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There have always been claims that governments and the public service are

reluctant to release information to the public. The introduction of Freedom of

Information Legislation in Tasmania in 1991 was supposed to end much of

this speculation by making information available. However the claims of

excessive secrecy have, if anything, increased in recent years. So the question

must be asked who really benefits from this secrecy.

There must always be some level of oversight of the handling and provision

of information. Clearly much information that is collected by the public

service must be kept confidential either for privacy or commercial reasons.

However, the decision of what legitimately falls within this category and

what could be released without compromising the necessary privacy issues

can not lie solely with the public service or government.

Who can act in this role of oversight?

• Auditor-General

• Ombudsman

• Appeal tribunals

• Parliament

• Public Accounts Committee

This paper is not going to attempt to propose solutions, but instead will raise

a number of issues for discussion. Clearly the best solutions will vary

between jurisdictions and the circumstance that apply at any particular time.

It is often suggested that there appears to be a systemic culture of secrecy both

in bureaucracy and government, regardless of party in power.

Is the reluctance to release information due to a conscious decision or just a

culture of complacency and risk adverse behaviour?



It is also claimed that many of the conspiracy theories and mistrust that

follow the announcement of almost any major project may be avoided if there

was full public disclosure. It is unclear that this view is correct however

release of information should be the first course and only not occur if the

public interest is served by confidentiality. This is not likely to happen for a

number of reasons ranging from the question of resources required to provide

the information, to a fear of reprisal if information is incorrectly released. You

are unlikely to be criticised for not releasing information but certainly will be

for releasing sensitive information inadvertently.

Issues in Tasmania:

The issues discussed above are well illustrated by two recent events in

Tasmania. These are the installation and eventual government ownership of a

fibre optic cable and the passage of legislation establishing a State owned

company to run the Bell Bay power station.

Optic Fibre Cable

Public concern over why the Government needed to buy the cable back was

considerable. The deal appeared to many to be very favourable to the private

company that installed the cable (Downer EDI). There was little in way of

explanation from government or the public service over why the deal was

done and how the contract came to exist in its final form.

To illustrate this lets examine a selection of media headlines between March

and October 2003. A reference to the Public Accounts Committee was made

23 May 2003.

"Claims of secret deal on fibre-optic cable ", Advocate 21 March 2003.

"Fears of cable firm buy-out", Mercury 9 April 2003.



"Lennon refuses fibre-optic questions", Examiner 11 April 2003.

"Tight-lipped on liability", Advocate 11 April 2003.

"$23 million cable shock", Examiner 16 May 2003.

"Experts line up to criticise cable plan", Examiner 17 May 2003

"Cable bill of $100m feared", Mercury 22 May 2003.

"The cable: where will it end?", Sunday Examiner 25 May 2003 (article by Rod

Scott now head of Premiers office).

"Call for govt to 'come clean'", Advocate 30 May 2003.

"$23bm cable project 'may be worth $4m'", Advocate 26 June 2003.

"Big think over cable choices", Mercury 4 October 2003.

Through out all of this the government and public service released no

information on the deal or the process that lead to the contract with Downer

EDI. This in large part lead to the public concern that the deal was either a

big "stuff up" or that there was a secret deal that was being covered up.

The Public Accounts Committee inquiry into the deal was started in early

August with advertising for submissions from interested parties.

The Terms of Reference referred to the PAC from Legislative Council:

In particular but without limiting its general powers the Committee
was required to inquire into:

(a) the due diligence process undertaken by the Government;
(b) the terms of any contract between Downer EDI and the
Government which has brought about the intended purchase of the
fibre optic cable by the State Government; and
(c) any investigative work undertaken prior to the cable being laid
and/or negotiations undertaken which led the Government to enter
into a deal with Downer EDI.

An interesting aside is that the committee in response to the advertisement

received no submissions. This may suggest that although there was

considerable political and media interest there was little or no public concern.

Another possibility is that the lack of "any" public information and the



complex technical issues involved meant that the general public felt unable to

contribute. More interestingly was the total lack of submissions from

industry players or the government that in some minds reinforced a

conspiratorial view of the fibre optic cable deal.

