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COMMONWEALTH AUTHORITIES AND COMPANIESBILL 1994

OUTLINE

1. The CommonwealthAuthoritiesandCompaniesBill 1994(the CAC Bill) is one of
threeBills thatgive effect to the Governmentsdecisionto replacethe Audit Act 1901
with modernlegislationwhich dealswith the financial management,accountabilityand
audit of Commonwealthagencies,authoritiesand companies.The other Bills are the
FinancialManagementandAccountabilityBill 1994and theAuditor-GeneralBill 1994.

2. TheseBills were introducedinto the Houseof Representativeson 29 June 1994 by
theMinister for Finance,the HonourableKim C. Beazley,MI?. After their first reading,
the Minister moved, and the Houseagreed, that the Bills be referred to the Joint
Committeeof Public Accounts(JCPA) for review and for an advisory report. The
Committeereportedto theHouseon 22 September1994(JCPAReportNo.331refers).

3. The Commonwealth Authorities and Companies Bill 1994, together with
amendmentsmoved on behalf of the Government, were passedby the House of
Representativeson 8 December1994. Theamendmentsarosenotonly directly from the
Government’s consideration of JCPA Report No.331, but also, indirectly in the
identificationof fourminor changes,the desirabilityof which becameevidentduring the
processof reviewandanalysisoftheCommittee’srecommendations.

4. The CAC Bill will replaceand enhancePart XI of the Audit Act 1901, which
currentlyprovides standardfinancial provisions for public authoritiesand certainother
bodies. It will also replaceindividual financial provisionscontainedin the enabling
legislationofauthoritiesnotsubjectto Part XE.

5. Broadly, the CAC Bill will provide a single set of core reporting and auditing
requirementsfor directorsof “Commonwealth authorities” arid set out standardsof
conductfor executiveofficers. Many of theserequirementsare modelledon comparable
areasof the CorporationsLaw aswell asbestpracticecurrently applying to individual
authorities. The Bill will also provide a single set of requirementsfor ensuringthat
“wholly-ownedCommonwealthcompanies”keepMinistersand the Parliamentinformed
oftheir activities.

6. The Auditor-General’smandatewill be extendedto all Commonwealthauthorities
and Commonwealthcompanieswithout exception. In so doing, the requirementsfor
reportsof the Auditor-Generalin relation to authoritieswill be madeconsistentwith
thoserequiredby theCorporationsLaw.

7. The approachadoptedby theBill will enablethe accountabilityrequirementsof all
Commonwealthcontrolled bodies to be viewed as a whole and should significantly
streamlinetheGovernment’sandtheParliament’sinterestin this area.

8. Forthepurposesof theBill:

“Commonwealthauthority” meanseitherof the following kinds of body that holds
moneyon its own account: 4
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(a) a body corporatethat is incorporatedfor apublic purposeby anAct;

(b) abody corporatethat is incorporatedfor apublic purposeby:

(i) regulationsunderanAct;

(ii) an Ordinance of an external Territory (other than Norfolk Island) or

regulationsundersuchanOrdinance;
and isprescribedby regulations;

“Commonwealth companyTM means a CorporationsLaw company in which the
Commonwealthhasa controllinginterest;and

“Wholly-owned Commonwealthcompany” meansa Commonwealthcompanyother
than a companyany of the sharesin which arebeneficially ownedby a personother
thantheCommonwealth.

9. Consequentupontherepealof theAuditAct /901 and thecoming into operationof
this Bill, it will be necessaryto makeamendmentsto the enablinglegislation of each
Commonwealthauthority and company (where the company was establishedby a
separateAct).

FINANCIAL IMPACT STATEMENT

10. The Bill is intendedto improve the quality and clarity of understandingof the
Commonwealth’sfinancial managementframework and to sharpenaccountability for
financial managementperformance.Thesefactors,in turn, are expectedto translateinto
moreefficient, effectiveandethicaluseof theCommonwealth’sresources.



