for 175 agencies with reporting periods ending on 30 June 2005 or 31 July 
2005 were reported to Parliament in the Report 12, November 2005. The audit results 
of the remaining eight agencies and two fi nal audits are summarised on page 14 of this 
Report. In addition, a further eight audit certifi cations were issued to assist agencies to 
discharge conditions of Commonwealth funding, specifi c grants or legislation, adding to 
the 24 previously reported. (Refer page 14)

 Apart from the audits of the Professional Standards Council (refer page 14) and seven 
subsidiaries of universities (refer page 8), this fi nalises my reporting on agencies with a 
2005 reporting date.

Key Findings
  All universities, three of their subsidiaries and ten TAFE colleges with a reporting 

date of 31 December 2005 made the transition to reporting on the basis of Australian 
Equivalents to International Financial Reporting Standards (AIFRS) and received 
clear opinions.  (Refer page 6)

  Universities and TAFE colleges improved the timeliness of their submission of  
fi nancial statements and performance indicators for audit, as required to comply 
with the 2005 revised reporting requirements of the FAAA. Further improvement is 
proposed through better specifi ed client assistance schedules by Audit, better quality 
assurance procedures by agencies, and improved communication and coordination 
between agencies and Audit in 2006.  (Refer page 6)

  Whilst some improvement in information system controls was evident, moderate 
to signifi cant weaknesses in computer security and business continuity planning 
still exist at the universities and TAFE colleges. These weaknesses put at risk 
the availability and integrity of key fi nancial and student management systems.
  (Refer page 10)

  No progress has been made to authorise the fee for service training programs 
delivered by TAFE colleges as recommended in my previous Report 3, May 2005.   
 (Refer page 12)
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  All universities, three of their subsidiaries and the TAFE colleges with a reporting 
date of 31 December 2005 made the transition to reporting on the basis of Australian 
Equivalents to International Financial Reporting Standards (AIFRS) and received 
clear opinions. 

  Universities and TAFE colleges improved the timeliness of their submission of  
fi nancial statements and performance indicators for audit, as required to comply 
with the 2005 revised reporting requirements of the FAAA. Further improvement is 
proposed through better specifi ed client assistance schedules by Audit, better quality 
assurance procedures by agencies, and improved communication and coordination 
between agencies and Audit  in 2006.

 Agency management is responsible for keeping proper accounts and records to enable 
them to prepare timely and accurate fi nancial reports. An effective internal control system 
should operate to alert management to irregularities in procedures and assist them to 
prevent, detect and investigate errors and fraud. 

 Audits of the universities, their subsidiaries and TAFE colleges are conducted by the 
Auditor General under the Financial Administration and Audit Act 1985 (FAAA) and 
the Australian Auditing Standards. Issues identifi ed during an audit are referred to 
management for action and are generally satisfactorily resolved during the audit process. 
Agencies are required to provide the audited fi nancial statements, performance indicators 
and related opinion to the Minister for Education in their annual report, which is to be 
tabled in Parliament within 90 days of their year end.

 To assist them to provide quality fi nancial reports and accompanying notes, each university 
and TAFE college use guidelines and model fi nancial statements provided for universities 
by the Commonwealth Department of Education, Science and Training and for TAFE 
colleges by the Department of Education and Training (DET). These standard presentation 
formats allow comparability of each agency’s operations for review and funding purposes. 
In 2005, the transition to preparing of fi nancial statements compliant with the Australian 
Equivalents to International Financial Reporting Standards (AIFRS) was achieved.

 Following from last year’s recommendation, improved liaison between DET and the 
TAFE colleges during 2005 resulted in improvement in the quality of the fi nancial 
statements and performance indicators submitted for audit. Use of the model fi nancial 
statements improved the consistency of accounting approach across the TAFE colleges. 
The guidelines were clear and resulted in fewer revisions or amendments in form and 
presentation of fi nancial statements being required.

