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AUDITOR GENERAL’S REPORT ON AGENCIES IN THE PUBLIC HEALTH SECTOR

I submit to Parliament a Report of the Auditor General pursuant to section 95 of the Financial

Administration and Audit Act 1985.  This Report covers the financial statements and performance

indicators of the department, hospitals and associated bodies within the public health sector under that

Act with a balance date of June 30, 1996 and for which audit opinions have been issued after October

15, 1996.  It includes results of audits requested by the Treasurer.

In recent years I have published two general reports annually to provide insight into completed audits

and to comment on matters of significance arising from audits and examinations.

I propose issuing several reports in 1997 covering the outcome of financial statement, performance

indicator, and controls, compliance and accountability audits in relation to the more than 350 agencies

which comprise the Western Australian Public Sector.

In 1996, the public health sector comprised 117 agencies.  The audits of eight of these were completed

prior to October 15, 1996 and the outcome was included in my Second General Report for 1996.  This

Report covers audits relating to the other 109 agencies operating within the public health sector

for 1996.

The results of audit work are presented in overview on a sector wide basis with more detailed findings

reported on a regional basis in line with the public health sector’s adopted regional focus.  It is

believed that this form of presentation serves to highlight significant issues at the sector level while also

providing insight to accountability issues at the individual agency level on a region by region basis.

D D R PEARSON
AUDITOR GENERAL

June 11, 1997
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This Report focuses on the public health sector. It covers the audit of 109 health

agencies and any significant matters arising from those audits. Audits of the eight

other agencies in the sector were previously reported to Parliament in the Second

General Report of November 20, 1996.

Health Sector Issues

Reporting Delays

One hundred and seven agencies (91 per cent) failed to submit their financial

statements and performance indicators within statutory deadlines. By comparison,

only 5 per cent of all other public sector agencies failed to meet these deadlines.

Most late agencies were granted an extension of time by the Minister for Health,

however 17 agencies (16 per cent) were unable to meet the extended deadline.

Failure to meet reporting deadlines seriously impacts on the accountability process

and Parliament’s ability to make informed decisions.  Health sector agencies must

urgently address the unacceptably high level of non-compliance with reporting

deadlines.

Performance Indicators

Only four agencies received clear audit opinions on their performance indicators,

despite a marked improvement in the overall standard of reporting.

However, these four agencies (which included three of the State’s four teaching

hospitals) account for almost half (46 per cent) of health program expenditure,

with the indicators of the fourth teaching hospital requiring only minimal

adjustment for an unqualified audit opinion.  Additionally, most agencies in the

metropolitan area require only marginal improvement to obtain an unqualified

opinion.

EXECUTIVE
SUMMARY
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Outside the metropolitan area progress by agencies was limited, with few

exceptions.

Major problems included:

omission of key performance indicators;

insufficiently comprehensive indicators;

failure to give necessary benchmarking data or explanatory notes; and/or

presenting irrelevant or inappropriate indicators.

The most significant cause of these problems was a shortage of skills, especially

outside the metropolitan area, and the continuing low priority given to

performance indicators by some agency managers and Boards.

Given the pivotal role performance indicators play in ensuring public sector

accountability, it is essential they be given far greater priority. Struggling agencies

need more support from the Health Department of Western Australia.

Human Resource Information System

Agencies have experienced difficulty in maintaining accurate and reliable payroll

and leave records following the introduction of a single, integrated human

resource/payroll system (HRIS) in the past two years.

These difficulties, primarily due to systems errors, poor training, inadequate

procedure manuals and mistakes in data take-up, highlight a need to maintain

proper internal controls to detect and rectify errors quickly. Apart from improved

staff training and the development of up-to-date procedure manuals, agencies

must also ensure their staff are using the existing capabilities of HRIS to reveal

anomalies.

Teaching Hospitals’ Leave Liabilities

A leave liability occurs when staff become entitled to annual or long service leave.

If staff defer taking this leave, they are “owed” the time and the liability grows.

Beyond the financial implications of funding a growing liability, the potential

impact on operational and patient outcomes that might result from the mental and

physical fatigue experienced by employees who have not taken regular leave must

also be considered.

The leave liability in the State’s teaching hospitals has increased by 36 per cent

(or $26 million) in the past four years to $97 million.

EXECUTIVE SUMMARY
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About half of the apparent growth can be attributed to more accurate reporting

since the adoption of new accounting standards.  However, much of the growth is

a result of changes in salary rates affecting previously accrued entitlements and a

significant proportion is a result of further deferral of leave as hospitals respond to

continued funding pressures.

Issues from Audits of Financial Statements

Errors and omissions meant that more than $56.5 million of audit adjustments were

made to the financial statements of the 117 agencies audited during 1995–96, with

the four teaching hospitals accounting for more than half of this amount.

Although only three agencies received a qualified audit opinion, significantly, over

300 matters of concern were identified and reported to agency management.

Whilst this is an improvement on 1994–95, the number is still far too high.

Key issues identified included:

Inadequate control mechanisms, including:

a breakdown of control as new systems are introduced;

out-of-date accounting manuals, leaving uncertainty about policy and

procedures;

inadequate asset and inventory stocktakes; and

ineffective internal audit.

Financial statement issues, including:

a high frequency of errors in financial statements, particularly land

valuations, assets registers, and employee entitlements; and

continuing difficulties with accrual reporting.

Other issues, such as failure to comply with some requirements of the

Financial Administration and Audit Act 1985, inadequate insurance and

failure to acquit patients’ property correctly.

Audit Results

The more detailed results of audit work are reported on a regional basis in line

with the public health sector’s adopted regional focus.

EXECUTIVE SUMMARY
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With funding of approximately $1 700 million a year, the public health sector accounts

for the largest single allocation from the State budget (about 24 per cent of total

Consolidated Fund expenditure). It comprised 105 hospitals, one department, six

statutory authorities, three incorporated bodies and two audits requested by the

Treasurer. Together these agencies employ over 22 000 people.

The Hospitals Program is the largest component of the expenditure on health

consuming over $1 200 million annually. The State’s four teaching hospitals account

for 63 per cent of the Hospital Program expenditure, followed by the 93 country

hospitals and nursing posts at 25 per cent, and the eight metropolitan non-teaching

hospitals 12 per cent (see Figure 1).

Figure 1: Estimated expenditure under the 1995–96 Hospitals Program

Source:  Agency Annual Reports

Increasing pressure to improve efficiency and productivity has resulted in changes in

almost every area of operation within the health sector. In many areas, the rapid rate

of change has had an adverse impact on control and accountability mechanisms.

This Report provides a summary of the outcome of financial statement, performance

indicator and controls, compliance and accountability audits relating to 109 agencies

operating within the public health sector for 1996, for which audit opinions were

issued after October 15, 1996.

INTRODUCTION

63%
25%

12%

93 Country hospitals
and nursing posts

4 Teaching hospitals

8 Metro non-teaching
hospitals
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Reporting Approach

Audit issues that warrant reporting separately, due to their complexity, importance

or impact on agency operation and performance, are addressed under the Health

Sector Issues section of this Report. Other matters relating to a particular agency

are reported under the Audit Results section which includes comment on “Follow-

up” action taken by agency management arising from matters previously reported.

Acknowledgment

I once again acknowledge and commend the continued efforts of my dedicated

staff in undertaking their exacting and demanding duties. They have applied

themselves in a consistently professional manner and have completed their audit

assignments within tighter timeframes while at the same time coping with

additional demands and the effects of significant change in the entities subject to

audit. I acknowledge their considerable efforts and thank them for their continued

commitment to the public sector audit mandate.

DDR PEARSON

AUDITOR GENERAL

June 11, 1997

INTRODUCTION
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HEALTH SECTOR
ISSUES

Matters addressed in this section relate to findings that generally have an impact

on the whole, or a substantial part of, the public health sector. The findings

primarily represent observations arising from statutory audits of financial

statements and performance indicators and from one controls, compliance and

accountability project at teaching hospitals.

Notwithstanding the matters reported in this section for a particular agency, further

matters relating to that agency may also be reported under the Audit Results

section of this Report.
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HEALTH SECTOR ISSUES

Reporting Delays

Key Finding

91 per cent of agencies in the public health sector did not submit their

financial statements by the statutory reporting deadlines. Although

ministerial approval was granted for additional time to submit

financial statements and performance indicators 16 per cent, or 17

agencies, failed to submit satisfactory financial statements and

performance indicators by the approved extension date.