3

NOTESON CLAUSES

PART!- PRELIMINARY

Clause I - Short title

I. This clauseprovidesfor theAct to becited asthe CommonwealthAuthoritiesand
CompaniesAct 1994.

Clause2 - Commencement

2. Thisclauseprovidesthat the Act shallcommenceon the samedayastheFinancial

ManagementandAccountabilityAct 1994.

Clause3 -This Act bindstheCrown

3. Thisclausesetsout the liability of theCrownundertheAct.

Clause4 - This Act extendsto thingsoutsideAustralia

4. This clauseprovidesthat, unlessthe contrary intention appears,the Act reverses
the rule of constructionin sub-section21(b) of the Acts Interpretation Act 190/ by
extendingits applicationoutsideAustralia.

PART2- GENERALDEFINH1ONS

ClauseS - GeneralDefinitions

S. The scopeand intentofthe rangeofdefinitionsare largelyself-explanatory,but the
following pointsshouldbe noted:

• Although a definition is included for “consolidatedfinancial statements”,the
requirementto preparesuch statementswill be included in theFinanceMinister’s
Orders(clause2 of ScheduleI to the Bill) and not in theAct, However,someof
the rules (clauses6 and 7 of ScheduleI to theBill) for theauditor’sreportrefer to
consolidatedfinancialstatements.

• “CorporationsLaw” hasthesamemeaningasin the CorporationsAct 1989.

• For the purposesof the definition of “executiveofficer”, a personis concerned in,
or takespart in, the managementof a Commonwealthauthority, if he or she has
authority to act in an independentand significant mannerand is notsubjectto the
closesupervisionor controlof othersmoresenior in the hierarchyoftheauthority.
The term is intended to havea meaning that is equivalentto its meaning in
section232 of the Corporations Law and should, as far as practicable, be
interpretedso as to placeCommonwealthauthorityexecutiveofficers on a similar
footingtotheexecutiveofficersof companiesin theperformanceof their respective
roles.
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For the purposesof the definition of “director”, it is intendedthat theroles and
responsibilities of directors of Commonwealthauthorities be interpreted in a
mannersimilar to that enunciatedby the Courtsin relation to companydirectors.
For example,the Courtshavearticulateddifferent levelsof careand diligencethat
could be expectedof companydirectorsin variouscircumstances.In particular,the
Courts distinguish between hill-time (executive) directors and part-time
(non-executive)directors.

• In general, “OREs” or “government businessenterprises”should satisfy three
criteria: theyare commercial,tradeoutsidethe public sector,and arenot primarily
regulatorybodies.

In general, “SMAs” or “statutory marketing authorities” are Commonwealth
authoritieswhoseoperationsare funded wholly or mainly from levies (or similar
charges)paid by primary producersfor whosebenefit the authority performs
marketingfunctions.

For the purposesof the definitionof “subsidiary”, “control” meansthe capacityof
an entity to dominatedecision making, directly or indirectly, in relation to the
financial and operatingpoliciesof anotherentityso asto enablethat other entity to
operatewith it in pursuing theobjectivesofthecontrolling entity.

For the purposesof the definition of “subsidiary”, “entity” means any legal,
administrative,or fiduciary arrangement,orgardsationalstructureor otherparty
(including a person)having the capacityto deploy scarceresourcesin order to
achieveobjectives.

Clause6- Effect ofmaximumpenaltyat foot of sectionor subsection

6. This clauseisself-explanatory.

PART3- REPORTINGAND OTHEROBLIGATIONS FOR
CQMMONWEALTH AUTHORITIES

Division I - Preliminary

Clause7 - Meaningof “CommonwealthAuthority”

7. This clauseis broadly basedon sections 63B and 63C of the AuditAct 1901.
Howeverit doesnotseparatethe requirementsforCommonwealthauthoritiesrequiredto
keepaccountsin accordancewith commercialpracticeand thosenot requiredto keep
accountsin accordancewith commercialpractice. Any distinction will be dealt with in
theFinanceMinister’sOrders.

