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Key messages 
We have completed the audit for the year ended 30 June 2020. This report sets out our findings from 
the audit and draws attention to areas where the Electoral Commission (the Commission) is doing 
well and where we have made recommendations for improvement. 

Audit opinion 

We issued an unmodified audit opinion dated 17 December 2020. 

Without modifying our audit opinion, we have included an emphasis of matter paragraph to draw 
attention to the disclosures in the financial statements relating to the impact of the COVID-19 
pandemic on the Commission. 

Audit findings 

We did not identify any significant issues to bring to your attention. 

The COVID-19 pandemic had a significant impact on New Zealand and the Commission in various 
ways, and therefore the potential impact of this was considered as part of the audit. 

We found that, while the pandemic had a significant impact on the Commission’s operations in the 
lead up to the General Election held after financial year end, there was a limited impact on the 
information included in the annual report. 

We also assessed that the disclosures made in the annual report were appropriate. Due to the 
significance of COVID-19, we have included an emphasis of matter paragraph to draw the reader’s 
attention to this disclosure which is consistent across all public entities. 

Thank you 

We would like to thank the Board, management and staff for their assistance throughout this audit. 
We appreciate the manner in which you have worked with us during a very busy and unusual year. 

 

Andrew Clark 
Appointed Auditor 
30 April 2021 
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1 Our audit report 

1.1 We issued an unmodified audit report 

We issued an unmodified audit report on 17 December 2020. This means we 
were satisfied that the financial statements and statement of service 
performance present fairly the Commissions activity for the year and its 
financial position at the end of the year.  

Emphasis of matter in relation to the impact of the COVID-19 pandemic 

This emphasis of matter paragraph pertaining to the uncertainties around the impact of the 
COVID-19 pandemic on the Commission does not impact the audit opinion and is included 
in the auditor’s report to refer the reader to a matter appropriately presented or disclosed 
in the financial statements that, in the our judgement, is of such importance that it is 
fundamental to readers’ understanding of the financial statements. 

In forming our audit opinion, we considered the following matters. 

1.2 Uncorrected misstatements 

The financial statements are free from material misstatements, including omissions. During 
the audit, we have discussed with management any misstatements that we found, other 
than those which were clearly trivial. There were no significant misstatements identified 
during the audit that required correcting. 

1.3 Quality and timeliness of information provided for audit 

Management needs to provide information for audit relating to the annual 
report of the Commission. This includes the draft annual report with 
supporting working papers. We provided a listing of information we required 
to management on 16 July 2019. 

Information we required was provided in a timely manner and was of a good quality. 
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2 Matters raised in the Audit Plan 
In our Audit Plan of 6 May 2020, we identified the following matters as the 
main audit risks and issues: 

 

Audit risk/issue Outcome 

Impact of COVID-19 

On 11 March 2020 the World Health 
Organisation declared the outbreak of 
coronavirus (COVID-19) a pandemic. The 
New Zealand Government has taken 
steps to deal with the spread of 
COVID-19 which has included significant 
restrictions on the movement and 
interaction of people within New 
Zealand. 

This will have various potentially 
significant effects on individuals, 
communities, the economy, businesses, 
the wider public sector and each public 
sector entity. 

It was important that the Commission 
considered the impact of this event on 
various aspects of its operations and the 
information included in the annual 
report. 

We expected the Commission to 
complete an assessment of the impact 
of COVID-19 on its operations and any 
effect this has on the financial and 
performance information included in 
the annual report, including any 
additional disclosures which may have 
needed to be included. 

We performed the following audit response: 

• Continued discussions with management 
about the impact of COVID-19 on the 
Commission and its control environment. 

• Considered the Commission’s impact 
assessment of COVID-19 on the financial 
statements and performance information 
and consider the effect this has on our 
audit approach. 

• Considered the completeness and accuracy 
of disclosures contained within the annual 
report relating to COVID-19. 

We found that the pandemic has significantly 
impacted the Commission’s planning for the 
General Election held after the financial year end, 
but not on the information included in the annual 
report.  

We assessed that the disclosures made in the 
annual report were appropriate. Due to the 
significance of COVID-19, we have included an 
emphasis of matter paragraph to draw the 
reader’s attention to this disclosure. 

General Election 2020 

There are a number of matters which 
may affect the Commission’s ability to 
effectively deliver the General Election 
in 2020. 

These include delays in obtaining 
external statistical information, 

We considered that the Commission is aware of 
all potential risks and that these risks are 
appropriately monitored.  

Our work included: 

• We continued discussions with the 
Commission, and considered any potential 



 6 

Audit risk/issue Outcome 

confirmation of longer term funding, 
required changes to legislation to 
enable enrolment on election day and 
potentially the inclusion of a number of 
referenda as part of the General 
Election. 

impact on the audit or the annual report. 

• We maintained awareness of any 
significant changes or events that were 
outside the normal course of business, or 
that otherwise appeared unusual, given our 
understanding of the Commission and its 
environment. 

From our work we did not identify any significant 
matters which were not appropriately considered 
and addressed by the Commission. 

Performance reporting in the 2019/20 annual report 

Good performance reporting provides 
stakeholders and the public with 
information that allows them to 
understand the effectiveness of a public 
entity's service delivery. Additionally, it 
provides management and the Board 
with information to monitor 
performance and include in robust 
decision making. 

The Commission is required to report on 
its service performance results against 
the measures in the Statement of Intent 
(SOI) and Statement of Performance 
Expectations (SPE). 

It is also necessary to report any other 
performance information that is 
required to tell a full performance story. 

We reviewed the Commission’s annual report’s 
performance information against: 

• the Statement of Intent (SOI) and 
Statement of Performance Expectations 
(SPE); and 

• the performance measures in the estimates 
of appropriation of Ministry of Justice. 

We are satisfied that all performance measures 
have been reported in the annual report. 

We reviewed the systems, processes and tested 
the validity of information for material measures 
disclosed in the annual report. 

We concluded that the reported information was 
appropriate and fairly stated. The reported 
performance information does represent the 
Commission’s strategic objectives and key 
activities and tells the Commission’s full 
performance story. 

Performance reporting framework for future performance reporting 

The Commission is required to prepare 
an annual SPE, designed to set out the 
performance expectations of the 
Commission at the start of the financial 
year. 

We acknowledge the progress the Commission 
continues to make to its performance reporting, 
and the approach it has begun to take into 
account to illustrate the cyclical nature of its work, 
such as the use of trend information over a 
number of years. 

We continue to recommend that the Commission 
further develop its strategic performance 
reporting framework. The key area where the  
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Audit risk/issue Outcome 

Commission should continue to focus on 
improving is in its higher-level reporting (impact 
measure reporting). 

We recommend that the Commission: 

• be clearer about what the higher-level 
impact measures are, compared to the 
lower-level output measures; and 

• further refine the large amount of useful 
information included in its performance 
framework and reporting, to clearly explain 
how the various aspects link together. 

Management comment 

Noted. The Commission will continue to work on 
its performance reporting framework with these 
recommendations in mind. 

Management override 

Management is in a unique position to 
perpetrate fraud because of 
management’s ability to manipulate 
accounting records and prepare 
fraudulent financial statements by 
overriding controls that otherwise 
appear to be operating effectively. 

Although the level of risk of 
management override of controls will 
vary from entity to entity, the risk is 
nevertheless present in all entities. Due 
to the unpredictable way in which such 
override could occur, it results in a risk 
of material misstatement due to fraud. 

We designed our audit approach to address the 
potential risk of management override of controls, 
including: 

• We reviewed the journals system and 
completed journals testing, including 
year-end journals. 

• We considered any accounting estimates 
for bias. 

• We maintained awareness of any 
significant transactions that were outside 
the normal course of business, or that 
otherwise appear to be unusual given our 
understanding of the Commission and its 
environment, and other information 
obtained during the audit. 

From our work we did not identify any issues that 
indicated management override. 
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3 Assessment of internal control 
The Board, with support from management, is responsible for the effective 
design, implementation, and maintenance of internal controls. Our audit 
considers the internal control relevant to preparing the financial statements 
and the service performance information. 

We review internal controls relevant to the audit to design audit procedures that are 
appropriate in the circumstances. Our findings related to our normal audit work, and may 
not include all weaknesses for internal controls relevant to the audit. 

3.1 Control environment 

The control environment reflects the overall attitudes, awareness and actions of those 
involved in decision-making in the organisation. It encompasses the attitude towards the 
development of accounting and performance estimates and its external reporting 
philosophy, and is the context in which the accounting system and control procedures 
operate. Management, with the oversight of those charged with governance, need to 
establish and maintain a culture of honesty and ethical behaviour through implementation 
of policies, procedures and monitoring controls. This provides the basis to ensure that the 
other components of internal control can be effective. 

We have performed a high level assessment of the control environment, risk management 
process, and monitoring of controls relevant to financial and service performance 
reporting. We considered the overall attitude, awareness, and actions of the Board and 
management to establish and maintain effective management procedures and internal 
controls. 

We have not identified anything of concern. 

We consider that a culture of honesty and ethical behaviour has been created. The 
elements of the control environment provide an appropriate foundation for other 
components of internal control. 

