





Financial Legislation Amendment Act 2021

The Financial Re-introduced Passed by The Bill arises
Legislation unamended on Parliament on 18 from the
Amendment Bill 12 May 2021 August 2021 and recommendations
2020 was passed came into of two statutory
by Legislative operation 21 reviews of the
Assembly and September 2021 FMA (2012 and
introduced in 2017)

Legislative Council
on 19 March 2020
before lapsing
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Financial Legislation Amendment Act 2021

The Act enables key reforms to the existing financial
management framework under two broad themes:

> Governance and Accountability
> Efficiency and Effectiveness

Addresses recurring themes of recent government reviews:

> Service Priority Review;
> Special Inquiry into Government Programs and Projects;

> Red Flags, Red Faces report on public procurement
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Governance and Accountability Measures

Increased onus on accountable authorities for robust budget management
practices and internal controls

Specifically requires accountable authority to:

* Formally notify the Minister in the event of financial difficulty

« Operate within the agency’s approved Expense Limit

* Ensure the agency complies with government financial management
policies

* Ensure the agency has documented policies and procedures relating
to delegations and authorisations for officers entering into financial
obligations
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Governance and Accountability Measures

Improves effectiveness of Resource Agreements and Annual Estimates as
accountabillity tools:

Clarifies requirements and processes, including timeframes for submission
and approvals process

Requires agencies to prepare Resource Agreements and Annual Estimates

(unless exempted) as specified in:

« T1 808 Resource Agreements
e TI 953 Publication and Presentation of Estimates

Requires Resource Agreements to specifically identify Expense Limits

Allows modifications to Resource Agreements given it is a dynamic document
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Efficiency and Effectiveness Measures

Resolves deficiencies identified in legislation and provides workable solutions

» addresses ineffective mechanism for appropriation of new and supplementary
expenditures (section 27):
> standing appropriation
> timely reporting in the Annual Report on State Finances which is tabled in Parliament
» addresses anomaly in Loan Act 2017:

> temporary repayment and redraw of borrowings without impacting the authorised
borrowing limit

> Improve whole of government liquidity management and savings in interest expense
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Efficiency and Effectiveness Measures

» accommodates a late budget in an election year by increasing:

> automatic supply of moneys from 20% to 35%
> extending the period from two to four months

» resolves unintended build-up of large agency holding account balances
(on balance sheet)

> allows Treasurer to direct holding account balances to be credited to the
Consolidated Account where not likely to be utilised

Department of Treasury




Efficiency and Effectiveness Measures

Reduces unnecessary red tape and administrative burden

» allows the Treasurer to exempt agencies from reporting key performance
Indicators (KPI) in annual reports, where justified

» replaces the Governor’s role in the approval of write-offs and act of
grace payments with the Treasurer

> Treasurer to approve all act of grace payments; Ministers up to $250,000 under
delegated authority

> Minister may write off relevant amounts in excess of $250,000 with prior
approval of Treasurer
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Implementation

0

2021 currently Feb. 2022
Update 88A of the FAB Tls impacted by the Amended Tls for
incorporated the FLAA are currently release in the next
Financial Legislation being reviewed FAB update
Amendment Act 2021

(FLAA) with the updated
FMA
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Implementation — Annual Estimates

o Applies to all agencies 0

unless exempted by the

O

. Submit draft estimates to
Statutt_ory pé{gcies;lm > T;easurlert talone budcet > the Minister by a
* Generally stand-alone pudge .
Sections ° funded agencies exempted designated date

(Department of Finance, Small
Business Development Corp)

o . T

Minister has one

T1 953 - content and Approved annual month to approve unless

publication of annual ‘ estimates to be made Q otherwise agreed, or may
estimates public present annual estimates

and direct
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Implementation — Resource Agreements

