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Executive Summary 

The Financial Management Act 2006 (the FMA) together with the Auditor General 
Act 2006 (AG Act) and the enabling legislation of statutory authorities provide a 
framework for the financial management, accountability and reporting of the public 
finances of the State. Key elements of the FMA's framework include: 

o a requirement for the Treasurer to maintain the central accounts of government -
the Treasurer's Accounts; 

• centralised banking arrangements through the Public Bank Account (PBA) and, 
apart from the exception of a few agencies, centralised investment employing 
the expertise of the Western Australian Treasury Corporation; 

• the ability for government to transfer appropriations and funds to facilitate 
machinery of government changes; and 

• a comprehensive framework of financial and performance reporting. 

Section 85 of the FMA requires an assessment of its operation and effectiveness 
after the first five years of operation and every five years thereafter. The review is to 
consider: 

(1) whether there is a need for the FMA to continue; and 

(2) any other matters that appear to be relevant to the operation and effectiveness 
of the FMA. 

The Department of Treasury (Treasury) conducted the review on behalf of the 
Treasurer. A range of bodies including Standing Parliamentary Committees, other 
jurisdictions, government agencies and committees, and interested parties from 
within and external of the public sector provided submissions. 

The review has found that there is a need for the FMA to continue. It also 
recommends that amendments to the FMA and other relevant legislation, and 
changes to administrative arrangements will strengthen controls over public 
expenditure, reduce red tape and improve reporting efficiency and effectiveness of 
the FMA. The review's recommendations are as follows: 



Review of the Financial Management Act (2006) 

Should the FMA be Retained? 

Recommendation 1: The FMA should be retained. 

The following key recommendations will improve and strengthen controls over public 
expenditure and improve reporting efficiency: 

Significant Reforms - Key Initiatives to Improve the Operation and 
Effectiveness of the FMA 

Expense Limits 

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

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

Control and Authorisation of Major Expenditure 

Recommendation 4: 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 5: That any breach of Recommendation 4 by an officer may 
invoke the disciplinary provisions of the Public Sector Management Act 1994. 

Recommendation 6: Amend the FMA and Treasurer's instructions to place an 
obligation on the accountable authority to establish and maintain a 
comprehensive framework of delegations and authorisations and a 
requirement to maintain proper records and documentation of the same. 

Recommendation 7: Amend the FMA to require all budget dependent agencies 
to formally notify their Minister and the Treasurer in the event of financial 
difficulty. 
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Reducing Regulation 

Recommendation 8: 

1. Remove the public universities in Western Australia from the purview of the 
FMA. 

2. That the requirements for universities to present their annual reports to 
Parliament and be subject to audit remain with these requirements included 
in each university's enabling legislation. 

Recommendation 9: Abolish the Western Australian Building Management 
Authority and repeal the relevant provisions of the Public Works Act 1902. 

Recommendation 10: 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. 

Other Initiatives to Improve the Financial Management Framework 

Public Sector Bank Accounts 

Recommendation 11: Amend the FMA to enable the Treasurer to approve that 
an agency can establish and operate a bank account jointly with a third party. 

Recommendation 12: Amend the Western Australian Treasury Corporation 
Act 1986 to remove any doubt that the WATe can accept money from the 
Treasurer for the purposes of investing the Public Bank Account. 

Funds Management 

Recommendation 13: Amend sections 27 and 29 of the FMA by deleting the 
reference to 'extraordinary or unforeseen matters'. 

Recommendation 14: The existing Treasurer's Advance arrangements are to 
remain in place. 

Recommendation 15: Amend section 29 of the FMA so that the three per cent 
limit for Treasurer's Advances applies to the actual amounts expended rather 
than the total amount authorised. 

Recommendation 16: Amend section 48 of the FMA so that write-offs in 
excess of the prescribed amount can be written off by the Governor with the 
prior approval of the Minister. 
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Recommendation 17: Amend section 38(7) of the FMA to allow the Treasurer 
to authorise the payment of interest on public money direct from the Public 
Bank Account Interest Earned Account. 

Functions and Responsibilities of Accountable Authorities 

Recommendation 18: Amend section 57(1)(a) of the FMA to allow for the chief 
finance officer function of an agency to be outsourced to another agency. 

Financial and Performance Reporting 

Recommendation 19: Amend section 61 of the FMA to provide that when 
agencies that are under the FMA and their enabling legislation are to prepare 
an annual report or special report, that the dual obligation can be discharged 
through the annual report requirement under section 61 of the FMA. 

Recommendation 20: Treasury to review the reporting requirements for all 
statutory authorities and departments and simplify requirements where 
possible. 

Recommendation 21: The inclusion of a specific requirement in the FMA for 
mandatory reporting of instances of non-compliance with policies and 
standards by accountable authorities is not recommended as there are 
adequate alternative mechanisms for disclosure. 

Recommendation 22: Ensure that the definition of 'subsidiary body' in the 
FMA is consistent with recent amendments to Australian Accounting Standard 
AASB 10 Consolidated Financial Statements. 

Recommendation 23: Amend section 60(1)(a)(i) of the FMA by deleting the 
words 'by an instrument' to provide clarity to the definition of 'affiliated body'. 

Recommendation 24: That the proposal to allow consolidation of agencies' 
annual reports not proceed. 

General Issues 

Recommendation 25: Amend section 82 of the FMA to limit its application to 
situations where the Minister declines to provide information on the basis of 
commercial confidentiality. 

Recommendation 26: Amend section 82 of the FMA to extend its scope to 
include subsidiary, related and affiliated bodies. 

Recommendation 27: Amend section 80 of the FMA so that Act of Grace 
payments, in excess of the prescribed amount, can be approved by the 
Governor, with the prior approval of the Treasurer. 

Recommendation 28: Amend Treasurer's instruction 319(2) to reflect the 
change to section 80 (Recommendation 27). 
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Recommendation 29: 
1. Approval for minor Act of Grace payments to remain though the Treasurer 

and the Governor. 
2. Treasury to examine whether the current Act of Grace administrative 

arrangements can be streamlined through the Treasurer's instructions. 

Recommendation 30: Amend section 83 of the FMA and similarly affected 
statutory authorities' legislation to address the tabling of agencies' annual 
reports and special purpose reports when the House of Parliament is not 
sitting towards the end of the prescribed tabling period. 

Recommendation 31: Review the definitions of 'department', 'sub-department' 
and 'deemed department' in the FMA and the Public Sector Management 
Act 1994 to ensure there is consistency between the two statutes. 

Recommendation 32: That the inclusion of a provision in the FMA requiring the 
Minister to approve out of court settlements not be adopted. 

Recommendation 33: Amend section 52(1) of the Legal Aid Commission 
Act 1976 to remove the reference to the Legal Aid Fund of Western Australia 
being a special purpose account and to reinstate it to the same standing that it 
had prior to the enactment of the Financial Legislation Amendment and Repeal 
Act 2006. 

Recommendation 34: Amend section 153 of the Biosecurity and Agriculture 
Management Act 2007 to ensure the Treasurer's approval is sought prior to 
research bodies entering into company arrangements. 

Recommendation 35: Amend the Biosecurity and Agriculture Management 
Act 2007 to specify that the general powers and functions are to be performed 
by the Minister or the chief executive officer, rather than the Western 
Australian Agriculture Authority, in line with the approach adopted in the Fire 
and Emergency Services Act 1998. 

Recommendation 36: Amend section 126 of the Transfer of Land Act 1893 to 
remove the Treasurer's role when a mortgagor cannot be located, ensure the 
moneys are managed by the department administering the Transfer of Land 
Act 1893. In addition, any unclaimed moneys to be managed under the 
Unclaimed Money Act 1990. 
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Introduction 

Terms of Reference 

The FMA, which came into force on 1 February 2007, replaced the previous Financial 
Administration and Audit Act 1985. 

Section 85 of the FMA, requires the Minister (Treasurer) to undertake a review of all 
matters relating to the operation and effectiveness of the FMA after the initial five 
years of operation and every five years thereafter. Section 85(2) requires that in 
undertaking the review the Minister is to consider and have regard to -

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

(b) any other matters that appear to the Minister to be relevant to the operation and 
effectiveness of this Act. 

Section 85(3) states that: 

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. 

On 14 October 2011, the then Treasurer, the Hon Christian Porter gave his 
endorsement to Treasury undertaking the review on behalf of the Treasurer. 

Purpose of the Report 

The purpose of this report is to present the findings of the review of the FMA having 
regard to the statutory terms of reference. 

Rationale for Review 

There is a need for governments to achieve greater value for money from scarce 
taxpayer resources and for agencies to 'deliver more with less' and to account for the 
efficient and effective delivery of their services. This requires the financial 
management and accountability framework governing public finances to be 
continually improved. 