The PAC wrote to the Treasurer to obtain the information needed to answer

the reference before the committee. There was agreement that the

information would be provided however it took 10 months and a number of

further requests before the information was received. This again fuelled

speculation over the nature of the deal and the level of due diligence

undertaken before the deal was entered into. In addition a view was

expressed that the government was hoping that the issue would be forgotten

or that a purchaser could be found to make the deal appear more prudent, a

view supported by a government press release suggesting a deal was

imminent.

"Tassie coup in plans for new network", Mercury 22 August 2003.

There is no indication that these matters have been progressed in the

following 15 months.

The committee eventually received most of the documents it required. After

analysis of this material it was concluded that the process that was followed

leading up to signing of the contract and subsequent events that lead to the

government purchasing the cable were reasonable.

The following are extracts of the conclusions in the final report of the PAC:

".. .the due diligence process undertaken by the Government was
conducted satisfactorily."



".. .terms of the contracts between Downer EDI and the Government
which brought about the purchase of the FOC by the Government were
unambiguous in relation to the obligations placed on both parties. The
Committee also finds that the purchase of the FOC was conducted in
accordance with the terms of the contracts."

".. .the investigative work undertaken prior to the cable being laid was
conducted satisfactorily. In the case of the negotiations undertaken
which led the Government to enter into a deal with Downer EDI, the
Committee finds that the lack of evidence involving the negotiations
does not raise any significant issues of public concern."

Source: Public Accounts Committee Report, Inquiry Into the Purchase Of Fibre Optic
Cable October 2004.

Following the report finding little problem with the deal, the concern has now

tended to focus on the second stage rollout.

"Hodgman claims concern at delays in optic-fibre tenders", Examiner 6

December 2004.

Bell Bay Bill 2004:

During the second half of 2004 the government introduced a piece of

legislation to establish a state owned company to run the Bell Bay Power

Station. This was required to meet the competition requirements for entry in

to the national electricity market. The legislation potentially has a major

impact on both the government owned Hydro, which currently owns the

power station, and the new government business that will finally own the

power station. There was considerable interest in Parliament in the financial

arrangements involved in this transfer, especially the existing contracts and

debt.

The following extract from Hansard of the debate illustrates the problems

faced by the politicians in feeling that the deal would be fully transparent.



"Mr WILL HODGMAN - Can I just ask, Premier, how you expect transparency will

be possible, given that presumably the detail of the due diligence process will not be

publicly available or commercial sensitivities will be exposed? How do you envisage

enabling the Tasmanian taxpayers, the Parliament and any other interested parties to

scrutinise those matters.

Mr LENNON - There are a number of ways we can do it: one is by way of ministerial

statement. What I am saying here is that I cannot see any reason - certainly nothing

has been presented to me yet to lead me to believe to the contrary - why we would

not be able to disclose publicly which contracts landed where. I just cannot see, for the

life of me, why we would not be able to disclose that, and that is why I am confidently

telling you that we will be able to. How will we do that? There could be a number of

methods by which that could be done, and of course it would be - and I know we will

discuss this later - open to the Public Accounts Committee to look at the matter. It

would be open to the Budget Estimates and also to government business scrutiny. I

think that we would offer public advice at the time to indicate to you and to the

public more generally which contracts landed where and what the arrangements are

for the split-up, to the extent that we are able.

I imagine there will be a lot of disclosure with just most likely the value of some of

these contracts, if not all of them - I am not sure up- front - not being able to be

disclosed because of their commercial nature. I am sure you will understand why

particularly some of these matters that we are talking about now would impact very

much on the competitive environment involved. But I cannot see what the problem is

in telling you that contract A remained with Hydro rather than being transferred. In

fact that information would obviously be available in annual reports, anyway."

Source: House of Assembly Hansard; Thursday 30 September 2004 - Part 2.

As can be seen from the above exchange there is no clear answer on how the

information required to assess the proposed undertaking will be made

available. The Premier basically states that the information will probably be

made available by some process at some time and with an unknown amount

of detail. This is totally unsatisfactory. The Parliament needs to be assured

that it will be able to properly assess the proposed changes. It is obvious that



there is no clear process by which this happens. This is not meant as a

criticism of the current Premier or Government, but instead illustrates the

need for a better defined and more transparent. Examples could have been

obtained from virtually any past year that would have illustrated the same

issues.