3.2 Internal controls 

Internal controls are the policies and processes that are designed to provide reasonable 
assurance as to the reliability and accuracy of financial and non-financial reporting. These 
internal controls are designed, implemented and maintained by the Board and 
management. 

We reviewed the internal controls in your information systems and related business 
processes. This included the controls in place for your key financial and non-financial 
information systems. 

We consider the controls in each key system are capable collectively of preventing or 
detecting and correcting material misstatements. 
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3.2.1 Financial systems 

We considered the following key financial systems as part of our interim audit: 

• Cash and bank 

• Revenue/accounts receivable 

• Expenditure/accounts payable 

• Payroll 

• Fixed assets  

• Journals 

We found these systems remain design effective1 given the nature and size of the 
Commission. We also tested the controls for expenditure and payroll, and did not identify 
any issues. 

  

 
1 Control is effective to either prevent or detect a material error in either the financial statements and/or service performance information. The control is “fit 
for purpose”. 
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4 IT General Controls assessment 
As part of our 2020 audit we performed an IT General Controls review (ITGC). This review 
consisted of two parts. 

The first is a high-level assessment on IT Governance effectiveness. We considered the 
overall attitude, awareness, and actions of the IT Manager and ICT Management in 
establishing and maintaining effective management procedures and internal controls. 

We have not identified any significant deficiencies in internal control with regard to the 
entity’s IT governance process. 

The second part is an assessment as to the design effectiveness of Activity Level controls. 
These control areas cover the organisation’s ability to manage risk and include the 
following areas: Manage Security Services, Manage Changes, Change Acceptance and 
Transitioning, Manage Service Requests and Incidents, Manage Continuity, Manage 
Availability and Capacity, and Manage Suppliers. We also reviewed the operation of Activity 
Level controls for Manage Security Services and Manage Changes, Change Acceptance and 
Transitioning. 

Overall, we are satisfied activity controls have remained design effective for all areas and 
operationally effective for Security and Change. Therefore, we can place reliance on these 
for the purposes of our audit. 

Our review highlighted recommendations on the need to review the password settings 
across all IT systems and consider their alignment with the Cyber Security Policy password 
management guidance. 

This matter, as detailed in 5.2 below, was yet to be fully resolved at the time of our 
assessment. We will follow up on this matter during our 2021 interim audit. 
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5 Status of previous recommendations 

5.1 Status of previous recommendations 

Set out below is a summary of the action taken against previous years’ recommendations.  

Priority Priority 

Urgent Necessary Beneficial Total 

Open - 1 - 1 

Total - 1 - 1 

5.2 Open recommendation 

Recommendation First 
raised 

Status 

Necessary 

Inconsistent network and application password settings 

We recommended the Commission reviews 
the password settings across all IT systems 
and considers their alignment with the Cyber 
Security Policy password management 
guidance. 

2016/17 In progress 

At the time of our assessment 
this review was partially 
completed. 

Management comment 

Noted. The Commission are 
reviewing the password policy 
and practices, including 
implementation of single 
sign-on before the 2023 General 
Election. 
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6 Public sector audit 
The Commission is accountable to Parliament and to the public for its use of 
public resources. Everyone who pays taxes or rates has a right to know that 
the money is being spent wisely and in the way the Commission said it would 
be spent. 

As such, public sector audits have a broader scope than private sector audits. As part of our 
audit, we have considered if the Commission has fairly reflected the results of its activities 
in its financial statements and non-financial information. 

We also consider if there is any indication of issues relevant to the audit with: 

• compliance with its statutory obligations that are relevant to the annual report; 

• the Commission carrying out its activities effectively and efficiently; 

• the Commission incurring waste as a result of any act or failure to act by a public 
entity; 

• any sign or appearance of a lack of probity as a result of any act or omission, 
either by the Commission or by one or more of its members, office holders, or 
employees; and 

• any sign or appearance of a lack of financial prudence as a result of any act or 
omission by a public entity or by one or more of its members, office holders, or 
employees. 

We did not identify any significant issues to bring to your attention. 
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7 Useful publications 
Based on our knowledge of the Commission, we have included some 
publications that the Board and management may find useful. 

 

Description Where to find it 

COVID-19 Impact on Public Sector Reporting 

The state of emergency in response to the 
COVID-19 coronavirus has significantly 
impacted most public sector entities. The 
consequences for the completion of annual 
reports and the annual financial statements 
are one part of this impact. 

On our website under good practice.  

Link: COVID-19 bulletins 

Client updates 

As part of our response to the COVID-19 
situation, we developed online client 
updates to replace the in-person sessions 
that were cancelled.  

This year’s material is accessible via video 
presentations on our website. You can 
explore the material at a pace that takes 
account of your busy schedule.  

The themes respond to challenges that our 
clients now face, such as planning for 
unexpected events or dealing with additional 
reporting requirements related to COIVD-19 
and climate change. 

On our website under publications and 
resources.  

Link: Client updates 

Model financial statements 

Our model financial statements reflect best 
practice we have seen. They are a resource 
to assist in improving financial reporting. 

Link: Model Financial Statements 

Client substantiation file 

We have put together a tool box called the 
Client Substantiation File to help you 
prepare the information you will need to 
provide to us so we can complete the audit 
work that needs to be done. This is 
essentially a tool box to help you collate 
documentation that the auditor will ask for. 

On our website under good practice.  

Link: Client Substantiation File 

https://auditnz.parliament.nz/good-practice/public-sector-reporting
https://auditnz.parliament.nz/good-practice/information-updates/2020-client-updates
https://auditnz.govt.nz/publications-resources/mfs-under-pbe-standards
https://www.auditnz.govt.nz/publications-resources/csf
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Description Where to find it 

Good practice 

The OAG’s website has been updated to 
make it easier to find good practice 
guidance. This includes resources on: 

• audit committees; 

• conflicts of interest; 

• discouraging fraud; 

• good governance; 

• service performance reporting; 

• procurement; 

• sensitive expenditure; and 

• severance payments. 

On the OAG’s website under good practice. 

Link: Good practice 

  

https://www.oag.govt.nz/good-practice
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Appendix 1:  Recommendations 

Our recommendations for improvement and their priority are based on our 
assessment of how far short current practice is from a standard that is appropriate for 
the size, nature, and complexity of your business. We use the following priority 
ratings for our recommendations. 

 

Priority Explanation 

Urgent Needs to be addressed urgently 

These recommendations relate to a significant deficiency that 
exposes the Commission to significant risk or for any other reason 
need to be addressed without delay. 

Necessary Address at the earliest reasonable opportunity, generally within 
six months 

These recommendations relate to deficiencies that need to be 
addressed to meet expected standards of best practice. These 
include any control weakness that could undermine the system of 
internal control. 

Beneficial Address, generally within six to 12 months 

These recommendations relate to areas where the Commission is 
falling short of best practice. In our view it is beneficial for 
management to address these, provided the benefits outweigh the 
costs. 
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Appendix 2:  ESCO assessments 

We applied a standard framework, used across central government and Crown 
entities, to assess your environment, systems, and controls. If we identify deficiencies, 
we will recommend improvements. We reached our conclusions in the context of our 
work in forming an opinion on the financial and service performance statements. 

Explanation of grades 

Grade  Explanation of grade 

Very good We have made no recommendations for improvement. 

Good We have recommended that some improvements be made. 

Needs improvement We have recommended that major improvements be made at the 
earliest reasonable opportunity. 

Poor We have recommended that fundamental improvements be made 
urgently. 

 

The grade assigned directly reflects the recommendations for improvement as at 30 June 2020. It is 
not an assessment of management’s overall performance or an assessment of how effective the 
Board is in achieving its financial and service performance objectives. 

Management control environment 

This is the foundation of the control environment and may include consideration of the: 

• clarity of strategic planning; 

• communication and enforcement of integrity and ethical values; 

• commitment to competence; 

• participation by those charged with governance, for example, the involvement and 
influence of the Audit Committee; 

• management philosophy and operating style; 

• organisational structure; 

• assignment of authority and responsibility; 

• human resources policies and practices; 

• risk assessment and risk management; 
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• main entity-level control policies and procedures; 

• information systems and communication (including planning and decision-making for 
information technology); 

• monitoring; and 

• arrangements for legislative compliance. 

Management control environment 

2019/20: Very Good We have made no recommendations for improvement. 

2018/19: Very Good 

Financial information systems and controls 

These are the systems and controls (including application-level computer controls) over financial 
performance and financial reporting, and include the: 

• appropriateness of information provided; 

• presentation of financial information; 

• reliability of systems; 

• control activity (including process-level policies and procedures); and 

• monitoring. 

Financial information systems and controls 

2019/20: Very Good We have made no recommendations for improvement. 

2018/19:Very Good 

 

Service performance information and associated systems and controls 

This concerns the quality of the service performance measures selected for reporting against, as well 
as the systems and controls (including application-level computer controls) over service performance 
reporting, and includes the: 

• appropriateness of information provided and reported; 

• review of the associated forecast information; 

• the audit of the current Statement of Performance Expectations and main measures of 
outcomes/impacts in the annual report; 

• reliability of systems; 
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• control activity (including process-level policies and procedures); and 

• monitoring. 

Comments are based on conclusions drawn from the 2019/20 statement of service performance 
systems and reporting against performance measures. 

