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Introduction by the Controller and Auditor-General 
 
Having an independent Office, which continues to be relevant, and one which, through
its work, engenders real change and improvement in the public sector, are my key
goals for my term as Auditor-General. 
 
I’m proud to present the Strategic Plan for the balance of my term as Auditor-General –
that is, the five years to June 2009. 
 
Underpinning this strategy is the belief that we can make more of a difference to our
stakeholders – to Parliament (including local constituencies), to public entities and to our
staff.  We’ve set out an ambitious vision for the next five years –  we’d like to be
acknowledged as leaders in designing and delivering independent assurance services. 
 
There is, currently, a very wide range of issues in our operating environment with audit 
implications – including significant changes in legislation.  In devising our strategy, we’ve 
had regard to these issues and to what our stakeholders have been telling us about how 
they’d like us to respond. 
 
The key to us being successful will be the continual re-shaping of our services and using the
best people.  Already, the change in the way we choose auditors who do the annual audits has
freed up our ability to better share our knowledge and our people.   
 
I believe our strategy positions the Office for the future.   
 
 
Kevin Brady 
Controller and Auditor-General 
30 January 2004 
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Background to this Strategic Plan 
 
This Strategic Plan is for the next five years (from 1 July 2004 to 30 June 2009), being the balance
of the current Auditor-General’s term.  It should be read in conjunction with the Annual Plan for
2004-05 (particularly in relation to planned performance audits). The Annual Plan is also available
on our web site at www.oag.govt.nz. 
 
The Strategic Plan is presented in four parts: 
 
• Introduction 

which provides the reader with a summary of our key findings, and paints a picture of how we see
the future for the Office and for our stakeholders – Parliament (including local constituencies),
public entities and our staff. 

 
• Purpose and outcomes 

which explains why the Office exists, what it does and what outcomes it desires to achieve. 
  

• Strategic context  
which sets out the key issues in our environment  and the needs of our stakeholders, and
discusses the Office’s current ability to respond to these. 
 

• Strategic responses 
which outlines our strategy and vision, identifies the strategic areas we need to focus on over the
next five years and details our responses and actions.  It also highlights the key risks facing the
Office and how we intend to mitigate them, and outlines how we will measure the success of this
strategy. 
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STRATEGIC AREAS OF FOCUS 
 
• Ongoing research and development, and product

development, and innovation. 
• Changes to the breadth and depth of our current

assurance products and services.  
• Enhancement of our Strategic Audit Planning process

and deployment of our full range of assurance
interventions around issues/risks. 

• Continual adaptation of our organisation. 
 

Significant and ongoing changes in: 
• The accounting and auditing profession. 
• Public entities’ legislative and operating environments. 
• Information and reporting requirements and methods. 

KEY STAKEHOLDER NEEDS 

Stakeholders would like more: 
• Performance audits . 
• Help navigating through information and understanding

and applying legislative changes. 
• Best practice information. 
We could do better by: 
• Improved timeliness, especially for inquiries and

performance audits. 
• Greater responsiveness, and innovation. 

OUR CURRENT ABILITY TO RESPOND 

+ Our independence.  
+ Strong knowledge and expertise of our people. 
+ Depth and breadth of relationships. 
+ Robust standards. 
- Light mix of performance audits to financial audits. 
- Lean capability in performance audits. 
- Timeliness variable. 
- Inadequately funded for inquiries. 
- Depleted capability in product development and

research. 

 
“Product Leadership” 

OUR VISION 
 
To set the benchmark for design and delivery of
independent assurance services by: 
• shaping our services to anticipate and respond to

Parliament and other stakeholders’ needs and our
changing environment; 

• building our capability to create and deliver our
services; 

• fostering relationships and ways of working to
support our strategy of product leadership; and 

• acting independently in everything we do. 
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• Strategic deployment of our full range of assurance services
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• Technically strong • Professional leadership 
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• An Auditor-General’s Office
appropriately resourced for the future

 
• Greater depth and breadth of

assurance work 
 
• Signif crease in the number of

perfo  audits 
 
• Timel letion of inquiries 
 
• Great idence that public entities

are g out their activities
efficie effectively, and
appro ; are using public funds
wisely have accurately reported
their p ance 

 
• Obse improvements in public
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What will be different for our stakeholders in five years 

PARLIAMENT 

• Leading-edge audit and assurance
products 

 
• Greater responsiveness to their

needs 
 
• Pre-emptive, predictive and timely

assurance 
 
• An Auditor-General’s Office equipped

to deal with challenges in the
environment 

 
• More effective representation of the

best interests of the public sector in
accounting and auditing, governance,
accountability and reporting 

 
• Better advice and guidance on key

issues and developments 

PUBLIC ENTITIES 

• Working in an environment that
promotes innovation and
collaborative working 

 
• Ideas turned into action 
 
• Investments made in their future 
 
• Greater depth at senior levels 
 
• More managed opportunities and

richer experiences 
 
• Even more sought after for their

expertise 

OUR STAFF 
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purpose and outcomes

The Auditor-General’s Resources 
 
The office of Auditor-General is a statutory office created by Parliament in the Public Audit Act 2001.  The Auditor-
General is an officer of Parliament, and in that capacity is independent of executive government and answerable to
Parliament.  The Public Audit Act 2001 sets out the Auditor-General’s mandate.   
 
The Auditor-General employs staff and engages private sector auditing firms to carry out his functions in relation to
public entities.  Staff are organised into the Office of the Auditor-General and Audit New Zealand. The current
Auditor-General has recently introduced an audit resourcing model which replaces the previous contestable model
for annual audit service delivery.  The audit resourcing model allows the Auditor-General to choose the auditors to
carry out annual audits.  The introduction of this new way of working has created opportunities for greater
collaboration.  The Auditor-General wishes to harness the best people, skills, and resources to assist him achieve
his outcomes. 
 