Treasury considered the following while reviewing the operation and effectiveness of 
the FMA: 

11 the experience of the Global Financial Crisis and whether the custody and 
investment of public finances should be strengthened; 
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• whether funding and resource allocation processes could be strengthened or 
improved; 

• the removal of unnecessary prescription and the reduction of red tape; 

• strengthening accountable authorities' accountabilities for the efficient and 
effective delivery of services and the management of resources under their 
control; and 

.. improving the clarity and effectiveness of existing legislation; and 

.. the challenges for the State Government to meet the expectations of a growing 
economy and population while ensuring efficient and effective delivery of 
Government services. This can only be achieved through a robust and sound 
financial management system. 

The Review Process 

In August 2011, a project board consisting of senior Treasury officers and a project 
team, resourced from within Treasury, was established. 

Drawing from the experience gained from the development of the FMA in 2006, the 
following key stakeholders and interested parties were invited to contribute to the 
review: 

.. Parliamentary Committees: The Estimates and Financial Operations Committee 
and the Public Accounts Committee. 

III Accounting Bodies: The Institute of Chartered Accountants Australia, CPA 
Australia and the Institute of Public Accountants; 

• Western Australian public universities' Vice Chancellors; 

.. Financial Reform Consultative Committee (FRCC) whose membership is 
comprised of a representative cross section of agencies. The list of FRCC 
members is included in Appendix A; 

" Clerk of the Legislative Assembly; 

It Clerk of the Legislative Council; 

• Public Sector Commissioner; 

It Director General of the Department of the Premier and Cabinet; 

It Director General of the Department of Finance; and 

.. Auditor General. 

Sixteen stakeholders provided written feedback in the form of meetings, letters, 
emails or phone calls. All respondents to the review have made recommendations 
as to how the effectiveness of the financial management legislation framework could 
be enhanced. The list of respondents is provided in Appendix B. A summary of the 
written submission comments is provided in Appendix C. 
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The Project Team, under the guidance of the Project Board considered matters 
raised by stakeholders together with other operational issues previously identified by 
Treasury. Working papers were developed on specific matters for final consideration 
by the Budget Management Committee of Treasury. 

A series of workshops were conducted within Treasury and where necessary further 
consultation was undertaken with stakeholders and agencies. To assist in framing 
the recommendations, guidance was also obtained from the State Solicitor's Office 
and Parliamentary Counsel's Office on matters of legislative interpretation and legal 
principle. 

Issues Identified 

A total of 62 issues were considered by the Project Team of which 28 were directly 
related to the FMA, six to the Treasurer's instructions and the Financial Management 
Regulations 2007 and 22 concerned statutory authorities' enabling legislation. A 
further six issues were deemed to be out of scope of the review. These out of scope 
issues were either of a non-legislative nature that could be addressed through a 
change to policy, were of an operational nature or could be addressed through 
normal Treasury business. 

Issues for which recommendations were drawn are listed in Appendix D. Matters 
related to the Financial Management Regulations 2007 (Regulations) and the 
Treasurer's instructions (TI) are detailed in Appendix E. 

Appendix F provides a listing of issues related to statutory authorities' legislation. 
Issues considered during the course of the review, but were deemed out of the scope 
of the FMA review are noted in Appendix G. 
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The Need for the FMA to Continue 

The overarching objectives of the FMA are to provide for "the management, 
administration and reporting of the public finances of the State, and for related 
purposes."1 

The FMA provides the structure for the financial management, accountability and 
reporting for departments and statutory authorities in the Western Australian Public 
Sector. The FMA sits within a broader framework that incorporates the functions, 
powers and financial and accountability provisions contained in the enabling 
legislation of statutory authorities and in individual statutes administered by 
departments and statutory authorities. Note that for the purpose of the FMA, the 
term 'statutory authorities' does not include the corporatised entities such as 
Landcorp, the Port Authorities, and water and power utilities. 

The FMA together with the TI, Regulations and enabling legislation that create 
statutory authorities, provide a cohesive framework that amongst other things: 

It establishes the central accounts of government and details requirements for the 
keeping of accounting records by agencies; 

It establishes a framework for the establishment and operation of the Public Bank 
Account (PBA) and the investment of money; 

Cl prescribes the Treasurer's Advance arrangements; 

It facilitates the transfer of agency appropriations and funds to facilitate machinery 
of government changes; 

Cl imposes responsibilities and obligations on accountable authorities for the 
efficient and effective management of financial and physical resources under their 
control. This includes the development of key performance indicators and the 
preparation of annual reports and audited financial statements; 

It mandates requirements for the preparation of financial statements that ensures 
consistency of presentation; and 

It imposes operational requirements that underpin effective and responsible public 
administration including the receipt, custody and expenditure of public money and 
property, the requirement to maintain an effective internal audit and risk 
management processes. 

Fiscal and economic challenges demand the effective and efficient delivery of 
government services. This delivery is predicated on a sound financial management 
framework. The subsidiary TI and Regulations allow for flexibility and evolution in an 
ever changing financial and economic environment. 

1 Ibid. 2, p.1. 
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• Submissions received by significant stakeholders (some of which are bound by 
the requirements of the FMA), were positive, showed an active engagement in 
the use of the FMA and provided constructive comments on how the operation 
and effectiveness of the FMA could be improved. 

• All Australian jurisdictions and the United Kingdom have enacted financial 
management legislation which establish a framework that underpins the 
responsible administration and accountability for public finances and the delivery 
of services. A number of these legislative frameworks are currently being 
reviewed by their respective jurisdictions with the view of bringing about 
improvements. 

Recommendation 1: The FMA should be retained. 
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Significant Reforms - Key Initiatives to Improve 
the Operation and Effectiveness of the FMA 

Controls Over Public Expenditure 

Expense Limits 

The requirement for agencies to comply with their approved expense limit is essential 
for government to meet its financial targets and to preserve the State's credit rating. 
Agencies' expense limits are initially specified in the Budget Statements - Budget 
Paper No. 2. 

The requirement for an accountable authority to comply with the agency's approved 
expense limit is currently specified in its resource agreement. The framework for 
resource agreements is prescribed in sections 41-46 of the FMA. Resource 
agreements specify the total amount of resources that are expected to be made 
available to the agency for the financial year, the services that are proposed to be 
provided by the agency and any other matters required by the Treasurer to be 
included in the agreement. 

One submission to the review made note that the endorsed expense limit often 
changes throughout the year in response to parameter adjustments or new policy 
initiatives. It was noted that resource agreements focus on the expense limit 
specified in the Budget Papers and that there is no formal process for recognising 
changes that may occur in the course of the year, citing that this may be a 
contributing factor to some instances of non-compliance by agencies. 

The review found that a requirement in the FMA that accountable authorities must 
comply with their approved expense limit would strengthen compliance with expense 
limits. It also concluded that the effectiveness of the recommendation would be 
strengthened by the inclusion of a provision that any breach by an accountable 
authority may invoke the disciplinary provisions of the Public Sector Management 
Act 1994. 

11 



Review of the Financial Management Act (2006) 

Evidence suggests that providing clarity around expense limits will help to constrain 
government spending and signals that the government is able to set targets and 
adhere to them.2 Providing clarity to agencies' expense limits to reflect approved 
parameter or policy changes during the budget year will enhance fiscal responsibility, 
transparency and governance. Research has shown that fiscal rules such as 
legislating expense limits have the effect of promoting economic stability, enhancing 
credibility of the government's fiscal policies and help to maintain surpluses. The 
transparency that comes from clear guidelines surrounding expense limits is a key 
element of responsible governance.3 

Recommendation 2: Amend the FMA to include a provIsion that explicitly 
requires accountable authorities to operate within their agencies' approved 
expense limit. 

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

Control and Authorisation of Major Expenditure 

The review has found that Western Australia is one of two states in Australia that 
does not have a provision in its Financial Management legislation governing 
expenditure decisions. 

Commitments of public money invoke present and/or future funding obligations. It 
has been found that when a proposal is not identified, and does not have the prior 
approval of Cabinet the resultant expenditure can be a fait accompli. This may 
compromise Executive Government's discretion over the budget and its ability to 
direct resources as it sees fit. 

While the FMA provides a strong framework of control over the authorisation and 
payment of money it lacks an effective constraint on agencies entering into an 
arrangement that effectively commits the State to a financial obligation and thereby 
potentially pre-empting the government's discretion in the matter. 

Governments' control over major spending initiatives would be strengthened by the 
inclusion of a suitable provision in the FMA underpinned by a complementary 
requirement that any breach by an officer may invoke the disciplinary provisions of 
the Public Sector Management Act 1994. 