Service performance information and associated systems and controls 

2019/20: Good We have recommended that some improvements be made. 

2018/19: Good Recommendations we made in the previous years have been 
implemented in part. 

Comment 

We acknowledge the progress the Commission continues to make to its performance reporting, and the 
approach it has begun to take into account to illustrate the cyclical nature of its work, such as the use of 
trend information over a number of years. 

We continued to recommend that the Commission further develop its strategic performance reporting 
framework. The key area where the Commission should continue to focus on improving is in its 
higher-level reporting (impact measure reporting). 

We recommend that the Commission: 

• be clearer about what the higher-level impact measures are, compared to the lower-level output 
measures; and 

• further refine the large amount of useful information included in its performance framework and 
reporting, to clearly explain how the various aspects link together. 

Other than the matters mentioned above, we found that appropriate systems and controls were in place 
and appear to be operating effectively. 
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Appendix 3:  Disclosures 

Area Key messages 

Our responsibilities in 
conducting the audit 

We carried out this audit on behalf of the Controller and 
Auditor-General. We are responsible for expressing an independent 
opinion on the financial statements and performance information and 
reporting that opinion to you. This responsibility arises from section 
15 of the Public Audit Act 2001. 

The audit of the financial statements does not relieve management or 
the Board of their responsibilities. 

Our Audit Engagement Letter contains a detailed explanation of the 
respective responsibilities of the auditor and the Board. 

Auditing standards We carried out our audit in accordance with the Auditor-General’s 
Auditing Standards. The audit cannot and should not be relied upon to 
detect instances of misstatement, fraud, irregularity or inefficiency 
that are immaterial to your financial statements. The Board and 
management are responsible for implementing and maintaining your 
systems of controls for detecting these matters. 

Auditor independence We are independent of the Commission in accordance with the 
independence requirements of the Auditor-General’s Auditing 
Standards, which incorporate the independence requirements of 
Professional and Ethical Standard 1 (Revised): Code of Ethics for 
Assurance Practitioners, issued by New Zealand Auditing and 
Assurance Standards Board. 

[Other than the audit, we have no relationship with, or interests in, 
the Commission. 

Fees The audit fee for the year is $72, 289, as detailed in our Audit Proposal 
Letter. 

No other fees have been charged in this period. 

Other relationships We are not aware of any situations where a spouse or close relative of 
a staff member involved in the audit occupies a position with the 
Commission that is significant to the audit. 

We are not aware of any situations where a staff member of Audit 
New Zealand has accepted a position of employment with the 
Commission during or since the end of the financial year. 
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Key messages 
We have completed the audit for the year ended 30 June 2021. This report sets out our findings from 
the audit and draws attention to areas where the Electoral Commission (the Commission) is doing 
well and where we have made recommendations for improvement. 

Audit opinion 

We issued an unmodified audit opinion on 23 December 2021. This means we were satisfied that the 
information we audited fairly reflected the Commission’s activities for the year and its financial 
position at the end of the year.  

Key matters  

Management control environment - The Commission’s management control environment remains 
very good, and based on the size and nature of the Authority’s operations we have no 
recommendations for improvement. 

General Election 2020 – The General Elections 2020 was a challenging election for a number or 
reasons. Based on our audit work performed, we did not identify any issues to raise. 

Risk of management override of internal controls – We did not identify any issues indicating any 
management override of internal controls. 

IT General Controls review – We concluded that the IT Governance is effective, and that the activity 
controls remained design effective in all areas. We also tested security and change management, and 
concluded that this was operationally effective. Our other observations and areas of improvement 
for the Commission to consider are included in Appendix 2 of this report.  

Thank you 

Due to the impact of the Covid-19 pandemic, it has been a challenging year, with the audit deferred 
to allow us to manage the effect Covid-19 has had across our audit portfolio.  

We appreciate the flexibility, cooperation and assistance we have received from the Commission 
during this year’s audit. 

 

 
Andrew Clark 
Appointed Auditor 
30 March 2022 
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2 Our audit report 

2.1 We issued an unmodified audit report 

We issued an unmodified audit report on 23 December 2021. This means we 
were satisfied that the financial statements and statement of service 
performance present fairly the Commission’s activities for the year and its 
financial position at the end of the year. 

In forming our audit opinion, we considered the following matters.  

2.2 Uncorrected misstatements 

The financial statements are free from material misstatements, including omissions. During 
the audit, we have discussed with management any misstatements that we found, other 
than those which were clearly trivial.  

There were no significant financial misstatements identified during the audit that required 
correcting.  

We identified disclosure misstatements during the course of the audit. We discussed these 
with management and these were all corrected in the annual report.  

2.3 Quality and timeliness of information provided for audit 

Management needs to provide information for audit relating to the annual 
report of the Commission. This includes the draft annual report with 
supporting working papers. We provided a listing of information we required 
to management through AuditDashboard. This included the dates we required 

the information to be provided to us.  

We were provided with the draft financial statements and performance information at the 
beginning of the audit. This together with the provision of supporting information 
supported the delivery of an efficient and quality audit. 

There was good engagement with management and the annual report was appropriately 
updated where needed. 
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3 Assessment of internal controls 
The Board, with support from management, is responsible for the effective 
design, implementation, and maintenance of internal controls. Our audit 
considers the internal control relevant to preparing the financial statements 
and the service performance information. We review internal controls 

relevant to the audit to design audit procedures that are appropriate in the circumstances. 
Our findings related to our normal audit work, and may not include all weaknesses for 
internal controls relevant to the audit. 

3.1 Control environment 

The control environment reflects the overall attitudes, awareness, and actions of those 
involved in decision-making in the organisation. It encompasses the attitude towards the 
development of accounting and performance estimates and its external reporting 
philosophy and is the context in which the accounting system and control procedures 
operate. Management, with the oversight of those charged with governance, need to 
establish, and maintain a culture of honesty and ethical behaviour through implementation 
of policies, procedures, and monitoring controls. This provides the basis to ensure that the 
other components of internal control can be effective. 

We have performed a high-level assessment of the control environment, risk management 
process, and monitoring of controls relevant to financial and service performance 
reporting. We considered the overall attitude, awareness, and actions of the Board and 
management to establish and maintain effective management procedures and internal 
controls. 

We consider that a culture of honesty and ethical behaviour has been created. The 
elements of the control environment provide an appropriate foundation for other 
components of internal control. 

3.2 Internal controls 

Internal controls are the policies and processes that are designed to provide reasonable 
assurance as to the reliability and accuracy of financial and non-financial reporting. These 
internal controls are designed, implemented, and maintained by the Board and 
management. 

We reviewed the internal controls, in your information systems and related business 
processes. This included the controls in place for your key financial and non-financial 
information systems. 

We concluded that the controls in each system are capable collectively of preventing or 
detecting and correcting material misstatements. 
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3.3 IT General Controls review 

As part of our 2021 audit we performed an IT General Controls review (ITGC). This review 
consisted of two parts. The first is a high-level assessment on IT Governance effectiveness. 
We considered the overall attitude, awareness, and actions of the IT Manager and ICT 
Management in establishing and maintaining effective management procedures and 
internal controls. 

We found IT Governance to be effective for the purposes of our audit. 

The second part is an assessment as to the design effectiveness of Activity Level controls. 
These control areas cover the organisation’s ability to manage risk and include the 
following areas: Manage Security Services, Manage Changes, Change Acceptance and 
Transitioning, Manage Service Requests and Incidents, Manage Continuity, Manage 
Availability and Capacity, and Manage Suppliers. We also reviewed the operation of Activity 
Level controls for Manage Security Services and Manage Changes, Change Acceptance and 
Transitioning. 

Overall, we are satisfied activity controls have remained design effective for all areas. We 
also tested the operationally effectiveness for Security and Change. Therefore, we could 
place reliance on these for the purposes of our audit.  

As part of our review, we also provide observations and consider any areas where 
improvements could be made. We have included these in Appendix 2.  
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5 Other matters identified during the audit 
 

 

 

5.1 Sensitive expenditure practice improvements 

During our sample testing of sensitive expenditure transactions, we found an area where 
the Commission’s sensitive expenditure policy was not complied with: 

1 Lack of supporting documentation for expenditure 

Of the twelve sensitive items tested, we found in two occasions there was not 
sufficient supporting documentation available for the expenditure occurred. 

We recommend the Commission ensures that sufficient supporting information is retained 
for all sensitive expenditure items. 

 Management comment 

Accepted. We will remind Approvers, Preparers and Cardholders of their respective roles and 
responsibilities, including the need to ensure that sufficient supporting information is 
retained for all expenditure items.  

5.2 AMS system error for termination payments 

With the audit of termination payments, we noted an employee was paid in a higher hourly 
rate for the annual leave pay out as part of the termination payment. Per discussion with 
relevant staff of the Commission it was indicated it was caused by a system bug in the AMS 
system.  

We recommend the Commission to investigate this issue and assess the impact on the 
annual leave payments when staff terminate their services.  

 Management comment 

Accepted. The Electoral Commission has sent an enquiry to AMS to provide us with 
confidence that the system does not have an error and if there is an error how we would 
rectify the problem retrospectively, and ensure that Annual leave and Annual Holidays are 
paid according to the following rules.  