Background

All public sector agencies are required to submit annual reports to Parliament.

These reports are an important component of accountability, providing Parliament

with information on the agency’s operations, its financial status and its overall

performance. Such information can also assist the Parliament to make informed

decisions for the future.

To ensure that the information reported is timely, the Financial Administration

and Audit Act 1985 (FAAA) establishes key dates for the reporting cycle. It

requires departments and statutory authorities (including hospitals) to submit

financial statements and performance indicators to be audited, as follows:

Required submission date Latest date for issue

of audit opinion

Departments August 15 October 15

Statutory Authorities August 31 November 30

Agencies can apply for, and be granted, an extension of time in which to submit

their financial statements and performance indicators. In such circumstances the

agency must record this fact in its annual report.

Findings

Financial Statements and Performance IndicatorsFinancial Statements and Performance Indicators

As happened in the 1994–95 financial year the Health Department of Western

Australia (HDWA), on behalf of itself and all hospitals, sought approval from the

Minister for Health for additional time to submit their financial statements and
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performance indicators. The HDWA sought these extensions primarily to provide a

broad quality assurance mechanism over all hospitals’ financial statements and

performance indicators submitted.

The extensions granted, and the impact on the required date for issuing audit

opinions, were as follows:

Approved Revised latest date for

extension dates issue of audit opinion

HDWA August 31 October 31

All hospitals September 30 December 31

The Local Health

Authorities Analytical

Committee October 31 January 31

Although additional time was granted, 16 per cent, or 17 agencies (Figure 2) were

unable to submit their statements and performance indicators by the approved

extension date.

Figure 2: Agencies’ performance against reporting obligations

Figure 2 indicates little improvement by agencies in meeting their reporting obligations
between 1994–95 and 1995–96.

Source:  OAG opinions database

Agencies normally commence the annual reporting process prior to June 30,

which means that in some instances the process is taking up to seven months to

complete. This is a significant time for key staff to spend on what is essentially an

historical exercise.

Reporting Delays

HEALTH SECTOR ISSUES
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The extensive delay in submitting annual reports to Parliament significantly

reduces the relevance and usefulness of the information to decision-making about

the sector. This is particularly disturbing in a sector that comprises approximately

24 per cent of total Consolidated Fund expenditure.

The delay reflects poorly on the underlying financial and performance

management systems and procedures operating within the public health sector.

Improved monitoring of key financial and performance information throughout

the year, better forward planning to ensure that reporting requirements can be

fully met and early testing of procedures such as trial end-of-year closure, would

reduce the risk that such delays will continue to occur.

Recommendation

Agencies within the public health sector should implement procedures

to ensure submission of financial statements and performance

indicators within the statutory timeframe. Procedures to consider

include:

early planning for completion of annual reports;

undertake trial year end closure procedures in preceding months;

and

establishment of a reporting requirements checklist.

Reporting Delays

HEALTH SECTOR ISSUES
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Performance Indicators

Key Findings

There has been a marked improvement in the overall standard of

hospitals’ performance indicators in 1995–96.

Although only four agencies (including three teaching hospitals)

achieved unqualified audit opinions on their performance indicators,

collectively they accounted for 46 per cent of total Hospital Program

expenditure. A number of other hospitals fell short of achieving an

unqualified opinion in just one or two areas. Progress elsewhere was

variable.

Background

In common with all public sector agencies in Western Australia, under the FAAA

hospitals are required to report key indicators of their effectiveness and efficiency

in achieving their Program objectives. These key indicators relate to their primary

purpose and provide a high level, yet comprehensive, overview of performance

against program objectives.

The FAAA requires each hospital’s key performance indicators to be audited and

an audit opinion to be formed on whether they are relevant and appropriate,

having regard to their purpose, and fairly represent the indicated performance.

The Special Report “Under Wraps! Performance Indicators of Western Australian

Public Hospitals” tabled in Parliament in August 1996 concluded that hospitals had

achieved only marginal improvements in the standard of performance indicators

reported in 1994–95, and these provided external users with little useful

information about hospital performance.

1995–96 is the first year formal audit opinions have been provided on the

performance indicators presented by public hospitals in Western Australia.

FindingsFindings

Overview of Performance Indicator AuditsOverview of Performance Indicator Audits

There was a marked improvement in the overall standard of performance

indicators submitted for audit, however only four agencies (Fremantle Hospital,

King Edward Memorial and Princess Margaret Hospital, Royal Perth Hospital and

the Quadriplegic Centre Board) received unqualified audit opinions.

HEALTH SECTOR ISSUES
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These four agencies did, however, represent 46 per cent of the Hospitals Program

expenditure (Figure 3). The performance indicators of Western Australia’s fourth

teaching hospital (Sir Charles Gairdner Hospital) although qualified, were

generally relevant and appropriate and require only minimal attention to some

details to achieve an unqualified audit opinion.

Figure 3: The percentage of qualified opinions put into context with the level of
expenditure

Although few in number the agencies with unqualified opinions on performance
indicators accounted for a large part of expenditure.

Source:  OAG & Agency financial statements

Together the State’s four teaching hospitals accounted for about 63 per cent of the

total Hospitals Program expenditure in 1995–96 and 59 per cent of total health

sector assets. This means that performance indicators for a significant portion of

the State’s Hospitals Program budget were presented in a format that is relevant

and appropriate for assisting users in assessing performance in 1995–96.

All teaching hospitals and the Quadriplegic Centre Board are to be commended

for the significant progress they have made in the development of key

performance indicators.

In addition, the performance indicators presented by most non-teaching

metropolitan hospitals in 1995–96 reflected a general improvement in quality

when compared with previous years. Some fell short of achieving an unqualified

opinion in only one or two areas, such as a failure to report key effectiveness

indicators that addressed the accessibility component of the Program objective.

Performance Indicators

HEALTH SECTOR ISSUES
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With a few exceptions, the progress made by hospitals outside the metropolitan

area was limited and the quality of the performance indicators presented by them

varied widely.

Common Denominators of Unqualified Audit OpinionsCommon Denominators of Unqualified Audit Opinions

Those hospitals which received an unqualified opinion presented performance

indicators which provided external users with useful and meaningful information,

across the range of services provided, on how well they had achieved their

objectives and the efficiency with which they had used their resources.

In particular, the effectiveness indicators of these hospitals addressed all

components of the Program objective, and their efficiency indicators gave a

meaningful overview of efficiency by relating inputs to outputs weighted, where

appropriate, to reflect the hospital’s case mix. By benchmarking their indicators,

through comparisons with previous years’ performance and the performance of

other hospitals, and making full use of explanatory notes, the hospitals added to

the usefulness and meaning of the performance indicators reported.

The factors identified as contributing to the success of these hospitals included:

a culture of performance management and recognition by senior management

of the value of performance information in the efficient and effective

management of their hospital;

senior management interest and involvement in the development of

performance indicators;

the allocation of senior staff with relevant skills and experience to the task of

pulling together the key performance indicators for external reporting;

the design and selection of key performance indicators early in the reporting

year so that relevant and timely data can be collected; and

early consultation with the Office of the Auditor General on audit standards

and requirements.

Common Shortcomings of Qualified Audit OpinionsCommon Shortcomings of Qualified Audit Opinions

Common reasons why hospitals’ performance indicators were qualified or where

an audit opinion was unable to be formed included:

Program objectivesProgram objectives

An opinion could not be formed on the performance indicators of 24 hospitals

because they reported performance indicators against objectives that did not

adequately reflect the Hospitals Program objective. Of these, 16 hospitals reported

performance indicators against the previous year’s Program objective that was “to

Performance Indicators

HEALTH SECTOR ISSUES
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restore those who require hospital treatment for illness or injury to their optimum

health and to provide obstetric care”. As the term “optimum health” could not be

defined, this objective was considered to be unmeasurable. A further five hospitals

did not include objectives with their performance indicators.