The resources of the Auditor-General can be represented as follows: 
 

The Office of the Auditor-General
undertakes: 

• Strategic audit planning 
• Policy development and standard

setting  
• Appointing auditors and overseeing

their performance 
• Carrying out performance audits 
• Parliamentary reporting and advice 
• Inquiries and other special studies 

Audit New Zealand undertakes audits 
allocated to it under the audit resourcing 
model. 
 
Audit New Zealand is the largest ASP 
and also provides assurance services 
within the Auditor-General’s mandate to 
public entities on a contestable basis.  
 

Audit Service Providers are private 
sector accounting firms which carry out 
annual audits allocated to them under the 
resource allocation model. 
 
ASP’s also compete with Audit New 
Zealand for wider assurance services. 

The Controller and Auditor-General – Five-year Strategic Plan 2004-09        9 
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Our Purpose 
 
The Auditor-General exists as a constitutional safeguard to maintain the financial integrity of New
Zealand’s parliamentary system of government. 
 
In New Zealand’s system of government, Parliament is supreme – all authority for governmental activity
ultimately stems from Parliament. Public sector organisations are therefore accountable to Parliament for
their use of the public resources and powers that it has conferred on t
 
Parliament also seeks independent assurance that public sector organ
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e key concerns are a reflection of the mandate given to us in the Public Audit Act 2001 and, therefore,
ntral to the way in which all our auditors undertake any work. The first four concerns listed below
from section 16 of the Act, which states that the Auditor-General may examine such matters at
e through a performance audit.  The fifth, our concern for accountability, is derived from section 15,
requires the Auditor-General to audit every public entity’s financial statements, accounts, and other
ation that a public entity is required to have audited.  

erformance: Have public entities undertaken activities in accordance with Parliament’s intentions, and in an
ficient manner?  

uthority: Have activities, resourcing and accountability requirements been undertaken within the author
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asted. 
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Desired Situation 
  
Where Parliament and the public know whether public entities (including central and local government
entities, and others such as schools) are – 
 
• carrying out their activities effectively, efficiently, and appropriately; 
• using public funds wisely; and 
• reporting their performance accurately –  
 
and know that, if this is not the case, we will tell them.  In addition, entities should do this with a focus on
continual improvement and innovation.  
 

Impacts 
To help ensure the desired situation is achieved, we aim to have three impacts: 

• Im
• Pu  probity; and 
• Pa

 
Output
Our outp products (including inquiries); and advice and guidance. 
 
Assuranc
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of Pa
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the p vide assurance on particular issues or transactions at the
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strategic context

In this section we outline a high level summary of the key issues in our
environment which we expect to have to deal with over the next five years. 
 
These are in the following areas: 
 
• The accounting and auditing profession 
• Public entities’ legislative and operating environments 
• Information and reporting requirements and methods 
 
In addition, we outline what our stakeholders are telling us we are doing
well, what they would like more of and where they see areas for us to improve.
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Environmental scan - external analysis 
 
KEY ISSUES IN OUR ENVIRONMENT 
 
There is a very wide range of issues in our environment wi h y
into the significant and ongoing changes in: 
• the accounting and auditing profession,  
• public entities’ legislative and operating environments, a
• information and reporting requirements and methods 
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Each of th ed further on the following pages. 
 

WE COULD DO BETTER BY: 
 
� Improved timeliness, especially for

inquiries and performance audits 
� Greater responsiveness, and

innovation 
 

HEY WOULD LIKE MORE: 

� Performance audits (value for money
assurance)  

� Help to navigate through information
& understand and apply legislative
changes 

� Best practice information 

WE ARE
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p
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Our stak

Stakeholder needs 
 
Our key external stakeholders are Parliament, local constituencies and public entities within the
Auditor-General’s mandate. 
 
We have some well-established stakeholder validation and feedback mechanisms, including the
Auditor-General’s meetings with Select Committee Chairpersons, Parliamentary Party Leaders
and public entities; client satisfaction surveys undertaken by Audit New Zealand and other Audit
Service Providers; and the Local Government Advisory Group.  We also recently carried out a pilot
focus group.  In addition, we receive extensive feedback from our ongoing liaison with sectors and
entities. 
 

strategic context
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Stakeholder needs (continued) 
 

WHAT OUR STAKEHOLDERS FEEL WE ARE DOING WELL AT 
 
Preserving our independence and maintaining our credibility 
Our independence is prized by our stakeholders and there is a high degree of
confidence in the work of the Office – reflected by the fact we are looked to incre
for advice and inquiries 

asingly

 
Servicing Parliament’s assurance needs 
Parliamentarians have expressed a high degree of satisfaction with the work of the
Office.  The Auditor-General’s authoritative views are highly valued 
 
Maintaining strong sector relationships 
Our coverage and depth of relationships in our key sectors are acknowledged 
 
The depth in our r
Audit New Zealand
public entities arisin
 
The robustness o
The Office is ack
information 
 
The knowledge an
The expertise and
work produced by t
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Stakeholder needs (continued) 
 

OUR STAKEHOLDERS THINK WE COULD DO BETTER BY
 
Improved timeliness, especially for inquiries and perform
Our stakeholders are looking for greater speed in how we de
inquiries and performance audits 
 
Greater responsiveness, and innovation 
Our stakeholders want us to respond more quickly to c
reporting and information, with relevant, timely and innovative
 

OUR STAKEHOLDERS WOULD LIKE MORE: 
 
Performance audits (value for money assurance)  
Parliamentarians have expressed a desire for us to do more in the area of performance
audits (value for money)  
 
Help to navigate through information & understand and apply legislative changes 
With the complexity of information and reporting requirements increasing, our
stakeholders are looking for more help in navigating their way.  Historically, we have
tended to be reactive in this area 
 
Best practice information  
Our stakeholders are looking for us to leverage off our strong sector knowledge and
expertise to provide best practice information, where appropriate 
 

ª 
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In the previous section we outlined the key issues in our environment and the
key expectations of our stakeholders. 
 
