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Joint Audit Committee — First Report — 
“Second Review of the Financial Management Act 2006” — Motion 

Resumed from 4 September 2019 on the following motion moved by Hon Diane Evers — 
That the report be noted. 

Hon ALANNA CLOHESY: I think I was actually concluding my remarks on this report, talking about the process 
for the review of the Financial Management Act and about the importance of the Financial Management Act, and 
then moving forward to the government’s response to the Financial Management Act. As members know, the 
Financial Management Act 2006 is a critical piece of financial management infrastructure in our state. There was 
recently a fairly extensive review of its operation and effectiveness. It is required under the Financial Management 
Act that a review be undertaken every 10 years.  
Of course, that had not been done, so the review was undertaken nearly two years ago, in June 2018. The Treasurer 
provided a copy of that review to the Joint Audit Committee, as is statutorily required, for it to review the review. 
I know; it gets very exciting from here on in! The committee then reviewed the review and provided the report 
that is now before us for consideration. In addition, the government provided a response to this report and that is 
also considered in the context of this report. 

The committee made a number of recommendations about the review of the Financial Management Act, and I am 
pleased that almost all of those were accepted by the government. Let me point to a couple of the recommendations. 
Most importantly, the committee found, and the government accepted, that the Financial Management Act be 
retained. That should not be understated, because it is an incredibly important act. Not all jurisdictions have a financial 
management act, but, as I said, it is an incredibly important piece of financial governance architecture that sets out 
the way in which government agencies are required to manage their accounts. It has been around since 2006 and 
received bipartisan support. It received bipartisan support because of its importance—the importance of making 
sure that our state’s finances are looked after in the best possible way. As I said, included in the act is a mechanism 
for it to be reviewed every 10 years. 
The committee wanted to raise a number of issues with the government about the review of the Financial Management 
Act. One of those was automatic appropriations for spending authorised under section 27 of the act. In effect, this 
is the rollover effect of appropriations that occurs every year. One of the issues was that the appropriation bills 
appear before Parliament and are debated in Parliament, but are not necessarily passed or a division called on them. 
The point of the appropriations debate is to consider the budget. It is to consider in detail the taxpayers’ money 
that the government is requesting to be appropriated for the government program for the year. It is a matter of 
course that those are debated and investigated through the estimates processes in this place and in the other place, 
but not necessarily passed as a set of appropriation supplementary bills. The committee pointed out that although 
this kind of process is common practice, it is not necessarily neat and tidy. It considered whether all appropriation 
bills—some of them went back decades—should be put to Parliament and passed. I can see the discussion on both 
sides of that issue. To put appropriation bills from previous Parliaments would require a significant amount of 
parliamentary legal work for what is essentially a tidying-up exercise. 
The CHAIR: The question is that the report be noted. 
Hon ALANNA CLOHESY: I am quite confident that it had not been considered before that those bills be tidied 
up. It is not usual for one Parliament to tidy up or consider the bills of previous Parliaments; and when Parliament 
is prorogued, those bills drop off the list, and when there is a new Parliament, a new list starts. It appears that 
tidying up appropriation bills from more than a decade ago was perhaps not a priority. That recommendation made 
by the committee as part of the review was not supported by government. Although it is a nice tidy recommendation, 
it probably would not have been appropriate in how we operate the financial management architecture of the state. 
The next recommendation in the report was whether the Treasurer should amend the Financial Management Act 
to require an agency to include in its annual report when the responsible minister for that agency has given a direction 
on estimates if agreement has not been reached within a specified time frame. Again, it is one of those things that 
might happen occasionally, but does not necessarily affect transparency. It is an important accountability 
component and the committee considered that. There is a fair amount of discussion in the report about that matter. 
Basically, the committee considered that under the FMA, statutory authorities have to prepare annual statements 
or annual estimates of their budget and submit those to the minister for approval. The direction for that comes from 
one of the many Treasurer’s instructions on how agencies are to prepare their budgets. The annual agency budgets 
are then published in what we know as the budget papers and annual reports. 
As part of its review, the committee recommended that agencies should prepare estimates for all components 
of their portfolio—that is, estimates should be prepared for all activities or roles that the agency undertakes—
and that the minister reach an agreement with the agency on the budget estimates and not just accept the set of 
estimates that the agency has proposed. I am pretty sure that the committee suggested a time frame for that; it 
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might have been a matter of weeks or months. The committee recommended that the minister have the power 
to direct an agency on the estimates that are put before the minister if agreement has not been reached and that that 
be done within a specified time frame. That is one part of what seems to be a fairly innocuous recommendation, 
but the committee grouped those parts into a single recommendation about amending the FMA. That is in 
relation to section 40. The Joint Audit Committee also considered the Treasurer’s response to the review of the 
Financial Management Act and had no objection to the recommendation provided by the Treasurer that this should 
be included in the FMA. 
Another major issue considered was resource agreements. When the FMA was first considered, resource agreements 
may not necessarily have been considered a financial management tool that would be in use in everyday practice 
in agencies. A resource agreement is an agreement between the agency or the accountable authority, the minister 
and the Treasurer that directs and sets out the agency requirements for resourcing—what resources they will get 
and how they will be delivered. The legislative basis for those agreements is contained in part in the FMA and is 
supported by Treasurer’s Instructions for how they will be developed and what will be contained in a resource 
agreement. As I said, resource agreements are financial management tools that have been developed, particularly 
over recent years, certainly in the last decade. 
The review of the FMA suggested that the FMA should be amended to require the agency or accountable authority 
to operate within the expense limits set out in resource agreements. That is something we think might be assumed 
and certainly, for the most part, is the practice of government agencies. However, the first review of the FMA 
suggested that that be made more explicit, if you like. The first review also recommended that agencies directly 
funded from the budget be subject to a resource agreement. Again, we imagine that nowadays, within a tight fiscal 
management environment, all agencies that receive resourcing from the budget will have a resource agreement 
and agreement about what they will achieve. However, for a variety of reasons, that is not always the case. However, 
the first review of the FMA recommended that all budget-funded agencies have a resource agreement. More than 
that, it was recommended that what is contained in the resource agreement be agreed to by the Treasurer, the 
accountable minister and the authority. As we might imagine, that is not easy to achieve. 

