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Introduction

The purpose of Insights: Audit Practice is to explain ANAO methodologies to help entities prepare
for an ANAO audit.

This edition is intended for officials within government entities responsible for governance,
internal audit or a government activity that may be the subject of an ANAO performance audit.

The Auditor-General Act 1997 (the Auditor-General Act) sets out the functions, mandate and
powers of the Auditor-General for Australia and establishes the statutory office of the Auditor-
General and the Australian National Audit Office (ANAQ).

The Auditor-General is an independent officer of the Australian Parliament and has discretion in
the performance or exercise of their functions or powers. In particular, the Auditor-General is not
subject to direction in relation to: whether or not a particular audit is to be conducted; the way
in which a particular audit is to be conducted; or the priority to be given to any particular matter.
The Auditor-General must, however, have regard to the audit priorities of the Parliament, as
determined by the Joint Committee of Public Accounts and Audit (JCPAA).

In delivering against this mandate, the Auditor-General is assisted by the ANAO. Audits
undertaken by the ANAO are designed to provide a reasonable level of assurance; the ANAQO’s
work is governed by auditing standards established by the Auditor-General, which incorporate
the standards made by the Auditing and Assurance Standards Board applied by the auditing
profession in Australia. The ANAO Auditing Standards adopt the Australian Standard on Assurance
Engagements (ASAE) 3500 Performance Engagements (the relevant Auditing and Assurance
Standards Board standard for performance audits in Australia), except in relation to reporting
requirements, internal controls and non-compliance with laws and regulations. The reporting
requirements of ASAE 3500 are replaced with those contained in the International Organization
of Supreme Audit Institutions (INTOSAI) Standard International Standards of Supreme Audit
Institutions 3000 Performance Audit Standard (ISSAI 3000). This is consistent with the ANAQO's
approach in reporting to the Parliament and with the ANAQ’s purpose.

The ANAOQ’s audit reports are presented for tabling in the Australian Parliament and assist the
Parliament in fulfilling its accountability role. Following tabling of an audit report, the ANAO may
be requested to brief parliamentary committees, ministers and individual parliamentarians on the
findings of the audit.

The JCPAA examines all performance audit reports and conducts inquiries on selected reports.
Other committees of the Parliament may also choose to conduct inquiries using ANAO reports as
key information sources.

The ANAOQO’s performance audit activities

The ANAQ’s performance audit activities involve the independent and objective assessment of all
or part of an entity’s operations and administrative support systems. Performance audits may
involve multiple entities and examine common aspects of administration or the joint
administration of a program.
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Through this activity, the ANAO reports to the Parliament on areas where improvements can be
made to aspects of public administration and makes specific recommendations to assist public
sector entities to improve performance.

The Public Governance, Performance and Accountability Act 2013 (PGPA Act) defines the proper
use of public resources as ‘efficient, effective, economical and ethical’. The ANAO assesses all
aspects of the proper use of resources:

° effective (the extent to which intended outcomes are achieved);
° economical (minimising cost);

° efficient (maximising the ratio of outputs to inputs);

o ethical'; and/or

° legislative and policy compliance.

The Auditor-General Act authorises the Auditor-General to conduct performance audits of
Commonwealth entities, Commonwealth companies and their subsidiaries. The Auditor-General
Act also authorises the Auditor-General to conduct a performance audit of a Commonwealth
partner.? Audits of Commonwealth partners that are part of, or controlled by, state or territory
governments must be requested by the responsible minister or the JCPAA. Similarly, performance
audits of government business enterprises can be conducted only if requested by the JCPAA.

Annual audit work program

The ANAO identifies subjects for audits through its planning processes and as part of developing
the ANAO annual audit work program (AAWP). The AAWP aims to provide broad coverage of
areas of public administration while balancing identified priorities with the ANAQO’s capacity.
When developing and selecting performance audit topics, the Auditor-General is guided by six
key considerations, which includes the importance of the topic to the Parliament.

1 The Department of Finance’s PGPA Glossary defines ‘ethical’ as: the extent to which the proposed use of
public resources is consistent with the core beliefs and values of society. Where a person behaves in an
ethical manner it could be expected that a person in a similar situation would undertake a similar course of
action. For the approval of proposed commitments of relevant money, an ethical use of resources involves
managing conflicts of interests, and approving the commitment based on the facts without being influenced
by personal bias. Ethical considerations must be balanced with whether the use will also be effective,
economical and efficient.

