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ACRONYMS & GLOSSARY OF TERMS 

Acronyms Glossary of Terms/Definition  

AGO Auditor-General’s Office 

CEO Chief Executive Officer 

EHPHA Eastern Highlands Provincial Health Authority 

GoPNG 

IAS 
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IFA 

ISA 

KRAs 

MP 

PFMA 

PGAS 

Government of Papua New Guinea  

International Accounting Standards 

Internal Audit Unit 

International Federation of Accountants 

International Standards on Auditing 

Key Result Areas 

Member of Parliament 

Public Finances (Management) Act, 1995 (as amended) 

Provincial Government Accounting System 

PHA Provincial Health Authority 

PNG Papua New Guinea 
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EXECUTIVE SUMMARY 

 

Purpose 

Pursuant to Section 7 (3) of the Audit Act, 1989 (as amended) which requires the Auditor-General 

to report to Parliament on the results of audits undertaken, this Report of the Auditor-General on 

Eastern Highlands Provincial Health Authority Accounts for the years ended 31 December, 2014 

& 2015 summarizes the audit finding arising from my review of the PHA’s Financial Statements 

and Internal Control Environment. My audit findings and recommendations have been 

communicated to the Authority by way of Management Letters followed by my Audit Opinion 

Reports to the Minister for Health and HIV/AIDS and Finance Minister issued on 25th May 2020. 

Financial Performance Results 

The financial performance results for the two years ended 31 December, 2015 and 2014 are 

illustrated in Figure 1 below: 

 The financial performance results for 2015 & 2014 were a surplus of K2,747,859 slightly 

less however, to that of 2014 by K4,492,885 and a surplus of K7,240,744 a huge 

improvement from 2013 deficit of K929,585.  

 

 Overall annual financial performance results as at 31 December, 2015 & 2014 were 

surplus fund balances of K9,390,040 and K9,180,450 respectively, an increase of 

K209,590 in the current year.  

Figure 1: Financial Performance Results (as per the Financial Statements) 

 

                   

        2015 (K)        2014 (K)        Variance (K) 

Total Revenue          45,990,725      48.894,453          2,903,728 

Less: Total Expenditure        43,242,866      41,653,709          1,589,157 

Operating Results            2,747,859       7,240,744          4,492,885 

Add: Accumulated Fund Balance           9,115,255       1,939,706          7,175,549 

Operating Results as at 31 December      9,390,040       9,180,450             209,590 

 

Cash Balance as at 31 December          9,390,040        9,180,450  209,590 

 

Readers of this Report should note that the PHA’s 2014-2015 report is the first and the last 

presented as an Individual Report and will not be included in my overall 2020 Part III Report to 

the National Parliament. This means that the results of the subsequent financial years’ audits for 

the EHPHA will be issued as an annual compendium report as in the past.  

 

This Report will be available through the AGO website (www.ago.gov.pg) once it is tabled in 

Parliament. 

 

 

 

 

 

 

 

http://www.ago.gov.pg/
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1.0 EASTERN HIGHLANDS PROVINCIAL HEALTH AUTHORITY 

 

1.1 Enabling Entity Legislation 

On the 24th June, 2012 the Goroka General Hospital was established as Eastern Highlands 

Provincial Health Authority (EHPHA), and all functions of the Hospital were integrated 

under the Provincial Health Authorities Act, 2007 which regulates the services and 

functions of the Provincial Health Authority, the Board, the CEO and appointment of 

Officers.  

In partnership with the Eastern Highlands Provincial Government the EHPHA is mandated 

under the Health Administration Act, 1997 and the Organic Law to oversee the 

implementation of the National Health policies and programs in the province. 

1.2 Functional Responsibilities or Structure  

The EHPHA organization structure includes both a Corporate Management Structure and 

Corporate Governance Structure. The Corporate Management Structure comprises of the 

Curative Health Services, Public Health and Corporate Services. 

The EHPHA has a fully functional Board in place appointed by the National Executive 

Council. The Board comprises of the Chairman, Deputy Chairman and appointed 

representatives and other relevant and associated committees who report to the Board on 

matters of risks and responsibilities assigned to them. The PHA’s Board of Governance 

and Organizational Management Structure were designed to operate as shown in the 

diagram below.  
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1.3 Policies and Budget 

Vision, Mission and Values 

Working together with the spirit of teamwork to attain the PHA’s vision, mission and 

values as stated below remains to be the EHPHA’s priority: 

 

 Vision – creating healthy, vibrant and prosperous communities. 