Statutory process in sections
42 to 44

Applies to all agencies unless
exempted by the Treasurer

» Generally budget funded
agencies to prepare a RA

The RA with the modification
Is the RA for the remainder of

Submit draft RA to Treasury
(as agent of the Treasurer) by
a designated date

the year

RA may be modified by
Treasurer by giving written
notice of the modification
including expense limit (MYR,
EOT, FYE)

A

T1 808 - Template RA to be
attached
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Treasurer has one month to
agree, or present a RA and
direct




Implementation — Holding Account

Review of Holding Account policy

Policy proposal - March 2022

Finalise policy - July 2022

Publish — August 2022

In-house training

CFO Forum - November 2022

Effective 2023-24 Budget
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Overview

» New stand-alone disclosure standard
replacing reduced disclosure
requirements (RDR).

» Move from AASB 1053 towards IFRS.
» Applies to Tier 2 agencies.
» Mandatory from 1 July 2021!

» Whole of Government reporting
— T1 1107 continues to require some
agencies to impose full Tier 1
disclosures for specific transactions
and balances.
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NO Comparatives for PPE reconciliation.

NO Comparatives for Intangible Assets reconciliation.

Remaining
I the Same

NO Comparatives for Right of Use Assets reconciliation.

KMP Remuneration is not required to be disclosed
by benefit category.
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Disclosure of parent-subsidiary relationship by government-related entities -
excluded from RDR but retained in Treasury Model Annual Reports issued
previously for sector consistency.

A third statement of financial position is not required.
(Change Accounting policy, retrospective restatement or reclassification)

Remaining
i the Same

Statement of changes in equity remains.
Agencies frequently receiving capital appropriations and equity contributions will
require this statement.

Summary of consolidated account appropriations are required for
departments. Statutory authorities receiving funding from a department are
deemed exempt from this requirement.
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Changes

Revenue — relief from

>

Narrative disclosures on judgements regarding
the transfer of control of goods and services for
revenue from performance obligations satisfied
at a point in time.

Narrative disclosures on amortizing contract
liabilities for each reporting period.

Quantitative disclosure of amortisation and any
Impairment losses recognised in the reporting
period.

Narrative disclosures of practical expedients
applied in measuring finance or incremental
costs of obtaining a contract.

17

Department of Treasury

Remuneration of auditors now required for
Tier 2 by AASB 1060.

Additional disclosure of the nature of
termination benefit, amount of the obligation
and extent of funding at reporting date.



Leases

Addition of Future Lease Payments table for
reporters transitioning from RDR to AASB 1060.

General narrative description of significant leasing
arrangements is required.

Reductions in disclosures for variable lease
payments, options and residual value guarantees.

Disclosures for operating leases - most agencies
will only have immaterial disclosures for GROH
and GOVS schemes.
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Financial Instruments

Most Tier 2 reporters have financial assets and
liabilities.

Tier 2 reporters holding loans receivables,
shareholdings, finance leases and right of
Indemnities are extremely limited within the
sector. However there are a number of changes

under these items. Please see AASB 1060 111-
119 if these apply to your agency.

Additions:

Narrative disclosure for measurement/valuation
of financial assets and liabilities describing how
fair value is determined.

Disclosure of any impairment loss for each class
of financial asset.



Treasurer’s Instructions

AASB 1060 impacts the following TlIs:

19

Tl 1101
Application of
Australian
Accounting
Standards and

Other
Pronouncements
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T1 1102
Statements of
Comprehensive
Income

T1 1103
Statements of
Financial Position

T1 1107
Application of
Tiered Reporting
— Reduced
Disclosure
Requirements



FAB update 89 will include the new
Tier 2 model financial statements

Fab.enquiries



mailto:Fab.enquiries@treasury.wa.gov.au

Additional
Information

Current AASB projects on NFP
and public sector financial
reporting frameworks.

www.aasb.gov.au

AASB 1060 Key Facts (03/20)
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http://www.aasb.gov.au/
https://www.aasb.gov.au/admin/file/content102/c3/AASB1060_KeyFacts_03-20_1585193851825.pdf

Commbiz Webinar Refresh Initiative

Training for Commbiz users via Microsoft Teams
Tasks include;

- Electronic Authorities

- User Management

- Payment Processing, and

- Best practices and platform features

For registration please contact:
Rosemary Gaglioti

Director
Transaction Banking Solutions

Phone (08) 9482 6534 | Mobile 0416 167 875 | Email gaglioro@cba.com.au
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The Department of Finance acknowledges the
traditional custodians throughout Western Australia
and their continuing connection to the land, waters

and community. We pay our respects to all members
of the Aboriginal communities and their cultures; and
to Elders both past and present.