1: Audit Results for Universities and  
  TAFE Colleges
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 Management at the universities and TAFE colleges planned effectively to meet the new FAAA 
reporting arrangements and worked to achieve the negotiated schedule for submission of their 
AIFRS compliant fi nancial statements and performance indicators to Audit. However, improved 
communication and coordination between clients and Audit is needed to expedite conduct of 
future audits. In addition, better specifi ed client assistance schedules from Audit and appropriate 
agency quality assurance processes are proposed to enhance the quality of fi nancial statements, 
performance indicators and working papers next year.

Audit Opinions on Universities and TAFE Colleges
 Clear audit opinions were issued on the fi nancial statements, controls and performance indicators 

of all universities, three of their subsidiaries and the TAFE colleges. The opinions for the year 
ended 31 December 2005 were issued on the dates shown in Table 1. 

 The universities controlled $3 022 million in assets and collected $1 552 million in revenue 
during 2005. This revenue included $753 million contributed by the Commonwealth Government 
in fi nancial assistance, Higher Education Contribution and Post-Graduate Loans Schemes, grants, 
research funding and scholarships.

 The TAFE colleges controlled $657 million in assets and collected $91 million in revenue 
from operations during 2005. The State Government also provided $315 million in funding 
and assistance to TAFE colleges through DET.  This includes distribution of Commonwealth 
Government funding received by the State.
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Financial 
Statements 

and 
Controls

Performance 
Indicators 

(1)

Date Opinion 
Issued

UNIVERSITIES AND SUBSIDIARIES
Curtin University of Technology   

Uniservices Kalgoorlie Pty Ltd 
17/03/2006

Audit Completed#
Edith Cowan University  

ECU Resources for Learning Ltd   
15/03/2006

Audit in Progress
Murdoch University   

Murdoch ILO Pty Ltd  
Murdoch Investments Company Pty Ltd  
Murdoch Link Pty Ltd 
Murdoch Retirement Services Ltd 
Murdoch University Foundation  
Veterinary Centre Trust  

N/A

N/A
N/A

17/03/2006
30/03/2006

Audit in Progress
30/03/2006
30/03/2006

Audit Completed#
Audit Completed#

The University of Western Australia 
Integral Leadership Centre Ltd  
University Club 

22/03/2006
Audit in Progress
Audit in Progress

TAFE COLLEGES AND SUBSIDIARY
Central TAFE

WANMTC Pty Ltd  *
16/03/2006

Central West TAFE 17/03/2006
Challenger TAFE 17/03/2006
C Y O’Connor College of TAFE 24/03/2006
Great Southern TAFE 14/03/2006
Kimberley TAFE 21/03/2006
Pilbara TAFE 20/03/2006
South West Regional College of TAFE  21/03/2006
Swan TAFE 15/03/2006
West Coast TAFE  15/03/2006

 Table 1: Dates and types of opinions Source: OAG

  Denotes a clear opinion

 (1) The opinions on subsidiaries are given under the Corporations Act 2001 and relate to fi nancial 
statements only

 # Opinion pending receipt of Directors’ Declaration

 * Subsidiary dormant with no transactions in 2005. No audit opinion issued.

 The audit opinions were provided in time for the Minister for Education and Training to 
table the annual reports of the universities and TAFE colleges in Parliament within 90 
days of the end of their fi nancial year. 
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  Whilst some improvement in information system controls was evident, moderate 
to signifi cant weaknesses in computer security and business continuity planning 
still exist at the universities and TAFE colleges. These weaknesses put at risk the 
availability and integrity of key fi nancial and student management systems.

  No progress has been made to authorise the fee for service training programs 
delivered by TAFE colleges as recommended in my previous Report 3, May 2005.

 The internal control procedures that operate to provide checks and balances to assure 
the integrity of fi nancial reporting at the universities and TAFE colleges were assessed 
to be adequate during 2005. Weaknesses identifi ed were raised with management and 
recommendations were made for improving the controls. No weaknesses were signifi cant 
enough to compromise the quality of fi nancial reporting and warrant a qualifi ed audit 
opinion being issued. Most appeared to be periodic lapses by staff in following procedures 
or not carrying out the procedures in a timely manner. Ongoing management review 
to ensure staff follow procedures and rectify any defi ciencies identifi ed reduces the 
opportunity for error and fraud. 

