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AUdiT REpoRT 
 

To the Readers of the Treasury’s Annual Report for the year ended 30 June 2006

The Auditor-General is the auditor of  the Treasury (the Department).  The Auditor-General has appointed 
me, Andrew Dinsdale, using the staff  and resources of  KPMG, to carry out the audit on his behalf.  The 
audit covers the financial statements, statement of  service performance and schedules of  non-departmental 
activities included in the annual report of  the Department for the year ended 30 June 2006. 

Unqualified opinion

In our opinion:

• The financial statements of  the Department on pages 92 to 108:

•  comply with generally accepted accounting practice in New Zealand; and

•  fairly reflect:

- the Department’s financial position as at 30 June 2006;

- the results of  its operations and cash flows for the year ended on that date.

• The statement of  service performance of  the Department on pages 47 to 69 and 79 to 86:

• complies with generally accepted accounting practice in New Zealand; and

• fairly reflects for each class of  outputs:

- its standards of  delivery performance achieved, as compared with the forecast standards outlined 
in the statement of  forecast service performance adopted at the start of  the financial year; and

- its actual revenue earned and output expenses incurred, as compared with the forecast revenues 
and output expenses outlined in the statement of  forecast service performance adopted at the 
start of  the financial year. 

•  The schedules of  non-departmental activities on pages 114 to 124 and 127 to 134 fairly reflect the assets, 
liabilities, revenues, expenses, contingencies, commitments and trust monies managed by the Department 
on behalf  of  the Crown for the year ended 30 June 2006.

The audit was completed on 22 September 2006, and is the date at which our opinion is expressed.

The basis of  our opinion is explained below.  In addition, we outline the responsibilities of  the Chief  Executive 
and the Auditor, and explain our independence.

Basis of opinion

We carried out the audit in accordance with the Auditor-General’s Auditing Standards, which incorporate 
the New Zealand Auditing Standards.
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We planned and performed the audit to obtain all the information and explanations we considered necessary 
in order to obtain reasonable assurance that the financial statements and statement of  service performance 
did not have material misstatements, whether caused by fraud or error.

Material misstatements are differences or omissions of  amounts and disclosures that would affect a reader’s 
overall understanding of  the financial statements and the statement of  service performance.  If  we had found 
material misstatements that were not corrected, we would have referred to them in our opinion.

The audit involved performing procedures to test the information presented in the financial statements and 
statement of  service performance.  We assessed the results of  those procedures in forming our opinion.

Audit procedures generally include:

• determining whether significant financial and management controls are working and can be relied on to 
produce complete and accurate data;

• verifying samples of  transactions and account balances;

• performing analyses to identify anomalies in the reported data;

• reviewing significant estimates and judgements made by the Secretary to the Treasury;

• confirming year-end balances;

• determining whether accounting policies are appropriate and consistently applied; and

• determining whether all financial statement and statement of  service performance disclosures are 
adequate.

We did not examine every transaction, nor do we guarantee complete accuracy of  the financial statements 
or statement of  service performance.

We evaluated the overall adequacy of  the presentation of  information in the financial statements and 
statement of  service performance.  We obtained all the information and explanations we required to support 
our opinion above.

Responsibilities of the Secretary to the Treasury and the Auditor

The Secretary to the Treasury is responsible for preparing financial statements and a statement of  service 
performance in accordance with generally accepted accounting practice in New Zealand.  The financial 
statements must fairly reflect the financial position of  the Department as at 30 June 2006 and the results 
of  its operations and cash flows for the year ended on that date.  The statement of  service performance 
must fairly reflect, for each class of  outputs, the Department’s standards of  delivery performance achieved 
and revenue earned and expenses incurred, as compared with the forecast standards, revenue and expenses 
adopted at the start of  the financial year.  In addition, the schedules of  non-departmental activities must fairly 
reflect the assets, liabilities, revenues, expenses, contingencies, commitments and trust monies managed by 
the Department on behalf  of  the Crown for the year ended 30 June 2006.  The Secretary to the Treasury’s 
responsibilities arise from sections 45A, 45B and 45(1)(f) of  the Public Finance Act 1989. 