The Debarment Regime
Meg Herbert

Procurement Assurance
Officer



Introduction

What Is a debarment regime?
What does it mean for me?
Where do | find information?

Questions



What is a debarment regime?

A debarment regime establishes and
processes through which a can be excluded
from doing with government.



Debarment regime

WA supplier debarment regime Is established
under the Procurement Act (Part 7)

Commences operation on 1 January 2022

Other countries and supranational organisations
have debarment regimes — I.e. US, UK, EU, World
Bank

The WA regime Is the first of its type in Australia
(1.e. applies to suppliers across all industries).



Grounds

e Grounds for debarment conduct are established
under a broad range of WA and Commonwealth
legislation

* Three categories of debarment conduct:

— Category A, most serious conduct, up to 5 years debarment
— Category B, up to 2 years debarment

— ‘Other debarment conduct’, I.e. conduct that may have a
material adverse effect on the integrity of or public confidence
In procurement by Government (up to 2 years debarment)



Processes

* Investigations Initiated by the Finance DG, or on
referral from a State agency

 Finance DG iIs the decision maker, but will rely on
iInvestigation by responsible agencies to prove
conduct

* Decisions are subject to a public interest test, I.e.
once conduct Is proved, debarment must also be In
the public interest



Supplier exclusion

‘Supplier’ means persons and entities that supply or
propose to supply to government either directly or
iIndirectly

Conduct of senior officers of a supplier may be relevant,
but an individual senior officer cannot be debarred

‘Affiliates’ are related entities of a debarred supplier and
they may also be debarred if it is in the public interest

‘Exclusion’ refers to debarment or suspension under the
regime



Business and government

* ‘Business’ in the context of the debarment regime
refers to the supply of goods, services, works,
some leases and community services (i.e.
procurement subject to the Procurement Act)

* ‘Government’ refers to all State agencies under the
Procurement Act

* Authorised bodies may also rely on debarment or
suspension decisions



Cconsequences

 New contracts:
— An excluded supplier can’'t be awarded a contract
— An excluded supplier can’t be a subcontractor or agent

e EXIsting contracts:
— Can’t be extended (options / extension beyond term)
— Can’t be varied to increase the scope
— Can terminate contracts with a debarred supplier

 Waiver of consequences for a contract or subcontract:

— State agency must establish ‘exceptional circumstances’ and DG Finance
must be satisfied it is in the public interest

— DG Finance may offer the supplier a Supplier Undertaking.



Debarred suppliers

TendersWA will be used to identify suppliers to
government

Release requests, award contracts and record
subcontractors on Tenders WA ($50,000 and above)

How do | know if a supplier is debarred?

— See the register on the Excluded Suppliers page (TendersWA)
— Finance will notify your DG
— Supplier registration(s) will be removed from TendersWA



Suspended suppliers

When can a supplier be suspended?

— Category A debarment conduct investigation ongoing
— Suspension is in the public interest

How do | know if a supplier is suspended?

We will notify your DG, no public register

See the Excluded Suppliers page on TendersWA which will state:
= If there are any suspended suppliers, and
= their industry

Supplier registration(s) will be removed from TendersWA
Investigating use of an online look up tool



What does it mean for me?

e Procurement

— The next information session for procurement people will be held on
9 December at Albert Facey House

* Invoice payments

- When paying an invoice if you come across a payment to an
excluded supplier talk to the contract manager

- Contract managers do not have to terminate their contracts with
excluded suppliers (but they can if the supplier is debarred).