In the next section, we discuss how the Office is currently positioned to
deal with these by looking at our Strengths, Weaknesses, Opportunities and
Threats, and considering these alongside the internal objectives the Office has
for its capability. 
 
We then summarise the key issues in our environment, our stakeholder needs

and our current capability to respond to what we see as the key strategic
issues which will impact on us over the next five years. 

 

strategic context
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annual audits  

• Enhanced integrated Strategic Audit Planning involving all Audit
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Our current ability to respond (continued) 

In addition to the changes in our environment and our stakeholder needs, the Office itself desires to: 
 
• Use the best people (internally and externally) 
• Work collaboratively (OAG – Audit NZ – ASPs) 
• Gain sector consistency  
• Invest in our future 
• Build depth 
• Maintain ongoing efficiency 
• Continue delivering to Parliament, local constituencies and public entities 
• Manage through all the changes 
• Become more innovative 
• Restore and build capability 
• Grow and develop our people 
 
Already we have made some progress, e.g. the changes in the way we choose the auditors who carry out
annual audits  - moving from a pure market model to a planned approach (the audit resourcing model) -
will enable us to do the first three bullet points better.  But it only goes part of the way, and we need to
make further changes and investments. 
 
The SWOT analysis on the previous page is also telling us that the Office is under stress and we have
some significant challenges to deal with.  The indicators of this are: 
 
• We are struggling to maintain our capability and market competitiveness (i.e. we have depleted

capability in research and development; we have reduced the amount available to purchase expert
advice on performance audits; we have deferred key appointments; and we have difficulties
matching what other public sector employers can offer by way of employment
benefits/remuneration) 

• We are continually having to apply senior resources to deal with unplanned work, i.e. inquiries 
• We have limited ability to invest in product development 
• We have insufficient depth in our senior staff 
• Our timeliness is variable, especially for inquiries and performance audits, and 
• Our ability to invest in the capability development of our staff is limited. 

AUDIT OFFICE’S OWN 
CAPABILITY OBJECTIVES 

• Use the best people (internally and
externally) 

• Work collaboratively (OAG – Audit NZ
– ASPs) 

• Gain sector consistency  
• Invest in our future 
• Build depth 
• Maintain ongoing efficiency 
• Continue delivering to Parliament, local

constituencies and public entities 
• Manage through all the changes 
• Become more innovative 
• Restore and build capability 
• Grow and develop our people 
. 
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Key strategic issues we need to deal with 
 
We have summarised the key strategic issues the Office needs to deal with - arising from our
environmental scanning, our assessment of stakeholder needs and our consideration of the
Office’s current ability to respond - as: 
 

Key strategic issues 

• The significant and ongoing changes in the profession, in public entities’ legislative and
operating environments, and in information and reporting requirements and methods 

 
• The current desire for more of what we do  
 
• The improved timeliness sought by our stakeholders, especially for inquiries and

performance audits 
 
• Our stakeholders’ desire for us to show greater responsiveness and innovation 
 
• The increasing scrutiny of the New Zealand public sector 
 
• The opportunities created by the change in the way we choose the auditors who carry

out annual audits, and 
 
• Our desire to use the best people (internally and externally) 
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The Controller and Auditor-General – Five-year Strategic Plan 2004-09        21 

As outlined in the previous section, on the basis of our current capability the
Office will struggle to respond to the challenges in our environment and to
meet the expectations of our stakeholders over the next five years. 
 
In the next section, we outline our strategy to position the Office to
properly respond.   
 
This includes our overarching strategy to become “product leaders”, and
identifies the strategic areas we need to focus on over the next five years. 

 

strategic responses



 strategic responses

Our strategy of “product leadership” 
 
In formulating our response to the key issues, we stood back and reflected on the strategy needed
for the Office to more positively and effectively respond to our environment and stakeholder needs.
 
We decided on a strategy of “product leadership” – where the Office will strive to make more of a
difference through the continual re-shaping of our products/services and the ways we deliver them
to meet the changing environment and the needs of its stakeholders. 
 
The characteristics of “product leaders” are: 
• Innovation 
• Speed 
• Respon
• Building
• Flexibilit
• Access 
 
These char
strategic iss
 
This strateg
maintaining
strategic a
independen
 
 
 

The Controller and 2 
Product leadership = making more of a difference

siveness 
 on current key advantages/points of difference 
y, and  
to the best people 

acteristics are consistent with what the Office needs to do to respond to the key
ues. 

y of product leadership relies on the Office still being very good operationally and
 strong relationships with our key stakeholders.  But it focuses us on enhancing our key
dvantage – the design and delivery of responsive, high quality, innovative, and
t assurance services. 
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Page 7 furthe ere we w t to be in
the future. 

In the future
 

• be a independe
assu

• cons
• be th
• do a
• facil
• be s

Our vision 
 
Emerging from our strategy of “product leadership”, we have developed a five-year vision: 
 
To set the benchmark n and delivery of independent assurance services by 

• shaping our serv ticipate and respond to Parliament and other stakeholders’ needs
and our changin ent 

• building our cap reate and deliver our services 
• fostering relatio  ways of working to support our strategy of product leadership,

and 
• acting independently in everything we do. 