Relevance of indicators to objectivesRelevance of indicators to objectives

The performance indicators presented by 42 hospitals included effectiveness

indicators that were not key indicators, or were otherwise not relevant to the

“accessibility”, “quality standards” or “acceptability” components of the Hospitals

Program objective. Indicators of workload or measures which related to internal

operational matters were submitted by 44 hospitals as “key efficiency indicators”.

Appropriateness of indicatorsAppropriateness of indicators

To be appropriate for assisting users to assess performance, key indicators should

be set against benchmarks of goals or targets, previous performance or the

performance of similar agencies. They should also be supported by explanatory

notes, which set out clearly how each indicator was derived and any variations

from the previous year in the way in which it was derived. The notes should

explain why an indicator is considered to be a key indicator of performance and

how the indicator can be used to assess performance. Notes should also be used

to explain any significant variances in trends.

Twenty hospitals presented relevant performance indicators that were not

appropriate because of the lack of adequate benchmarking data. Sixty-four

hospitals had relevant indicators that were appropriate but were not supported by

sufficient or otherwise adequate explanatory notes.

Fair representation of indicatorsFair representation of indicators

Assessments of fair representation were undertaken only in respect of those

performance indicators that were relevant and appropriate. Fifteen hospitals

presented indicators that were relevant and appropriate but did not fairly

represent the indicated performance. Shortcomings most usually related to

unreliable underlying information systems or to the indicators being based on

samples that were either too small in size or unrepresentative of the population

being measured.

Thirty-seven hospitals presented performance indicators, which, as a package,

were not sufficiently comprehensive to fairly represent performance, in that the

effectiveness indicators did not adequately address all components of the Program

objective. In particular, 29 of these hospitals had difficulties in designing key

performance indicators that addressed the provision of “accessible” hospital

Performance Indicators

HEALTH SECTOR ISSUES
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services. Further, the performance indicators of 13 hospitals addressed services to

inpatients only. They did not address the provision of services to outpatients and

emergency patients.

Developments in 1996–97Developments in 1996–97

Although marked improvement has been noted in the overall standard of

hospitals’ performance indicators in 1995–96, further work needs to be done if

more hospitals are to achieve an unqualified audit opinion in 1996–97.

The full impact of the August 1996 Special Report “Under Wraps! Performance

Indicators of Western Australian Public Hospitals” recommendations is expected to

be felt in 1996–97. Following a period of consultation, a working party

coordinated by the HDWA has developed comprehensive guidance for hospitals

on key performance indicators, which the Department is planning to issue before

the end of the financial year.

Together, these initiatives should stimulate further improvement in the standard of

performance indicators presented by hospitals in 1996–97. However, some of the

concerns raised in the “Under Wraps!” report remain, particularly about the

continuing low priority given to the development of performance indicators by

some hospital and health service general managers and Boards. There also

remains a need to address skills available in some hospitals outside the

metropolitan area either through further training or provision of expert support via

a mechanism such as a helpline.

The introduction of Output Based Management has caused the Department to

change its program structure for 1997–98. The new structure includes just one

Health Program objective for 1997–98, with performance indicators being reported

by the Department for ten output groups, each of which will focus on a group of

related health conditions. The Department has not yet resolved how hospitals will

report under the new structure.

Performance Indicators

HEALTH SECTOR ISSUES



16

HEALTH SECTOR REPORT 1997

Recommendations

Hospital Boards and health service general managers should ensure

satisfactory performance indicators are reported as an integral part of

their public accountability.

The Health Department of Western Australia should consider the costs

and benefits of supplementing the guidance they are proposing to issue

to hospitals, with further assistance to improve the standard and

consistency of hospital performance indicators.

Performance Indicators

HEALTH SECTOR ISSUES



17

HEALTH SECTOR REPORT 1997

Human Resources
Information System

Key Finding

Poor training, inadequate procedure manuals, errors in data take-up

and system errors resulted in health services experiencing difficulties

in maintaining accurate and reliable payroll and leave records during

the introduction of the Human Resource Information System (HRIS).

Background

The public health sector has been implementing a single integrated human

resource/payroll system over the last two years. This system maintains the

hospitals’ personnel information records and is responsible for paying salaries

totalling $950 million annually.

The system operates on minicomputers at the Health Department of Western

Australia (HDWA) and at major health sites around the State. The health sites

provide bureau services to hospitals within their region and are now responsible

for system controls that were previously maintained by HDWA.

This review examined the financial and management controls in the system across

all HRIS sites and focused on whether:

internal controls were adequate and effective;

take-up of data into the system was complete and accurate;

the system met the needs of its users; and

leave provisions were correctly calculated.

Findings

Common problems identified at health sites that affected the reliability and

accuracy of payroll records related to poor internal control, incorrect use of the

system and system errors. Material errors detected at these sites have since been

corrected. The problems identified included:

Key payroll controlsKey payroll controls

A number of control mechanisms are needed with any payroll system to reduce

the risk of error. At some sites, key controls had been discontinued when the new

system was implemented. These included:

HEALTH SECTOR ISSUES
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certification of acquittance sheets, which increased the risk that payments

might be made to people who were not legitimate employees;

reconciliations between the general ledger and HRIS, which increased the risk

that payroll costs might be inaccurately recorded in the general ledger and the

financial statements; and

independent checks of master file updates, which increased the risk that

updated information was incorrect or incomplete.

The absence of these controls increases the risk that future errors will remain

undetected.

System controls for data errorsSystem controls for data errors

HRIS has the facility to provide limit checks that test for reasonableness by

comparing data to pre-set acceptable values. At some sites, testing revealed the

existence of some large negative leave balances, which had been caused by a

combination of system and input errors. Because the limit checks were not being

used, these incorrect leave balances were not detected. The HRIS Statewide

Implementation Group has advised that the HRIS software has now been refined

to detect incorrect negative leave balances.

Incorrect take-up of leave balancesIncorrect take-up of leave balances

HRIS requires leave to be taken up in weeks but at some sites unfamiliarity with

the system requirements resulted in the hours of leave being entered instead,

causing leave balances and leave liabilities to be overstated.

Incorrect take-up of leave anniversary datesIncorrect take-up of leave anniversary dates

Incorrect take-up of leave anniversary dates resulted in the system accruing

employees’ entitlement to new long service leave sooner than it should.

Incorrect payroll informationIncorrect payroll information

HRIS automatically generates the standard hours that employees should work

under an industrial award. In several hospitals, payroll staff did not know how to

correctly set up award details for employees working an 80 hour fortnight rather

than 75 hours.

Many of these problems could have been avoided had the users been provided

with adequate training and up-to-date procedure manuals. Other problems would

have been detected sooner had management been regularly reviewing exception

reports.

Human Resource Information System

HEALTH SECTOR ISSUES
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The HDWA is aware of these findings and have advised that corrective action has

commenced.

Recommendations

Management should ensure that adequate internal payroll controls are

working including:

review and certification of acquittance sheets so only legitimate

employees are paid;

regular reconciliation between HRIS and the General Ledger; and

periodic checks of master file updates for accuracy and

completeness.

Individual health sites should ensure that reasonableness and limit

checks are operating within HRIS so that incorrect data can be

highlighted for timely correction.

HRIS users should be adequately trained and provided with up-to-date

procedure manuals to reduce the risk of errors occurring.

Management should regularly review exception reports to detect errors

in payroll processing and recording.

Staff leave balances should be reviewed for accuracy and completeness

so that hospitals can reliably report their leave liabilities.

Human Resource Information System

HEALTH SECTOR ISSUES
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Teaching Hospitals’ Leave
Liabilities

Key Finding

Teaching hospitals’ leave liabilities have grown by 36 per cent ($26

million) over the past four years and are now approaching $100

million. More accurate calculation of leave liabilities resulting from the

adoption of the Australian Accounting Standard AAS 30 has disclosed a

previously unrecognised liability of $14 million. However, much of the

recent growth arises from ongoing management practices which result

in staff accruing large amounts of untaken leave and from changes in

award structures and salary increases which increase the cost of

previously accrued liabilities.

Background

There are significant financial implications for agencies if substantial leave

entitlements for their employees accrue. Deferred leave creates a liability for the

employer, the size of which may increase over time as a result of changes to the

employee’s rate of pay. The recent introduction of Australian Accounting Standard

30, “Accounting for Employee Entitlements”, has resulted in the full extent of the

liability for deferred leave being recognised, revealing the extent to which many

agencies have “borrowed into the future” by deferring their employees’ leave.