= Contract manager must not* extend contracts with excluded
suppliers or increase the scope of these contracts.

*unless it is in the public interest and approval from DG Finance is secured.



Where do | find information?

WA.gov.au

Legislation.wa.gov.au

TendersWA

Contact us

FAQs, State agency guide

Request and Contract conditions

Procurement Act 2020

Procurement (Debarment of Suppliers)
Regulations 2021

Excluded Suppliers page

procurementassurance@finance.wa.gov.au
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Procurement Update

Andrew Davy

Assistant Director Procurement
Practice Improvement



General Update

Procurement Reform (is now business as usual)
— The WA Procurement Rules came into effect 1 June 2021
— Areas of interest from agencies include:
= How to ensure changes reflected in systems and processes
= Cooperative Procurement Arrangements
= The Social Procurement Framework
* Aboriginal Procurement Policy

— Aboriginal participation requirements to be included in applicable tenders
released on or after 1 January 2022

— 2020-21 agency performance report approved by the Minister for Finance
and will soon be published on WA.gov.au



General Update

State Commissioning Strategy

Agency commissioning plans (ACPs) submitted by 10 agencies
Independent review of four main agencies’ ACPs

Discussion paper released in July seeking feedback
Consultation feedback

= highlighted areas for improvement

= developed into four themes

Draft strategy developed

Next steps:

Update to Cabinet December 2021
Implementation plan to be developed early 2022
Draft Strategy and implementation plan to Cabinet early 2022



General Update

Strategic Forward Procurement Plans

— Required under the WA Procurement Rules
— Provide visibility of planned procurements for two financial years for:

= FInance and agencies

 Facilitate strategic procurement opportunities
e Support the Social Procurement Framework
« Support effective procurement planning

= Industry

* Intended Government contracting opportunities
—  WIll be ready for 2022-23 financial year reporting requirements

— Minimising reporting burdens and duplication is important
— More detailed comms to come in early 2022



For more information

WA.gov.au

—  Western Australian Procurement Rules

- Social Procurement Framework, including guidance materials
- Procurement templates, guides and resources

- Aboriginal Procurement Policy, including annual performance reports and Agency Practice Guide

- State Commissioning Strategy

- Strategic Forward Procurement Plan
Procurement Practice and Policy advice

- Your Department of Finance customer team contact

- Department of Finance procurement policy teams

o If commercial procurement policy or practice, procurementadvice @finance.wa.gov.au

o If Aboriginal Procurement Policy or WA Disability Enterprise related, socialprocurement@finance.wa.gov.au

o If community services procurement matter, cspp@finance.wa.gov.au
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Questions?



Supporting continuous
improvement in Environmental,
Social & Governance outcomes for

Western Australia

Richard McKenzize

A Whole of WA Government Initiative



* Released today by the Premier



‘Brings together key policy commitments and actions in progress addressing the
key environmental and social challenges facing WA now and into the future’

For whom?
* Primarily for investors in WA Government debt securities

« EXxpected also to have broad appeal to wider range of investors considering
WA as an investment destination



Initiative across WA Government over 2021



Investors impacting with their
money

48

Funds invested under a range
of responsible investment
considerations increasing

Estimated that 40% of funds
placed Australia last year have a
responsible investment lens

Coverage of assets and asset
classes increasing

ESG profiling by investors to
support their capital decisions
IS both becoming the standard
and an expectation from an
ethical business practice
perspective

Rating agencies, litigation and
exclusion!

48



What do we hope to achieve?