  



 

 
 13 

6 Public sector audits 
The Commission is accountable to Parliament and to the public for its use of 
public resources. Everyone who pays taxes or rates has a right to know that 
the money is being spent wisely and in the way the Commission said it would 
be spent.  

As such, public sector audits have a broader scope than private sector audits. As part of our 
audit, we have considered if the Commission has fairly reflected the results of its activities 
in its financial statements and performance information.  

We also consider if there is any indication of issues relevant to the audit with: 

• compliance with its statutory obligations that are relevant to the annual report;  

• the Commission carrying out its activities effectively and efficiently;  

• the Commission incurring waste as a result of any act or failure to act by a public 
entity;  

• any sign or appearance of a lack of probity as a result of any act or omission, 
either by the Commission or by one or more of its members, office holders, or 
employees; and 

• any sign or appearance of a lack of financial prudence as a result of any act or 
omission by a public entity or by one or more of its members, office holders, or 
employees. 

No significant issues were noted to bring to your attention.  
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7 Key changes to the Government Procurement 
Rules 

The Government Procurement Rules (Rules) have had two new rules added. 
As well as these changes, the Government has introduced a “Progressive 
Procurement Policy” in which agencies must increase the diversity of their 
suppliers. One of the key features of the policy is that mandated agencies 

(those who are required to comply with the rules) are required to adopt a target that 
“5 percent of the total number of procurement contracts are awarded to Māori 
businesses”. Further details of these changes are noted below: 

7.1 Procurement response measure 

From 1 June 2021 the Procurement response measure rule came into effect. This new rule 
(12A) allows the Ministry of Business, Innovation and Employment (MBIE) as Procurement 
Functional Leader (PFL) to respond to a policy priority, emergency, or crisis by declaring 
appropriate procurement response measures (a procurement measure), to help achieve 
specific outcomes and drive positive change across the government procurement system. 

By declaring a procurement measure, the PFL can mandate and deliver targeted 
interventions at a national, sectoral, or regional level. Procurement measures may be 
applicable to some or all mandated agencies and their procurement activities. They are put 
in place for a set period to support defined objectives. 

Further details can be found at Procurement response measure guidance. 

7.2 Quality employment outcomes 

A new rule 18A will come into effect on 1 October 2021. This rule requires mandated 
agencies to consider quality employment opportunities for New Zealanders. This is in 
addition to previous changes in 2019 on Broader Outcomes in the Rules. MBIE have advised 
guidance and training will be available before the new Rule comes into effect. 

7.3 Te Kupenga Hao Pāuaua – Progressive Procurement 

On 3 December 2020 the government announced a further change to procurement policy 
for mandated agencies. Te Puni Kōkiri and MBIE have worked in partnership to develop the 
progressive procurement approach aimed at increasing the diversity of government 
suppliers, starting with Māori businesses. The Ministers for Māori Development and 
Economic and Regional Development announced a target to encourage public agencies to 
“cast the net wider” when awarding contracts. The progressive procurement policy is called 
Te Kupenga Hao Pāuaua. Translated it means cast the fishing net wide and be enterprising. 
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The main features of the “Progressive Procurement Policy” are: 

• The definition of a Māori business as a Māori authority (as classified by the Inland 
Revenue Department) or a business with minimum 50% Māori ownership. 

• A target that 5% of the total number of buyer (mandated government agencies) 
procurement contracts are awarded to Māori businesses. 

• Intermediary organisations to act as a broker, matching and connecting buyers 
and suppliers to realise procurement opportunities. Further, brokers can assist 
with verifying supplier businesses as meeting the definition of Māori business. 

• Supporting sustainable, long term behavioural change of government agencies 
and businesses’ procurement practices. 

Details on this initiative can be found at the Te Puni Kōkiri website for Progressive 
Procurement including information for buyers. 

We encourage procurement staff to understand the changes, and prepare for their 
implementation by considering the changes that are required to Electoral Commission’s 
procurement policies, procedures and practices. 

7.4 Five questions your governing body could ask right now 

1 Is our procurement policy up-to-date and consistent with these new rules and 
policy objectives? 

2 Are we clear how we implement broader outcomes in our procurement practices 
– with updated tools, templates, and guidance?  

3 Do we have complete information on our current suppliers, and can we identify 
the Māori businesses amongst them? 

4 What have we done to reach out to our suppliers to identify whether they are 
Māori businesses? 

5 What have we done to understand and remove barriers for Māori businesses to 
compete for our work? 

7.5 Two next steps 

1 Do we know enough about all our suppliers to understand and differentiate 
between them, so that we can be sure we are “casting the net wide”?  

2 Have we developed procurement approaches that identify and reach out to Māori 
businesses, to make it easy for them to compete for contracts? 
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7.6 Future audits 

By 2022 we expect agencies will have implemented the required changes. In future audits 
we may review whether mandated agencies have: 

• a framework in place regarding broader outcomes and progressive procurement – 
policies, procedures, tools, and templates; 

• are applying the policies in practice consistently and well; and 

• ensuring that senior managers and governors have the information they need to 
monitor and review the organisation’s adherence to the broader outcomes and 
progressive procurement requirements. 
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Appendix 2:  IT General Controls improvement areas  

Overall, we concluded that the IT Governance is effective and we are satisfied activity controls have 
remained design effective in all areas.  

However, as part of our review of the IT General Controls environment we noted the following areas 
where improvement could be made:  

1 Formal periodic review of access and access rights to the Commission's key systems 

There is no formal periodic review of who has access and what access rights users have in 
the Commission's key systems. 

Formal periodic review, when combined with existing control practices, such as stringent 
access provisioning and de-provisioning, review of inactive accounts, further reduces the 
risk of unauthorised access to systems. 

We recommend the Commission implement a formal process to undertake regular review 
of users’ access rights to key systems. This review is best performed by relevant business 
unit managers from information provided by IT. The Commission may choose to focus the 
review on access rights or profiles which it considers as high risk. 

Management comment (Comments from Commission’s IT Management) 

Accepted. We will implement this during the next review period. 

2 Termination of access to the Commission's information systems  

In our review of the process to disable or remove access to the Commission's systems, we 
noted the following: 

For staff:  

• There is no regular report of resigned staff that is sent to service desk, which can 
be used as the primary source of information to disable or remove user's access 
to the Commission's systems.  

• The primary way of notifying the service desk that a staff member is leaving and 
that access to the Commission’s systems can be terminated is via the "offboarding 
staff" request which is completed by the relevant department. 

• There is a regular review of accounts which has not registered a logon in Azure AD 
for more than 30 days. These accounts are disabled unless IT is notified otherwise 
by the relevant manager. 

• An instance where the network log on account of the staff in the offboarding 
request has been disabled, and although MIKE system was identified as one of the 
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systems the resigned staff has access to, access to the MIKE system was not 
disabled.  

For non-staff / third parties: 

• Account expiry on vendor log on accounts are not consistently provisioned.  

• The Commission does not receive regular notification from its vendors, when its 
staff who has access to the Commission's system has ceased its employment with 
the vendor. 

We appreciate that the regular review of accounts with no logon activity for over 30 days 
reduces the risk of unauthorised access to the Commission's systems. However, since most 
of the Commission’s systems are not currently authenticating via AD authentication 
mechanism, there is still a risk that a resigned staff account can be used by someone else to 
access a Commission system. 

We recommend that rather than relying mainly on the "offboarding staff" request, IT 
should be provided with a regular report of staff resignations/leavers. This report should 
then be circulated to all relevant system and application administrators for appropriate 
action (e.g. check if the user has access to the system and disable accordingly).  

For third party accounts, account expiry should be consistently provisioned, unless there is 
valid business reason for not setting up the expiry. The Commission should also require its 
vendor to notify the Commission on a timely basis, when its staff who has access to the 
Commission's system ceases employment with the vendor. 

Management comment (Comments from Commission’s IT Management) 

Accepted. We will implement the recommendations during the next review period. We are 
also intending to start the process of implementing SSO across applications and services to 
further reduce the complexity of offboarding. 

3 Observations on log on accounts with admin rights 

We have observed the following in relation to the accounts belonging to the active 
directory groups with elevated access rights: 

The built-in account “Administrator” was used in July 2021 with no formal records 
documenting who used it and why it was used: 

• We assessed that there are too many Rivera accounts with domain admin access 
rights. This is recognised by the IT team and will be addressed as part of its 
continuing security improvements. 

• We noted one instance where an account has no password expiry. We have 
assessed this as an isolated case which was rectified at the time of our audit. 
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Audit plan 
I am pleased to present our audit plan for the audit of the Electoral Commission (the Commission) for 
the year ending 30 June 2020. The purpose of this audit plan is to discuss: 

Audit risks and issues ............................................................................................................................... 2 

Our audit process ..................................................................................................................................... 6 

Reporting protocols ................................................................................................................................. 9 

Audit logistics ......................................................................................................................................... 10 

Expectations ........................................................................................................................................... 11 

 

 

The contents of this plan should provide a good basis for discussion when we meet with you. 

We will be happy to elaborate further on the matters raised in this plan. 

