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MAJOR RECOMMENDATIONS 

1. That an Annual Reporting Act should be enacted requiring government agencies to report annually to 
Parliament (Paragraph 3.4). 

2. That the objectives of annual reporting should be laid down in an Annual Reporting Act. That these 
should be to provide the information necessary for: 

( 

Monitoring agency performance in terms of financial regularity and legal compliance. 

Determining the financial position of the agency and the nature and the extent of any changes 
that have occurred during the reporting period. 

Making economic, social and political judgements and decisions in relation to an agency's 
operations and performance. 

Evaluating the managerial and organisational performance of an agency. (3.6.9) 

3. That an Annual Reporting Act should require all government agencies (unless specifically exempted by 
the Treasurer) to maintain their accounts on an accrual basis (5.9). 

4. That an Annual Reporting Act should specify the financial and non-financial information to be 
disclosed in agencies' annual reports (5.10.14 and 4.12.3) and particular standards that should be met 
(5.11.7). 

5. That an Annual Reporting Act should require all financial statements to be accompanied by a current 
audit certificate (5.11.9). 

6. That an Annual Reporting Act should require all government agencies to report to Parliament within 
four months of the close of their financial year (6.7). 

A complete summary of the Committee's recommendations can be found on page 19. 

( 
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CHAPTER ONE: ACCOUNTABILITY AND 
ANNUAL REPORTS 

1.1 The Standing Committee has adopted 
the view that the principles of democratic 
accountability impose upon a public organisation, 
such as a government agency, a duty to provide a 
public report on its activities together with 
whatever explanations may be necessary to justify 
the actions taken, the methods used and the ends 
pursued. This public report can take a number of · 
forms, including the preparation of estimates and 
the provision of responses to parliamentary 
questions, but it is the agency's annual report which 
should, in the Committee's opinion, be the primary 
vehicle for the transmission of all information 
necessary to provide an adequate account of 
stewardship. Unless the Parliament and the public 
are kept regularly informed of an agency's activities, 
a proper level of accountability will not be achieved 
and democratic control of the administration will 
never be fully realised. 

1.2 In this Report the Standing Committee 
exr· 'nes the present arrangements for government 
ag ,y reporting and makes a number of 
recommendations on the way in which the situation 
could be improved. It is the Committee's general 
belief that the present standards of reporting leave 
a great deal to be desired. Some reports were 
found to be quite inadequate: 

A significant group of agencies are under no 
obligation whatsoever to present an annual 
report. 

Many reports provide only the most superficial 
coverage of issues which are of considerable 
importance and in many cases it is 
extremely difficult for the reader to gain 
even the most basic understanding of an 
agency's undertakings or financial position, 

Many reports take an inordinately long time 
to be produced-up to fourteen months in 
some instances. 

1.3 These three issues: obligation, content and 
tiy ,;ness are the major themes of this report in 
w, . the need to make government agencies 
more accountable for their performance is the 
central goal. 

1.4 The obligation to report is particularly 
important in the case of government agencies, 
because many of them operate outside the 
traditional government financial and personnel 
arrangements and hence escape a number of the 
central controls which are imposed upon 
departments and other organisations operating 
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within the confines of the Consolidated Revenue 
Fund and the Public Service Act. The Committee 
recognises that many agencies were deliberately 
established free of these kinds of constraints, but it 
firmly believes that in situations where substantial 
autonomy has been granted and where the agency 
is largely free from day-to-day supervision, the 
obligation to provide a comprehensive, periodic 
account of performance is all the more compelling. 

1.5 In the Committee's view, the provision of 
annual reports by government agencies assumes 
an importance in the general framework of 
accountability which to date has neither been 
recognised by the agencies involved nor insisted 
upon by Parliament. It is the Committee's firm 
belief that if the accountability of government 
agencies is to be lifted to an appropriate level, then 
much will depend upon the achievement of a 
satisfactory standard of annual reporting. In this 
task much will rest upon Parliament itself. 

1.6 While the Committee believes that a well
managed agency will regard its external reporting 
responsibilities as an integral part of its overall 
task, it is also prepared to accept, at least in part, 
the argument frequently put during the course of 
its inquiries, that the absence of detailed statutory 
requirements coupled with governmental 
indifference and a minimal amount of 
parliamentary pressure has resulted in many 
agencies not only remaining confused about what 
an annual report might contain, but also being 
unprepared to attach sufficient importance to its 
preparation, In too many cases, the evidence 
suggests, annual reports are put towards the bottom 
of an extremely long list of priorities with the result 
that the document, when finally produced, is neither 
a credit to its authors nor of much use to the 
Parliament as a source of information on the 
agency's performance and activities, 

I. 7 Parliament itself must shoulder at least 
some of the blame for the inadequacies of the 
present situation. It has neither insisted upon 
prompt and comprehensive reports nor concerned 
itself with the shortcomings of the statutory 
provisions in this regard. Unless Parliament 
takes the lead and clearly establishes what it 
expects of an annual report, then it is unlikely 
that satisfactory reporting standards will ever be 
achieved. Thus it is the intention of the Standing 
Committee in this Report to highlight the very 
serious shortcomings of the present arrangements 
and to make a number of recommendations 
designed to clarify the nature and the extent of 
an agency's responsibility to report and to detail 
the subjects which the Committee believes an 
agency report to Parliament should disclose. 



CHAPTER TWO: THE PRESENT 
REPORTING ARRANGEMENTS 

2.1 The general point has already been made 
that the Committee finds the present standard of 
reporting to be much less than satisfactory. In 
this chapter, it is proposed to examine the existing 
arrangements with particular reference to the 
obligation placed upon agencies to report, the 
factors which govern what is included in them and 
the time it takes to produce and present reports 
to ministers and Parliament. 

2.2 OBLIGATION 
2.2.1 In terms of an obligation to prepare and 

present an annual report, a number of different 
conditions apply. A majority of the agencies 
are required to present, through their minister, a 
report to Parliament, although the actual terms 
of the obligation vary a great deal. Some examples 
include: 

Albany Port Authority: "shall make a yearly 
report of its proceedings to the Minister 
who on receipt thereof may forthwith 
publish such report and such report shall 
be laid before both Houses of Parliament" 
(Albany Port Authority Act, s 17 [2]). 

Superannuation Board: "the Board shall in 
each year submit to the Minister to be laid 
before both Houses of Parliament, a report 
dealing with the general administration 
and working of this Act" (Superannuation 
and Family Benefits Act, s 23). 

Totalisator Agency Board: "the Board shall 
prepare and submit, not later than the 
thirtieth day of September in each calendar 
year, a report on the exercise and 
performance by the Board of its powers, 
functions and duties under this Act during 
the twelve months ended on the preceding 
thirty-first day of July ... the Minister shall 
Jay the report of the Board before each 
House of Parliament with in six sitting days 
of that House after the receipt of the report 
by the Minister." (Totalisator Agency Board 
Betting Act, ss 56[1] and [2J). 

Public Service Board: "the Board shall furnish 
to the Governor, for presentation to 
Parliament, at least once in each year, a 
report on the condition and efficiency of the 
Public Service." (Public Service Act, s 15). 

2.2.2 While the wording varies a great deal, 
the nature of the obligation is straightforward 
enough, even if the issues of how and when it will 
be met remain unclear. In contrast, the legislation 
establishing the following agencies makes no 
reference to annual reports and none is produced: 

Country High Schools Hostels Authority 
Eastern Goldfields Transport Board 
Industrial Lands Development Authority 
Land Drainage Boards 
Lotteries Commission 
Metropolitan Market Trust 
Perth Mint 
State Tender Board 
Town Planning Board 
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Water Boards 
Western Australian Meat Industry Authority 
Zone Control Authorities 

2.2.3 In an additional seven cases, the 
legislation is also silent but the agencies have taken 
it upon themselves to furnish an annual report. 
These are: 

Boards of Parks and Reserves, (King's Park 
Board and Rottnest Island Board). 
Bush Fires Board (in report of Lands and 
Surveys Department). 
Local Government Grants Commission (tabled 
in Federal Parliament). 
Management Authorities of the Waterways 
Commission (in report of Waterways 
Commission). 
State Government Insurance Office. 
State Implement and Engineering Works. 
Zoological Gardens Board. 

2.2.4 Further variations include the 
1
.Main 

Roads Department and the Dried Fruits , )rd 
which are under a statutory obligation to report 
only to their minister (though in m_ost years the 
Main Roads Department report has been tabled 
in Parliament) and the hospital boards which are 
required to report to the Department of Hospital 
and Allied Services. Aggregate data relating to 
hospitals then appears in the report of that 
Department. However, a number of hospitals, 
including each of the metropolitan teaching 
hospitals, produce their own individual reports 
for public release. 