* Support a positive perception of the WA Government’s current ESG profile and understanding of
and forward intentions to support continuous improvement

* Provide a greater level of confidence to the global investor community to help maintain a positive
attitude towards financing the WA Government through purchasing our bonds

— And by extension for broader range of investors considering WA as an investment destination

» Facilitate awareness that WATC intends to develop a Sustainability Bond Framework as a
component of the State Government’s priorities towards improving ESG outcomes

— Providing a vehicle to finance Government funded initiatives that meet green and social bond principles

 Help mitigate any existing or emerging ‘Perception’ risk of WA’s ESG credentials that
could start to hinder investment decisions or incite criticism of ‘greenwashing’ if we had
of moved straight to a Sustainability Bond Framework



Source: ANZ, Bloomberg (30 Sept 2021)

Other large Australian States (Qld,
NSW, Vic) have programs to issue
Green and Sustainable Bonds and
have been active in the past few years.

However, standards are tightening
and issuer credibility is becoming a
key issue

Investors are increasing wary of
‘greenwashing’

Regulators placing more focus on
compliance frameworks to promote
standards and consistency

Europe leading standards evolution
and concept of ‘circular economy’



How did we frame the WA Government
response to this emerging ‘mega trend’ on ESG focus?

« Develop an information package that clearly and concisely articulates the WA Government’s
ESG credentials in language familiar to global investors

— Information presented under categories related to global ESG scoring frameworks

— Reference to progression of UN SDG objectives that are recognized internationally



WA Government has strong governance supported by a strong economy and financial capacity to deliver
on all initiatives in the ESG information pack

WA has implemented a broad based approach to lower carbon emissions, focusing on comparative
advantage and areas the WA Government can most influence

For other key environment areas WA either has clear targets (e.g. waste) or is already a national or world
leader (e.g. water management, conservation and biodiversity management)

WA has a strong base across key social priorities (e.g. health, education, housing) that it will continue to
support and be at the forefront of evolving challenges (e.g. mental health, STEM — skills for jobs of
tomorrow)

WA Government is at the forefront on improving equity in society (e.g. gender equality, disability services)
with improving cultural recognition and quality of life outcomes for Aboriginal people being a key priority

https://www.wa.qgov.au/government/publications/supporting-continuous-improvement-esg-outcomes-western-australia

https://www.wa.qov.au/sites/default/files/2021-11/supporting-continuous-improvement-in-esg-outcomes-for-western-
australia-november2021.pdf
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https://www.wa.gov.au/sites/default/files/2021-11/supporting-continuous-improvement-in-esg-outcomes-for-western-australia-november2021.pdf









































































Key distribution initiatives
 Premier media release
 CEO emalil to known current and past WATC investors inviting to webinar(s) held last two days
» Distribution by WATC ‘panel banks’ to broadest possible investor base (many attended webinars)
« CEO emall to rating agencies and targeted media outlets, notifying and inviting feedback
— Forthcoming Kanga News article
o JTSI distribution to global invest and trade offices and associated investor network
— also presence on their social media networks
* Presentation at WA Govt CFO forum — further raise internal government awareness!
Feedback a priority
» Feedback ‘hotline’ established: esg@watc.wa.gov.au with ‘response tree’ across Govt agencies

 Key message this is a starting point to enable structured dialogue on ESG issues and how the WA
Government can best support evolving investor information requirements
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ENSURING DELIVERY OF THE AIP

» Review of AIP In consultation with industry incorporated In
2021-22 Budget

» Establishment of Major Projects Directorate and continuation
of Infrastructure Delivery Unit to complement OMTID

» Establishment of Major Projects Expenditure Review Sub
Committee (MPERSC)

» Supporting coordination - AIP Pipeline Report in AIM
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UPDATED SAMF REQUIREMENTS

» Early stage planning and due diligence supports realistic schedules and cashflows

» Overly optimistic project schedules may not account accurately for:
> project planning timeframes, such as Project Definition Plans (i.e. project scoping), schematic
design, tender documentation and procurement processes
> acquiring land, and securing planning, heritage, environmental and/or Commonwealth approvals

> stakeholder negotiation and project interdependencies (e.g. land acquisition, site access and
service relocation); and

> sourcing technical and professional capabilities.