Our work improves the performance of, and the public’s trust in, the public sector. Our role as your 
auditor is to give an independent opinion on the financial statements and performance information. 
We also recommend improvements to the internal controls relevant to the audit. 

If there are additional matters that you think we should include, or any matters requiring 
clarification, please discuss these with me. 

 

Yours sincerely 

 

Andrew Clark 
Appointed Auditor 
6 May 2020 
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Audit risks and issues 

Focus areas 

Based on the planning work and discussions that we have completed to date, we set 
out in the table below the main audit risks and issues. These will be the main focus 
areas during the audit. 

 

Audit risk/issue Our audit response 

Impact of COVID-19 

On 11 March 2020 the World Health Organisation 
declared the outbreak of coronavirus (COVID-19) a 
pandemic. The New Zealand Government has 
taken steps to deal with the spread of COVID-19 
which has included significant restrictions on the 
movement and interaction of people within New 
Zealand. 

This will have various potentially significant effects 
on individuals, communities, the economy, 
businesses, the wider public sector and each 
public sector entity. 

It is important that the Commission considers the 
impact of this event on various aspects of its 
operations and the information included in the 
annual report. 

We expect the Commission to complete an 
assessment of the impact of COVID-19 on its 
operations and any effect this has on the financial 
and performance information included in the 
annual report, including any additional disclosures 
which may need to be included. 

Our audit response to this risk includes: 

• Continue discussions with management 
about the impact of COVID-19 on the 
Commission and its control environment. 

• Consider the Commission’s impact 
assessment of COVID-19 on the financial 
statements and performance information 
and consider the effect this has on our audit 
approach. 

• Consider the completeness and accuracy of 
disclosures contained within the annual 
report relating to COVID-19. 

Where new audit risks or issues relating to  
COVID-19 are identified we will advise you of these 
separately. 

General Election (GE) 2020 

There are a number of matters which may affect 
the Commission’s ability to effectively deliver the 
General Election on 19 September 2020, which 
includes referendums on cannabis and end of life 
choice. 

We consider that the Commission is aware of 
these matters and is appropriately monitoring the 
associated risks. 

We will continue discussions with the Commission, 
and consider any potential impact on the audit or 
the annual report. 
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Audit risk/issue Our audit response 

These have included operational type matters, 
such as delays in obtaining external statistical 
information, confirmation of longer term funding, 
required changes to legislation to enable 
enrolment on election day and the inclusion of the 
two referenda as part of a General Election. There 
is also the added challenge presented by COVID-
19. 

For the year ending 30 June 2020, there are also 
potential accounting treatment matters to 
consider as the Commission nears the General 
Election, such as whether transactions relate to 
the 2019/20 annual report or the next annual 
report, the recognition of any inventory items or 
whether the Commission purchases or leases 
assets for use in the General Election. 

We will also review any potential accounting 
treatment areas which may be susceptible to 
increased risk of error. 

Performance reporting in the 2019/20 annual report  

Good performance reporting provides 
stakeholders and the public with information that 
allows them to understand the effectiveness of a 
public entity's service delivery. Additionally, it 
provides management and the Board with 
information to monitor performance and include 
in robust decision making. 

The Commission is required to report on its service 
performance results against the measures in the 
Statement of Intent (SOI) and Statement of 
Performance Expectations (SPE). 

It is also necessary to report any other 
performance information that is required to tell a 
full performance story. 

We will form a view on whether the performance 
information fairly presents the Commission’s 
actual performance for the year. 

This will involve: 

• reviewing and testing the systems and 
processes that provide information for 
performance reporting, as well as verifying 
the content of the performance 
information; 

• reviewing the reported levels of 
achievement for significant performance 
measures, including explanations of 
variances; 

• ensuring that all performance measures 
specified in the SOI and SPE have been 
reported in the Statement of Performance; 
and 

• ensuring that the reported performance 
and other information within the 2019/20 
annual report tells the Commission’s full 
performance story. 
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Audit risk/issue Our audit response 

Performance reporting framework for future performance reporting  

The Commission is required to prepare an annual 
SPE, designed to set out the performance 
expectations of the Commission at the start of the 
financial year. We understand that the 
Commission is also updating its SOI this year. 

We will provide feedback on the early drafts of the 
SOI and SPE, and discuss our comments with 
management while these documents are being 
developed. 

These documents form the framework for future 
performance reporting (in next year’s annual 
report), but any enhancements identified from this 
process can be incorporated in the current year’s 
annual report in addition to the 2019/20 
performance framework requirements. 

We will consider any further changes in the final 
SOI and SPE. 

Management override 

Management is in a unique position to perpetrate 
fraud because of management’s ability to 
manipulate accounting records and prepare 
fraudulent financial statements by overriding 
controls that otherwise appear to be operating 
effectively. 

Although the level of risk of management override 
of controls will vary from entity to entity, the risk 
is nevertheless present in all entities. Due to the 
unpredictable way in which such override could 
occur, it results in a risk of material misstatement 
due to fraud. 

Our audit response to this risk includes: 

• test the appropriateness of selected journal 
entries recorded in the general ledger and 
other adjustments made in the preparation 
of the financial statements; 

• review accounting estimates for any 
indications of bias; and 

• evaluate any unusual or one-off 
transactions, including any with related 
parties. 

 

Please tell us about any additional matters we should consider, or any specific risks that we have not 
covered. Additional risks may also emerge during the audit. These risks will be factored into our audit 
response and our reporting to you. 

Fraud risk 

Misstatements in the financial statements and performance information can arise from either fraud 
or error. The distinguishing factor between fraud and error is whether the underlying action is 
intentional or unintentional. In considering fraud risk, two types of intentional misstatements are 
relevant – misstatements resulting from fraudulent reporting, and misstatements resulting from 
misappropriation of assets. 
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The primary responsibility for the prevention and detection of fraud and error rests with the Board, 
with assistance from management. In this regard, we will discuss the following questions with you: 

• What role does the Board play in relation to fraud? How do you monitor management’s 
exercise of its responsibilities? 

• Has a robust fraud risk assessment been completed? If so, is the Board satisfied that it had 
appropriate input into this process? 

• How does management provide assurance that appropriate internal controls to address 
fraud risks are in place and operating? 

• What protocols/procedures have been established between the Board and management to 
keep you informed of instances of fraud, either actual, suspected, or alleged?  

• Are you aware of any actual, suspected, or alleged fraud? If so, have the results of 
management’s investigation been reported to the Board? Has appropriate action been taken 
on any lessons learned? 

Our responsibility 

Our responsibility is to obtain reasonable, but not absolute, assurance that the financial statements 
and performance information are free from material misstatement resulting from fraud. Our 
approach to obtaining this assurance is to: 

• identify fraud risk factors and evaluate areas of potential risk of material misstatement; 

• evaluate the effectiveness of internal controls in mitigating the risks; 

• perform substantive audit procedures; and 

• remain alert for indications of potential fraud in evaluating audit evidence. 

 

  

The Auditor-General has published useful information on fraud that can be found at 
oag.parliament.nz/reports/fraud-reports. 

http://oag.govt.nz/reports/fraud-reports
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Our audit process 

 

Initial planning activities include verifying compliance with independence 
requirements and building the audit team. 

 

We use our extensive sector and business knowledge to make sure we have a 
broad and deep understanding of the Commission, your business, and the 
environment you operate in. 

 

We use our knowledge of the business, the sector and the environment to 
identify and assess the risks that could lead to a material misstatement in the 
financial statements and performance information. 

 

We update our understanding of internal controls relevant to the audit. This 
includes reviewing the control environment, risk assessment process, and 
relevant aspects of information systems controls. Most of this work is done 
during the initial audit visits. We evaluate internal controls relevant to the 
audit for the whole financial year, so we consider internal controls relevant to 
the audit at all visits. 

 

We use the results of the internal control evaluation to determine how much 
we can rely on the information produced from your systems during our final 
audit. 

 

During the final audit we audit the balances, disclosures, and other 
information included in the Commission’s financial statements and 
performance information. 

 

We will issue our audit report on the financial statements and performance 
information. We will also report to the Board covering any relevant matters 
that come to our attention. 
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Materiality 

In performing our audit, we apply the concept of materiality. In the public sector, materiality refers 
to something that if omitted, misstated, or obscured could reasonably be expected to: 

• influence readers’ overall understanding of the financial statements and performance 
information; and 

• influence readers in making decisions about the stewardship and allocation of resources, or 
assessing your performance. 

This definition of materiality is broader than the one used in the private sector. 

Accounting standards also require the Board and management to consider materiality in preparing 
the financial statements. IFRS Practice Statement 2, Making Materiality Judgements, provides 
guidance on how to make materiality judgements from a financial statements preparer’s perspective. 
Although this guidance is primarily aimed at for-profit entities, the same principles can be applied by 
public benefit entities. 

Whether information is material is a matter of judgement. We consider the nature and size of each 
item judged in the surrounding circumstances. The nature or size of the item, or a combination of 
both, could be the determining factor. Materiality will be lower for some items due to their 
sensitivity. 

Misstatements 

Misstatements are differences in, or omissions of, amounts and disclosures that may affect a 
reader’s overall understanding of your financial statements and performance information. During the 
audit, we will provide details of any such misstatements we identify to an appropriate level of 
management. 