8. In additionto theAuditAct 1901 requirementthat aCommonwealthauthoritybea
body corporateincorporatedfor a public purposeit is necessaryfor suchan authorityto
holdmoneyon its own account. Bodiescorporatewhich only holdmoneyontrustsatisfy
thecriterion that a Commonwealthauthoritymustholdmoney“on its own account”.
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9. The exclusion of Corporations Law companies is intended to apply to
Commonwealthcompanies that were originally established by enabling legislation and
later “converted” into companies e.g. the Commonwealth Rank.

Clause 8 - Partdoes not apply to certain Commonwealth anthorities

10. The effect of this clause will be to apply the Act only to authorities that are
currently subject to Part XI of the AuditAct 1901. The clause will be repealed when the
scope of the Act is extended to non-Part Xl authorities by subsequent amending Acts.

Division 2 - Reportinz oblieations

SubdivisionA - Annualreport andrelatedobligations

Clause 9 - Directorsmustprepare annual report

11. The intention of this clauseis to bring together the separate obligations to prepare a
report of operations, financial statements and an auditor’s report into a single annual
report. The obligations are imposed on directors whereas the AuditAct 1901 imposes
them on the authorities.

12. The annual report must be given to the responsibleMinister not laterthan the 15th
day of the 4th month after the end of the authority’s financial year (defined as the
authority’s annual accounting period). This means, in effect, that an authority must give
the annualreport to the responsible Minister within threeand a half months of the end of
its financial year and is similar in effect to the principles recently adopted by the
Government in relation to departmental annual reports. Consequently, if an authority’s
financial year ends on 30 June, the deadline will be 15 October. Previously, pursuant to
the ActsInlerpretationAct 1901, authorities were allowed until 31 December to give the
relevant documents to the Minister.

13. The responsible Minister is in turn required to table the report as soon as
practicable. By virtue of subclause (3) and subsection 34B(3) of the ActsInterpretation
Act 1901, this will require the responsibleMinister to table the annual report in both
Houses of Parliament within 15 sitting days after he or she receives it.

Clause 10 - Modified requirements for first year of existence

14. This clause recognises that where an authority is established during the last three
months of its financial year a separate annual report for the period between the date the
authority was established and the end of the financial year would have limited value.
Consequently, in such circumstances, the authority’s first annual report shallbe in respect (
of the period between the date of its establishment and the end of the following financial
year.

15. I1 for example, an authority were established within a month of the end of its
financial year, that month would be added to the next financial year for reporting
purposes.

(
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Clause 11 - Penalty for contravention of annual report rules by directors

16. Section 4AA of the CrimesAct 1914 sets the current value of a penalty unit.
(Currently this is $100).

Clause 12 - Audit of relevant subsidiary’s financial statements

Il. The main purpose of this clause is to make clear that the mandate of the
Auditor-General to audit financial statements extends to subsidiary companies of
Commonwealth authorities. The Auditor-General must prepare a report even if another
auditor is appointed as auditor of the subsidiary.

SubdivisionB - Otherreportingobligations

Clause 13 - Interim financial statements

18. The purpose of this clause is to provide for the Finance Minister to require
Commonwealth authorities, or a class of Commonwealth authorities, to prepare and give
to theresponsibleMinister interimfinancialstatementswhich the lattermusttable in each
House of the Parliament.

19. The interim financial statementsmustbe accompaniedby a reportpreparedby the
Auditor-General in accordance with regulations. It is proposed that the regulations will
specifythenatureof the reportwhich will in turn oblige the Auditor-General to conduct a
review or, where requested by the Finance Minister, an audit, of the interim financial
statemenLs,

20. The intention is that the FinanceMinister will, in the normalcourse,consult with
relevant partiesprior to requiringinterim financial statements under this clause.

Clause14 - Estimates of receipts and expenditure

21. The intention of this clause is to provide consistency between, and bestpracticein,
theequivalentprovisionspresentlyincluded in theenablingActs of someCommonwealth
authorities.

