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Government response 
This report is subject to Standing Order 191(1): 

Where a report recommends action by, or seeks a response from, the Government, 
the responsible Minister or Leader of the House shall provide its response to the 
Council within not more than 2 months or at the earliest opportunity after that 
time if the Council is adjourned or in recess. 

The two-month period commences on the date of tabling. 
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EXECUTIVE SUMMARY 

1 The Joint Audit Committee (Committee) was re-established on 13 June 2017 to undertake 
the following statutory functions: 

• review the Minister’s review of the operation and effectiveness of the Financial 
Management Act 2006 (FMA) 

• review the operation and effectiveness of the Auditor General Act 2006 

• make recommendations to the Treasurer on the budget of the Office of the Auditor 
General 

• inquire into, and report on, any motion for suspension or removal of the Auditor General 
referred by either House of Parliament. 

2 The Treasurer provided a copy of his review of the operation and effectiveness of the FMA to 
the Committee on 21 June 2018.1 This report contains an examination of the Treasurer’s 
report and the FMA more broadly. In this regard, this report fulfils the Committee’s statutory 
function noted above. In addition, this report reflects on the broader financial management 
framework, examining matters that arose in the course of the Committee’s examination of 
the Treasurer’s report, the previous report on the FMA2 and reports prepared by the 
Committee of the 39th Parliament.3 

3 The Committee has made eight findings and 20 recommendations. In general, the 
recommendations seek to improve the level of disclosure to Parliament or identify areas for 
further work to improve the broader financial management framework of the State. 
Improving disclosures will facilitate the Parliament’s role to scrutinise the operations of 
Government and its agencies. 

 

Findings and recommendations 
Findings and recommendations are grouped as they appear in the text at the page number 
indicated: 

FINDING 1 Page 5 

The Treasurer carried out a review of the operation and effectiveness of the Financial Management 
Act 2006 within the timeframes prescribed in that Act. 

 

FINDING 2 Page 6 

The Treasurer considered and had regard to: 

• whether the Financial Management Act 2006 should continue 

• any other matters that appeared relevant to the operation and effectiveness of the Act. 

                                                      
1  Government of Western Australia, Review of the Financial Management Act (2006) – December 2017 Report, report 

prepared by the Department of Treasury, December 2017. 
2  Government of Western Australia, Review of the Financial Management Act (2006) – March 2014, report prepared 

by the Department of Treasury, March 2014. 
3  Western Australia, Joint Standing Committee on Audit, Report 6, Review of the Minister’s Report on the Financial 

Management Act 2006, August 2017 & Western Australia, Joint Standing Committee on Audit, Report 7, Review of 
the operation and effectiveness of the Auditor General Act 2006, August 2017. 
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FINDING 3 Page 8 

The ‘Review of the Financial Management Act (2006) – December 2017 Report’ would have 
benefited from some discussion of: 

• the broader financial management framework that operates within the State 

• whether the mechanisms within the Financial Management Act 2006 represent good or best 
practice 

• the prevalence or impact of a particular issue. 

 

RECOMMENDATION 1 Page 9 

The Financial Management Act 2006 should be retained. 

 

RECOMMENDATION 2 Page 10 

The Financial Management Act 2006 should be reviewed every ten years. 

 

FINDING 4 Page 12 

The Recommendation in the Second Treasury Report to extend the automatic supply provisions in 
an election year is reasonable. 

 

RECOMMENDATION 3 Page 13 

The Treasurer not proceed with proposed amendments to the Financial Management Act 2006 to 
provide for an automatic appropriation for spending authorised under section 27(1) and 
section 27(2) of the Financial Management Act 2006. 

 

RECOMMENDATION 4 Page 13 

The Treasurer amend the Financial Management Act 2006 to require the Appropriation 
Supplementary Bills for the previous year be assented to before future Appropriation Bills are 
assented to. 

 

RECOMMENDATION 5 Page 14 

The Treasurer amend the Financial Management Act 2006 to require an agency to disclose in its 
annual report when the responsible Minister has issued directions on draft estimates if agreement 
is not reached within the specified timeframe. 

 

RECOMMENDATION 6 Page 16 

The Treasurer amend the Financial Management Act 2006 to require an agency to disclose in its 
annual report a breach of expense limits. 
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RECOMMENDATION 7 Page 17 

The Treasurer include a complete list of agencies that breach their expense limit in the Annual 
Report on State Finances. 

 

RECOMMENDATION 8 Page 18 

The Treasurer amend the Financial Management Act 2006 to require all agencies to prepare a 
resource agreement, unless subject to another accountability mechanism. 

 

RECOMMENDATION 9 Page 18 

The Treasurer amend the Financial Management Act 2006 to require an agency to disclose in its 
annual report when the Treasurer has issued a direction on the contents of a draft resource 
agreement if concurrence is unable to be reached within the specified timeframe. 

 

FINDING 5 Page 19 

Recommendations to reduce the reporting burden on agencies may reduce the level of disclosures 
to Parliament, thus requiring careful consideration of any reduction of information.  

 

RECOMMENDATION 10 Page 23 

The Treasurer amend section 82(2) of the Financial Management Act 2006 to require Ministers to 
include the reasons for making a decision not to provide information to Parliament in the notice to 
Parliament and the Auditor General. 

 

RECOMMENDATION 11 Page 24 

The Treasurer amend the Financial Management Act 2006 to require Ministers to advise Parliament 
of notices of financial difficulty and the proposed response to the issue. 

 

RECOMMENDATION 12 Page 29 

The Treasurer consider whether it is appropriate for the Governor to retain responsibility for 
approving act of grace payments under section 80(2) of the Financial Management Act 2006. 

 

FINDING 6 Page 30 

It is not apparent from the Second Treasury Report that the Treasurer examined whether to 
consolidate financial management legislation into a single Act, as recommended by the previous 
Joint Standing Committee on Audit. 
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RECOMMENDATION 13 Page 31 

The Treasurer should examine whether consolidating financial management legislation would 
improve the financial management framework of Western Australia. 

 

RECOMMENDATION 14 Page 31 

The Treasurer assess, as part of the review of the governance and accountability arrangements of 
Government Trading Enterprises, whether all Government Trading Enterprises should be subject to 
sections 81 and 82 of the Financial Management Act 2006. 

 

RECOMMENDATION 15 Page 32 

The Treasurer assess, as part of the review of the governance and accountability arrangements of 
Government Trading Enterprises, whether Government Trading Enterprises should be subject to 
standardised provisions requiring them to notify the Minister in the event of financial difficulty. 

 

FINDING 7 Page 32 

The Recommendation to amend the Loan Act and future Loan Bills to allow temporary debt 
repayment and re-draw of borrowings is reasonable. 

 

RECOMMENDATION 16 Page 33 

The Government continue to explore an overarching risk management strategy for agencies. 

 

RECOMMENDATION 17 Page 35 

The Premier direct the Public Sector Commission to undertake a review of the categories of 
agencies and other organisations to establish key organisational principles to underpin future 
review and reform of the Western Australian public sector. 

 

RECOMMENDATION 18 Page 36 

The Treasurer progress legislation to abolish inactive agencies. 

 

  



 

Executive Summary v 

FINDING 8 Page 37 

The Committee draws to the attention of Parliament that the following bills are outstanding: 

• Appropriation (Recurrent 2010-11 to 2015-16) Supplementary Bill 2017 

• Appropriation (Capital 2010-11 to 2015-16) Supplementary Bill 2017 

• Appropriation (Recurrent 2016-17) Supplementary Bill 2017 

• Appropriation (Capital 2016-17) Supplementary Bill 2017 

• Appropriation (Recurrent 2017-18) Supplementary Bill 2018 

• Appropriation (Capital 2017-18) Supplementary Bill 2018. 

 

RECOMMENDATION 19 Page 38 

The Office of the Auditor General continue to be subject to a performance review every five years. 

 

RECOMMENDATION 20 Page 39 

The Treasurer amend the Auditor General Act 2006 to remove the requirement to have a Joint 
Standing Committee on Audit and transfer its prescribed functions to the Legislative Council 
Standing Committee on Estimates and Financial Operations. 

Alternatively, the Treasurer should review and rationalise the functions allocated to each 
Committee under the Auditor General Act 2006. 
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CHAPTER 1  
Introduction 

1.1 The Financial Management Act 2006 (FMA) is one of the key Acts that underpin the statutory 
framework for the financial management of the State of Western Australia.4 It sets out 
arrangements for agencies5 and the administration of appropriations (among other matters). 
The FMA is supported by the Financial Management Regulations 2007 and Treasurer’s 
instructions.6 It is vitally important that the FMA and its associated instruments are efficient 
and effective. 

1.2 The Treasurer recently conducted a review of the FMA, as required by that Act. The ‘Review 
of the Financial Management Act (2006) – December 2017 Report’ (Second Treasury Report) 
was provided to the Joint Audit Committee (Committee) on 21 June 2018 and tabled in both 
Houses of Parliament on 27 June 2018. The Second Treasury Report made 19 
recommendations. 

1.3 In this report, the Committee will examine the Second Treasury Report and consider matters 
that affect the operation and effectiveness of the FMA and the broader financial 
management framework of the State. The Committee has made eight findings and 
20 recommendations. Some of the Committee’s recommendations seek to improve the level 
of disclosure to Parliament. 

1.4 In the course of the Committee’s review, the Treasurer advised that the Government is 
currently drafting an omnibus Financial Legislation Amendment Bill (Bill) to implement: 

• selected recommendations from ‘Review of the Financial Management Act (2006) – 
March 2014’ report (First Treasury Report)7 

• selected recommendations from the previous Committee’s report on the First Treasury 
Report8 

• the Second Treasury Report 

• selected recommendations from the previous Committee’s report on the operation and 
effectiveness of the Auditor General Act 2006 (AGA).9,10  

                                                      
4  The other key Acts are the Constitution Act 1889, the Auditor General Act 2006 and the Government Financial 

Responsibility Act 2000. In addition, the enabling legislation of statutory authorities may contain specific financial 
management provisions. 

5  The FMA applies to departments, sub-departments, deemed departments and statutory authorities listed in 
Schedule 1 of the FMA. The FMA may have no or limited applicability to other statutory bodies, such as 
government trading enterprises or public universities. 

6  The FMA permits the Treasurer to issue instructions ‘concerning the principles, practices and procedures to be 
complied with in the financial management of the State’. (Financial Management Act 2006, s 78(1)). As at 
21 December 2018, there were 74 Treasurer’s instructions, covering issues such as banking of money, act of grace 
payments and insurance, and three special Treasurer’s instructions. 

7  The Second Treasury Report identifies 22 recommendations from the First Treasury Report that will be progressed 
as part of the 2017 review. (Government of Western Australia, Review of the Financial Management Act (2006) – 
December 2017 Report, report prepared by the Department of Treasury, December 2017, pp 32-8.) 

8  Western Australia, Joint Standing Committee on Audit, Report 6, Review of the Minister’s Report on the Financial 
Management Act 2006, August 2017. 

9  Western Australia, Joint Standing Committee on Audit, Report 7, Review of the operation and effectiveness of the 
Auditor General Act 2006, August 2016. 

10  The Government will implement the nine recommendations that had been supported by the previous 
Government. (Tabled Paper 4816, Legislative Council, 8 November 2016.) 
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1.5 The Treasurer advised the Bill will be drafted while the Committee conducts its review of the 
Second Treasury Report, with recommendations from this report to be ‘expediently 
considered and addressed as required.’11 The Treasurer intends to introduce the Bill into 
Parliament by 30 June 2019. 

                                                      
11  Hon B Wyatt MLA, Treasurer, Letter, 1 October 2018, p 1. 
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CHAPTER 2  
Committee approach to the statutory review 

Background 
2.1 The Committee was re-established on 13 June 2017 to undertake the following statutory 

functions: 

• review the Minister’s review of the operation and effectiveness of the FMA12 

• review the operation and effectiveness of the AGA13 

• make recommendations to the Treasurer on the budget of the Office of the Auditor 
General14 

• inquire into, and report on, any motion for suspension or removal of the Auditor General 
referred by either House of Parliament.15 

This review fulfils the Committee’s statutory obligations to review the Minister’s review of the 
FMA. 

 The FMA requires the responsible Minister16 to carry out a review of the operation and 
effectiveness of the FMA and the Committee to review the Minister’s review. The FMA states: 

(4) The Joint Standing Committee on Audit — 

(a) is to carry out a review of the report; and 

(b) consider and have regard to any matters that appear to the Joint Standing 
Committee on Audit to be relevant to the report or the operation and 
effectiveness of this Act. 

(5) The Joint Standing Committee on Audit is to prepare a report based on the 
review and, as soon as practicable after the report is prepared, is to cause it to 
be laid before the Legislative Council and the Legislative Assembly.17 

 On 22 August 2018, the Committee resolved to commence its review of the Second Treasury 
Report. This is the second Committee review of the Treasurer’s review of the FMA. The 
previous Committee commenced its review of the First Treasury Report in December 2015 
and tabled its report in both Houses of Parliament in August 2016. 

Committee approach 
 Although the Committee examined many matters,18 this report will reflect on those that are 

likely to be of interest to Parliament or where the Committee proposes particular changes. 