We will ask for each misstatement to be corrected, other than those that are clearly trivial. Where 
management does not wish to correct a misstatement we will seek written representations from 
representatives of the Board that specify the reasons why the corrections will not be made. 

Professional judgement and professional scepticism 

Many of the issues that arise in an audit, particularly those involving valuations or assumptions about 
the future, involve estimates. Estimates are inevitably based on imperfect knowledge or dependent 
on future events. Many financial statement items involve subjective decisions or a degree of 
uncertainty. There is an inherent level of uncertainty which cannot be eliminated. These are areas 
where we must use our experience and skill to reach an opinion on the financial statements and 
performance information. 

The term “opinion” reflects the fact that professional judgement is involved. Our audit report is not a 
guarantee but rather reflects our professional judgement based on work performed in accordance 
with established standards. 
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Auditing standards require us to maintain professional scepticism throughout the audit. Professional 
scepticism is an attitude that includes a questioning mind and a critical assessment of audit evidence. 
Professional scepticism is fundamentally a mind-set. A sceptical mind-set drives us to adopt a 
questioning approach when considering information and in forming conclusions. 

Exercising professional scepticism means that we will not accept everything we are told at face value. 
We will ask you and management to provide evidence to support what you tell us. We will also 
challenge your judgements and assumptions and weigh them against alternative possibilities. 

How we consider compliance with laws and regulations 

As part of the Auditor-General’s mandate, we consider compliance with laws and regulations that 
directly affect your financial statements or general accountability. Our audit does not cover all of 
your requirements to comply with laws and regulations. 

Our approach involves first assessing the systems and procedures that you have in place to monitor 
and manage compliance with laws and regulations relevant to the audit. We may also complete our 
own checklists. In addition, we will ask you about any non-compliance with laws and regulations that 
you are aware of. We will evaluate the effect of any such non-compliance on our audit. 

Wider public sector considerations 

A public sector audit also examines whether: 

• the Commission carries out its activities effectively and efficiently; 

• waste is occurring or likely to occur as a result of any act or failure to act by the 
Commission; 

• there is any sign or appearance of a lack of probity as a result of any act or omission by the 
Commission or by one or more of its members, office holders, or employees; and 

• there is any sign or appearance of a lack of financial prudence as a result of any act or 
omission by the Commission or by one or more of its members, office holders, or 
employees. 
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Reporting protocols 

Communication with management and the Board 

We will meet with management and those charged with governance throughout the 
audit. We will maintain ongoing, proactive discussion of issues as and when they 
arise to ensure there are “no surprises”. 

 

Reports to the Board and the Ministerial Letter 
We will provide a draft of all reports to the Board and management for 
discussion/clearance purposes. In the interests of timely reporting, we ask 
management to provide their comments on the draft within 10 working days. Once 
management comments are received the report will be finalised and provided to the 
Board. 

We will also follow up on your progress in responding to our previous recommendations. 

The report to governors will form the basis of a letter to the Minister, which will be cleared with the 
Board by the OAG Sector Manager. 
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Audit logistics 

Our team 

Our engagement team is selected to ensure that we have the right subject matter 
expertise and sector knowledge. Each member of the audit team has received 
tailored training to develop their expertise. 

 

Our senior audit team members are: 

Andrew Clark Appointed Auditor 

Rajesh Ratanjee  Audit Manager 

Timetable 

Due to COVID-19 and the current lockdown, there may be some flow on effects that impact the 
original time frames agreed. There is the possibility that due to COVID-19 there may be disruptions 
that will require changes to the timetable proposed below. Where this arises we will discuss a 
revised timetable with you. 

 

Planning audit visit (one week) 03 February 2020 

Draft SPE provided to Audit NZ for feedback  April 2020  

Pro forma annual report (full annual report without current year financial 
and performance information results)  

29 June 2020  

Second audit visit (one week)  TBC  

Draft financial statements available for audit (including notes to the 
financial statements) with actual year-end figures 

25 July 2020  

Final audit begins (two weeks) 27 July 2020  

Final financial statements available, incorporating all the amendments 
agreed to between us and the Chair’s and Chief Executive’s overview  

21 August 2020  

Audit opinion issued 4 September 2020  

Draft final report to the Board issued TBC 
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Expectations 
For the audit process to go smoothly for both you and us, there are expectations that 
each of us need to meet. 

Our respective responsibilities are set out in our audit engagement letter. 

We expect that: 

• you will provide us with access to all relevant records and provide information in a timely 
manner; 

• staff will provide an appropriate level of assistance; 

• the draft financial statements, including all relevant disclosures, will be available in 
accordance with the agreed timetable; 

• management will make available a detailed workpaper file supporting the information in 
the financial statements; and 

• the annual report, financial statements and performance information will be subjected to 
appropriate levels of quality review before being provided to us. 

To help you prepare for the audit, we will liaise with management and provide them with a detailed 
list of the information we will need for the audit. We have also published information to help explain 
the audit process: 

  

 

  

https://auditnz.govt.nz/publications-resources/other-resources/all-about-audits/index.htm
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Health and safety 

The Auditor-General and Audit New Zealand take seriously their responsibility to 
provide a safe working environment for audit staff. 

Under the Health and Safety at Work Act 2015, we need to make arrangements with 
management to keep our audit staff safe while they are working at your premises. 

We expect you to provide a work environment for our audit staff that minimises or, where possible, 
eliminates risks to their health and safety. This includes providing adequate lighting and ventilation, 
suitable desks and chairs, and safety equipment where required. We also expect management to 
provide them with all information or training necessary to protect them from any risks they may be 
exposed to at your premises. This includes advising them of emergency evacuation procedures and 
how to report any health and safety issues. 
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15 December 2020 

 

Andrew Clark 

Director 

Audit New Zealand 

PO Box 99 

Wellington 

 

Dear Andrew 

Representation letter for the year ended 30 June 2020 

This representation letter is provided in connection with your audit, carried out on behalf of the 

Auditor-General, of the financial statements and the performance information of the Electoral 

Commission (the Commission) for the year ended 30 June 2020.  

The purpose of the audit is to express an independent opinion about whether: 

• the financial statements: 

 present fairly, in all material respects: 

• its financial position as at 30 June 2020; and 

• its financial performance and cash flows for the year then ended; and 

 comply with generally accepted accounting practice in New Zealand in accordance 

with Public Benefit Entity Reporting Standards; and 

• the performance information: 

 presents fairly, in all material respects, the performance for the year ended 

30 June 2020, including: 

• for each class of reportable outputs: 

• its standards of delivery performance achieved as compared 

with forecasts included in the statement of performance 

expectations for the financial year; and 

http://www.vote.nz/
http://www.elections.nz/
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• its actual revenue and output expenses as compared with the 

forecasts included in the statement of performance 

expectations for the financial year; and 

 what has been achieved with the appropriation;  

 the actual expenses or capital expenditure incurred compared with the 

appropriated or forecast expenses or capital expenditure; and 

 complies with generally accepted accounting practice in New Zealand. 

We understand that your audit was carried out in accordance with the Auditing Standards issued by 

the Auditor-General, which incorporate the International Standards on Auditing (New Zealand).  

General representations 

To the best of our knowledge and belief:  

• the resources and activities under our control have been operating effectively and 

efficiently; 

• we have complied with our statutory obligations including laws, regulations and contractual 

requirements; 

• we have carried out our decisions and actions with due regard to minimising waste; 

• we have met Parliament’s and the public’s expectations of appropriate standards of 

behaviour in the public sector (that is, we have carried out our decisions and actions with 

due regard to probity); and 

• any decisions or actions have been taken with due regard to financial prudence. 

We also acknowledge that we have responsibility for designing, implementing, and maintaining 

internal control (to the extent that is reasonably practical given the size of the Commission to 

prevent and detect fraud or error. 

Representations on the financial statements and the performance information 

We confirm that all transactions have been recorded in the accounting records and are reflected in 

the financial statements and performance information, and that, to the best of our knowledge and 

belief, having made such inquiries as we considered necessary for the purpose of appropriately 

informing ourselves: 

• we have fulfilled our responsibilities for preparing and presenting the financial statements 

and the performance information as required by the Crown Entities Act 2004 and the Public 

Finance Act 1989 and, in particular, that: 

 the financial statements: 
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• present fairly, in all material respects: 

• its financial position as at 30 June 2020; and 

• its financial performance and cash flows for the year then 

ended; and 

• comply with generally accepted accounting practice in New Zealand in 

accordance with Public Benefit Entity Reporting Standards; and 

 the performance information: 

•  presents fairly, in all material respects, the performance for the year 

ended 30 June 2020, including: 

• for each class of reportable outputs: 

• its standards of delivery performance achieved as 

compared with forecasts included in the statement of 

performance expectations for the financial year; 

• its actual revenue and output expenses as compared 

with the forecast included in the statement of 

performance expectations for the financial year; 

• what has been achieved with the appropriation;  

• the actual expenses or capital expenditure incurred compared with the 

appropriated or forecast expenses or capital expenditure; and 

• complies with generally accepted accounting practice in New Zealand. 

