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`Report on Advances provided under the annual Appropriation Acts for the year ended 30 June 2020

[bookmark: Introduction][bookmark: _Toc50124398]Introduction
Advances to the Finance Minister (AFM) under the annual Appropriation Acts enable urgently required allocations to be issued to entities during the year. They are issued by a Determination made by the Minister for Finance (Finance Minister) up to a statutory limit in the annual Appropriation Acts.
Given the unique and evolving nature of the COVID-19 pandemic and the associated uncertainty around the Government’s necessary response, Parliament supported extraordinary AFM provisions in 2019-20 and in the 2020-21 Supply Acts.
This Report discloses details of the seven AFMs provided during the 2019‑20 financial year.
The Australian National Audit Office (ANAO) has issued the Finance Minister an Independent Review Report regarding this Annual Report and the Department of Finance’s controls around AFM administration in 2019-20. A copy of the ANAO’s Report is provided at Attachment A to this Report.
Additionally, the ANAO has committed to conducting monthly AFM assurance reviews from April 2020, with the objective of providing Parliament with timely assurance on AFMs made under the Government’s stimulus package response to COVID-19. 
Each of the monthly ANAO AFM reports is available at:
https://www.finance.gov.au/publications/advance-to-the-finance-minister

[bookmark: _Toc50124399]Overview for 2019‑20
There were seven AFMs provided to entities in 2019-20. The AFMs, together with the related expenditure and the amounts underspent, can be summarised as follows:

	AFM
No.
	
	Entity
	Advance Provided
($’000)
	Expenditure
($’000)
	Underspend
($’000)

	1
	
	Department of Health
	100,000
	100,000
	0


	2
	
	Department of Health
	200,000
	200,000
	0


	3
	
	Department of Health
	800,000
	800,000
	0


	4
	
	Department of Health
	400,000
	400,000
	0


	5
	
	Department of Health
	380,000
	380,000
	0


	6
	
	Department of Industry, Science, Energy and Resources
	2,500
	0
	2,500


	7
	
	Department of Industry, Science, Energy and Resources
	91,500
	0
	91,500

	Total
	
	
	1,974,000
	1,880,000



























	94,000



An explanation of the AFM underspends is provided in the section ‘Advances made in 2019-20 to the Department of Industry, Science, Energy and Resources’.



[bookmark: _Toc50124400][bookmark: Machinery_of_Government_changes][bookmark: Overview_for_2012-13]Authority and AFM available in 2019-20 
For 2019-20, $42,975 million in total AFM provisions were made available, across Appropriation Acts 2019-20 (Nos. 1 to 6) and Appropriation (Coronavirus Economic Response Package) Acts 2019‑20 (Nos. 1 and 2).
[bookmark: OLE_LINK1][bookmark: OLE_LINK2]The sections of the Appropriation Acts which enable the use of AFMs are specific to the relevant Act, for the relevant year. In 2019-20, the relevant sections and the amounts available under them, were:

$17,095 million was provided for the ordinary annual services of government, across the following annual Appropriation Acts:

· Section 10 of Appropriation Act (No. 1) 2019-2020 – $295 million

· Section 10 of Appropriation (Coronavirus Economic Response Package) Act (No. 1) 2019‑2020 – $800 million

· Section 10 of Appropriation Act (No. 5) 2019-2020 – $16,000 million 
· Allocations from the AFM provision in Annual Appropriation Act (No. 5) 2019‑2020 reduce the AFM available to be allocated in the 2020-21 financial year under section 10 of Supply Act (No. 1) 2020-2021 - $16,000 million – by a corresponding amount


$25,880 million was provided for the non-ordinary annual services of government across the following annual Appropriation Acts:

· Section 12 of Appropriation Act (No. 2) 2019-2020 – $380 million, plus $300 million reset by Appropriation Act (No. 4) 2019-2020
· Section 12 of Appropriation Act (No. 4) 2019-2020 reset the AFM of Appropriation Act (No. 2) 2019-2020 to $380 million. Prior to royal assent of Appropriation Act (No. 4) 2019-2020 on 26 March 2020, two AFMs totalling $300 million had been issued to the Department of Health (details set out in the section ‘Advances made in 2019-20 to the Department of Health’)

· Section 12 of Appropriation (Coronavirus Economic Response Package) Act (No. 2 ) 2019‑2020 – $1,200 million

· Section 12 of Appropriation Act (No. 6) 2019-2020  – $24,000 million
· Allocations from the AFM provision in annual Appropriation Act (No. 6) 2019‑2020 reduce the AFM available to be allocated in the 2020-21 financial year under section 12 of Supply Act (No. 2) 2020-2021 - $24,000 million – by a corresponding amount. As such, following AFM No. 7 of 2019-2020, the AFM available under Supply Act (No. 2) 2020-2021 on 1 July 2020 commencement was $23,908.5 million
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[bookmark: _Toc50124401]Eligibility requirements and transparency
An Advance may only be issued if the Finance Minister is satisfied that:
1) there is an urgent need for expenditure that is not, or is insufficiently, provided for in the relevant Appropriation Act; and
2) the additional expenditure is required due to:
a) an erroneous omission or understatement in that Act; or
b) the additional expenditure was unforeseen until after the last day on which it was practicable to provide for it in the relevant Bill for that Act (before the relevant Bill was introduced into the House of Representatives).