Recommendation 4: 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. 

2 Krol , R, The role of fiscal and political institutions in limiting the size of state govemment, Cato 
Journal 27.3 (Fall 2007) p. 431-445. 

3 Kennedy, S, Robbins, J and Delorme, F, 2003. The Role of Fiscal Rules in Determining Fiscal 
Performance. 
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Recommendation 5: That any breach of Recommendation 4 by an officer may 
invoke the disciplinary provisions of the Public Sector Management Act 1994. 

Delegations and Authorisations Framework 

Effective public administration is predicated on each agency having in place a clearly 
articulated and documented framework of delegations and authorisations for the 
acquisition of goods and services and entering into contractual obligations. 

In Western Australia, expenditure commitments in respect of major works are usually 
entered into under the powers of the Public Works Act 1902 or statutory authorities' 
enabling legislation, and the State Supply Commission Act 1991 for the supply and 
disposal of goods and services. 

While these statutes may provide the power to enter into obligations or commitments 
to be formally delegated, a legislative requirement does not exist that requires the 
accountable authority of each agency to establish a formal framework of delegations 
and authorisations with clearly defined actions and financial limits. 

Recommendation 6: Amend the FMA and Treasurer's instructions to place an 
obligation on the accountable authority to establish and maintain a 
comprehensive framework of delegations and authorisations and a 
requirement to maintain proper records and documentation of the same. 

Notice of Financial Difficulty 

Agencies that are funded by appropriation from the Consolidated Account are subject 
to a number of formal processes including the bilateral budget process and the 
mid-year review. They are expected to identify forward cost and demand pressures 
and have these brought to the attention of the Executive. 

Sound budget management practice demands that an agency inform its Minister and 
subsequently the Treasurer in a timely manner if it forms the opinion that it is unable 
to, or will be unlikely to be able to satisfy any of its financial obligations. In practice, 
however, it has been found that not all agencies conform to this practice, leading to 
budgetary surprises at times such as the mid-year review. 

Currently, a requirement to keep the Minister and subsequently the Treasurer 
informed of financial difficulty is only included in a limited number of statutory 
authorities' enabling legislation, primarily those with a commercial focus. 

Accountability and governance would be enhanced by the inclusion of a provision in 
the FMA requiring budget dependent agencies to inform their Minister with notice of 
financial difficulty. 

Recommendation 7: Amend the FMA to require all budget dependent agencies 
to formally notify their Minister and the Treasurer in the event of financial 
difficulty. 
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Reducing Regulation 

Public Universities in Western Australia and the FMA 

As a creation of State Parliament, the public universities are established under their 
own enabling legislation, are subject to the FMA (with exemptions from sections 13, 
14 and 40) and the Auditor General Act 2006. 

The public universities are independent from State Government operational controls 
and the requirements of the FMA in respect to bank account approvals and the 
requirement to submit annual estimates to the Minister for approval. For reasons that 
are not clear, the universities are still subject to section 48 write-offs, section 53 
functions of accountable authorities, section 57 chief finance officer and section 80 
Act of Grace payments of the FMA. The application of the TI is limited to those 
dealing with the preparation of annual reports and financial statements. 

As the universities do not receive any direct funding from the State, a number of 
universities, in response to Treasury's invitation to comment, have recommended 
that they be exempted from the application of sections 48, 53, 57 and 80 in the FMA. 
This is supported by Treasury. 

The universities receive a significant level of funding from the Commonwealth 
Government. At present, they are required to report to the Commonwealth in 
accordance with Australian Accounting Standards consistent with the financial 
statement guidelines issued by the Commonwealth Department of Education 
Employment and Workplace Relations (DEEWR) and adhere to their obligations 
under the FMA. Differences in the application of some accounting standards, 
previously necessitated the universities having to prepare two sets of financial 
statements, with both audited by the Western Australian Auditor General. To obviate 
this duplication, a Treasurer's instruction specific to the universities was issued 
aligning the financial statement presentation with the DEEWR guidelines. 

On balance, there are no persuasive reasons for public universities to continue to be 
subject to the FMA. Consistent with long standing practice, the application of the 
FMA to the universities could be replaced by a general requirement in their enabling 
legislation to prepare and table an annual report that includes financial statements 
prepared in accordance with Australian Accounting Standards. In addition, for the 
report to be audited by the Auditor General. This proposal was discussed at a 
meeting with representatives from each of the public universities and a 
representative from the Department of Education Services. The main issue of 
concern from the significant stakeholders related to the reporting of key performance 
indicators (KPls). It was noted that KPls are not a requirement under the 
Commonwealth legislation. It was suggested that if publication of KPls is desirable 
for universities, a suitable provision could be included in the annual reporting 
requirements in their own enabling legislation. 

14 



Reducing Regulation 

The representatives agreed that removing the universities from the purview of the 
FMA would minimise duplication and simplify their financial management regulatory 
environment. 

Recommendation 8: 

1. Remove the public universities in Western Australia from the purview of the 
FMA. 

2. That the requirements for universities to present their annual reports to 
Parliament and be subject to audit remain with these requirements included 
in each university's enabling legislation. 

Western Australian Building Management Authority 

The Western Australian Building Management Authority (WABMA) was established 
in 1994 as a body corporate that is governed by the Minister for Works under Part 1A 
of the Public Works Act 1902. The statute provides for the WABMA to administer a 
statutory account and therefore it is subject to the FMA and is listed as a statutory 
authority in Schedule 1 of the FMA. 

The WABMA was originally established as a borrowing authority to facilitate capital 
raising for public works at a time when States' borrowings were subject to Australian 
Loan Council restrictions. It has been utilised from time to time as a convenient 
mechanism for funding capital works, most recently in 1996 for the construction of 
the Peel Health Campus. It currently has no outstanding financial transactions but as 
it is designated as a statutory authority for the purposes of the FMA it is required to 
publish an annual report. 

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 . 

Recommendation 9: Abolish the Western Australian Building Management 
Authority and repeal the relevant provisions of the Public Works Act 1902. 

Key Performance Indicators 

Key performance indicators (KPls) are a significant component of the Western 
Australian Outcome Based Management (OBM) performance management 
framework. The OBM applies to all departments and statutory authorities subject to 
the FMA. KPls are used to measure effectiveness and effiCiency across an agency. 
As a mechanism for measuring and reporting agency performance, KPls are an 
important element of open and accountable government. 

Section 61 (1 )(b) of the FMA requires agencies to use KPls to report on their 
performance in their annual report . Four stakeholder submissions to the review 
provided comment about KPls. The consensus was that KPls are useful and 
required by agencies to maintain accountability for the funds that are appropriated to 
them to perform their functions. 
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One submission commented that KPls "offered an inside view into key business 
processes of an agency and how they are performing against benchmarks". 

All submissions provided comment on how KPls could be enhanced. It was 
proposed that an effective performance management mechanism may include some 
form of outcome indicator, target or rationale such as benchmarking 'best practice' 
against other similar agencies across the same or different jurisdictions. 

The Auditor General's submission made mention that "good performance information 
is a key element of the accountability and transparency that Parliament and the 
community expect" . A recommendation was made that "Government should 
consider if the current outcomes-based KPI approach should be reviewed to improve 
suitability for all agencies". 4 The Auditor General made comment that having the 
same KPI framework apply to all agencies regardless of size and capacity was a 
factor in as much as those agencies with limited resources were less likely to report 
good KPls. 

The Economic Audit Committee, in its October 2009 final report recommended that 
agencies whose purpose is primarily to offer a service of Policy, Planning and 
Research, where efficiency and effectiveness are difficult to measure, need to have 
some adjustments to their KPI requirements under the relevant Treasurer's 
instructions. They suggested in these cases, comparable analysis of agencies with 
similar roles may give a more meaningful and useful indication of outcomes. 

Other submissions made mention that while KPls are useful for most agencies, their 
usefulness for agencies where their core business or aspects of it made it difficult to 
identify clear and measureable outcomes was questionable. 

Recommendation 10: 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. 

4 Auditor General Report "Bevond Compliance: Reporling and managing KPls in the Public Sector' 
(Report 3 of 2012) . 
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Other Initiatives to Improve the Financial 
Management Framework 

A number of amendments to the legislative framework have been identified that will 
improve the operation and effectiveness of the FMA by removing uncertainty and 
anomalies and provide greater clarity to existing financial management policies and 
practices. 

Public Sector Bank Accounts 

Joint Bank Accounts 

Joint bank account arrangements entered into by the State with third parties for the 
construction and operation of assets and the delivery of services have become 
increasingly necessary to protect the State's interests, particularly with respect to 
high value, long-term contracts. 

Current legislation, including the FMA, does not accommodate the establishment of 
bank accounts that are to be operated jointly by agencies and a third party. 

