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AUDIT (TRANSITIONAL AND MISCELLANEOUS)AMENDMENT BILL 1995

OUTLINE

1. ThisBill proposestherepealof theAuditAct 1901anddealswith thetransitionaland
consequentialmattersarisingfrom therepealof thatAct andtheenactmentof replacement
legislation,namely,theAuditor-GeneralBill 1994,theFinancialManagementand
AccountabilityBill 1994andtheCommonwealthAuthoritiesandCompaniesBill 1994.

2. TheAuditAct 1901 is a pervasive,operationalAct thatgivesfleshto certainbasic
Constitutionalrequirementsfor the raisingand spendingofmoneyby the Commonwealth;
and,to thatend,providesa proceduralframework for day-to-dayfinancialadministrationand
audit acrossthewhole spectrumofCommonwealthactivities. Its repealandreplacement,
therefore,hasanextensiveimpact. ThisBill enablesanorderlytransitionto thenew
framework.

3. In particular,this Bill providesfor theformal transfer,asappropriations,ofbalances
fromtheAudit Act’s existingFundaccountingstructureto thenewstructureestablishedby
theproposedFinancialManagementandAccountabilityBill 1994; thecontinuationofthe
appointmentof theAuditor-Generalinoffice asat 30 June1995for aperiodnotexceeding
7 yearsfromthatdate;the continuationofthe existingarrangementsfor thepositionof
IndependentAuditor as auditoroftheAustralianNationalAudit Office; the continuationfor
thetimebeing(until regulationsunderthereplacementlegislationcomeinto operation)of the
currentsafeguards,asagreedby Parliament,undersection70D of theAuditAct 1901, in
relationto thenatureof audit andfinancial reportingdisclosuresfor thesecurityand
intelligenceagencies;andthemakingof regulationsto cover situations,at a procedurallevel,
thatmight needto demonstratelegal certaintyto supporttheir smoothtransitionto the new
legislative framework- eg, thecontinuationof themyriadcontractualandotherarrangements
enteredinto undertheauthorityof therepealedAct, suchasoperatingbankaccounts,contract
auditsinprogress,debtors’repaymentsby instalmentsetc.

4. TheBill’s extensiveimpact,however,canbe seenin the Scheduleto theBill - in the
proposedconsequentialamendmentsto therelevantprovisionsofthemorethanonehundred
otherActs whichreferin specificwaystothe currentAuditAct 1901. Theproposed
amendmentswill replacethoseActs’ “Audit Act 1901” referenceswithprovisionsthat
appropriatelylink themto theframeworkofthenewfinancial legislation.

5. In relationto thoseCommonwealthAuthoritiesforwhichthe Schedulespecifies
consequentialamendmentsto their enablinglegislationso asto link thoseauthoritiesto the
proposedCommonwealthAuthoritiesandCompaniesBill 1994, it shouldbe notedthatthe
list is notexhaustive. Theauthoritiesareonly thosewhoseenablinglegislationreflects
Part XI of theAuditAct 1901. A furthermiscellaneousamendmentBill will benecessaryto
createthenecessarylinkagesto theCommonwealthAuthoritiesandCompaniesBill 1994for
the forty or so Authoritieswhoseenablinglegislationdoesnot reflectPart XI.

FINANCIAL IMPACT STATEMENT

6. Theproposedamendmentshaveno financialimpact.
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NOTES ON CLAUSES

PART!- PRELIMINARY

Clause 1 - Shorttitle
Clause2 - Commencement
Clause3 - This Act bindstheCrown
Clause4 - Thisextendsto thingsoutsideAustralia

1. Theseclausesarelargelyself-explanatory.ThisBill is to comeinto operationon the
samedayastheFinancialManagementandAccountabilityBill 1994- ie, on 1 July1995 or
an earlierdateif onewereproclaimedasthecommencementday.