                                                      
12  Financial Management Act 2006 s 85(4). 
13  Auditor General Act 2006 s 48. 
14  ibid., s 44. 
15  ibid., Sch 1, cl 7(4). 
16  The FMA refers to the Minister. Since the Act has been in operation, the responsible Minister has been the 

Treasurer. 
17  Financial Management Act 2006 s 85. 
18  The Committee resolved to examine supply and appropriations; Treasurer’s Advance; annual estimates; resource 

agreements; write-offs; reporting requirements; risk management; act of grace payments; Minister’s decisions not 
to provide information to Parliament; notices of financial difficulty; framework for delegations and authorisations; 
public universities; differences between the Public Sector Management Act 1994 and the FMA; consolidated 
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 The Committee consulted with the Treasurer throughout the Committee’s review process 
and met with the Department of Treasury (Department) on 10 October 2018. The Treasurer 
provided a contact officer in the Department to address any additional questions of fact that 
may arise over the course of the review. 

 The Committee also consulted with the Auditor General. The Auditor General provided a 
useful summary of the Office of the Auditor General’s views on the recommendations 
contained in the First and Second Treasury Reports (Treasury Reports). In providing these 
views, the Auditor General advised: 

I do not believe it is appropriate for me to endorse specific recommendations due 
[to] my role as an independent officer of Parliament rather than a policy maker. 
However, in general I support all initiatives to modernise the financial 
management framework and to remove unnecessary administrative and 
compliance requirements (i.e. reduce red tape of agencies without impairing 
accountability and transparency).19 

2.7 The Report is divided into six chapters. Of note: 

• Chapter 3 will examine whether the Treasurer complied with his obligations under the 
review provisions of the FMA and provide general comments on the Second Treasury 
Report. In this Chapter, the Committee will address its obligations under the FMA to 
‘carry out a review of the report’ and ‘consider and have regard to any matters that 
appear … to be relevant to the report’. 

• Chapter 4 will examine matters of interest to the Committee that relate to the FMA. It will 
include matters arising from the Treasury Reports or the previous Committee’s review20. 
In this Chapter, the Committee will address its obligations under the FMA to ‘consider 
and have regard to any matters that appear … to be relevant … to operation and 
effectiveness of this Act’. 

• Chapter 5 will examine other matters of interest to the Committee that relate to the 
broader financial management of the State. Although outside the statutory remit of this 
review, the Committee reflects on matters previously identified in the Treasury Reports 
or that may be considered in the context of the upcoming Financial Legislation 
Amendment Bill. 

                                                      
financial management legislation; defunct agencies; and body corporate provisions (Western Australian 
Agriculture Authority). 

19  Caroline Spencer, Auditor General, Office of the Auditor General, Letter, 21 November 2018, p 1. 
20  Western Australia, Joint Standing Committee on Audit, Report 6, Review of the Minister’s Report on the Financial 

Management Act 2006, August 2016. 
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CHAPTER 3  
‘Review of the Financial Management Act (2006) – 
December 2017 Report’ 

 In this section, the Committee will: 

• examine whether the Treasurer complied with his obligations under the FMA for the 
review 

• comment on the general contents of the Second Treasury Report. 

Treasurer’s compliance with the Financial Management Act 2006 review 
provisions 

 The FMA states: 

(1) The Minister is to carry out a review of the operation and effectiveness of this 
Act as soon as practicable after — 

(a) the fifth anniversary of its commencement; and 

(b) the expiry of each 5 yearly interval after that anniversary.21 

 The FMA commenced on 1 February 2007, and the second review of the FMA was due to 
commence as soon as practicable after 1 February 2017. The Department established a 
project board consisting of senior Treasury officers and a project team in March 2017. The 
Treasurer endorsed the Department to undertake the review on his behalf on 
8 August 2017.22 

 The Second Treasury Report was finalised in December 2017. The second review was 
conducted over nine months. This is an improvement on the 31 months that the Department 
took to complete its first review.23 

FINDING 1 

The Treasurer carried out a review of the operation and effectiveness of the Financial Management 
Act 2006 within the timeframes prescribed in that Act. 

 The FMA states: 

(2) In the course of a review under subsection (1) the Minister is to consider and 
have regard to — 

(a) whether there is a need for this Act to continue; and 

                                                      
21  Financial Management Act 2006 s 85. 
22  Government of Western Australia, Review of the Financial Management Act (2006) – December 2017 Report, report 

prepared by the Department of Treasury, December 2017, pp 5-6. 
23  The Treasury review commenced in August 2011 and the report was finalised in March 2014 (Government of 

Western Australia, Review of the Financial Management Act (2006) – March 2014, report prepared by the 
Department of Treasury, March 2014, p 7). The previous Committee found that ‘there was a delay finalising the 
Treasury report on the review of the Financial Management Act 2006’ (Western Australia, Joint Standing 
Committee on Audit, Report 6, Review of the Minister’s Report on the Financial Management Act 2006, 
August 2016, p 9). 
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(b) any other matters that appear to the Minister to be relevant to the 
operation and effectiveness of this Act.24 

 The Second Treasury Report recommends that the FMA should continue 
(Recommendation 1). It made a further 17 recommendations on the operation and 
effectiveness of the FMA and one recommendation on the broader financial management 
framework of the State (Recommendation 16). 

FINDING 2 

The Treasurer considered and had regard to: 

• whether the Financial Management Act 2006 should continue 

• any other matters that appeared relevant to the operation and effectiveness of the Act. 

 The FMA states: 

(3) The Minister is to prepare a report based on a review under subsection (1) 
and, as soon as is practicable after the report is prepared, is to cause a copy of 
it — 

(a) to be laid before each House of Parliament; and 

(b) to be given to the Joint Standing Committee on Audit.25 

 There was a six month delay between when the Second Treasury Report was finalised and 
when it was provided to the Committee. This is an improvement on the 18 month delay that 
occurred during the first review of the FMA.26 Timely provision is important. 

General comments on the ‘Review of the Financial Management Act (2006) 
– December 2017 Report’ 

 The Second Treasury Report focuses on the operational issues that have arisen over time 
under the FMA and related instruments. It sets out issues and makes appropriate 
recommendations. Usefully, it provides an update on the status of the recommendations 
made in the First Treasury Report. 

 The Second Treasury Report has 19 recommendations. It recommends that the FMA be 
retained (Recommendation 1) and that the review period be extended from five to ten years 
(Recommendation 2). The remaining recommendations are grouped under the following 
themes: 

• initiatives to improve the efficiency and effectiveness of agency reporting 
(Recommendations 3 to 7) 

• initiatives to strengthen controls over public expenditure (Recommendations 8 and 9) 

• initiatives that provide greater clarity to improve the efficiency and effectiveness of the 
financial management framework (Recommendations 10 to 14) 

                                                      
24  Financial Management Act 2006 s 85. 
25  ibid. 
26  The First Treasury Report was finalised in March 2014 and provided to the previous Committee on 

4 September 2015. The previous Committee found that ‘the Treasury report was not laid before each House of 
Parliament or given to the Joint Standing Committee on Audit ‘as soon as is practicable after the report is 
prepared’, as required by section 85(3) of the Financial Management Act 2006’ (Western Australia, Joint Standing 
Committee on Audit, Report 6, Review of the Minister’s Report on the Financial Management Act 2006, 
August 2016, pp 8 & 12). 
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• initiatives to provide greater flexibility for managing the State’s finances 
(Recommendations 15 to 19). 

 There are six recommendations that may be of particular interest to Parliament. These 
recommendations are to: 

• extend the frequency of FMA reviews from five to ten years (Recommendation 2) 

• implement a tiered financial reporting framework for agencies (Recommendation 5a) 

• require all agencies (including those within a portfolio) to prepare annual estimates 
(Recommendation 9) 

• provide for the automatic appropriation of all expenditure from the Treasurer’s Advance 
and require portfolio ministers to notify the Parliament of that spending 
(Recommendation 14) 

• amend the Loan Acts and future Loan Bills to allow temporary repayment and re-draw of 
borrowings (Recommendation 16) 

• extend the automatic supply provisions in an election year (Recommendation 18). 

These recommendations will be discussed in this report. 

 Given the Second Treasury Report’s focus on operational matters, the Committee notes that 
the discussion in the report sometimes lacks appropriate information on the prevalence or 
impact of a particular issue. For example, there is no indication of how frequently the general 
write-off provisions are used, which agencies may be affected by the introduction of tiered 
financial reporting, or which agencies are currently investing in the ‘same manner’ as the 
Public Bank Account under section 39 of the FMA. Similarly, it lacked any analysis on whether 
the proposed changes to the automatic supply provisions would reduce the need to submit 
Supply Bills to Parliament (see paragraph 4.18). 

 There is limited discussion in the Second Treasury Report of the broader financial 
management framework. It notes how ‘the Financial Management Act 2006 … the Auditor 
General Act 2006 … and the enabling legislation of statutory authorities provide a framework 
for the financial management, accountability and reporting of the public finances of the 
State’27 and recommends changes to the Loan Acts. A discussion of the broader financial 
framework would provide readers with additional context for the review and how the FMA 
sits within that framework. 

 Lastly, the Second Treasury Report gives no sense of whether the mechanisms within the 
FMA represent good or best practice. A report with this focus would benefit from identifying 
the relevant policy objectives, assess whether the FMA and related instruments meet those 
objectives and recommended changes (if required). For example, a policy objective may be 
that the Parliament should approve spending authorised under the Treasurer’s Advance. The 
report would consider how quickly that should occur and discuss how that objective could 
be met (if the FMA did not contain a mechanism to achieve that objective). 

                                                      
27  Government of Western Australia, Review of the Financial Management Act (2006) – December 2017 Report, report 

prepared by the Department of Treasury, December 2017, p 1. 
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FINDING 3 

The ‘Review of the Financial Management Act (2006) – December 2017 Report’ would have 
benefited from some discussion of: 

• the broader financial management framework that operates within the State 

• whether the mechanisms within the Financial Management Act 2006 represent good or best 
practice 

• the prevalence or impact of a particular issue. 

3.15 The previous Committee made similar findings in its report on the First Treasury Report.28 

 

                                                      
28  It found: ‘the Treasury report would have benefited from some indication whether the mechanisms in the Financial 

Management Act 2006 are the most appropriate means to achieve best practice in the management, 
administration or reporting of public finances’ (Finding 2). 
It also found: ‘the Treasury report would have benefited from providing a greater level of context for many of the 
issues examined. The lack of supporting information hampered the Committee’s ability to assess the prevalence or 
impact of these issues’ (Finding 3). 
(Western Australia, Joint, Standing Committee, Report 6, Review of the Minister’s Report on the Financial 
Management Act 2006, August 2016, p 7). 
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CHAPTER 4  
Matters that relate to the Financial Management Act 2006 

 This section will focus on the following matters that relate to the operation and effectiveness 
of the FMA: 

• retaining the Financial Management Act 2006 

• reviewing the Financial Management Act 2006 every ten years 

• expanding access to the Consolidated Account without Parliamentary approval 

• annual estimates 

• resource agreements 

• annual reporting requirements 

• Minister to report decisions not to provide certain information about agencies – 
section 82 notices 

• notice of financial difficulty 

• changed responsibilities for officials under the amended Financial Management Act 2006. 

Retaining the Financial Management Act 2006 
 The FMA provides a framework for financial management and reporting for agencies 

covered by that Act, and the administration of funds (among other matters). Its wide 
coverage – departments, sub-departments, deemed departments and statutory authorities 
listed in Schedule 1 of the FMA – ensures that a significant number of State Government 
entities are subject to a system that is consistent and cohesive. It aids accountability and 
transparency by setting out minimum reporting requirements for agencies within its remit. 

 The Treasury Reports recommend that the FMA be retained.29 The Auditor General agrees, 
stating: 

There is a need for legislation that prescribes the financial management 
framework, accountabilities and reporting requirements relating to the 
government’s finances.30 

 The Committee concedes that it is possible that a financial management framework could be 
managed through individual Acts for each agency or activity (such as annual reporting).31 
However, this approach is likely to lose its cohesion over time, as those Acts are amended to 
account for specific issues of the day. The Committee considers a single Act to be the 
preferred approach. 

RECOMMENDATION 1 

The Financial Management Act 2006 should be retained. 

                                                      
29  Government of Western Australia, Review of the Financial Management Act (2006) – March 2014, report prepared 

by the Department of Treasury, March 2014, p 10 & Government of Western Australia, Review of the Financial 
Management Act (2006) – December 2017 Report, report prepared by the Department of Treasury, December 2017, 
p 10. 

30  Caroline Spencer, Auditor General, Office of the Auditor General, Letter, 21 November 2018, Attachment 1, p 1. 
31  The financial management and governance arrangements for government trading enterprises are currently 

managed through individual Acts. This is explored later in this report. 
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Reviewing the Financial Management Act 2006 every ten years 
 The Minister is currently required to review the FMA every five years.32 The Second Treasury 

Report recommends: 

Amend section 85 of the FMA and the relevant sections of the AG Act [Auditor 
General Act] so that reviews of the Acts are to occur every ten years. 
[Recommendation 2]33 

 The Committee agrees. 

RECOMMENDATION 2 

The Financial Management Act 2006 should be reviewed every ten years. 