Clause 15 - ResponsibleMinister to benotified of significantevents

22. The purposeof the clauseis to ensurethat the responsibleMinister is informedof
proposed involvement in significant new business ventures or changes in such ventures.
Such noticecould highlight a changein thestrategicdirection of anauthority and would
provide the Minister with an opportunity to respond. The responsible Minister may issue
guidelines on the extentof reportingheor sherequires under this clause.

23, It isexpectedthat theFinanceMinister’s Ordersissuedin accordancewith clause I
of Schedule I will require ex post notification of suchevents in the report of operations.

Clause 16 - Keeping responsible Minister and Finance Minister informed

‘ 24. This clause is based on section 47 of the AustralianPostalCorporationAct 1989
and similar provisions in enabling Acts of other authorities. It is different in that it also



7

allows the Finance Minister, as well as the responsible Minister, to obtain reports,
documents and information on the operations of an authority and its subsidiaries.

25. Where the Finance Minister requires reports, documents and information pursuant
to this clause, it is intended that, in the normal course, he or she will first consult with the
responsible Minister and, where appropriate, provide a copy of any report, document or
information obtained to the responsible Minister. Such consultative arrangements have
not beenincluded in the Bill becauseit is a long standing policy, affirmed by successive
governments, that, as a general rule, the intemal operations of government should not be
reflected in legislation.

Clause 17 - Corporate plan for GBE

26. The corporate plan is a key element in the Government’s accountability
arrangements applying to Government Business Enterprises (OREs). The plan is a
vehicle for GBEs to inform responsible Ministers about the strategic direction proposed
by the GBE, as well as providing a record of performance against previous plans. The
intention of this clause is to ensure that the directors of each GBEprepare, annually, a
corporate plan for provision to the responsible Minister and that the plan includes certain
minimum information specified in subclause (6). The clause would replace the equivalent
provisions in the enabling legislation of existing OREs. It is intended that, in the normal
course, the responsible Minister will consult with the FinanceMinister on suchthings as
financial targets anddividend policies.

27. Subclause (5) requires directors to keep the responsible Minister informed of
significant changes to the corporate plan and also matters that may significantly affect the
achievement of the objectives of the plan. This is consistent with current practicefor a
number of OREs and will facilitate the Government’s GBEaccountability requirements.
Subclause (8) will enable the responsible Minister to issue guidelines for use by the
directors in deciding which matters are covered by subclause(5).

28. Clause17 doesnotaddressactionarisingfrom responsibleMinisters’ consideration
of corporateplans. Any commentsor directionsin relationto thecontentsof corporate
plans would be madeby responsibleMinistershaving regard to the provisions, where
relevant,ofenablinglegislation.

Division 3- Banking,investmentetc

Clause18 - Bankinuandinvestment(authoritiesotherthan GBEsand SMAs)

29. This clauserequiresCommonwealthauthoritieswhich havenotbeenprescribedas
GREsor SMAs to pay all moneysreceivedinto an approvedbank. (The meaningof
“approvedbank” in sections63D and 631 of the AuditAct 1901 hasbeenextendedto
includethe ReserveRank of Australia and a bank establishedby or undera StateAct).
Any moneyssurplusto immediateoperationsmay be investedin the mannerspecified,
which includes any manner approved by the Treasurer. (The manner specified in
section63E of theAuditAct 1901 hasbeenextendedto include securitiesissuedby, or
guaranteedby, theCommonwealth,a StateorTerritory).
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Clause 19 - Banking and investment (GBEs and 5MM)

30. This clause requires Commonwealth authorities that have been prescribed as ODEs
or SMAs to pay all money received into a bank (which may not necessarily be an
approved bank). Any moneys surplusto immediateoperationsmay beinvestedin the
manner specified, which includes any manner that is consistent with sound commercial
practice. This is consistent with the existing practice of most ODEsand SMAs.

