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COMMITTEE’S FUNCTIONS AND POWERS 
The Public Accounts Committee inquires into and reports to the Legislative Assembly on any 
proposal, matter or thing it considers necessary, connected with the receipt and expenditure of 
public moneys, including moneys allocated under the annual Appropriation bills and Loan Fund. 
Standing Order 286 of the Legislative Assembly states that: 

The Committee may — 

1 Examine the financial affairs and accounts of government agencies of the State which 
includes any statutory board, commission, authority, committee, or trust established or 
appointed pursuant to any rule, regulation, by-law, order, order in Council, proclamation, 
ministerial direction or any other like means. 

2 Inquire into and report to the Assembly on any question which — 

(a) it deems necessary to investigate; 

(b) (Deleted V. & P. p. 225, 18 June 2008); 

(c) is referred to it by a Minister; or 

(d) is referred to it by the Auditor General. 

3 Consider any papers on public expenditure presented to the Assembly and such of the 
expenditure as it sees fit to examine. 

4 Consider whether the objectives of public expenditure are being achieved, or may be 
achieved more economically. 

5 The Committee will investigate any matter which is referred to it by resolution of the 
Legislative Assembly. 
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CHAIRMAN’S FOREWORD 
The Public Accounts Committee devotes considerable time and research to its oversight 
responsibilities with respect to the receipt and expenditure of public moneys. 

As part of this oversight role the Committee reviews and reports to Parliament on the work carried 
out by the Auditor General in scrutinising the performance and accountability of public sector 
agencies. 

In 2009 the Public Accounts Committee resolved to follow up the Auditor General’s Report  
No. 13, Audit Results Report 2008–09 Assurance Audits in which a qualified opinion was entered 
against the Metropolitan Public Hospitals for accessing $24.9 million of restricted funds to meet 
operational needs. 

The Committee held a public hearing on 2 December 2009 at which the then Director General of 
the Department of Health, Dr Peter Flett, responded to Committee questions and undertook to 
answer seven questions on notice. The responses to the questions on notice were forwarded to the 
Committee on 21 December 2009. 

The Committee has decided that it is in the public interest to table the transcript of the hearing and 
the answers to the questions on notice. They appear as Appendices to this Report and are also 
available electronically on the Parliament’s website. 

 

HON. JOHN KOBELKE, MLA 
CHAIRMAN 
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CHAPTER 1 INTRODUCTION 

1.1 Background 

The role of the Public Accounts Committee of the Western Australian Parliament is to hold the 
Government to account for the ‘receipt and expenditure of public moneys’—overseeing not only 
that the ‘objectives of public expenditure are being achieved’ but whether they ‘may be achieved 
more economically’.1 Assisting the Committee in this role is the Auditor General, an independent 
officer of the Parliament, empowered by the Auditor General Act 2006 to scrutinise ‘the public 
sector to ensure there is proper accountability of taxpayers’ resources and that the resources are 
not wasted—rather, that they are used efficiently and effectively to benefit all Western 
Australians’.2  

The Office of the Auditor General in fulfilling its ‘mission’ to ‘serve the public interest by 
providing Parliament with independent and impartial information regarding public sector 
accountability and performance’,3 conducts a variety of audits of public sector agencies. 
Assurance Audits examine agencies’ annual financial statements and performance indicators and 
the adequacy of controls in satisfying legislative provisions.4 Compliance Examinations assess 
agencies’ compliance with legislative provisions, public sector policies, their own internal 
policies, and accepted good practice.5 Performance Examinations evaluate whether agencies are 
meeting their objectives and using their resources economically and efficiently to deliver desired 
outcomes.6 

On occasion, the Auditor General will conduct a follow-up or follow-on investigation of agencies 
which have previously been the subject of a Performance or Compliance Examination. The Office 
of the Auditor General, however, is not authorised to direct or enforce agencies to implement 
recommendations arising from its audits. Further, the Auditor General holds to the view that to 
maintain independence: 

the Auditor General cannot, and should not, be seen as the implementer of such change. This 
remains the responsibility of agency management, Executive Government and ultimately 
Parliament.7  

On 15 May 2003, the Public Accounts Committee of the 36th Parliament tabled Report No. 3,  
The 2001–2002 Annual Report of the Office of the Auditor General: A Performance Review.8 This 

                                                            
1 Standing Orders of the Legislative Assembly of the Parliament of Western Australia, Nos 285 and 286 (4), pp. 112–13. 
2 Office of the Auditor General for Western Australia, Annual Report 2008, p. 2. 
3 Ibid, p. 1. 
4 Office of the Auditor General for Western Australia, Audit Practice Statement, December 2007, pp. 2 and 4. 
5 Ibid, p. 6. 
6 Ibid, p. 6. 
7 Ibid. p. 3. 
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Report expressed ‘serious concern’ that ‘the potential benefits of the Auditor General’s work are 
not currently being maximised’ because ‘neither the Auditor General nor the Public Accounts 
Committee has a formal method of monitoring the progress of agencies in implementing 
recommendations’.9 The Report made a number of recommendations to strengthen the role of the 
Auditor General and the Public Accounts Committee in securing public sector accountability—the 
principal one being that: 

An agency subject to Performance Examinations will be required to report to the Public Accounts 
Committee within 12 months of the Auditor General’s Report being tabled in Parliament as to what 
action it has taken to implement the Auditor General’s recommendations.10  

The then Auditor General expressed support for the Committee’s initiative, stating that it could 
‘only improve the effectiveness’ of the audit process, and further recommended that the reporting 
requirement should extend to Compliance Examinations—a suggestion subsequently adopted by 
the Committee.11 It was not proposed at the time by either the Committee or the Auditor General 
that the Assurance Audits Report tabled annually by the Auditor General be reviewed, and these 
reports have not been included in the review process. 