• we believe the significant assumptions used by us in making accounting estimates, 

including those measured at fair value, are reasonable; 

• we have appropriately accounted for and disclosed related party relationships and 

transactions in the financial statements; 

• we have adjusted or disclosed all events subsequent to 30 June 2020 that require 

adjustment or disclosure; 

• we have disclosed all known actual or possible litigation and claims whose effects should be 

considered when preparing the financial statements.  Where applicable, such litigation and 

claims have been accounted for and disclosed in accordance with generally accepted 

accounting practice; 

• the financial statements and performance information adequately disclose the impact of 

the COVID-19 pandemic, including disclosure about key assumptions and estimates used in 

measuring assets and liabilities; 
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• we believe the effects of uncorrected misstatements are immaterial, both individually and 

in the aggregate, to the financial statements and performance information as a whole; and 

• we believe the effects of uncorrected disclosure deficiencies, including both omitted and 

incomplete disclosures, are quantitatively and qualitatively immaterial, both individually 

and in aggregate, to the financial statements as a whole.  

Representations about the provision of information  

We confirm that, to the best of our knowledge and belief, having made such enquiries as we 

considered necessary for the purpose of appropriately informing ourselves: 

• we have provided you with: 

 all information, such as records and documentation, and other matters that are 

relevant to preparing and presenting the financial statements and the 

performance information; and 

 unrestricted access to persons within the Commission from whom you 

determined it necessary to obtain audit evidence; 

• we have disclosed to you the results of our assessment of the risk that the financial 

statements and performance information may be materially misstated as a result of fraud; 

• we have disclosed to you all information in relation to fraud or suspected fraud that we are 

aware of and that affects the Commission and involves: 

 management; 

 employees who have significant roles in internal control; or 

 others where the fraud could have a material effect on the financial statements; 

• we have disclosed to you all information in relation to allegations of fraud, or suspected 

fraud, affecting the Commission’s financial statements and performance information 

communicated by employees, former employees, analysts, regulators, or others; 

• we have disclosed to you all known instances of non-compliance or suspected non-

compliance with laws and regulations whose effects should be considered when preparing 

financial statements and the performance information; and 

• we have provided you with all the other documents (“other information”) which will 

accompany the financial statements and the performance information which are consistent 

with one another, and the other information does not contain any material misstatements. 

• we have disclosed the identity of the related parties, all of their relationships, and all of 

their transactions of which we are aware; and 
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• we have disclosed to you all information in relation to the impacts that the COVID-19 

pandemic has had on the Commission that could affect the financial statements and 

performance information. 

Going concern basis of accounting 

We confirm that, to the best of our knowledge and belief, the Commission has adequate resources to 

continue operations at their current level for the foreseeable future. For this reason, the Board 

continues to adopt the going concern basis of accounting in preparing the financial statements and 

the performance information for the year ended 30 June 2020. We have reached this conclusion 

after making enquiries and having regard to circumstances that we consider likely to affect the 

Commission during the period of one year from the date of signing the annual report, and to 

circumstances that we know will occur after that date which could affect the validity of the going 

concern basis of accounting.  

We consider that the financial statements and the performance information adequately disclose the 

circumstances, and any uncertainties, surrounding the adoption of the going concern basis of 

accounting by the Commission. 

Throughout the year, the Commission has conformed with the requirements of any banking 

arrangements, debenture trust deeds, or negative pledge agreements, including those relating to its 

net tangible assets ratios. 

Publication of the financial statements and performance information and related audit 

report on a website 

• The Board accepts that it is responsible for the electronic presentation of the audited 

financial statements and performance information. 

• The electronic version of the audited financial statements and performance information 

and the related audit report presented on the website are the same as the final signed 

version of the audited financial statements and performance information and audit report. 

• We have clearly differentiated between audited and unaudited information on the website 

and understand the risk of potential misrepresentation without appropriate controls. 

• We have assessed the security controls over audited financial and service performance 

information and the related audit report and are satisfied that procedures are adequate to 

ensure the integrity of the information provided. 

• Where the audit report on the full financial statements and performance information is 

provided on a website, the financial statements and performance information are also 

provided in full. 
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Sign-off on these representations 

These representations in this letter are made at your request, and to supplement information 

obtained by you from the records of the Commission and to confirm information given to you orally. 

Yours sincerely 

 

 

Marie Shroff Alicia Wright 

Chair Chief Electoral Officer 

 



Fraud Risk Assessment - Enquiry areas Management 

Fraud risk assessment – Direct enquiry areas  

This template can be used for documenting the mandatory enquiries relating to fraud as required by 

ISA (NZ) 240.  

Fraud enquiries: Management 

Specific questions 

Suggested questions Response 

How are fraud risks identified? What fraud risks 

have been identified? Have any disclosures been 

identified where there is a potential risk of fraud?  

Through: 
1. organisational alertness to incentives, 

pressures and opportunities that may 
lead staff or suppliers to attempt or 
commit fraud, coupled with 

2. Tracking of expenditure against budget, 
trend analysis across spend cycles, and 
detailed variance analysis. 

No new fraud risks have been identified this year.   

There are/were no disclosures identified where 

there is potential risk of fraud 

Has a formal fraud risk assessment been 

completed?  

If so, what procedures were performed and what 

were the results of this process? How often is this 

undertaken? Who is involved in this process?  

A formal fraud risk assessment has not been 

undertaken. 

Areas susceptible to a risk of material misstatement due to fraud 

What is management’s assessment of the risk that 

the financial statements could include a material 

misstatement due to fraud? Where could this 

occur? 

Management’s assessment is that there is a low 

to negligible risk that the financial statements 

could include a material misstatement due to 

fraud. 

Communication about fraud 

How are fraud risks and the responses 

communicated to those charged with 

governance? Are those charged with governance 

involved in the risk assessment process?  

Operational risks assessments are undertaken by 

management and communicated to the Board 

regularly for review. 



Fraud Risk Assessment - Enquiry areas Management 2 

Suggested questions Response 

How are expectations of appropriate business 

practice and ethical behaviour communicated to 

employees? 

What is done if employees are not behaving 

appropriately?  

Staff are reminded of the code of conduct 

annually. 

Staff are disciplined and appropriate action is 

taken. 

Actual, suspected, or alleged frauds 

Have any frauds been identified or are there any 

suspected or alleged frauds?  

No frauds have been identified in the period and 

no frauds have been suspected or alleged. 

What has been the result of any fraud 

investigations?  

How did the fraud occur? How was it identified? 

What happened to fraudster, how much was 

involved and were any monies or assets 

recovered?  

Please provide copies of any investigation reports 

for these.  

N/A 
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26 The internal audit function:

Contributes to the effectiveness of the internal control environment

Does not contribute to the effectiveness of the internal control environment

Internal Control Environment



    

 

Department chief executives 
Crown entity board chairs 
Crown entity chief executives  
 
 
From the Secretary to the Treasury and the Controller and Auditor-General 
 
 
24 June 2020 

 

Greetings, 

 

Expectations for 2019/20 statutory reporting including time frames 

 

COVID-19 has created unprecedented challenges for all of us. We are aware of the uncertainties and 

complexities that many organisations face in trying to maintain core services while meeting statutory 

and other requirements.  

 

We are working to ensure that the pressure the current statutory reporting time frames impose do not 

undermine the work that needs to be done by your organisation and the quality of the audit to be 

carried out. We are also working with other lead agencies to provide a coordinated and consistent 

approach to reporting time frames for annual reporting across the public sector. Trust and confidence 

in the systems of government and the reporting on financial and service performance are more critical 

than ever at this time. 

 

You may be aware that the Government is proposing legislation that will extend the statutory reporting 

time frames for a range of public sector organisations, including yours, by up to two months. Cabinet 

has agreed to draft a Bill to put before the House. The proposed changes to statutory time frames will 

therefore depend on the legislation passing before the House rises.  

 

We will need to be realistic and practical about what can be achieved, whether or not the statutory 

time frames are extended. Collectively, our interest is in high-quality financial and performance 

reports.  

Maintain high-quality reporting 
Robust accountability to the public about how much money is spent, what it is spent on, and the 

results that are delivered is critical to maintaining the public’s trust and confidence in public 

organisations.  

 

We know that in a normal year, completing audited financial and performance reports is often 

pressured and requires considerable effort and resources. For many, this year will not be 

straightforward and staff are likely to have been under considerable stress for the last few months.  

 



    

Treasury:4298574v1  

It will be significantly more difficult for many organisations to prepare their financial and performance 

reports, and those reports will be more difficult to audit. However, the reporting by your organisation 

must continue to be of the usual high standard, despite the challenges presented by COVID-19.  

 

To ensure a high quality of reporting you will need to fully consider all of the risks and issues affecting 

your organisation, make the required judgements, document the rationale for those judgements, and 

make those judgements transparent through enhanced disclosures. 

Priorities and auditor availability 
Auditors will need more time to carry out many organisations’ audits. In a recent interview, the 

Chief Executive of the External Reporting Board noted that COVID-19 has led to audits taking up to 

40% longer to complete. 

 

Because of the extra work, and in some cases the restricted ability to progress audits over the 

lockdown period, auditors will need to prioritise the audits that they carry out.  

 

To maintain trust and confidence, auditors need to prioritise the audits of information significant to the 

financial statements of the Government and organisations participating in debt and equity markets. 