Clause 20 - Accounting records

31. The standards that accounting records must meet aregoverned by the information
ultimately required for the preparation and audit of financial statements and is based on
that used in the CorporattonsLaw. The Auditor-General must form an opinion on
whether the authority haskept accounting records as required and state particulars of any
contravention in the auditor’s report.

Division 4 - Conduct of executive officers

Clause 21 - Directors must disclose material personal interests

32. This clause provides for the disclosure by a director of a Commonwealth authority
of any material personal interest the director may have in any matter that is being
considered, or about to be considered, by the Board. It is broadly based on the
equivalent provision in the CorporationsLaw relating to public companies. It takes
account of recommendations of the Report of the Committee of inquiry into Public Duty
and Private interest (the “Bowen Con~mittee’). This committee recommended that, so far
as practicable, the provisions concerned be standardised.

Clause 22 - Executive officers must act honestly etc.

33. The purpose of this clause is to ensure that executive officers of Commonwealth
authorities are subject to comparable standards of conduct as executive officers of
companies.

34. Subclause (2) has a similar effect as subsection 232(4) of the CorporationsLaw.
The inclusion of the expression “a reasonable person” is intended to confirm that the
required standard of care and diligence is to be determined objectively. The subclause
obliges a Court to place the reasonable person “in a like position” with the relevant
executive officer. Accordingly, the special background, qualifications and management
responsibilities of the particular executive officer may be relevant in evaluating his or her
compliance with the standard of care. At the same time, such an evaluation should

recognise that decisions must be made on the basis of the circumstances at the time and
P without the benefit of hindsight.

35. Subclause (2) also obliges the Court to place the reasonable person in the position
of an executive officer “in the authority’s circumstances”. Thus, it recognises that what
constitutes the proper performance of the duties of an executive officer of a particular
authority is influenced by matters such as the state of the authority’s financial affairs, the
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size and nature of the authority, the urgency and magnitude of the problem, the
provisions of the authority’s enabling legislation, and the composition of the Board.

Clause 23 - ImDrooer use of inside information or position

36. This clause is similar in principle to the corresponding provisions in section 232 of
the Corporations Law, but without reference to “employee or former employee”.
Employeeswould generallybe “Commonwealthofficers” for thepurposesof the Crimes
Act 1914and subjectto theCrimesAct 1914 rulesconcerningimproperbehaviour.

37. The purposeof subclause(2) is to makeit clearthat an executive officer who is
alsoa public servantcannotbe in breachof subclause (I) merely because of anything he
or she may do in the normal course of his or her duties as a public servant. Such a person
will not be in breach of subclause (1) it for example, he or she discloses information,
acquiredby virtue of his or her position as an executiveofficer of anauthority,during
policy discussions with other public servants or the responsible Minister.

Clause24 - Liability of executive officer to pay compensation or damages

38. This clauseis similar in principle to the correspondingprovisionin section 232 of
theCorporationsLaw. Its purpose is to provide comparable liabilities for payment of
compensation to those faced by directors of companies. In addition, the purpose of
subclause (3) is to enable a Court, in proceedings under subclause (2), to relieve a person,
in whole or in part, from liability to account to the authority for a profit, or to
compensate the authority for loss or damage, resulting from a contravention of clauses 22
or 23, providing the person has acted honestly and, having regard to all the
circumstances, ought fairly to be excused for the contravention.

Clause25 - Otherobligationsand remediesnotaffected

39, Thisclauseis similar in principle to the correspondingprovisionin section232 of
theCorporationsLaw.

Clause26 - Restrictionson indemni~tingexecutiveofficers

40. This clauseis basedon section241 of the CorporationsLaw and providesthat,
subject to the exceptionsbelow, a Commonwealthauthority, or its subsidiary, is
prohibited from indeznni5’ing(either directly, or indirectly throughan interposedentity),
or exempting,a personwho is, or hasbeen,an executiveofficer of theauthority, from
liability incurredby thepersonin that capacity.