 
 
 
 

To set the benchmark for design 
and delivery of independent 

assurance services  

vision five-year 
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r describes the changes between where we are today and wh

, we aim to: 

cknowledged as the innovators in designing public sector, 
rance services and high quality deliverers of such services 
tantly challenge and enhance the way we work 
e place where people want to work 

s we want others to do/practise what we preach 
itate real change and improvement, and 
een as an essential part of the public system 
 for desig
ices to an
g environm
ability to c
nships and
an
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3 

2 

1 

ion of our organisation

our Strategic Audit Planning process and deployment of our 
rance interventions around issues/risks 

4 

breadth and depth of our current assurance products and

Ongoing research and development and product development, and 
innovation 

Strategic areas of focus 
 
In order to become “product leaders” and more positively and effectively respond to the key
strategic issues, we need to focus on the following four strategic areas: 
 

strategic responses
 Auditor-General – Five-ye
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Enhancement of 
full range of assu
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Strategic areas of focus (continued) 
 
Ongoing research and development and product development, and innovation 
We need the capability to carry out ongoing research and development, and product development.  We need to
be innovative.  In the last decade we have had an over-reliance on Audit Service Providers (ASPs) to develop
assurance approaches.  This development did not occur to the extent needed – primarily due to the limitations of
sector coverage for many ASPs, and lean pricing of audits through a decade of contestability amongst ASPs.
We need to lead our own product development.  This means getting on top of the current backlog (e.g.
assurance responses to legislative changes and performance reporting) and thinking out to the future about
where and how we want to shape our assurance products and services. 
 
Changes to the breadth and depth of our current assurance product and services 
We believe most of what we do now is the right work.  However, within that broad product/services mix, we
believe
Specific
 
Enhanc
interve
We alre
internat
sharing
somew
how we
had a p
public s
2004, o
plan to 
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• devel
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Contin
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system
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The Contro
 the breadth and depth of our assurance products and services needs to change over the next five years.
 changes are highlighted on pages 26 to 31. 

ement of our Strategic Audit Planning process and deployment of our full range of assurance
ntions around issues/risks 
ady have a well-developed strategic audit planning process, which is recognised as among the best
ionally.  However, there are opportunities for greater involvement, communication and knowledge
 between people working in and for the Office.  In addition, our assurance responses to date have been
hat linear – that is, dealing with single issues with single responses.  Moving forward, we will enhance
 deploy the full range of our assurance interventions around key issues/risks.  As an example, we have
erformance audit planned for several years on the funding of Non-Government Organisations (NGOs) by
ector entities but we have been unable to commence this work due to insufficient resources.  In 2003-
ur focus was diverted to the Awatere-Huata inquiry.  Under our new scenario, the way in which we would
approach the NGO funding issue is to leverage off the work already done in our inquiry by:  
rtaking a performance audit to clearly flesh out the full range of issues 
oping best practice guidance on funding of NGOs 
rtaking specific work on funding of NGOs in annual audits, and 
ng wider assurance to entities on their NGO funding activities where appropriate. 

ual adaptation of our organisation 
s to the way we choose auditors who do the annual audits opens the way for many of our processes and

s to be simplified across the Office.  We are committed to “practising what we preach”, and maintaining
nal excellence.  We will position our support capabilities for this future strategy, not the past or present
. 
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Specific changes to our assurance products/services mix 
 
We have concluded that we will continue to deliver largely the same range of assurance products/services
over the next five years, however the volume in some areas is expected to increase significantly and the
distribution of our efforts may need to change. 
 
SUMMARY OF PROPOSED CHANGES 
 

Proposed changesAssurance products/services 

Maintain @ same levels  

Maintain @ same levels  

Target effort 

Target effort 

Maintain @ same levels  Wide

Inter ment 

Con

Wor

Target effort Advi

Advi

Acknowledge as core – resource and manage appropriately Inqu

Do more and better Perf

Enhance Annual Audits 

Each of ed in detail on the following pages. 
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KEY CHANGES TO ANNUAL AUDITS 

Specific changes to our assu ) 
 
Annual Audits 
Annual audits will change over the next

• firstly, we need to undertake sig porting  
• secondly, we need to enhanc ste, probity,

governance and accountability
• thirdly, we need to ensure that esponsive to

the significant changes that are h ternationally 
 
Each of these is discussed further below
 
The need to undertake significantly m
We need to do more audit work in a ran
over: 

• Local authorities’ Long-Term Cou
• Managing for outcomes initiatives
• Sustainable development reportin
• More information generally fro

stewardship 
 
Enhancements needed to the level 
accountability 
We need to enhance the level of audi
public entities face and where it is ex
around issues of: 

• Waste 
• Probity 
• Governance and accountability 

 
 
 
 

strategic respon
rance products/services mix (continued

 five years in several ways: 
nificantly more work in the area of non-financial re
e the level of work done in the areas of wa
, and 
our auditing practices remain leading-edge and r
appening in the accounting and auditing profession in

. 

ses
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• Significantly more work in the
area of non-financial reporting 

 
• Enhancements to the level of

work done in the areas of waste,
probity, governance and
accountability 

 
• Ongoing need to ensure our

auditing practices remain
leading-edge and responsive 

ore work in the area of non-financial reporting 
ge of areas relating to non-financial reporting, including assurance

ncil Community Plans under the Local Government Act 2002 
 in government departments and Crown Entities 
g 

m public entities on outcomes, capability, risk, ownership and

of work done in the areas of waste, probity, governance and

t work in key areas of our audits that are unique to the risks that
pected that the Audit Office will have coverage. These areas are
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Specific changes to our assurance products/services mix (continued) 
 
Annual Audits (continued) 
 
The need to ensure our auditing practices remain leading-edge and responsive 
There are significant changes happening in the accounting and auditing profession internationally that will
have a direct impact on New Zealand and on our public sector.  These changes primarily flow from the
major corporate collapses in the US and Italy and, closer to home, Australia.  The changes include: 
 

• The refocused attention and efforts that the major accounting firms are making on 
- Independence 
- Quality 
- Risk management 
- Core accounting and auditing technical skills 
- Client acceptance and continuance procedures 

• Th
on

• Th
ke

• Th
dir

 
There ar
already 
audits. 
 