Recommendation 11: Amend the FMA to enable the Treasurer to approve that 
an agency can establish and operate a bank account jointly with a third party. 

Investment of the Public Bank Account 

State money held in the Public Bank Account (PBA) is invested on behalf of the 
Treasurer by the Western Australian Treasury Corporation (WATC) under a service 
level agreement and in accordance with an investment policy approved by the 
Treasurer. This arrangement has held the State in good stead as evidenced by the 
State's investment being virtually immune to the effects of the Global Financial Crisis. 

The Western Australian Treasury Corporation Act 1986 (WATC Act) authorises the 
WATC to accept money from authorities for investment. Presently, it is unclear 
whether there is similar authority under the WATe Act to invest money on behalf of 
the Treasurer. 

Recommendation 12: Amend the Western Australian Treasury Corporation 
Act 1986 to remove any doubt that the WATe can accept money from the 
Treasurer for the purposes of investing the Public Bank Account. 
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Funds Management 

Treasurer's Advance Arrangements 

Section 27 of the FMA provides the mechanism for the Governor and the Treasurer 
to approve, respectively, an expenditure for which there is no existing appropriation 
(new item), or additional funding where an appropriation is insufficient 
(supplementary funding) to meet a financial obligation. 

Section 27(3) of the FMA states that expenditure for a new item or supplementary 
funding can only be made for 'extraordinary or unforeseen matters'. Uncertainty as 
to the precise meaning of this phrase has led to Members of Parliament and 
agencies seeking clarification from the State Solicitor's Office and Treasury. In 
addition, uncertainty of the precise meaning of these terms has been raised during 
debate on the supplementary Appropriation Bills where it was contended that some 
funding items did not sit comfortably within the commonly understood meaning of the 
terms. The terms 'extraordinary and unforeseen' were chosen during the drafting of 
the FMA to provide the broadest possible scope for accommodating supplementary 
funding and new items. 

It has been established that the phrase 'extraordinary and unforeseen matters' is not 
necessary to the effectual operation of section 27 and section 29. 

Recommendation 13: Amend sections 27 and 29 of the FMA by deleting the 
reference to 'extraordinary or unforeseen matters'. 

In addition, section 27(4) of the FMA requires that expenditures made under section 
27(1) and (2) must be provided for in an Appropriation Act in the next or subsequent 
financial year. 

A question has been posed as to whether the requirement to inform Parliament could 
be done through another means. It has been found that section 72 of the 
Constitution Act 1889 requires all charges to the Consolidated Account to be 
appropriated by statute and therefore there is no scope to amend section 27(4). 

Recommendation 14: The existing Treasurer's Advance arrangements are to 
remain in place. 

The intent of section 29 is to limit the total amount expended under the Treasurer's 
Advance (TA) arrangements to three per cent of the total amount appropriated for the 
previous financial year by the Appropriation Acts. 

Section 29 refers to the 'total amount' that may be authorised under the TA 
arrangements. In practice, due to underspending on some authorisations for various 
reasons, the amount that is authorised in a financial year may exceed the three per 
cent limit although total expenditure is held within the limit. 

Recommendation 15: Amend section 29 of the FMA so that the three per cent 
limit for Treasurer's Advances applies to the actual amounts expended rather 
than the total amount authorised. 
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Write-Offs 

Section 48 provides for accountable authorities, Ministers and the Governor to write 
off amounts in respect of public property, revenue and other debts subject to the 
monetary limits and any conditions prescribed by the Regulations. 

Write-offs in excess of $250,000 may be written off by a Minister with the prior 
approval of the Governor. In practice, the process is to first obtain the Minister's 
endorsement/approval before submitting the write-off to the Governor. There has 
been confusion around the requirement that having obtained the Governor's 
approval, whether it is necessary to resubmit the write-off to the Minister for formal 
approval. 

Recommendation 16: Amend section 48 of the FMA so that write-offs in 
excess of the prescribed amount can be written off by the Governor with the 
prior approval of the Minister. 

Payment of Interest on Public Moneys 

There have been a number of cases where it is appropriate that interest is to be paid 
on public moneys. Interest on public moneys, as distinct from statutory authority 
moneys and other moneys, cannot however, be paid directly from the Public Bank 
Account Interest Earning Account (PBAIEA) due to requirements prescribed by 
sections 37 and 38 of the FMA. The prevailing method requires payment of interest 
to be organised through a Treasury administered appropriation. This approach 
requires Treasury to estimate the amount of interest expected to be paid and has the 
disadvantage that supplementary funding must be obtained in the event that the 
appropriation proves insufficient. 

Recommendation 17: Amend section 38(7) of the FMA to allow the Treasurer 
to authorise the payment of interest on public money direct from the Public 
Bank Account Interest Earned Account. 

Functions and Responsibilities of Accountable Authorities 

Chief Finance Officer Appointments 

Section 57(1 )(a) requires an agency's accountable authority to designate an office, 
post or position as chief finance officer. It has been found that this may not provide 
for the outsourcing of the functions of a Chief Finance Officer to be provided from 
outside the agency where this practice may be more economical and practical for the 
agency. 

Recommendation 18: Amend section 57(1)(a) of the FMA to accommodate the 
situation where the chief finance officer function of an agency is outsourced to 
another agency. 
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Financial and Performance Reporting 

Tabling Requirements and Special Reports when there is a Dual Reporting 
Obligation 

Some statutory position holders have a dual reporting obligation where they are 
required as the accountable authority of an agency to prepare and table an annual 
report under the FMA and a general or special purpose report under their enabling 
legislation. 

A general provision is required in the FMA that would provide discretion for the 
statutory officer holder to discharge, where convenient, both reporting obligations 
through the annual report required by the FMA. 

Recommendation 19: Amend section 61 of the FMA to provide that when 
agencies that are under the FMA and their enabling legislation are to prepare 
an annual report or special report, that the dual obligation can be discharged 
through the annual report requirement under section 61 of the FMA. 

Reporting Requirements 

There were mixed views about the timing and frequency of financial reporting. One 
stakeholder remarked that more regular financial reporting may force a more regular 
flow of information about whether financial management systems are functioning 
effectively to senior management and responsible Ministers. Another stakeholder, 
however, was of the view that over-reporting can hamper transparency. It was 
suggested that agency reports should be as succinct as possible in order to ensure 
they are understandable and to reduce costs associated with preparation and audit. 
The "Commonwealth Financial Accountability Review Discussion Paper, was quoted 
as providing options to reduce red tape. 5 These options included, the introduction of 
a differential reporting framework (across both financial and performance reporting), 
use of the Tier 2 requirements for general purpose financial statement reporting as 
per Australian Accounting Standard 1053 and the use by smaller agencies of special 
purpose financial statements rather than general purpose financial statements. 

Recommendation 20: Treasury review the reporting requirements for all 
statutory authorities and departments and simplify requirements where 
possible. 

Mandatory Reporting of Non-compliance 

In a comment about the FMA, it was suggested that elements of transparency and 
accountability are absent in Western Australia compared to other states, including 
mandatory reporting of non-compliance with policies and standards. 

5 Commonwealth Financial Accountability Review Discussion Paper "Is Less More? Towards Better 
Commonwealth Performance." March 2012. 
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Treasury has considered the merits of including a similar provision and concluded 
that existing processes provide adequate mechanisms for the identification and 
scrutiny of non-compliance. These include the requirement for an effective internal 
audit, and the Office of the Auditor General process of reporting on control 
weaknesses through audit management letters and, where serious breaches occur, 
the issue of audit qualifications. 

Recommendation 21: The inclusion of a specific requirement in the FMA for 
mandatory reporting of instances of non-compliance with policies and 
standards by accountable authorities is not recommended as there are 
adequate alternative mechanisms for disclosure. 

Definition of 'subsidiary body' 

The Auditor General commented that the definition of 'subsidiary body' in section 60 
of the FMA may need review in light of changes in the definition of 'control' in 
Australian Accounting Standard AASB 10 Consolidated Financial Statements. 

Recent developments in accounting standards have amended the definition of 
'control ' in AASB 10, which may require a change to the definition of 'subsidiary 
body'. 

Recommendation 22: Ensure that the definition of 'subsidiary body' in the 
FMA is consistent with recent amendments to Australian Accounting Standard 
AASB 10 Consolidated Financial Statements. 

Annual reports by agencies - interpretation for section 60 and 61 FMA 

The review was advised that the meaning of the term 'by an instrument' in 
section 60(1)(a)(i) is unclear. 

Recommendation 23: Amend section 60(1 )(a)(i) of the FMA by deleting the 
words 'by an instrument' to provide clarity to the definition of 'affiliated body'. 