2 Commonwealth partners include contractors and state and territory bodies that have received money to
achieve a Commonwealth purpose and have agreed to use the money in achieving that purpose or have
entered into a contract that relates to that purpose.
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Source: Annual Audit Work Program 2024—-25: Overview, available from https://www.anao.gov.au/work-
program/overview.

Topics are identified based on consideration of: potential benefits; the level of parliamentary and
public interest in a topic; and risks to reputation and service delivery. The Auditor-General must
have regard to the audit priorities of the Parliament, as determined through the JCPAA, in the
topic selection process. Australian Government entities are consulted on the identification of
potential audit topics and the potential topics are published on the ANAQ’s website for public
consultation.

Once potential topics have been approved by the Auditor-General, the AAWP is published on the
ANAO website. The number of potential topics varies from year to year, but there are always
more potential topics than the ANAO will complete within one financial year. For example, the
2024-25 AAWP includes 102 potential topics, and the ANAO target for performance audit reports
for 2024-25 is 48 reports.? The Auditor-General may also decide, throughout the year, to conduct
an audit that is not on the published AAWP.

Engagement with government entities on performance audits

Performance audits by their nature involve engagement between the ANAO and the audited
entity as well as other stakeholders involved in the program or activity being audited.

The expectation that audited entities cooperate with the ANAO is supported by legislation.
Sections 30 to 35 of the Auditor-General Act 1997 outline the Auditor-General’s information-

3 ANAO Corporate Plan 2024-25, ‘Program 1.2 — Performance audit services’, Measure 6, available from
https://www.anao.gov.au/work/corporate/anao-corporate-plan-2024-25 [accessed 1 October 2024].
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gathering powers. Section 33, for example, provides that the Auditor-General, or an authorised
official, may at all reasonable times have access to Commonwealth premises and to any
documents or other material in connection with an Auditor-General function. Such material can
include Cabinet papers, ministerial decisions, commercially sensitive and classified documents or
data, and emails.

What the ANAO requires from audited entities

The conduct of an audit is facilitated when the entity or body provide all reasonable facilities and
assistance to aid the conduct of an audit.

e Providing the ANAO with access to any premises, systems, documents and other property
that the ANAO determines may be necessary to the audit.

Responsiveness

e Responding in a reasonable timeframe to requests for access to relevant staff, facilities,
documentation and information. The ANAO generally requires requests for access and
information to be responded to within one week of the request being made.

Electronic data

e Consistent with the Government’s Digital Transition Policy, all requested records are to
be made available to the ANAO electronically.

Confidentiality

e Recipients of an ANAO draft or proposed audit report must not disclose any of the
information in the report, or extract, except with the consent of the Auditor-General.

Feedback

e Concerns or issues in relation to the audit should be raised with the audit team,
engagement executive or other ANAO representative. The ANAO will also seek feedback
on the conduct of audits at the conclusion of the audit.

Australian National Audit Office — Insights: Audit Practice
Performance Audit Process

5



What entities can expect from the ANAO

The Auditor-General’s information-gathering powers are balanced by confidentiality provisions in
the Auditor-General Act and the exemption of the Auditor-General from the Freedom of
Information Act 1982. ANAO officials must not disclose any information except in the course of
undertaking an Auditor-General’s function, and ANAO staff and contractors maintain security
clearances which are appropriate for the audit work they perform. Information obtained during
an audit or review is stored securely at all times and used only for audit purposes.

To facilitate the audit process and ensure that reports are accurate, balanced and fair, the audit
team will conduct the audit in accordance with the following expectations.

Professionalism

e Audit teams will perform their role objectively and with impartiality. We will comply with
the ANAO auditing standards and uphold the Australian Public Service values as set out in
the Public Service Act 1999.

Evidence-based

e Audit teams will obtain sufficient knowledge of each entity and an understanding of the
issues relevant to the administration of the activity being audited.

e The ANAO seeks to ensure communication throughout the audit such that there are ‘no
surprises’ in the final audit report. This approach provides opportunities for entities and
other parties to discuss the audit findings during the course of the audit.