2.2.5 Altogether the situation is far from 
satisfactory: more than twenty-five per cent of the 
major government agencies escape any statutory 
requirement to report. While it is true that a 
number of these agencies do present financial 
statements to Parliament, this, in the Committee's 
opinion, represents only part of the duty to 
account. The details of receipts and expenditure 
and other financial information are obviously 
important b!,lt in the absence of _any expla!JP'\On 
of the obJect1ves towards which funds I. pre 
applied and the results achieved, the accountab!lity 
record remains incomplete. 

2.3 CONTENT 
2.3. I The second area of concern relates to the 

content of reports made. The individual enabling 
statutes rarely require anything more than that 
an agency should "submit a yearly report of its 
proceedings ... together with a true copy of the 
accounts as then last audited ... " (for example, 
the Marketing of Eggs Act, s 36). In some cases 
the requirement for financial information is a 
little more pressing. That, for example, the 
agency should disclose "the financial position at 
the end of the year" (National Parks Authority 
Act, s 39[1]), but it is by no means obvious what 
this provision should involve. In the case of the 
Parks Authority it is currently interpreted to 
require only a simple and unaudited statement of 
receipts and payments. Such a statement is, in 
the opinion of the Committee, quite insufficient 
on its own to provide an adequate understanding 
of the Authority's "financial position at the end 
of the year". 



2.3.2 Only in one or two cases is more 
substantial guidance provided by the legislation. 
For example, the Western Australian Coastal 
Shipping Commission's report is required to deal 
specifically "with the operations of the Commission 
in relation to any service in respect of which a 
direction by the Governor under section 18 of this 
Act was enforced during the year ... " (Western 
Australian Coastal Shipping Commission Act, 
s 34 (2)). The Public Service Board is required 
to report upon "the condition and efficiency of 
the Public Service" (Public Service Act s 15) while 
in the case of the Western Australian Wildlife 
Authority the legislation specifies that the report 
shall contain inter alia, "any comments which the 
Director thinks desirable to make relating to the 
administration or operation of this Act" ( Wildlife 
Conservation Act, s 7). 

2.3.3 In the absence of more specific direction, 
the result is a wide variety in the standard and kind 
of report produced. There is little uniformity of 
content especially in relation to financial 
it,rmation and comparisons between organisations 
a endered almost impossible because of the 
d1 erent accounting principles used and data 
supplied. As part of its inquiries, the Committee 
commissioned a number of studies of particular 
annual reports which together with the 
Committee's own research have convinced it that 
there will need to be substantial improvements in 
the content and presentation of annual reports if 
the documents are to fulfil their accountability 
functions. It is not proposed to provide details of 
the criticisms of individual reports but rather to 
use the information gained to form the basis of 
the Committee's recommendations about 
improvements that should be made to the reporting 
practices of the agency sector. 

2.4 TIMELINESS 
2.4.1 The situation in regard to the timeliness 

of annual reports is equally unsatisfactory. With 
a few exceptions, for example, the Totalisator 
Agency Board, (see para 2.2.1 above), the Western 
Australian Greyhound Racing Association (whose 

t. elation specifies that its reports must be in the 
,s of the Minister by November 30), and the 

stern Australian Wildlife Authority, (whose 
legislation requires that reports shall be laid before 
both Houses of Parliament by October 31), the 
question of time limits largely escapes statutory 
notice. In most cases, there is either no reference 
at all to time or else a simple provision that the 
agency "shall as soon as practicable after the end 
of each financial year, furnish to the Minister a 
report of its activities during the preceding financial 
year ... " (for example, Animal Resources Authority 
Act s 23[1)). The result is a wide variation in the 
time taken to present reports to ministers. For the 
financial year ending in 1982, reports were 
submitted, by those agencies statutorily required 
to do so, at the following times: 

Within Three Months of the end of the year 
Library Board of Western Australia 
Metropolitan Water Authority 
National Trust of Australia (W.A.) 
Noise and Vibration Control Council 
Totalisator Agency Board 
Transport Commission 
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University of Western Australia 
Western Australian Mining and Petroleum 
Research Institute 

Between Three and Four Months 
Environmental Protection Authority 
Industrial and Commercial Employees 
Housing Authority 
Perth Theatre Trust 
Port Hedland Port Authority 
Waterways Commission 
Western Australian Wildlife Authority 
Workers Assistance Commission 

Between Four and Five Months 
Aboriginal Affairs Planning Authority 
Agriculture Protection Board 
Artificial Breeding Board 
Fremantle Port Authority 
Law Reform Commission 
Metropolitan Region Planning Authority 
Metropolitan (Perth) Passenger Transport 
Trust 
National Parks Authority 
Public Service Board 
Rural Housing Authority 
State Energy Commission 
Solar Energy Research Institute 
Superannuation Board 
Traffic Board 
Western Australian Art Gallery Board 
Western Australian Government Railways 
Western Australian Greyhound Racing 
Association 
Western Australian Lamb Marketing Board 

Between Five and Six Months 
Bunbury Port Authority 
Honey Pool of Western Australia 
Karratha College 
Legal Aid Commission 
Local Health Authorities Analytical 
Committee 
Rural Adjustment Authority 

Between Six and Seven Months 
Albany Port Authority 
Geraldton Port Authority 
Hedland College 
Western Australian Coastal Shipping 
Commission 
Western Australian College of Advanced 
Education 
Western Australian Egg Marketing Board 
Western Australian Fire Brigades Board 
Western Australian Meat Commission 
Western Australian Post-Secondary 
Education Commission 

Between Seven and Eight Months 
Grain Pool of Western Australia 
Keep Australia Beautiful Council 

Between Eight and Nine Months 
Government Employees Housing Authority 



Between Nine and Ten Months 
Coal Miners Welfare Board 
Esperance Port Authority 
Murdoch University 

Between Ten and Eleven Months 
Joondalup Development Corporation 
Western Australian Institute of Technology 
Western Australian Museum 
Western Australian Overseas Projects 
Authority 
Western Australian Potato Marketing 
Board 

Between Eleven and Twelve Months 
Nil 

Over Twelve Months 
Dairy Industry Authority 
Local Government Superannuation Board 
Western Australian Alcohol and Drug 
Authority 
Western Australian Arts Council 

2.4.2 Further delays are introduced by the 
manner in which the reports are presented to 
Parliament. In many cases the legislation requires 
that reports must be laid before both Houses of 
Parliament within a specified number of sitting 
days of receipt by the minister (this ranges from 
six days to a month), but of conrse if Parliament 
is not sitting, and especially during the summer 
recess, this can mean a delay of up to several 
months before presentation. 
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2.4.3 An additional complication is introduced 
by the number of variations in the end of the 
financial and reporting years. Although a majority 
of agencies use June 30, the Totalisator Agency 
Board and the Western Australian Greyhound 
Racing Association use Joly 31; the Universities, 
the Western Australian Institute of Technology, 
the Colleges of Advanced Education, the Western 
Australian Post-Secondary Education Commission, 
the Artificial Breeding Board, the Dried Fruits 
Board and the Western Australian Coastal 
Shipping Commission use December 31 while the 
Potato Marketing Board concludes its year "at 
the completion of No. 3 marketing period" 
which usually occurs between the end of 
September and mid-Octa ber depending upon 
seasonal conditions. 

2.4.4 In practice the absence of specific 
reporting deadlines appears to have encouraged 
many agencies to accord their annual report little 
priority with the result that by the time the 
document is finally produced, the information it 
contains is often well out of date. Under these 
circumstances, any effort put into the prodv(~Jn 
will have been largely wasted and the responsil:nrity 
to account will just not have been met. 
Although, in response to its inquiries into the 
lateness of reporting, many agencies were able 
to point to a number of mechanical, staffing and 
co-ordination problems as the causes of delay, 
the Committee nevertheless believes that the 
most significant factor is the lack of commitment 
to the principle of accountability that an annual 
report represents and a consequent lack of priority 
attached to matters associated with its production. 



CHAPTER THREE: THE NATURE OF 
THE OBLIGATION TO REPORT 

3.1 The requirement that government agencies 
should report to Parliament at least annually 
upon their activities is, in the Committee's view, a 
fundamental precept of democratic administrative 
behaviour. Each agency is under an obligation to 
account for the manner in which it has discharged 
its stewardship of office and to provide snch 
information as will enable a comprehensive 
assessment of its performance to be made. The 
central question is then one of determining the 
approach that should be taken to ensure that these 
obligations are met. 

