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Background 
General Reports are prepared in response to the requirement established in section 95 of the Financial Administration and Audit Act 1985. 

The over-riding objective is to provide Parliament and other interested parties with an overview of the standard of accountability across the 

Western Australian Public Sector. 

The outcomes of completed fi nancial statement and performance indicator (attest) audits are summarised under each Minister’s portfolio 

whilst complementary performance and other examinations are reported as government-wide or specifi c issues. For the fi rst time these 

latter issues include follow ups of certain performance examinations reported since 1992. Follow up of matters raised in previous General 

Reports are again included in a separate section entitled ‘Progress Made by Agencies’. 

Three good practice and other publications prepared as an adjunct to audit activities to enhance the understanding of accountability 

obligations are also included. 

Public Sector Attest Audit Practice Statement 
While the Financial Administration and Audit Act 1985 has not changed greatly since its enactment, operational and fi nancial management 

and reporting has changed signifi cantly. Accordingly, to assist in understanding the nature of the Auditor General’s relationship with 

Parliament and public sector agencies the: 

role and legislative mandate of the Auditor General; 

standards of public sector audit work; 

requirements regarding audit opinions; and 

details of control, compliance and accountability examinations 

have been set out in the context that Parliament is the primary client of the Auditor General. 

To clarify respective roles in the discharge of accountability, the responsibilities of agency management have also been outlined. 

Overview of Audits Performed 
Since the Second General Report for 1995 a further 232 attest audits have been completed which brings to 344 the number of audits 

completed and reported for the 1994-95 audit cycle. All but nine audits with balance dates in the period July 1, 1994 to June 30, 1995 have 

been completed. Final fi nancial statements for three cemetery boards and six request audits have yet to be submitted to the Offi  ce for audit. 

The outcomes of attest audits are reported as follows: 

Financial Statement Audit Work 
Satisfactory 

Where the opinion is qualifi ed, explanations have been provided 

Where other signifi cant matters have come to notice they are commented upon. These matters may draw attention to other 

unsatisfactory fi ndings, provide information to Parliament on important developments or compliment agencies on accounting and 

related matters. 

Other Audit Findings 
Results of Controls, Compliance and Accountability (CCA) Examinations; and 

Legal Compliance Matters 

Statistics on each of these areas are detailed in Table 1:

Financial Statement Audits Other Audit Findings
Satisfactory 

Findings
Qualifi ed 
Opinions

Other 
Matters

CCA 
Examinations

Legal 
Compliance

Included in this report 20 12 14 9 1
Included in Second General Report for 1995 98 8 6 29 Nil
TOTALS FOR 1994-95 AUDIT CYCLE 304 20 20 38 1
Table 1: Audits Completed
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Performance Indicator Audits 
Essentially the requirement to examine performance indicator reports prepared by agencies has involved a two tiered approach whereby 

opinions are provided where reported performance indicators satisfy all of the requirements of the legislation and assessments are provided 

where reported indicators require further development. Performance indicator audits completed for the 1994-95 audit cycle are summarised 

in table 2 below: 

Clear 
Opinions

Assessment 
Issued

No Indicators 
Submitted

Included in this report 24 181 1
Included in Second General Report for 1995 35 38 7
TOTALS FOR 1994-95 AUDIT CYCLE 59 219 8
Table 2: Performance Indicator Audits completed

Qualifi ed Opinions on Financial Statements 
Twelve audit opinions were qualifi ed as follows: 

non compliance by the WA Coastal Shipping Commission with the terms and conditions of the partial exemption from the State Supply 

Commission Act 1991 in that open public tenders were not called and the delegated limit of $500 000 for the purchase of goods and 

services was exceeded in the letting of the stevedoring contract; 

an audit opinion could not be given in respect of the operating results or the fi nancial position of the Building and Construction Industry 

Training Board for its 1994 fi nancial year due to inadequate controls and accounting records resulting in the opening balances of the 

1995 fi nancial statements not being verifi able; 

opening balances of fi xed assets and depreciation for the Derby Regional Hospital could not be verifi ed because of the prior year’s audit 

qualifi cation; 

the provision of benefi ts to an offi  cer of the Western Australian Sports Centre Trust without the necessary authorisation; 

doubt existed concerning the carrying value to be derived from capitalised expenditure of $1.139 million on a Subiaco Redevelopment 