Clause5- Interpretation

2. Thescopeandintentof therangeofthe definitionsare self-explanatory.

PART 2- REPEALOF THE AUDIT ACT

Clause6 - RepealoftheAudit Act

3. Thisclauseis self-explanatory.

PART3- TRANSITIONAL

Clause7 - Transfersfrom old Fundsto newFunds

4. Thepurposeof this clauseis to provide,uponcommencementof this Act, for:

• moneyin theLoanFundestablishedundertheAuditAct 1901to betransferredto the
LoanFundestablishedundertheFinancialManagementandAccountabilityBill 1994;
and

• moneyin theTrustFundto betransferredto componentsoftheReservedMoneyFund
andtheCommercialActivities Fundestablishedunderor for thepurposesof clauses20
and21 oftheFinancialManagementandAccountabililyBill 1994.

5. ExistingTrustAccountsandHeadsof Trustareestablishedeitherby a Commonwealth
Act or undertheAuditAct 1901.ForeachCommonwealthAct establishinganaccount/head
in operationat commencementdateof thenewfinancialframework,the Scheduleto this Bill
is to amendthatAct to createa replacementcomponentof theReservedMoneyFund.

6. Foraccounts/headsestablishedundertheAuditAct 1901, theMinisterforFinance
would makedeterminationsin accordancewith subclauses20(2) and21(2) of theFinancial
ManagementandAccountabilityBill 1994to establishreplacementcomponents.
Determinationsfor the purposeofthetransferwould,asfar aspracticable,replicatethe
funding arrangementsandpurposesclausesof Trust AccountsandHeadsof Trust in
operationat commencement.The‘transfer’ determinationswould betabledin Parliament,but
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becausetheywould berepeatingandcontinuingapprovedarrangements,the disallowance
rulesset outin subclause22(3) of theFinancialManagementandAccountabilityBill 1994
would notapply.

7. Subclause7(3) isincludedto ensurethat therightsandliabilities of individuals arenot
affectedby the change.

Clause8 - Auditor-General

8. Thisclauseprovidesfor anincumbentAuditor-Generalasat 30 June1995to remainin
office for notmorethan7 yearsfromthetransitionaldate,notwithstandingtherepealof the
AuditAct 1901underwhichthe original appointmentwasmade.The rulesin the
Auditor-GeneralBill 1994on agelimit, remuneration,recreationleave resignation,and
removalfrom office applyin thesamewayasif hewereappointedundertheAuditor-General
Bill 1994.

Clause9 - IndependentAuditor

9. This clauseprovidesfor thecurrentarrangementsfor thepositionof Independent
Auditor to continueas if thearrangementshadbeenmadeundertheAuditor-GeneralBill
1994.

Clause10 - Exemptaccounts

10. Thespecialfinancialmanagementandauditingarrangementsfor securityand
intelligenceagenciesarecomplex.Developingnew, simplifiedarrangementsfor theseagencies
is expectedto requiregreatcare;thereis a possibility,at least,that the newarrangementsmay
not becompletedby thetimethis Act commences.To avoidanyhiatus,this clauseprovides
for the “exemptaccount”arrangementsundersection70D of theAuditAct 1901, which are
currentandworking, to continuefor theperioduntil theforeshadowednewregulationsfor
theseagenciesunderthethreeprincipalproposedfinancialActs becomeoperational.

PART 4- REGULATIONS

Clause11 - Renulations

11. Thisclauseprovidesfor regulationsto bemadefor thetransitionofvariousmatters.
Relianceon regulationsis consideredappropriateandpracticablein this context,giventhe
extensivenessof thechangesfrom theAuditAct 1901to the newlegislative framework. For
example,theregulationswould beableto dealwith:

• thefactthatexistingofficial bankaccountswould not comply,in theshortterm,with
thenewaccountnamingrulesundersection9of theFinancialManagementand
AccountabilityBill 1994;

• thecontinuationof appointmentsmadeundersection11 of theAuditAct 1901;

• thecontinuationof audits,in particularauditsof the 1994/1995financialstatements;
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• thecontinuationof financialstatementsguidelinesmadeundersection5OAA of the
AuditAct 1901,in particularguidelinesfor the 1994/1995financialstatements.

