
Submissionto the Inquiry by the Joint Committee of Public Accounts
and Audit into Audit Report No. 15 2004-2005Financial

Managementof SpecialAppropriations

Introduction
TheDepartmentofFinanceandAdministration(Finance)welcomestheopportunity
to contributeto theJoint CommitteeofPublicAccountsandAudit’s inquiry into
Audit ReportNo.152004-2005 FinancialManagementofSpecialAppropriations.

Financenotestheissuesraisedby theAustralianNationalAudit Office (ANAG) in
preparingthereportandconsidersthatit will serveto focusagencies’attentionon
appropriationmanagement.

Underthefinancialframework,ChiefExecutivesareresponsiblefor theproper
managementofappropriations.Financeprovidesguidanceto assistagenciesto
understandtheirresponsibilities.

In the auditreport,theANAO notedthat dueto theaudit andFinance’sguidance
“entitieshaveincreasedtheir focus” on legislativerequirementsandreflectedthis in
theirmanagementpractices.TheANAO alsoacknowledgedthenumerouspiecesof
guidanceissuedby Financeprior to theaudit andnotedthat theguidancewould
“provide astrongplatform for agenciesto enhancetheirmanagementanddisclosure
ofappropriations

Basedondiscussionheldwith agencies,Financealsoconsidersthatagenciesare
improvingtheir focuson appropriationmanagement.

Finance’swork on specialappropriations
In theyearprior to theaudit,Financeissuedseveralpiecesofguidanceto agenciesto
assistthemwith themanagementoftheirappropriations.This guidanceincluded:

• theFinanceMinister’s (financialstatement)Orders(FMOs) thatareissuedeach
yearto agenciesandwhich requiredisclosureoftheuseofappropriations,
includingspecialappropriationsin an agency’sfinancialstatements;

o In the2004-05FMOs,Financeexpandedtheguidanceon special
appropriationsto providegreaterclarity on thedisclosurerequired.

• EstimatesMemorandum2003/27,whichprovidedan overviewasto howthe
appropriationsframeworkoperates;

• FinanceCircular2004/06,whichexplainedthatan appropriationis requiredto
supportthe expenditureofanymoneyheldby theCommonwealth;

• FinanceCircular2004/07,which explainstheneedfor officials to beauthorised
by a drawingright in orderto spendmoneysheldby theCommonwealth.This
includeshow agenciescanspendmoneysfrom specialappropriationsthat arethe
responsibilityofanotheragency;

• FinanceCircular2004/08on repaymentsmadeby agenciesunderthe special
appropriationprovidedby section28 oftheFMA Act;

• FinanceCircular2004/16,whichremindsagenciesoftheirresponsibilitiesunder
theFMA Act for appropriationmanagement,includingwhataccountsandrecords
needto bekeptfor appropriationsandcashdrawndownto agencies’bank
accounts;and



• FinanceCircular2004/17on appropriationsfor paymentto CACbodies,including
thosethat areappropriatedvia specialappropriation.It alsoremindsentitiesofthe
reportingrequirementsfor CACbodiesreceivingthesemoneys.

CopiesofthesefinancecircularsandtheEstimateMemorandumareattachedfor
information.

Addressingthe audit recommendations
TheANAO auditmadethreerecommendationsthat relatedto thefinancial framework
andFinance.

• Recommendation3 requeststhat Financereviewtheguidanceandfinancial
reportingrequirementsof specialappropriations,specifically,3(a) - special
appropriationsnotdrawnon in agivenyear,3(b) - specialappropriationsthat are
theadministrativeresponsibilityofanotheragencyand3(c) - the approachto
achieveaclearreadbetweenbudgetedandactualuseofspecialappropriations.

o Financehasaddressedtheissuesidentifiedin Recommendation3(a) and
3(b) throughtheadditionalguidanceprovidedin the2004-05FMOs. In
regardsto Recommendation3(c) Financeis currentlyreviewingagencies’
currentpracticeswith aview to improving theclearreadbetweenagencies
Portfolio BudgetStatementsandAnnualReports.

• Recommendation4 requestsFinanceto promulgateadviceon themanagement
anddisclosureof specialappropriationsto CommonwealthAuthoritiesand
CompaniesAct1997(CAC) bodies,includingtherolesandresponsibilitiesof
Finance,portfolio DepartmentsandCAC bodies.

o Financehasaddressedthis issuethroughtheissueofFinanceCircular
2004/17— Appropriationsfor paymentto GAGbodieson 29 October2004.

• Recommendation5(a) requeststhatFinanceexamineoptionsto promotegreater
consistencyin themanagementof specialappropriationsby Commonwealth
entities.

o Financehasaddressedthis issuethroughEstimateMemorandum2003/27
andFinanceCircular 2004/16,which shouldenhanceagencies’
understandingofappropriationsandresultin betterappropriation
management.

• Theauditreportalsoidentified,but madeno recommendation,thatsomeagencies
werenot estimatingtheirdaily fundingrequirements.Financeis developinga
financecircularthatremindsagenciesto estimatetheirnext-daycashdrawdown
requirementsin orderto minimisetheoccurrenceofintra-dayoverdrafts.This
financecircularis expectedto beissuedin April 2005.

ConsolidatedRevenueFund (CRF) and Surplus Revenue
TheauditreportdiscussedthecompositionoftheCRFandhow it is calculated.The
balanceoftheCRF canbecalculatedin oneoftwo ways. Firstly, by addingthecash
balancescontrolledandadministeredby all agenciesreportingundertheFMA Act,
includingspecialpublicmoneys,whicharereportedseparatelyby agencies.The
secondapproachis to derivethebalanceoftheCRFby subtractingfrom total general
governmentsectorcashthebalancesofcashcontrolledandadministeredby bodies



undertheCommonwealthAuthoritiesand CompaniesAct1997,andthenadding
specialpublic moneys.

Both calculationsgivethesameresultbut the secondapproachhasbeenreportedin
BudgetPaperNo.1, aswell asin theConsolidatedFinancialStatements,asit provides
areconciliationbetweentotal generalgovernmentsectorcash,asreportedin the
budgetedandactualfinancialstatements,andthebalanceoftheCRF.

Theauditreportalso discussedFinance’scalculationof SurplusRevenueunder
section94 oftheConstitution.On 10 June2004,theANAG andFinance,aspartof
theaudit, discussedthis issue.FinanceadvisedtheANAG that surplusrevenue
calculationshadbeendone- in thecontextoftheANAO’s annualfinancial
statementsaudit - for all financialyearsfrom 1999-2000to 2002-03.

However,in light oftheevolving legal adviceasto whatcomponentscomprise
surplusrevenuefollowing theabolitionof fundaccountingin 1999,Finance
undertookto review all ofits surplusrevenuecalculationsoverthis periodand
providerevisedcalculationsto theANAO aspartofits specialappropriationsaudit.
Thesecalculationsweresubsequentlyreviewed,signedoffby seniorofficers in the
Departmentandprovidedto theANAO, in aconsistentformat,on 26 October2004.

Conclusion
Financeconsidersthatagenciesaremoreawareoftheirresponsibilitiesandare
respondingto boththeenhancedguidanceavailableandtherecommendationsofthe
auditreport.

Theadditionalguidancealreadymadeavailableby Financeandthework still
underwayshouldfurtherassistagenciesto implementinternal controlsthat will allow
propermanagementof specialappropriations.
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