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PUBLIC ACCOUNTS COMMITTEE 
Third Report - Review of the Financial Management Bill 2005 and the Auditor General Bill 2005 

MR J.R. QUIGLEY (Mindarie) [10.15 am]:  I present for tabling the third report of the Public Accounts 
Committee, entitled “Review of the Financial Management Bill 2005 and the Auditor General Bill 2005”.  

[See papers 1395 and 1396.] 

Mr J.R. QUIGLEY:  This report is the result of the committee’s review of the Financial Management Bill 2005 
and the Auditor General Bill 2005, which were referred to this committee by the Treasurer, Hon Eric Ripper, in 
November 2005.  One of the key roles of the Public Accounts Committee is to assess the efficiency and 
effectiveness of government financial management.  These bills aim to replace the Financial Administration and 
Audit Act 1985, which is the primary legislative basis for the management of public moneys in this state.  As 
such, the committee believes this review to be appropriate to its terms of reference.    

The committee had already embarked on an inquiry, of which we advised the chamber, into the possibility of 
involving the Auditor General in the auditing of local government.  That inquiry was suspended to prioritise this 
inquiry into the two green bills, so that they could be considered by Parliament before the end of the current 
financial year.  We received the bills in November.  There were staff resignations in November, and the 
retirement from the committee of the members for Peel and Bassendean, who had to be replaced.  The period of 
consideration largely occupied January and February.  As chairman, I am particularly grateful for the input from 
the members who remained during that period, especially the members for Capel and Stirling, both of whom are 
from the country and travelled regularly to Perth during the summer recess to attend to this inquiry as a matter of 
urgency.  I am grateful to the opposition members for that.  A measure of the bipartisanship of this inquiry is that 
I was often the sole government member of the committee, with two opposition members.  It did not matter, 
because these two bills are not driven by ideology but are machinery of government bills.  Members of the 
committee were very keen to carefully scrutinise the bills and to ensure that the levels of scrutiny about to be put 
before this chamber were appropriate.  

In undertaking this review, the committee looked mainly at whether the bills enhanced accountability for 
financial management practices and outcomes in the Western Australian public sector, and adequately reflected 
the current government accounting environment.  Issues covered in the report include new or amended powers in 
the bills and other matters raised in submissions to the committee.  The committee concluded that the legislation 
provides a platform for sound financial management and should significantly enhance accountability in this area.  
At the same time, the committee has recommended some relatively minor amendments and has also flagged its 
intention to monitor a number of the changes, at least until they are bedded down. 

The Financial Management Bill will apply to all 32 departments in the public sector and 115 statutory 
authorities.  It will not apply to 12 corporatised entities, which operate on a commercial basis and are covered by 
their own enabling legislation; seven trade and regulatory bodies, which are funded by their own members and 
logically operate outside the Financial Management Bill; and several hundred relatively small boards and 
committees, many of which are indirectly covered because they operate under the umbrella of a department.  

The committee considered this broad arrangement was appropriate but looked in detail at three related issues, 
one of which concerned the corporatised entities.  Clause 82 of the Financial Management Bill will require 
ministers to tell Parliament in a timely way - within 14 days in fact - about the existence of potentially significant 
confidential information about an agency.  The ministers will not have to divulge the information itself to 
Parliament - an obvious safeguard to protect the information’s confidentiality - but they will have to give the 
Auditor General access to it, to allow an independent assessment of the information and report any concerns the 
Auditor General has to Parliament via the Public Accounts Committee.  The committee believes clause 82 has 
the potential to significantly enhance Parliament’s timely access to information about the public sector, but, for 
the reasons mentioned a moment ago, clause 82 will not apply to corporatised entities.  The committee was 
unable to find any similar requirement covering the corporatised entities and, given the significance of these 
entities to Western Australia’s economy, the committee believes and has recommended that the government 
should consider introducing into the legislation provisions similar to those in clause 82 to cover these entities. 