Authority redevelopment project if the project does not proceed; 

action not taken by the Police Licensing and Services Division to recover all revenue due for collection and rebates being provided to 

Seniors Card holders without legislative authority; 

the fi nancial activities of Healthcare Linen were not operated through the Consolidated Fund resulting in the Parliament not being able 

to exercise control over public moneys; 

the provision of funds by the Health Department from the Hospital Fund Act 1930-1937 to certain public hospitals to assist in the 

restructuring of and improvement of health services did not comply with legislative requirements; 

the Boddington District Hospital Board made payments in advance of receipt of goods placing it at risk of fi nancial loss; 

the Boddington and Kondinin District Hospital Boards did not carry out stocktakes of fi xed assets; 

construction costs in respect of completed buildings at the Northam District Hospital were misclassifi ed as works in progress instead of 

being capitalised which also resulted in the depreciation charge being understated; and 

the Aboriginal Lands Trust - Mining Rents and Royalties Trust Account continued to operate a trust account without Treasurer’s approval 

for either the trust statement or bank account. 

Government Wide and Specifi c Issues (Including Performance 
Examinations Follow Up) 
These matters generally have an impact on a substantial part of the public sector or are audit issues that warrant reporting separately due 

to their complexity, importance or impact on a particular agency’s operation and performance. 

Disaster Recovery of Computer Systems 
The conversion of information systems from mainframe to midrange (minicomputer) systems continues to be a major trend within the 

public sector. The initial investment by each agency in these systems ranges from approximately $100 000 to $600 000 per system. A 

sample of ten representative agencies was selected and their hardware/software backup arrangements were assessed to establish whether 



agencies had adequate backup computer facilities to be used in the event of a disaster, such as fi re or water damage, or major component 

failure befalling their ‘live’ computer facilities. 

The key fi nding from this review was that some agencies which have converted to midrange computing technology need to improve 

their capability to recover from computing disasters or major systems failure. It is recommended that agencies coordinate disaster recovery 

backup sites, thereby facilitating continuity of business operations and minimising the risk and overall cost to agencies and the government. 

Performance Examinations Follow Up 
Performance examinations are routinely followed up in order to gauge action taken on recommendations and progress achieved. It was 

generally found that most recommendations had been or were in the process of being implemented. Details are: 

Management of Government Social Concessions 

Concessions on government goods and services are the major form of social assistance provided by the State government. A recent survey 

by the Offi  ce of Seniors’ Interests identifi ed 44 agencies providing social concessions worth around $250 million annually. The concessions, 

received as a discount or rebate, are mainly directed at essential goods and services such as power, water, transport, education, housing and 

health. A smaller number of minor value concessions are also directed at improving quality of lifestyle. 

Key fi ndings were that concerns raised in 1992 about the lack of a coordinated whole of government approach to targeting, monitoring and 

evaluating concessions are now being addressed by: 

development of a government wide concessions data base; and 

Treasury commitment to a whole of government review of concessions. 

Grants to Non-Government Organisations 

Non-government organisations (NGOs) are not-for-profi t organisations that are generally concerned with the provision of services to the 

community. NGOs are independent of government and are not part of the public sector. Financial assistance to NGOs has tended to increase 

over time as both the number of NGOs and the scope of their services have increased. State government funding of NGOs makes up a 

signifi cant proportion of total government expenditure (over $320 million in 1994). 

Key fi ndings from this examination were that some public sector agencies have made signifi cant changes to the management principles 

and practices used for grants to non-government organisations. The opportunity now exists for other agencies to ensure that they have 

similar grant management arrangements in place. It is timely for a central government agency to implement strategies to further the 

adoption of these principles and practices more generally. 

The Management of Properties Acquired for Main Roads 

The primary function of the Commissioner of Main Roads (Main Roads) is to plan and construct roads. However, in order to do this properties 

which are aff ected by proposed road works may be purchased by Main Roads prior to any road works commencing. At June 30, 1995 the 

total value of these properties was over $100 million. 