 Other than information system controls weaknesses detailed below, there were few common 
control weaknesses identifi ed in fi nancial management and governance arrangements at 
the universities and TAFE colleges. However, two areas reported last year still require 
improvement at some universities and TAFE colleges:

  review and certifi cation of fortnightly payroll management reports by cost centre 
managers. Appropriate certifi cation of payroll is an important tool for providing 
assurance that only employees entitled to be paid are paid, and at the appropriate 
rates 

  review of open purchase orders or outstanding and back orders to determine why goods 
have not been received or whether they are still required. Without review, these orders 
can lead to inappropriate expenditure for items no longer required or paying higher 
prices. 

2: University and TAFE College    
  Management Issues 
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Information System Controls
 Information systems are important to most aspects of agency operations including the 

reliable reporting of fi nancial and performance information. A review of ‘general computer 
controls’ is undertaken to ensure key systems support the accurate reporting of fi nancial 
information and provide assurance on the overall integrity of information networks.

 Signifi cant differences exist between the information systems at the universities and 
the TAFE colleges. Mostly these relate to system ownership and authority over change. 
Each university has ownership of their own stand alone systems and responsibility for 
all policies and procedures which affect these systems. Also, they have independence in 
relation to changes made to their systems as well as any external links to the internet and 
other institutions. 

 The TAFE colleges have a widely distributed network. The Department of Education 
and Training (DET) is the custodian of key accounting, fi nancial management and 
student records systems. DET owns and is responsible for all the key software, hardware 
and network devices. The TAFE colleges are end users of the key systems. They are 
responsible for the validity and accuracy of the data input and maintained on the key 
systems and for ensuring the security of their own internal network infrastructure. Audit 
noted that there are ineffi ciencies in the control structures that could be improved by a 
cohesive communication framework between DET and the TAFE colleges. 

 The following ‘general computer controls’ were reviewed in 2005: 

  information resource strategy and planning

  information systems operations

  business continuity planning

  application systems implementation and maintenance (ASIM – change management)

  information security.

 Weaknesses in information security and business continuity planning continue to be the 
main areas of concern. 
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 Security

 Although work has been done to improve security controls, moderate to signifi cant 
weaknesses continued to be found in the areas of access and password controls, security 
policies and procedures and physical and network security. The weaknesses identifi ed 
could result in compromised availability and integrity of the network and the fi nancial and 
student management systems.

 User access weaknesses were the most prevalent. Effective access procedures prevent and/
or detect unauthorised changes or disclosure of valuable and confi dential information. 
Weaknesses included:

  a lack of review of user access rights

  no formal approval of user privileges (access levels) 

  no or minimal review of log fi les for access attempts to systems and networks

  password controls such as length, complexity and expiry.

 The other main category of security weakness was in the use and maintenance of 
appropriately documented and applied information system security policies and procedures. 
The universities and TAFE colleges were advised in 2005 that they need to improve in this 
area and progress was evident. 

 Business Continuity Planning

 The need for improved planning and testing of business continuity in the tertiary education 
sector has been previously reported but continued to be a signifi cant weakness at the 
universities, TAFE colleges and DET network in 2005. 

 Business continuity includes disaster recovery and strategic planning for an agency’s 
continued operation in the event of natural disaster, equipment failure, malicious software 
or unauthorised intrusion attempts. These plans identify the key business services and 
the procedures required and tested to ensure that, in the event of disruption to computer 
systems, the agency can continue to deliver its key services. 

