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About This Report
This Report summarises the results of 199 fi nancial statement and 167 performance indicator audits completed as part of the 

1997 audit cycle. Audits of the 107 agencies in the Health Sector and tertiary institutions with December 31, 1997 balance 

dates are to be included in forthcoming reports.

The Report covers:

an overview of the results of fi nancial statement and performance indicator audits; 

four signifi cant matters arising from these audits; 

the results of the initial audit of the Consolidated Financial Statements of the State; and 

the results of individual agency audits and other signifi cant issues. 

Results of Financial Statement Audits
Of the 199 agencies subjected to audit, 24 (or 12 per cent) received a qualifi ed audit opinion covering 28 issues, including 14 

for non-compliance with an Accounting Standard.

As part of the audit cycle, around 360 issues were also raised with the executive management of agencies. The more signifi cant 

of these are summarised in the Results of Agency Audits section of this Report.

Results of Performance Indicator Audits
Continuing improvement in the development of performance indicators is being made. Of the 167 agencies required to 

submit indicators, 24 qualifi ed audit opinions (compared with 58 in 1996) were issued with many of these qualifi cations 

relating to only some of the indicators. Fourteen agencies did not submit indicators.

Other Signifi cant Issues
Timeliness and Quality of Reporting 
Many agencies have made progress with the quality and timeliness of reporting, however, a number of departments and 

smaller statutory authorities continue to experience diffi  culties.

Outcomes for 1997 were:

16 agencies (compared with 42 in 1996) did not meet statutory reporting timelines. This included fi ve large departments 

with assets of around $4.3 billion; 

adjustments identifi ed in around 90 agencies totalling $550 million (gross) out of audited assets of $54 billion and 

expenditures of $13.5 billion; and 

continuing problems in some agencies with the preparation of fi nancial statements. 

Recognition of Revenue and Qualifi cation of Departmental Audit Opinions 
Fourteen departments received qualifi ed audit opinions due to a departure from an Australian Accounting Standard. These 

qualifi cations occurred as departments are required to follow a Treasurer’s Instruction which modifi ed the Standard.

Departures from Accounting Standards can aff ect the objectivity and comparability of fi nancial reporting between diff erent 

jurisdictions.

Recognition and Valuation of the State’s Assets 
Agencies have made signifi cant improvements in recognising and reporting on their assets. Issues still to be fi nalised include:

recording all controlled assets in fi nancial statements. As an example, land with a value of around $108 million is not 

recognised in one agency’s fi nancial statements; 

the valuation and recording of heritage and cultural assets; and 

obtaining appropriate valuations for all assets. 
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Implementation of Information Technology Systems 
Reviews of the implementation of fi nancial management information systems in 19 agencies resulted in around 130 issues 

being raised. The more signifi cant of these covered security and data integrity weaknesses which increases the risk of incorrect 

fi nancial reporting and unauthorised transactions.

Consolidated Financial Statements of the State of Western Australia
An unqualifi ed opinion was issued on the 1996-97 Consolidated Financial Statements.

Key results reported in these statements are:

an operating surplus, before abnormal and extraordinary items, of $458 million (1996: $760 million); 

net assets of $33.76 billion (1996: $30.69 billion) with reported assets of $54.36 billion and liabilities of $20.6 billion. Liabilities 

primarily comprise borrowings ($12 377 million gross) and superannuation liabilities of $4 970 million. 

Results of Agency Audits
Included in this section are explanations for qualifi ed fi nancial statement and performance indicator audit opinions as well 

as details of the 14 agencies who did not submit indicators. Other signifi cant issues reported for individual agencies are also 

included.

Matters reported in this section include:
inadequate controls over computer operations such as poor security and access controls, data integrity issues and 

computer back up arrangements. Control weaknesses over computer systems can have a major impact on agencies 

operations and fi nancial reporting as occurred in the case of Agriculture Western Australia and The Agriculture Protection 

Board of Western Australia (the Board’s accounting function is provided by Agriculture Western Australia). 

 An opinion could not be formed on these agencies’ fi nancial statements and an adverse opinion was issued on controls 

as the audit identifi ed signifi cant weaknesses over Agriculture Western Australia’s new fi nancial management information 

system and internal control structure. Weaknesses included:

 inadequate controls over payments resulting in overpayments totalling around $637 000; 

 the original trial balance not reconciling by $34.3 million; 

 security weaknesses which raised concerns over the integrity of transactions; 

 reconciliations to ensure data is completely and accurately processed not being undertaken on a regular basis; and 

 system reporting showing inconsistent results. 

defi ciencies in recording asset purchases and disposals and stocktake procedures; 

lack of regular and timely reconciliations of key accounting records. Issues identifi ed included: 

 errors totalling over $1 million in the general ledger that overstated the agency’s cash balance; 

 reconciliations not being completed on a timely basis which resulted in amounts being held in clearing accounts 

waiting allocation. Amounts involved ranged up to $37 million. 

inadequate controls over grants with a department being unable to obtain evidence from grantees at all times that 

moneys had been expended in accordance with grant conditions; 

overpayments of contracts due to problems with the system database and inadequate enforcement of contract conditions 

(of contracts reviewed totalling $221 000, overpayments of $54 000, including one for $43 000, were identifi ed); and 

opening bank accounts without the required approval. In one agency, transactions made through such accounts which 

were not in the name of the agency and not subject to its internal control systems, resulted in funds totalling $138 793 

being misappropriated ($42 310 recovered). 