The committee also examined in some detail the use of discretionary budget mechanisms.  These mechanisms 
enable the government of the day to reallocate and augment existing parliamentary appropriations as 
circumstances require, without express parliamentary approval.  The list includes transfers between items of 
appropriation, Treasurer’s advances for extraordinary or unforeseen matters, and temporary financing for works 
and services.  All, with the exception of transfers between appropriation items, increase the financial resources 
lawfully available to the government to spend money in any one year.  Accountability is achieved through 
various, mainly annual, reporting requirements.  As part of its review, the committee examined the adequacy of 
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these reporting requirements.  Our starting point was the recognition that transparency relating to the use of these 
mechanisms is critical to Parliament’s role in holding government to account for its management of public 
finances.  The committee found that the current reporting requirements provide significant transparency, but 
mainly on an annual basis within the context of the budget papers, and sometimes only at an individual agency 
level.  The committee believes that the government should consider providing more timely, separate whole-of-
government disclosure of significant transactions.  However, we do not propose any amendment to the Financial 
Management Bill in this respect.  

The Treasurer’s advance is a significant mechanism in its own right.  State budgets are best estimates of revenue 
and expenditure based on expected conditions over a future period.  The Treasurer’s advance is there to handle 
extraordinary or unforeseen matters.  The Treasurer is currently required to introduce a Treasurer’s advance 
authorisation bill each year to get Parliament’s approval to spend up to a stated dollar limit for such matters.  The 
current limit is $300 million.  The Financial Management Bill will remove this requirement and replace it with 
an automatic approval to spend up to three per cent of the total amount appropriated for the previous financial 
year in the budget bills.  Based on the current budget bills, that is about $300 million.  However, parliamentary 
approval will be necessary if that expenditure exceeds three per cent.  

The Treasurer has several powers to help manage the state’s finances; for instance, the Treasurer can authorise 
agencies to open accounts outside the public bank account and approve the overdrawing of accounts.  The 
Financial Management Bill retains these powers, largely unchanged, with two exceptions. The bill expands the 
power to invest the state’s cash balances.  Under the Financial Administration and Audit Act, the Treasurer can 
invest only in cash, bank deposits, bills and bonds.  The bills must be bank-backed and the bonds, government or 
semi-government instruments backed by a guarantee.  Under the new Financial Management Bill the Treasurer 
will be able to invest in any form of investment allowed under the Trustees Act 1962.  The Department of 
Treasury and Finance advised us that it intended to maintain the low-risk profile of cash-balance investments by 
allowing investment only in debt securities of corporations with a credit rating from a recognised credit rating 
agency, such as Standard and Poor’s, of an A rating or better.  The committee endorses this conservative 
approach in this area and will monitor the use of the expanded investment power to ensure its successful 
implementation. 

I mentioned earlier the new continuous disclosure regime introduced in clause 82 of the Financial Management 
Bill.  This reflects a recommendation made in the 1995 Commission on Government report.  Although there are 
some differences between clause 82 and the COG recommendation, the committee did not consider them 
significant.  One difference is that the COG report recommended that the Auditor General, on being concerned 
about a claim of confidentiality, report such claim to a joint committee of both houses of Parliament.  However, 
given the enhanced role of the Public Accounts Committee under the Financial Management Bill and the Auditor 
General Bill, it was considered appropriate that the report go to the Public Accounts Committee. 

The duty to tell Parliament about the existence of confidential information is limited to “certain information”, a 
term that is not further defined in the bill.  The Department of Treasury and Finance considered that the duty 
would arise only when a contract exists that includes a confidentiality clause.  The committee speculated in the 
report that the clause may not therefore apply to confidential information that ministers become aware of, other 
than under some contractual arrangement.  The committee intends to monitor the situation to determine whether 
the new regime should be extended to cover such information. 

The Financial Management Bill calls for a ministerial review of the operation and effectiveness of the legislation 
after the legislation has been in effect for five years.  The committee wholeheartedly endorses this requirement 
because of the critical importance of this legislation to good governance in the public sector; however, it believes 
that the report of the ministerial review should be referred to the Public Accounts Committee of this chamber for 
consideration and report back to this chamber on the ministerial review.  This would recognise the key role that 
the legislation plays in assisting Parliament to hold the government of the day to account for the management of 
public finances.  There will exist between the executive, the Public Accounts Committee, the opposition and the 
community at large some tension over claims of confidentiality; that always has been and always will be the 
case.  However, this bill introduces a reasonable regime in which the Auditor General will access the information 
after the minister has, within 14 days, advised the chamber of the claim of confidentiality.  If the Auditor 
General is not satisfied with the claim of confidentiality, he can approach the Public Accounts Committee, which 
sits in camera.  There will be that tension, which will be a good thing, to enable everybody, including the 
community and the opposition, to hold the government properly to account when these claims are made. 