 The Committee examines the impact of this Recommendation on the Auditor General 
Act 2006 in paragraph 5.34. 

Expanding access to the Consolidated Account without Parliamentary 
approval 

 The Constitution Act 1889 provides that ‘the Consolidated Account34 shall be appropriated to 
such purposes as any Act of the Legislature shall prescribe.’35 That is, the Executive must seek 
Parliament’s consent to access the Consolidated Account to implement its spending 
program. The Parliament provides consent by passing the annual Appropriations Bills or 
certain bills that provide ongoing access for spending on a specific purpose. The latter are 
called standing appropriations. 

 Currently, the FMA allows the Government to access the Consolidated Account without prior 
approval from Parliament in two instances: 

• to cover the period between the start of a financial year and when the Government is 
granted supply.36 Supply may be granted by passing an Appropriation Bill or a Supply 
Bill. A Supply Bill is intended to cover the period between when the automatic supply 
provision expires and the Appropriation Bill is passed. It differs from an Appropriation Bill 
in that it is not accompanied by a Budget and spending allocations are not specified. 

• for ‘extraordinary and unforeseen matters’ as part of the Treasurer’s Advance 
arrangements.37,38 

                                                      
32  Financial Management Act 2006 s 85(1). 
33  Government of Western Australia, Review of the Financial Management Act (2006) – December 2017 Report, report 

prepared by the Department of Treasury, December 2017, p 10. 
34  The Consolidated Account is the central Account for funding the operations of Government. 
35  Constitution Act 1889 s 72. 
36  Financial Management Act 2006 s 24. 
37  ibid., ss 27-9. 
38  The First Treasury Report recommended removing the reference to ‘extraordinary and unforeseen matters’ in 

sections 27 and 29 of the FMA because it was ‘not necessary for the effectual operation of [the FMA]’ 
(Government of Western Australia, Review of the Financial Management Act (2006) – March 2014, report prepared 
by the Department of Treasury, March 2014, p 18). The previous Committee found that the phrase had ‘no effect 
in limiting payments that can be authorised’ (Western Australia, Joint Standing Committee on Audit, Report 6, 
Review of the Minister’s report on the Financial Management Act 2006, August 2016, p 30). 
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 The FMA places a dollar limit on the use of these automatic appropriations39 and requires 
that spending in these instances be approved by Parliament in an Appropriation Bill. 

 The Second Treasury Report recommends amending the FMA in a manner that widens the 
current restrictions on unapproved spending from the Consolidated Account. The 
recommendations are to: 

• extend the automatic supply provisions in an election year (Recommendation 18) 

• provide for the automatic appropriation of all expenditure from the Treasurer’s Advance 
(Recommendation 14). 

Automatic supply provisions in an election year 

 The FMA allows the Treasurer to access the Consolidated Account to fund the operations of 
Government without Parliamentary approval until the end of the second month of the 
current year.40 Spending from the Consolidated Account after this period will need to be 
approved by Parliament through an Appropriation Bill or Supply Bill. 

 Spending that occurs under the automatic supply provisions or the Supply Bill are approved 
by Parliament when it passes the main Appropriation Bills. 

 In 2011, the Parliament legislated that a General Election should occur every four years on 
the second Saturday of March.41 Since then, in election years, the Government has presented 
a Supply Bill to Parliament, enabling the Budget to be presented later in the financial year 
(and beyond the period covered by the automatic supply provisions). 

 The current practice of Government is to submit its Budget and accompanying Appropriation 
Bills to Parliament for approval in May each year. If the Appropriation Bills are not passed 
before the start of the financial year, the automatic supply provisions apply. 

 The Second Treasury Report recommends: 

Amend section 24 of the FMA to automatically extend payments before supply is 
granted to a period of four months in an election year only and the payments do 
not exceed in total an amount equal to 35% of the total amount appropriated for 
the previous year by the Appropriation Acts. [Recommendation 18]42 

 The main intent of this Recommendation is to minimise the need for a Supply Bill in an 
election year. It would mean the Government has until October in that financial year to pass 
the main Appropriation Bills (or require an interim Supply Bill to be passed). 

4.18 The Recommendation will not remove the need for a Supply Bill in all instances. For example, 
the Supply Bill 2017 would still have been required because the Appropriation Bills weren’t 
Assented to until 15 November 2017. 

 The Committee finds this approach reasonable, because it is not meaningful for the 
Parliament to debate a generalised request for funds before the Government has had an 
opportunity to prepare and present a budget. 

                                                      
39  The amount spent from the Consolidated Account under the automatic supply provisions may not exceed 20% of 

the total amount appropriated for the previous year by the Appropriation Acts (Financial Management Act 2006 
s 24(1)). The amount spent from the Consolidated Account under the Treasurer’s Advance arrangements may not 
exceed 3% of the total amount appropriated for the previous financial year by the Appropriation Acts (Financial 
Management Act 2006, s 29(1)). 

40  As the budget year operates between 1 July and 30 June, automatic access expires on 31 August. 
41  Electoral Act 1907 s 71. 
42  Government of Western Australia, Review of the Financial Management Act (2006) – December 2017 Report, report 

prepared by the Department of Treasury, December 2017, p 26. 
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FINDING 4 

The Recommendation in the Second Treasury Report to extend the automatic supply provisions in 
an election year is reasonable. 

Automatic access to the Consolidated Account from the Treasurer’s Advance arrangements 

 The FMA permits the Treasurer and the Governor, on the recommendation of the Treasurer, 
to make payments from the Consolidated Account for ‘extraordinary and unforeseen 
matters’ that were not factored into the Appropriation Acts.43 

 The FMA requires any spending from the Consolidated Account under these arrangements 
to be retrospectively approved by Parliament in an Appropriation Bill.44 In recent years, these 
bills have been called Appropriation Supplementary Bills, and follow the same naming 
convention of the main Appropriation Bills. 

 The Parliament has not approved spending under the Treasurer’s Advance arrangements 
since 2009-10. The current value of unapproved spending is $2.8 billion (at 30 June 2018). 

 The Second Treasury Report recommends: 

Amend section 27(4) of the FMA to provide for an automatic appropriation 
(standing appropriation) of all expenditure authorised under section 27(1) and 
27(2) of the FMA in a financial year. The amendment is to include a mechanism for 
the relevant portfolio ministers to notify Parliament on the expenditure already 
spent. [Recommendation 14]45 

 If this Recommendation is adopted, it will reduce the number of opportunities that the 
Parliament has to approve the spending policies of Government. 

 The Committee considers that standing appropriations should be used sparingly and for a 
well-defined purpose. The Committee notes the observations in Odgers that: 

Proper parliamentary supervision and control of expenditure … require that all 
government expenditure be approved annually in specified amounts by 
Parliament, with additional and supplementary appropriations when required, and 
that expenditure of appropriate funds be governed by objective conditions rather 
than discretions vested in officials.46 

 However, unlike other standing appropriations, which have a well-defined and restricted 
purpose, payments under the Treasurer’s Advance arrangements may be for any purpose. 
The proposed Recommendation would provide considerable scope for a Government to 
fund any activity without parliamentary approval. Consequently, the Committee does not 
support this Recommendation. 

 The second aspect of the Recommendation will require portfolio Ministers to provide 
information to Parliament on spending under those arrangements. The Government already 
provides some detail in the Annual Report on State Finances on spending from the 

                                                      
43  Section 27(1) of the FMA allows the Governor to authorise expenditure for which there is no existing 

appropriation. Section 27(2) of the FMA allows the Treasurer to authorise expenditure when the current 
appropriation is not sufficient. 

44  Financial Management Act 2006 s 27(4). 
45  Government of Western Australia, Review of the Financial Management Act (2006) – December 2017 Report, report 

prepared by the Department of Treasury, December 2017, p 22. 
46  Odgers’ Australian Senate practice, report prepared by the Department of the Senate, 14th Edition, 2016, p 397. 
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Treasurer’s Advance. As these disclosures are not mandatory, there may be some value in 
formalising reporting obligations. 

RECOMMENDATION 3 

The Treasurer not proceed with proposed amendments to the Financial Management Act 2006 to 
provide for an automatic appropriation for spending authorised under section 27(1) and 
section 27(2) of the Financial Management Act 2006. 

 The previous Committee recommended that the Appropriation Supplementary Bills be 
introduced within three months of the actual amount being known.47 The previous 
Government did not support this Recommendation, noting that the introduction of these 
Bills may ‘be stymied by emerging or competing urgent issues’.48 

 The Committee notes that the issue is not that the Bills are introduced into Parliament, it is 
that those Bills are not passed by Parliament.49 Accordingly, the Committee has revisited this 
Recommendation and considers the following recommendation will overcome concerns 
about emerging and competing urgent issues. 

RECOMMENDATION 4 

The Treasurer amend the Financial Management Act 2006 to require the Appropriation 
Supplementary Bills for the previous year be assented to before future Appropriation Bills are 
assented to. 

 If above Recommendation applied now, the Appropriation Bills for the 2019-20 Budget 
would not be able to be assented to until the Appropriation Supplementary Bills for 2017-18 
had been assented to.50 This would prevent the number of outstanding Bills from increasing 
and provides a greater timeframe for the Government to manage competing priorities 
(relative to the previous Recommendation). 

 However, the Committee notes that this Recommendation would not address the 
outstanding stock of unapproved spending from the Consolidated Account, which is 
discussed in paragraphs 5.31 to 5.33. 

Annual estimates 
 The FMA requires statutory authorities to prepare annual estimates and submit those 

estimates to the Minister for approval.51 It is supported by Treasurer’s instruction 953 
‘Publication and Presentation of Estimates’. The annual estimates are published in the budget 
papers and/or annual reports. 

                                                      
47  Western Australia, Joint Standing Committee on Audit, Report 6, Review of the Minister’s review of the Financial 

Management Act 2006, August 2016, p 32. 
48  Government of Western Australia, Government responses to Joint Standing Committee on Audit – Review of the 

Minister’s Report on the Financial Management Act 2006, Tabled Paper 4783, Legislative Council, 18 October 2016, 
pp 2-3. 

49  For example, the Appropriation (Capital 2010-11 to 2013-14) Supplementary Bill 2014 and Appropriation 
(Recurrent 2010-11 to 2013-14) Supplementary Bill 2014 were discharged from the Legislative Assembly Notice 
Paper under Standing Order 144A because it had not been debated for more than twelve calendar months. 

50  It would not apply to the 2018-19 Appropriation Supplementary Bills because that financial year may not yet be 
concluded. 

51  Financial Management Act 2006 s 40. 
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 The Second Treasury Report recommends amending the FMA to: 

• extend the requirement to prepare annual estimates to all agencies (including those 
within a portfolio), except if directed by the Treasurer 

• require the accountable authority52 and the Minister to reach agreement on the annual 
estimates within one month from the date that the accountable authority is required to 
submit the estimates to the Minister for approval 

• provide the Minister with the power to direct an agency on the draft estimates if 
agreement is not reached within the specified timeframe 

• ensure that the annual estimates will deem to take effect if there is a late budget and the 
budget year has already commenced. 

 These changes were grouped into a single recommendation: 

Amend section 40 of the FMA to improve the effectiveness of annual estimates as 
an accountability tool, and provide clarity for agencies and government with 
regard to the timing, application and approval process of the annual estimates. 
[Recommendation 9]53 

 The Second Treasury Report argues these changes will: 

• align with proposed changes to resource agreements (see paragraph 4.38) 

• provide a legislative basis for current practice, which includes agencies not covered by 
the relevant provision in the FMA by way of the Treasurer’s instruction.54 

 The Committee has no objection to the proposed Recommendation. However, the 
Committee notes that the enabling legislation of certain statutory authorities requires them 
to detail instances when the Minister has directed them to take a specific course of action in 
their annual reports.55 The Committee considers that this requirement should be extended to 
directions made under this provision. 

RECOMMENDATION 5 

The Treasurer amend the Financial Management Act 2006 to require an agency to disclose in its 
annual report when the responsible Minister has issued directions on draft estimates if agreement 
is not reached within the specified timeframe. 

Resource agreements 
 A resource agreement is an agreement between the accountable authority, Minister and 

Treasurer that sets out the obligations of an agency on resourcing and service delivery. The 
legislative basis for these agreements is set out in sections 41-6 of the FMA and is supported 
by Treasurer’s instruction 808 ‘Resource Agreements’. Information contained in a resource 
agreement may be disclosed in the budget papers. 

                                                      
52  An ‘accountable authority’ is the chief executive officer of the department, the person or body in control of a 

statutory authority or a holder of a specific office within a department (Financial Management Act 2006, ss 54-6). 
53  Government of Western Australia, Review of the Financial Management Act (2006) – December 2017 Report, report 

prepared by the Department of Treasury, December 2017, p 18. 
54  Hon B Wyatt MLA, Treasurer, Letter, 1 October 2018, Attachment A, p 5. 
55  For example, port authorities are required to disclose in their annual reports any directions that modify the draft 

strategic development plan or the current strategic development plan (among others) (Port Authorities Act 1999, 
s 69(1)(c)). 
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 The Treasury Reports recommend amending the FMA to: 

• require the accountable authority to operate within the expense limits set out in a 
resource agreement (Recommendation 2 of the First Treasury Report)56 

• require all agencies that are directly budget funded to be subject to a resource 
agreement 

• require the accountable authority, Minister and Treasurer to agree on the contents of a 
resource agreement within one month after the draft agreement has been submitted to 
the Treasurer 

• provide the Treasurer with the power to direct that a draft resource agreement be 
finalised when the accountable authority, Minister and Treasurer are unable to agree 
within the specified timeframe 

• allow a resource agreement to be updated throughout the year 

• allow a resource agreement to operate from the start of the financial year in those years 
with a late budget. 