3.2 There is no doubt that the existing 
arrangements have failed to ensure an adequate 
approach to reporting. They are characterised by 
a lack of uniformity in the legislative requirements, 
a wide diversity in the importance attached to 
reporting and to the standards of the documents 
produced, and a general absence of formal scrutiny 
by the Parliament itself. The three factors are 
ir 'ricably linked. In the absence of substantial 
s .. .tory disclosure requirements, Parliament has 
had neither the criteria to judge, nor the authority to 
act upon reporting deficiencies. Consequently 
there has been little pressure applied and many 
agencies have given low priority to their annual 
reports. There are of course exceptions and it is 
worth noting that both the State Energy Commission 
and the Port Hedland Port Authority have 
recently won prizes in the Australian Institute of 
Management's nationwide annual reports award. 

3.3 A typical response to the Committee's 
inquiries about the poor quality or lateness of an 
annual report has been an expression of general 
confusion about what was required. Many 
agencies had clearly given the matter little thought. 
It is the Committee's view that unless Parliament 
makes an explicit statement about what it expects 
in an annual report then it is unlikely that 
significant improvements will be made. 

3 .4 The Committee thus recommends the 
introduction of an Annual Reporting Act which will not 
o(· make it mandatory for government agencies to 
r • .-t annually to Parliament but which will also 
specify the reporting and accounting standards 
required. 

3.5 Such an Act would, in the Committee's 
opinion, not only have a salutary effect both on 
those responsible for preparing annual reports 
and those to whom an account is being rendered 
but would remove any doubts about the nature 
and extent of an agency's obligation to account 
for the manner in which it has discharged its 
stewardship. The question then remains of the 
kind of approach to disclosure and standard
setting such legislation should take? Such a 
question must, in the Committee's view, be 
examined within the context of a consideration of 
the specific objectives of annual reporting, the 
potential users of such reports and the particular 
nature of the agencies themselves. 

3.6 REPORTING OBJECTIVES 
3.6.1 The overall objective of reporting must 

be to meet the agency's accountability obligations, 
but in practice there is a need to be rather more 
specific. What in particular should an agency's 
report be required to account for and show? The 
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answer, in the Committee's view, can be given at 
two levels. In general terms a report should 
provide the information necessary for: 

Monitoring agency performance in terms of 
financial regularity and legal compliance. 
Determining the financial position of the 
agency and the nature and extent of any 
changes that have occurred during the 
reporting period. 
Making economic, social and political 
judgements and decisions in relation to an 
agency's operations and performance. 
Evaluating the managerial and organisational 
performance of an agency. 

In turn, the Committee believes, each of these 
general goals can be divided into a number of 
more specific objectives. 

3.6.2 In relation to monitoring agency 
performance in terms of financial regularity and 
legal compliance, the more specific objectives are: 

To determine whether resources have been 
used in accordance with legal requirements. 
To account for the use and disposition of 
resources entrusted to public officials. 
To ascertain whether due care has been 
exercised in the handling of public money 
and that all transactions recorded are verifiable 
and correct. 

3.6.3 In relation to the determination of the 
financial position of the agency and the nature and 
the extent of any changes that have occurred 
during the reporting year, the objectives are: 

To disclose the revenues, earnings and cost of 
operations of the agency over the reporting 
period. 
To disclose the net resources currently devoted 
to the agency's activities. 
To indicate the solvency or otherwise of the 
agency together with the existence of any 
reserves or other uncommitted funds. 
To demonstrate the capacity of the agency to 
meet known commitments and anticipated 
contingencies. 
To disclose the extent and the nature of the 
change in the level of net resources of the 
agency since the previous reporting date 
and the circumstances in which the change 
came about. 

3.6.4 In respect of the information to make 
economic, social and political judgements in 
relation to an agency, the objectives are: 

To determine the costs of individual 
programmes run by the agency. 
To evaluate the impact of programmes run 
by the agency. 
To determine the level of subsidy enjoyed by 
the agency or the level of re-imbursement 
received for the provision of social welfare
type services. 
To determine the extent to which the agency 
provides social welfare-type services at its 
own expense. 
To demonstrate the distribution of benefits 
among groups served by the agency. 
To predict the economic impact and 
consequences of the continued operation of 
the agency. 



3.6.5 Finally in terms of evaluating the 
managerial and organisational performance of the 
agency, the specific objectives are: 

To determine the cost of running individual 
programmes or activities in a way which 
permits analysis and comparison with 
other government agencies or departments. 
To evaluate the efficiency and economy of an 
agency's operations. 
To evaluate the effectiveness of its operations. 
To demonstrate the equity with which the 
burden of providing resources for the 
agency is imposed. 
To demonstrate the extent to which financial 
or other targets set either by the agency or 
by the government have been met. 

3.6.6 The particular information and financial 
statements required to meet these objectives are 
considered in chapters four and five below. Although 
these chapters treat financial and non-financial 
information separately, the Committee 
is keen to stress the necessary relationships 
between the two and the importance, in preparing 
a report, of combining the available information 
to meet the overall reporting objectives. 
Consideration of an agency's programmes or 
policies cannot be separated from their resource 
implications while at the same time the inclusion, 
in a report, of copiousfinancial data without adequate 
reference to the specific activities being undertaken 
by the agency, is often of very little valne. There 
is a very great need for much more consideration 
to be given to finding ways of integrating the 
financial and other information into an intelligible 
and relevant report. 

3.6.7 This is particularly important in the 
public sector where the political environment 
complicates the measurement of performance and 
requires that indicators different from those used 
in the private sector may have to be used. For 
example, whereas in the private sector profitability 
and rate of return on investment provide (albeit 
somewhat crudely) measures of an organisation's 
efficiency and effectiveness, it is clear to the 
Committee that this kind of measure is not a 
reliable indicator of performance where public sector 
organisations are concerned. Even in cases where 
agencies ostensibly strive to operate at a profit 
there are frequently instances either where issues 
of social policy intervene to confuse the financial 
results or where political considerations inhibit 
the managerial autonomy of the agency's board. 
In these circumstances concepts such as profit or 
rate of return will be a most imperfect measure of 
an agency's performance. For this reason, the 
Committee believes, it is most important that 
government agencies not only strive to develop 
measures of efficiency and effectiveness that are 
appropriate to their particular undertaking but 
also that in their annual reports they should draw 
attention to the economic costs of particular 
services that they were directed to provide. The 
Committee notes the efforts being made by 
Westrail and the Metropolitan (Perth) Passenger 
Transport Trust to distinguish in their financial 
statements between commercial and social welfare 
services and hopes that such initiatives may be 
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taken up by other agencies. The Committee 
recognises that there are significant difficulties in 
making such a distinction, especially in relation 
to the apportionment of operating costs, but 
believes that this is an area which must be further 
researched and developed if responsibility for an 
agency's performance is to be properly located. 

3.6.8 The development of suitable performance 
measures and indicators will depend not only 
upon a much greater integration of financial and 
other information than is presently displayed but 
also on a much greater awareness on the part of 
the agency of its responsibility to account to 
Parliament for its behaviour. If agencies wish to 
enjoy a degree of autonomy in their day-to-day 
activities, they will have to accept the fact that 
such autonomy is granted on the proviso that an 
opportunity is given to make a periodic assessment 
of performance. Failure to provide the 
information necessary to make such an assessment 
is an open invitation to greater external 
interference. But likewise, it is incumbent upon 
Parliament, having established particular repof ··)g 
criteria, not only to make sure that it uses···,Jie 
information provided but also to avoid the 
temptation to "second guess" the agency's 
management on particular issues. The Committee is 
strongly of the view that if government agencies 
are to work successfully, then responsibility for 
performance and decision-making must rest 
squarely with the individual agency board whose 
stewardship should be subjected to periodic scrutiny. 
Evidence of inadequate performance should be 
taken int0 account when board members come up 
for re-appointment. The information required to 
meet the stated objectives of annual reporting 
should be sufficient to facilitate this kind of 
assessment. 

3.6.9 The Committee recommends that the 
objectives of annual reporting should be set down in 
an Annual Reporting Act. The Committee believes 
that these should be to provide the information 
necessary for: 

Monitoring agency performance in tern(")f 
financial regularity and legal compliance. ·· 

Determining the financial position of the 
agency and the nature and the extent of any 
changes that have occurred during the 
reporting period. 

Making economic, social and political 
judgements and decisions in relation to an 
agency's operations and performance. 

Evaluating the managerial and organisational 
performance of an agency. 

3.7 REPORT USERS 

3. 7 .1 Thus far the need for annual reports has been 
based largely upon the accountability requirements 
of Parliament: consideration must also be given to 
the information needs of other groups or sections 
of the community. Whilst the Committee does not 
believe that reports should be used as instruments 
of propaganda, it is of the view that they 
present a suitable opportunity for communicating 
with those either served by or closely 



involved with the particular agency. If this is 
accepted, a number of potential targets can be 
identified. They include: 

The minister responsible for the agency. 
The agency's clientele. 
The investment community. 
Major contractors or creditors. 
The general public. 