 RECOMMENDATION

 The universities and TAFE colleges should ensure that their security and business 
continuity arrangements represent good practice and are refl ective of operational 
risk.
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Lack of Progress on Previously Reported Issue

 Authorisation of TAFE Colleges’ Fee for Service 

Training Programs

 Fee for service training programs delivered by TAFE colleges have not been authorised by 
the Minister as required by the Vocational Education and Training Act 1996 (VET Act). 
This matter was reported in last year’s Report on Universities and TAFE Colleges (Report 
3, May 2005). 

 DET  considered the Public Training Providers (Commercial Activity) Guidelines 2001 
issued by the Minister in 2001 a practical solution to address administrative problems 
caused by the power to delegate. However, legal advice is that these guidelines do not 
constitute the Minister’s authorisation for delivery of fee for service training programs. 

 DET’s proposal was to revisit the relevant legislative provisions when next reviewing 
the VET Act. Until such time as the VET Act is revised to remedy this matter, the fee for 
service training programs of TAFE colleges continue to be delivered without legislative 
authority. 
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Half Yearly Review Results
 Independent review reports were issued for three agencies’ fi nancial statements for the six 

months ended 31 December 2005. (Refer Table 2) Each review report states whether there 
was any indication that the fi nancial report is not properly drawn up so as to give a true 
and fair view of the agency’s fi nancial position and performance in accordance with the 
relevant legislation and the Accounting Standard for interim fi nancial reporting.

 The review of Keystart Bonds Limited is required under the Corporations Act 2001. The 
reviews of Water Corporation and Western Power are performed at the request of the Boards 
of these corporatised entities to mirror the requirements of the Corporations Act 2001. 

 The procedures performed during a review are limited primarily to inquiries of company 
or corporation personnel and analytical procedures applied to the fi nancial data. A review 
therefore does not provide all the evidence that would be required in an audit.

Financial 
Statements

Date Issued

Keystart Bonds Limited 14/03/2006
Water Corporation 07/03/2006
Western Power Corporation  27/01/2006

 Table 2: Dates and types of half yearly reviews  Source: OAG

  Denotes a clear independent review report

Audit Opinions for 31 December 2005 Reporting Date
 Clear fi nancial statement, controls and performance indicator audit opinions were issued 

for two agencies, other than universities and TAFE colleges reported earlier in this Report, 
and two request audits that have a reporting date of 31 December 2005. (Refer Table 3)

Financial 
Statements 

and 
Controls

Performance 
Indicators

Date 
Opinion
Issued

Six Monthly Audit  (01/07/2005 - 31/12/2005)
Legal Contribution Trust  

Poongsan Perth Mint Joint Venture  (Request) N/A
28/03/2006
21/03/2006

Calendar Year Audit (01/01/2005 - 31/12/2005)
Anzac Day Trust  

Government House Foundation of Western 
Australia Inc.  (Request)

N/A

27/03/2006

21/03/2006

 Table 3: Dates and types of opinions Source: OAG

  Denotes a clear opinion

3: Results of Half Yearly Reviews and  
  Other 31 December Audits
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  Clear opinions have been issued for 10 fi nancial statements and controls and fi ve 
performance indicator audits completed since 11 November 2005 for agencies with a 
30 June 2005 reporting date or fi nal audits.

 During 2005 we endeavoured to issue audit opinions earlier than in previous years. We targeted 
the residual agencies that were not completed in time for inclusion in Report 9, November 
2004. In 2005 these residual agencies were signifi cantly reduced from 21 to eight. Four of 
these residual audits relate to a subsidiary and three request audits that do not have a legislative 
deadline for submission. Three statutory authorities, marked # in Table 4, submitted their 
fi nancial statements and performance indicators after the statutory deadline.

 Reporting the results of these residual audits in Table 4 fi nalises the 2005 attest audit cycle. 
Unless otherwise noted, audit opinions issued relate to the reporting period 1 July 2004 to 
30 June 2005. Performance indicators are only required for agencies reporting under the 
FAAA.

