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Ms Sue Morton

Secretary

Senate Finance & Public Administration Committee

Parliament House

CANBERRA  ACT  2600

Dear Ms Morton

The following information is provided in relation to a question taken on notice at the Committee’s hearings held on Tuesday, 28 May 2002.

Should you have any queries in relation to this matter, please contact Mr Russell Coleman on ( 6203 7640.
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Question
Why didn’t the ANAO mention the KPMG report in the audit report on the 2000-2001 annual financial statements of the National Australia Day Council?



Answer:

At the time the ANAO independent audit report was issued (23 August 2001), a reference to the KPMG report was not considered appropriate as the Council was in a sound financial position, having addressed its financial difficulties.  This decision was taken was taken after consideration of:

· the auditors reporting responsibilities under section 307 of the Corporations Act 2001; and 

· Australian Auditing Standard, AUS 702, The Audit Report on a General Purpose Financial Report, which prescribes the format and content of audit reports.

Section 307 of the Corporations Act 2001 requires an auditor to form an opinion on whether a company’s financial report is in accordance with the Corporations Act, including:

· compliance with accounting standards and the Corporations Act regulations;

· gives a true and fair view of the financial position and performance of the company; and

· whether the company complied with other mandatory reporting requirements.

This also includes an assessment of whether a company is able to pay its debts as and when they become due and payable.

In view of the financial difficulties experienced by the National Australia Day Council in the period to December 2000, and the resulting additional funding received from the Department of Communications, Information Technology and the Arts in order for the Council to meet its debts, the ANAO paid particular attention to cash flow, funding and related issues during the audit of the Council’s financial statements for the year ended 30 June 2001.  This involved a review of:

· the management steps taken by the Board from December 2000 onwards on financial, budgetary and staffing issues; 

· the proposed budget, cash flows and funding arrangements which were in place for the following 2001-2002 financial year, and

· the representations made to the ANAO by the directors and the directors’ declaration signed on 23 August 2001 relating to the capacity of the Council to meet its debts as and when they fell due.

It was determined that, at the date of the independent audit report, the Council was assessed as a going concern with committed funding arrangements in place.  Accordingly, it was not considered necessary for the audit report to be qualified by reference to issues raised in the earlier KPMG report.  Consequently, an unqualified audit opinion was issued using the standard words outlined in AUS 702.

It should be noted that the ANAO made recommendations to the Board Directors relating to the development of on-going funding plans in its closing report to the Board dated 23 august 2001 and that an ANAO representative, while attending later meetings of the Board and the Audit Committee, further reinforced this issue.  The ANAO has closely monitored the Council’s financial position during the current year and will again give consideration to cash flow and funding issues during the forthcoming audit of the audit of the 2001-02 annual financial statements.


IAN MCPHEE

Deputy Auditor-General