 Mission – to serve the public righteously and working beyond all boundaries. 

 Values – embracing Righteousness (Leadership, Good Governance); Truth 

(Accountability, Transparency, Integrity, Quality); Love (Passion, Collaboration); 

and Peace (Decision making and commitment) as the guiding pillars to realizing 

the PHA’s vision. 

 

 Corporate Governance 

Corporate Governance is the way in which an organisation is controlled and governed in 

order to achieve its objectives. The EHPHA Corporate Plan for the period 2015 to 2020 

embraces the eight (8) Key Result Areas (KRAs) of the National Health Plan (2011-2020) 

that is aimed at aligning the country’s health system as shown below.  

 

 
 

Policies  

The EHPHA has in place its Annual Implementation Plans, Corporate and Strategic Health 

Services Development Plans and work-related Policies consistent with the Provincial 

Health Authority Act 2007, PFMA Act, 1995 (as amended) and General Orders.  

Budget 

The following graph shows the budget performance during the financial years ended 31st 

December, 2014 and 2015.  

•IMPROVE SERVICE DELIVERYKRA 1

•STRENGTHEN PARTNERSHIP AND COORDINATION WITH STAKE 
HOLDERS

KRA 2

•STRENGTHEN HEALTH SYSTEMS AND GOVERNANCEKRA 3

•IMPROVE CHILD SURVIVALKRA 4

• IMPROVE MATERNAL HEALTHKRA 5

•REDUCE THE BURDEN OF COMMUNICABLE DISEASESKRA 6

•PROMOTE HEALTHY LIFESTYLEKRA 7

•IMPROVE  PREPAREDNESS FOR DISEASE OUTBREAKS AND EMERGING 
POPULATION HEALTH ISSUES

KRA 8
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The EHPHA has a total of 261 health facilities in the province, out of which 145 are 

operational as detailed in the table below.  

 

37,000,000

38,000,000

39,000,000

40,000,000

41,000,000

42,000,000

43,000,000

44,000,000

45,000,000

Revised
Appropriation

Receipt Expense

44,244,016 44,244,016

39,561,818

40,249,088 40,249,088 40,320,327 2014

2015



Eastern Highlands Provincial Health Authority 

2014 & 2015 Audit Report to Parliament Page 6 

 

2.0 AUDITOR-GENERAL  
 

2.1 The Role and Mandate of the Auditor-General 

The responsibilities of the Auditor-General are specified in Section 214 of the National 

Constitution, Sections 3, 4 and 8 of the Audit Act, 1989 (as amended), Section 39 of the 

Provincial Health Authority Act 2007 and Section 63(4) of the Public Finances 

(Management) Act, 1995 (as amended) 2016 (PFMA). Subject to these laws, the Auditor-

General has complete discretion in the performance or exercise of the mandated functions 

or powers. 

2.2 Report to Parliament 

Provisions under the Audit Act require that I furnish before 30th April of the following year, 

an audit report to the Minister in accordance with Part II of the Audit Act 1989 (as 

amended) on the accounts of all bodies set up by an Act of the Parliament, or by executive 

or administrative act of the National Executive, for governmental or official purposes and 

that I report to Parliament on the results of audits undertaken as to: 

 whether the financial statements, to which the report relates, are based on proper 

accounts and records; 

 whether the financial statements are in agreement with the accounts and records 

and whether they show fairly the financial operations for the period; 

 whether the receipt and payment and investment of moneys and the acquisition and 

disposal of assets during the year have been in accordance with the Public 

Finances (Management) Act, 1995 (PFMA); and 

 such other matters arising out of the financial statements, to which the report 

relates, as the Auditor-General considers should be reported. 

2.3 Audit Scope and Nature of Audit 

Audit Objective 

The audits of EHPHA’s financial statements for the years ended 31 December, 2014 and 

2015 were planned and performed in accordance with the International Standards on 

Auditing (ISA) as promulgated by the International Federation of Accountants (IFA) with 

the objectives of:  

 obtaining reasonable assurance on the integrity and reliability of its financial 

statements and other information contained therein, to determine compliance with 

disclosure requirements issued under Finance Instructions; the effectiveness of the 

internal controls systems in place; and determining the extent of compliance with 

applicable laws, regulations and directives. The audit procedures applied were intended 

to reveal system weaknesses, which could result in losses or errors, fraud and 

mismanagement of public funds; and 

 informing stake-holders on the performance of the PHA during the years under review; 

evaluating the reliability and effectiveness of its corporate governance; status of its 

current and future development programs, if any; and ascertaining significant control 
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weaknesses as well as the remedial actions taken to improve its performance for better 

service delivery. 