In addition to the financial implications, the human costs of deferring leave can be

significant. Mental and physical fatigue in employees may result in reduced

performance, a greater risk of employee accident or error, increased sick leave,

and higher staff turnover. The consequences of this can include lost expertise,

workers compensation claims and even litigation.

In May 1996 the Premier expressed concern at the increasing annual and long

service leave liabilities in the broader public sector. He instructed agencies to

manage this liability to ensure Government debt did not increase.

Effective leave management can minimise leave accrual, reducing both the

financial burden and the human costs. This review examined the leave liabilities

of the State’s four Teaching Hospitals: Royal Perth Hospital (RPH), Sir Charles

Gairdner Hospital (SCGH); King Edward Memorial/Princess Margaret Hospital

HEALTH SECTOR ISSUES
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(KEMH/PMH); and Fremantle Hospital and Health Service (FHHS). It focused on

leave management within these hospitals between 1992-93 and 1995-96 to

determine whether:

appropriate policies and procedures for deferring and clearing leave were in

place;

clearance of outstanding leave was reviewed and monitored;

leave entitlements were budgeted for; and

leave usage was monitored across the hospital.

Findings

Growth in Hospital Leave LiabilitiesGrowth in Hospital Leave Liabilities

Leave liabilities for teaching hospitals increased from $71 million in 1993 to $97

million as at June 30, 1996 (Figure 4).

Figure 4: Estimated contributions to the cumulative change in Teaching hospital
leave liability 1992–93 to 1995–96

Leave liability is increasing, with its extent becoming more apparent since the adoption
of AAS 30.

Source:  Teaching Hospitals’ Annual Reports.

Significant factors contributing to recent changes in the liability include:

the adoption of the Australian Accounting Standard AAS 30, resulting in

recognition of $14 million (previously unaccounted for) in 1995–96;

reductions in staffing numbers, which reduced the liability by $2.5 million

over the period;

Teaching Hospitals’ Leave Liabilities

HEALTH SECTOR ISSUES

C
u

m
u

la
ti

ve
 C

h
an

g
e 

($
M

)

30

25

20

15

10

5

0

-5

AAS 30 Effect Deferral Effect
Salary Rates Effect FTE Effect

1992–93 1993–94 1994–95 1995–96



22

HEALTH SECTOR REPORT 1997

changes to award structures and salary increases, which added $4.6 million

over the four years; and

an overall build up of accrued leave, which added an estimated further $9.5

million to the liability over the period.

The provisions of AAS 30 have been used to more accurately determine the

magnitude of leave liabilities. The revised approach has had its greatest impact on

the liability recognised for long service leave entitlements which increased by

about 40 per cent once AAS 30 was applied.

Notwithstanding the accounting adjustment, the extent of the liability has

continued to grow over time. Not only have the hospitals accrued significant debt

by being unable to clear leave accrued in the past but also the extent of the debt

has been growing as the salary rates for the individuals owed leave have

increased. Additional leave deferral in 1995–96 has added significantly to the debt.

Nature of Leave LiabilityNature of Leave Liability

The average value of 1996 accrued-leave entitlements per full time equivalent

(FTE) staff member is illustrated in Figure 5. It shows that substantial amounts of

leave are owed to staff at all of the hospitals although Sir Charles Gairdner

Hospital has significantly larger average liabilities particularly for long service

leave.

Figure 5:  Average liability per full time equivalent staff

The leave liability per staff member is substantial.

Source: Hospital Annual Reports and Human Resource Information Systems
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The proportion of employees who have not cleared annual leave within two years

and long service leave within three years of becoming due is significant. At June

30, 1996, 1 700 employees representing 17 per cent of teaching hospital workforce

had deferred clearance of annual and long service leave on 1 900 occasions. All

teaching hospitals were experiencing this difficulty (Figure 6).

Figure 6: Number of leave deferrals in 1995–96 as a proportion of staff

Source:  Teaching Hospital Leave Records

The liability for leave is not evenly distributed. A review of the hospitals’

employee records showed that 12 per cent (1 270 employees) had accumulated

more than 17 weeks leave entitlements with a liability estimated at $21 million as

at June 30, 1996. Three per cent (310 employees) had accumulated more than 26

weeks leave entitlements representing a liability of approximately $7 million.

One hospital’s engineering section (which employs 113 staff) had nine employees

with an average of 24 weeks accumulated leave and five employees with an

average of 36 weeks accumulated leave.

Without effective leave management strategies it will be difficult for hospitals to

reduce the leave accumulation which results from such extensive deferrals. The

hospitals’ liabilities will continue to rise as they, in effect, borrow into the future to

maintain the staffing levels needed in the present.

Leave PoliciesLeave Policies

The leave policies of all teaching hospitals aim to promote prompt clearance of

leave entitlements by limiting deferment of leave to exceptional circumstances
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only but the hospitals have experienced difficulties in implementing these policies

because:

exceptional circumstances are not defined in the hospital policies;

current funding pressures are such that it is difficult for hospitals to finance

relief staff; and

deferred leave is not periodically reviewed to ensure the specified exceptional

circumstances still exist.

Monitoring and ReviewMonitoring and Review

Prior to the implementation of a new computerised human resources information

system, accumulated leave balances were maintained on manual leave record

cards. Leave information was obtained through laborious manual processes and

therefore was not readily available for management review.

Although the new computer system has replaced the manual records and

significantly improved the availability of leave information, managers are not

provided with adequate management information on a regular basis to enable

effective review of leave entitlements. The minimum leave management

information should include:

an outstanding leave report;

anniversary dates for leave entitlements; and

details of leave to be taken.

Leave Clearance StrategiesLeave Clearance Strategies

None of the hospitals have effective strategies in place to reduce their leave

liabilities.

The Public Sector Management Office has proposed that agencies consider a range

of options for the management of leave clearance, including:

allowing leave to be taken in smaller amounts;

providing an option to compact leave to allow for a higher payout over a

shorter duration;

allowing an option of being paid out for accrued leave;

training employees for internal reliefs;

negotiating with other agencies to cover shortages whilst staff are on leave;

and

ensuring that all staff are made aware of leave clearance requirements.

HEALTH SECTOR ISSUES
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Most of these strategies would have significant budgetary implications for the

teaching hospitals. However, unless effective strategies are implemented, the level

of liability will continue to grow, and the risk of significant human costs will

increase.

Recommendations

Hospitals should:

recognise that deferral of leave incurs a liability which in effect is

borrowing beyond the hospitals’ funding allocation;

budget for leave entitlements;

clarify and promulgate leave deferral policies;

establish mechanisms for management to monitor compliance with

leave policies;

monitor leave usage across the organisation and periodically review

the reasons for extensive leave accruals; and

develop strategies to clear outstanding leave.

Teaching Hospitals’ Leave Liabilities
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Issues from Audits of
Financial Statements

Key Findings

The audit opinions on financial statements were qualified in three of

the State’s 117 health sector agencies.

In addition, the financial statements submitted for audit by many of

the health sector agencies contained significant errors and omissions

and over 300 matters of concern and continuous improvement were

identified and reported to agency management.

Background

Public sector agencies are required to prepare financial statements each year,

which must in turn be audited. The outcomes from financial statement audits are:

a qualified or unqualified audit opinion on those financial statements. Where

an audit opinion is qualified an explanation is reported to management and

to the relevant Minister;

a report to management outlining areas noted for improvement if any;

a letter of transmittal and summary of findings to the relevant Minister, in this

case the Minister for Health;

in the case of departments, a letter of transmittal to the Treasurer; and

commentary to Parliament about significant matters.

To facilitate accurate financial reporting the FAAA requires management to:

maintain adequate accounting records and internal control structures;

maintain appropriate accounting policies; and

safeguard assets.

Findings

Summary of Financial Statement AuditsSummary of Financial Statement Audits

The audit opinions of three of the 117 public health sector agencies audited

during 1996 were qualified because of:

deficiencies in controls associated with balances disclosed in the financial

statements;

HEALTH SECTOR ISSUES
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deficiencies in accounting records and information systems; or

non-compliance with legislation.