 All but the first bullet point were grouped into a single recommendation: 

Amend the FMA relating to resource agreements (Part 3 Division 5) with the aim to 
improving their effectiveness as an accountability tool, providing clarity for 
agencies and government with regard to timing, and responding to changes 
occurring through the financial year. [Recommendation 8]57 

Expense limits 

 The First Treasury Report noted the importance of adhering to expense limits for meeting 
whole-of-government financial targets and preserving the State’s credit rating. In order to 
improve compliance with expense limits, it recommended: 

Amend the FMA to include a provision that explicitly requires accountable 
authorities to operate within their agencies’ approved expense limit. 
[Recommendation 2] 

That any breach of Recommendation 2 by an accountable authority may invoke 
the disciplinary provisions of the Public Sector Management Act 1994. 
[Recommendation 3]58 

 The intent to invoke the disciplinary provisions of the Public Sector Management Act 1994 is 
discussed in paragraphs 4.92 to 4.94. 

 The data provided to the previous Committee on breaches in expense limits indicated that: 

• expense limits were breached by 25 agencies in 2011-12, 26 agencies in 2012-13, 
13 agencies in 2013-14 and 18 agencies in 2014-15 

• of the 82 breaches listed, more than half of those breaches (47) exceeded the limit by 
more than 2% 

                                                      
56  Government of Western Australia, Review of the Financial Management Act (2006) – March 2014, report prepared 

by the Department of Treasury, March 2014, p 12. 
57  Government of Western Australia, Review of the Financial Management Act (2006) – December 2017 Report, report 

prepared by the Department of Treasury, December 2017, p 17. 
58  Government of Western Australia, Review of the Financial Management Act (2006) – March 2014, report prepared 

by the Department of Treasury, March 2014, p 12. 
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• the Western Australian Planning Commission had the largest breach, in dollar and 
percentage terms. In 2014-15, it breached its expense limit of $60 million by 
$107.5 million, due to a significant devaluation of its land assets59 

• the Mid-West Development Commission had the smallest breach, in dollar and 
percentage terms. In 2014-15, it breached its expense of $3.4 million by $2 000.60 

 The previous Committee supported Recommendations 2 and 3 from the First Treasury 
Report on the grounds that it would strengthen compliance with expense limits. 

 More recently, the Special Inquirer noted: 

Agencies are not observing expense limits which frequently leads to the 
emergence of structural deficits in agency accounts. The only solution to these 
issues often is increased appropriations to the agency which undermine overall 
fiscal strategies.61 

 An agency is required to include in its annual report ‘a report on the extent to which the 
agency achieved any objectives described in the resource agreement.’62 Nonetheless, it is not 
readily apparent from an annual report when an agency has breached its expense limit (or 
any requirement set out in its resource agreement). Making breaches more explicit may: 

• assist the Parliament identify which agencies to scrutinise 

• provide further encouragement to agencies to remain within expense limits. 

RECOMMENDATION 6 

The Treasurer amend the Financial Management Act 2006 to require an agency to disclose in its 
annual report a breach of expense limits. 

 In its 2017-18 Budget, the Government adopted two measures to improve general 
government expense management. The second measure, which relates to expense limits, 
seeks to ‘limit increases in recurrent spending outcomes for large appropriation-funded 
agencies to no more than 2% of the amount specified in those agencies’ Resource 
Agreements as Budget-time’.63,64 In the 2017-18 Annual Report on State Finances, the 
Government advised that each agency covered by the target spent less than provided for in 
their Resource Agreement in 2017-18.65 

                                                      
59  The Committee notes that a devaluation is likely to be outside the control of the entity. 
60  Western Australia, Joint Standing Committee on Audit, Report 6, Review of the Minister’s Report on the Financial 

Management Act 2006, August 2016, p 18. 
61  Government of Western Australia, Special Inquiry into Government Programs and Projects – Final Report, Vol. 1, 

report prepared by the Special Inquiry into Government Programs and Projects, February 2018, p 72. 
62  Financial Management Act 2006 s 61(2). 
63  Government of Western Australia, 2017-18 Budget, Economic and Fiscal Outlook, Budget Paper No. 3, report 

prepared by the Department of Treasury, September 2017, pp 58-9. 
64  The 15 largest appropriation-funded agencies are WA Health; the Department of Education; the Department of 

Communities; Western Australia Police; the Department of Justice; the Public Transport Authority of 
Western Australia; the Department of Finance; the Commissioner of Main Roads; the Mental Health Commission; 
the Department of Training and Workforce Development; the Department of Primary Industries and Regional 
Development; the Department of Biodiversity, Conservation and Attractions; the Department of Transport; the 
Department of Fire and Emergency Services; and the Department of Mines, Industry Regulation and Safety 
(Government of Western Australia, 2017-18 Budget, Economic and Fiscal Outlook, Budget Paper No. 3, report 
prepared by the Department of Treasury, September 2017, p 59). 

65  Government of Western Australia, 2017-18 Annual Report on State Finances, report prepared by the Department of 
Treasury, September 2018, p 33. 
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 The Committee considers the focus for the target on the largest appropriation-funded 
agencies to be appropriate. Nonetheless, the Committee considers that it would be 
beneficial if the Annual Report on State Finances included a complete list of agencies that 
breached their expense limit. This would assist Parliament undertake its scrutiny function. 

RECOMMENDATION 7 

The Treasurer include a complete list of agencies that breach their expense limit in the Annual 
Report on State Finances. 

Resource agreements for budget funded agencies 

 The FMA currently requires an accountable authority of an agency to prepare a resource 
agreement ‘if directed in writing by the Treasurer to do so.’66 The Second Treasury Report 
proposes: 

To include the general requirement that all [emphasis in original] agencies that are 
directly budget funded will be subject to a resource agreement. Currently, not all 
agencies are required to prepare resource agreements for various policy and 
legislative reasons. The aim of the amendments is to articulate a clear overarching 
policy statement and deal with exceptions on a case by case basis.67 

 The Committee sought further information from the Department: 

Hon DIANE EVERS: You have mentioned resource agreements a few times, and I 
just wanted to get more of an idea on these. First of all, why some agencies are 
expected to put them in and why others are not and how they differ from your 
budget application. Which agencies are currently preparing resource agreements? 

Ms Formentin: All budget-funded agencies that are provided resources from 
government prepare resource agreements. 

Hon DIANE EVERS: All agencies that are in the budget. So are GTEs [Government 
Trading Enterprises] not doing that? 

Mr Smith: No, and the reason for that is that they are subject to other 
accountability mechanisms like statements of corporate intent or strategic 
development plans. If that is the case, they are already covering off what would be 
under a normal resource agreement, and so we did not want to introduce 
duplication. With the government trading enterprises, they are not your core 
service delivery agency in terms of being budget funded; normally they are 
self-funded so there is a bit more of a commercial discipline put around those 
types of enterprises. There are some exceptions in terms of reporting resource 
agreements, and that is around some of the integrity agencies where the statutory 
position holder reports directly to Parliament. The Information Commissioner 
comes to mind. There are others—the CCC [Corruption and Crime Commission] 
perhaps—that, whilst they are in receipt of public moneys and are budget funded, 
there is an element that they have been scoped out, maybe because of the fact 
that they do not report to the executive directly in that sense. We are looking at 
addressing that if you are a budget-funded agency and you come under the 

                                                      
66  Financial Management Act 2006 s 41(1). 
67  Government of Western Australia, Review of the Financial Management Act (2006) – December 2017 Report, report 

prepared by the Department of Treasury, December 2017, p 16. 
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auspices of the FMA, you will be required to do one, so we are addressing that 
particular gap, but there is only a handful of those.68 

 The FMA currently exempts the following agencies from the resource agreement 
provisions:69 

• Legislative Council 

• Legislative Assembly 

• Parliamentary Services Department 

• Parliamentary Commissioner for Administrative Investigations 

• Information Commissioner 

• Office of the Auditor General. 

The Committee considers exemptions for these bodies appropriate, owing to the separation 
of powers between the Parliament and Executive and the integrity functions performed by 
the remaining agencies. 

 The Committee supports the policy intent to require all agencies (other than those listed in 
the paragraph above) that are directly budget funded to produce a resource agreement. 
However, the Committee is concerned that limiting the amendment to ‘directly budget 
funded’ agencies may mean some agencies are not subject to some form of accountability 
mechanism (either a resource agreement or Statement of Corporate Intent).70 

RECOMMENDATION 8 

The Treasurer amend the Financial Management Act 2006 to require all agencies to prepare a 
resource agreement, unless subject to another accountability mechanism. 

 The Committee considers this Recommendation consistent with the expanded coverage for 
notices of financial difficulty (see paragraphs 4.78 to 4.83). 

Treasurer’s power to issue directions on resource agreements 

 The Second Treasury Report recommends providing the Treasurer with the power to issue 
directions on the contents of a resource agreement. As noted in paragraph 4.36, certain 
agencies are required to disclose in their annual reports when a Minister issues a direction. 
Consistent with Recommendation 5 of this report, the Committee considers that the 
Treasurer should disclose directions on resource agreements. 

 

RECOMMENDATION 9 

The Treasurer amend the Financial Management Act 2006 to require an agency to disclose in its 
annual report when the Treasurer has issued a direction on the contents of a draft resource 
agreement if concurrence is unable to be reached within the specified timeframe. 

                                                      
68  Hon D Evers MLC; Audrey Formentin, Director, Financial Policy and Operations, Department of Treasury; 

Anthony Smith, Manager, Financial Policy, Department of Treasury, Transcript of evidence, 10 October 2018, p 8. 
69  Financial Management Act 2006 Sch 2 & 3. 
70  For example, Office of the Inspector of Custodial Services, the Western Australian Meat Industry Authority and the 

Western Australian Health Promotion Foundation are not subject to a resource agreement or required to produce 
a Statement of Corporate Intent. 



 

Chapter 4    Matters that relate to the Financial Management Act 2006 19 

Annual reporting requirements 
 The main purpose of an annual report is to report on the activities and achievements of an 

agency over the reporting period. Agency reporting requirements are set out in the FMA, 
enabling legislation (or both depending on the agency) and other Acts. Reporting 
requirements are also set out in Treasurer’s instruction 903 ‘Agency Annual Reports’ and 
Treasurer’s instruction 904 ‘Key Performance Indicators’ (among others). 

 The Treasury Reports recommended: 

• a review of reporting requirements of departments and statutory authorities and simplify 
where possible71 

• allowing certain agencies to report against reduced reporting requirements72 

• exempting certain agencies from reporting key performance indicators.73 

The First Treasury Report also considered, but did not support, consolidating agency annual 
reports.74 

 The aim of these recommendations is to reduce the reporting burden on agencies. The 
Auditor General expressed general support to ‘remove unnecessarily administrative and 
compliance requirements (i.e. reduce red tape of agencies without impairing accountability 
and transparency)’ and supported each of the proposed recommendations.75 However, the 
Department indicated that certain data will still need to be collected for other purposes.76 

 If adopted, the proposed recommendations will reduce the level of information available to 
Parliament in the first instance; noting, of course, that Parliament can seek additional 
information as the need arises. The Committee withholds judgement on whether the reduced 
disclosures will materially affect Parliament’s ability to scrutinise agencies. 

FINDING 5 

Recommendations to reduce the reporting burden on agencies may reduce the level of disclosures 
to Parliament, thus requiring careful consideration of any reduction of information.  

 The proposed changes to the reporting regime are mostly affected through changes to 
Treasurer’s instructions or other guidelines. The recommendation to exempt agencies from 
reporting key performance indicators in an annual report will require legislative change. 

Tiered reporting requirements 

 The Second Treasury Report notes: 

In this regard, the majority of the State’s public sector agencies are small and 
medium in size with around 100 agencies accounting for approximately 5 per cent 
of total public sector expenditure. Currently, these agencies are required to 

                                                      
71  Government of Western Australia, Review of the Financial Management Act (2006) – March 2014, report prepared 

by the Department of Treasury, March 2014, p 20. 
72  Government of Western Australia, Review of the Financial Management Act (2006) – December 2017 Report, report 

prepared by the Department of Treasury, December 2017, p 13. 
73  Government of Western Australia, Review of the Financial Management Act (2006) – March 2014, report prepared 

by the Department of Treasury, March 2014, p 16. 
74  ibid., p 22. 
75  Caroline Spencer, Auditor General, Office of the Auditor General, Letter, 21 November 2018, p 1. 
76  Anthony Smith, Manager, Financial Policy, Department of Treasury, Transcript of evidence, 10 October 2018, p 9. 
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prepare annual reports with considerable narrative disclosures, irrespective of size, 
materiality and stewardship responsibilities.77 

 Further, it notes that Western Australia does not permit reduced disclosures for smaller 
agencies, which are currently permitted under Australian Accounting Standards.78 It 
recommends: 

Through Treasurer’s instructions, implement a tiered financial reporting framework 
for designating agencies as Tier 1 (full reporting disclosure) or Tier 2 (reduced 
reporting disclosures) reporting entities through Treasurer’s instructions. 
[Recommendation 5a]79 

 The Department has implemented this Recommendation.80 It has released a new Treasurer’s 
instruction 1107 ‘Application of Tiered Reporting – Reduced Disclosure Requirements’ and 
modified another three Treasurer’s instructions.81 Under the new arrangements, Tier 2 
agencies are no longer required to disclose: 

• agency outputs82 (as required under Australian Accounting Standards Board (AASB) 1052 
‘Disaggregated Disclosures’) 

• a reconciliation of net cost of services to net cash flows provided by/(used in) operating 
activities 

• most disclosure requirements under AASB 7 ‘Financial Instruments: Disclosures’ 

• detailed fair value disclosures under AASB 13 ‘Fair Value Measurement’. 