 

Audit Scope  

 

The 2014 and 2015 audits of the accounts and records of EHPHA were directed primarily 

at the evaluation of internal control systems together with such other examinations as were 

considered necessary. The audit involved performing procedures to obtain audit evidence 

about the amounts and disclosures in the financial statements and included compliance 

with provisions of Section 62 of the Public Finances (Management) Act, 1995 and with 

other relevant financial instructions issued from time to time. 

 

The audit included reviews of the financial statements, budgetary controls, verification of 

cash and bank balances; examination on a sample basis, of the revenue, paid accounts and 

procurement management; capital works and maintenance, assets management, cash 

advances, personnel emoluments, and review of corporate governance in terms of 

effectiveness of the PHA Board and internal audit, and other operational matters.  

 

Nature of Audit 

 

The engagement is an assurance audit. Compliance with relevant legislation is of 

paramount importance in safeguarding the public resources. As such, the audit of the 

EHPHA for the years ended 31 December, 2014 and 2015 included reviews and tests to 

ascertain whether key provisions of the Public Finances (Management) Act, 1995 and 

Audit Act, 1989 (as amended) had been adhered to.  

 

The nature of an audit is influenced by factors such as the use of professional judgment 

and the assessment of the risks of material misstatements of the financial statements, 

whether due to fraud or error. The audits of the EHPHA for the years ended 31st 

December, 2014 and 2015 however, were not required to search specifically for fraud and 

therefore the audits cannot be relied upon to disclose all such matters. Nevertheless, the 

audits of the PHA were planned and executed so that I can have a reasonable expectation 

of detecting material misstatements resulting from irregularities, including fraud. 

 

Period of Reporting 

 

This audit report covers the financial years ended 31 December 2014 and 2015. The audits 

were in arrears hence, were completed and now reported in the 2019/2020 Audit Cycle. 

 

 

3.0 RESULTS OF AUDIT  
 

3.1 Audit Opinions 

 

Financial statements audits are an independent examination of the financial accounting and 

reporting of PHAs. The results of the examination are presented in an audit report, which 

expresses the auditor’s opinion on whether the financial statements as a whole and the 

information contained therein, fairly reflect the results of the PHA’s operations during the 

year and financial position at yearend.  
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The audit reports on the Financial Statements of Eastern Highlands Provincial Health 

Authority for the years ended 31 December, 2014 and 2015 were issued on 25th May 2020. 

Both reports contained Qualified Opinion. The details of the basis of the ‘Qualified 

Opinions’ are presented on Appendices A & C of this Report. 

 

3.2 Audited Financial Statements  

 

PHAs are required to prepare their financial statements in accordance with the Finance 

Instructions 2/2004 – Financial Statement Format for Non-Trading Public Bodies. The 

EHPHA Financial Statements for the fiscal years ended 31 December, 2014 & 2015 were 

prepared on a Cash Basis of Accounting in accordance with the International Public 

Sector Accounting Standards (IPSASs). I have audited the financial statements and 

accounts and records of EHPHA for the years ended 31 December, 2014 and 2015 and 

reported to the Minister responsible in accordance with Section 8(4) of the Audit Act 1989 

(as amended).  

 

Overall, the Fund and corresponding Cash Balances of K9,115,255 and K6,863,114 for the 

respective years were overstated by K101,263 being unpresented cheque amount 

erroneously taken up in income and expense statement rather than bank reconciliation 

statement.  

 

The financial statements among others, comprised: 

 
Management Declaration 

Consolidated Statement of Receipts and Payments 

Statement of Receipts and Payments for Operating Account 

Statement of Receipts and Payments for Trust Account 

Notes to and Forming Part of the Financial Statements 

 

The PHA’s audited financial statements for the years 31 December, 2014 and 2015 are 

presented in Appendices B & D of this Report. 