It is true that the PAC or Auditor-General or even other Parliamentary

Committees can examine the process (generally after the fact) however this is

at the discretion of these bodies not an automatic process. We should never

be in the position where the best response to a question over transparency

and accountability is "trust me".

This lack of clarity in the process of disclosure at the highest level in

Government leads to a lack of commitment to openness and transparency in

the bureaucracy. If the attitude in government is we will keeps this secret

unless you come and get it, the public service will become imbued with a

similar culture. This results in information that could readily be made public

being kept secret unless it is explicitly extracted. The outcome of this is a

growing public scepticism and a fertile breading ground for conspiracy

theories.

Conclusion

As can be seen from the above discussion there is a problem with the

mechanisms to make information public. The system appears to be ad hoc.

The projects tend to get scrutiny only after there is a public controversy or

other issue. Clearly there can be no procedures put in place that will make

everyone happy that it is fully transparent. However a system could be put in

place to allow the information that is kept confidential to be subject to

scrutiny over the reasons this is necessary.



A good example of how disclosure may take the heat out of an issue is the

Optic Fibre Cable installed in Tasmania. The Public Accounts Committee

examined the issue to investigate a widely held view that the process had

been badly handled by the government and public service. After thorough

examination of the deal the PAC found no problems. Since that time the deal

has not been the subject of media or public concern. Although it is obviously

not possible to know if making the information publicly available earlier

would have had the same result but it is likely that it would have.

Clearly for information to be scrutinised it must be known to exist. Therefore

if a system is to be put in place it must have a database, or similar, of all

substantial government contracts that can be accessed as need by the body or

bodies monitoring the system.

One option would be for this information to be made available to the PAC,

possibly as a summary list? The PAC could then request further information

on particular contracts or projects as required.

Some of the obvious issues remaining are:

• The resources needed to undertake this function not to be sufficient

• Can the required degree of confidentiality of information provided be

guaranteed?

• How would this impact on the workload of PAC?

Clearly some system needs to be developed to allow the public to be

reassured that the government and public service are not the sole adjudicator

on the release of information. It is essential that the requirement that

information be kept confidential is independently tested.
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Harmonisation of
GFS/GAAP Financial

Arrangements
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Victoria

February 2005



The Board should pursue.... the
harmonisation of GFS and GAAP
reporting. The objective...achieve
an Australian accounting standard
for a single set of Government
reports which are auditable,
comparable between jurisdictions,
and in which the outcome
statements are directly comparable
with the relevant budget
statements."

December 2002

Auditing in the Public



To develop a single reporting
framework designed to meet
accounting and economic reportin;
needs and reduce confusion over
which numbers are reported by
Governments.

AASB project m
• Phase 1 - Whole of Government reports

2 - General. Government entities
3 - Other public bodies including

Non-budget sector entities, Local
Government & Universities

• HOTARAC & PAP groups

Auditing in the Public



Conceptual
• Economic entity - Comprehensive under

GAAP
• Importance of budget reporting
• Concept of control

Technical
m Different treatments of particular

transactions - e.g.
• Capitalization of Defence assets
m Provision for uncollectable

receivables
• Prior period adjustments
• Foreign exchange gains/losses
• Distributions from controlled

entities.

Auditing in the Public



Hastened by the decision by
Australia to adopt IFRS for
financial reporting periods
commencing on or from 1
January 2005.

Affects thinking in preparation of
2005/06 budgets.

AASB hoping to release an
by April 2005.

Auditing in the Public



• Separate General Government
Sector report

• That report will seek to meet both
GFS and GAAP Reporting needs.