41. An executiveofficer maybeindemnifiedagainsta liability to anotherperson(other
thanthe authority or its subsidiary)providedthe liability doesnot ariseout of conduct
involving a lack of good faith. Thus an authority would, for example, be able to
indemnit~’a director in a situationwherehe or shewasnegligent and causedloss to a
third party in his or her capacityas a director. However, if the director actedwithout
good faith, the indenmity would not be permitted.

42. An authority may indenmify an executiveofficer againsta liability for costsand
expensesincurred in defendingcivil or criminal proceedingsin which judgementis given 4
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in favourof theexecutiveofficer or inwhich the executiveofficer is acquitted. However
the exceptiondoesnot apply to anysubstantiveliability which may be incurredasa resuLt
of theproceedings.

43. Subjectto the limitations imposedby clause26, Commonwealthauthoritieshave
thepowerto indenmi1~ya personwho is or hasbeenanexecutiveofficer againstliabilities
incurredby the personasanexecutiveofficer by virtueof subclause(3).

Clause27 - insurancepremiumsfor indemnityinsuranceof executiveofficers

44. This clauseis basedon section241A of the CorporationsLaw and providesthat,
subjectto the exceptionbelow, a Commonwealthauthority,or its subsidiary,is prohibited
from paying, or agreeing to pay (either directly, or indirectly through an interposed
entity) a premiumin respectof a contractwhich insures an executiveofficer (or former
executiveofficer) againsta liability arising out of conduct involving a wilful breachof
duty to the authority or a contraventionof clause23. Any contractof insurancewhich
insures a person in contraventionof this clause is void to the extent of such
contravention.(Theprohibitiondoesnotpreventa third partyfrom payingor agreeingto
payan insurancepremiumfor an executiveofficer.)

45. The clauseprovidesfor an exceptionto the prohibition wherean authority, or its
subsidiary,pays a premiumin respectofa contractinsuringan executiveofficer in respect
of a liability for costsor expensesincurredby the executiveofficer in defendingcivil or
criminal proceedings,whetheror not suchdefenceis successfbl.However,the exception
does not apply to any substantive liability that may be incurred as a result of the
proceedings.

46. Subject to the limitations imposedby clause27, Commonwealthauthoritieshave
the powerto insurea personwho is or has beenan executiveofficer againstliabilities
incurredby thepersonas anexecutiveofficerby virtue of subclause(4).

Division 5 - Miscellaneous

Clause28 - Compliancewith generalpolicies oftheGovernment

47. This clauseis basedon section48 of the AustralianPostalCorporationAct 1989
exceptthat it requiresthe responsibleMinister to first consultwith theBoardofDirectors
beforegiving them formal notification of governmentpolicies. Suchpolicies cannotbe in
conflict with any statutoryobligations of an authority. The clauseis intendedto cover
suchsituationsas, for example,tradecontactwith foreign countriesor equalemployment
opportunitypolicy.

) 48. in interpretingwhat is a generalpolicy ofthe Government,a reasonabletestwould
be whether the policy is capable of being applied to the majority of or all,
Commonwealthauthorities;if capableof beingappliedonlyto oneor avery few, it would
not reasonablyberegardedas falling within the meaningof “generalpolicies” and should,
if necessary,beaddressedin the authority’senablinglegislation.

49. Subclause(4) enablesthe responsibleMinister to exempt the directorsfrom
compliancewith the requirementof this clausein relation to specified activities. Its
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purposeis to recognise that it may not be appropriate for certain general Government
policies to be applied to all the activities of a particular authority or its subsidiaries. For
example, legal, political, cultural or other differences may make it inappropriate to require
an overseas subsidiary to comply with a particularGovernment policy.

50. it is expectedthat theFinanceMinister’s Orders issued in accordance with clause 1
of Schedule1 will requiredetailsof notificationsgiven to directorsunderthisclauseto be
included in the reportof operations.

Clause29 - Activities of subsidiaries

5]. The intention of this clauseis to give effect to a recommendationof the Senate
Standing Committee on Finance and Public Administration in the report “Government
Companies and their Reporting Requirements” that any authority be prevented from
conducting through subsidiaries any operations which are beyond the powers of the
authority (unless otherwise permitted by another Act).