Priorities may also change, which may delay road projects proceeding. In the meantime properties which are not required for road works in 

the short term are rented out. Main Roads has estimated that properties to the value of $56 million suitable for rental in 1994-95 generated 

rental revenue totalling $2.2 million. 

The key fi nding from this examination was that the Commissioner of Main Roads has further improved the management of properties 

acquired for road works and has addressed all issues raised in 1993. 

Utilisation of Government School Facilities 

In March 1994, a report was presented to Parliament on the Utilisation of School Facilities in the Metropolitan Area, showing that in many 

metropolitan primary and high schools, eff ective use was not being made of some school facilities either by the schools themselves or by 

the local community. 

Planning and management of school facilities were also identifi ed as areas in need of improvement. Information required for eff ective 

decision making was often unavailable. Strategies were not in place to enable management to vary accommodation in response to changes 

in student numbers. 

The key fi ndings of this examination are: 
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The Education Department of Western Australia has made signifi cant progress towards improving the planning for and management of 

school facilities. Some under utilised schools have already been closed or amalgamated. It is too early, however, to determine the extent 

to which the policies and strategies developed are resulting in real cost effi  ciencies. 

There has been an improvement in community access to school facilities, and some real cost benefi ts have been achieved through 

capital resource sharing. 

The Administration of Pastoral Leases 

The pastoral region of Western Australia covers some 95 million hectares and 558 pastoral leases. In 1994-95 some 44 transfers were 

processed by the Board and approved for transfer by the Minister for Lands. The Board also monitors the condition of pastoral leases and 

obtains assurances from lessees regarding the management of existing or transferred leases. 

The 1994 examination found that the Board was accountable, acted in the interest of the State, and liaised well with relevant agencies. 

However, the report found that the eff ectiveness of the Board could be enhanced and 12 recommendations were made. 

This follow up examination found that the Pastoral Board has made considerable progress towards improving the eff ectiveness of its 

administration of Pastoral Leases. 

Child Care 

The 1993 report made a number of recommendations regarding the role of the Department for Family and Children’s Services (the 

Department) in child care, including the need to: clarify the objective of the children’s services role of the Department and develop measures 

of the eff ectiveness and effi  ciency of that role; improve the means by which child care needs are assessed and ensure transparency of 

that process; broaden the base of child care provision in the community; and improve cooperation with the counterpart Commonwealth 

department and with the Education Department of Western Australia. 

This follow up examination found that: 

The Department for Family and Children’s Services has taken steps to clarify its children’s services objectives and performance indicators 

and has enhanced the delivery of information to the public. 

The Department is working more closely with the Education Department of Western Australia and with its Commonwealth counterpart 

and has recently agreed with the Commonwealth to review the needs-based planning approach to joint child care programs. 

Two wide ranging studies of child care currently under way and have the potential to impact how and by whom children’s services are 

delivered. 

Government Employees Superannuation Board - Weststate Superannuation Scheme 
The Government Employees Superannuation Board (the Board) has established a non contributory scheme known as the ‘Weststate 

Superannuation Scheme’ (the Scheme) to cater for all government employees not covered by other employer-sponsored superannuation 

schemes. Legislation to establish the scheme from July 1, 1992 was passed by the Parliament in September 1993 and the Board commenced 

the development of a new fi nancial management system in May 1993 to facilitate the management of the Scheme. It was initially anticipated 

by the Board that the system would be completed and operational by July 1994 at an estimated cost of $598 000. However, complexities 

associated with the legislation and other operational problems caused diffi  culties in developing the detailed specifi cations for the proposed 

system. 

By December 1993 the Board determined that initial project goals would not be met, that project resource requirements had been 

underestimated, and that the Board did not have the in-house resources to complete the project. Consequently it was decided to utilise 

external resources. Current projections are that the system will be fully operational by July 1996, at a cost of approximately $3 million. 