An Advance made by the Finance Minister, has effect on the Appropriation Act concerned as if the Schedule to the Act was amended in accordance with the Determination. Accordingly, these Determinations are legislative instruments under the Legislation Act 2003, registered on the Federal Register of Legislation and tabled in the Parliament. They are each accessible at https://www.legislation.gov.au under the heading “Legislative Instruments”.
A copy of this report is available through the Department of Finance website at: 
http://www.finance.gov.au/publications/advance-to-the-finance-minister
Guidelines on Advances are available under Part 7 – Provisions for appropriation advances, in the Guide to Appropriations (RMG 100), through the Department of Finance website, at: https://www.finance.gov.au/publications/resource-management-guides/guide-appropriations-rmg-100#-part-7-provisions-for-appropriation-advances-

[bookmark: Authority]
[bookmark: Eligibility_requirements_and_transparenc][bookmark: Replenishment_of_the_Advance_in_2012-13][bookmark: Avoiding_appropriation_duplication][bookmark: Improvements_to_the_drafting_of_Advance_][bookmark: Advances_made_in_2012-13][bookmark: _Toc50124402]Advances made in 2019-20 to the Department of Health

	Portfolio
	Health

	Entity
	Department of Health

	Outcome
	Outcome 5 – Protection of the health and safety of the Australian community and preparedness to respond to national health emergencies and risks, including through immunisation, initiatives, and regulation of therapeutic goods, chemicals, gene technology, and blood and organ products

	Program
	Health Protection and Emergency Response



	Sequence
	Enabled by
	Legislative Instrument
	Appropriation item
	Amount ($m)
	Underspend ($m)

	AFM No. 1 of 2019-2020
4 March 2020
	Section 12 of Appropriation Act (No. 2) 2019-2020
	F2020L00220
	Administered assets and liabilities item
	100.00
	0.00

	AFM No. 2 of 2019-2020
9 March 2020
	Section 12 of Appropriation Act (No. 2) 2019-2020
	F2020L00235
	Administered assets and liabilities item
	200.00
	0.00

	AFM No. 3 of 2019-2020
3 April 2020
	Section 12 of Appropriation (Coronavirus Economic Response Package) Act (No. 2) 2019‑2020
	F2020L00402
	Administered assets and liabilities item
	800.00
	0.00

	AFM No. 4 of 2019-2020
9 April 2020
	Section 12 of Appropriation (Coronavirus Economic Response Package) Act (No. 2) 2019‑2020
	F2020L00421
	Administered assets and liabilities item
	400.00
	0.00

	AFM No. 5 of 2019-2020
9 April 2020
	Section 12 of Appropriation Act (No. 2) 2019-2020
	F2020L00422
	Administered assets and liabilities item
	380.00
	0.00

	Total of AFMs 1-5
	
	
	
	1,880.00
	0.00






[bookmark: _Toc50124403]Explanation of Requirement
Additional funding was provided through AFMs (Nos. 1 and 2 of 2019-2020) on 4 and 9 March 2020 to enable the Department of Health to fund the procurement of masks and other emergency medical or emergency health equipment for the National Medical Stockpile as part of the Australian Health Sector Emergency Response Plan for the virus then known as Novel Coronavirus.
The additional expenditure was unforeseen until after the last day on which it was practicable to provide for it in Appropriation Bill (No. 4) 2019‑2020 (the Bill), before it was introduced into the House of Representatives. The Bill was introduced into the House of Representatives on 13 February 2020.
Additional funding was provided through AFM No. 3 of 2019-2020 on 3 April 2020 to enable the Department of Health to fund the further procurement of masks and other emergency medical or emergency health equipment to address the unforeseen scale of the COVID-19 spread across the globe and possible shortages due to global demand and domestic manufacturing capability.
The additional expenditure was unforeseen until after the last day on which it was practicable to provide for it in Appropriation (Coronavirus Economic Response Package) Bill (No. 2) 2019-2020 (the Coronavirus Bill), before it was introduced into the House of Representatives. The Coronavirus Bill was introduced into the House of Representatives on 23 March 2020.
Additional funding was provided through AFMs (Nos. 4 and 5 of 2019-2020) on 9 April 2020 to enable the Department of Health to fund the further procurement of masks and other emergency medical or emergency health equipment to address the unforeseen scale of the COVID-19 spread across the globe and possible shortages due to global demand and domestic manufacturing capability.
The additional expenditure was unforeseen until after the last day on which it was practicable to provide for it in Appropriation Bill (No. 6) 2019‑2020 (the Bill), before it was introduced into the House of Representatives. The Bill was introduced into the House of Representatives on 8 April 2020.