• Measurements will retain GAAP
& show GAAP & GFS
transactions/flows on the face of
the Operating Statement,

• GFS aggregates (e.g. fiscal
balance) shown on the face of the
Operating Statement;

Auditing in the Public



1. Current Practice
(a)GAAP report
(b) GFS report
(c) Reconciliation

2, Proposed Converged
statements (example)
(a) Operating statement
(b) Balance sheet

Auditing in the Public



Revenues
Taxation

Incorre taxation
Indirect taxation
Fringe benefits tax
Other taxes

Total taxation revenue

Non-taxation
Sales of goods and services
Interest and dividends
Net foreign exchange gains
Proceeds from the sale of assets
Other sources of non-taxation revenue

Total non-taxation revenue
Total revenue
Expenses
Goods and services

Employees
Suppliers
Depreciation and amortisation
Net w ritedow n of assets
Value of assets sold
Other goods and services expenses

Total goods and services

Subsidies benefits and grants
Personal benefits
Subsidies
Grants

Total subsidies benefits and grants

Borrow ing costs
Interest
Other borrow ing costs

Total interest and other borrowing costs
Total expenses

Operating result

2003-04
Qutcorre

$m

142,067
27,692
3,277
1,791

174,826

4,380
7,415

599
1,497
4,006

17,897
192,723

20,246
14,244
3,747
5,208
1,003
7,762

52,209

85,339
9,944

36,277
131,560

5,787
31

5,818
189,587

3,136
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2003-04
Outcome

$m
GFS revenue
Taxation revenue
Qjrrent grants and subsidies
Sales of goods and services
Merest income
Dividend income
Other
Total GFS revenue

GFS expenses
Gross operating expenses

Depreciation
Superannuation
Salaries and wages
F&yrrent for supply of goods and services

Other operating expenses
Total gross operating expenses
Nominal superannuation interest expense
Other interest expenses
Other property expenses
Current transfers

Grant expenses
Subsidy expenses
Ftersonal benefit payrmnts in cash
Other current transfers

Total current transfers
Capital transfers
Total GFS expenses

Nest operating balance(a)

Net acquisition of non-financiai assets
Rjrchases of non-financial assets
less Sales of non-financial assets
less Depreciation
plus Change in inventories
plus Other movements in non-financial assets
Total net acquisition of non-financial assets
Net lending/fiscal balance(a)(b)

209,178
0

4,314
1,304
4,199
2,684

221.67S

1,643
2,069

11,004
38,852
3,174

56,742
4,898
4,201

0

67,039
5,844

72,746
0

145,629
3,033

214,503

7,176

2,395
602

1,643
780

-206
724

6,452
(a) The fiscal balance and net operating balance outcomes in this table differ from
those presented elsewhere in the Final Budget Outcorre reflecting the treatment of
the GST as an Australian Govemrrent tax.
(b) The term 'fiscal balance' is not used by the ABS.
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GFS revenue (Part 2)
less GST revenue for States and Territories
GFS revenue (Part 1)
plus asset revenue recognised first time
plus foreign exchange gains
plus other econorric revaluations
plus proceeds from the sale of assets
plus swap interest revenue
AAS revenue (Part 3)

GFS expenses (Part 2)
less GST grants to States and Territories
plus GST interest on overpayments
less GST mutually agreed w ritedow ns
GFS expenses (Part 1)
plus actuarial revaluations
plus net w ritedow n of assets/bad and

doubtful debts
plus foreign exchange losses
plus other economic adjustments
plus value of assets sold
plus swap interest expense
plus defence weapons platforms depreciation
less defence weapons platforms investment
plus AusAid IDA/ADF expenses

AAS expenses (Part 3)

2003-04
Outcorre

$m
221,679
34,121

187,559
797
599
360

1,497
1,912

192,723

214,503
33,195

12
59

181,238
-840

4,828
0

1,772
954

1,572
2,104
2,040

0

189,587

Auditing in the Public



Reveniiies and expends hwslsjtiect In operaflltg rv*&,
Revenues
Taxation
Non-taxation

Sales of goods and services
Interest
Dividends
Net foreign exchange gains
Proceeds from the sale of assets
Other sources of non-taxation revenue

Total non-taxation revenue
Total revenue
Expenses
Goods and services

Employees
Suppliers
Depreciation and amortisation
Expensing of defence weapons acquisitions
Net writedown of assets
Value of assets sold
Other goods and seroces expenses

Total poods and services

Subsidies benefits and grants
Personal benefits
Subsidies
Grants

Total subsidies benefits and grants

Borrowing costs
Interest
Other borrowing costs

Tota! interest and other borrowing costs
Total expenses

Operating result
thmr eon-owner movements In equity'

Revaluations

r Economie"Fiows

Derivation of GFS Met Lending/Borrowing
Net acquisition of non-financial assets

GFS Net Lending/Borrowing

Notes

1

2

3
3
5

5

6" '

7

1

I8

9

GFS

Transactions

$m
\

208,947

4,380
1,304i
4,199

2,850J

i

-21,144"
-14,244'
-1,643
-2,040

-380
-49.