3.7.2 Of these the position of the minister is 
perhaps the most controversial. Ministers are 
responsible for tabling agencies' reports in 
Parliament and answering questions about them. 
Should an annual report then be used by an 
agency to communicate with a minister? The answer 
will depend to a large extent on the relationship 
that exists between the two parties. A minister 
who enjoys a high degree of control over the 
agency should already be apprised of any pertinent 
information long before a report is produced. 
However, there are examples of agencies with a 
great deal of independence which have, according 
to the Committee's inquiries, only infrequent and 
naf'" ,rticularly comprehensive contact with their 
m.th,.lter. Under these circumstances, it is tempting 
to suggest that an agency's annual report could be 
used as a means of communication with the 
minister. However, the Committee believes that 
such an action would be inappropriate and that 
ministerial information requirements should be 
met by other means. Furthermore, in line with 
its view that responsibility for an agency's 
performance must lie with the agency board, the 
Committee believes that an annual report should 
be explicitly associated with the agency and its 
board rather than the minister within whose 
jurisdiction it falls. While agencies must exercise 
some discretion in their reporting of sensitive 
political issues, there is a responsibility upon the 
board not only to voice the legitimate concerns 
of the agency at the time of reporting but also to 
provide a report which presents a true and fair 
account of the agency's condition and performance. 
The Committee believes that each report should 
contain a certificate, attesting to its accuracy, 
siiv'ed by the agency board members. 

\_ .3 Furthermore, given that the report 
should be that of the agency rather than that of 
the minister and as such will be taken as a record 
of the agency's performance, it is essential that 
reference is made to matters affecting that 
performance over which it has had no control. In 
particular, the Committee believes that the report 
should make explicit mention of any ministerial 
directions issued during the year, together with 
some indication of their resource and other 
implications for the agency. Only if responsibility 
for performance is properly divulged, will it be 
possible to achieve an adequate level of 
accountability. 

3. 7.4 The use by an agency of its annual report 
to communicate with its clientele is generally 
more straightforward. This is of particular 
relevance in the case of the marketing authorities 
which have a clear and specific responsibility to 
the growers whose produce they market. In these 
circumstances the report might be used to canvass 
particular issues facing or affecting the industry 
which might not be included were the report 
destined solely for Parliament. For example, 

7 

reference might be made to research being 
undertaken in other states or overseas or 
publications recently released. These are matters 
have which had no material bearing upon the 
particular agency's performance but which may be of 
considerable interest to those involved with the 
agency and likely to read its annual report. 
However, in including this kind of material the 
agency should not lose sight of its primary 
reporting responsibilities and where necessary (as is 
already done in a number ofcases) it should produce 
supplementary reports, newsletters or other 
promotional material to communicate with its 
clientele. 

3.7.5 The information needs of the investment 
community and an agency's major contractors or 
creditors should already have been met by the 
financial data prepared for Parliament. However, 
the extent to which an agency's loan raising 
activities are guaranteed by the government 
might also be included. 

3.7.6 The last of the possible user groups to 
be considered is the general public. In the 
Committee's view, their information needs should 
not vary greatly from those of the Parliament, and 
probably the only factor meriting special attention 
is the language used. Reports should be intelligible 
to the layman and should not be over-burdened 
with technical jargon. A glossary of terms should 
be included if it is not possible to discuss particular 
issues in everyday language. The public should be 
placed in a position where they can evaluate the 
services provided: they will not be able to do 
this unless an agency's annual report is both 
straightforward and unambiguous. 

3.8 STRUCTURAL CONSIDERATIONS 
3.8.1 Finally, in examining the nature of the 

obligation of an agency to report, consideration 
should be given to the differences, in structure and 
function, among the agencies themselves. For a 
number of reasons it would not, in the Committee's 
view, be appropriate to impose the same 
reporting obligations upon all government agencies. 
There are significant differences which must be 
recognised and allowances made. However, in 
general terms, the Committee believes that all 
those agencies listed in the first five groups in the 
Appendix to the Standing Committee's Second 
Report should be obliged to meet the reporting 
standards detailed in the following chapters. 

3.8.2 Thus the Committee recommends that all 
Business, Commercial and Trading Authorities, 
Marketing Authorities, Executive Authorities, 
Educational, Cultural and Research Authorities, and 
Regulatory Authorities should be included within 
the jurisdiction of an Annual Reporting Act. 

3.8.3 However, the Committee recognises that 
there will be a need to exercise some flexibility in 
applying this general rule, in so far as there may 
be good reasons, for example, for either combining 
the reports of several related agencies in a 
single document or for including the report of a 
small agency within that of its parent organisation. 

3.8.4 The agencies listed in groups six, seven 
and eight of the Committee's Second Report 
( quasi-judicial authorities, trustees and advisory 
committees) present a number of problems, 
either to their small size or infrequent operations 
which the Committee has not yet had time to 



consider. They have thus been excluded from the 
recommended initial jurisdiction of an Annual 
Reporting Act. This is not to suggest that they 
should be any less accountable for their activities 
but rather that a different approach might be 
needed. 

3.8.5 In addition to recognising the need for 
flexibility in determining which agencies should 
fall within the ambit of an Annual Reporting Act, 
the Committee is also mindful of the likelihood 
that not all of the recommendations contained in 
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the later chapters will be relevant to every agency. 
There will thus be some machinery required to 
exempt individual agencies or possibly classes of 
agencies, from particular reporting requirements. 

3.8.6 The Committee recommends that the 
Minister responsible for the administration of an 
Annual Reporting Act shall have the power to 
exempt designated agencies or classes of agencies 
from particular reporting reqnirements, but that any 
such exemption made shall be reported to Parliament. 



CHAPTER FOUR: NON-FINANCIAL 
INFORMATION 

4.1 Any division between financial and non
financial information must necessarily be 
somewhat arbitrary. On the one hand matters of 
organisation and policy cannot he divorced from 
consideration of the resources they require while 
on the other an agency's approach to financial 
management and accounting must reflect its 
particular functions and objectives. Nevertheless, 
for the purpose of considering the particular 
matters which ought to be included in an annual 
report, the Committee believes that some 
distinction can be made. However, in making this 
decision the Committee wishes to emphasise the 
point already made that agencies, in their annual 
reports, must pay more attention to linking the 
narrative and financial sections. In too many 
cases the two appear as separate and apparently 
almost wholly unrelated halves of the same 
document. At the front there is a great deal of 
description of deeds done within the reporting period 

tile at the back there appear a number of financial 
ements. All too rarely is an attempt made to 

K the two in a meaningful way. Thus in dealing 
with the non-financial information in their reports 
agencies should, wherever possible, seek to 
illustrate the narrative sections by reference to the 
financial documentation. 

4.2 The Committee believes that there needs 
to be a significant shift away from a pre-occupation 
with "what" an agency has done in the period 
under report to a greater concern with "why" it 
was done and with what purpose in mind. There 
should also be reference to the extent to which 
particular goals were attained as a result of these 
actions. There needs to be much greater emphasis 
placed on the relaticnship between inputs, seen in 
terms of the resources at the agency's disposal and 
outputs, seen in terms of programme delivery. In 
too many cases agency reports demonstrate little 
more than an incidental relationship between the 
two, yet it is obvious that in times of limited 
economic growth, many agencies are finding it 

{
fficult to maintain the standard of their 

gramme delivery. The Committee believes that 
rnual reports should be used to give expression 

to the kinds of problems that are being faced by 
the agency in implementing its programmes and 
the measures it has been taking to deal with any 
reductions in the real level of available resources. 
Only if such information is provided will it be 
possible to make an informed assessment of the 
agency's position and prospects. 

4.3 An agency's annual report should 
endeavour, as far as possible, to be an explanatory 
document as well as a public record. From the 
report a reasonably informed reader should be in 
a position to make the kind of judgements necessary 
to meet the objectives outlined in paragraph 3.6.1 
above. In terms of non-financial information, 
this requires, in the Committee's view, that some 
attention should be paid to each of the matters 
raised in the remainder of this chapter. 

4.4 BASIC ORGANISATIONAL 
INFORMATION 

4.4.1 Source of the Agency's Authority. 
Reference should be made to the Act or 
Regulation establishing the agency and to any other 
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legislation which is of particular significance to it. 
In addition, any legislative changes made during 
the year that might have a bearing upon the 
agency's activities should also be reported. 

4.4.2 Responsible Minister. The minister 
responsible for the agency should be identified 
and his or her powers in relation to the agency 
specified. The extent to which the agency is 
subject to the control of other persons or 
organisations, (for example, the Treasurer or the 
Public Service Board), should also be made clear. 
The purpose of this is to establish, at least in a 
formal sense, the extent to which the agency's 
autonomy has been reduced by making it 
subordinate to other persons or organisations. 