» The SAMF refresh — in part — helps to ensure that robust project cashflows and the
timing of payments are accurately aligned to construction milestones (including start and
completion dates)

» This helps to minimise the risk of project delays and associated AIP reflow requests.
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STRATEGIC ASSET MANAGEMENT FRAMEWORK

SAMF ensures Iinvestment decisions align with the
Government’s priorities and support effective service delivery

» A high level, comprehensive
asset investment and
management policy
framework

» Applies to all Government
entities (including
Government Trading
Enterprises)
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STRATEGIC ASSET MANAGEMENT FRAMEWORK

Asset Management System

Strategy & Planning

Investment Decision Making Procurement & Lifecycle Delivery

82

Strategic Investment Funding Tender
Justification Decision Decision Evaluation

Delivery Operation

Refurbish/
Disposal




SAMF REFRESH

» Encourages rigorous planning and due diligence to ensure that the right
assets are delivered at the right time, the right location, and at an
appropriate price

» Contemporary approach aligned with international standards for risk and
asset management

» Developed in collaboration with Finance and in consultation with major
AlIP agencies and central agencies

» Supports Infrastructure WA's functions (SIS, SIP and MIPA)
» Exposure Drafts provide opportunity for feedback from all agencies
» Updated web portal with fewer documents and simpler navigation
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STRATEGIC ASSET PLAN




STRATEGIC ASSET PLAN

The agency’s asset portfolio is fit for purpose, delivering value
for the community
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EXPECTATION OF AGENCIES FOR 2022-23 SAP

» Engage with Treasury regarding feedback on your 2021-22 SAP.
» Utilise the new SAP policy and the template.
» Focus on continuous improvement.

> Provide an overview of the agency’s Asset Management Strategy, and
current and target maturity.

> ldentify gaps in your SAP and provide a plan for improvement.

» Take into account the Government's response to Infrastructure WA's
draft State Infrastructure Strategy.
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BUSINESS CASES




BUSINESS CASE STRUCTURE

A business case puts costs, outcomes and benefits at the
centre of investment decision making, while balancing social,
environmental and financial risks.
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BUSINESS CASE — THINGS TO KEEP IN MIND

» Engage early with the relevant stakeholders
» Treasury (and Finance for general government agencies)

» Consultation with Office of Digital Government is mandatory for ICT business cases

» Assessment by Infrastructure WA will be mandatory on proposals >$100 million

» Other resources can be used to inform business case development
» Infrastructure Australia Assessment Framework

» Victorian Department of Treasury and Finance Business Case Guidelines

» Please provide feedback on exposure drafts
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NEXT STEPS




Key Timeframes

» October — December 2021 — Treasury engagement with agencies on
SAPs, and delivery priorities for the approved AIP

» November — December 2021 — Finance (with GG agencies) and
Transport develop a coordinated schedule of tenders for the next 12
months

» 17 January 2022 — Budget Submissions and SAPs due
» 4 February 2022 — Closing date for feedback on SAMF Exposure Drafts
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Providing Feedback

» For further advice on the SAMF, SAPs or Business Cases please
contact:

> Your Treasury Analyst
> Infrastructure Strategy and Policy
> Email SAMF@treasury.wa.gov.au

» Feedback on the Exposure Drafts is welcome at any time up to
4 February 2022.

» Provide views on draft State Infrastructure Strategy recommendations
Impacting on SAMF
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95

147

State entities

427

Financial and
control findings
(430 prior year)

85

Significant

17 31

Entities qualified Qualifications

28%

Financial control
Issues unresolved
(26% prior year)



Major Themes Qualified opinions for State entities

35

« Payroll
 Procurement %0
 Restricted cash 95

e General
computer 20

controls
« KPIs 15
10

5|| ||I| I| I| || | I||
O 1

2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

®m Number of entities ~ ® Number of separate issues



 Qualified opinions matter in the public sector as they are
Integral to providing assurance that public funds and resources
are being properly accounted for and well managed.