The Public Accounts Committee of the 36th Parliament established a process to follow up the 
progress of public sector agencies in implementing the Auditor General’s recommendations in 
Performance and Compliance Examination Reports, and the Public Accounts Committees of the 
37th and 38th parliaments resolved to continue this practice. To facilitate and streamline the 
agency reporting process the Committee, in consultation with the Office of the Auditor General, 
developed and issued Guidelines for Agencies Preparing a Response to the Committee of a Report 
of the Auditor General in 2009. Since 2006 four reviews of the Reports of the Auditor General 
have been tabled. 

1.2 Extension of Review Process by Public Accounts Committee 

On 11 November 2009 the Auditor General tabled Report No. 13, Audit Results Report 2008–09 
Assurance Audits in which three agencies—the Metropolitan Public Hospitals, the Western 
Australian Sports Centre Trust and the Local Health Authorities Analytical Committee—received 
qualified opinions. The qualified opinion with respect to the Metropolitan Public Hospitals related 
to this agency accessing $24.9 million of restricted funds to meet operational needs, demonstrating 
that: 

 

                                                                                                                                                                                                   
8 Office of the Auditor General for Western Australia, Audit Results Report 2008–09 Assurance Audits, Report No. 13 – November 

2009. 
9 Public Accounts Committee, The 2001–2002 Annual Report of the Office of the Auditor General: A Performance Review, Report 

No. 3, Parliament of Western Australia, Perth, 15 May 2003, p. 6. 
10 Ibid, Recommendation 5, p. xvi. 
11 Office of the Auditor General for Western Australia, Auditor General’s Response to Public Accounts Committee Report Number 

3 The 2001–2002 Annual Report of the Office of the Auditor General: A Performance Review, p. 2. 
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Controls over these restricted funds, which include specific purpose grants money, were inadequate 
for ensuring that they were spent only for their approved purpose.12 

This accessing of restricted funds was subsequently criticised by the Auditor General as being 
‘very unusual and entirely inappropriate’.13 The Auditor General further observed: 

The concern is that agencies are given an allocation by the Parliament which they are required to 
live within and they [Metropolitan Public Hospitals] have stepped outside of the budgetary process 
because they could not meet their operational expenses.14  

The Committee resolved on 18 November 2009 to extend its review of the Auditor General’s 
Reports to include the 2009 Audit Results Report. The Committee wrote to the Western Australian 
Sports Centre Trust and the Local Health Authorities Analytical Committee requesting 
information as to measures taken by these agencies to address the concerns identified by the 
Auditor General. The Committee was satisfied with the information provided by both agencies 
and resolved to conclude its follow up.  

Given the seriousness of the qualified opinion relating to the Metropolitan Public Hospitals, the 
Committee determined to hold a public hearing to examine further the issues surrounding the 
agency’s accessing of restricted funds. On 2 December 2009 the then Director General of the 
Department of Health, Dr Peter Flett, accompanied by Mr Danny Cloghan, the then Acting 
Executive Director, Corporate and Finance, Department of Health, attended a public hearing at 
which Dr Flett answered a range of questions regarding the issues identified by the Auditor 
General. A further seven questions on notice were submitted to Dr Flett who provided a written 
response on 21 December 2009.  

In the interest of furthering public sector transparency and accountability, the Public Accounts 
Committee considers that the information provided by Dr Flett should be available in the public 
domain. Accordingly, the transcript of the hearing and the answers to the questions on notice 
appear as Appendices to this Report. Both documents are also available electronically on the 
Parliament’s website. 

 

 

                                                            
12 Audit Results Report 2008–09 Assurance Audits, p. 10. 
13 Quotation from, Robert Taylor, “$25m raid on medical fund ‘wrong’: Auditor”, The West Australian, 12 November 2009, p. 1. 
14 Ibid. 
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APPENDIX ONE 

SUBMISSIONS RECEIVED 
 

List of submissions received for the inquiry. 
 
Date Name Position Organisation 

21 December 2009 Dr Peter Flett Director General Department of Health 
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APPENDIX TWO 

HEARINGS 
 

List of hearings for the inquiry. 
 
Date Name Position Organisation 

2 December 2009 Dr Peter Flett Director General Department of Health 

2 December 2009 Mr Danny Cloghan Acting Executive 
Director, Corporate and 
Finance 

Department of Health 
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APPENDIX THREE 
 

TRANSCRIPT OF EVIDENCE BY THE DEPARTMENT OF HEALTH 

2 DECEMBER 2009 
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APPENDIX FOUR 

QUESTIONS ON NOTICE ARISING FROM PUBLIC ACCOUNTS COMMITTEE  

HEARING ON 2 DECEMBER 2009 
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