4.62 In addition, the Department prepared a new Tier 2 Model Annual Report for the annual 
reporting period ending 31 December 2018. 

 The Second Treasury Report also proposes to implement a tiered reporting framework for 
key performance indicators. However, this does not appear to be incorporated into 
Recommendation 5 in the Second Treasury Report. 

Exempting agencies from reporting on key performance indicators 

 In Western Australia, the performance management system for agencies is called the 
Outcomes Based Management (OBM) framework. The OBM framework is described as 
enabling: 

agencies to monitor how the services they deliver achieve their intended 
outcomes; there is a focus on result, not effort. The services described in the OBM 
must be disaggregated to a point that allows meaningful understanding of an 
agency’s actions and performance. By doing this, agencies also enhance their 

                                                      
77  Government of Western Australia, Review of the Financial Management Act (2006) – December 2017 Report, report 

prepared by the Department of Treasury, December 2017, p 12. 
78  Treasurer’s instruction 1101 ‘Application of Australian Accounting Standards and Other Pronouncements’ requires 

agencies to apply the full reporting requirements under the standard. 
79  Government of Western Australia, Review of the Financial Management Act (2006) – December 2017 Report, report 

prepared by the Department of Treasury, December 2017, p 13. 
80  Government of Western Australia, New in this release, Financial Administration Bookcase No. 83, report prepared 

by the Department of Treasury and Finance, 21 December 2018, pp 4-5. 
81  Treasurer’s instruction 954 ‘Revaluation of Non-Current Physical Assets’; Treasurer’s instruction 1101 ‘Application 

of Australian Accounting Standards and Other Pronouncements’; and Treasurer’s instruction 1103 ‘Statement of 
Financial Provision’. 

82  Income and expenses by service, and assets and liabilities by service. 
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capacity to effectively manage their organisation and ability to provide a 
meaningful contribution to the Western Australian community.83 

 The OBM framework is supported by the FMA, which requires the annual report to contain 
key performance indicators,84 and Treasurer’s instruction 904 ‘Key performance indicators’.85 
The OBM framework was updated in 2017 and may be updated further to reflect feedback in 
the Service Priority Review. 

 The First Treasury Report highlighted issues raised in submissions about the application of 
the key performance indicator framework to all agencies and the difficulties measuring 
performance for policy, planning and research services.86 It recommended: 

Amend section 61(1)(b) of the FMA to allow the Treasurer discretion to exempt 
agencies from reporting key performance indicators in their annual report where 
appropriate. [Recommendation 10]87 

 The Second Treasury Report indicates that this Recommendation will be progressed as part 
of this latest review.88 The Department of Treasury noted that it was examining other 
potential performance reporting frameworks for these entities. 

Consolidated annual reports 

 The First Treasury Report discussed the prospect of allowing a Minister to prepare a 
consolidated annual report for agencies within their portfolio. It recommended against this 
approach, arguing that it would not be consistent with Australian Accounting Standards.89 

 The Committee examined the prospect of consolidated annual reports with the Department: 

Dr A.D. BUTI: Just one further question in regard to reporting, admittedly you 
have consolidated reports. I refer to your March 2014 report on pages 21 and 22, 
recommendation 24. The question is: do you believe there is scope to present a 
consolidated annual report of the health agencies that comprise WA Health? 

Mr Smith: If my memory serves me correctly, we recommended against that, 
primarily on the basis that the way that Health is reported at the moment, certainly 
in the budget papers, it comes under the guise of WA Health. WA Health as a 
portfolio, if you will, is made up of the department and a number of what they call 
health service providers that are also separate statutory authorities that have their 
own boards and so forth. At the moment, the budget papers do consolidate all 
those entities into WA Health, and that is the label that is used. The other situation 
is that the accounting standards do articulate principles around consolidation 
based on this notion of control, and therefore only one entity is considered 
controlled by the department; all the other entities are standalone. So we would 

                                                      
83  Government of Western Australia, Outcome Based Management: Guidelines for use in the Western Australian Public 

Sector, report prepared by the Department of Treasury, 2017, p 1. 
84  Financial Management Act 2006 s 61(1). 
85  Treasurer’s instruction 904 details the requirements that an agency must adhere to when reporting on the key 

performance indicators established in the Outcomes Based Management framework. 
86  Government of Western Australia, Review of the Financial Management Act (2006) – March 2014, report prepared 

by the Department of Treasury, March 2014, p 16. 
87  ibid. 
88  Government of Western Australia, Review of the Financial Management Act (2006) – December 2017 Report, report 

prepared by the Department of Treasury, December 2017, pp 13 & 33. 
89  Government of Western Australia, Review of the Financial Management Act (2006) – March 2014, report prepared 

by the Department of Treasury, March 2014, pp 21-2. 
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be precluded by the accounting standards of consolidating those entities all into 
one report. 

Hon DIANE EVERS: Is there any consideration of spreading them out in the 
budget and actually showing budgets separately for those departments so that we 
could relate back to the annual report? 

Ms Formentin: There is a particular recommendation that we have to do with 
section 40 of the FMA. Under section 40, this anomaly that we have currently got, 
where you have departments presented in budget statements on a consolidated 
basis, where individual agency estimates are indistinguishable, this section 40 
amendment will fix that so that Department of Health and Department of Local 
Government, Sport and Cultural Industries—all these ones that are combined—will 
be able to be individually distinguishable. That is really important, because one of 
the key principles, I think, of accountability is being able to see these individual 
entities and look at their annual estimates and be able to compare it to actuals in 
the following year. So this is a current problem that we have, that these 
consolidated entities do not provide that visibility. 

Hon DIANE EVERS: Is there any time frame on when an amendment of that sort 
might go to Parliament? 

Ms Formentin: This is part of the FMA review, so where we are at at the moment 
is that it has been given drafting priority to be introduced in the first half of 2019. 
So we will be in the next few months very busy with our drafter with PCO.90 

 The Committee considers the practice of presenting consolidated agencies in budget papers 
and individual agencies in annual reports affects the Parliament’s ability to scrutinise the 
performance of affected agencies. The Committee notes that proposed changes to the 
annual estimates may improve accountability in this regard. As a result, the Committee 
withholds judgement on whether consolidated annual reports are necessary. 

Minister to report decisions not to provide certain information about 
agencies – section 82 notices 

 A Minister is required to notify the Parliament and the Auditor General when that Minister 
decides that it is ‘reasonable and appropriate not to provide to Parliament certain 
information on the conduct or operation of the agency.‘91 These notices are sometimes 
referred to as a ‘section 82 notice’. There is a complementary obligation on the Auditor 
General to form an opinion on whether that decision was reasonable and appropriate and 
report that opinion to both Houses of Parliament.92 

 This is an important accountability mechanism because it requires the Minister to justify their 
decision and provides for third party review. 

 The First Treasury Report recommended: 

• limiting the procedure to occasions when the Minister decided not to provide 
information for commercial-in-confidence reasons (Recommendation 25) 

                                                      
90  Dr A.D. Buti MLA; Hon D Evers MLC; Audrey Formentin, Director, Financial Policy and Operations, Department of 

Treasury; Anthony Smith, Manager, Financial Policy, Department of Treasury, Transcript of evidence, 
10 October 2018, pp 3-4. 

91  Financial Management Act 2006 s 82. 
92  Auditor General Act 2006 s 48. 
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• expanding the procedure to include information sought from subsidiary, affiliated and 
related bodies93 (Recommendation 26). 

4.74 The Second Treasury Report advised that neither of these recommendations will be 
progressed in this review.94 The Committee supports the decision not to progress 
Recommendation 25. 

Expanding the procedure to include subsidiary, affiliated or related bodies 

 The Second Treasury Report advised that Recommendation 26 of the First Treasury Report 
would not be progressed because: 

A subsidiary, related or affiliated body would be subject to section 82 if the 
activities of that body closely linked to, and have such an impact upon, the 
conduct or operation of an agency.95 

 The Committee is aware of one occasion where a section 82 notice was not required because 
the body was not an agency for the purposes of the FMA. Accordingly, the Committee 
withholds judgement on whether section 82 should be amended to cover subsidiary, 
affiliated or related bodies. The Committee may revisit this matter in the future depending 
on whether the number of non-notices becomes an issue. 

Notices to the Auditor General 

 The FMA requires the Minister’s notice to Parliament to include the reasons for making that 
decision.96 It is not necessary for the Minister to include those reasons in the notice to the 
Auditor General. The Committee understands that the practice is to provide the same notice 
to Parliament and the Auditor General. 

RECOMMENDATION 10 

The Treasurer amend section 82(2) of the Financial Management Act 2006 to require Ministers to 
include the reasons for making a decision not to provide information to Parliament in the notice to 
Parliament and the Auditor General. 

Notice of financial difficulty 
 The First Treasury Report noted that the FMA does not require accountable authorities to 

notify their Minister or the Treasurer in the event of financial difficulty.97 Accordingly, it 
recommended: 

Amend the FMA to require all budget dependent agencies to formally notify their 
Minister and the Treasurer in the event of financial difficulty. 
[Recommendation 7]98 

                                                      
93  These bodies have an operational or financial link to the parent agency. The definitions for each body is contained 

in section 60(1) of the FMA. 
94  Government of Western Australia, Review of the Financial Management Act (2006) – December 2017 Report, report 

prepared by the Department of Treasury, December 2017, p 36. 
95  ibid. 
96  Financial Management Act 2006 s 82(2). 
97  However, it noted that a limited number of statutory authorities have notification provisions in their enabling 

legislation. 
98  Government of Western Australia, Review of the Financial Management Act (2006) – March 2014, report prepared 

by the Department of Treasury, March 2014, p 13. 



 

24 Chapter 4    Matters that relate to the Financial Management Act 2006 

 The previous Committee recommended that the provision be expanded to all agencies, as 
the proposed change would not cover non-budget dependent agencies or a majority of the 
statutory authorities listed in Schedule 1 of the FMA.99 The Treasurer recently advised that 
the provision would cover all entities subject to the FMA and: 

It is envisaged that ‘financial difficulty’ will be defined in a similar manner to the 
notifications provisions in the enabling legislation of several statutory authorities. 
For example, section 37(1) of the Public Transport Authority Act 2003 requires the 
Authority to notify the Minister if it forms the opinion that the Authority is unable 
to, or will be unlikely to be able to, satisfy any of its financial obligations from the 
financial resources available or likely to be available to it at the time the financial 
obligation is due.100 

 The Committee is aware of 13 Acts in Western Australia101 that require a statutory authority 
to notify the Minister in the event of financial difficulty. The relevant provisions in the Acts 
are not standardised, as: 

• ten Acts require the notice to be in writing and provide reasons for that opinion 

• twelve Acts require the Minister to confer with the Treasurer on how to respond to the 
financial difficulty and initiate a response 

• eight Acts provide the Minister with the power to issue directions to ‘cease or limit the 
performance of any function’ 

• four Acts require the agency to comply with a Ministerial direction 

• three Acts require Ministerial directions to be disclosed to Parliament. 

 The Committee notes that amending the FMA to require entities to notify their Minister 
would ensure that the provisions are standardised for those agencies subject to the FMA and 
render equivalent provisions in enabling legislation redundant. The Committee expects the 
Financial Legislation Amendment Bill to remove those unnecessary provisions from statutory 
authority enabling legislation. Standardisation is dealt with in paragraph 5.10. 

 The Committee notes that three Acts require Ministerial directions to be disclosed to 
Parliament. Two of those Acts require the Minister to notify each House of Parliament of any 
direction to cease or limit the performance of any function. The remaining Act requires the 
direction to be included in the annual report. 

 The Committee considers that transparency and accountability would be improved if the 
Minister was required to advise Parliament when a notice of financial difficulty arrives and 
the proposed response (including any Ministerial direction). This may provide Parliament 
with advance notice of a possible breach of expense limits (see paragraph 4.45). 

RECOMMENDATION 11 

The Treasurer amend the Financial Management Act 2006 to require Ministers to advise Parliament 
of notices of financial difficulty and the proposed response to the issue. 