Public Health Sector 
The public health sector has been subject to extensive management reform in recent years with the objective of delivering more effi  cient 

and eff ective health services in an accountable manner. These reforms have impacted on many non teaching hospitals and have given rise 

to a number of controls and compliance issues. The key fi ndings from audit work done in this area were: 

Accounting Expertise at Non Teaching Hospitals 

Financial statements submitted for audit by non teaching hospitals required numerous amendments and the generally poor quality of 

these fi nancial statements can be directly attributed to a lack of appropriately skilled accounting staff  as well as ineff ective quality review 

procedures. 
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Purchasing of Goods and Services At Non Teaching Hospitals 

Although most personnel involved in the purchase of goods and services demonstrated a reasonable awareness of guidelines issued by 

the State Supply Commission and Government Health Supply Council, some problems relating to their application were noted including: 

The purchasing policy and procedures manuals governing the procurement of goods and services were generally not well maintained. 

Controls needed to ensure goods and services purchased were appropriately authorised were poor. 

Inconsistent interpretation and application of purchasing policies and procedures resulting in purchases being made outside authorised 

limits. 

Human Resources Information Systems at Non Teaching Hospitals 

Responsibility for the operation of personnel and payroll systems has been devolved to a number of non teaching hospital sites and has 

resulted in potential internal control weaknesses relating to security controls where these responsibilities were not adequately resourced. In 

addition, non teaching hospitals’ information systems back up and recovery procedures were not being properly documented. 

Internal Audit 

An eff ective internal audit function was not maintained by the Health Department of Western Australia or the respective Health Services 

Provider Units (excluding Teaching Hospitals) during 1994-95 as required by section 53 of the Financial Administration and Audit Act 1985. 

In addition, a range of matters were raised with individual hospital management upon the conclusion of audits. A summary of the areas 

reported is: 

Audit Finding Reported Number of 
fi ndings

1. Basic Accountability * 

[e.g. Incurring & Certifying Offi  cers not signing off  & payroll reconciliations not performed.]
38

2. General Controls 

[e.g. Ineff ective internal audit function & no internal checking program (MICA)]   
219

3. Financial Statements 

[e.g. Problems with maintaining the asset register & non compliance with Accounting Standards (AAS30)] 
95

4. Other 

[e.g. Insuffi  cient insurance coverage] 
66

TOTAL NUMBER OF AUDIT FINDINGS

* Although basic housekeeping type issues, such defi ciencies can facilitate fraudulent behaviours.  
418

Other Matters Arising from Attest, Performance Indicator and Controls, 
Compliance and Accountability Examinations 
Financial statements and performance indicators within statutory deadlines 
A number of marketing authorities committees and a commission failed to submit performance indicators and/or fi nancial statements 

for audit within the two month time period allowed and not all of the Boards of theses agencies passed a resolution adopting the 

fi nancial statements and performance indicators. 

The Department of the Arts failed to prepare and submit fi nancial statements within the prescribed time. 

Other matters raised 
An informal computer disaster recovery arrangement made by the Department of Land Administration with another public sector 

agency had not been tested and computer systems administrators at the Department had access rights in excess of those needed to 

perform their normal functions within client server systems. 

Weaknesses in controls were noted over the Government Employees’ Superannuation Board’s computerised systems relating to 

inadequate physical security absence of formally documented contingency plans and inadequate management review of 

system changes. 
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The Swan River Trust paid a $750 000 grant prior to the fi nalisation of the terms and conditions of an agreement. 

A new contract entered into by the Department of Conservation and Land Management for the harvesting and marketing of sandalwood 

has resulted in savings of more than $650 000 to the State. 

The Commissioner for Workplace Agreements and the Department of Productivity and Labour Relations had inadequate controls in 

place to ensure that all assets are recorded and accounted for in their Registers of Public Property. 

At the Health Department there remains uncertainty as to the treatment of interest moneys earned on private trust accounts. 

Lack of proper controls over the take-up of information to new fi nancial systems by the Peel Health Service. 

Weaknesses in fi nancial management practices in relation to the Education Department’s First Steps Consulting Unit were noted and 

negotiations have been entered into with a publisher about the unsatisfactory nature of ordering processes. 

Progress Made by Agencies on Matters Raised in the First General Report 
for 1995 and the Second General Report for 1994 
It is pleasing to note that in almost all cases positive steps have been taken by agency management to address concerns raised in previous 

General Reports. 