 

3.3 Other Significant Matters 
 

In accordance with section 8(2) of the Audit Act 1989 I have a duty to report on significant 

matters arising out of the inspection and audit of any accounts and records and financial 

transactions in respect of each financial period for which financial statements are prepared 

and to which the report relates. The audit observations arising from my review of the 

financial statements and discrepancies noted with the internal control environment relating 

to the EHPHA for the years ended 31 December, 2014 and 2015 had been communicated 

to the management of the PHA by way of a Management Letter, a formal correspondence 

containing details of all audit issues together with recommendations for remedial actions 

for improvement. I have observed similar issues in 2014 and 2015 audits hence, only the 

2015 issues are presented. I draw attention to these issues:  
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3.3.1 Budgetary Control 

 Although the National Government Grants had instances of under and over  

expenditures but generally within annual budget, the Health Authority however, did 

not provide the relevant Appropriation Act and quarterly budget review documents to 

substantiate its budgetary control process; 

 

 The PHA had collected and expended a total of K6,006,637 and K3,187,542 

respectively during the year from Internal Revenue (User Pay Fees) without any 

evidence of a prepared annual budget for purposes of monitoring its revenue and 

expenditure performance; and 

 

 The Provincial Health Authority is required to have monthly and quarterly budget 

reviews as part of budgetary control purposes to help monitor and maintain control 

over the receipt, payments and cash management. I sighted no evidence to suggest that 

such reviews were done during the financial year under review. 

 

3.3.2 Revenue Collection and Banking 

 Instances of missing Collector Statements, prolonged banking delays and under-

banking of internal revenue collections; and 

 

 Absence of independent spot checks on daily collections, receipting and banking by 

senior accounting officer or management had resulted in instances of staff actually 

borrowing cash illegally from the revenue office. 

 
3.3.3 Payment of Accounts & Procurement Management  

 

Procedural Deficiencies 

 

Procurement Register not maintained to register verbal and written quotations and that 

payment vouchers not stamped ‘PAID’ to avoid chances of duplicate payments. 

 

Missing Payment Vouchers 

 

Audit unable to ascertain the validity and authenticity of payments totalling K639,436 in 

55 instances due to missing paid vouchers.  

Hospital Transport, Fuel, Motor Vehicle Hires, and Maintenance  

 

The EHPHA had expended over K425,700 on its transport related activities during the year 

under review.  The following had been observed:  

 

 The EHPHA had no Transport Policy in place to manage and control the operations of 

its fleet of vehicles nor a fleet register made available for audit verification;   
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 A damaged brand new Blue Range Rover left unattended to at a certain workshop for 

repair not supported by police and hospital reports to ascertain the cause of the damage 

and the person responsible; 

 

 No proper reconciliation summary report on fuel consumption available to substantiate 

the validity of the fuel expenses totaling K187,651; 

 

 The PHA had no vehicle log book to record daily mileage usage to prevent 

unnecessary movements of the Health Authority’s motor vehicles; 

 

 Audit noted 5 vehicles sitting idle at the car park and near the incinerator house and are 

due for Board of Survey’ disposal, however no attempts were made by the hospital to 

dispose them.  The risk of parts going missing is very high as such it is advised that the 

vehicles should be disposed as soon possible. 

 

 A payment to Niufana and Mufana for vehicle hire on separate cheques at K4,550 each 

were observed to be an intentional duplicate payment. Review of the related documents 

revealed no evidence to indicate the existence of an entity named “Niufana Hire Car”. 

Audit review further revealed that the letter ‘M’ in Mufana was altered to Niufana 

whilst all other details remained the same as Mufana’s invoice details.  

 

Rental Payments 

 

Rental payments for the rented accommodation for the senior officers, doctors and nurses 

during the year amounted to K1, 758,996.  Review of these payments revealed the 

following issues: 

 

  The EHPHA had no Housing Policy detailing the guidelines and control procedures 

involve in the EHPHA housing matters.  Furthermore, there was lack of proper rental 

payment reconciliations with payroll confirmation and housing allowances paid 

through the payroll hence, a high risk of payment of rentals to ineligible staff for 

certain categories of accommodation;   

 

 A certain payment totaling K12,000 made to Siane Surgical Service being advance 

payment of rental for three months ended 31st March, 2016 observed as contrary to the 

Director Corporate Service (DCS) disapproval of claim thus, bypassing the DCS 

instruction;   

 

Stationary and General Stores Payments 

Payments in relation to stationary and general stores during the amounted to K305,922. 