Consolidation of Annual Reports 

The issue was raised as to whether a Minister who has two or more agencies within 
his/her portfolio should be able to authorise the preparation of a combined annual 
report. 

Australian Accounting Standards prescribe that financial reporting is based on 
'control' , and accordingly departments' financial statements only reflect financial 
transactions in respect to bodies over which they exercise operational control. 
Additionally, the FMA is predicated on the accountable authority being responsible 
and accountable for the efficient and effective stewardship of the resources under 
their control. 

Therefore, while it is open to two or more agencies to prepare and table their annual 
reports as one publication it would not be practicable to consolidate their operations 
into the one report. 
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Recommendation 24: That the proposal to allow consolidation of agencies' 
annual reports not proceed. 

General Issues 

Minister to Report Decisions not to provide Certain Information about Agencies 

Section 82 of the FMA applies in circumstances where a Minister decides not to 
provide certain information about an agency. It then requires that he or she provide 
written notice to Parliament and the Auditor General (AG) of the reasons why. 

Receipt of the Minister's notice by the AG triggers section 24(2)(c) of the Auditor 
General Act 2006 (AG Act) that requires the AG to table an opinion in Parliament as 
to whether a decision by a Minister to not provide information to Parliament was 
'reasonable and appropriate' . 

Submissions were received that raised reservations regarding the scope of 
section 82. One submission contended that 'reasonable and appropriate' is not 
defined and therefore, does not provide the AG with a basis for forming an opinion. It 
was suggested that clarification was needed around this provision and the 
complementary AG Act provisions which are not well understood in practice. 

A further concern was that the provision does not adequately consider the situation of 
'confidential information' and the possibility that the AG, in discharging his/her duties, 
may inadvertently disclose to Parliament the information in question. 

Treasury obtained advice that section 82 does not impinge on the constitutional 
conventions of a Minister being accountable directly to Parliament. In addition, it 
allows Parliament to determine whether it will require the information in the face of a 
decision of a Minister not to provide information. It also leaves it to Parliament to 
determine whether it will hold a Minister in contempt if he or she refuses to comply 
with such an order. 

Recommendation 25: Amend section 82 of the FMA to limit its application to 
situations where the Minister declines to provide information on the basis of 
commercial confidentiality. 

In addition, in 2010, a Minister was asked a question in Parliament about a body 
corporate under his portfolio, who was a major stakeholder in a venture with a 
company under the Commonwealth Corporations Act 2001. The Minister tabled a 
notice in Parliament, declining to provide the information about the company in 
question on the grounds that it was commercial in confidence. It was noted that 
section 82 did not apply to subsidiary and related bodies established by the 
Corporations Law as they are not 'agencies' for the purposes of the FMA. 

Recommendation 26: Amend section 82 of the FMA to extend its scope to 
include subsidiary, related and affiliated bodies. 
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Act of Grace Payments over $250,000 

Section 80(2) of the FMA specifies that the Treasurer may authorise Act of Grace 
payments up to an amount prescribed by The Financial Management Regulations 
($250,000). Act of Grace payments that exceed the prescribed amount require the 
prior approval of the Governor. 

In practice, the process for amounts exceeding $250,000 is to first obtain the 
Treasurer's endorsement/approval before submitting the Act of Grace payment to the 
Governor. Having obtained the Governor's approval, there has been confusion 
around the requirement to resubmit the application to the Treasurer for formal 
approval. 

Recommendation 27: Amend section 80 of the FMA so that Act of Grace 
payments, in excess of the prescribed amount, can be approved by the 
Governor, with the prior approval of the Treasurer. 

Recommendation 28: Amend Treasurer's instruction 319 (2) to reflect the 
change to section 80 (Recommendation 27). 

Act of Grace Payments under $1,500 

Two submissions made comment that in the interests of cost effectiveness, the need 
to obtain Ministerial approval for small dollar values of Act of Grace payments should 
be reviewed. 

As there is no legal obligation to the making of Act of Grace payments and as there 
is potential for undesirable precedents to be set, it was considered that the current 
approval requirements should continue. 

Recommendation 29: 
1. Approval for minor Act of Grace Payments to remain though the Treasurer 

and the Governor. 
2. Treasury to examine whether the current Act of Grace administrative 

arrangements can be streamlined through the Treasurer's instructions. 

Alternate Tabling Provisions 

Section 83 of the FMA is intended to address the situation where a Minister has an 
obligation under the FMA to table a document and Parliament is not sitting at that 
time. 

Shortly after the introduction of the FMA, it became evident that the reference in 
section 83(1 )(a) to "If ... at the start of a period ... " makes the provision inoperable 
with respect to the tabling of agencies' annual reports if a House is not sitting towards 
the end of the prescribed period (currently 90 days). It also does not address the 
tabling of an annual report after the prescribed period has expired. 

The issue has been further exacerbated by the adoption of the wording in the FMA 
as a standard for alternative tabling provision in a number of later statutes, which 
consequently may also suffer from the same shortcoming as section 83. 
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Recommendation 30: Amend section 83 of the FMA and s imilarly affected 
statutory authorit ies' legislation to address the tabling of agencies' annual 
reports and special purpose reports when the House of Parliament is not 
sitting towards the end of the prescribed tabling period. 

Definition of 'Department' and 'Sub-Department' 

The Public Sector Commission suggested that for clarity and ease of understanding 
across agencies, the definition of 'department' and 'sub-department' in the FMA and 
the Public Sector Management Act 1994 (PS M Act) need to be more closely aligned. 

The review noted that the definitions of 'department', 'sub-department' and 'deemed 
department' warrant further consideration but considered that to ensure consistency 
this should be undertaken concurrently with the proposed review of the PSM Act. 

Recommendation 31: Review the definitions of 'department', 'sub-department' 
and 'deemed department' in the FMA and the Public Sector Management 
Act 1994 to ensure there is consistency between the two statutes. 

Out of Court Settlements 

The Auditor General made comment to the review that the FMA does not have a 
requirement for approval for out of court settlements similar to that applicable to act 
of grace payments. 

The review was advised that the circumstances relating to out of court settlements 
differs significantly from those applying to act of grace payments and that 
consequently a requirement for ministerial approval is not warranted. 

Recommendation 32: That the inclusion of a provision in the FMA requiring 
the Minister to approve out of court settlements not be adopted. 

Legal Aid Fund of Western Australia 

The Financial Administration and Audit Act 1985 established the Trust Fund which 
included statutory authorities' operating accounts and other accounts established by 
their enabling legislation. With the introduction of the FMA, provisions relating to 
trust accounts established by legislation were amended to reflect changes in 
terminology from accounts of the Trust Fund to special purpose accounts. 

Prior to the FMA a number of statutes employed the term 'Fund' when referencing 
statutory accounts. The usage of the term was interchangeable and was used in the 
context of establishing an account of the Trust Fund through which an agency's 
financial operations were conducted or as a Fund being a legal entity (fund entity) 
that comprises a range of investments and assets such as bank deposits, bonds, real 
estate etc. 
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Section 96 of the Financial Legislation Amendment and Repeal Act 2006 repealed 
section 52(1) of the Legal Aid Commission Act 1976 and replaced it with the current 
provision. This amendment replaced the Fund with a special purpose account of the 
same name. Section 58 of the Legal Aid Commission Act 1976 separately 
addresses the crediting of money to a special purpose account or a bank account. 
Section 52(2)(c) makes the distinction that money made available by the 
Commonwealth for the purposes of Part IXA does not form part of the Fund but is 
required to be paid into a separate account. When coupled with section 58, it 
appears that the intent of section 52(1) was the establishment of the Fund as an 
entity rather than an account of the Trust Fund. 

An amendment through a Statutes (Repeals and Minor Amendments) Bill was 
considered but not advanced as it was viewed as a policy change and therefore out 
of scope. 

Recommendation 33: Amend section 52(1) of the Legal Aid Commission 
Act 1976 to remove the reference to the Legal Aid Fund of Western Australia 
being a special purpose account and to reinstate it to the same standing that it 
had prior to the enactment of the Financial Legislation Amendment and Repeal 
Act 2006. 

Business Arrangements 

There is growing impetus to utilise Corporations Law vehicles, either as wholly 
owned subsidiaries or as joint ventures with the private sector or other government 
jurisdictions. Accordingly, provisions have been included in some legislation allowing 
the body corporate (statutory authority or the ministerial body corporate) to enter into 
business arrangements. Usually the scope of the business arrangement is limited by 
the legislation and requires some form of approval or oversight by the Minister with 
the Treasurer's prior approval. To date, individual requests for business 
arrangements have been examined by Treasury on a case by case basis. 