                                                      
99  Western Australia, Joint Standing Committee on Audit, Report 6, Review of the Minister’s Report on the Financial 

Management Act 2006, August 2016, p 23. 
100  Hon B Wyatt MLA, Treasurer, Letter, 1 October 2018, Attachment A, p 2. 
101  Covering 27 agencies, of which 11 are not subject, or are subject to a limited extent, to the FMA. 
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Changed responsibilities for officials under the amended Financial 
Management Act 2006 

 The FMA defines and assigns specific functions to certain positions, such as accountable 
authorities and the Treasurer. The Treasury Reports recommend changes to those positions, 
some of which are discussed in this section. 

Accountable authorities 

 The broader functions of the accountable authority are set out in section 53 of the FMA (see 
below), with specific functions throughout the Act: 

53. Functions of accountable authorities 

(1) Without limiting section 52, an accountable authority of an agency has the 
functions of — 

(a) ensuring that the agency operates in a manner that is efficient and 
economic and achieves the agency’s objectives; and 

(b) ensuring that the agency complies with this Act, the Treasurer’s 
instructions and any other written law that applies to the agency; 
and 

(c) having the custody, control and management of, and accounting for, 
all the public property or other property under the control of the 
agency; and 

(d) unless otherwise directed in writing by the Treasurer, developing 
and maintaining an effective internal audit function for the agency. 

(2) The accountable authority of an agency also has any other function given 
to the accountable authority under this Act or another written law.102 

 Under the current recommendations, the accountable authority will be required to: 

• operate within their agencies’ approved expense limit. (Recommendation 2 of the First 
Treasury Report)103 

• establish and maintain a comprehensive framework of delegations and authorisations. 
(Recommendation 6 of the First Treasury Report)104 

• obtain prior approval of funding before entering into a financial commitment.105 

                                                      
102  Financial Management Act 2006 s 53. 
103  Recommendation 2 of the First Treasury Report states: ‘Amend the FMA to include a provision that explicitly 

requires accountable authorities to operate within their agencies’ approved expense limit’ (Government of 
Western Australia, Review of the Financial Management Act (2006) – March 2014, report prepared by the 
Department of Treasury, March 2014, p 12). In the Second Treasury Report, the Recommendation was re-cast to: 
‘Amend existing provisions relating to Resource Agreements (sections 41-46) and functions of accountable 
authorities (section 53) within the FMA to reflect the intent that accountable authorities must comply with their 
approved expense limit. Accountability for compliance should rest with the accountable authority’ (Government of 
Western Australia, Review of the Financial Management Act (2006) – December 2017 Report, report prepared by the 
Department of Treasury, December 2017, p 12). 

104  Government of Western Australia, Review of the Financial Management Act (2006) – March 2014, report prepared 
by the Department of Treasury, March 2014, p 13. 

105  Hon B Wyatt MLA, Treasurer, Letter, 1 October 2018, Attachment A, p 2. 
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The accountable authority is likely to be responsible for notifying Ministers of instances of 
financial difficulty (Recommendation 7 of the First Treasury Report).106 

Officers 

 The FMA defines an officer as a person: 

(a) who is employed or engaged for the purposes of an agency, whether as a 
public service officer under the Public Sector Management Act 1994, under a 
contract for services or otherwise; and 

(b) who is charged with or performs any duty consisting of or relating to — 

(i) keeping the accounts of the agency; or 

(ii) collecting, receiving, keeping in custody, banking or accounting for public 
money or other money or statutory authority money; or 

(iii) disbursing public money or other money or statutory authority money; or 

(iv) purchasing, receiving, issuing, selling, keeping in custody, controlling, 
managing or disposing of, or accounting for, public property or other 
property;107 

 The First Treasury Report recommended: 

Amend the FMA to include a provision that requires prior approval of funding 
before an officer (on behalf of their agency) enters into a significant financial 
commitment. [Recommendation 4]108 

 The Treasurer advised: 

In order to effect Recommendation 4 of the March 2014 Report, it is proposed to 
amend the FMA to explicitly state that an officer and accountable authority is 
constrained from entering into an arrangement that effectively commits the State 
to a future financial obligation without prior approval of funding. It is proposed to 
do this through: 

• amending the functions of accountable authorities under section 53 of the 
FMA (as outlined above in response to Question 2); and 

• setting out the general duties of officers as part of the FMA. It is envisaged 
that wording used would be similar to section 12 of the Public Finance and 
Audit Act 1983 (NSW), where ‘an officer of an authority must not, without 
authorisation of the Treasurer, incur any liability that would result in a 
payment out of the Consolidated Fund in excess of the amount to be provided 
out of the Consolidated Fund in accordance with an Appropriation Act or this 
Act’. 

Accordingly, it is envisaged that the word ‘significant’ will not be used as part of 
the amendments to the FMA. The officer (on behalf of their agency) will be 

                                                      
106  Government of Western Australia, Review of the Financial Management Act (2006) – March 2014, report prepared 

by the Department of Treasury, March 2014, p 13. 
107  Financial Management Act 2006 s 3. 
108  Government of Western Australia, Review of the Financial Management Act (2006) – March 2014, report prepared 

by the Department of Treasury, March 2014, p 12. 
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required to ensure there is prior approval of funding before committing to any 
financial commitment.109 

 The Committee understands that section 12 of the Public Finance and Audit Act 1983 (NSW) 
was repealed as part of recent reforms to modernise the financial management framework in 
New South Wales. The new Government Sector Finance Act 2018 (NSW) sets out the 
equivalent function as follows: 

5.5 Expenditure by accountable authorities and government officers must 
be authorised 

(1) The accountable authority for a GSF [Government Sector Finance] agency 
is responsible for ensuring that expenditure of money for the agency is in 
a way that is authorised. 

(2) A government officer must ensure that the officer’s expenditure of money 
for the State or a GSF agency is in a way that is authorised. 

(3) Expenditure of money is in a way that is authorised if it is done: 

(a) in accordance with a delegation or subdelegation from a person 
regarding the expenditure of the money, or 

(b) under the authority of this Act or any other law.110 

 The Committee notes that the Government Sector Finance Act 2018 (NSW) sets out an 
alternate mechanism for ensuring that accountable authorities and officers do not spend 
without appropriate authority. 

Disciplinary provisions 

 The First Treasury Report recommended that any breach of expense limits or entering into a 
financial commitment without prior funding approval may invoke the disciplinary provisions 
of the Public Sector Management Act 1994. The Committee sought further information on 
how this would apply. The Treasurer advised: 

If agencies/accountable authorities nevertheless fail to observe their duties under 
the FMA and TIs [Treasurer’s instructions], the disciplinary provisions in Part 5 of 
the Public Sector Management Act 1994 (PSMA) are available as an option. 

Part 5 Division 3 of the PSMA sets out a framework for dealing with disciplinary 
matters. The Department of Treasury will engage with the Public Sector 
Commission on how the disciplinary framework in the PSMA can be applied within 
this context so that there is clarity up-front when the FMA amendments come into 
operation. It is expected that there may be multiple channels for communicating 
this information to enhance responsible financial behaviour in the public sector, 
including through Commissioner’s instructions and TIs.111 

 In relation to expense limits, the Department indicated that not all breaches may warrant a 
disciplinary response.112 The previous Committee also considered this matter and concluded 
that it may be difficult to determine whether a ‘breach is a result of poor management or 

                                                      
109  Hon B Wyatt MLA, Treasurer, Letter, 1 October 2018, Attachment A, p 2. 
110  Government Sector Finance Act 2018 (NSW) s 5.5. 
111  Hon B Wyatt MLA, Treasurer, Letter, 1 October 2018, Attachment A, p 1. 
112  Richard Watson, Executive Director, Infrastructure and Finance, Department of Treasury, Transcript of evidence, 

10 October 2018, p 4. 
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matters outside the control of the agency (such as actuarial revaluations that occur at the 
end of the financial year or unforeseeable expenses)’.113 

 The Treasurer advised that: 

the Department of Treasury is not aware of any instances of disciplinary actions for 
breaches of expense limits in 2017-18, however matters of this kind are within the 
purview of the Public Sector Commission, particularly around the Chief Executive 
Officer performance agreement framework.114 

Governor 

 The Second Treasury Report recommends transferring the Governor’s responsibilities in 
relation to high-value write-offs to the Treasurer.115,116 A write-off occurs when it is 
‘improbable or uneconomical to recover revenue and other debts due to the State or a 
statutory authority, or where public property has been stolen, lost or damaged.’ 117 The 
Governor is currently required to approve general write-offs over $250 000 and debts under 
the Motor Vehicle (Third Party Insurance) Act 1943 over $3 million. 

 Under the proposed amendments to the FMA, the Governor will still be required to approve 
act of grace payments118 above a certain threshold119. 

 The Committee sought additional information from the Department on whether the 
Governor’s role in act of grace payments would change: 

Dr A.D. Buti: Do you consider whether to transfer the Governor’s role in 
approving a larger act of grace payments to the Treasurer? Are you making that 
consideration? 

Ms Formentin: That would be consistent, would it not? We probably would think 
about that, because we did make the change from Governor to Treasurer for the 
write-offs, because we found in other jurisdictions the Governor did not actually 
play a role in similar situations.120 

 If adopted, the Treasurer would be solely responsible for approving act of grace payments.121 

                                                      
113  Western Australia, Joint Standing Committee on Audit, Report 6, Review of the Minister’s Report on the Financial 

Management Act 2006, August 2016, p 17. 
114  Hon B Wyatt MLA, Treasurer, Letter, 29 October 2018, p 1. 
115  Government of Western Australia, Review of the Financial Management Act (2006) – December 2017 Report, report 

prepared by the Department of Treasury, December 2017, pp 14-5.  
116  The Second Treasury Report also proposes to increase the threshold from $250 000 to $1 million for general 

write-offs and from $3 million to $6 million for debts under the Motor Vehicle (Third Party Insurance) Act 1943 
(Recommendations 6 and 7). The First Treasury Report proposed changes to the approval arrangements to ensure 
that the Minister would not be required to re-approve a write-off after it had already been approved by the 
Governor (Recommendation 16). 

117  Treasurer’s instruction 807 ‘Write-offs’, p 2. 
118  An act of grace payment occurs when the Government provides a payment that is not legally required, but may be 

appropriate because of special circumstances (Treasurer’s instruction 319 ‘Act of grace payments’, p 1). 
119  Financial Management Act 2006 s 80(2). The current threshold is $250 000 (Financial Management 

Regulations 2007 reg 8). 
120  Dr A Buti MLA; Audrey Formentin, Director, Financial Policy and Operations, Department of Treasury, Transcript of 

evidence, 10 October 2018, p 12. 
121  The First Treasury Report considered, but did not recommend, that Ministers be able to approve act of grace 

payments under $1 500 (Government of Western Australia, Review of the Financial Management Act (2006) – 
March 2014, report prepared by the Department of Treasury, March 2014, p 23). 
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RECOMMENDATION 12 

The Treasurer consider whether it is appropriate for the Governor to retain responsibility for 
approving act of grace payments under section 80(2) of the Financial Management Act 2006. 
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CHAPTER 5  
Other matters 

 The focus of the FMA reviews is on the operation and effectiveness of the FMA. However, in 
the course of these reviews, matters have come to the Committee’s attention that relate to 
the broader financial management framework of the State. Some of these matters were 
identified in the Treasury Reports or the previous Committee’s reports. This section will 
examine those matters. 

Consolidated financial management legislation 
 The previous Committee reflected that the Commonwealth Government had consolidated 

the financial management Acts governing departments, statutory authorities and companies 
into a single Act – the Public Governance, Performance and Accountability Act 2013 (PGPA) – 
and recommended the Treasurer consider such an approach in its next review of the FMA.122 

 The previous Government ‘noted’ this Recommendation and indicated: 

Subject to it being consistent with the Treasurer’s obligation under section 85 of 
the FMA at the time, the Government notes forthcoming reviews of the FMA will 
give due consideration to the advantages and disadvantages of consolidating 
financial management legislation into a single Act.123 

 The Second Treasury Report noted that the Commonwealth Government had replaced its 
financial management legislation with the PGPA, but did not appear to consider whether 
such an approach would be appropriate in Western Australia.124 

FINDING 6 

It is not apparent from the Second Treasury Report that the Treasurer examined whether to 
consolidate financial management legislation into a single Act, as recommended by the previous 
Joint Standing Committee on Audit. 

 The Committee notes that a recent review of the PGPA found that consolidating financial 
management legislation is an improvement on the previous arrangements.125 

                                                      
122  Western Australia, Joint Standing Committee on Audit, Report 6, Review of the Minister’s Report on the Financial 

Management Act 2006, August 2016, p 15. 
123  Government of Western Australia, Government responses to Joint Standing Committee on Audit – Review of the 

Minister’s Report on the Financial Management Act 2006, Tabled Paper 4783, Legislative Council, 18 October 2016, 
p 1. 

124  The Second Treasury Report noted: ‘The Commonwealth (Cth) undertook a complete review ‘from the ground up’ 
resulting in new legislation applicable from 1 July 2013 (the Public Governance, Performance and Accountability 
Act 2013), replacing legislation originally passed in 1997. An independent review of the Public Governance, 
Performance and Account Act 2013 (PGPA) and Rule commenced in late 2017. The review is required to be 
undertaken under section 112 of the PGPA. The review report is expected in the first half of 2018’ (Government of 
Western Australia, Review of the Financial Management Act (2006) – December 2017 Report, report prepared by the 
Department of Treasury, December 2017, p 9). 