Review of these payments revealed the following issues: 

 No evidence of stock control measures in place relating to purchases of the non-

clinical items from stationaries, cleaning detergents, cleaning equipment, inks, tonner 

and cartridges as confirmed by the officers from the general stores and supply section 

of the hospital which supposed to be the central area of keeping all non-clinical 

supplies for the hospital. Consequently, I was unable to verify the movement of stocks 

at the hospital stores section due to lack of proper stock ledgers; and 
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 A duplication of the role of the General Stores in that sections or departments were 

purchasing for their own office stationaries and supplies needs. 

 

Payment of Hospital Kitchen Ration 

 

Payments in respect of Hospital Kitchen Ration during the year amounted to K424,130. 

Review of these payments as well as the observations and inspection conducted on the 

maintenance of stock ledgers revealed however, that there had been no proper register 

maintained to monitor movement of stock and stock on- hand which may result in rations 

going missing or stolen without any trace.  Further, verification of the Meal Menu for the 

patients noted as lacking nutrition which may not be helpful for recovery process of 

patients in the hospital.   

Public Utilities 

Payments made in respect of utilities (rates, water, phone bills, electricity, gas and 

networks) during the year amounted to K772,388. Claims verification had been noted as a 

serious weakness thus, exposing EHPHA to the risk of duplication, overpayment and 

fraudulent activities.   

Tax – IRC 

 

At the time of audit in November of 2016, I noted that the EHPHA had a total tax liability 

of K629,665 with IRC comprising of K288,941 and K340,724 for 2015 and 2016 financial 

years respectively.  

 

3.3.4 Capital Works & Maintenance  

 

My examination of the procurements incurred under infrastructure rehabilitation, 

building, renovation and maintenance improvement projects identified the following 

issues: 

 

 most rehabilitation and maintenances improvements projects were engaged in 

2013 and rolled over to 2014 and 2015 were in progress with no other major 

new or additional projects.  Seven (7) projects were funded from the PSIP and 

PIP funds administered by the EHPHA with total allocation of K3,020,520 less 

the payments to-date of K1,049,125 and the balance of K1,971,395 to be paid 

progressively; and 

 

 the contractor payment schedule and ledger reconciliation was adequately 

maintained and updated with regards to the progressive payments.  However, I 

did not sight evidence of STB involvement, minutes of board meetings, COI’s 

issued if any, engineer’s project progressive and inspection reports. In the 

absence of these records I could not ascertain whether payments to contractors 

were done in compliance with government standard procurement procedures. 

 

3.3.5 Fixed Assets Management  

 

My review of the fixed assets register and other related documents revealed the following 

matters: 

 A proper analysis of fixed assets such as washing machines, desk tops & laptops, and 

furniture & equipment purchased during the year could not be extracted from Attaché’s 
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Expenditure Program due to the limitation of the Program in printing the detailed 

description; 

 

 No evidence of a comprehensive assets register maintained as also reported in the 

previous years, a Vehicle Fleet Listing and Vehicle Policy and records of any stock-

take conducted were available at the date of the audit in November 2016 for audit 

review. Consequently, I was unable to ascertain whether adequate controls were 

exercised by the EHPH over the assets under its custody during the year.   

 

3.3.6 Advances Management 

 

My review and examination of records and related documents pertaining to the 

management of advances revealed the following matters:  

 

 Details as well as the total amount expended on advances during year could not be 

ascertained due to the limitation of the Attaché Software Program as indicated 

elsewhere above; and 

 

 Travel Advances Registers and acquittal files not properly maintained thus, 

contravening Part 20 of the Public Finances Management Act.   