* S0, when the State realised a record operating surplus of $5.8
billion In 2020-21 our concern is that entities must ensure the
highest standard of financial management and public
administration so that this money can deliver the best possible
economic and social outcomes for the State.

Q7



e 5 Matters of significance

e exemption from the Under Treasurer for reporting certain KPI's

« 15 Emphasis of Matter paragraphs. Some examples:

 contingent liability for the Palmer/ Mineralogy claim of $28 billion. This was also
reported in the ARSF

 not reporting on KPI's

* income statement disclosure re inventories and biological assets.

g8



Financial and management control weaknesses by category
35%

30%
25%

20%

e 423 403
10%

R

0% ii.n =nll

Expenditure Payrolland Govemance  Assets Accounting Revenue Liabilities Inventory
human procedures
resources

m 2017 2018 m 2019 m 2020 m 2021
453 issues 300 issues 323 issues 430 issues 427 issues

Significant financial and management control weaknesses combined with deficiencies in information
systems controls means a gateway to fraud, misappropriation and service interruption is opened.

(o]e]



 When weaknesses in information systems controls are combined with significant
deficiencies in financial and management controls, such as expenditure and payroll,
[and remalin unresolved by entities] a gateway to fraud and misappropriation is
opened.

» An effective control environment provides assurance that an entity is achieving its
objectives

e Address findings promptly
e Most telling:
e Limited bandwidth

 Strong foundations in financial management and governance are essential to
support long-term confidence in our public institutions.
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78% ready for audit within 20 days Audit readiness

of year end 100%
I e

° i 0 . B

compared with 65% last year 90% A

. 38 days
However, only 84% of audits 80% |— — after year
completed within the 90 day tabling o L end
timeframe ’
: 60% —
e compared with 93% last year Between
50% 20-38 days
Due to: of year end
. . 40% %
e complex accounting issues - 78%
. . - . 30% 63% 59% 64% 63% 65%
« significant audit findings - 54% I
. . . % d f

« earlier than usual tabling deadline end

in an election year 10%
« OAG and entity resourcing 0%

: 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
constraints
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e Native title settlements

e Special purpose accounts (restricted cash)

* Property valuation, transfer and management matters

o Casual employees’ entitlement to long service leave

« Anti-money laundering and counter-terrorism financing framework

e Service Concessions — AASB 1059 / ASA 540- Estimates

102



Infrastructure renewal ratio
Annual expenditure on assets divided by annual depreciation

3.50

7\
200 — = \/\
2.50 \
2.00
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2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
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Annual and long service leave liabilities ($ million)

Borrowings and unfunded superannuation ($ million)

4,000
70,000 3,500
60,000
3,000
50,000
2,500 S
40,000
30,000 2,000
20,000 1,500
10,000 1,000
500
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
0
——Borrowings Unfunded superannuation 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

== (General government Total public sector

« Borrowings have been increasing

* Annual and long service leave becoming an increasing liability to the State
 COVID-19 fatigued and diverted
» Resource constrained
« Casual employees’ entitlement
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Best practice top 20 large entities
Child and Adolescent Health Service

Commissioner of Main Roads

Department of Mines, Industry Regulation and Safety
Department of Finance

Department of the Premier and Cabinet

Department of Training and Workforce Development
Department of Treasury

Department of Water and Environmental Regulation
Electricity Networks Corporation - Western Power
Electricity Generation and Retail Corporation (Synergy)
Government Employees Superannuation Board
Insurance Commission of Western Australia

Legal Aid Commission of Western Australia

Mental Health Commission

Mid West Ports Authority

Office of the Director of Public Prosecutions

South Metropolitan Health Service

Southern Ports Authority

Water Corporation

Western Australian Treasury Corporation

Best practice top 20 small entities
Art Gallery of Western Australia, The Board of the

Chemistry Centre (WA)
Construction Industry Long Service Leave Payments Board
Country Housing Authority