Although your organisation might be ready for the auditor, the auditor might not be available at that 

time. 

 

Because of their significance to the country, the Government is proposing to retain the existing time 

frame for reporting on the financial statements of the Government. There is an expectation that 

organisations will prioritise end-of-year reporting that contributes to the financial statements of the 

Government. If there are any issues or concerns relating to information for the financial statements of 

Government they should be raised with the relevant Treasury contact and your auditor as soon as 

possible. 

 

Please keep the lines of communication with your auditor open, and agree time frames that are 

realistic for you to prepare your financial and performance reports, and for your auditor to audit them.   

 

We will write to you again when we know whether the statutory time frames for the 2019/20 annual 

reporting time frames under the Public Finance Act 1989 and Crown Entities Act 2004 have been 

moved, and if so, for which organisations.  

 

These are difficult times. Public trust and confidence is underpinned by robust accountability. We are 

committed to working with you to ensure the quality of this accountability is not compromised.  

 

 
 

Caralee McLiesh 

Secretary to the Treasury 

John Ryan 

Controller and Auditor-General  
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100 Molesworth Street, Thorndon 6011 
PO Box 3928, Wellington 6140, New Zealand 

 
Telephone: +64 4 917 1500 

Email: enquiry@oag.parliament.nz 
Website: www.oag.parliament.nz 

31 March 2022 Our Ref: EN /CEO/04-0018   

Hon Kris Faafoi 

Minister of Justice 

Parliament Buildings 

WELLINGTON 

Tēnā koe e te Minita 

ELECTORAL COMMISSION: AUDIT FOR THE YEAR ENDED 30 JUNE 2021 

The purpose of this letter is to inform you of the results of our audit of the Electoral Commission 

(the Commission) for the year ended 30 June 2021 and of the main matters arising from the audit.  

1 Summary of audit results 

1.1. We issued a standard audit report, which means we were satisfied that the information we 

audited presents fairly the Commission’s activities for the year and its financial position at the 

end of the year.  

1.2. In carrying out our audit, we identified the following matters that we wish to bring to your 

attention: 

 IT General Controls review – we carried out an IT general controls review as part of 

the audit. We concluded that the IT Governance is effective, and that the activity 

controls remained design effective in all areas. We also tested security and change 

management, and concluded that this was operationally effective. However, as part of 

our review of the IT General Controls environment we noted a few areas where 

improvement could be made.  

1.3. We have already advised the results of the audit and matters arising to the Commission’s 

Board and Chief Executive. We will report the results to the Justice Committee as part of the 

2020/21 annual review process. We will also advise the Public Service Commission, the 

Treasury, and the Department of the Prime Minister and Cabinet. 

2 Environment, systems, and controls for measuring financial and service performance 

2.1. Our conclusions on the Commission’s management control environment, systems, and 

controls for measuring financial and service performance, for the year ended 30 June 2021, 

are set out in the table below. 

2.2. We made our conclusions in the context of our work in forming an opinion on the financial 

and performance statements. The purpose of commenting on the underlying environment, 

systems, and controls is to highlight areas for improvement we identified during our audit. 

The grades assigned for 2020/21 are based on the accountability documents relating to that 

year. They are not an assessment of overall management performance, or of the 

Commission’s effectiveness in achieving its financial and service performance objectives. 

(See the explanation of the grading scale and underlying scope at the end of this letter.) 
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Management control environment 

2020/21 – Very good We have made no recommendations for improvement.  

2019/20 – Very good  

Comment 

We found that appropriate policies, systems, and controls were in place and appeared to be 

operating effectively. 

Financial information systems and controls 

2020/21 – Very good We have made no recommendations for improvement. 

2019/20 – Very good  

Comment 

We found that appropriate policies, systems, and controls were in place and appeared to be 

operating effectively. 

Performance information and associated systems and controls 

2020/21 – Good We have recommended that some improvements be made. 

2019/20 – Good  

Comment 

We acknowledge the progress the Commission continues to make to its performance 

reporting, and its approach to recognise the cyclical nature of its work. E.g., using trend 

information over a number of years. 

We continue to recommend that the Commission further develop its strategic performance 

reporting framework. The key area where the Commission should continue to focus on 

improving is in its higher-level reporting (impact measure reporting). 

We have provided feedback on the early drafts of the SPE for 2021/22 and discussed our 

comments with management while these documents were being developed. 

Other than the matters mentioned above, we found that appropriate systems and controls 

were in place. 

3 Legislative compliance 

3.1. We reviewed the systems and procedures that the Commission uses to identify and comply 

with legislative requirements. Our work focused on areas that could pose a risk to the 

statements on which we express an opinion – the financial statements and the performance 

statements. No issues arose that we need to draw to your attention. 
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I would be pleased to meet with you if you require further information about the matters mentioned in 

this letter or about our audit of the Electoral Commission. 

 

Nāku noa, nā 

 

Johnny Tramoundanas-Can 

Sector Manager 
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APPENDIX  

Explanation of the approach, scope, and grades used 

1. The reporting under Part 3 of this letter, Environment, systems, and controls for measuring 

financial and service performance (ESCO), is a by-product of the underlying audit work carried 

out to form an opinion on the financial and performance information. Its scope is limited to 

those aspects of the management control environment, information systems, and controls that 

the auditor has given attention to during the audit. The approach taken covers the following 

three aspects. 

Aspects 

A. Management control 

environment 

This is the foundation of the control environment and might 

include consideration of the following: 

 clarity of strategic planning/the way the entity manages and 

reports performance; 

 communication and enforcement of integrity and ethical 

values; 

 commitment to competence; 

 participation by those charged with governance – for 

example, the involvement and influence of Audit Committee 

and Board (or equivalent); 

 management philosophy and operating style; 

 organisational structure; 

 assignment of authority and responsibility; 

 human resources policies and practices; 

 risk assessment and risk management; 

 key entity-level control policies and procedures; 

 information systems and communication (including 

information technology planning and decision-making); 

 monitoring; and 

 legislative compliance arrangements. 

B. Financial 

information systems 

and controls 

These are the systems and controls (including application-level 

computer controls) over financial performance and financial 

reporting, and include the following: 

 appropriateness of information provided and reported; 

 presentation of financial information; 

 reliability of systems; 

 control activity (including process-level policies and 

procedures); and 

 monitoring. 
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C. Performance 

information and 

associated systems 

and controls 

This concerns the quality of the main measures of outcomes or 

impacts and performance measures selected for reporting 

against, as well as the systems and controls (including 

application-level computer controls) over performance reporting, 

and includes the following: 

 appropriateness of information provided and reported; 

 review of the associated forecast information and 

Information Supporting the Estimates; 

 the audit of the current reporting period performance 

information and main measures of outcomes/impacts in the 

annual report; 

 reliability of systems; 

 control activity (including process-level policies and 

procedures); and 

 monitoring. 

Comments and grades are based on conclusions drawn from the 

performance information and annual report for the current 

reporting period. Further comment on improvements in progress 

might be included in a subsequent section on significant matters 

of audit interest. 

2. Recommendations for improvement are generally limited to those findings that the auditor 

considers are the more notable weaknesses in the design or operation of the management 

control environment, information systems, or controls. The recommended improvements 

determine the grade assigned. A single, serious deficiency drawing a recommendation for 

improvement might, of itself, determine the grade. Similarly, the most serious deficiency 

among several will draw a stronger recommendation and affect the grade accordingly. 

3. Deficiencies in the management control environment, information systems, or controls are the 

gaps between what auditors observe and what auditors consider, in their professional 

judgement, constitutes best practice. Auditors’ professional judgement is informed by many 

factors, including national and international standards, knowledge of best practice, and 

standards and expectations for the public sector in New Zealand. 

4. To help ensure the relevance to all entities of the auditor’s recommendations and grading, the 

auditor’s recommendations are made with reference to what is considered best practice, given 

the size, nature, and complexity of the entity. Thus, notions of best practice will vary among 

entities because what is considered necessary, sufficient, or beneficial for some entities might 

not be so for others. There is, therefore, not a “one size fits all” standard across the public 

sector. Rather, recommendations for improvement are based on the auditor’s assessment of 

how far short the entity is from a standard that is appropriate for the entity’s size, nature, and 

complexity of its business. 
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5. Further, notions of best practice might vary over time in response to change – for example, 

changes in the operating environment, changes to standards, and changes in general 

expectations. Therefore, grades assigned to entities might fluctuate from year to year 

depending on how entities respond to changes in the environment and in best-practice 

expectations. Grades might also be affected from year to year because of changes in 

emphases, in line with the auditor’s risk-based approach to testing systems and controls. 

6. Improvements are recommended only when it is considered, in the auditor’s judgement, that 

the benefits of the improvements would justify the costs. 

7. Recommendations for improvement are based on the auditor’s conclusions about the state of 

the entity’s management control environment, information systems, and controls as at the end 

of the financial year. 

8. The following table explains what each grade means: 

Grade Explanation of grade 

Very good We have made no recommendations for improvement. 

Good We have recommended that some improvements be made. 

Needs improvement We have recommended that major improvements be made at 

the earliest reasonable opportunity. 

Poor We have recommended that fundamental improvements be 

made urgently. 
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