125  Commonwealth of Australia, Independent review into the operation of the Public Governance, Performance and 
Accountability Act 2013 and Rule, report prepared by Elizabeth Alexander AM and David Thodey AO, 
4 September 2018, p 1. 
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RECOMMENDATION 13 

The Treasurer should examine whether consolidating financial management legislation would 
improve the financial management framework of Western Australia. 

Review of Government Trading Enterprise governance and accountability 
arrangements 

 The Premier and Treasurer announced a Government Trading Enterprise (GTE) reform project 
that is ‘designed to clarify and strengthen the governance and accountability arrangements 
of government trading enterprises.’126 A GTE is a statutory authority that has a commercial or 
quasi-commercial focus (for example, the electricity and water corporations and the port 
authorities). GTEs may not be subject to the FMA or may be subject to a limited extent. 

5.7 In the course of the Committee’s review, the Committee became aware that: 

• not all Ministers and GTEs are subject to sections 81 and 82 of the FMA, which relate to 
the provision of information to Parliament.127 

• the provisions requiring entities to notify their Minister in the event of financial difficulty 
are not standardised (see paragraph 4.80). 

Sections 81 and 82 of the Financial Management Act 2006 

5.8 The enabling legislation for the port authorities and the Western Australian Land Authority 
provide for the limited applicability of the FMA, but explicitly subjects those authorities to 
sections 81 and 82 of the FMA. However, there is no equivalent requirement for the 
electricity or water corporations to comply with those sections of the FMA. This means that 
for electricity and water corporations: 

• the Minister or entity could act in a manner that would prevent or inhibit the provision of 
information to Parliament 

• the Minister would not be required to notify the Parliament or Auditor General if that 
Minister decided that it was reasonable and appropriate not to provide certain 
information about the corporation. 

5.9 The Committee considers that accountability would be improved if all statutory authorities 
were subject to sections 81 and 82 of the FMA. 

RECOMMENDATION 14 

The Treasurer assess, as part of the review of the governance and accountability arrangements of 
Government Trading Enterprises, whether all Government Trading Enterprises should be subject to 
sections 81 and 82 of the Financial Management Act 2006. 

Notice of financial difficulty 

5.10 The Committee notes that amending the FMA will standardise the requirement to notify the 
Minister in the event of financial difficulty for those entities covered by the FMA. However, 
this means that non-FMA entities will still be subject to inconsistent provisions. The 
Committee considers that consistency would be improved if those entities were either 

                                                      
126  Hon M McGowan MLA, Premier, & Hon B Wyatt MLA, Treasurer, GTE Reform Program to strengthen governance 

and accountability, Media statement, 10 September 2018. 
127  Section 81 of the FMA seek to prohibit Ministers and accountable authorities from acting in a manner that would 
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subject to the new FMA provisions or if existing provisions were standardised. The provisions 
should include the requirement for Ministers to inform Parliament when a notice of financial 
difficulty has been received (Recommendation 11). 

RECOMMENDATION 15 

The Treasurer assess, as part of the review of the governance and accountability arrangements of 
Government Trading Enterprises, whether Government Trading Enterprises should be subject to 
standardised provisions requiring them to notify the Minister in the event of financial difficulty. 

Loan Acts 
 In Western Australia, the Parliament has set an upper limit on the amount the Treasurer is 

authorised to borrow for public purposes. These limits are set out in the Loan Acts. The Loan 
Act 2017 permitted the Treasurer to borrow up to $11 billion in aggregate.128 

 The Second Treasury Report advised that the interpretation of the current drafting means 
repaid debt cannot be re-borrowed without being considered new debt. This has 
consequences for how quickly the borrowing limit is reached and efficient debt 
management. It proposes to: 

Amend the Loan Act and future Loan Bills to allow temporary debt repayment and 
re-draw of borrowings. [Recommendation 16]129 

 If adopted, the Recommendation may reduce the number of times that Parliament debates 
such legislation. 

FINDING 7 

The Recommendation to amend the Loan Act and future Loan Bills to allow temporary debt 
repayment and re-draw of borrowings is reasonable. 

Risk management 
 As part of the Treasurer’s instruction 825 ‘Risk management and security’, the accountable 

authority is required to ensure that: 

(i) there are procedures in place for the periodic assessment, identification, and 
treatment of risks inherent in the operations of the agency; 

(ii) suitable risk management policies and practices are developed; 

(iii) an appropriate level of security is maintained over money, public and other 
property of or under control of the agency, including information held and 
intellectual property developed and controlled by the agency; and 

(iv) these procedures, policies and practices are documented in the financial 
management manual or other relevant policy manuals.130 

                                                      
128  Loan Act 2017 s 3. 
129  Government of Western Australia, Review of the Financial Management Act (2006) – December 2017 Report, report 

prepared by the Department of Treasury, December 2017, p 24. 
130  Treasurer’s instruction 825 ‘Risk management and security’, p 2. 
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 However, in the course of its latest FMA review, the Department received feedback from 
agencies that the Treasurer’s instruction: 

is considered to be too detailed and that risk management is not necessarily a sole 
financial management issue. The TI [Treasurer’s instruction] currently covers a 
much broader scope than financial risk management.131 

 Accordingly, the Second Treasury Report recommends that the Treasurer’s instruction be 
amended to limit its scope to financial risk management.132 

 The Committee sought further information from the Department: 

Hon DIANE EVERS: My concern is that if we limit risk management to just the 
financial issues, how will the broader risk management issues be managed in the 
absence of this Treasurer’s instruction? 

Mr Smith: We did think about that. The responsibility of Treasury is not really as 
the full risk manager of the policy maker. We are not really equipped or expert in 
that particular field, while financial management is. The other thing is, it calls into 
question whether actually the existing TI [Treasurer’s instruction] is valid as a 
Treasurer’s instruction because the Treasurer can only issue, amend or revoke 
instructions around the administration of the state’s finances. We have had 
discussions with State Solicitors on this and we also have an agency in RiskCover 
that looks at the broader sector, so it may be best that an overarching risk 
management strategy might be better placed in an agency like PSC [Public Sector 
Commission] or RiskCover. Again, that is why we have to have that discussion 
before we actually come out and issue. At the moment, it is really just a signpost 
that we have to look at all these different things.133 

 The Auditor General supported the Recommendation ‘on the basis that overall risk 
management requirements for agencies are specified somewhere.’134 

 The Committee notes the Department’s concern that the Treasurer’s instruction may not be 
valid and supports amending it on that basis. Nonetheless, the Committee is concerned that 
the absence of an overarching risk management strategy may increase the risk exposure of 
the State. 

RECOMMENDATION 16 

The Government continue to explore an overarching risk management strategy for agencies. 

Broader public sector reform 
 The Committee considers that some of the recommendations raised in the Treasury Reports 

are attributable, in part, to the number of small to medium size entities that currently 
operate in Western Australia.135 For example, the recommendation to: 

• exempt agencies from reporting key performance indicators in annual reports arose 
because ‘agencies with limited resources are less likely to report meaningful KPIs in an 
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environment where the same KPI framework applies to all agencies regardless of size or 
capacity.’136 The same rationale was used to justify implementing a tiered approach to 
reporting key performance indicators.137 

• allow Chief Finance Officers to be outsourced arose ‘due to the size and nature of some 
agencies, it is often uneconomical or impracticable to employ a dedicated Chief Finance 
Officer (CFO) within the agency. In such circumstances, and to provide the appropriate 
level of flexibility, it is preferable to enable agencies to designate CFOs outside the 
agency but within the public sector.’138 

• implement tiered financial reporting because agencies are ‘all required to prepare annual 
reports with considerable narrative disclosures, irrespective of size, materiality and 
stewardship responsibilities.’139 

 Similarly, for several years, the Government has allowed smaller, ‘low-risk’ general 
government agencies to opt out of the budget process for a flat-rate increase in funding, in 
order to allow the Government to focus on more significant issues. 

 The Service Priority Review (the Panel) made related observations: 

The Panel has observed that the WA public sector does not appear to be arranged 
according to high-level organisational principles. While the separation of functions 
of department and some higher-level organisations is straightforward, the Chart of 
the Western Australian Government depicts a proliferation of smaller agencies and 
other bodies. It is telling that size constraints mean the chart reflects only a sample 
of some of these.140 

The absence of clearly stated and rigorously applied principles governing the 
establishment and governance of, and relationship between, public sector entities 
in WA speaks to a lack of system-wide stewardship over the long term. Although 
designing and implementing a better public sector organisation architecture will 
take time, the Panel considers that current arrangements contribute to inefficiency 
both within the system and for individuals dealing with it, and prevent the sector 
working together cohesively at system level.141 

 Accordingly, the Panel recommended the Department of the Premier and Cabinet: 

Review and rationalise the categories of agencies and other organisations within 
the public sector to establish key organisational principles to guide future review 
and reform.142 

                                                      
December 2017 Report, report prepared by the Department of Treasury, December 2017, p 12). The Auditor 
General noted that ‘most of the State’s public sector entities are small to medium in size – over 60 entities account 
for only 1% of total government operating expenditure’ (Western Australian Auditor General’s Report, Audit 
Results Report – Annual 2017-18 Financial Audits of State Government Entities, Report 7, report prepared by the 
Office of the Auditor General, November 2018, p 30). 

136  Government of Western Australia, Review of the Financial Management Act (2006) – December 2017 Report, report 
prepared by the Department of Treasury, December 2017, p 13. 

137  ibid. 
138  Hon M Nahan MLA, Treasurer, Letter, 27 June 2016, Attachment B, p 10. 
139  Government of Western Australia, Review of the Financial Management Act (2006) – December 2017 Report, report 

prepared by the Department of Treasury, December 2017, p 12. 
140  Government of Western Australia, Working together: One public sector delivering for WA, Final Report, report 

prepared by the Service Priority Review, October 2017, p 93. 
141  ibid., p 94. 
142  ibid., p 104. 
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 The Committee supports such a review, but considers that the Public Sector Commission 
may be better placed to conduct a review given its responsibility for sector-wide governance. 

RECOMMENDATION 17 

The Premier direct the Public Sector Commission to undertake a review of the categories of 
agencies and other organisations to establish key organisational principles to underpin future 
review and reform of the Western Australian public sector. 

Inactive agencies 

5.25 Furthermore, the Committee is aware that three inactive agencies continue to exist. The 
Auditor General identified the Landcare Trust, the State Supply Commission, and the 
Western Australian Building Management Authority (WABMA) as inactive agencies in the 
2017-18 Audit Results Report. The Committee is not aware of any other inactive agencies. 

Table 1. 2017-18 audits dispensed in prior years under section 14 of the Auditor General Act 2006 

Entity Reason why entities are inactive 

1. Landcare Trust 
(inactive since 2004) 

The Trust ceased to operate in 2004 and holds no funds. Legislation 
to repeal Part VA of the Soil and Land Conservation Act 1945, which 
created the trust, is required. 
The Department of Primary Industries and Regional Development 
now administers this legislation. 

2. State Supply 
Commission 
(inactive since 2009) 

The Commission’s functions and records were transferred in 
June 2009 to the Department of Finance. 
The State Supply Commission Act 1991 has not been repealed. 

3. Western Australian 
Building Management 
Authority 
(inactive since 2009) 

The Authority ceased to operate in 2009 and is awaiting repeal of its 
legislation, Part IA of the Public Works Act 1902. 
The Department of Finance holds its records. 

Source: Western Australian Auditor General’s Report, Audit Results Report – Annual 2017-18 Financial Audits of State 
Government Entities, Report 7, report prepared by the Office of the Auditor General, November 2018, p 13-14. 

 The first review of the FMA identified the WABMA and the State Supply Commission as 
agencies that could be abolished. The First Treasury Report recommended the WABMA be 
abolished because: 

The original rationale for creating the WABMA is no longer relevant and as the 
State’s borrowing requirements can be adequately accommodated through other 
legislative means such as the Loan Acts, the continuation of the WABMA’s 
existence is not warranted.143 

 In relation to the State Supply Commission, the Treasurer advised: 

[The Department of] Treasury assessed options to abolish the State Supply 
Commission (SSC). However, certain legal complexities became apparent in respect 
of abolishing the SSC and the State Supply Commission Act 1991 in the final 
stages of the review. Therefore, Treasury decided to withdraw this proposed 

                                                      
143  Government of Western Australia, Review of the Financial Management Act (2006) – March 2014, report prepared 

by the Department of Treasury, March 2014, p 15. 
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recommendation from the final review in order to give more consideration to the 
legislative matters, including the abolition of the SSC.144 

 The Second Treasury Report advised that the recommendation to abolish the WABMA would 
not be progressed as part of this Review because: 

The Department of Finance expressed concerns around abolishing WABMA as 
contracts are still in place.145 

 The Auditor General disagreed with this decision and suggested that ‘legislation creating 
inactive agencies should repealed as soon as possible’.146 

 The Committee notes that the Special Inquirer recommended reforms to the State Supply 
Commission Act 1991 and the Public Works Act 1902 that may affect the legislative 
underpinning of those bodies. Nonetheless, the Committee shares the Auditor General’s view 
on inactive bodies. 