I turn now to the Auditor General Bill 2005.  Members will know that the statutory conception of the Office of 
the Auditor General is to be found in the Financial Administration and Audit Act.  With the repeal of that 
legislation and the introduction of the Financial Management Bill, there will be the need for a new Auditor 
General Bill, which will have a symbiotic relationship with the Financial Management Bill.  That is why I now 
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turn to the Auditor General Bill.  The Financial Administration and Audit Act currently includes a number of 
provisions designed to insulate Auditors General from outside pressures, particularly those that can arise from 
within the executive.  The Auditor General Bill has made several changes and introduced some new provisions 
to strengthen this independence.  The Auditor General Bill recognises that the Auditor General is an independent 
officer of Parliament.  It goes on to say that this means that the Auditor General is not subject to direction from 
anyone, which obviously includes Parliament, but also goes on to provide that he or she must have regard to the 
audit priorities of Parliament as determined either by the house or by the Public Accounts Committee.  The 
Auditor General Bill also gives Parliament a role in the appointment of an Auditor General.  Under the Auditor 
General Bill, future Auditors General will be appointed by the Governor on a recommendation from the relevant 
minister but the minister must first consult with the parliamentary leader of each party in Parliament and with the 
Public Accounts Committee before making such recommendation.  The committee was concerned that the words 
“party” or “political party” were not further defined in the Auditor General Bill.  They could, for instance, refer 
to a political party of which at least one member is a member of the Legislative Assembly or the Legislative 
Council.  The committee did not consider this appropriate, as the Auditor General plays a significant role in our 
system of government, and does so with reference to Parliament as a whole.  We have recommended a change in 
the wording of that particular clause to reflect those concerns.  Interestingly, this is the same position taken in the 
Corruption and Crime Commission Act 2003.  That act requires that the Premier consult with the Leader of the 
Opposition and the leader of any political party with at least five members of either house. 

The Auditor General Bill has formally recognised Parliament’s right to seek assistance from the Auditor General 
in the form of specific audits.  It has also given such requests a special, but not overriding, status by requiring the 
Auditor General to have regard to them.  The committee regards this arrangement as achieving a balance 
between the various different interests involved.  I mentioned earlier that under the FAAA the Auditor General’s 
auditing jurisdiction is largely confined to departments and statutory authorities.  Since 1985 a number of 
inquiries have questioned this in light of the continuing trend to contract out, commercialise, corporatise and 
privatise public sector functions.  The Auditor General Bill has introduced a new provision that attempts to 
address this gap in accountability.  Clause 17 states that when someone is performing a public function in 
partnership or jointly or on behalf of an agency, the Auditor General can audit, as he or she thinks fit, the 
accounts and financial statements of that person - or “related entity” as the Auditor General Bill calls them - to 
the extent that the accounts and financial statements relate to the public function being performed by that related 
entity. 

We received a submission from the Chamber of Commerce and Industry requesting that we look at this clause in 
detail because of the possibility that it might provide the Auditor General with the power to audit private 
companies that operate independently of government.  After reviewing the history of the clause and considering 
the evidence given to the inquiry, the committee was satisfied that the new power is justified.  The committee 
was also satisfied that the limitations set out in clause 17 will prevent any improper intrusion.  

We have however recognised that it is a potentially significant new power and that its impact should be 
considered during the parliamentary review of the Auditor General Bill that the committee is proposing to 
happen in five years.  

Earlier I outlined the new regime for improving Parliament’s access to information and highlighted some of the 
issues arising from the relevant Financial Management Bill provisions.  Clause 36 of the Auditor General Bill 
completes the framework by ensuring that the Auditor General will have access to the information itself and can, 
if he or she sees fit, include it in a report to the Public Accounts Committee.  The net effect of this arrangement 
is that claims of confidentiality will be vetted by someone independent of the executive, which the committee 
believes is quite right and proper in this case.  The committee did identify two possible issues.  One arose from 
the fact that the Auditor General Bill does not identify, at a critical point in the process of handling confidential 
information, who has determined that the information should not be disclosed: the minister or the Auditor 
General.  The committee assumed it should be the minister - this was the Commission on Government’s view as 
well - and has recommended an amendment to this effect. 