In addition, 312 issues (418 issues in 1994–95) covering a wide range of controls,

financial statement presentation and other deficiencies were identified and

reported to hospital management (Figure 7). For the purpose of this report these

issues can be broadly summarised as:

weaknesses in general controls;

financial statement errors; and

other significant findings.

Figure 7:  Summary of deficiencies arising from audits

There has been an improvement in financial statements but deficiencies in general
control mechanisms continue to dominate issues observed during financial statement
audits.

Source:  OAG

General ControlsGeneral Controls

General Control EnvironmentGeneral Control Environment

The overall general control environment within the public health sector continues to

be a significant problem, exposing agencies to risks of errors and/or fraud.

Many of these deficiencies can be attributed to a breakdown in controls associated

with the implementation of new computer-based information systems during the

year. The absence of payroll, other expenditure and fixed assets reconciliations by

agencies were other common findings.
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Inadequate Asset and Inventory StocktakesInadequate Asset and Inventory Stocktakes

Treasurer’s Instruction 406 “Custody of Public Property” requires annual stocktakes

to be conducted by two officers and checked against relevant records.

During the 1995–96 audit of agencies within the health sector a number of

findings relating to this requirement were identified including:

no stocktakes conducted;

stocktakes only conducted by one person; and

no supporting evidence to show that a stocktake was conducted (such as

signed stocksheets).

In one of the agencies where no stocktake had been conducted the asset register

contained 12 500 items with a written down value of $1.3 million. Poor internal

controls such as the absence of stocktake procedures have the potential to result

in difficulties in protecting attractive property from theft or damage, in locating

property and in reconciling to accounting records.

Accounting ManualsAccounting Manuals

The FAAA requires agencies to prepare an accounting manual setting out in detail

particulars of the financial systems and the forms, practices and procedures to be

used and followed by the officers of the organisation.

The accounting manual is the key document within an agency that serves to

promote sound practices, procedures and policies in matters of financial

administration and assists in ensuring that these are consistently applied. Such

manuals also provide the means by which all changes in procedures, practices and

policies are communicated and formalised throughout the organisation. The

accounting manual therefore, assists staff members and other users to be fully

conversant with the agency’s method of operation and ensures that disruption to

operations is minimised as a result of staffing changes.

Audit findings across the health sector revealed that accounting manuals were not

up to date and did not reflect the procedures currently operating at hospitals. This

increases the risk that:

operations may not fully comply with legislative provisions;

financial statements and performance indicators may contain irregularities and

misstatements; and

accounting practices and procedures are inconsistently applied.

Issues from Audits of Financial Statements
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Internal AuditInternal Audit

Internal audit is an independent appraisal function established within an

organisation to examine and evaluate its activities as a service to management. It is

a function that has a significant role in protecting the organisation from risks by

evaluating the managerial controls over all activities and providing management

with independent assessments of the efficiency and effectiveness with which the

organisation’s operations are undertaken.

To June 30, 1996 HDWA provided the internal audit services to the health sector

excluding teaching hospitals.

Reviews of the HDWA Internal Audit Branch’s work disclosed:

working papers did not provide sufficient appropriate audit evidence; and

audit coverage was inadequate in breadth and depth.

In consequence, it was not possible to place any reliance on the work conducted

by internal audit.

The internal audit function was outsourced by HDWA on July 1, 1996 and

individual agency management now manage this function.

Management Internal Control AuditManagement Internal Control Audit

To complement internal audit activities, the Management Internal Control Audit

(MICA) was developed and formed an integral part of the HDWA internal audit

function. MICA’s purpose is to provide agency management with assurance that

controls over financial administration systems are operating satisfactorily.

All hospitals are required to implement MICA programs commensurate with their

size, functions, dollar value of transactions processed and staff availability. A

consistent audit finding was that this MICA program was not operating at many

hospitals.

Financial StatementsFinancial Statements

Errors in StatementsErrors in Statements

There has been a significant reduction in the number of audit issues raised with

management relating to deficiencies in the quality of financial statements

presented for audit when compared with 1994–95.

Issues from Audits of Financial Statements
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Greater compliance by agencies with Australian Accounting Standard 30,

“Accounting for Employee Entitlements”, contributed to the reduction in financial

statement errors. This was the second year of application of this Accounting

Standard and agencies now generally comply with it.

Whilst this reduction represents an improvement by agencies in the preparation of

their financial statements, the number of errors identified is still significant and

continues to be of concern.

It is, however, of concern that some Boards are certifying financial statements that

contain significant errors. Section 55 of the FAAA makes agency Boards

responsible for the overall operations of their agencies and section 67 requires

Boards to certify the accuracy of financial statements.

In excess of $56.5 million of adjustments to financial statements were made across

the public health sector as a result of audit findings (teaching hospitals accounted

for 54 per cent of these adjustments). The most significant amendments related to:

land valuations, an incorrect method of valuation was used (market value

instead of current use value), in one agency which overstated its land values

by $6.5 million;

cash balances which failed to distinguish between unrestricted and restricted

amounts such as cash in trust accounts;

inaccurate employee entitlements based on poor quality information from the

new Human Resource Information System; and

accumulated surplus/deficit resulting from errors in the formulae within the

accrual reporting model used by most hospitals to prepare financial

statements.

The extent of errors noted above indicates a lack of quality assurance procedures

carried out on hospitals’ financial statements which continues to be a major

concern and has been previously reported to Parliament (First General Report for

1996, pages 36 and 97). The HDWA has acknowledged that a problem has existed

in past years and continued restructuring of the health services was aimed at

reducing these problems. Greater attention to basic accountability obligations is

required by health services to raise the quality of financial statements submitted

for audit.

Issues from Audits of Financial Statements
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Continued Difficulties in Preparing Financial Statements inContinued Difficulties in Preparing Financial Statements in

the Accrual Formatthe Accrual Format

Many of the health services are continuing to experience problems in preparing

their financial statements in an accrual reporting format. Health services have

prepared reports on an accrual basis since 1993 but they have indicated it is

difficult to employ and retain the services of people with appropriate accounting

skills.

In addition key accrual information provided to the health services by the HDWA

is based on data forwarded by health service sites (for example, leave data from

hospitals required to calculate superannuation and leave liabilities). Delays in

forwarding this data to HDWA slowed production of accrual information needed to

finalise the financial statements. Improved management of information is required

if delays are to be reduced in future.

The accrual reporting model developed by the HDWA to assist agencies with

consistent presentation of financial statements is spreadsheet based. Errors in some

of the formulae in this spreadsheet contributed, in part, to errors in financial

statements.

Other Significant FindingsOther Significant Findings

Other findings included non-compliance with the FAAA and the Treasurer’s

Instructions for incurring and certifying of expenditure.

It is recognised that, especially in more remote areas of the State where agency

size may be small and it may be hard to recruit and retain experienced staff,

compliance with basic accountability requirements may be difficult. This presents

a challenge for agencies to identify approaches that will contribute to strong and

accountable practices. Such approaches could include:

public sector agencies within a location sharing aspects of control and

accountability resources;

arranging for all expenditure and payroll to be processed by the regional

centre where resources are available; or

contracting-in services.

Further significant findings included matters such as:

patients’ private property trust moneys were not always properly acquitted by

patients on their discharge which could expose hospitals to disputes; and

inadequate insurance coverage.

Issues from Audits of Financial Statements
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Issues from Audits of Financial Statements

HEALTH SECTOR ISSUES

Recommendations

Agencies should:

develop and maintain strong internal control systems;

review their accounting manuals to ensure that they are up to date;

ensure their internal audit function:

retains appropriate audit evidence supporting all audit

conclusions;

has appropriate and adequate audit coverage; and

undertake quality assurance review of financial statements prior to

submitting them for audit.
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AUDIT RESULTS

Thirty five health service providers administer the on-going operations of the

Health Sector across the State. The results of audits completed since October 15,

1996 of the hospitals and other health sector agencies within each of these 35

areas are reported as follows:

Audit  Opinions

Financial Statements and Controls

An explanation is included where a qualified audit opinion was issued.

Performance Indicators

An explanation is included where a qualified audit opinion was issued.

Other Audit Findings

This section reports the findings of routine audit work relating to internal

controls, legal compliance and accountability.

Follow-up of Previously Reported Issues

This section is included to assist Parliament and other readers to gauge

progress made with remedial action taken by agencies that were subject to

adverse comment or specific recommendations in the First General Report for

1996.