We are responsible for expressing an independent opinion on the financial statements and statement of  
service performance and reporting that opinion to you.  This responsibility arises from section 15 of  the 
Public Audit Act 2001 and section 45D(2) of  the Public Finance Act 1989. 
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independence

When carrying out the audit we followed the independence requirements of  the Auditor-General, which 
incorporate the independence requirements of  the Institute of  Chartered Accountants of  New Zealand.

In addition to the audit we have carried out assignments in the areas of  assistance with the implementation 
of  New Zealand International Financial Reporting Standards for the Crown and taxation advice, which are 
compatible with those independence requirements.  Other than the audit and these assignments, we have 
no relationship with or interests in the Department.

Andrew Dinsdale 
KPMG 
On behalf  of  the Auditor-General 
Wellington, New Zealand
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QUAliTY STAndARdS foR  
AnAlYSiS And AdvicE
 

Quality 
Characteristic Description

Purpose The objective for the advice is clearly stated; it answers any financial and economic issues 
raised by the Minister and demonstrates a clear understanding of the desired outcome(s) of 
the Government and/or the Minister.

Problem definition Any public policy problem, including the underlying causes, size and materiality of issues,  
is identified and supported by data or other evidence.

Context it is clear where the advice stands in the context of the wider policy process, including what 
has already been undertaken and what is expected to occur in the future. ccMAU’s advice is 
undertaken in the context of the Government’s ownership expectations for SoEs and/or cRis.

Logic An appropriate analytical framework is used. Assumptions behind the advice are explicit and 
the argument is logical and supported by facts.

Accuracy All material facts are present and accurate. Known gaps that could significantly affect the 
conclusions are identified and the range of uncertainty stated. forecasts are credible at the 
time they are produced and take into account all relevant information.

Options A range of options is presented that provides clearly differentiated choices and these are 
rigorously evaluated against the analytical framework. costs, benefits, consequences and 
risks/opportunities of the options are assessed as part of the analysis. Where it is not 
appropriate to use a range of options the reasons are clearly stated.

Recommendations Recommendations are clear, logical and action oriented and can stand alone from the rest of 
the advice. They are sufficient to enable a decision to be made on the proposal or to move to 
the next decision/action point.

Consultation Evidence of thorough and timely consultation with other government departments and 
interested parties is presented, and their views, including objections, incorporated as 
appropriate.

Practicality issues of implementation, technical feasibility, practicality and timing are considered and 
advice accurately identifies compliance, transitional, political, legislative, revenue, expense 
and administrative implications and costs (quantified where possible).

Communication Guidance is provided on how communications arising from decisions on the advice should be 
handled, including an assessment of key stakeholders who should be informed and how.

Presentation Material is presented to suit the target audience and:

• is concise and structured in a way which assists others to understand the aim of the 
advice, key features of the information, analysis and recommendations, and their key 
implications

• uses appropriate language and style

• uses empirical evidence

• avoids clichés and technical jargon (or where the latter is not possible, it is used 
appropriately for a general audience)

• is consistent with departmental and cabinet office presentation requirements.

note: All aspects of the standards may not apply to specific pieces of policy advice, given considerations of urgency or the particular 
nature of the advice to be provided. for instance, much of our work is second-opinion advice on other departments’ proposals often 
undertaken under tight time pressures.
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lEGiSlATion

as at 30 June 2006

Budget legislation administered by the Treasury during the year:

 Appropriation Act(s)                 imprest Supply Act(s)

Other legislation administered by the Treasury:

Bank of new Zealand Act 1988

crown Entities Act 2004 (part 4)

crown forest Assets Act 1989

crown Research institutes Act 1992

Export Guarantee Act 1964

farm and fishing vessel ownership Savings Schemes (closure)
Act 1998

finance Acts (various) 

