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FINANCIAL LEGISLATION AMENDMENT BILL 2020 
Second Reading 

Resumed from 18 March. 
Question put and passed. 
Bill read a second time. 
Leave denied to proceed forthwith to third reading. 

Consideration in Detail 
Clauses 1 to 12 put and passed. 
Clause 13: Part 3 Division 7 inserted — 
Mr D.C. NALDER: Clause 13 is about financial difficulty. How will financial difficulty be measured because 
that does not appear to have been defined at all? Does there need to be some clarification in this space to understand 
how this will be applied? 
Mr B.S. WYATT: That is a good question. Financial difficulty, or insolvency, is when an agency is faced with 
a situation that impacts its ability to meet its financial obligations as and when they become due and payable. I suspect 
that the member will be familiar with that definition from his previous role. When this occurs, an agency must 
consider whether there are reasonable grounds to suspect that the agency is insolvent or has become insolvent as 
a result of incurring new expenditure debt. Again, the member will be familiar with some of this from his role in the 
banking sector. Assessing solvency can be a complex task, requiring consideration of the circumstances affecting 
the agency; the financial strength of the agency, including the level of government funding, the level of own-source 
income—for example, user charges’ revenue from rendering service, liquidity and projected losses. At common 
law there are two tests to measure solvency: cashflow assessment, which is the commercial solvency test that involves 
an assessment of the ratio of current assets to current liabilities; or balance sheet solvency, or financial solvency—
that is, the net assets of the agency to the amount owing to the creditors to determine financial sustainability into 
the future. Insolvent trading provisions of the commonwealth Corporations Act do not apply to statutory supports 
established under state statute, as they are not corporations for the purpose of that act. Unsurprisingly, the area that 
I have found in which agencies have perhaps got into difficulty and not understood business is not so much the 
level of government funding—that is clear at each budget round—but it is usually around projected losses or their 
own source revenue; to be honest, simply being misguided about how they assume those revenue sources grow. 
Mr D.C. Nalder: Growth assumptions. 
Mr B.S. WYATT: That is correct. 
Clause put and passed. 
Clause 14: Section 53 amended — 
Mr D.C. NALDER: I cannot see anything specific on what financial targets need to be met. I seek clarity on that. 
Mr B.S. WYATT: That, again, is a good question. It is deliberately not defined, because they will effectively fall 
out from agreement been the minister, Treasurer and agency—the accountable authority. 
Mr D.C. Nalder interjected. 
Mr B.S. WYATT: That is correct, but all of them will not be identical; some agencies will have different financial 
targets than others. However, those targets will be set out and agreed to in the resource agreements between the 
Treasurer, the minister and the agency. They are not set out in the legislation. It is not stipulated specifically because 
there has to be flexibility in different agencies. 
Mr D.C. NALDER: Can I also seek clarity around the definition of “resource agreements” because it is mentioned. 
Are resource agreements financial agreements or salary agreements or something along those lines? What is the 
definition of “resource agreements”? That is what is being referred to here and I want to make sure that we are 
clear on that also. 
Mr B.S. WYATT: The legislative framework for resource agreements is currently prescribed in sections 41 to 46 
of the Financial Management Act. A resource agreement is the extract of the agency information in support of the 
estimates—otherwise known as budget paper No 2—and is prepared as part of the budget process. A resource agreement 
is a record of the obligations of the accountable authority, the minister and Treasurer, for the budget year including 
operating with the approved expense limit and meeting financial targets such as working cash limits, salary expense 
level and total equity. The amendments tighten up that resource agreement and the obligations. That is the point of it. 
Clause put and passed. 
Clauses 15 and 16 put and passed. 
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Clause 17: Section 85 amended — 
Mr D.C. NALDER: This clause is quite simple. I know that it is a statutory change so a review of the act occurs 
every 10 years and not every five years. I would like to know the justification behind this change. 
Mr B.S. Wyatt: Moving from five to 10? 
Mr D.C. NALDER: Yes. I do not have a problem with this, and it is probably the right thing to do from a statutory 
perspective. But, in my understanding, it will not stop the minister from undertaking their own ordinary review at 
any one time. That is my understanding. I just want clarification on that. 
Mr B.S. WYATT: That is exactly right. The member effectively has answered his own question. However, we also 
found that the review in 2012 did not lead to legislative change. I made the point yesterday that Parliament has limited 
time, so these sorts of changes rarely get their time in the sun. Therefore, we have effectively ended up with 
a 10-year review in any event. That is why the proposal now to move to 10 years is more likely to get parliamentary 
time once a decade than once every term, which is what we are looking at. Having said that, ministers of the day can 
conduct their own reviews and, to be honest, can do broader reviews than the FMA stipulates anyway. Section 85 is 
quite limited in any event, based on two questions: do we still need the act and how can we make it more effective? 
Clause put and passed. 
Clauses 18 to 23 put and passed. 
Title put and passed. 
Leave granted to proceed forthwith to third reading. 

Third Reading 

MR B.S. WYATT (Victoria Park — Treasurer) [11.19 am]: I move — 

That the bill be now read a third time. 

I thank all members of the opposition, the member for Bateman in particular, for their support for the passage of 
this bill. I made the point in the second reading debate that the opportunities to make these amendments are few 
and far between, mainly when we can find some parliamentary space. I also thank all those members of Treasury 
and Finance who were part of the work on both the 2012 review and the 2017 review for getting us to this place. 

Question put and passed. 

Bill read a third time and transmitted to the Council. 
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