For each health service provider, the timing of financial statements and

performance indicators received by the Office and the issue of opinions is shown

in graphical form.
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Department and
Statutory Authorities

Health Department of Western
Australia (HDWA)

Local Health Authorities Analytical
Committee

The Western Australian Centre for
Pathology and Medical Research

Western Australian Alcohol and Drug
Authority

Audit Opinions

Financial Statements and ControlsFinancial Statements and Controls

All agencies except the HDWA received unqualified audit opinions.

Performance IndicatorsPerformance Indicators

All agencies except the HDWA received unqualified audit opinions.

AUDIT RESULTS

Statutory
Deadline

Opinion
IssuedExtension

Department

HDWA 31/10/96

Jun 30 Aug 15 Aug 31

Receipt of Statements 1996 Issue of Opinion 1996

Receipt of Statements 1995 Issue of Opinion 1995

Statutory Authorities

Local Health
Authorities

21/02/97

Path Centre 29/11/96

WA Alcohol and
 Drug Authority

21/10/96

Jun 30 Aug 31

Statutory
Deadline

Opinions
Issued
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AUDIT RESULTS

Explanation for Qualified Audit Opinions

Health Department of Western Australia

Financial Statements — Healthcare LinenFinancial Statements — Healthcare Linen

Healthcare Linen continued to operate as if it were a legal entity separate from

HDWA. Revenue was not included as public moneys in the Consolidated Fund.

Consequently, Parliament has not been able to exercise control over these

moneys.

The matter has since been resolved with the sale of Healthcare Linen in September

1996. HDWA has agreed to correctly report in its June 30, 1997 financial

statements the post June 30, 1996 financial information relating to Healthcare

Linen.

Performance IndicatorsPerformance Indicators

The effectiveness indicators reported for the Dental Health Program were not

considered appropriate as they did not reflect measurements for all identified risk

groups in Western Australia as per the HDWA’s objective. Further, the efficiency

indicators were not weighted to reflect different types of treatment and they did

not include measures in relation to geographically and financially disadvantaged

patients.

The effectiveness indicators for the HDWA’s Hospitals Program were not

considered relevant to its objective as they did not relate to the outcomes stated in

that objective. The efficiency indicators reported were not considered key

indicators of efficiency as they related to the activities of hospitals and not to the

overall program objectives.

Other Audit Findings

Health Department of Western Australia

Control Environment IssuesControl Environment Issues

The FAAA requires agencies to establish a sound control environment. The

following deficiencies were identified:

Accounting Manual

The accounting manual did not reflect current procedures and requires

updating to cover current systems, policies, procedures and practices.

Internal Audit

No strategic audit plan was prepared and the internal audit undertaken of

Central Office operations was limited in terms of scope and coverage.

Department and Statutory Authorities
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Asset Management at Departmental BranchesAsset Management at Departmental Branches

The HDWA did not fully comply with Treasurer’s Instruction 406 which requires a

complete stocktake of branch assets.

Individual branches within Central Office maintain separate asset systems resulting

in:

inconsistent application of the accounting policy on capitalisation and

depreciation; and

difficulties over reconciliation procedures between the various fixed assets

systems and the financial statements.

Human Resource Information SystemHuman Resource Information System

Issues at the HDWA’s metropolitan health provider units and the Central Office

included:

large negative leave entitlements;

staff maintaining duplicate leave records;

inadequate training for personnel/payroll staff;

some acquittance sheets not being certified; and

staff carrying over leave contrary to management policy.

In addition, the personnel and payroll procedures manuals at HDWA have not

been updated to reflect current practices or the new HRIS system. Furthermore, a

review of two user sites within HDWA revealed that a procedures manual for the

HRIS system had not been established.

Western Australian Centre for Pathology and Medical Research

Accounting ManualAccounting Manual

The accounting manual had not been updated to reflect current systems, policies,

procedures and practices since the creation of this agency. This matter was

previously reported to management in 1994–95.

Follow-up of Previously Reported Issues

Health Department of Western Australia

Transitional Payments — Public HospitalsTransitional Payments — Public Hospitals

The 1994–95 financial statements were qualified as payments made to public

hospitals from the Hospital Fund were outside the authority provided by the

Hospital Fund Act 1930. No further payments of this nature were made during

1995–96. Amounts shown as repayable at June 30, 1995 have been reversed.

AUDIT RESULTS

Department and Statutory Authorities
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Interest Earned on Patients’ Private MoneysInterest Earned on Patients’ Private Moneys

At June 30, 1995, $470 000 of accumulated interest on patients’ moneys continued

to be held as legal issues prevent these moneys being paid to Treasury under the

Unclaimed Moneys Act 1990.

Treasury has advised HDWA that unclaimed moneys can not be remitted unless

there are records indicating how much each patient was owed. As it is not

possible to identify amounts owing to individuals, the matter has been referred to

the Crown Solicitor with a recommendation that the Act be amended.

AUDIT RESULTS

Department and Statutory Authorities
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Metropolitan TeachingMetropolitan Teaching
HospitalsHospitals

Fremantle Hospital and Health
Service

Royal Perth Hospital

Sir Charles Gairdner Hospital

Audit Opinions

Financial Statements and ControlsFinancial Statements and Controls

All teaching hospitals received unqualified audit opinions.

Performance IndicatorsPerformance Indicators

All teaching hospitals except Sir Charles Gairdner Hospital received unqualified

audit opinions.

AUDIT RESULTS

Fremantle 28/11/96

Royal Perth 28/11/96

Sir Charles
Gairdner

2/12/96

Statutory
Deadline Extention

Jun 30 Aug 31 Sep 30

Opinions
Issued

Receipt of Statements 1996 Issue of Opinion 1996

Receipt of Statements 1995 Issue of Opinion 1995
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Explanation for Qualified Audit Opinion

Sir Charles Gairdner Hospital

Performance IndicatorsPerformance Indicators

The hospital did not report an effectiveness indicator in relation to the quality of

care for patients attending the emergency department and did not retain

information to support the indicator “Average Waiting Time for Elective

Treatment”.

Other Audit Findings

Sir Charles Gairdner Hospital

Human Resource Information SystemHuman Resource Information System

The hospital had difficulty calculating its provision for long service leave.

Inaccuracies in the data take-up from manual records and input errors in the new

system since the HRIS system went live contributed to this situation. The leave

liability, which was calculated by an actuary, was based on inaccurate information

from HRIS and required many adjustments. Additionally, no system existed to

ensure that payroll acquittance sheets for nursing and wages staff were certified as

complete and accurate.

Royal Perth Hospital

Human Resource Information SystemHuman Resource Information System

The audit of HRIS identified a number of issues, including acquittance sheets not

certified, termination payments not adequately checked increasing the risk of

incorrect salary payments, HRIS incorrectly calculated leave entitlements and no

disaster recovery plan.

All Teaching Hospitals

Performance IndicatorsPerformance Indicators

Whilst all teaching hospitals made significant improvements to their performance

indicators, there were still areas requiring further development, including:

Access to Hospital Services

Hospitals had difficulty in providing information on access to hospital

services. For example, systems do not provide appropriate information on the

waiting times for patients admitted during the year.

Fair Representation

Difficulties were experienced in determining whether performance indicators

were fairly represented because information to support indicators was not

always reliable or available.

AUDIT RESULTS

Metropolitan Teaching Hospitals
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Metropolitan
Non-Teaching Hospitals

Armadale-Kelmscott Memorial
Hospital

Bentley Hospital

Hawthorn Hospital

Kalamunda Health Service

Lower North Metropolitan Health
Service

Rockingham-Kwinana District
Hospital

Swan Districts Hospital

Wanneroo Hospital

Audit Opinions

Financial Statements and ControlsFinancial Statements and Controls

All metropolitan non-teaching hospitals received unqualified audit opinions.