Putting a
annual a
products
entities, 
that will a
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- Auditing practices and techniques, and 
- Policies and procedures generally 

e legislative and regulatory responses that a number of countries have made that directly impact
 the accounting and auditing profession, particularly relating to independence 
e heightened awareness that governing bodies have on their duties and responsibilities and the
y role that independent audit assurance has in supporting them in the execution of their duties 
e major changes that the profession and regulators are making internationally which again flow
ectly to New Zealand and our public sector: 

- the adoption of International Financial Reporting Standards (IFRS) 
- the likely adoption of International Standards on Auditing (ISAs) 

e indications in the New Zealand private sector audit environment that these changes have
led to fee increases in the vicinity of 15% in order to meet the increased costs of undertaking

ll of these changes together in our own annual audit context, we believe that the size of our
udits will increase over the next three to five years.  This enhancement of our annual audit
 will need to be carefully managed over this time and we will have close dialogue with public
sector groups and other stakeholders as to how we intend to handle the inevitable cost increases
rise. 
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Maintain @ same levels  Controller Function

Specific changes to our assurance products/s rvices mix (continued) 
 
Controller Function 
The overall level of work in the Controller function will rem n largely the same, although we note the
Public Finance (State Sector Management) Bill, if enac
Controller activities in the future. 
 
 
Advice to Parliament 
The feedback that we regularly seek from select committee 
Parliament in Estimates Reviews, Financial Reviews and Se
legislation indicates that the current level and quality
Accordingly, we do not envisage any change to this area 
Select Committees can be a substantial call on our resou
inquiry into Scampi Fishing is a recent example of this assista
 
 
Inquiries 
The Office has received and responded to a range of significa
have dealt with by re-prioritising planned work in the are
development/product development work that we would have
to the non-financial reporting dimension of our annual audits.
well positioned to undertake inquiry work, primarily beca
of the existing infrastructure and professional practices in rela
auditing analysis, natural justice, and reporting.  However, in
the Office, particularly on our senior people, and we wish 
resourcing and managing these inquiries in the future.  This w
of this strategy and complete inquiries on a more timely basis
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Acknowledge as core - 
resource and manage 
appropriately 

Inquiries 

Maintain @ same levels  Advice to 
Parliament 

ted, will change the mix of our work in

chairs in relation to the advice we provide to
lect Committee Inquiries and advice on some
 of service is at an appropriate level.
of our work, though note that assistance to
rces – the Primary Production Committee’s
nce. 

nt inquiries over the last five years, which we
a of performance audits and research and
 otherwise undertaken, particularly in relation
  We have formed the view that the Office is
use of our independence but also because
tion to gathering of evidence, accounting and
quiries have placed a significant demand on
to place greater emphasis on appropriately
ill enable us to focus on the other key areas

 where possible. 
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Maintain @ same
levels  

Wider Assurance Work

Target effort  Working with the 
Profession 

Target effort  Advice and Liaison 

Specific changes to our assurance products/services mix (continued) 
 
 
Advice and Liaison 
Advice and liaison with central agencies, public entities and other sector groups is an integral part of the
Office’s involvement and presence in the public sector.  We see our level of involvement in this area
remaining largely at similar levels as the current state, however we will need to ensure that our
involvement continues to be targeted at areas where our Office has core competencies – that is in
areas of governance, accountability and reporting.  Recent examples of this type of work were in Local
Government legislation and the planned amendments to the Public Finance Act and Crown Entities
legislation. 
 
 
Working with the Profession 
The Office plays an important role in representing public sector interests in working with the accounting
and auditing profession, both in New Zealand and internationally.  Again, we see our level of involvement
remaining at similar levels to our current state.  However, with the increasing demands that will arise out of
international harmonisation of accounting and auditing standards, there will be a particular need to target
our efforts into areas where we will achieve the most influence and best outcomes for the New
Zealand public sector. 
 
 
Wider Assurance Work 
Wider assurance work is the audit work undertaken by Audit New Zealand in response to particular needs
of public entities (and accordingly is paid for by them).  As an example of this type of work, Audit New
Zealand is often asked to provide independent assurance over tender processes for large or sensitive
projects in the public sector.  This wider assurance work forms an important part of the overall level
of assurance being provided by the Auditor-General in the public sector and we envisage that the level
of work will remain broadly in proportion to its current levels over the next five years.  Enhancements in
this dimension of our work will be to ensure that the work undertaken is contributing to our overall strategy
and also providing opportunities for the Office to innovate.   

strategic responses
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Target effort  International Liaison & 
Involvement 

Do more and 
better 

Performance Audits 

Specific changes to our assurance products/services mix (continued) 
 
Performance Audits 
Performance audits are significant audits covering value-for-money or issues of effectiveness and
efficiency.  Our Office has a relatively lean mix of performance audits in proportion to our overall mix of
work (currently 7%) compared to our comparable international counterparts (where performance audits
comprise up to 40% of their work).   
 