Over time variations have emerged in the business arrangement provisions in 
individual statutes. In view of the potential risk that business arrangements pose to 
the State's finances, existing provisions in statutory authorities' legislation should be 
amended, as opportunities arise, to bring consistency to business arrangements. 

In particular, an amendment is required to the Biosecurity and Agriculture 
Management Act 2007 so that research bodies that enter into company 
arrangements should not be excluded from the requirement to obtain the Treasurer's 
approval. 

Recommendation 34: Amend section 153 of the Biosecurity and Agriculture 
Management Act 2007 to ensure the Treasurer's approval is sought prior to 
research bodies entering into company arrangements. 
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Western Australian Agriculture Authority 

Legislation administered by a department may confer powers and functions on the 
Minister and chief executive officer (CEO) to set out clear lines of delineation in terms 
of their responsibilities and accountabilities. In some instances, the legislation 
establishes a body corporate as a convenient mechanism through which contractual 
arrangements can be entered into by the Minister (or in some cases the CEO), as the 
body corporate, rather than by a Minister of the Crown. 

Following a direction from the former Attorney General, the Hon Peter Foss 
(Dec 1995-Feb 2001), recent legislation provides that such bodies corporate should 
be administered by the Minister to reflect that responsibility for the discharge of the 
Crown's functions is with the Minister. The CEO of the department is responsible to 
the Minister. 

In the case of the Biosecurity and Agriculture Management Act 2007 (BAM Act), 
however, the functions normally assigned to the Minister and CEO were attached to 
the ministerial body corporate, the Western Australian Agriculture Authority (WAAA). 
This is a material departure from established practice and the provisions previously 
set out in the repealed Agriculture Act 1988 (Agriculture Act). The Agriculture Act 
specified the functions of the then Department of Agriculture and the Director 
General of Agriculture. The body corporate was administered by the Director 
General for the express purpose of enabling the Director General's powers under the 
Agriculture Act or any other written law to be exercised by the body corporate where 
it was convenient to do so. 

The amendment has created the perception that the functions of the WAAA are 
separate from the department instead of being a mechanism of the department with 
consequential complications not only for financial reporting purposes, but also for 
administrative purposes. It has blurred the lines with respect to the functions of the 
Department of Agriculture and Food Western Australia (DAFWA) and the WAAA, 
which has caused DAFWA to err on the conservative side by using the WAAA for 
routine contractual arrangements, including procurement. 

Advice suggests that there are no impediments to amending the BAM Act so that the 
WAAA is analogous to the body corporate, which was established by the Agriculture 
Act. It was advised that any amendments may require appropriate transitional 
provisions on the advice of the Parliamentary Counsel's Office. 

The intention of the amendment is to reassign to the Minister and CEO powers and 
functions currently residing with the WAAA, so that the WAAA is a mechanism for 
discharging the department's functions where a body corporate is more convenient 
for contractual purposes. The ministerial body corporate provisions in the BAM Act 
will then be in line with new provisions in the Fire and Emergency Services Act 1998, 
which removes any doubt that the ministerial body corporate is integral to the 
department and is not a separate legal entity for operational purposes. 

The DAFWA is supportive of this amendment as this would reduce their 
administrative burden and give certainty to the role of the Minister and the ministerial 
body corporate. 
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Recommendation 35: Amend the Biosecurity and Agriculture Management 
Act 2007 so that it specifies that the general powers and functions are to be 
performed by the Minister or the chief executive officer, rather than the 
Western Australian Agriculture Authority, in line with the approach adopted in 
the Fire and Emergency Services Act 1998. 

Transfer of Land Act 1893 

Section 126 of the Transfer of Land Act 1893 provides that when a mortgagor cannot 
be located the Treasurer may receive the moneys, issue a receipt, hold the moneys 
in a designated account and discharge the mortgage. There have been 11 such 
cases totalling around $77,000. The moneys are currently held in a special purpose 
account at Treasury and, as there is no time limit specified, the moneys could 
potentially be held indefinitely. 

To improve processes, it has been proposed that the Treasurer's role in this process 
should be removed from section 126. These moneys instead should be managed by 
the department administering the Act and, at the appropriate time, treated in 
accordance with the Unclaimed Money Act 1990 (UMA). A transitional provision is 
also necessary for the moneys already held by Treasury to be dealt with in 
accordance with the UMA. 

Recommendation 36: Amend section 126 of the Transfer of Land Act 1893 to 
remove the Treasurer's role when a mortgagor cannot be located and to ensure 
the moneys are managed by the department administering the Transfer of Land 
Act 1893. In addition, any unclaimed moneys to be managed under the 
Unclaimed Money Act 1990. 
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Conclusion 

The overarching objectives of the FMA are to provide for "the management, 
administration and reporting of the public finances of the State, and for related 
purposes".6 Responsible governance and effective delivery of government services 
is predicated on a sound financial management framework. The FMA complemented 
by the AG Act and statutory authorities' enabling legislation provides the regulatory 
framework to promote the responsible administration of public funds. 

The TI and Regulations provide direction and guidance for the collection, custody 
and expenditure of public finances, preparation of annual reports and consistency in 
financial statement presentation. 

Stakeholder commitment to this review has been vital. Stakeholder participation 
through workshops, meetings and submissions has provided a comprehensive and 
constructive overview of the operation and effectiveness of the FMA during the five 
years since its introduction. Submissions to the review, received from key 
stakeholders were positive, showed an active engagement in the use of the FMA and 
provided constructive comments on how the FMA could be improved. 

The review of the FMA required by section 85 has confirmed that there is an 
unequivocal need for the FMA to continue. The large proportion of changes that 
have been recommended relate to removing unintended consequences identified in 
the operation of the FMA and to strengthening existing practices. The 
implementation of the recommendations will significantly enhance control and 
accountability over the management of public finances and will provide a sound 
financial framework for agencies to deliver efficient and effective services. 

6 Ibid. 2, p. 1. 
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Financial Reform Consultative Committee (FRCC) Members 
(as at August 201 2) 

Name Department Title 

Mick Jolob (Chair) Department of Treasury Director Financial Policy 

Alan Andersson Department of the Attorney General Director of Business and 
Financial Services 

Colin Murphy Office of the Auditor General Auditor General 

Thu Lang Vo Department of Fisheries Chief Finance Officer 

David Goodwin Department of Commerce Chief Finance Officer 

Fauziah Antonio Department for Child Protection Director Finance 

Frank Fortuna Fire and Emergency Services Authority Financial Services 
ofWA 

Gary Meyers Disability Services Commission Chief Finance Officer 

Jeremy Hawke Department of Mines and Petroleum Chief Financial Officer 

John Byrne Department of Environment and Director of Corporate 
Conservation Services Division 

Malcolm Davey Public Sector Commission Chief Financial Officer 

Mick de Mamiel Police Services Director of Finance 

Kerry Spencer Department of Education Director Financial Services 

Murray Smith Landgate Chief Finance Officer 

Graeme Doyle Department of Transport Chief Finance Officer 

Carl Coli Department of Water Program Manager Financial 
Planning and Analysis 

Peter Pride Department of the Premier and Cabinet Chief Finance Officer 

Kevin Wilson Department of Planning Chief Finance Officer 

Linda Kut Forest Products Commission Chief Finance Officer 

Joe Murgia Department of Agriculture and Food Director of Finance 

Ryan Fernie Department of Training and Workforce AlDirector Finance 
Development 

Satvinder Sekhon Department of Culture and the Arts Chief Finance Officer 

Rob Henry Department of Health (Health Corporate Chief Finance Officer 
Network) 

Wayne Millen Department of Health Manager Financial Service 

29 



Review of the Financial Management Act (2006) 

Appendix B 

Stakeholder Consultation 

Written submissions were received from the following stakeholders: 

• Western Australian Treasury Corporation 

• State Solicitor's Office 

• Landgate 

• Legislative Council 

• Department for Child Protection 

• Murdoch University 

• Edith Cowan University 

• Department of Health 

• Curtin University 

• Department of Culture and the Arts 

• Department of Education 

• Public Sector Commission (Chief Finance Officer) 

• Office of the Auditor General 

• Public Sector Commission (Commissioner) 

• Public Accounts Committee 

• Standing Committee on Estimates and Financial Operations 
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Phone consultation took place with the following stakeholders: 

• Department of Agriculture and Food 

• Department of Environment and Conservation 

• Metropolitan Redevelopment Authority 

• Department of the Attorney General 

• Water Corporation 

• Western Australian Land Authority 

• Housing Authority 

• Western Australian Treasury Corporation 

• Parliamentary Counsel's Office 

• Department of Finance (State Fleet) 
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Appendix C 

Summary of Submission Comments 

Whom Position Where from Comment(s) 

Stephen Director, WA Treasury WATC recommends that section 39 FMA be 
Morhall Client Corporation amended to include WATC as an authorised 

Services (WATC) investment without the requirement to seek 
Treasurer's direction. 