 

3.3.7 Salaries & Wages 

 

My review of salaries and wages revealed the following issues: 

 

 Audit noted an over-expenditure of K5, 927,804 due to unbudgeted payments in 

salaries and allowances against the Appropriation of K23,700,000.  A breakup of the 

total expenditure of K29, 627, 804 for 2015 could not be provided as information to 

that effect was not produced by the NDoH Payroll Section; 

 

 Staff personnel files not properly updated nor maintained with salary history cards, 

contract documents and employees data information; 

 

 Leave & Gratuity registers and Salaries & Wages Tax Declarations records not 

adequately maintained nor updated to effectively monitor the expenditures when due; 

 

 Wages for the short term Contract Officers engaged during the impasse amounted to  

more than K100, 000 per fortnight may not have been budgeted for, nor reviewed to 

avoid unnecessary depleting of  funds against other vital services; and 

 

 Twenty nine instances of payments totalling K207, 291 noted to have been made to the 

Hospital Pay-mistress during the year.  Further examination of the of payments 

revealed the following other issues of concern: 
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(i) Separate payments of K10,002 and K13, 094 being for overtime (OT) lacked 

the required supporting documentations such as authorized approved list of 

staff, approved rates for calculation of OT and evidence of collection of monies 

by concerned staffs; and   

 

(ii) Payments totalling K27, 447 to various staff being for under payments of base 

salaries noted to have been paid out of the Internal Revenue Funds rather than 

through the Salaries & Wages. Audit sighted no evidence of reimbursements to 

the internal revenue fund. 

 

3.3.8 Board Meeting Minutes 

I noted that board meetings were carried out as required and its meeting minutes were 

observed.  However, few of the meeting minutes were unsigned thus invalidating the 

legality of the meeting minutes. No matters of significance with financial implications 

were noted. 

3.3.9 Internal Audit  

The Eastern Highlands Provincial Health Authority did not establish an Internal Audit Unit 

during the 2015 financial year. As a result no internal audit was done on the accounts of 

PHA nor the Internal Audit Committee established to enforce the audit recommendations 

from the Auditor General’s Office.  

3.3.10 Corporate Governance  

The Eastern Highlands Provincial Health Authority has developed a Corporate Plan for the 

period 2015-2020 that established long term objectives, set priorities and targets. However, 

no comments could be made on the effectiveness of its Corporate Plan at date of the audit 

in November 2016 as DPM was still in the process of INPUT and ENDORESMENT of the 

HA’s Corporate Plan.   

3.3.11 Other Operational Matters  

My inspection of the EHPHA’s physical environment and structural setup revealed 

following issues: 

Pharmacy 

Medical supplies, particularly drugs are supplied from the Lae Area Medical Store to the 

hospital medical store, to the dispensary and eventually to the wards and the outpatient. 

Lack of proper stock control to monitor the flow of drugs and medical supplies whilst 

maintaining adequate stock level at any given point in time however, noted as major 

concern.   

Hospital Kitchen 

 No proper stock control over purchases, storage and issuance of rations. 

 Kitchen area un-hygienic hence, needs regular cleaning. 

 The adequacy and type of stocks on hand at any one time may not be sufficient and 

appropriate to providing the required nutritional meals to patients. 
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 Only a single and a same personnel responsible for the keys to the main kitchen door 

and the inner rations store room posing the risk of stocks going missing is high. 

 The kitchen area in need of a general maintenance and renovation work.   

Biomedical Equipment 

Old, damaged and non-functioning equipment in dire need of urgent replacement.   

Hospital Water Supply 

The EHPHA shares the same Goroka Town water supply system managed by the Goroka 

Town Authority.  As such, in the event of water rationing, the PHA is faced with limited or 

no water supply for its patients, doctors and nurses hence, a need for a proper and 

adequately maintained emergency water supply alternatives including Tufa Tanks. 

 

4.0 ENTITY COMMENTS AND RESPONSES  

 

After the completion of my field audits, I normally issue Management Letters to the 

Provincial Health Authorities for management to respond accordingly to issues that I have 

found to be inconsistent, unlawful, non-compliant and incorrectly disclosed in the Financial 

Statement. 

To be reasonable and impartial this avenue facilitates management responses so that 

Parliament is acquainted accordingly in relation to the lapses that may have been 

committed in the respective financial years. I have reported by way of Management 

Letters, the results of my audits on the financial statements and accounts and records of 

EHPHA for the years under review to the Chief Executive Officer on 29th February, 2017. 

As at the time of preparing this Report in June, 2020 the Management had not responded to 

my audit queries and recommendations for improvement.   

 

 

5.0 FOLLOW UP ACTION  
 

Verification of the management’s actions on the audit recommendations for improvements 

particularly in terms of the internal control environment is a necessary procedure to 

ensuring that the control weaknesses have actually been rectified. I intend to follow up on 

the management’s implementation of the audit recommendations by way of a review of the 

management letter responses, enquiry at the entry interview at the commencement of the 

subsequent years’ audits and/or physically verifying the actions taken to date in 

conjunction with the audits of the 2016, 2017, 2018 and 2019 financial statements.  