Clause 30 - Aligning accounting periods of subsidiaries

52. This clause is based on section 290 of CorporationsLaw. It is necessary for an
authority and its subsidiaries to have common financial years in order to comply with
accounting standards and prepare financial statements which give a true and fair view for
the group as an “economic entity’.

Clause 31 - Exemption from requirement to align accounting periods of siih~idiaries

53. The power of the Finance Minister to grant a written exemption in relation to the
alignment of financial years of subsidiaries is based on that given to the Australian
Securities Commission under Section 290 of the CorporationsLaw.

54. It is expected that the Finance Minister’s Orders issued in accordance with clause 2
of Schedule I will require exemptions to be reported in the authority~ financial
statements.

Clause 32 - Audit committee

55. The establishment of audit committees is aimed at helping authorities and their
directors to comply with their obligations under the Act (e.g. by providing a forum for
communication between directors, senior managers and auditors). This is directed to the
enhancement of internal controls and the reliability of the financial statements of an
authority.

Clause 33 - Special rules for Commonwealth authorities established by regulations etc (
56. The corporate status of some existing bodies is conferredby regulation under
another Act or by an Ordinance of an External Territory, e.g. the International Centre for
Settlement of Investment Disputes (Regulation No. 42, 1991). This clause provides that
regulations under this Act may modify the way in which the Act applies to such bodies

where such application would be inappropriate.

1
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PART4- REPORTINGAND OTHEROBLIGATIONS FOR
COMMONWEALTH COMPANIES

Division i - Preliminary

Clai’~e14 - Mepning of “Commonwealthcompany” and “wholly-ownedCommonwealth

57. The purposeof the definitions in this clauseis to enable the Auditor-General’s
mandateto be appliedto all “Commonwealthcompanies”and requirethe tabling of their
annual reportsin Parliament,but to limit the general application of the companies
provisionsin the Bill to “wholly-ownedcompanies’

58. The effect is for Subdivision A to apply to all companies in which the
Commonwealthhasa direct controlling interestand for SubdivisionsB and C to apply
only to wholly-ownedCommonwealthcompanies.

D.iy.ision 2 - ReDortingObligations

SubdivisionA - Annualreportandrelatedobligations

Clause35 - Annual Rejçfl

59. The purposeof this clauseis to ensurethat the responsibleMinister is given a
wholly-ownedCommonwealthcompany’sannualgeneralmeetingdocumentsat least 14
days in advanceof each annualgeneralmeetingand that the responsibleMinister tables
the documentsin the Parliamentas soonaspracticableafter receivingthem. In the case
of Commonwealthcompaniesthat are notwholly-ownedthe Minister must table their
annualreportsas soonas practicableafter the annualgeneralmeeting. This requirement
recognisesthat, where there are shareholdersother than the Commonwealth, it is
reasonabletoallow all theshareholdersingeneralmeetingtheopportunityto considerthe
annualreportbeforeit is tabled.

60. if the audito?sreporton the financial statementsis preparedby an auditor other
than the Auditor-General,then the Auditor-Generalis to also preparea report on the
financial statementsusing thesameCorporationsLaw rules that were applicable to the
other auditor’sreport.

Clause36 - Audit of relevantsubsidiary’sfinancialstatements

61. Thisclauseapplies provisionsto Commonwealthcompaniesthat are equivalentto
thoseappliedto Commonwealthauthoritiesby clause12. its purposeis to ensurethat
theAuditor-Generalauditsthefinancial statementsof all subsidiarieseventhoughanother
auditormay havebeenappointedasauditorofthe subsidiary.
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SubdivisionB - Otherreportingobligations

Clause37 - Interim financial statements

Clause38 - Estimates of receipts and expenditure

Clause39 - Responsible Minister to be notified of signiticant events

Clause40- KeepingresponsibleMinisterandFinanceMinisterinformed

Clause41 - CorporatePlanfor GRE

62. These clausesapply to wholly-owned Commonwealthcompanies. They create
equivalentobligations to those appliedto Commonwealthauthoritiesby, respectively,
clauses13, 14, 15, 16 and 17. (However, when readingparagraph28 abovein the
contextof companies,thereferenceto enablinglegislationshouldbe readas a reference
to memorandaandarticlesof association).