Department of the Registrar, Western Australian Industrial Relations

Commission

Economic Regulation Authority

Health and Disability Services Complaints Office
Infrastructure WA

Keep Australia Beautiful Council

Law Reform Commission of Western Australia
Legal Costs Committee

Metropolitan Cemeteries Board

Parliamentary Commissioner for Administrative Investigations
Perth Theatre Trust

Public Sector Commission

Trustees of Public Education Endowment
Western Australian Electoral Commission
Western Australian Health Promotion Foundation
Workcover Western Australia Authority
Zoological Parks Authority




e [ssuing opinions for 148 LG entities

o Approximately 300 certifications

* We have issued 12 opinions and over 142 certifications for local government

 December tertiary cycle

 Audit Methodology Tool
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State:
* We surveyed 102 state government entities (75% response rate)
* 100% response rate from 9 tertiary entities surveyed

 Key themes:

* Professionalism, accounting standards changes support, and
quickly understanding systems and processes.

e Entities want more detall in their prepared by client listings

* We need to ensure timely communications and response to
queries

» Debrief meetings outside of the exit meeting process appreciated.

We hear you and we want your feedback for 2021
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Focus Area
2016-17 2017-18 2018-19 2019-20 2020-21

The Office's audit program was undertaken in a timely manner. 84 86 90 89 82

Audit process
The auditors were responsive to our needs. 88 89 90 91 82

The Office's management letters communicated the audit findings and

: 90 93 90 96 89
issues clearly.

Audit reporting
The Auditor-General's audit opinion was issued in a timely manner. 94 95 97 94 87
We va!ue the assurance we obtain from the audit of our statutory 97 99 98 95 94
financial statements.

Audit value
We value the Office's recommendations to improve the financial 91 96 97 93 89

management and internal controls of our organisation.
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* Be proactive with previous year’s findings — use Tool 7
 When qualified, this raises your risk profile — use Tool 1

e Audit preparedness
* Review findings from previous year
e |[dentify changes in accounting standards
* Review existing accounting policies and methodologies
e Supporting documentation
 Ensure adequate staff will be available

« OAG engagement
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As soon as issued

30 June 2022

31 December 2023
31 December 2022

31 December 2023

31 December 2023
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1. All entities should ensure they maintain the integrity of their financial control environment by:

» periodically reviewing and updating all financial, asset, human resources, governance, information
systems and other management policies and procedures and communicating these to relevant
staff

« conducting ongoing reviews and improvement of internal control systems in response to regular
risk assessments

» regularly monitoring compliance with relevant legislation
« promptly addressing control weaknesses brought to their attention by OAG audits.

2. Entities should periodically review their KPIs to ensure that:
» they are calculated from reliable and complete data
* they remain relevant, appropriate and fairly present performance against realistic targets

» the KPI instructions are periodically updated and approved so that KPIs are consistently reported
and comparable

 variance between actual and target explanations are appropriately transparent and meaningful.
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. Entities and Treasury should continue to facilitate timely tabling of Statements of Corporate

Intent to ensure compliance with legislation.

. Treasury should continue to provide guidance to assist entities with the adoption of new

accounting standards. Entities should continue to make timely preparations for implementation
of these new standards.

. Entities should be ready for audit and recognise that if they are not audit ready when OAG

audits are scheduled to conduct audit work, or there are significant control deficiencies and
other issues requiring resolution beyond budgeted hours, that audit opinion delivery may be
delayed and additional costs incurred.

. Entities should consider where possible to undertaking certain accounting analysis which is not

year end dependent (e.g. asset impairment assessment, valuations etc) so as to spread the
work load. In addition, consideration of whether a hard close pre year end (e.g. 31 May) and a
roll forward to year end with an aligned audit timing may be beneficial.

. In any advice to government on new or ongoing policies and programs, explicitly consider and

Inform government of potential impacts on foundational business as usual activities, and
capacity and capability for priority uplift, as well as identify strategies to manage these risks.
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