Confidentiality

e The ANAO treats all audit-related information as ‘in-confidence’. Sensitive information
that in the Auditor-General’s opinion is not in the public interest will not be included in
public reports.

e The information obtained during the audit will be stored securely at all times and used
only for audit purposes. The ANAO computer network has a protected security rating and
arrangements are in place to store documents with higher security classifications. ANAO
staff have appropriate clearances.
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Performance audit process

The main phases of a performance audit involve audit planning, audit fieldwork, and reporting.
Within these phases are a number of key steps and milestones. An ANAO performance audit
report takes an average of about 10 months from planning to tabling, but the ANAO conducts a
mix of shorter and longer audits as part of its annual audit work program.?

Planning phase

3

Development of
individual audit
work plan

Audit approved by
the Auditor-General

Audit designation

. J . J . J

Audit work plan

The first phase of the audit process involves planning the audit, including defining the audit
objective, scope and audit criteria.” This phase generally involves a review of information relating
to the program or activity to be audited, and consultation with the relevant entities and
stakeholders. The audit objective and criteria are approved by the Auditor-General.

Audit approval and designation

Once the Auditor-General has decided to undertake the performance audit, the ANAO sends a
‘designation letter’ to the accountable authority of the entity whose operations or activities are
the subject of the audit, communicating the Auditor-General’s decision to begin the audit. The
letter also outlines the objective, criteria and terms of the audit.® Relevant entity officials may be
copied in, such as a leader in the entity’s audit or governance area. The ANAO may also engage
with other entities or stakeholders that are not ‘designated’ during the course of the audit. In
addition to the ‘designated’ entities, Australian Government entities that are not ‘designated’
may be required to provide information and documents for the purpose of the audit. The Auditor-
General may choose to include another entity at any stage in an audit.

4 The ANAO annual audit work program is available on the ANAO website.

5 In the case of a Commonwealth partner audit under section 18B of the Auditor-General Act, the general
objective of the audit may also be indicated in the JCPAA’s request for the audit.

6 The Auditor-General has the discretion to change the audit objective and criteria during the course of the
audit.
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Fieldwork phase

1 &9

Evidence Report
Entry meeting gathering and preparation Exit meeting
analysis papers

Entry meeting

An entry meeting will be arranged with key personnel involved in the audit. It is used to introduce
the audit team; receive any initial representations from the entity; discuss the objectives, criteria
and scope of the audit; advise of the ANAO’s initial information requirements; and answer any
guestions the entity may have about the audit criteria or process. The meeting is an opportunity
to discuss and resolve any issues relating to the conduct of the audit, particularly site and system
access and data requests.

The entry meeting is also an opportunity for the audited entity to provide introductory briefing
and key material relevant to the audit in order to streamline the process.

Evidence gathering and analysis

The ANAO will require building access and unfettered access to IT systems and records. This will
require entities to promptly ‘on board’ ANAO officials to entity systems, with auditor access.
ANAO officials are not required to undergo additional security checks; nor are they required to
sign agreements, memoranda of understanding or undertakings with respect to their access and
use of information. In addition to their responsibilities under the Auditor-General Act with regard
to confidentiality, they will respect the information handling environment in which they are
auditing.

The ANAO gathers and analyses evidence and discusses emerging issues with the entity. During
evidence gathering, the audit team may conduct meetings with managers, staff and other
stakeholders; obtain relevant documentation, data and email accounts for review; inspect
physical assets; and observe officials in their roles. The number and frequency of document
requests may vary, and timely provision of requested information is expected (generally five
working days). Document requests may include classified documents, cabinet documents and
email accounts deemed by the ANAO as necessary for the purposes of conducting the audit.
Documents should not be redacted nor altered for provision to the ANAO.

The ANAO audit team will keep the entity informed in a timely manner of the conduct of, and
significant issues arising from, the audit.

During the fieldwork phase, the ANAO welcomes input from anyone, including members of the
public, on the audit topic. The webpage for each audit on the ANAO website will note whether or
not the audit is currently ‘open for contribution’. The website includes a facility to send
information and upload documents.
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Report preparation papers

Report preparation papers (RPPs) are prepared once the majority of the evidence has been
collected. RPPs outline the evidence base relied upon, preliminary audit findings and potential
audit recommendations. Additional information from entities may also be sought, such as
requests for clarification or the provision of further evidence.