[bookmark: _Toc50124404]Explanation of Underspend 
Each AFM allocated to the Department of Health was fully spent. 

[bookmark: _Toc50124405]Advances made in 2019-20 to the Department of Industry, Science, Energy and Resources

	Portfolio
	Industry, Science, Energy and Resources

	Entity
	Department of Industry, Science, Energy and Resources

	Outcome
	Outcome 3 – Support the affordable, reliable, secure and competitive operation of energy markets for the long term benefit of the Australian community through improving Australia's energy supply, efficiency, quality, performance and productivity

	Program
	Energy



	Sequence
	Enabled by
	Legislative Instrument
	Appropriation item
	Amount ($m)
	Underspend ($m)

	AFM No. 6 of 2019-2020
23 April 2020
	Section 10 of Appropriation Act (No. 1) 2019-2020
	F2020L00467
	Administered item, Outcome 3
	2.50
	2.50

	AFM No. 7 of 2019-2020
23 April 2020
	Section 12 of Appropriation Act (No. 6) 2019-2020
	F2020L00468
	Administered assets and liabilities item
	91.50
	91.50

	Total of AFMs 6-7
	
	
	
	94.00
	94.00



[bookmark: _Toc50124406]Explanation of Requirement
To increase Australia’s fuel security at the lowest cost available, the Australian Government sought to urgently purchase fuel stocks while prices were at historic lows. Additional funding was provided through AFMs (Nos. 6 and 7 of 2019-2020) on 23 April 2020 to enable the Department of Industry, Science, Energy and Resources to lease storage in the United States Strategic Petroleum Reserve and for purchases of oil stocks.
The additional expenditure was unforeseen until after the last day on which it was practicable to provide for it in Appropriation Bill (No. 5) 2019‑2020 and Appropriation Bill (No. 6) 2019‑2020 (the Bills), before they were introduced into the House of Representatives. The Bills were introduced into the House of Representatives on 8 April 2020.

[bookmark: _Toc50124407]Explanation of Underspend 
Allocation of AFM funding to the Department of Industry, Science, Energy and Resources in 2019‑20 allowed the Australian Government to negotiate and enter contracts for the purchase and storage of oil while prices were at historic lows.
Following successful contract negotiations during 2019-20, the oil purchase settled on 3 July 2020, after the commencement of the 2020-21 Supply Acts on 1 July 2020. The 2020-21 Supply Acts provided sufficient appropriation to cover this purchase.
The 2019-20 AFMs allocated to the Department of Industry, Science, Energy and Resources for the purchase and storage of oil ($94 million across two AFMs) were therefore not accessed and consequently lapsed on 30 June 2020.



[bookmark: _Toc50124408][bookmark: AttachmentA]ATTACHMENT A: Independent Review Report – ANAO 
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INDEPENDENT LIMITED ASSURANCE REPORT

To the Minister for Finance
Conclusion

Based upon the procedures performed and the evidence | have obtained, nothing has come.

to my attention that causes me to believe that, in al material respects:

(2) the Department of Finance’s Report on Advances Provided under the Annual
Appropriations Acts for the year ended 30 June 2020 (Report on AFM) does not present
fairly the Overview for 201820 and Advances made in 2019-20 to the Department of
Health and the Department of Industry, Science, Energy and Resources based on the,
criteria outlined in this report;

{b) the controls related to the Department of Finance’s administration of Advances to the
Finance Minister were not suitably designed to achieve appropriate approval, recording
‘and reporting of Advances to the Finance Minister during the year ended 30 June 2020;
and

(€] the controls did not operate effectively as designed during the year ended 30 June 2020.

My limited assurance conclusion has been formed on the basis of the matters outlined in this

report.

Scope and criteria

1 have conducted a imited assurance engagement on the Department of Finance’s Report on

AFM, in order to express a conclusion on the Overview for 2018-20 and Advances made in

the 2019-20 financial year based on the following criteri

© Has the Department of Finance accurately reported the total of the ‘Advances Made'
and the ‘Amount Underspent'in the Report on AFM, in agreement with the Advance to
the Finance Minister Determinations Nos. 1 to 7 of 2018-20202

* Has the records retained by the Department of Finance supported the results of
“Expenditure’ and ‘Underspend' balances presented in the Report on AFM?