Parliamentarians are asking the Office to do more performance audits in order to provide greater
breadth and depth of assurance in areas of value-for-money, effectiveness and efficiency.  Increasing the
number of performance audits - and our capability to deliver more performance audits - will also provide a
more sustainable critical mass of audit professionals in this aspect of the Office’s outputs.  We wish to
increase the number of reports from 10 to 21 over the next two years in order to start addressing the
many issues we identify in our strategic audit planning process.  These issues are clearly mapped out in
our annual plan.   
 
In addition, we wish to improve our timeliness in the completion of performance audits. 
 
 
International Liaison and Involvement 
The Office has had strong involvement with our international counterparts and various working groups that
have been established.  In particular, we make a significant contribution to the training and
development of our South Pacific counterparts. We also make significant contributions to Asian
countries, actively work together with our Australian counterparts at state and federal level and are active
members of the INTOSAI working group on environmental auditing. Given the amount of time involved, we
will continue to target our efforts to maximise the benefits to the work of the Office as a whole. 
 
 
 

strategic responses
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In the previous section we outlined our four strategic areas of focus: 
 

• Ongoing research and development and product development, and
innovation 
• Changes to the breadth and depth of our current assurance products and
services 
• Enhancement of our Strategic Audit Planning process and deployment of our
full range of assurance interventions around issues/risks 
• Continual adaptation of our organisation 

 
In the next section, we outline our strategic actions to address these four
strategic focus areas over the next five years. 

 

strategic responses
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Strategic Actions 

We will ensure we have access to the ca w esearch and development and product 
development.  This will include: 

- seeking adequate funding for 
- reaching agreement with Aud n olve them in ways that are commercially

realistic  
 

We will build the infrastructure to suppo m duct development, specifically we will: 
- implement a “project” approa d monitor research and development and 

product development 
- develop strategies, processes tion and for managing our knowledge 
- make sure our business proce t
- develop clear accountabilities oduct development, and 
- measure how innovative we a

 

We will ether (internally and ext ation and knowledge/resource sharing 

Strategic Focus Area 

1 Ongoing research an pment, and innovation

Strategic Actions 
 
Our response to these strategic areas of focus is as follows: 
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Changes to the breadth and depth of our c  products and services 

Strategic Actions (continued) 
 

Strategic Focus Area 

2 

We ess. Sp  
ject” ap re rce, manage and monitor 
its

Strategic Actions 

Performance Audits 
 

We w r capab  fo erformance audits.  This will 
inclu

- l parlia r ditional resources and the capacity 
st resou rt r account of flow-on impacts on the 

- p our te ce  performance auditing 

Annual Audits 
 

We thodol  at ast equivalent to leading audit 
meth able 

We ility of o ro ers to deliver enhanced annual 
audi a of perf  a  issues of waste, probity, 
gove lity.  Spe

- th of ou
- ll Audit S n r audit requirements 
- hare re e ween Audit Service Providers, and 
- lity of th te e of our people 
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approach refer page 38strategic responses

Strategic Actions (continued) 
 

Changes to the breadth and depth of our current assurance products and services 

Strategic Focus Area 

2 ctd 

We will improve our timeliness. Specifically, we will: 
- implement a “project” approach to how we resource, manage and monitor inquiries

Strategic Actions 

We will seek to increase our capability and capacity for inquiries.  This will include: 
- seeking additional parliamentary funding for more resources and the capacity to 

buy-in specialist resources (and taking further account of flow-on impacts on the 
Office) 

 

Inquiries 
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Strategic Actions (continued) 
 

Enhancement of our S g process and deployment of our full range of 
assurance intervention  

Strategic Focus Area 

3 

Strategic Actions 

We will maximise our efforts, specifica
- implement a “project” appr rce, manage and monitor the Strategic Audit Planning

process 
- co-ordinate our stakeholder 
- facilitate greater involvemen  with, Audit Service Providers and internal business units

in the process 
- look for opportunities to simp s 

 

We will work together (internally and e  support delivery of integrated assurance responses  
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Strategic Actions (continued) 
 

Continual adaptation of our organisation

Strategic Focus Area 

4 

We will attract, develop and igh performing staff.  Specifically, we will: 
- implement an Offic talent management approach, including targeted retention strategies 
- develop and imple technical capability development plan 
- increase our resou  capability in areas where additional funding is received 
- invest in the devel of professional leadership capabilities, and 
- continue to implem  EEO and Effectiveness for Maori strategies 

We will establish clear governance of, and leadership for, our strategy 

We will position ourselves for the future.  Specifically, we will: 
- constantly look for ways to streamline efforts across the Office 
- fully consider the flow-on impacts of our strategy (i.e. how we best manage and accommodate increased

resources and flexible involvement), and  
- maintain our efficiency (including continually benchmarking how efficient we are) 

Strategic Actions 

We will work together (internally and externally) in ways which reinforce the Office’s values and encourage innovation
and collaborative working 
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Our proposed “project” approach 
 
Throughout this Strategic Plan, we have made reference to the need to improve our project management
and take a “project” approach to getting things done, including: 
 

• improving the timeliness of our inquiries 
• being more efficient in conducting performance audits 
• undertaking R&D/product development, and 
• implementing other major initiatives under this Strategic Plan, like the development of our

knowledge management strategy. 
 
We already have well-developed project management for many aspects of our work, particularly our
annual audits.  Our “project” approach looks to extend good project management across all aspects of our
work.  We need to do this because we: 
 

• want to maintain our efficiency and ensure we deliver value for money in all of the work we do 
• want to be realistic in resourcing of tasks and ensure they get done on time, are clearly scoped and

 
In pr
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executed efficiently 
• are moving to work on a more collaborative basis – harnessing the resources of all our Audit

Service Providers and using external expertise. 

actice, the “project” approach will mean: 

• taking a project management approach to all professional and corporate work over a set level of
resource hours 

• providing sound training, technical guidance and professional project management support for this
work, i.e. the tools to run a good project 

• enhanced tracking of resource allocation and utilisation 
• improved governance and accountability of work from: 

- clearer project scoping 
- project management disciplines, and 
- more sophisticated management information. 
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In the previous section we outlined the key actions we are going to take to
address our strategic areas of focus.  We believe these actions will enable the
Office to adequately respond to the issues in our environment and our
stakeholder needs. 
 