RECOMMENDATION 18 

The Treasurer progress legislation to abolish inactive agencies. 

Spending from the Treasurer’s Advance not yet approved by the Parliament 
 The Parliament has not approved additional spending from the Consolidated Account since 

the 2009-10 financial year.147 

 There are currently six Appropriation Supplementary Bills in the Parliament that seek to 
approve outstanding spending – two Bills are at the second reading stage in the Legislative 
Assembly148 and four are at the second reading stage in the Legislative Council.149 

Table 2. Value of approvals sought in the Appropriation Supplementary Bills 

Bill Year Recurrent 
$ 

Capital 
$ 

Total 
$ 

Appropriation (<Recurrent or 
Capital> 2010-11 to 2015-16) 
Supplementary Bill 2017 

2010-11 486 271 761 15 515 000 10116 

2011-12 324 035 000 64 399 000 2845 

2012-13 239 650 000 9 912 000 3835 

2013-14 298 926 500 67 896 000 4714 

2014-15 264 815 723 51 653 000 4535 

2015-16 261 499 832 229 737 000 4589 

                                                      
144  Hon M Nahan MLA, Treasurer, Letter, 27 June 2016, Attachment B, p 3. 
145  Government of Western Australia, Review of the Financial Management Act (2006) – December 2017 Report, report 

prepared by the Department of Treasury, December 2017, p 33. 
146  Caroline Spencer, Auditor General, Office of the Auditor General, Letter, 21 November 2018, Attachment 2, p 6. 
147  The Appropriation (Consolidated Account) Capital 2009-10 (Supplementary) Bill 2010 and the Appropriation 

(Consolidated Account) Recurrent 2009-10 (Supplementary) Bill 2010 received Royal Assent on 2 May 2011. 
148  The Appropriation (Recurrent 2017-18) Supplementary Bill 2018 and the Appropriation (Capital 2017-18) 

Supplementary Bill 2018. 
149  The Appropriation (Recurrent 2010-11 to 2015-16) Supplementary Bill 2017, the Appropriation (Capital 2010-11 to 

2015-16) Supplementary Bill 2017, the Appropriation (Recurrent 2016-17) Supplementary Bill 2017 and the 
Appropriation (Capital 2016-17) Supplementary Bill 2017. 
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Bill Year Recurrent 
$ 

Capital 
$ 

Total 
$ 

Appropriation (<Recurrent or 
Capital> 2016-17) Supplementary 
Bill 2017 

2016-17 297 032 405 107 512 860 8296 

Appropriation (<Recurrent or 
Capital> 2017-18) Supplementary 
Bill 2018 

2017-18 42 662 066 38 695 867 8422 

Total All 2 214 893 287 585 320 727 2 800 214 014 
 

5.33 As noted in paragraph 4.21, the FMA requires any spending from the Consolidated Account 
under these arrangements to be retrospectively approved by Parliament in an Appropriation 
Bill.150 

 

FINDING 8 

The Committee draws to the attention of Parliament that the following bills are outstanding: 

• Appropriation (Recurrent 2010-11 to 2015-16) Supplementary Bill 2017 

• Appropriation (Capital 2010-11 to 2015-16) Supplementary Bill 2017 

• Appropriation (Recurrent 2016-17) Supplementary Bill 2017 

• Appropriation (Capital 2016-17) Supplementary Bill 2017 

• Appropriation (Recurrent 2017-18) Supplementary Bill 2018 

• Appropriation (Capital 2017-18) Supplementary Bill 2018. 

The Auditor General Act 2006 

Performance review of the Office of the Auditor General 

 The Second Treasury Report recommends amending the FMA and the AGA to ensure that 
both Acts are reviewed every ten years. This Recommendation has implications for how often 
the Office of the Auditor General is subject to a performance audit. 

 The AGA states: 

(1) The Joint Standing Committee on Audit is to carry out a review of the 
operation and effectiveness of this Act as soon as is practicable after — 

(a) the fifth anniversary of its commencement; and 

(b) the expiry of each 5 yearly interval after that anniversary. 

… 

(3) For the purposes of subsection (1), the Joint Standing Committee on Audit is 
to appoint a suitably qualified person (the reviewer) [emphasis in original] to 
conduct a review (a performance and legislative review) [emphasis in 
original] as to such matters relating to — 

(a) The operation and effectiveness of this Act; and 

                                                      
150  Financial Management Act 2006 s 27(4) 
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(b) The performance of the Auditor General’s functions by the Auditor 
General and the OAG [Office of the Auditor General].151 

 Given the current drafting of the AGA, a shift to ten year reviews for the AGA will also mean 
ten year performance reviews of the Office of the Auditor General. The Committee considers 
five years a more appropriate time between performance reviews. 

RECOMMENDATION 19 

The Office of the Auditor General continue to be subject to a performance review every five years. 

Abolishing the Joint Standing Committee on Audit 

 The AGA requires that there be a Joint Standing Committee on Audit. The previous 
Committee recommended abolishing the Committee and transferring its functions to the 
Legislative Council Standing Committee on Estimates and Financial Operations.152 

 In the course of the legislative review of the AGA, the legislative reviewer HWL Ebsworth, 
made the following observations about the Joint Standing Committee on Audit: 

14.3 In our discussions we did not detect any great enthusiasm for continuing 
with the JSCA [Joint Standing Committee on Audit]. In other jurisdictions 
the appointment of a joint committee has superseded any pre-existing 
committee arrangements. This has not happened in WA. The EFOC 
[Legislative Council Standing Committee on Estimates and Financial 
Operations] and PAC [Legislative Assembly Public Accounts Committee] 
still exist and are actively involved in the work of the Auditor General. 
Indeed they are more actively involved than the JSCA. If this is to be the 
pattern for the future, and it seems likely to be, a question arises as to 
whether there is any point in maintaining the existence of the JSCA. 

14.4 If the JSCA is to continue in existence, we consider that the AG [Auditor 
General] Act needs to be reviewed. It currently refers in what seems a 
somewhat haphazard fashion to the role and responsibilities of the PAC, 
the EFOC and the JSCA.153 

 The Committee shares the views of the previous Committee and notes the observations of 
the legislative reviewer. The Committee has republished the table shown in the previous 
Committee’s report that highlights the differing roles for the Legislative Council Standing 
Committee on Estimates and Financial Operations, the Legislative Assembly Public Accounts 
Committee and this Committee under the AGA. 

                                                      
151  Auditor General Act 2006 s 48. 
152  The previous Committee recommended: ‘That the Treasurer repeal section 43 of the Auditor General Act 2006 and 

transfer the prescribed functions of the Joint Standing Committee on Audit in this Act and the Financial 
Management Act 2006 to the Legislative Council Standing Committee on Estimates and Financial Operations’ 
(Western Australia, Joint Standing Committee on Audit, Report 7, Review of the operation and effectiveness of the 
Auditor General Act 2006, August 2016, p 44). 

153  Western Australia, Joint Standing Committee on Audit, Report 7, Review of the operation and effectiveness of the 
Auditor General Act 2006, August 2016, p 242. 
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Table 3. Roles and responsibilities contained in the Auditor General Act 2006 

Function Estimates 
and Financial 
Operations 
Committee 

Public 
Accounts 

Committee 

Audit 
Committee 

[s 8] Set out the audit priorities of the 
Parliament 

Y Y N 

[s 14(4)] Required to be notified if the Auditor 
General dispenses with the accounts of an 
agency 

Y Y N 

[s 20] May request the Auditor General to carry 
out an audit 

Y Y N 

[s 25(1)] The Auditor General may submit a 
report on an examination or investigation 

Y Y N 

[s 44] May make recommendations on the 
budget or organisational structure of the OAG 

N N Y 

[s 46(3)] May receive information obtained in 
the course of an audit engagement 

Y Y Y 

[s 48] Review of the operation and effectiveness 
of the Auditor General Act 2006 

N N Y 

[Sch 1, cl 1(2)] Minister must consult on the 
selection criteria to appoint the Auditor General 

Y Y N 

[Sch 1, cl l(3)] Minister must consult on the 
recommended appointee for the Auditor 
General position 

Y Y N 

[Sch 1, cl 7(4)] Inquire into, and report on, any 
motion for suspension or removal of the 
Auditor General referred by either House of 
Parliament. 

N N Y 

[Sch 1, cl 8(2)] Minister must consult on Acting 
Auditor General 

Y Y N 

 

RECOMMENDATION 20 

The Treasurer amend the Auditor General Act 2006 to remove the requirement to have a Joint 
Standing Committee on Audit and transfer its prescribed functions to the Legislative Council 
Standing Committee on Estimates and Financial Operations. 

Alternatively, the Treasurer should review and rationalise the functions allocated to each 
Committee under the Auditor General Act 2006. 
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CHAPTER 6  
Conclusion 

6.1 The Committee considers that this report fulfils its obligations under the FMA to review the 
Treasurer’s review of the operation and effectiveness of the FMA. In the course of the 
Committee’s review, the Committee: 

• examined both Treasury reports and reports prepared by the previous Committee on the 
FMA and the AGA 

• consulted with the Department and the Auditor General on matters relating to the 
financial administration of the State. 

6.2 The Committee broadly supports the recommendations made in the Second Treasury Report. 
The Committee does not support Recommendation 14 of the Second Treasury Report, which 
proposes to provide for an automatic appropriation of all expenditure authorised under 
sections 27(1) and 27(2) of the FMA in a financial year, on the grounds that: 

• standing appropriations reduce Parliamentary control over appropriations 

• spending under those sections may be for any purpose, whereas standing appropriations 
have a well-defined and restricted purpose. 

6.3 This report contains eight findings and 20 recommendations. In general, the 
recommendations seek to improve the level of disclosure to Parliament or identify areas for 
further work to improve the broader financial management framework of the State. 
Improving disclosures will facilitate the Parliament’s role to scrutinise the operations of 
Government and its agencies. 

6.4 Finally, the Committee recommends that the Committee be abolished and its functions 
transferred to the Legislative Council Standing Committee on Estimates and Financial 
Operations. The Committee considers that a stand-alone committee with its current 
functions unnecessary, especially when there are existing committees that could perform 
those functions with equal ease. 

 

 
Hon Alanna Clohesy MLC 

Chair 
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APPENDIX 1 

CHRONOLOGY OF REVIEWS OF THE FINANCIAL MANAGEMENT ACT 2006 

Date Event 

1 February 2007 Financial Management Act 2006 (FMA) commenced. 

August 2011 The Department of Treasury (Department) established a project board 
and project team to conduct a review of the FMA. 

14 October 2011 The Treasurer endorsed the Department to undertake the review on his 
behalf. 

1 February 2012 Minister is to carry a review of the operation and effectiveness of the 
FMA as soon as practicable after this date. 

March 2014 The ‘Review of the Financial Management Act (2006) – March 2014’ 
report (First Treasury Report) was finalised. 

4 September 2015 The First Treasury Report was provided to the Joint Standing Committee 
on Audit (Committee). 

December 2015 The Committee commenced its review of the First Treasury Report. 

August 2016 The Committee tabled in Parliament the ‘Review of the Minister’s Report 
on the Financial Management Act 2006’. 

1 February 2017 Minister is to carry a review of the operation and effectiveness of the 
FMA as soon as practicable after this date. 

March 2017 The Department established a project board and project team to 
conduct the second review of the FMA. 

8 August 2017 The Treasurer endorsed the Department to undertake a review on his 
behalf. 

December 2017 The ‘Review of the Financial Management Act (2006) – December 2017 
Report’ (Second Treasury Report) was finalised. 

21 June 2018 The Second Treasury Report was provided to the Committee. 

22 August 2018 The Committee commenced its review of the Second Treasury Report. 

16 May 2019 The Committee tabled in Parliament the ‘Second Review of the Financial 
Management Act 2006’. 
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GLOSSARY 

Term Definition 

AASB Australian Accounting Standards Board 

AGA Auditor General Act 2006 

Bill Financial Legislation Amendment Bill 

Committee Joint Audit Committee 

Department Department of Treasury 

First Treasury Report ‘Review of the Financial Management Act (2006) – March 2014’ 

FMA Financial Management Act 2006 

GTE Government Trading Enterprise 

OBM Outcomes Based Management 

PGPA Public Governance, Performance and Accountability Act 2013 (Cwlth) 

Second Treasury Report ‘Review of the Financial Management Act (2006) – December 2017 
Report’ 

Treasury Reports First Treasury Report and Second Treasury Report 

The Panel Service Priority Review Panel 

WABMA Western Australian Building Management Authority 

 



Joint Audit Committee

Date first appointed:

13 June 2017

Terms of Reference:

The following is an extract from Schedule 1 of the Legislative Council Standing Orders:

7. Joint Audit Committee

7.1  A Joint Audit Committee is established. 

7.2  The Committee consists of the Members of the Legislative Council Standing Committee on 
Estimates and Financial Operations and the Members of the Legislative Assembly Public 
Accounts Committee. 

7.3  The Chair of the Standing Committee on Estimates and Financial Operations will be the Chair 
of the Joint Audit Committee. 

7.4  The Standing Orders of the Legislative Council relating to Standing Committees will be 
followed as far as they can be applied.'
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