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Executive Summary 
This report is the last in a series of three reports progressively covering the fi nancial statement and performance indicator 

audits undertaken by the Offi  ce in the 1996 audit cycle. 

The report covers: 

An Overview of the state of fi nancial and performance indicator reporting across government, following the completion 

of the 1996 audit cycle. 

The outcome of a Review of the Consolidated Financial Statements of the Government of Western Australia. 

The fi ndings of 113 fi nancial statement and 94 performance indicator audits reported under Ministerial Portfolio. 

Three government-wide issues of suffi  cient signifi cance to report to the Parliament emerging from these audits. 

Overview Of Financial And Performance Indicator Reporting In 
Government Agencies 1996 
Financial Statements 
338 fi nancial statement audits were completed. 

29 agencies received a qualifi ed audit opinion (compared to 27 in 1995). 

A signifi cant number of agencies still experienced diffi  culty in preparing accurate accrual based fi nancial statements and 

an unacceptable number of fi nancial statements were returned for correction. 

Many agencies were unable to meet statutory reporting deadlines and were late (or applied for and received extensions 

of time) in submitting their fi nancial statements. 

12 Departments, 13 Statutory Authorities and 104 Hospitals were granted extensions whilst 3 Departments and 13 

Statutory Authorities failed to obtain an extension and meet the deadline. 

Accrual based fi nancial information is only being used at year end to comply with statutory reporting obligations, with 

implementation of accrual accounting systems given less attention and lower priority. 

Performance Indicators 
291 formal audit opinions were issued on agencies’ key program Performance Indicators. Qualifi cations totalled 161 and 14 

agencies failed to submit indicators. The 116 unqualifi ed opinions is a considerable improvement on the 70 issued in 1994-95 

and now comprise those agencies responsible for approximately 76 per cent of public sector expenditure. 

Review Of Consolidated Financial Statements Of The Government Of 
Western Australia 
Treasury has for the last three years presented the Government’s consolidated fi nancial statements on an accrual basis in a 

proactive response to a new Australian Accounting Standard (AAS 31 “Financial Reporting by Governments”), which is to come 

into force in mid-1999. 

A review of this process concluded that the consolidated fi nancial statements were of a high quality and were consistent with 

AAS 31. Major specifi c fi ndings included: 

Treasury and Main Roads WA do not use the same methodology to determine the value of land under roads, resulting in a 

$3.086 billion diff erence in the valuation. 

At June 30 1995 there was a $449 million diff erence between the way Treasury and the Government Employees’ 

Superannuation Board measured the State’s unfunded superannuation liabilities which diff erence remains unresolved. 
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A consistent basis needs to be developed for identifying and accounting for crown land. 

Improvements are needed to controls over data collection systems. 

Government-Wide Issues 
Quality and Timeliness of Financial Reporting 
Eight Departments and 22 Statutory Authorities (from the 113 agencies covered in this report) failed to submit fi nancial 

statements and performance indicators within statutory deadlines, whilst the fi nancial statements of 21 agencies required 

signifi cant adjustments. Seven of these sets of fi nancial statements were returned for re submission. 

Accounting for Employee Entitlements 
Agencies continued to experience diffi  culty with the implementation of Australian Accounting Standard (AAS 30) ‘Accounting 

for Employee Entitlements’. The fi nancial statements of 3 agencies were qualifi ed and comments on the application of this 

Standard were included in the management letters of 30 agencies. 

The most signifi cant problems related to the determination of long service leave. Most adjustments arose from agencies failing 

to include salary on-costs (such as payroll tax and superannuation contributions), inaccurate leave records, and inaccurate 

calculations. 

General Controls Over Computerised Accounting Systems 
Many agencies still do not apply adequate control procedures over computerised accounting systems thereby increasing the 

risk of fi nancial loss, incorrect fi nancial reporting and systems failure. 

Weaknesses were identifi ed in controls in the following areas: system development and implementation, security, software 

change, database management, and disaster recovery and contingency planning. 

Ministerial Portfolios 
113 fi nancial statements and controls and 94 performance indicator audits are covered in this section. 

Financial Statements 
11 agencies received a qualifi ed audit opinion (with fi ve agencies receiving qualifi cation for more than one reason). 

The reasons were: defi ciencies in controls, recording and valuation of non-current assets (6 instances); defi ciencies in controls 

relating to purchasing and expenditure of moneys (3); non-compliance with accounting standards (3); non-compliance with 

legislation (2); Board not properly constituted (1); and defi ciencies in controls over cash transactions (1). 

Performance Indicators 
41 agencies received qualifi ed opinions. 

Reasons were: no effi  ciency indicators (14 instances); no data or unreliable data (11); indicators not relevant (10); eff ectiveness 

indicators not comprehensive (7); no relevant eff ectiveness indicators (4); performance indicators not submitted (4); effi  ciency 

indicators not comprehensive (3); and irrelevant information reported (2). 

Other Audit Findings 
240 issues, primarily relating to fi nancial statement diffi  culties and control weaknesses, were raised in management letters to 

agencies. Whilst individually minor, these matters do need to be addressed by agencies to improve fi nancial reporting and 

internal controls. 