The first review found also that the resource agreements need to be updated. We all know that things happen within 
agencies that require budgets to be reviewed within the financial year. A reason for that might be changed priorities 
of the agency or the government. Another might be unexpected and difficult situations, including crises. Certainly, 
particularly in the eastern states, of course, we have seen that those crises might take the form of natural events. 
That is another reason we need some flexibility in the resource agreements. A recommendation was made about 
flexibility being needed in the act in case there is a late budget. Often with a change of government, because the 
election is in March, the budget may not be brought down in May, which is the usual cycle, but might be delayed 
to allow the new government to consider all the financial arrangements at stake. 

The CHAIR: Members, the question is that the report be noted. Hon Alanna Clohesy to continue her remarks. 

Hon ALANNA CLOHESY: As I said before, I was just wrapping up but have spoken in detail about resource 
agreements because they are very important but are not well understood or even not often known about. They 
are components of the financial management arrangements of government agencies and the budget and are 
very, very important. In wrapping up, I was saying that one of the other recommendations of the review of the 
Financial Management Act is to allow some more flexibility so that the resource agreement can be updated 
throughout the year and can operate over a certain period if there is a late budget. If the budget is not brought down 
in May as part of the usual budget cycle, new resource agreements can be made—for example, from September, 
although the resource agreements would normally commence at the beginning of the financial year. 

Some of the recommendations contained in the efficiency review of the Financial Management Act, particularly 
in relation to resource agreements, were considered by both the committee and the government. I guess the ultimate 
response will be whether amendments will be brought forward in a Financial Management Act amendment bill. 

Many other recommendations are contained in the report and I humbly request members consider this report 
because, as responsible parliamentarians, our role is to scrutinise the budget and to make sure we have good, clear 
and robust financial management mechanisms in place. The Joint Audit Committee and the review found that for 
the large part, the Financial Management Act works very, very well and if amendments are to be made to the act, 
they should be relatively minor in nature and allow for some more flexibility in the way agencies can operate and 
in the instructions the Treasurer might issue on financial management. I trust that members will take a good and 
clear interest in the operations of the Financial Management Act. 

Hon NICK GOIRAN: At page 23 of this report, in chapter 4, paragraph 4.76, it states — 

The Committee is aware of one occasion where a section 82 notice was not required because the body 
was not an agency for the purposes of the FMA. 

Later in that paragraph it states — 
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The Committee may revisit this matter in the future depending on whether the number of non-notices 
becomes an issue. 

It is for those reasons that I ask that consideration of this committee report be postponed, because it is my view 
that the number of non-notices has become an issue. Both Hon Martin Aldridge and I have had some difficulty 
getting the government to comply with section 82 notices and I would like a further opportunity to examine this at 
the next sitting. 

Resolved, on motion by Hon Nick Goiran, that consideration of the report be postponed to the next sitting 
of the Council. 
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