The second issue concerned the handling of the confidential information.  The committee considered the law and 
the practice in other jurisdictions and noted a number of different approaches.  The committee also sought the 
Auditor General’s views on the matter and these were supportive of the arrangement outlined in the Auditor 
General Bill.  Based on all of this, the committee decided that no amendments were necessary but has suggested 
that the proposed legislative review consider in five years how things have worked out in practice. 

In terms of natural justice, the Auditor General Bill will give organisations and individuals who are the subject of 
an audit examination or investigation an opportunity to comment on draft reports.  In addition, the bill will 
require the Auditor General to include in a final report any submissions or comments made or a fair summary of 
them. 
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The Auditor General told the committee that current practice is to give organisations and individuals the chance 
to comment on draft reports.  The requirement to include a fair summary is new but the Auditor General said that 
it was in line with practice in most other Australian jurisdictions and would give Parliament and the public the 
chance to hold agencies accountable for their proposed responses to audit findings. 

The Auditor General Bill will also introduce for the first time a 10-year, non-renewable term for future Auditors 
General.  In his submission to the inquiry, the Auditor General pointed out that such a provision is in line with 
more contemporary attitudes to accountability, and the committee took a similar view.   

The Auditor General Bill is silent about a review.  In light of the Financial Management Bill review provision, 
and the symbiotic nature of the two bills, the committee considered this inconsistent.  The committee has 
therefore recommended a review of the Auditor General Bill - for efficiency’s sake to be done at the same time 
as the Financial Management Bill review - so that Parliament can be assured that everything is working well in 
practice.  To protect the independence of the Auditor General, however, the review of the Auditor General Bill 
cannot be done by the minister.  This review should be undertaken by the Public Accounts Committee. 

Finally, I thank my fellow committee members for their individual and collective contributions to this report.  I 
have already mentioned the efforts made, particularly by the continuing members who did not retire during the 
term of this inquiry: the members for Capel, Stirling and Riverton.  They put in an enormous amount of effort 
during the parliamentary break.  It is my belief that the bipartisan way in which all committee members 
approached this task ensured that members representing both sides of this house had the opportunity to 
contribute to the focus of this review.  I thank the staff of the committee for their dedication and support in 
completing this review within a tight time frame, in particular Ms Carolyn Simmonds, who was seconded from 
the Office of the Auditor General for the period of the review.  On behalf of the committee, I thank Ms 
Simmonds for her diligence and dedication in ensuring that the committee achieved its strict deadline.  I further 
thank the principal research officer, Ms Liz Kerr, and the research officer, Ms Nicole Burgess, for their 
continuing support of the work of this committee.  I commend this report to the house. 

MR B.S. WYATT (Victoria Park) [10.35 am]:  I will hopefully not take up as much time of the house as the 
chairman of the committee.  Accordingly, I will not finish in quite such a rapid way!  I am one of the new 
members of the committee, having been appointed only yesterday.  I am delighted to have been appointed.   

I encourage all members to read the report because the committee has tried to bring the public sector up to speed 
with what has been going on for many years in the private sector.  One of the memberships I hold is that of the 
Australian Institute of Company Directors.  I do not intend to give it a plug or anything like that.  The institute 
has been very clear over the past few years about doing something that I have read a lot about through my 
membership of the organisation and as a lawyer in the commercial sector.  The private sector, both in respect of 
transparency and accountability, has gone through a number of changes through the Corporations Act and the 
internal processes that take place within companies.  It is proposed to take the Financial Administration and 
Audit Act 1985 and split it accordingly into two pieces of legislation encompassing financial management and 
the Auditor General.  It will drag the public sector into modern times in respect of transparency and 
accountability.  There is no question that the FAAA is outdated.  It is inappropriate that the Auditor General 
should not have his own legislation.  Audits of public and private entities is fundamental to the confidence of 
shareholders and taxpayers in how money is spent. 