4.4.3 Ministerial Directives. Reference should 
be made to the issue of any directives or the 
exercise of any other powers vested in the minister, 
during the course of the year. Where appropriate, 
references (for example, to the page number in 
the Government Gazette) should be provided. The 
likely resource or other implications of the issue 
of the directive should also be reported. 

4.4.4 The Agency's Overall Objectives should 
be stated in fairly general terms along with any 
changes that have been formulated during the 
year. The source of these objectives, (for example, 
the enabling legislation, Cabinet or agency board 
decision), should also be included. Some reference 
might also be made to the reasons why the agency 
was initially established. In some cases this may 
be self-evident, bnt in many more it is not. Such a 
reference would help to fill out an understanding 
of an agency's general purpose. More specific 
reference to particular objectives should be 
included with the detail of the agency's activities 
during the year (see paragraph 4.5. 1 below). 

4.4.5 The Agency's Functions should be listed 
together with some reference to the origins of 
these. They should be accompanied by brief 
details of the specific goods on services provided 
and the names, telephone numbers and addresses 
of particular officers or sections within the 
organisation from whom further information can 
be obtained. In addition, in some cases, it may 
also be appropriate to refer to the particular 
geographical locations or sections of the 
community served. 

4.4.6 The Agency's Powers should also be 
listed. These are normally enumerated in the 
enabling statute and a summary of the relevant 
sections should be cited. Matters to be disclosed 
might include the extent to which an agency has 
been granted monopoly powers in a particular 
field, its powers of entry and inquiry and the degree 
to which it has been granted rule-making or 
adjudicative powers. 

4.4.7 Board Membership. The report should 
provide information on the age, sex, qualifications 
and experience of the agency's board members 
together with details of their terms of appointment. 
This should include reference to the relevant 
section of the Act, the person or body responsible 
for their appointment, the dates of appointments 
and retirement, the number of terms (if any) 
already served and the remuneration or other 
benefits associated with the position. 



4.4.8 Staffing Matters. The report shonld 
contain details of the senior staff and their 
responsibilities together with an organisational chart 
or other indication of the way in which the agency 
is structured. Reference should be made to the 
basis of the agency's staffing, (for example, under 
the Public Service Act), and to the total number 
of staff employed. In the case of the larger 
organisations, it will also be appropriate to provide 
a breakdown of the staff employed into significant 
sub-groups (professional staff, administrative staff, 
tradesmen and so on) and their geographical 
locations. 

4.4.9 Subsidiaries. Reference should be made 
to any subsidiary organisations for which the 
agency is responsible and to any other 
organisation or ventures in which the agency is a 
partner or has significant equity. The extent of the 
agency's involvement should be clearly indicated. If 
the annual reports of these organisations are not 
included in the agency's report, then reference to the 
whereabouts of information about them must be 
given. 

4.5 POLICY AND PROGRAMME 
INFORMATION 

4.5.1 Objectives. To supplement the information 
provided under paragraph 4.4.4 above, 
details should be provided of the particular 
objectives being pursued by the agency during 
the period under report. These should include 
references to both short and long term goals and 
should demonstrate the extent to which the 
agency has adopted a corporate plan or other 
means of ordering its priorities and programmes. 
Detail should be provided of particular quantifiable 
targets set by the agency itself and of any financial 
or other targets set by the government. 

4.5.2 Principal Activities. The report should 
contain considerable detail about the principal 
activities in which the agency has been involved 
during the year. This should include descriptions 
of the different programmes undertaken and should 
provide, by means of suitable cross-references to 
the financial statements, an indication of the costs 
involved. The narrative of activities should be 
related to the agency's stated objectives and 
provide some indication of how, in practice, the 
priorities of the organisation have been arranged, 
so as to meet its policy commitments. 

4.5.3 Policy Achievements. Ciosely associated 
with the narrative on the agency's activities during 
the year should be some indication of the extent 
to which the agency believes that certain goals 
have been attained. Reference should be made to 
the particular targets and objectives and evidence 
provided on the manner in which their 
achievement has been measured. Such goals might 
include not only readily quantifiable targets but 
also specified improvements in efficiency and 
effectiveness. Consideration might also be given 
to any factors which have inhibited or delayed 
policy achievement. 

4.5.4 Policy Reviews. In addition to comments 
on policy achievements the report should also 
provide some indication of the measures, either 
ad hoc or on-going, taken by the agency to review 
its performance, policies and organisational 
arrangements. Reference should also be made to 
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any external reviews undertaken by management 
consultants, parliamentary committees, the 
Auditor-General, the Ombudsman or other person 
or organisation. In each case, the results of the 
review should be detailed together with such 
action as the agency has taken or is preparing to 
take to rectify any shortcomings revealed. 

4.5.5 Performance Indicators. As an integral 
part of the policy review process, the Committee 
believes that each agency should endeavour to 
develop performance indicators relevant to its 
particular operation. The Committee recognises 
that this will be rather more straightforward in 
some areas than others but it believes that there 
is sufficient evidence both within Australia and 
from overseas to suggest that in almost all areas 
of government such indicators or measures can be 
developed. The agency's annual report should 
reveal the extent to which progress has been made 
in this area and provide details of the measures 
in use. 

4.5.6 Policy Changes. The report should 
provide an indication of any significant p0:"~y 
changes adopted during the year. Such a referl-'e 
should include a statement detailing the reasons 
for the change and any evidence, such as policy 
reviews or cost-benefit analyses, that supports or 
justifies the change of direction. Some attempt 
must also be made to consider the resource 
implications of the change and the likely benefits 
that will accrue. 

4.5.7 Planning and Future Projects. Details of 
major new projects planned should be included 
together with information on the resources that 
will be involved. In the case of capital expenditure, 
some indication of the likely length of the 
projects should be given. Such projects should be 
explained in terms of the agency's overall strategic 
or corporate plan and the priority that they have 
been accorded. The implications for the agency's 
future operations of any plans presently being 
adopted should also be considered. 

4.6 ORGANISATION AND MANAGEMENT 
INFORMATION 

4.6.1 Organisational Reviews and Changes. 
report should provide details of any major 
organisational reviews undertaken (whether by 
agency itself or an external body such as the Public 
Service Board or a firm of management consultants) 
together with a synopsis of the results of 
that review and an indication of any changes that 
have been made as a consequence of the inquiry. 
Any other alterations to the organisation or 
managerial arrangements made during the year 
should also be reported. 

4.6.2 Training and Staff Development. Some 
indication should be given of the measures taken 
to enhance the management and professional 
skills of the agency's employees by means of 
training and other forms of staff development. 
Detail should be provided of the kind of training 
undertaken, the institutions nsed and, at least 
in the case of senior staff, the names of those 
officers involved. Reference might also be made 
to any difficulties in attracting employees with 
particular skills. Any exhanges with other 
government units or private sector organisations 
should be noted. 



4.6.3 Industrial Relations. Information should 
be provided ou employee and trade union relations, 
together with reference to any disputes occurring 
during the year and details of any industrial 
agreements or new awards made which affect the 
agency's staff. 

4.7 INFORMATION ON THE 
ORGANISATION AND ITS ENVIRONMENT 

4.7.1 Environmental Changes. The report 
should contain references to any significant 
change in the immediate environment in which 
the agency operates. Such changes might be 
caused by new legislation at the State or 
Commonwealth levels, significant alterations in the 
demand for goods or services, the introduction of 
new technology or a shift in the level of support 
or of resources available for the activities in 
which the agency is involved. The likely 
consequences of changes such as these are matters 
which the Committee feels should be addressed in 
an annual report. 

l ~ 2 Organisational Interaction. The 
c • ,exity of modern government means that there 
is necessarily a great deal of interaction amongst 
administrative units. An annual report should 
provide details of an agency's major relationships 
with other organisations and particularly the extent 
to which it is represented on their governing 
boards. Reference should also be made to any 
formal inquiry on which the agency is either 
represented or to which it has given evidence and 
to any committees or other bodies which have 
been established to advise the agency on particular 
aspects of its work. 

4.7.3 Marketing and Publicity. The report 
should contain details of the steps taken, where 
appropriate, to market and promote the goods or 
services which the agency supplies. Evidence of 
the results of such promotions should also be 
shown. For agencies not involved in marketing, 
reference should be made to any steps taken to 
develop an awareness in the community of the 
agency's activities and the facilities or services it 
0W --:.. 

'\: / .4 Publications. Details of all publications 
produced during the year should be listed together 
with any articles or other material written by 
individual staff members. Reference should also 
be made to any submissions made by the agency 
to any inquiry or investigation. In each case 
there should be some indication of the place where 
such publications and submissions may either be 
bought or at least read. 