Government Superannuation fund Act 1956

Hawkes Bay Earthquake Act 1931

institute of chartered Accountants of new Zealand Act 1996

international finance Agreements Act 1961

national Expenditure Adjustment Act 1932

national provident fund Restructuring Act 1990

national Savings Act 1940

new Zealand council planning dissolution Act 1991

new Zealand Government property corporation Act 1953

new Zealand Railways corporation Restructuring Act 1990

new Zealand Railways Staff Welfare Society dissolution Act 1999

new Zealand Superannuation Act 2001
(various provisions) 

new Zealand Superannuation and Retirement income
Act 2001

overseas investment Act 2005

post office Bank Act 1987

public Audit Act 2001

public finance Act 1977

public finance Act 1989

Radio new Zealand Act 1995

Radio new Zealand Act (no 2) 1995

Rural Banking and finance corporation of 
new Zealand Act 1989

Southland Electricity Act 1993

State insurance Act 1990

State-owned Enterprises Act 1986

Superannuation Schemes Act 1989

Tourist Hotel corporation of new Zealand Act 1989

Treasurer (Statutory References) Act 1997 

Delegated legislation administered by the Treasury:

Bank of new Zealand order 1989

cityline (nZ) vesting order 1992

crown Entities (financial powers) Regulations 2005

crown Research institutes Act commencement order 1998

Electricity industry Reform Act commencement orders (various)

Export Guarantee Amendment Act commencement order 1990

finance Acts orders (various)

international finance Agreements Amendment Act 
commencement order 1978

national provident fund (Approval of Amendments to 
Restructuring proposal) order 1993

national Savings investment Account Regulations (various)

new Zealand Railways corporation Restructuring Act orders 
(various)

new Zealand Railways Staff Welfare Society 
dissolution Act commencement order 1999

overseas investment Regulations (various)

post office Bank Amendment Act orders (various)

public Audit (West coast development Trust) order 2002

public finance Act orders (various)

Radio new Zealand orders (various)

Southland Electricity Act commencement order 1994

State insurance Act (vesting) order 1990

State-owned Enterprises Act orders (various)

Tourist Hotel corporation of new Zealand Act 
commencement order 1990

Tower corporation Act commencement order 1990
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WoRKinG And policY pERSpEcTivES 
pApERS

for the year ended 30 June 2006

Treasury Working and Policy Perspectives Papers contain work in progress on a variety of  economic, financial, 
trade and social issues.

Our aim in publishing is to make papers available to a wider audience, and to inform and encourage public 
debate. All papers can be viewed on our web site:  www.treasury.govt.nz/workingpapers

Papers added during 2005/06 include: 

 
Policy Perspectives Papers

2006

06/03 impacts of a potential influenza pandemic on new Zealand’s Macroeconomy by James douglas, Kam Szeto and 
Bob Buckle 

06/02 financing infrastructure projects: public private partnerships by dieter Katz 

06/01 Modelling new Zealand’s long-Term fiscal position by paul Rodway and peter Wilson 

2005

05/05 The Economics of Knowledge: What Makes ideas Special for Economic Growth? by nic Blakeley, duncan Mills 
and Geoff lewis 

05/04 The contribution of the primary Sector to new Zealand’s Economic Growth by Alex Harrington 

Working Papers

2006

06/03 Affordability of Housing: concepts, Measurement and Evidence by Mark Robinson, Grant Scobie and Brian Hallinan 

06/02 Migration and Economic Growth: A 21st century perspective by cat Moody 

06/01 The Role of R&d in productivity Growth: The case of Agriculture in new Zealand: 1927 to 2001 by Julia Hall and 
Grant Scobie 

2005

05/11 income Growth and Earnings variations in new Zealand, 1998-2004 by dean Hyslop and Suresh Yahanpath 

05/10 Measures of Human capital: A Review of the literature by Trinh le, John Gibson and les oxley 

05/09 The Effect of new Zealand Superannuation Eligibility Age on the labour force participation of older people by 
Roger Hurnard 

05/08 Regional Economic performance in new Zealand: How does Auckland compare? by Geoff lewis and Steven Stillman 