Seeking amendment to clause 5 (1) and 5(3)(b). 

Paul State Solicitor State WA is one of only two states that do not 
Evans Solicitor's explicitly regulate expenditure decisions 

Office through the FMA. 

Control processes for the payment of 
expenditures which have been incurred are not 
infinitely sub-delegable under the FMA. 

WA does not explicitly legislate the entering into 
financial commitments. Noted that almost every 
other state has some form of mandated 
framework for internal regulation of this aspect 
of expenditure. 

WA at present lacks controls on who may 
appoint certification officers. It is noted that 
whilst the Treasury instructions suggest that a 
chief executive officer (CEO) might authorize 
the Chief Finance Officer to make such 
appointments, there is no limit in terms of 
seniority or qualifications of a person the CEO 
may authorise to make such appointments. 

Elements of transparency and accountability 
absent in WA compared to other states include 
mandatory reporting of non-compliance with 
policies and standards and monthly, quarterly or 
half-yearly financial reporting. It is noted that 
more frequent financial reporting in WA could 
force a more regular flow of information about 
whether financial management systems are 
functioning effectively to senior management 
and responsible Ministers. 

Kareena Senior Landgate Does not have any comments with regard to the 
Leveiro Finance FMA. 

Officer 
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Whom Position Where from Comment(s) 

Malcolm Clerk of the Legislative Implication of section 82 FMA with respect to 
Peacock Legislative Council parliamentary privi lege and the intended object 

Council of the section in the FMA. 

Meaning of section 82 FMA is unclear: 

Section 81 and 82 of the FMA are procedural 
matters and form part of the procedures of 
Parliament. Parliament should be cautious 
including such provisions in legislation. They 
blur lines of separation between Parliament, 
Executive and the Judiciary. 

FMA should be read down to be consistent with 
the Standing Orders of each House and the law 
and customs of the Parliament. 

Section 82 FMA differs from recommendation of 
the Commission on Government 1995-1996. 

Section 82 FMA has the potential to weaken 
constitutional conventions by the Parliament 
being 'Statutorily denied access to information.' 

There is no requirement for the Auditor General 
(AG) to report sooner than 12 months if there is 
a reason to withhold information. 

If the AG determines that it is not reasonable to 
withhold information from Parliament, then there 
is no process for that information to be 
released. 

No definition of 'commercially confidential' in the 
FMA. Parliament should set the rules for 
defining 'commercially confidential' within the 
FMA on which the AG should make the 
assessment. 

The section 82 FMA provision is in part a 
duplication of the process if applied to 
questions on notice. 

Section 82 FMA should be repealed or 
amended to reflect the intent of the 
recommendations of the Commission on 
Government. 

Fauziah Director Department Timing of submission of Annual Financial 
Antonio Finance of Child Statements and Key Performance Indicators 

Protection (KPls) to the AG. 

Limited ability to write-off debt between 
government agencies (Write-offs in TI 807) . 

Clearer definition of an Act of Grace payment in 
T1319. 
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Whom Position Where from Comment(s) 

Michael Chief Murdoch Seek exemption from section 80 FMA Act of 
Conry Financial University Grace payments. Reasons for exemption: 

Controller Section 80 FMA provides the mechanism for 
Bradley Chief Edith Cowan approval by the Treasurer but does not 
Francis Financial University specifically require universities to apply to the 

Controller Treasurer for approval. 

Universities are not required to comply with Act 
of Grace payments in TI 319. 

Rob NChief Department Timing of Commonwealth revenue - often at 
Henry Finance of Health odds when it is operationally required. 

Officer Appropriate treatment of program carryovers, 
particularly in relation to Commonwealth 
programs. 

Restricted cash definition. 

Remuneration to senior officers. 

David Chief Curtin Many sections of the FMA are not relevant to 
Menarry Financial University universities whether specifically excluded by the 

Officer relevant enabling legislation, specifically 
excluded by the FMA itself, or implicitly 
excluded through practice. 

Request to be excluded from section 15 Act OR 
seeking Treasury support to change section 
22(4)(a) of the Curtin Act to include phrase from 
section 15 Act. 

Sections 17, 20, 21 and 36 of the FMA are not 
relevant as universities do not operate special 
purpose accounts. 

Satvinder NChief Department Advised that the Department of Culture and the 
Sekhon Financial of Culture Arts will not be providing a submission. 

Officer and the Arts 

Brett Deputy Chief Department Section 48 FMA CFO should be given the 
Roach Finance of Education authority to write off property and debts with a 

Officer value of up to $10000. 

Section 57 FMA CFO should be given the 
authority to appoint incurring and certifying 
officers as well as determining the payment 
record. 

TI 319: Legislation should allow agencies to 
approve small Act of Grace payments of $1500 
and under. 

TI 206: The frequency of banking should be left 
to individual departments to determine. 

TI 321 : Allow or disallow the use of store cards. 

TI 322 and TI 826: The use of debit cards is 
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prohibited. The use of travel cards should be 
allowed for overseas travel. 

TI 410: Higher capitalisation thresholds should 
be provided for buildings. 

T1808: Resource agreements do not recognise 
that the financial targets, notably the endorsed 
expense limit changes throughout the year. 
Some sort of disclaimer to the financial targets 
in the Resource Agreement such as revisions 
are allowed to the financial targets as decided 
by the Economic Expenditure Reform 
Committee. 

Amanda Chief Finance Public Sector General comment that Act and Tls are very 
Alderson Officer Commission prescriptive. 

Whether information technology could upgrade 
the formatting of the information presented in 
the model statements. 

David Chief Curtin Curtin University supports the proposal to 
Menarry Financial University exclude the Western Australian public 

Officer universities from the requirements of the FMA. 

It was noted that the requirements for an annual 
report and audit of universities will be retained. 

Colin Auditor Office of the AG Act and FMA should be synchronised . 
Murphy General Auditor Joint Standing Committee on Audit (JSCOA). 

General The Houses of Parliament to form the JSCOA -
through equal number of members appointed 
by each House. 

JSCOA to conduct the review of the AG Act-
JSCOA to appoint a suitably qualified person to 
conduct the review. 

JSCOA has not been formed as yet 
(Subsequent to this submission action to form 
the JSCOA has occurred). 

JSCOA role in Act review - is to consider the 
FMA review report and table its own report in 
Parliament. 

Asked that Treasury consider action that can be 
taken to ensure that the full reviews of both Acts 
take place and that the Acts remain 
synchronised. 

Agencies reporting and audit requirements. 

Treasury could consider options to reduce 
reporting: 

Introduction of differential reporting structure. 
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Tier 2 requirements for general purpose 
financial reporting as per AASB 1053 where 
possible. 

Smaller agencies use of special purpose 
statements rather than general purpose 
financial statements. 

Annual reports. 

Instances where an agency's operations are 
dormant and agency is still required to submit 
an annual report. Consider dispensing of this 
requirement. 

Key Performance Indicators. 

The one size fits all agencies of the outcomes 
based and compulsory KPI framework might no 
longer be the most effective way for all 
agencies to report on their performance. 

Joint ventures and non appointment of AG as 
Auditor. 

Growing number of joint ventures within the 
public sector subject to 'joint control' whose 
financial statements are not required to be 
audited by the AG. 

Consider reviewing definition of 'subsidiary 
body' in section 60 Act - given changes in the 
definitions of control in AASB 10. 

Three elements of control include power over 
the investee, exposure, or rights to variable 
returns from involvement with the investee and 
the ability to use power over the investee to 
affect the amount of the investor's returns. 

Section 82 FMA notice to the AG. 

Should section 82 FMA be more limited in 
application? 

Misunderstanding amongst Ministers of 
Parliament about the role of AG. 

In explaining whether a decision by a Minister 
not to provide information to Parliament is 
reasonable and appropriate requires the AG to 
explain, thus disclosing what the Minister does 
not want to disclose to Parliament. Argument 
that this constrains the independence of the 
AG. 

Act of Grace payments and Out of Court 
settlements. 

Need to obtain ministerial approval for small 
dollar value may warrant review for cost 

36 



Appendix C 

Whom Position Where from Comment(s) 

effectiveness. 

FMA currently does not have a requirement for 
ministerial approval for out of court settlements 
which can be significant in value. 

Fiona Acting Public Public Sector Definitions of 'department' and 'sub-department' 
Roche Sector Commission between Public Sector Management Act and 

Commissioner FMA could be more closely aligned. 

Clarification of TI 903 & TI 502. 

Statutory authorities. 

Min isterial power to direct (Section 81 Act) . 