Inevitably, however, there is a range of risks we need to manage to ensure the
successful implementation of our strategy over the next five years.  In addition, we
need to be able to demonstrate to our stakeholders the success of our strategy. 
 
In the next section, we outline our strategic risks and how we will manage them
over the next five years, together with the ways we will go about measuring our
success in the implementation of this strategy. 

 

strategic responses
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Strategic risks 
 
We see the following as strategic risks to the successful implementa ur s   We ted a risk
assessment based on likelihood and impact, and we ha ified ies to e ea isk.  
 
 Risk Risk ent

Serious Audit Failure 
This is the risk that the Office issues an incorrect audit opinion 
material impact, or a report that is significantly wrong in nature or proce

Not meeti pectations 
If we are no ders’ expectations, it makes ou
harder and ieve our desired outcomes 

 

ME HIGH

Not maint d reputation 
Any damag tation of the Office would serio
impair our e

ME HIGH
 

Not maint e 
The key poi  is our independence – it is 
fundamenta herished 

LOW 
 

Failure to t our five-year Strategic Plan 
The strateg nt will place significant demands on
our people, n its implementation over the next
five years 

MEDIUM 
 

• Active talent management programmes 
• Plans th at senior levels and provide job enrichment opportunities 
• Movin e of collaboration and cooperation 
• Prese ry good reputation that the Office enjoys as an employer and

deve gers in the public sector

MEDIUM - HIGH
 

Not maint  capability 
The office’s d retain suitably qualified staff, and
maintain its ment may be placed at risk by our
inability to m  an employer compared with public
sector organ

• Seeking appropriate resources and funding to fully implement this strategy 
• Strong governance and accountability 
• Project management disciplines 
• Other strategic actions as outlined in this document 

• Professional standards and policies that are at least the equal of our professional
counterparts 

• Quality Assurance regimes 
• Integrity, independence and objectivity of our people 

Quali ity of our people 
Main  independence 
Peer ntiation and quality assurance regimes 
Resp ight issues with the best audit interventions 

Robu  feedback mechanisms 
An ef ic audit planning process 
Deplo ight audit interventions 
Our s uct leadership 

Profe ards and policies that are at least the equivalent of our
profe rparts 
High lanning and methodologies 
Peer bstantiation practices 
Quali egimes 
Quali  of our people  
Profe nity insurance 

sk M egies

strategic responses
ontroller and Auditor-General –

ng our stakeholders’ ex
t seen to meet our stakehol
undermines our ability to ach

aining our credibility an
e to the credibility and repu
ffectiveness 

aining our independenc
nt of difference for our Office
l to all we do and must be c

successfully implemen
y as outlined in this docume
 capability and resources i

aining and building our
 ongoing ability to attract an
 investment in their develop
aintain competitiveness as
isations 
ve ident

with
ss. 

r job

usly
tion of o
strateg

Assessm

LOW
 

DIUM - 
 

DIUM - 
trategy.
 mitigat

• 
• 
• 
• 

• 
• 
• 
• 

• 

• 
• 
• 
• 
• 

Ri
 

 to build dep
g to a cultur
rving the ve

loper of mana
 have comple
ch strategic r

ty and capabil
tenance of our
review, substa
onding to the r

st stakeholder
fective strateg
yment of the r
trategy of prod

ssional stand
ssional counte
quality audit p
review and su
ty Assurance r
ty and training
ssional indem

itigation Strat



strategic responses

Measuring our success 
 
We will measure and report in three key areas: 
 
• The impacts that our work has and how we make a difference to the public sector 
 
• The outputs we produce 
 
• The success of this Strategic Plan 
 
The measures for our impacts and outputs are set out in the current Annual Plan for 2003/04 (pages 28 –
31, and 74 – 83).   These, together with measures of the success of this Strategic Plan, will be developed
further in the Annual Plan for 2004/05 based on the outcome of our funding proposal. 
 
To demonstrate the success of this Strategic Plan, the Office has developed the following measurement
framework: 
 
 
 
 MEASUREMENT FRAMEWORK 

For measuring the success of our Strategic Plan 

Measurement 
Dimension 

 

• Quantity 
• Cost 
• Timeliness 
• Quality 

• People (development,
retention, utilisation) 

• Culture 
• Processes/Systems 

• Our Impacts 
 

(Assessment against each 
area of impact) 

• Our Strategic Risks 
 

(Assessment against each 
Strategic Risk) 

Measurement 
Categories 

Risk 
Measures the extent to 
which the Office managed 
the risks associated with the 
strategic intervention 

Capability 
Measures the extent to 
which the Office 
maintained/built capability f
the future 

or 

Performance 
Measures the extent to 
which the Office used the 
funding efficiently and for the 
purposes it was provided 

Impact 
Measures the extent to which the 
investment resulted in 
improvements on our impacts 
(intermediate outcomes) 
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Measuring our success (continued) 
 
Our measurement framework is structured as follows: 
 
Measurement Dimensions 
 
Each Strategic Focus Area is assessed against four measurement dimensions: 
 
• Impact 
• Performance 
• Capability, and 
• Risk 
 
Where: 
 
Impact measures the extent to which the investment resulted in improvements on our impacts 
 