 

 

6.0  STAKEHOLDERS EXPECTATIONS 
 

As in the past, EHPHA had been heavily reliant on the National Government and other 

stakeholders for its budget support during the years under review. For instance, the 

government grants for 2014 & 2015 amounted to K77,710,828 whilst other stakeholders 

provided K6,782,276. As such, the PHA owes a great deal to the Government of Papua 

New Guinea (GoPNG) and other donor agencies as stakeholders for its specific and general 

health service delivery responsibilities to the people of Eastern Highlands. The 

stakeholders thus have the right to know where and how the resources have been used and 

of course, the outcomes thereof. 
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With strong stakeholder support, service delivery as envisaged by the National 
Government are achievable singlehandedly. EHPHA has embarked on strengthening its 
stakeholder relationships with effective oversight mechanisms to further its goals and 
objectives to provide the best health deliverables to the people of Eastern Highlands 
Province. 
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The PHA has a strong stakeholder support over the years as indicated in the table below.  
 
 

 
 

 

7.0 AUDIT RECOMMENDATIONS  

 
Effective internal controls are fundamental to the government agencies meeting their 
operational, financial and service delivery responsibilities, and the EHPHA was no 
exception. Similarly, sound financial management and accountability reporting 
demonstrate the Health Authority’s commitment to transparency and good governance. As 
such, the audits of financial statements and accounts and records of the PHA for the years 
ended 31 December, 2014 and 2015 with the resultant management letters and audit 
reports to that effect, were part and partial of the overall corporate governance strategy. 
The contents of the Management Letters necessarily included economic and financial 
implications as well as the recommendations for improvements to the issues raised, a 
summary of which is provided in Appendix ‘E’ of this Report. 

 

 

8.0  WAY FORWARD 
 

Audit plays an important role in assisting PHA achieving its health plans by encouraging 

good governance, transparency and accountability in the implementation of its National 

Health policies and practices. The EHPHA is therefore, encouraged to take on board or put 

in place practical measures to implement the audit recommendations related to areas of 

internal controls environment. Establishing a mechanism for regular internal review and 

coordinated implementation of health development policies and practices for instance, 

would ensure a more rigorous response and that better information is available when audit 

recommendations are followed up as this may also lead to more timely and focused 

actions.  
 

As noted in paragraph 6 above, the EHPHA is considerably reliant on the national 

government and other donor agencies for its annual support grants for both its curative 

health services and the implementation of National Health policies and programs in the 
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province. As such, more public reporting of implementation should be an opportunity for 

the PHA to highlight its achievements and so, provide transparency to stakeholders. 

Additionally, the PHA is encouraged to maintain consistency and proactive in timely 

preparation and submission of its financial statements for audit. 
 

 

9.0  APPENDICES 

   

As stated under Paragraph 3 above, Appendices ‘A’, ‘B’, ‘C’ ‘D’ and ‘E’ form part of this 

Report. 

 

Appendix A - EH PHA 2014 Audit Opinion 

 

Appendix B - EH PHA 2014 Certified Financial Statements 

 

Appendix C - EH PHA  2015 Audit Opinion 

 

Appendix D - EH PHA 2015 Certified Financial Statements  

 

Appendix E - Summary of Audit Recommendations 
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9.1 Appendix A: EHPHA 2014 Audit Opinion  
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Eastern Highlands Provincial Health Authority 

2014 & 2015 Audit Report to Parliament Page 22 

 

9.2 Appendix B: EHPHA 2014 Certified Financial Statements 

  

 

PROVINCIAL HEALTH  

AUTHORITIES 

 

DIVISION 244 

FINANCIAL REPORT 2014 

 

 

EASTERN HIGHLANDS 

PROVINCIAL HEALTH 

AUTHORITY 

 

Prepared: 25th May, 2016 
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9.3 Appendix C: EHPHA 2015 Audit Opinion  
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9.4 Appendix D: EHPHA 2015 Certified Financial Statements 

 

 

PROVINCIAL HEALTH  

AUTHORITIES 

 

DIVISION 244 

FINANCIAL REPORT 2015 

 

 

EASTERN HIGHLANDS 

PROVINCIAL HEALTH 

AUTHORITY 

 

Prepared: 25th May, 2016 
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9.5 Appendix E: EHPHA 2014 & 2015 Summary of Audit Recommendations 

Management Letters (MLs) for the years under review containing audit recommendations for 

improvement were issued to the CEO on 29th February, 2017. The MLs contained similar audit 

recommendations hence, only the 2015 recommendations are reported as follows: 

 

Budgetary Control  

PHA to ensure that a budget for Grants and Internal Revenue is achievable and expenditures 

complied with budgetary appropriations with adequate monitoring by way of budget review 

reports. 