The limited assurance engagement also addresses the design and operating effectiveness of
controls within the Department of Finance system throughout the year ended 30 June 2020
relevant to the following control objectives:

« applications for the AFM are only approved where the applying Commonwealth entity
provides sufficient information to support compliance with the criteria set out in the
Annual Appropriation Acts;

+ accounts and records, particularly in respect of the applications for the AFM made are
adequately maintained; and
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* accounts and records are appropriately reflected in the preparation of the Report on
AFM in accordance with the relevant legislative instruments and supporting documents
for the expenditure.

Basis for conclusion

| have conducted a limited assurance review in accordance with the ANAO Auditing
Standards, which include the relevant Standards on Assurance Engagements ASAE 3000
Assurance Engagements other than Audits o Reviews of Historical Financial Information and
ASAE 3150 Assurance Engagements on Controls.

I believe that the evidence | have obtained is sufficient and appropriate to provide a basis for
my conclusion.

‘The responsibilities of the Secretary of the Department of Finance

‘The Secretary of the Department of Finance is responsible for the administration of the AFM,
the preparation of the above-mentioned Determinations and maintenance of supporting
‘accounts and records relevant to the reporting of the AFM in accordance with Appropriation
Acts Nos. 1 to 6 2019-2020 and Appropriation (Coronavirus Economic Response Package)
Acts Nos. 1 and 2 2019-2020.

The Secretary is also responsible for such internal control procedures as the Secretary
determines necessary to enable the administration of the AFM and preparation of the above-
mentioned Determinations that are free from material misstatement, whether due to fraud

Independence and Quality Control

1 have complied with the independence and other relevant ethical requirements relating to
‘assurance engagements, and applied Auditing Standard ASQC 1 Quality Control for Firms that
Perform Audits and Reviews of Financial Reports and Other Financial Information, Other
Assurance Engagements and Related Services Engagements in undertaking this assurance
Responsibilties of the Auditor-General

My responsibiity is to express a limited assurance conclusion on the Overview for 2019-20
and Advances made in 2019-20 presented in the Report on AFM and the design and operating
effectiveness of the Department of Finance’s controls related to AFM, based on my
procedures

ASAE 3000 and ASAE 3150 require that | comply with ethical requirements applicable to
‘assurance engagements and plan and perform procedures to obtain limited assurance about
whether anything has come to our attention that, in all material respects, the Overview for
201920 and Advances made in 2019-20 presented in the Report on AFM was not fairly
presented s at 30 June 2020 in accordance with the criteria outlined in this report and that
the controls were not suitably designed and operated effectively to achieve identified control
objectives.

An assurance engagement to report on the design and operating effectiveness of controls
involves performing procedures to obtain evidence about the sultability of the design of
controls to achieve the control objectives and the operating effectiveness of controls
throughout the period.
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The procedures performed in a limited assurance review vary in nature and timing from, and
areless in extent than for, a reasonable assurance engagement and consequently the level of
‘assurance obtained in a limited assurance review is substantially lower than the assurance
that would have been obtained had a reasonable assurance engagement been performed.
Accordingly, | do not express a reasonable assurance opinion on the reporting of the AFM or
on the internal controls.

1 have conducted my limited assurance review by making such enquiries and performing such
procedures | considered reasonable in the circumstances, including:

 making enquiries of management and others within the entity, as appropriate;
 examining the internal control design specifications and documentation;

« examining supporting documentation for determinations; and

* evaluating the evidence obtained.

‘The procedures selected depend on my judgement, including the assessment of the risks that
the reporting of the AFM s not complete and accurate o the controls are not sutably
designed, implemented or operating effectively.

Limitations of Controls.

Because of the inherent limitations of an assurance engagement, together with the internal
control structure it s possible that, even if the controls are suitably designed and operating
effectively, the control objectives may not be achieved so that fraud, error, o non-compliance
with laws and regulations may occur and not be detected. Further, the internal control
structure, within which the controls that | have assured are designed to operate, has not been
‘assured and no opinion is expressed as to its design or operating effectiveness.

Alimited assurance engagement throughout the specified period on operating effectiveness
of controls is not designed to detect all nstances of controls operating ineffectively as t is not
performed continuously throughout the period and the tests performed are on a sample
basis. A limited assurance engagement throughout the specified period does not provide
‘assurance on whether complete and accurate reporting of the AFM or the outcome of the
‘evaluation of controls will continue in the future.

Australian National Audit Office:
1

Bola Oyetunji
Senior Executive Director
Delegate of the Auditor-General
Canberra

9 October 2020
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