4. 7 .5 Consumer Matters. In many cases the 
goods or services supplied by an agency are 
provided on a monopoly basis: the consumer has 
no alternative source of supply. Under such 
circumstances, the Committee believes, it is essential 
that agencies develop and demonstrate an 
appropriate regard for the rights of the users of 
their services. The annual report should provide 
some indication of the steps taken by the agency 
not only to deal with consumer complaints and 
inquiries but also to ascertain whether the public 
is generally satisfied with the goods or services 
provided. Details of the available avenues for 
formal appeals (for example, against a rating 
decision) should also be included. 

11 

4.7.6 Administrative Law Questions. Reference 
should be made to any inquiry undertaken by the 
Parliamentary Commissioner for Administrative 
Investigations and the ultimate result of that 
inquiry as well as to any decision of an 
administrative tribunal or court of law which has a 
bearing on the manner in which the agency is 
organised or operates. 

4.8 ECONOMIC INFORMATION 
4.8.1 Economic Environment. Closely related 

to the matters discussed in paragraph 4.7.1 above, 
the Committee believes that the report should 
include some consideration of the economic 
environment in which the agency operates. The 
particular nature of such a consideration will 
depend upon the type of work done by the agency 
but it might, for example, include references to 
inflation, interest rates, shifts in wage levels, the 
consequences for the agency of increased freight 
rates, postal charges or any other matters which 
may have a significant impact on the agency's 
cost structure. 

4.8.2 Resources. Specific reference should be 
made to the level of resources available to the 
agency and the consequences that any significant 
increase or decrease from previous levels is likely 
to have on the services provided. If the agency 
has its own revenue base, the causes of any major 
changes in resource availability should also be 
identified and explained. 

4.8.3 Pricing Policies. The Committee believes 
that where an agency produces goods or services 
for sale, the annual report should provide some 
explanation of the basis and methods used in 
setting prices. It is recognised that it may be 
important in some areas to maintain a level of 
commercial confidentiality, but this should not 
be allowed to shroud the whole process in secrecy. 
The principles involved in setting prices should be 
public information and identified in the agency's 
report. 

4.9 CHAIRPERSON'S REPORT 

4.9.1 The Committee believes that each report 
should contain a section in which the chairperson 
of the agency board not only highlights the 
operations of the previous year but also provides 
some indication of the particular problems (if any) 
faced by the agency at the time of reporting and 
details of any corrective action (including action 
by the government) necessary to rectify the 
situation. Wilile the Committee does not believe 
that reports should necessarily be nsed (as they are 
in some other jurisdictions) as a campaigning and 
opinion-forming medium, it does support the use 
of the report as a vehicle for communicating an 
agency's aspirations and concerns to both the 
Parliament and the particular public it serves. 
The Chairperson's report should provide a 
succinct and clear analysis of the agency's position 
as it stands as a result of the other factors discussed 
in the report and provide some indication of the 
likely position at the end of the next reporting 
period. 



4.10 SUMMARY OF THE YEAR'S 
OPERATIONS 

4.10.1 The Committee believes that each agency 
should include, in a prominent position in its 
annual report, a brief summary of the year's 
operation. The particular content will vary 
according to the agency's functions but it should 
provide quick and easy access to the major indices 
of an agency's performance. Use should be made, 
where possible, of graphics, histograms, piegraphs, 
tables and other devices to facilitate 
interpretation, though reference should also be 
made to the place in the report where the 
comprehensive data on the topic are included. 

4.11 STATISTICAL DATA AND TABLES 

4.11.l Statistical summaries of non-financial 
data (for example, passengers carried, services 
rendered or patients treated) should be provided 
together with comparisons for the past five years. 
Again the quantity and type of information will 
vary according to the function of the agency but 
the reader should always be provided with easy 
access to key performance indicators. There may 
be a case for some agencies issuing a separate 
document containing statistical data if its inclusion 
in the annual report would make it unnecessarily 
large. 

4.12 CONCLUSION 

4.12.1 Although at a first glance, the 
recommendations contained in the previous 
paragraphs appear to require the provision of a very 
great deal of information, the total is little more than 
some of the better agency reports already provide. 
The Committee is not of course advocating that 
information be supplied exactly in line with the 
different recommendations made but rather that 
each agency report, taken as a whole, should 
provide, at a minimum, information pertinent to 
all the categories suggested. 

4.12.2 Only in this way, in the Committee's 
view, can the non-financial reporting obligations 
of a government agency be satisfactorily met. 
The recommended disclosures do not threaten the 
agencies' managerial autonomy but they do require 
a more positive approach to accountability and 
scrutiny. Only those agencies whose management 
will not stand up to critical assessment will have 
anything to fear in the introduction of a more 
comprehensive approach to annual reporting. 

4.12.3 The Committee thus recommends that 
an Annual Reporting Act should require that the 
annual reports of government agencies should 
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contain information pertinent to each of the subjects 
considered in this chapter. That, as a minimum 
requirement, an annual report should disclose: 

BASIC ORGANISATIONAL 
INFORMATION 

Source of the agency's authority 
Responsible minister 
Ministerial directives 
Overall objectives 
Functions 
Powers 
Board membership 
Staffing matters 
Subsidiaries 

POLICY AND PROGRAMME 
INFORMATION 

Objectives 
Principal activities 
Policy achievements 
Policy reviews 
Performance indicators 
Policy changes 
Planning and future projects 

ORGANISATIONAL AND 
MANAGEMENT INFORMATION 

Organisational reviews and changes 
Training and staff developments 
Industrial relations issues 

INFORMATION ON THE 
ORGANISATION AND ITS 
ENVIRONMENT 

Environmental changes 
Organisational interactions 
Marketing and publicity campaigns 
Publications 
Consumer matters 
Administrative law questions 

ECONOMIC INFORMATION 
Economic environment 
Resource issues 
Pricing policies 

CHAIRPERSONS'REPORT 

SUMMARY OF THE YEAR'S 
OPERATIONS 

STATISTICAL DATA AND TABLES 



CHAPTER FIVE: FINANCIAL 
INFORMATION 

5.1 The four major goals of annual reporting 
were laid down in Chapter three (paragraph 3.6.1) 
and for convenience they are repeated here. In 
the Committee's view, an annual report should 
provide all the information necessary for: 

Monitoring agency performance in terms of 
financial regularity and legal compliance. 
Determining the financial position of the 
agency and the nature and extent of any 
changes that have occurred during the 
reporting period. 
Making economic, social and political 
judgments and decisions in relation to an 
agency's operations and performance. 
Evaluating the managerial and organisational 
performance of an agency. 

5.2 Clearly the realisation of these goals and 
more particularly the specific objectives associated 
with them (see paragraphs 3.6.2 to 3.6.5 above) 
wjlL. depend upon the disclosure, in an annual 
r'{ t, of all the financial information necessary 
to make the judgments or evaluations required. 
The central question is then one of how to ensure 
that all the relevant financial data is supplied in 
an intelligible form. This is a question which has 
attracted some considerable attention in Australia 
and overseas in the last ten years, but despite the 
amount of research undertaken, there has been 
nothing like agreement reached on the best way 
to improve public sector financial reporting. 
That the present arrangements leave a great deal 
to be desired and that in general they lag far 
behind the standards of the private sector, has 
been impressed upon the Committee by a great 
majority of the witnesses heard. However, in 
reporting this it should be emphasised that such 
problems are not confined to Western Australia: 
recent inquiries in Victoria and New South Wales 
have revealed equally disturbing positions in 
those States. 

5.3 As much as anything, the debate over the 
possible ways of improving public sector financial 
r{ ·ting centres on the extent to which standards 
a~. procedures developed in the private sector 
can be applied to government organisations. 
Substantial resources have been devoted to these 
developments and it is only natural that an attempt 
should be made to utilise them in the public sector. 

5.4 While the Committee generally supports 
the attempt to bring the benefits of private sector 
experience to government agencies, it does have 
some reservations about the wholesale acceptance 
of standards and principles developed in an 
environment which in some important respects is 
very different from that of the public sector. The 
Committee is concerned lest the uncritical adoption 
of such accounting techniques should in fact 
prove misleading and hinder rather than help 
the attempt to improve the intelligibility of financial 
reports. For example, the terms "profit" and 
"loss", crucial to private sector accounting, 
cannot be exactly translated into the language of 
public sector operations, while financial results, 
calculated according to private sector criteria, might 
reflect unfairly upon an agency's management 
which may in fact have had little opportunity to 
influence or control some of the key variables 
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which determined the final figures. The Committee 
is not suggesting that these problems cannot be 
resolved but it does believe that they should signal 
at least some caution against uncritically moving 
to adopt private sector financial reporting 
techniques. 

5.5 It is with this in mind that the Committee 
welcomes the recent establishment of a Public 
Sector Accounting Standards Board under the 
auspices of the Australian Accounting Research 
Foundation, a body sponsored jointly by the 
Australian Society of Accountants and the 
Institute of Chartered Accountants in Australia. 