PART 5- AMENDMENT OF OTHERACTS

Clause12 - Amendmentof otherActs

12. Thisclauseis selfexplanatory.
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SCHEDULE

CONSEQUENTIALAMENDMENTS OFACTS

AMENDMENTS OF ACTS CONSEQUENTIAL UPON THE COMMENCEMENT OF THE~

AccouNr~imun’BIu1994,ThE AuDiroR-GENERALBiu 1994~AND THE CoJ~.ni~oivw&4LmfAurJroPJnFs
~ijvDCo~i~i~a~sBiu1994

1. In relationtotheFinancialManagementandAccountabilityBill 1994andthe
Auditor-GeneralBill 1994 - theamendmentsinvolve:

• the creationof componentsoftheReservedMoneyFundto replaceexisting“Trust
Accounts”and “Funds” establishedfor the purposesof sections60 or 62A oftheAudit
Act 1901 - replacementcomponentsarerenamed“Reserves”;

• the clarificationofprovisionsrequiringmoneytobe creditedto reserves- that no money
is directlycredited to a reserve,but thatmoneyis transferredto thereservefrom the
ConsolidatedRevenueFund;

• repealof standingappropriationsin Acts thatauthonsethetransferof amountsfromthe
ConsolidatedRevenueFundto reserves- subsection20(7)of theFinancial
ManagementandAccountabilityBill 1994providesa standingappropriationfor the
transfersto bemadeandmakesredundantthe standingappropriationsin otherActs for
suchtransfers;

• therepealofprovisionsthatplace responsibilitiesonthe Auditor-Generalin regardto
the auditof agencies’financial statements,accountsor records- section58 of the
FinancialManagementandAccountabilityBill 1994andtheAuditor-GeneralBill
1994providethenecessaryauthorityfor theAuditor-Generalto auditfinancial
statements,accountsand recordsof agencies;

• therepealofprovisionsrequiringthekeepingof accountsandrecordsofagencies-
section49 of theFinancialManagementandAccountabilityBill 1994provide
sufficientauthorityforthe properkeepingof agencies’accountsandrecords;

• therepealofreferencesto AuditAct 1901and their replacementwith referencesto
equivalentprovisionsin theFinancialManagementandAccountabilityBill 1994and
Auditor-GeneralBill 1994;

• a rewordingofprovisionsto bringtheminto line with thebasicprinciplesof the
FinancialManagementandAccountabilityBill 1994.

2. TheCommonwealthAuthoritiesandCompaniesBill 1994(theCAC Bill) providesa
standardset of corerequirementsrelatingto theaccountabilityandconductof directorsand
executiveofficers of all Commonwealthauthoritiescurrently subjectto Part XI oftheAudit
Act 1901. It alsoprovidesastandardset of corerequirementsrelatingto the accountabilityof
directorsof Commonwealthcompanieswhichwill applyin additionto therequirementsof the
CorporationsLaw.

3. Thecorerequirementsprovidedfor in theCAC Bill will replacearangeof similar
requirementsscatteredthroughoutPartXI oftheAuditAc4 theenablinglegislationof
Commonwealthauthoritiesandcompaniesandtheconstitutionaldocumentsof companies.

4. TheAudit (TransitionalandMiscellaneousAmendments)Bill 1995(this Bill)
proposesconsequentialamendmentsto provisionsin theenablinglegislationwherethose
provisions:
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-- referto, or rely on, therepealedPartXI of theAuditAct 1901; or
-- overlapwith correspondingprovisionsin theCAC Bill.

5. Typically, theproposedamendmentsrepealprovisionsin the enablinglegislationwhere
their subjectmatteris intendedto becoveredby theCAC Bill, so asto avoid ambiguityand
unintendedeffects. In a smallnumberof instances,specialisedrequirementshavebeen
preserved,eitherto operatein conjunctionwith theCAC Bill, or to excludethe applicationof
a particularprovisionin the CAC Bill thatmaybeinappropriatetothe circumstancesof a
particularbody.

6. The repealof duplicatedrequirementsis intendedto allow Parliamentto focusona
singleset of requirementsin theCAC Bill in anyfuturereviews.In thecaseof averyfew
authorities,the applicationof theCACBill hasbeenexcluded. Forexample,someauthorities
areresponsibleto aMinisterial CouncilcomprisingStateandCommonwealthMinisters. In
suchcasesthe Commonwealthhasagreedwith the Statesnotto amendtheenabling
legislationwithout theconsentof theMinisterialCouncil.