AUDIT RESULTS

Statutory
Deadline

Opinions
Issued

Receipt of Statements 1996 Issue of Opinion 1996

Receipt of Statements 1995 Issue of Opinion 1995

* Financial statements were received on 1/5/97. Audit opinions
for 1995–96 are yet to be issued

Jun 30 Aug 31 Sep 30

11/12/96

20/12/96

Rockingham-
Kwinana

Swan

Wanneroo

Armadale-
Kelmscott

Extension
9/12/96

6/12/96

27/12/96

19/11/96

Bentley

Hawthorn

Kalamunda

Lower  North
Metropolitan

7/01/97

*
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Performance IndicatorsPerformance Indicators

All metropolitan non-teaching hospitals received qualified audit opinions.

Explanation for Qualified Audit Opinions

All Metropolitan Non-Teaching Hospitals

Performance IndicatorsPerformance Indicators

The performance indicators were qualified because:

there were no indicators for services to non-inpatients;

there were no indicators to address access to hospital services;

information from systems was not sufficiently reliable to determine whether

the indicators fairly represented performance; and

efficiency indicators were not adequately supported by sufficient explanatory

notes or comparative data.

Other Audit Findings

Wanneroo Hospital

The final financial statements and performance indicators for Wanneroo Hospital

were submitted for audit on May 1, 1997. These audits are yet to commence.

Bentley and Rockingham-Kwinana Health Services

Human Resource Information SystemHuman Resource Information System

The review of HRIS at Bentley and Rockingham-Kwinana Health Services revealed

that a procedures manual for the HRIS system had yet to be established. A number

of employees had negative leave entitlements. These negative balances were

attributed to system errors or incorrect recording of leave transactions on the HRIS

system. Management has initiated corrective action in this regard.

Management Internal Control Audit (MICA)Management Internal Control Audit (MICA)

The MICA program, established by the HDWA to assist hospitals in maintaining a

sound control environment, was not performed during the 1995–96 financial year.

Lower North Metropolitan Health Service

Tendering of Radiological ServicesTendering of Radiological Services

A review of tender documents in relation to the provision of radiological services

found that the Health Supply Council guidelines had not been complied with.

Management have since reviewed and implemented appropriate procedures to

ensure future compliance with guidelines.

AUDIT RESULTS

Metropolitan Non-Teaching Hospitals
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Metropolitan Hospitals
and Nursing Homes

James T Pollard Convalescent
Hospital

Mount Henry Hospital

Perth Dental Hospital

Quadriplegic Centre Board

Sunset Hospital

Wooroloo District Hospital

Audit Opinions

Financial Statements and ControlsFinancial Statements and Controls

All agencies in this group received unqualified audit opinions.

Performance IndicatorsPerformance Indicators

The Quadriplegic Centre Board received an unqualified audit opinion. All other

audit opinions were qualified.

AUDIT RESULTS

Receipt of Statements 1996 Issue of Opinion 1996

Receipt of Statements 1995 Issue of Opinion 1995

Jun 30 Aug 31 Sept 30

Statutory
Deadline Extension

Opinions
Issued

James T Pollard

Perth  Dental

Quadriplegic
Centre

Sunset

Wooroloo

Mount Henry

19/11/96

16/01/97

12/12/96

6/12/96

18/12/96

6/12/96
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Explanation for Qualified Audit Opinions

Mount Henry, Perth Dental and Wooroloo Hospitals

Performance IndicatorsPerformance Indicators

The performance indicators were qualified because:

there were no indicators to address access to hospital services; and

information from systems was not sufficiently reliable to determine whether

the indicators fairly represented performance.

James T Pollard Convalescent Hospital and Sunset Hospital

Performance indicators were not prepared as their operations ceased on

November 30, 1994 and December 31, 1995 respectively.

Other Audit FindingsOther Audit Findings

Mount Henry Hospital

Stocktakes of Public PropertyStocktakes of Public Property

The hospital was unable to provide assurance that no unauthorised loss or

removal of assets had occurred as only a partial stocktake of assets valued at

$978 000 had been performed in 1995–96. With the scheduled closure of the

hospital imminent, assets will be disposed of or transferred and staff turnover will

increase. In these situations the need to ensure effective control over assets is

particularly important. This is the third financial year that concerns about

inadequate stocktakes of public property have been raised. Management advise

they initiated a full stocktake which was completed during December 1996.

Quadriplegic Centre Board

Security of TenureSecurity of Tenure

The Board does not have a formal lease agreement with the Paraplegic-

Quadriplegic Association to secure its lease of property. Building improvements to

the value of $180 000 were paid for by the Board in 1995–96 funded through the

HDWA. It has been recommended the Board negotiate a lease for a period at least

equivalent to the useful life of the building improvements.

AUDIT RESULTS

Metropolitan Hospitals and Nursing Homes
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Avon

Avon Health Service

Audit Opinions

Financial Statements and ControlsFinancial Statements and Controls

Avon Health Service received an unqualified audit opinion.

Performance IndicatorsPerformance Indicators

Avon Health Service received a qualified audit opinion.

Explanation for Qualified Audit Opinion

Performance IndicatorsPerformance Indicators

The Avon Health Service’s performance indicators were qualified because:

objectives did not relate to the Hospitals Program objective;

indicators were not always supported by sufficient explanatory notes; and

efficiency indicators related to workload or internal operational matters.

AUDIT RESULTS

Receipt of Statements 1996 Issue of Opinion 1996

Receipt of Statements 1995 Issue of Opinion 1995

Statutory
Deadline Extension

Avon

Jun 30 Aug 31 Sep 30

Opinion
Issued

20/12/96
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Follow-up of Previously Reported Issues

Northam Regional Hospital

Non-Current Assets and Construction Works in ProgressNon-Current Assets and Construction Works in Progress

The Construction Works in Progress item in the statement of financial position for

Northam Regional Hospital (which now forms part of the Avon Health Service) in

1994–95 totalling $13 621 874 was qualified due to a lack of adequate accounts

and records to establish the amount to be capitalised. During 1995–96 sufficient

work was completed to fairly report assets for this financial year. The 1994–95

comparative figures were amended to accurately reflect the balances.

AUDIT RESULTS

Avon
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BunburyBunbury

Bunbury Health Service

Audit Opinions

Financial Statements and ControlsFinancial Statements and Controls

Bunbury Health Service received an unqualified audit opinion.

Performance IndicatorsPerformance Indicators

Bunbury Health Service received a qualified audit opinion.

Explanation for Qualified Audit Opinion

Performance IndicatorsPerformance Indicators

The Bunbury Health Service’s performance indicators were qualified because:

there were no indicators for services to non-inpatients;

there were no indicators to address access to hospital services;

AUDIT RESULTS

Bunbury 27/11/96

Statutory
Deadline Extension

Receipt of Statements 1996 Issue of Opinion 1996

Receipt of Statements 1995 Issue of Opinion 1995

Jun 30 Aug 31 Sep 30

Opinion
Issued
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effectiveness indicators were not appropriately supported by sufficient

explanatory notes or comparative data; and

efficiency indicators related to workload or internal operational matters.

Other Audit Findings

Management Internal Control Audit (MICA)Management Internal Control Audit (MICA)

The MICA program, established by the HDWA to assist hospitals in maintaining a

sound control environment, was not performed during the 1995–96 financial year.

HCARe FinancialsHCARe Financials

The accounting manual had not been updated to reflect the current procedures

required for the new HCARe financial systems.

AUDIT RESULTS

Bunbury
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Central Great SouthernCentral Great Southern

Gnowangerup District Hospital

Katanning Health Service

Kojonup District Hospital

Tambellup Nursing Post

Audit Opinions

Financial Statements and ControlsFinancial Statements and Controls

All agencies in the Central Great Southern received unqualified audit opinions.

Performance IndicatorsPerformance Indicators

All agencies in the Central Great Southern received qualified audit opinions.

AUDIT RESULTS

Receipt of Statements 1996 Issue of Opinion 1996

Receipt of Statements 1995 Issue of Opinion 1995

Statutory
Deadline Extension

5/12/96

28/11/96

27/11/96

25/11/96

Gnowangerup

Katanning

Kojonup

Tambellup

Jun 30 Aug 31 Sep 30

Opinions
Issued



48

HEALTH SECTOR REPORT 1997

Explanation for Qualified Audit Opinions

All Agencies

Performance IndicatorsPerformance Indicators

The performance indicators of these agencies were qualified because:

objectives were not clearly related to the Hospitals Program objective;

many indicators related to workload and internal operational matters;

there were no indicators regarding access to hospital services; and

many indicators were not appropriately supported by sufficient explanatory

notes.