. The Committee believes that the Board will have 
a crucial role to play not only in developing 
standards directly applicable to the public sector 
but also in encouraging uniformity of treatment 
amongst the States in Australia. In seeking to 
extend performance indicators beyond those of 
an agency's financial results, direct comparability 
of like organisations in different states would be 
a most useful analytical tool. The Committee 
notes with pleasure the appointment of Mr. W. C. 
Heron, Assistant Commissioner of the State 
Energy Commission, to the Board. 

5.6 However, the Committee recognises that 
it will necessarily be some time before satisfactory 
public sector reporting standards are developed and 
that at least in Western Australia, there is a fairly 
immediate need to improve financial accountability. 
Thus in this Report, the Committee has adopted 
an approach which endeavours to make maximum 
use of private sector developments whilst 
recognising the particular environment in which 
government agencies operate. 

5.7 In general, the Committee considers 
financial reporting to be a form of 
communication designed to put the recipients of 
the information in a position to make a 
comprehensive assessment of the operation and 
performance of the reporting entity. As such it 
takes the view that there are two major issues to 
be considered: the content of the information 
disclosed and the quality and comprehensibility 
of that information. If there is insufficient 
information available or if the information is 
misleading or incomplete, a proper account will not 
have been rendered and it will not be possible to 
make the kinds of assessments which the Committee 
believes must be made if democratic control of 
the administration is to be maintained. 

5.8 However, before moving to consider the 
issues of disclosure and standards, there is one 
matter which the Committee believes requires 
special attention. This is the basis or principles 
on which an agency's accounts are to be kept. 
Although there is an on-going debate about the 
relative merits of cash and accrual accounting, 
especially in relation to small undertakings, the 
Committee is convinced that from an accountability 
perspective, it is essential that government agencies 
maintain their accounts on an accrual basis. 
Only in this way will the Parliament and other 
users be provided with the kind of information 
necessary to make the judgments and evaluations 
detailed in paragraph 5.1 above. It is not 
sufficient (although it is important) merely to be 
able to trace what happened to an agency's 



cash: it is crucial that other data, inclnding, for 
example, the resources and assets available to an 
agency and the obligations it has incurred, should 
also be disclosed. To meet these wider demands, 
it is essential that agencies maintain their 
accounts on an accrual basis. It has been suggested 
to the Committee that so long as many agencies 
work on a system of cash appropriations from the 
Consolidated Revenue Fund, it will not be possible 
to introduce accrual accounting, The Committee 
does not accept this: it may perhaps be necessary 
for an agency to furnish two sets of accounts, bnt 
the information should already be available to 
the agency management and the costs involved 
will be far outweighed by the accountability 
benefits received. 

5.9 The Committee thus recommends that an 
Annual Reporting Act should require all agencies 
to maintain their accounts on an accrual basis 
unless a specific exemption has been granted by the 
Treasurer. 

5.10 DISCLOSURE 
5.10.1 The Committee believes that the 

financial disclosure requirements for government 
agencies should be laid down in an Annual 
Reporting Act. At a minimum an agency's financial 
statements should include information on the 
following items. 

5.10.2 Revenues 
State Parliamentary appropriations. 
Income from other State Government sources. 
Charges made for goods sold or services 
provided. 
Taxes, levies or licence fees charged or 
collected by the agency. 
Dividends received or due and receivable. 
Interest received or due and receivable. 
Gains from the sale of assets ( other than 
trading stock). 
Income received directly from the 
Commonwealth Government. 
Income from other sources. 

5.10.3 Expenses 
Operating expenses classified by input 
(salaries etc.). 
Operating expenses classified by programme. 
Interest paid or due and payable on debentures, 
deposits, loans or advances. 
Losses from the sale of assets ( other than 
trading stock). 
Depreciation and like charges. 
Amounts set aside for the renewal or 
replacement of fixed assets. 
Bad debts written off. 
Amounts set aside for the provision of bad 
debts. 
Amounts paid or due and payable to external 
auditors, accountants, lawyers, management 
consultants, or other like services. 
Fees, salaries or other benefits paid or due to 
be paid to members of the agency's board. 
Any other provisions made. 

5.10.4 Transfers and Adjustments 
Each transfer made to or from a reserve. 
Opening and closing balances of each reserve. 
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5.10.5 Assets 
Cash at bank and in hand. 
Moneys held in any trust account. 
Debts owed to the agency and bills receivable. 
Loans to board members and employees of 
the agency. 
Government, municipal and other public 
debentures, stocks or bonds. 
Shares in public or other companies. 
Share options in public or other companies. 
Debentures stock, bonds, notes and other 
securities. 
Stock on hand. 
Land. 
Buildings, including those erected on lease
hold (showing gross value, accumulated 
depreciation and written down value). 
Plant (showing gross value, accumulated 
depreciation and written down value). 
Furniture and fittings (showing gross value, 
accumulated depreciation and written down 

( -, 
value). 3 
Motor vehicles (showing gross v1!fue, 
accumulated depreciation and written down 
value). 
Other fixed assets by category. 
Any patents or trademarks held. 

5.10.6 Liabilities 
Advances from the State Government, 
indicating relevant details concerning interest 
and repayment requirements. 
Advances from the Commonwealth 
Government, including relevant details 
concerning interest and repayment 
requirements. 
Bank loans. 
Bank overdrafts. 
Debentures stock etc. constituting a change 
over assets. 
Unsecured debentures. 
Trade creditors and bills payable. 
Provision for doubtful debts. 
Relevant details of guarantees or other 
security provided in respect of other 
bodies in which the agency has an interest. 
Other liabilities. 

5.10.7 Leasing and Hiring 
The aggregate amount of lease and hire 
expenditures contracted for, together with 
details of the amount of that expenditure 
payable in each of the following three years. 

5.10.8 Resources provided free of charge or at 
Jess than commercial cost 

The estimated amount of assets provided to 
the agency by other State Government 
agencies or departments either free of 
charge or at less than commercial cost. 
The estimated amount of expenditure 
undertaken by other State Government 
agencies or departments in support of the 
agency either free of charge or at less than 
commercial cost. 



5.10.9 Capital Expenditure 
The aggregate amount or estimated aggregate 
amount of capital expenditure contracted 
for, so far as that amount has not other
wise been provided for. 

5.10.10 Comparative Figures 
The financial statements should include 
comparative figures for at least the three 
previous reporting years for all the major 
financial data. 

5.10.11 Particular Statements (Commercial 
Agencies) 

The financial statements of agencies 
maintaining their accounts on a commercial 
basis (for a full list of these agencies that the 
Committee believes should do this, see 
Appendix) should include: 
A balance sheet. 
A profit and loss statement. 
A statement of sources and applications of 

( funds. 

J.!0.12 Particular Statements (Non-Commercial 
Agencies) 

The financial statements of other agencies 
should include: 
An income and expenditure statement. 
A statement of assets and liabilities. 
A statement of capital accumulation 
(where appropriate). 
A statement of sources and applications 
of funds. 

5.10.13 Notes to tile Accounts 
Each financial statement should include 
comprehensive notes to the accounts. 

5.10.14 Tile Committee thus recommends that 
an Annual Reporting Act should require that the 
annual reports of government agencies should 
contain information pertinent to each of the subjects 
considered already in this chapter. That, as a 
1,htl.mum requirement, annual reports should 
'\ ose information on all: 

-, Revenues. 
Expenses. 
Transfers and Adjustments. 
Assets. 
Liabilities. 
Leasing and Hiring. 
Resources provided free of charge or at less 
than commercial cost. 
Capital Expenditure. 

and include: 
Comparative Figures. 
Particular Statements. 
Notes to the Accounts. 

5.11 STANDARDS OF FINANCIAL 
REPORTING 

5.11.1 The second major issue relating to 
financial information concerns the steps taken to 
ensure its accuracy, intelligibility and veracity. It 
is the Committee's view that the control of 
information quality will depend upon a number of 
separate developments. 
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5.11.2 Agency Board Responsibilities. The 
Committee believes that there should be a much 
greater onus upon the boards of individual agencies 
to take responsibility for the information presented 
in financial statements. While the Committee 
would not necessarily advocate the introduction 
of provisions (including penal sanctions) 
similar to those contained in the Companies Code, 
pertaining to the duties of company directors, it 
does believe that there needs to be further action 
taken to emphasise the responsibilities of agency 
board members, not least in respect of the quality 
of financial reports. There are two developments 
which the Committee believes will be required. 
The first involves amendments to each of the 
agencies' enabling statutes, whereby the particular 
duties of board members to present a true and 
fair view of the agencies' financial transactions 
and state of affairs would be explicitly stated. 
However, this is a matter beyond the immediate 
scope of this Report and will be taken up at a 
later stage. The second development is a matter 
which the Committee believes should be taken up 
in an Annual Reporting Act. 