Tabling of Ministerial directions. 

Access to information. 

Protection from liability when complying with a 
Ministerial direction. 

Hon. Chair Public Extract from Report No. 17 Key Performance 
John Accounts Indicators. 
Kobelke Committee KPls remain a useful and important tool for 
MLA reporting on agency performance. 

KPI usefulness is limited by a number of 
factors: 

Poor agency understanding of what should be 
measured . 

Inconsistent approaches to measurement. 

A one size fits all approach in the development 
of KPls fails to take account of the unique 
requirements of each agency. Critical factors 
are agency size and varying nature of agency 
business. 

Many agencies confuse outcomes for outputs 
and often the distinction between outputs and 
outcomes for some agencies can become 
blurred. 

Consideration should be given to re-
establishing the Outcomes Structure Review 
Group to review proposed new and changed 
KPls and recommend their approval to 
Treasury. 

Hon. Giz Chair Standing Key Performance Indicators: 
Watson Committee Consultation could occur between agencies and 
MLC on Estimates the two finance committees of each house 

and Financial regarding establishment and interpretation of 
Operations KPls. 

KPls must be relevant to the day to day 
operations of the agency. 
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More frequent KPI reporting would enable 
better assessments of agency performance. 

KPls to continue to be audited. 

There needs to be a proposed strategy to 
improve performance when performance is 
below target or benchmarks. 

Customer satisfaction assessments from key 
stakeholders may improve agency KPls. 
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FMA Review Issues 

Should the FMA be Retained? 

I-Recommendation I Issue 

1 Retain the FMA 

Significant Reforms - Key Initiatives to Improve the Operation and 
Effectiveness of the FMA 

Recommendation Issue 

2 and 3 Expense Limits 

4 and 5 Control and Authorisation of Major Expenditure 

6 Delegations and Authorisations Framework 

7 Notice of Financial Difficulty 

Reducing Regulation 

Recommendation Issue 

8 Public Universities in Western Australia and the FMA 

9 Western Australian Building Management Authority 

10 Key Performance Indicators 

Other Initiatives to Improve the Financial Management Framework 

Public Sector Bank Accounts 

Recommendation Issue 

11 Joint Bank Accounts 

12 Investment of the Public Bank Account 

Funds Management 

Recommendation Issue 

13,14 and 15 Treasurers Advance Arrangements 

16 Write-Offs 

17 Payment of Interest on Public Moneys 
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Functions and Responsibilities of Accountable Authorities 

Recommendation Issue 

18 Chief Finance Officer Appointments 

Financial and Performance Reporting 

Recommendation Issue 

19 Tabling Requirements and Special Reports when there is a Dual 
Reporting Obligation 

20 Reporting Requirements 

21 Mandatory Reporting of Non-Compliance 

22 Definition of 'Subsidiary Body' 

23 Annual Reports by Agencies - Interpretation for sections 60 and 61 

24 Consolidation of Annual Reports 

General Issues 

Recommendation Issue 

25 and 26 Minister to Report Decisions not to provide Certain Information about 
Agencies 

27 and 28 Act of Grace Payments over $250,000 

29 Act of Grace Payments under $1,500 

30 Alternate Tabling Provisions 

31 Definition of 'Department' and 'Sub-Department' 

32 Out of Court Settlements 

33 Legal Aid Fund of Western Australia 

34 Business Arrangements 

35 Western Australian Agriculture Authority 

36 Transfer of Land Act 1893 
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Treasurer's Instructions and the Financial Management 
Regulations 2007 Issues 

Issue Recommendation 

Chief Finance Officer Qualifications 

TI 824 'Qualifications of Chief Finance Officer', is Retain the current TI arrangements, but 
responsible for the functions described in section consider giving permanent exemptions 
57 of the FMA. Since its introduction, it has been to certain agencies for the position. 
found that in some circumstances, agencies are 
sometimes unable to attract an applicant that is 
'suitably qualified' necessitating the granting of 
exemptions. 

The current process for exemption is time 
consuming, requiring approval by the Treasurer, 
often in circumstances where there is no other 
option available to the agency. 

Appropriations 

Public sector appropriations may be in the form A TI to be developed to provide clarity in 
of recurrent, capital, controlled and administered. respect to appropriations, the purposes 
There is a need for government to have greater to which they may be applied and the 
control of the purposes for which appropriations processes to be followed throughout the 
are used and processes to be followed. budget year. 

Holding Account (HA) 

The HA was established so agencies could Develop guidelines for agencies through 
progressively contribute to a fund so that as the a TI. HA balances are to be credited to 
balances got larger, they would be able to fund the agencies' operating account and 
the replacement of their assets. It has been then repaid to the Consolidated Account. 
found that the HA is not delivering its intended 
outcomes. Section 26(3) FMA precludes 
agencies' HA balance being taken directly to the 
Consolidated Account. 

Debt Write-off 

Limited ability to write-off debt between Develop guidelines for agencies through 
government agencies - TI 807 a TI. 
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Statutory Authorities' Enabling Legislation Issues 

Issue Recommendation 

The Centralisation of Statutory Authorities' Consider developing amendments to 
Appropriations through a Coordinating statutory authorities' financial provisions to 
Department remove any impediment that would limit 

Government's capacity to appropriate 
money to fund their operations through a 
central administering agency. 

Body Corporate Provisions Fire and Emergency Services (FES) 
Amendment Bill 2012 --provides that 
ministerial body corporate is integral to the 
department and is not a separate legal 
entity for operational purposes. Seek 
Cabinet endorsement to the adoption of the 
FES body corporate provisions as a future 
model for these types of arrangements. 

Statutory Power to the Making of Gifts Statutory authorities have the power to 
make a gift if the gift has the necessary 
connection to the due performance of the 
particular authority's statutory functions. 
That the current legislative arrangements 
continue. 

Ability for Agencies to Extend Credit The power to extend credit implicitly exists 
within the general provisions of statutory 
authority legislation. 

Treatment of Fines, Penalties and Treasury to assess and amend where 
Infringement Notice Revenue necessary, statutory authorities' legislation 

to ensure that fines, penalties and 
infringement notice revenue is credited to 
the Consolidated Account. 

Ministerial Directions - Power of Minister Provisions in legislation for a Minister to 
to Direct an Agency direct an agency should be provided on a 

case by case basis in consultation with 
Treasury, Department of the Premier and 
Cabinet and the Public Sector Commission. 

Operation of the Loan Acts Loan Acts to remain . 
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Treasurer's Borrowing Guarantees in That the guarantee provisions in existing 
Legislation legislation be retained . For future statutory 

authorities' legislation, the issue is to be 
explored in consultation with WATC. 

Protection from Liability 

PSC suggested that protection from liability The inclusion of a protection from liability 
for authorities when complying with a provision in enabling legislation to be 
ministerial direction would be capable of a provided on a case by case basis. 
standardized provision in enabling legislation . 

Access to Information 

A standardised clause relating to Ministerial Existing provisions in statutory authorities' 
access to information is not considered legislation to be amended where 
appropriate to all statutory authorities. practicable. 

43 



Review of the Financial Management Act (2006) 

Appendix G 

Issues Outside the Scope of the FMA 

Issue Recommendation 

Hypothecated Revenue 

A number of statutes enable revenues to be Seek Cabinet's agreement to the 
hypothecated to agencies, thus placing general principle that the hypothecation 
significant revenue at the disposal of Ministers of revenue by way of a standing 
and statutory bodies to distribute these funds appropriation should only be established 
within broad guidelines. with the prior approval of Cabinet. 

Current arrangements to continue. 

Financial Administration and Audit (Net New Determination will supersede the 
Appropriations) Determination 2003 Financial Administration and Audit (Net 

Appropriations) Determination 2003. 

Bank Guarantees and Performance Bonds That Government Enterprises Division 
between Government Entities and Financial Policy to develop a policy 

to ensure a guarantee fee may be paid 
to the Consolidated Account. 

27th Pay A Treasury working group has been 
established to produce guidelines 
surrounding the 27th Pay. 

Business Planning Documents (BPD) 

To consider whether standard provisions can be Timing of submission of BPD should be 
developed that would ensure consistency in determined by the Treasurer and 
agencies' preparation of business planning specified in the Regulations. 
documents. 

BPD should be approved by the Minister 
with the prior written approval of the 
Treasurer. 

For budget dependent statutory 
authorities, the requirement to prepare 
BPD should be specified in enabling 
legislation, but the details as to content 
and timing to be set out in the 
Regulations. 
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Joint Ventures 

There are a growing number of jOint ventures That the issue be dealt with on a case by 
within the public sector subject to joint control case basis. 
whose financial statements are not required to be 
audited by the Auditor General. 
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