Other Audit Findings

All Agencies

Insurance CoverageInsurance Coverage

An examination of the insurance coverage at each agency revealed the carrying

value of buildings and contents exceeded the respective insured amounts.

Accordingly, it was recommended the insurance levels be reviewed.

AUDIT RESULTS

Central Great Southern
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Central Wheatbelt

Beverley District Hospital

Bruce Rock War Memorial Hospital

Corrigin District Hospital

Cunderdin District Hospital

Quairading District Hospital

Request Audit

Beverley Frail Aged Lodge Inc.
  (opinion issued 18/11/96)

Audit Opinions

Financial Statements and ControlsFinancial Statements and Controls

All agencies in the Central Wheatbelt received unqualified audit opinions.

Performance IndicatorsPerformance Indicators

All hospitals in the Central Wheatbelt received qualified audit opinions.

AUDIT RESULTS

Receipt of Statements 1996 Issue of Opinion 1996

Receipt of Statements 1995 Issue of Opinion 1995

Statutory
Deadline Extension

Jun 30 Aug 31 Sep 30

Beverley

Bruce Rock

Corrigin

Cunderdin

Quairading

Opinions
Issued

5/12/96

28/11/96

28/11/96

28/11/96

12/12/96
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Explanation for Qualified Audit Opinions

All Agencies

Performance IndicatorsPerformance Indicators

The performance indicators of these agencies were qualified because:

objectives were not clearly related to the Hospitals Program objective;

many indicators related to workload and internal operational matters; and

effectiveness indicators not appropriately supported by sufficient explanatory

notes.

Other Audit Findings

Beverley District Hospital

Management Internal Control Audit (MICA)Management Internal Control Audit (MICA)

The MICA program, established by the HDWA to assist hospitals in maintaining a

sound control environment, was not performed during the 1995–96 financial year.

Bruce Rock War Memorial and Corrigin District Hospitals

Stocktake of Public PropertyStocktake of Public Property

A stocktake of assets was conducted by only one officer at these hospitals.

Treasurer’s Instruction 406(2) requires the stocktake to be undertaken by two

officers.

All Hospitals

Human Resource Information SystemHuman Resource Information System

The take-up of annual leave information to HRIS, and the subsequent

accumulation of leave by employees within the Central Wheatbelt, was found to

be incomplete and inaccurate. For 1995–96 the annual leave liability at these

hospitals was amended by $64 000 to $850 390. The health service general

manager has advised that all staffs’ leave liability will be checked in full.

AUDIT RESULTS

Central Wheatbelt
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East Kimberley

Halls Creek District Hospital

Kununurra District Hospital

Wyndham District Hospital

Audit Opinions

Financial Statements and ControlsFinancial Statements and Controls

All hospitals in the East Kimberley received unqualified audit opinions.

Performance IndicatorsPerformance Indicators

All hospitals in the East Kimberley received qualified audit opinions.

AUDIT RESULTS

Jun 30 Aug 31 Sep 30

10/12/96

2/12/96

10/12/96

Halls Creek

Kununurra

Wyndham

Statutory
Deadline Extension

Receipt of Statements 1996 Issue of Opinion 1996

Receipt of Statements 1995 Issue of Opinion 1995

Opinions
Issued
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Explanation for Qualified Audit Opinions

All Agencies

Performance IndicatorsPerformance Indicators

The performance indicators of these agencies were qualified because:

the indicators did not comprehensively address the quality of hospital

services;

many indicators related to workload and internal operational matters; and

effectiveness indicators were not sufficiently explained.

Other Audit Findings

Halls Creek District Hospital

Management Internal Control Audit (MICA)Management Internal Control Audit (MICA)

The MICA program, established by the HDWA to assist hospitals in maintaining a

sound control environment, was not performed during the 1995–96 financial year.

This situation also prevailed for the 1994–95 financial year.

Kununurra District Hospital

Trust AccountsTrust Accounts

Patients’ Private Property trust receipts were not being properly acquitted by

patients on their discharge from the hospital.

AUDIT RESULTS

East Kimberley
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East Pilbara

Marble Bar Nursing Post

Newman District Hospital

Port Hedland Regional Hospital

Telfer Nursing Post

Audit Opinions

Financial Statements and ControlsFinancial Statements and Controls

All agencies in the East Pilbara received unqualified audit opinions.

Performance IndicatorsPerformance Indicators

All agencies in the East Pilbara received qualified audit opinions.

AUDIT RESULTS

6/11/96

6/11/96

18/11/96

6/11/96

Marble Bar

Newman

Port Hedland

Telfer

Jun 30 Aug 31 Sep 30

Statutory
Deadline Extension

Receipt of Statements 1996 Issue of Opinion 1996

Receipt of Statements 1995 Issue of Opinion 1995

Opinions
Issued
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Explanation for Qualified Audit Opinions

All Agencies

Performance IndicatorsPerformance Indicators

The performance indicators of these agencies were qualified because:

indicators were not appropriately supported by comparative data and

explanatory notes;

many indicators related to workload and internal operational matters;

information from systems was not sufficiently reliable to determine whether

the indicators fairly represented performance;

data not provided to support the efficiency indicators; and

there were no indicators for services to non-inpatients.

Other Audit Findings

Newman District and Port Hedland Regional Hospitals

Management Internal Control Audit (MICA)Management Internal Control Audit (MICA)

The MICA program, established by the HDWA to assist hospitals in maintaining a

sound control environment, was not performed during the 1995–96 financial year.

Write-Offs of Debtors and Public PropertyWrite-Offs of Debtors and Public Property

Approval was not obtained from the accountable authority for the write-off of

debtors and public property totalling $16 987.

Newman District Hospital

Reconciliations to the General LedgerReconciliations to the General Ledger

No monthly reconciliations of payroll and accounts payable to the general ledger

were performed during the financial year. These reconciliations are an important

control measure to ensure accuracy in the General Ledger of the $2.4 million

expenditure for 1995–96.

All Agencies

Accounting ManualAccounting Manual

The accounting manual did not reflect current procedures and requires updating

to be relevant to current systems, policies, procedures and practices.

AUDIT RESULTS

East Pilbara
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Eastern WheatbeltEastern Wheatbelt

Kellerberrin Memorial Hospital

Kununoppin and Districts Hospital

Merredin Health Service

Mukinbudin Nursing Post

Narembeen District Memorial
Hospital

Southern Cross District Hospital

Wyalkatchem-Koorda and Districts
Hospital

Audit Opinions

Financial Statements and ControlsFinancial Statements and Controls

All agencies in the Eastern Wheatbelt received unqualified audit opinions.

Performance IndicatorsPerformance Indicators

All agencies in the Eastern Wheatbelt received qualified audit opinions.

AUDIT RESULTS

Receipt of Statements 1996 Issue of Opinion 1996

Receipt of Statements 1995 Issue of Opinion 1995

Statutory
Deadline Extension

Kellerberrin

Kununoppin

Merredin

Mukinbudin

Narembeen

Southern Cross

Wyalkatchem-
Koorda

29/11/96

17/12/96

29/11/96

10/12/96

16/12/96

29/11/96

29/11/96

Jun 30 Aug 31 Sep 30

Opinions
Issued
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AUDIT RESULTS

Eastern Wheatbelt

Explanation for Qualified Audit Opinions

All Agencies

Performance IndicatorsPerformance Indicators

The performance indicators of these agencies were qualified because they

reported performance indicators against the Hospitals Program objective for

1994–95 which is unmeasurable.

Other Audit Findings

All Agencies

Human Resource Information SystemHuman Resource Information System

Errors were found in the take-up of annual and long service leave data to HRIS,

and in the subsequent accumulation of leave due to employees. To ensure the

integrity of data on HRIS a detailed check of leave records was recommended.

Follow-up of Previously Reported Issues

InsuranceInsurance

In 1995 it was noted that all hospital buildings in this area were significantly under

insured. This situation continued for 1996. Management should review the current

insurance policies and other risk management strategies to ensure risks are

minimised and appropriately managed.

Internal AuditInternal Audit

Deficiencies in the quality of the internal audit work papers were noted during the

1995 audit. Audit review of internal audit work undertaken as part of the 1996

audit did not reveal improvement in this area.