The report has six findings and seven recommendations.  The submissions received by the committee were quite 
sophisticated.  They are attached to the committee report. 

I will raise a few issues that were not mentioned by the chairman.  I find some of the areas quite interesting.  The 
Financial Management Bill does not cover corporatised entities.  Traditionally, the FAAA does not touch on 
them.  However, corporatised entities, which primarily represent organisations such as port authorities, the Water 
Corporation and Western Power, are significant.  The recommendation of the committee concerns enabling 
legislation for the corporatised entities.  I certainly support that.  It is something that, when the ministerial review 
occurs five years after the bill receives assent, should be looked at closely.   

Discretionary budget mechanisms are something new to me.  I have not come across them before, not having 
been high enough in the public sector for them to be a concern.  However, it is generally accepted that 
government needs flexibility in how it spends its money.  Discretionary budget mechanisms, particularly the 
Treasurer’s advance, achieve flexibility in government as well as accountability.  The Treasurer’s advances are 
used for extraordinary or unforeseen circumstances.  As the chairman of the committee stated, they are capped at 
three per cent of the previous year’s appropriations.  I do not have any problems with that.  From what I have 
read, an issue that arose throughout the committee’s hearings was the definition of “extraordinary or unforeseen 
circumstances”.  I do not intend to make an enormous issue of that.  There will always be problems defining 
terms in any legislation in this country.  The very nature of “extraordinary and unforeseen” means that it is 
probably inappropriate for us to define it.  We should allow the Treasurer flexibility to control government 
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expenditure.  Despite the fact that it has been capped at three per cent, which approximately equates to 
$300 million that was spent under the Treasurer’s advance, the Treasurer is still required to come before the 
house to seek approval for the expenditure.  I understand that money already spent, as opposed to money that is 
due to be spent, will fall down on the list of priorities, and the role of the Public Accounts Committee is to be 
significantly enhanced to match that situation.   

The Treasurer’s powers to invest moneys into public bank accounts have also been increased.  As the chairman 
mentioned, that will primarily go into debt securities of publicly listed of companies.  Debate about the future 
fund is also taking place.  Of course, the future fund is able to consider equity investments.  I do not propose to 
make too many comments on that issue, other than to note that it will be up to the Department of Treasury and 
Finance to develop that cash management policy.  Once it is developed, the Public Accounts Committee will 
review its development and determine how practically it has worked.   

With respect to confidential information, the Financial Management Bill 2005 and the Auditor General Bill 2005 
allow the minister to make the decision that information should not be placed before Parliament.  More 
importantly, the bills allow the Auditor General - that is, someone other than the executive - to vet that 
information and to make a decision on that matter.  That is particularly important for public confidence in the 
executive and the way moneys are managed.  The capital user charge, which only Western Australia and Victoria 
continue to use, has been particularly useless in achieving its original intention, and it quite rightly will be 
abolished.   

The committee’s fourth recommendation concerns the ministerial review of the Financial Management Bill, and 
it suggest that the Public Accounts Committee be a part of that review.  Once the minister has conducted the 
review, it should be referred to the Public Accounts Committee for comment.  It is important that the Public 
Accounts Committee, and hence Parliament, become involved in that process.  I encourage the Treasurer to take 
that on board with great seriousness.   

The Auditor General Bill 2005 is fundamentally about transparency and probity, and it certainly achieves that 
intent.  The key aspects of the bill concern the independence of the Auditor General.  Clause 7 explicitly 
identifies the Auditor General as an independent officer of Parliament.  Clause 7(6) basically states that the 
Auditor General is not subject to direction from anyone.  That certainly solidifies the independence of the 
Auditor General, which is the key to the successful audit of any organisation.  The only way that the Auditor 
General can receive any vague direction from this place is in respect of priorities of audits; that is, the Auditor 
General takes account of Parliament’s audit priorities.   

Another interesting recommendation from the Public Accounts Committee relates to schedule 1(1), which states 
that the Auditor General be appointed by the Governor on recommendation by the relevant minister.  However, it 
also requires the minister to first consult the parliamentary leader of each party in Parliament and the Public 
Accounts Committee.  This is important.  It will, I hope, bring a bipartisan approach to the appointment of the 
Auditor General because the Auditor General’s position sits between Parliament and the executive.  The 
appointment of the person as Auditor General must have bipartisan support and confidence.  A committee 
recommendation is that parties with an official party status be consulted, as opposed to a requirement to consult 
any party with a representative in this place.   