Financial 
Statements 

and 
Controls

Performance 
Indicators (1)

Date 
Opinion
Issued

STATUTORY AUTHORITIES
Botanic Gardens and Parks Authority 28/11/2005
Busselton Water Board   *  # 07/12/2005
Eastern Goldfi elds Transport Board 18/11/2005
Local Health Authorities Analytical Committee   *  # 03/02/2006
Professional Standards Council  (01/01/2003 

– 30/06/2004) and (01/07/2004 – 30/06/2005)  
Not 

Submitted
SUBSIDIARY (1) 
Fresh Western Pty Ltd  N/A 21/11/2005
REQUEST AUDITS 
Foundation for Advanced Medical Research Inc N/A 08/12/2005
Friends of the WCHS Inc N/A 16/11/2005
Poongsan Perth Mint Joint Venture   (01/07/2004 

– 30/06/2005) N/A 01/03/2006
FINAL AUDITS 
Western Australian Centre for Pathology and 

Medical Research  (01/07/2005 – 14/07/2005)
Not 

Submitted
13/12/2005

Western Australian Egg Marketing Board   
(04/07/2004 – 02/07/2005)  #

16/12/2005

 Table 4:  Dates and types of opinions Source: OAG

  Denotes a clear opinion
 #  Late submission of certifi ed fi nancial statements and performance indicators
 * Extension of time was granted by Minister for submission of fi nancial statements and performance 

indicators
 (1) The opinions of subsidiaries are given pursuant to the Corporations Act 2001 and relate to fi nancial 

statements only

4: Other Audits Completed Since 
  11 November 2005 
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 Audit of the Local Health Authorities Analytical Committee  was delayed as the Minister 
granted a three month extension of time until 1 December 2005 for submission of the 
fi nancial statements and performance indicators for the period ending 30 June 2005. 

 The Professional Standards Council’s  fi nancial statements and performance indicators for 
the periods 1 January 2003 to 30 June 2004 and 1 July 2004 to 30 June 2005 have not 
been submitted. The then Board’s membership expired in July 2004. Another Board was 
appointed by the Attorney General on 3 January 2006 and has yet to certify the 2003-04 
and 2004-05 fi nancial statements and performance indicators.

Audit Certifi cations 
 Audit work is also undertaken throughout the year to certify fi nancial and statistical 

information produced by departments and statutory authorities. This assists agencies to 
discharge conditions of Commonwealth funding, specifi c grants or legislation so that 
they can receive ongoing funding or apply for future funding under existing or new 
agreements.

 A total of 32 independent audit reports are being reported to Parliament for activities 
largely occurring during the 2005 reporting cycle. Twenty four certifi cations were detailed 
in Report 12, November 2005, and a further eight, completed since 11 November 2005, are 
reported below. In all cases the independent audit reports issued confi rmed managements’ 
assertions.

Client Certifi cation Relates to Date 
Issued

Department 
of Health 

Australian Health Care Agreement: Public hospital fund data 2004-05 as 
set out in fi nancial information summary for year ended 30/06/2005

20/12/2005

Department of 
Housing and Works 

Commonwealth State Housing Agreement 2003: Financial statements on 
use of housing assistance assets and funds for year ended 30/06/2005

21/12/2005

Rural Business 
Development 
Corporation 

Rural Adjustment Scheme 1985-88 and 1992: Rural Adjustment Scheme 
fi nancial return for year ended 30/06/2005

21/12/2005

Western Power 
Corporation   

Electricity Corporation Act 1994: Issue of an independent audit report for 
the year ended 30/06/2005 on each of the special purpose fi nancial reports 
for:
 – South West Electricity Distribution System

– South West Electricity Transmission System
– North West Electricity Distribution System
– North West Electricity Transmission System
– Regional Electricity Distribution System

29/03/2006
29/03/2006
29/03/2006
29/03/2006
29/03/2006

Table 5:  Independent audit reports or certifi cations issued Source: OAG
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Universities, TAFE colleges and agencies are indexed on the fi rst page that they appear in the body of the Report. 
Subsequent indexing is not included unless relating to a separate part of the Report.
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