7. It is proposedthat a subsequentmiscellaneousamendmentBill will extendthe
applicationoftheCAC Bill to thoseCommonwealthauthoritiesnot currentlysubjectto Part
XI of theAuditAct 1901. ThatBill will alsoeffect consequentialamendments,similar to
thoseoutlinedabove,to theenablinglegislationof theaffectedauthorities.

8. Thefollowing clarification isprovidedon particularamendments:

ActsInterpretationAct 1901

• Item 88 of theScheduleinserts,into theActsInterpretationAct 1901,definitionsof the
ConsolidatedRevenueFund,LoanFundandtheReservedMoneyFund. Thedefinitions
areto applyto thesereferencesappearingin all CommonwealthActs. Standing
appropriationsof theLoan FundmadebeforethecommencementoftheFinancial
ManagementandAccountabilityBill 1994 areintendedto continueasappropriationsof
theLoanFundestablishedundertheFinancialManagementandAccountabilityBill
1994.

AdministrativeDecisions(JudicialReview)Act 1977

• Item 92 ofthe Scheduleconsequentiallyamendsparagraph(h) of Schedule2 to the
AdministrativeDecisions(JudicialReview)Act 1977. Section27 oftheFinancial
ManagementandAccountabilityBill 1994 is theequivalentto sections32 and 36A of
theAuditAct 1901andconcerns,decisionsby theFinanceMinisterto issuemoneyout
ofthe ConsolidatedRevenueFund, theLoanFund, ReservedMoneyFundandthe
CommercialActivities Fund.
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Australia-JapanFoundationAct 1976
Australian Centrefor InternationalAgricultural ResearchAct 1982

• Items 105 to 119 and 135 to 142 of the Schedule,amongotherthings,amendthe
Australia-JapanFoundationAct 1976andtheAustralianCentrefor International
AgriculturalResearchAct 1982to createcomponentsoftheReservedMoneyFundthat
areto replaceexistingFunds,andtorenametheexistingFundsasthe “Australia-Japan
Reserve”andthe “AustralianCentrefor InternationalAgriculturalResearchReserve”.
Whilethe Commonwealthbodiescreatedby theseActs arecorporatebodies,the
intentionis that all moneyreceivedby thebodiesbe creditedto the Consolidated
RevenueFundandthat an equivalentamountbetransferredfromthe Consolidated
RevenueFundto the“Reserves”.Thebodiesdealonly in public moneythat is held in
official bankaccounts(ie, theydo not holdmoneyon their own account).As a
consequence,theyarenot subjectto theCommonwealthAuthoritiesandCompanies
Bill 1994. Instead,thebodiesareagenciesandcomewithin the ambitoftheFinancial
ManagementandAccountabilityBill 1994.

CommonwealthInscribedStockAct1911

• Items388 and389 ofthe Schedulerepealsections5 IF and53 oftheCommonwealth
InscribedStockAct 1911. Section5IF is repealedbecausetheHeadofTrust is defunct.
Also, section53 of theCommonwealthinscribedStockAct 1911 is redundant.The
auditingprovisionsundertheAuditor-GeneralBill 1994 providesufficientauthorityfor
the Auditor-Generalto audit theaccountsandrecordsof Registries.

SuperannuationIndustry(Supervision)Act 1993

• Items858 to 861 of theScheduleamendtheSuperannuationIndustry(Supervision)Act
1993 to createa componentof theReservedMoneyFundthat is to replacetheexisting
Trust Account,andto renamethe Accountasthe SuperannuationProtectionReserve.
The amendmentto section237 of theSuperannuationIndustry(Supervision,)Act 1993
(ie, Item 861)is madeon thebasisthat theamountis paidfromtheConsolidated
RevenueFundto theReserve“in respectof’ alevy. Amountsarenotpaid directly to the
Reserve.

Taxation(Intereston Overpayments)Act 1983

• Item 863 of the Schedulerepealssubsection3(3) ofthe Taxation(intereston
Overpayments)Act 1983becauseit is anunnecessaryprocedurefor anamountto be
transferredfrom theConsolidatedRevenueFundto anotherFundon a possibilitythata
repaymentmight berequiredto bemadeto a person.Section28 of theFinancial
ManagementandAccountabilityBill 1994providesa standingappropriationto permit
moneyto berepaidto a personentitledundera lawto receivea repayment.
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