Clause 34 is similar to section 83 of the Financial Administration and Audit Act in that it allows the Auditor 
General full and free access to information as the Auditor General deems fit.  Clause 34 also increases the 
penalty for not complying with that provision from $1 000 to $50 000.  That reflects public opinion about the 
role of the Auditor General and people’s non-compliance with the act.   

The Chamber of Commerce and Industry made a submission about auditing related parties.  I can understand and 
appreciate the chamber’s concern regarding whether the Auditor General is brought in to audit private entities.  
However, clause 17 limits the extent of audit upon private entities performing government duties, whether they 
be subcontracted or whatever, and protects private entities in relation to the CCI’s concern.  It is very important 
that clause 17 be agreed to in the manner in which it is supposed to be passed.  Mr Acting Speaker, I thank the 
house for its time. 

DR S.C. THOMAS (Capel) [10.46 am]:  I welcome the member for Victoria Park to the Public Accounts 
Committee.  I bid fond adieu to the member for Peel, who has been upgraded. 

Mr C.J. Barnett:  So has the Public Accounts Committee! 

Mr N.R. Marlborough:  I was about to say upstaged! 

Dr S.C. THOMAS:  I thank the members of the committee.  The members for Albany and Victoria Park are 
new members of the committee who were appointed towards the end of this investigation.  The committee was 
ably led by its chairman, the member for Mindarie.  We put in a fair bit of work on this report, which was 
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somewhat rushed.  One is always a little suspect of Treasurers who want rushed reports from Public Accounts 
Committees.  I approached this report with a great deal of cynicism.  I was looking for the Treasurer’s hidden 
agenda.  I was remarkably cynical in my approach to this report.   

Ms J.A. Radisich:  At least you can admit it. 

Dr S.C. THOMAS:  Absolutely.  I have no hesitation at all in admitting that.  I would not be doing my job 
properly if I were not cynical about the intentions of the government for this committee.   

I commend the committee’s staff, Liz Kerr and Nicole Burgess, for their fine work.  I also commend secondee, 
Carolyn Simmonds, whose work on this report was excellent.  This report considers the differences between the 
Financial Administration and Audit Act and the proposed Financial Management Bill and the Auditor General 
Bill.  Those differences were the most important consideration for the committee, because the proposed changes 
may be significant and of concern to members.  This report is not necessarily a glowing endorsement of one 
proposal.  It is an objective look at the proposed changes and their potential impacts.  Other members of the 
committee stated that they did not have a problem with the changes.  Some members of the house may have a 
problem with the changes.  For example, the introduction of a three per cent variation on the budget would have 
meant a $300 million variation four years ago when the government first won office.  In eight years, it is likely to 
be a $600 million variation.  The changes give considerable leeway to the government of the day which, in eight 
years’ time, will no doubt be Liberal. 

Ms J.A. Radisich:  He has written off the next election already!  

Dr S.C. THOMAS:  No, we will win the next election and then we will hold government for a number of terms, 
member for Swan Hills.   

The benefits and balances of this particular proposal will work both ways.  The important part of this report was 
to get changes and their likely impact on the record.  The report does that remarkably well.  I particularly thank 
the member for Mindarie for the completely partisan way in which this report was approached.  The report gives 
members of Parliament the opportunity to consider the differences and to see whether they agree with them.  If 
members disagree with the changes, they will quite rightly and properly be debated in this house at an 
appropriate time.  I do not have a huge problem with the proposals as they have been put forward.  I commend 
the briefing that we will be holding at one o’clock because it will outline some of the direct differences between 
the FAAA and the proposal for two split bills.  The committee undertook a large degree of consultation.  
Obviously, we spoke quite considerably with the Department of Treasury and Finance.  I thank the Auditor 
General and his office in particular for their input into the legislation.  The Chamber of Commerce and Industry 
and a number of other groups also contributed.  Everybody has had input into the bill.  I invite members to 
consider the differences.  It is important that members consider the report very carefully.  I commend this very 
good report to the house. 
 