Pe
wa
 
Ca
 
Ri
 
Me
 
Wi
 

I

T
 

E
i
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rformance measures the extent to which the Office used the funding efficiently and for the purposes it
s provided. 

pability measures the extent to which the Office maintained/built capability for the future, and 

sk measures the extent to which the Office managed the risks associated with the strategic intervention.

asurement Categories 

thin each measurement dimension, measurement categories have been used to assess our success: 

mpact  

he Office aims to have three impacts (see page 11): 

- Improved public entity operations 
- Public entities that act legally, ethically and with probity 
- Parliamentary control of expenditure 

 
ach Strategic Focus Area is assessed as to the contribution it makes towards the Office’s achievement of

ts impacts (intermediate outcomes).
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Measuring our success (continued) 
 

Risk 

On page 40, we outlined our Strategic Risks.  These are: 
- Serious audit failure 
- Not meeting our stakeholders’ expectations 
- Not maintaining our credibility and reputation 
- Not maintaining our independence 
- Failure to successfully implement our five-year Strategic Plan 
- Not maintaining and building our capability 

Each Strategic Focus Area is assessed relative to each of these strategic risks.  

Capability 

How the Office maintained/built capability for the future is assessed in the following areas: 
- People (considering staff development, retention and utilisation indicators) 
- Culture (considering changes to the ways in which people work together), and 
- Processes/Systems (considering the implementation of governance and in structure) 

Performance 

The Office’s performance in using the funding efficiently and for the purposes it was provided is assessed
against categories of: 

- Quantity 
- Cost 
- Timeliness, and 
- Quality  

After assessing each Strategic Focus Area using the above methodology, we have n developed Success
Indicators and Targets. 

SUCCESS INDICATOR 

What are our/others’ expectations on how well we will ieve each success indicator? 

If we have successfully implemented the Strategic Foc Area, what will we see? 

TARGET 
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Key Strategic Plan Measures – External Reporting 
 
Using the above methodology, we have developed a preliminary suite of measures for internal and
external reporting purposes. 
 
The following lists what we see as the key measures of success relating to the implementation of our
Strategic Plan for external reporting purposes.  These will be further developed in our 2004/05 Annual
Plan, once the outcome of our funding proposal is known. 
 

Strategic Focus Area Key Measures - External Reporting 

Ongoing Research & 
Development and 
Product Development, 
and Innovation 
 

• Cost 
• Hours 
• Actual R & D and Product Development completed 
• Stakeholder assessment of relevance/responsiveness of Product 

 Development/R & D 
• Internal staff assessment of whether environment supports 

 innovation and collaborative working 
 

Changes to the breadth 
and depth of our current 
assurance products and 
services 
- Annual Audits 

• Ratio of non-financial to financial work performed as part of 
 annual audits 

• Technical competence maintained 
• International peer review 
 

• Actual number of performance audits 
 completed within budget 

• Actual costs within budget 
• Hours within target time 
• Agreed efficiency/productivity levels 

 achieved 
• Agreed satisfaction level achieved from 

 sample stakeholder assessment 
• Agreed level of entity uptake of 

 recommendations achieved 

• Agreed ratio achieved 
• Agreed competence level achieved 
• International peer review completed within 

 agreed timeframe 

• Actual cost within budget 
• Hours within budget 
• Plans substantially achieved (i.e. 90%) 
• Agreed satisfaction level achieved from 

 sample stakeholder assessment 
• Agreed satisfaction level achieved from 

 staff assessment 

Draft Targets 

• Number of performance audits completed 
• Cost (including amount spent on expert advice) 
• Improved timeliness 
• Efficiency/productivity gains 
• Parliament assessment of increased value from more 

 performance audits 
• Impact of performance audits on entity operations and 

 performance 
 

Changes to the breadth 
and depth of our current 
assurance products and 
services 
- Performance Audits 
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Changes to the breadth 
and depth of our current 
assurance products and 
services 
- Inquiries 

• Cost 
• Number of inquiries completed 
• Improved timeliness 
 

Key Strategic Plan Measures – External Reporting (continued) 
 
 

Enhancement of our 
Strategic Audit Planning 
process and deployment 
of our full range of 
assurance interventions 
around issues/risks 

• Pilot Implementation completed 2004/05 
• Full Implementation completed 2005/06 
• Impact of more integrated assurance responses to issues 
 
 

Continual adaptation of 
our organisation 
 

• Implementation Plan achieved, (e.g. Project Office, Governance,   
Infrastructure etc) 

• International peer efficiency comparators 
• Average staff tenure 
• Staff retention 
• Average hours and $ spent on staff development 
• % of ready successors for key roles 
• EEO initiatives identified and actioned 
• Effectiveness for Maori initiatives identified and actioned 
• Staff satisfaction 
 
 

Other 
 

• No serious audit failures 
• No breaches of our independence 
 

• 100% achieved 
• 100% achieved 
 

• Implementation plan substantially 
achieved  (i.e. 90%) 

• Agreed targets achieved relative to agreed 
international peer efficiency comparators 

• Average staff tenure within target 
• Agreed retention targets achieved 
• Agreed targets for hours and $ spent on 

staff development achieved 
• Agreed % of ready successors for key 

roles achieved 
• EEO initiatives substantially implemented 
• EFM initiatives substantially implemented 
• Agreed satisfaction level achieved from 

staff satisfaction assessment 

• Pilot implementation completed within 
timeframes 

• Full implementation completed within 
timeframes 

• Agreed % reduction over time in 
recurrence of key themes 

• Actual cost within budget 
• Actual number of inquiries completed 
• Average hours elapsed within target time 
 

Draft Targets Key Measures - External Reporting Strategic Focus Area 
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