Revenue Collection and Banking 

 Ensure surprise checks on the collections and banking; 

 Related official receipts, collector statements, bank deposit slips, till rolls and till collection 

summary sheet to be properly filed and kept for management and audit purposes; 

 Posting of collector statements to the cash book and revenue ledgers must be done regularly 

and on a timely manner; and 

 Borrowing of cash from the cashier’s office should be discouraged. 

Cash and Bank  

 

Ensure cash books are reliably maintained for a reliable and accurate cash position at any given 

time for management and audit purposes. 

 

Payment of Accounts & Procurement Management 

 

 Management ensure that relevant procurement procedures are strictly adhered to when 

processing payments; 

 

 Missing payments vouchers to be located and properly filed and kept in a safe place for 

management and audit purposes; 

 

 Proper reconciliation to be done on procurement of goods and services to avoid duplicate and 

over payments; and 

 

 Management to ensure timely Tax remittances to IRC to avoid likelihood of legal proceedings. 

 

Capital Works & Maintenance  

 

 Ensure proper and effective coordination, monitoring and implementation of initiated projects 

supervised by the Provincial Works Division and that all required reports are updated and 

maintained; and  

 

 Engineer’s and Project Manager’s reports are produced at every phase of the construction to 

warrant release of next lot of payments to ensure quality of work and timely completion of 

projects.  
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Assets Management 

 Ensure a complete and comprehensive Assets Register as required by Financial Instructions is 

maintained for all classes of fixed assets in the custody of the PHA;   

 A proper BOS must be conducted for disposal of obsolete items; and 

 A Vehicle Policy be documented for proper control of the fleet of motor vehicles.   

 

Advances Management  

 

Management to ensure that cash advances for accommodation, airfares and vehicle hire are 

discouraged with adherence to good practice, establish a register of advances and strictly comply 

with the acquittal procedures.  

 

Salaries & Wages  

 

 The Provincial Health Authority to ensure strict compliance with the Public Finances 

(Management) Act, 1995 (as amended) 2016 (PFMA) and the General Orders in all matters of 

personnel emoluments; 

 Contract officers’ employment agreements are properly documented and filed; 

 Gratuity and Leave registers are properly updated and maintained to avoid duplicate or late 

payments to the employees; 

 Ensure payments made through the Pay-mistress/Paymasters are ceased as these pose high risk 

of malpractice and misapplication of funds. All approved payments to be made through the 

staff’s accounts; and 

 PHA to consider engaging and/or the use of an Intensive Alesco Audit software program to 

ensure allowances are paid to genuinely recipients. 

 

Board Meeting Minutes  

 

Management to ensure that all Board meeting minutes are well documented, appropriately signed 

off, filed and safely kept for all legal purpose. 

 

Internal Audit  

 

Due to the amalgamation of the Hospital Board and the Provincial Health functions, there is an 

urgent need for establishment of an Internal Audit Unit and Audit Committee to meaningfully 

contribute to the efforts of good governance within the operation of the PHA.  

 

Other Operational matters  

 

 Board and Management to address issues affecting the kitchen area as noted by the audit;  

 Board to establish a working committee to check all the bio-medical equipment in the 

hospital and identify items to be replaced.  Obviously doctors and nurses would want to 

work with new and reliable equipment and not to create false hope to patients by using 

unworthy equipment on them; 

 Board and Management to seriously address the water issue by connecting all tanks to the 

gutter system to catch rain water to ensure there is constant supply of water; and 

 The EHPHA Board to make it their business and priority to take stock of all Health 

Centres in the remote districts and LLGs and attend to the urgent and priority needs of the 

rural and remote health centres in the province for the benefit of the people of Eastern 

Highlands. 