-7,352"

-84,969
-9,944

-68,485

j

-4,222
-311

-

7,176"

-724

6,452

Other
Economic

Flows
$m

-

1,912

599'
1,497

810

>

899'

-4,319
-954.
-410

-277

-1,046,

-1,577.

9,942
"3.

Adjustments
for definition

recognition and
measurement

differences
$m

-34,121

347

-2,104
2,040
-509

-94

33,254

12

" -7,207

Comprehensive
Result

$m

—

174,826

4,380
3,216
4,199"

599"
1,497
4,006

17,897
192,723

-20,246
-14,244]
-3,747!

-5,208
-1,003]
-7,762]

-52,209|

-85,32©
-9,944'

-36,277
-131,560

-5,787]
-IT

-5,818i
-189,587j

2,735]

5JS68
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! i

GFS
basis

1,591
36,124
73,271

401
543

16
111,946

19,347
8,122
6,442
1,550
4,832

197
40,491

2003-04
Outcome

Sm

1,591
28,120
40,484

401
543

16
71,155

19,347
38,867
6,442
1,550
4,83?
1,968

73,007
152,437_ 144,162

Assets
[financial assets
L_jCash_
I Receivables
Mnyestrnents
t Equity accounted investments
I Accrued revenue

Other financial assets
Total financial assets
Non-financial assets

Land and buildings (excluding heritage)
Infrastructure

| Heritage and cultural assets
[Jntangjbles
[inventories
i Ojhejrnon-financial assets
Total non-financial assets
Total assets

Liabilities
[Debt
! Government securities
j L o a n s
!__Leases
i Deposits
j_Otherjebt
;Tota[JeJbt
I Provisions and payables
I JEmjcslgyees and superannuation
! Suppliers
j_Personal benefits payable
| Subsidies payable
i_Grants_payable
|__Qfier_Brovisions and payables
[Total provisions; and payables
[Total Habilities

Net assets
i Equity
i Accumulated results
I Reserves _
[Total «}uity

\ Derivation of GFS analytical balances2

Net worth

This statement adopts the line item descriptions used in the GAAP based R3O 2003-04
and discloses GFS numbers for those 'me items and the GFS analytical ba'ance 'ne*
worth" ir -s separate column. As discussed -n the cohering paper tfaff have not at:emcted
in this statement to recast line items in line with GFS terminology ana classifications

57,444
4,906

250
364

1,160
64,125

96,630
2,349
5,569

431
8,577

J5J22
___J241478_

188,6021

-

H~5[i65~

55,355
4,906

250
364

1,160
62,036

96,630
2,349
5,662

431
8,577

10,683
124,333
186,368

___;4JJP2

-77,509
35,302!
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minus total liabilities) under GAAP

International assistance payments treated as expenses under GAAP but as loans
j j n d e r G F S _ _
GST receivable

lerjonjinancial assetsj_

Market value adjustments (including those related to GGS investment in controlled

-115,214

4,357|

"VTof
[-

32,78/1

Government securities

Personal benefits expense under GAAP includes $94m related to the recognition
of a liability that is treated as a contingent liability under GFS.

| Net financial worth (total financial assets minus total liabilities^ under GFS

-2,0891
j

.,*,,.,,,,;,,,,.-J,,.

94|

•238I 38,558
•76,856

Auditing in the Public
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•A converged set of GGS
statements emergm
•Numerous issues yet to resolve
•Extensive consultative process

•Important that Members &
PACs respond to the ED

•Many changes to public sc
financial reporting over next
years
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