RPPs are not a draft report. They are papers which demonstrate the audit evidence against the
criteria of the audit and the emerging positions resulting from that evidence.

The ANAO audit manager may invite the entity to participate in an information briefing prior to
receiving the RPPs.

The RPPs are not required to be issued under legislation, and are shared with entities to provide
an opportunity for the entity to consider the audit findings and provide feedback to the audit
team, including additional context, further documentary evidence, correction of errors of fact,
issues relating to sensitive information and to provide any other information if required.

The recipient of RPPs must not disclose any of the information in the RPPs (including to external
legal advisers, contractors, consultants and ministers) except with the written consent of the
Auditor-General. It is rare for consent to be given for disclosure of RPPs.

Any written response to the RPPs is expected to be received by the ANAO within 10 working days.
The RPP response period can require a significant amount of resourcing from the audited entity.
It is recommended that this period is well planned for.

Exit meeting

An exit meeting is held with senior entity staff following the ANAO’s receipt of the entity’s
response to RPPs. This meeting signifies the conclusion of the fieldwork phase. During the exit
meeting, the preliminary audit findings and potential recommendations are discussed. The entity
also has the opportunity to provide further documentation and information relevant to the audit
findings.

Reporting phase

Proposed report Entity provides a

- Final report Audit is presented
s.19) provided to response to the = %
( acziguntable Al\plAO within approved by the for tabling in the
authority 28 days Auditor-General Parliament

Section 19 proposed report

After considering the response to the RPPs and any further information or evidence, the proposed
report is drafted. The proposed report is sent from the Auditor-General to the accountable
authority of the audited entity, as required by section 19 of the Auditor-General Act.

The accountable authority may share the proposed report with any officials in the entity.
However, the accountable authority and any official who receives the proposed report must not
disclose any of the information in the report (including to external legal advisers, contractors,
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consultants and ministers) except with the written consent of the Auditor-General. The
accountable authority can provide the draft report to their audit committee.

Response to proposed report

If the recipient of the proposed report, or an extract of the report, gives written comments to the
Auditor-General within 28 days of receiving the report, the Auditor-General must consider those
comments before preparing a final report.” The entity may provide the following types of
responses:

. Formal letter of reply — A letter that will constitute the entity’s formal response to the
proposed audit report. The letter of reply will be reproduced as an appendix to the final
audit report.

. Summary response — A short summary of the entity’s letter of reply (maximum 200
words). The summary response will be published in full at the conclusion of the report
summary in the front-end of the report.

° Responses to recommendations — A response to each of the report’s recommendations,
indicating whether the entity agrees or disagrees. This will be reproduced under the
recommendation in the body of the report.

. Editorial matters — In preparing a response the entity may identify comments or matters
of an editorial nature that they wish the ANAO to consider incorporating in the text of the
final report. This material will not be published as part of the formal response to the audit
report.

Final approval by Auditor-General and presentation of the report for tabling in the
Parliament

The Auditor-General Act requires performance audit reports to be presented for tabling in the
Parliament as soon as practicable after approval of the final report by the Auditor-General and a
copy of the report to be given to the responsible minister, the Finance Minister (for cross-entity
audits conducted under section 18 of the Auditor-General Act) and the accountable authority of
each entity subject to audit.

The long-standing practice of the ANAO is that two days prior to the report being presented for
tabling in the Parliament, an embargoed copy of the report is provided to: the relevant minister;
the accountable authority of the entity subject to audit; the Prime Minister; the Finance Minister
(for cross-entity audits conducted under section 18 of the Auditor-General Act); the Secretary of
the Department of the Prime Minister and Cabinet; and others whom the Auditor-General
considers have a special interest in the report.®

Once tabled, audit reports attract parliamentary privilege. Draft reports and working papers
prepared by the ANAO as part of the conduct of a performance audit also attract parliamentary
privilege.

7 Auditor-General Act 1997, subsection 19(7).

8 These drafts are provided on a strictly confidential basis and the content of the reports must not be disclosed
prior to tabling of the audit report in Parliament.
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Further reading

The ANAO website provides information on the ANAO annual audit work program. The website
shows the status of all audits included in the work program and invites members of the public to
contribute during the evidence gathering phase of each audit. Once the report of an audit is
tabled, it is publicly available and can be accessed from the ANAO’s website.
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