SubdivisionC - Miscellaneous

Clause42 - Compliance with general policies of the Government

Clause43 -Audit committee

63. Theseclausesapply to wholly-owned Commonwealthcompanies. They create
equivalentobligations to those applied to Commonwealthauthoritiesby, respectively,
clauses28 and32.

PARTS-MISCELLANEOUS

Clause44 - Ministersmust inform Parliamentof shareacquisitionsetc.

64. This clausegives effect to the Government’sresponseto a recommendationof the
Senate Standing Committee on Finance and Public Administration in their report
“Government Companies and their Reporting Requirements’. It relates only to

companiesin which the Commonwealthhasor acquiresa direct interestand doesnot
relate to interestsin companieswhereanotherbody corporateis interposedbetweenthe
Commonwealthand thecompany(ie it doesnotapply to subsidiariesof Commonwealth
authoritiesor companies).

Clause45 - Companiesconductedfor thepurposesof intelligenceor securityagencies

65. Thisclauserecognisesthat, for certainaspectsof the operationsof the intelligence
and securityagencies,it may be neither practicablenor desirable(from an operational
viewpoint) for proceduresincluded in the range of reporting and accountability
requirementsapplicable to Commonwealthcompaniesto be applied to companies
conductedfor the purposesof the intelligenceand securityorganisations.
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Clause46 - Finance Minister’s Orders

66. Although Orders cannotcreateoffences, the Act createsoffences for failing to
comply with ruleswhosedetailsare in theOrders.

Clause47- Regulations

67. This clausepermits theGovernor-Generalto makeregulationsprescribingmatters
asrequiredor permittedby this Bill or which arenecessaryorconvenientfor thecarrying
out of theprovisionsof the Bill. In particular,the regulationsmay require the provision
of financialstatements,estimatesor other informationby overseascorporationsinwhich
the Commonwealthhas a controlling interest. The purposeof this clause is to take
accountof intereststhat theCommonwealthmay acquirein thethture.
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SCHEDULE I - ANNUAL REPORTFORCOMMONWEALTH AUTHORITY

Division 1- Contentsof annualreport

ClauseI - Summaryof contents

1. Theannualreportmay include mattersotherthanthosespecifiedin this clause, for
example,mattersthat anotherAct, orMinisterial guidelines,requireto beincluded.

Clause2 - Financial statements

2. This clauseinsertsa quality standardrequiring financial statementsto give a “true
and fair view” of the mattersrequiredby Orders issuedby the FinanceMinister. The
current “Guidelines for Financial Statementsof Public Authorities and Commercial
Activities” issued by the FinanceMinister are expectedto form the basis of Orders
relatingto financialstatements.Thoseguidelineshavebeenreviewedannuallysincetheir
inceptionin 1983 and reflectcurrentaccountingstandardsandbusinesspractices.

Division 2 - Auditor’s reDort on financial statements

Clause3 - Whetherthestatementscomply with theFinanceMinister’s Orders

3. This clauseis intendedto have a similar effect to sub-section33lB(l) of the
Corporationslaw.

Clause4 - Properaccountingrecordsnotkept

4. Thisclauseis basedon section33 IE(1) and(2)(b) of the CorporationsLaw.

Clause5 - Inadequateinformation and explanations

5. Thisclauseisbasedon section33 lE(1) and(2)(a) of theCorporationsLaw.

Clause6 - Subsidiaries’financial statements

6. Thisclauseisbasedon section331C of theCorporationsLaw.

Clause7 - Deficienciesin consolidation

7. Thisclauseis basedon section33 lE(2)(d) of theCorporationsLaw.
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