5.11.3 Certificates. In order to emphasise the 
responsibilities of agency board members and to 
improve the general level of accountability, the 
Committee recommends that an Annual Reporting 
Act should make provision for the financial 
statements in an annual report to be accompanied by 
a certificate, similar to that required by section 269 
of the Companies Code, signed by at least two 
board members ( or the Commissioner or other 
chief officer if acting alone) and the principal 
finance or accounting officer, attesting that in their 
view, the financial statements show fairly the 
operations and state of affairs of the agency. 

5.11.4 Australian Accounting Standards. A 
second possible approach to establishing standards 
and accuracy in financial statements is through the 
use of the Australian Accounting Standards issued 
jointly by the Institute of Chartered Accountants 
in Australia and the Australian Society of 
Accountants. During the course of its inquiries, the 
Committee canvassed the idea of recommending 
the use of these standards with a number of 
witnesses and sent a questionnaire to each of the 
major agencies seeking to determine not only 
whether they would support the greater use of the 
standards, but also the extent to which they were 
already being implemented. 

5.11.5 In general, the Committee found 
widespread support for the greater use of the 
standards, subject to the recognition of a number of 
particular problems. These included: 

Possible conflicts between the accounting 
standards and certain provisions in the 
enabling statutes of particular agencies. 
Possible interference with the capacity of 
ministers to issue directives to an agency. 
The fact that the standards are based upon 
private sector reporting requirements in 
which considerations relating to profit and 
the maintenance of shareholders' equity are 
paramount. 
The relevance of the standards to small 
agencies with simple accounts and without 
staff qualified to implement them. 



The irrelevance of a number of the standards, 
particularly those relating to taxation. 

The need to recognise the specialised activities 
of certain agencies which could not be 
covered by a general standard. 

5.11.6 For these reasons, the Committee is 
unwilling to recommend the mandatory use of all 
the Australian Accounting Standards by government 
agencies. However, at the same time, the 
Committee is also conscious of the need to promote 
a greater degree of uniformity and clarity in 
agency financial reporting. The Committee hopes 
that the work of the Public Sector Accounting 
Standards Board will eventually resolve this very 
real dilemma. In the interim the Committee 
proposes that agencies should make as muc~ use 
as possible of the Standards and that particular 
attention should be given to AAS 6 "Statement of 
Accounting Standards Accounting Policies: 
Determination, Application and Dis~losure". As its 
title suggests the Standard deals with the factors 
to be considered in determining the accountmg 
policies to be applied and the manner in which 
the policies or any changes to them are to be 
reported. In particular, attentio~ is drawn_ to the 
consideration of relevance, materiality, consIStency, 
prudence and substance ov~r. form in determining 
an agency's accounting pohcies. The Committ~e 
believes that in the absence of agreed pubhc 
sector standards, responsibility should lie with an 
agency board to use accounting principles 
appropriate to the . undertaking and . that . these 
principles must be disclosed and explamed m the 
financial statements. 
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5.11.7 The Committee recommends that an 
Annual Reporting Act should include provisions 
equivalent to those to be found in AAS 6 dealing 
with the determination, application and disclosure of 
the agencies' accounting policies. 

5.11.8 Audit Certificates. The third and final 
consideration in relation to the standard of financial 
reporting concerns the role of the Auditor-General 
and more particularly the inclusion of audit 
certificates in the agency's annual report. In the 
Committee's view, the powers of the Auditor
General in relation to government agencies are 
neither sufficient to meet the requirements of 
modern auditing nor clearly enough established. 
However, these are matters that are beyond the 
immediate scope of this Report where attention 
must rest on the provision of audit certificates in 
reports that are p~esented to Parlia1;1ent. This 
matter has been raised with the Auditor-General 
who has assured the Committee that if the financial 
statements are provided promptly, his Department 
will be able to provide audit certificates, 
ready for inclusion in the _agenc_ies' ann~al rep?,r:ts, 
in time to meet the deadhnes discussed m the, J;t 
chapter. The failure to include such certificatl_,in 
an annual report not only raises questions about 
the veracity of the information therein, but also 
brings the possibility that particular statements 
may have to be revised after they have been 
widely circulated. 

5.11.9 The Committee thus recommends that 
an Annual Reporting Act should require that the 
financial statements forming part of an agency's 
annual report shall be accompanied by a current 
audit certificate. 



CHAPTER SIX: TIMELINESS AND 
PRESENTATION 

6.1 It is the Committee's firm belief that 
reporting within a reasonable time of the close of the 
year is an integral part of the duty of the agency 
to account for its stewardship. Not only is it 
important that all the required information about 
an agency's performance should be made available 
but it is equally important that it should 
be available promptly. The value of information 
depreciates with age and a report presented many 
months after the close of the year will rarely merit 
the expenditure incurred in its preparation. 

6.2 The Committee is mindful of the fact that 
there has been little ~re~sure on agencies to prepare 
timely reports, but 1t 1s also aware that in the 
absence of any systematic approach to report 
scrutiny the temptation to delay the disclosure of 
unpalatable truths until long after the event 
must be quite considerable. 

6.3 While there may be no necessary 
correlation between the standard and timeliness of 
anral reports and the quality of an agency's 
ill' ;ement system, the Committee nevertheless 
be ves that an agency which is well-managed 
and on top of its task should have no difficulty in 
preparmg an annual report to meet the standards 
of quality and timeliness detailed in this Report. 
In most cases, the required financial and 
performance data should already be available for 
mternal management information purposes and 
decisions on programmes, priorities and ot,jectives 
will already have been made by the agency's 
board. This is not to suggest that annual reports 
should necessarily include all the information 
available to, and used by, an agency's management 
but it is to argue that the detail which might 
appropriately be included should be readily 
available and that its consolidation into a timely and 
useful annual report is more a question of 
commitment than anything else. 

6.4 Under the provisions of the Companies 
(Western Australia) Code, directors are required to 
prepare a number of documents, including a 
directors' report, profit and loss account and 
baj' ce sheet, not less than fourteen days before 
thil. Jmpany's annual general meeting (see ss 269 
and 270). Such meetings must be held within 
five months (six months in the case of exempt 
proprietary companies) of the close of the financial 
year (see s 240 [IJ). Under the official listing 
requirements of the Australian Associated Stock 
Exchanges: 

"The interval between the close of the financial 
year of the company and the issue of the printed 
annual report to the company's shareholders and 
Home Exchange shall not exceed 4 months" 
(s 3C [IJ). 

6.5 The Committee can conceive of no 
substantial reason why the limits just mentioned 
should not provide the basis for determining the 
maximum time allowed for government agencies 
to report. 
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6.6 A further consideration relates to the 
conduct of parliamentary business in the first half ol 
the financial year. The budget is normally brought 
down in early October and debate on it continues 
almost up until the Christmas recess. The 
widespread availability of agencies' annual reports at 
this time would undoubtedly assist consideration 
of the Appropriation Bills and provide Members 
with some substantial information about the 
agencies whose estimates they are being asked to 
approve. Furthermore, due to the length of the 
summer recess, failure to table reports by early 
December means a delay of several months before 
they are released. 

6.7 For these reasons the Committee 
recommends that an Annual Reporting Act should 
require each minister to lay before both Houses of 
Parliament the annual report of each government 
agency within his/her jurisdiction witbin four 
months of the close of the financial year of the 
agency concerned. 

6.8 The Committee further recommends that 
an Annual Reporting Act shall specify that where 
any government agency has failed to provide the 
minister with its annual report in time to meet the 
deadline referred to above, the minister shall report 
that failure and the reasons therefor to both Houses 
of Parliament. 

6.9 The Committee also recommends that an 
Annual Reporting Act should provide that in 
situations where Parliament is not sitting when a 
report is due for tabling, the minister should 
forward copies to the Clerks of the two Houses for 
tabling on the next sitting day. Once 
acknowledgement of the receipt of the report has 
been made, it should then be available for distribution. 
In this way the delays in releasing reports caused 
by the Parliamentary recesses could be largely 
eliminated. 

6.10 Finally there remains the question of 
what action should be taken in cases where an 
agency's report is not forthcoming by the due 
date. In equivalent circumstances the Companies 
Code and the Stock Exchange's Rules provide 
particular penalties, involving, on the one hand 
fines and on the other, the threat of delisting. In 
the Committee's view such sanctions should not 
be necessary for government agencies. The fact 
that a minister will be placed in the invidious 
position of having to explain to Parliament why 
an agency within his or her portfolio has failed to 
report should be sufficient to ensure a fairly high 
degree of ministerial supervision. However, in 
terms of emphasising the importance Parliament 
attaches to the accountability of government 
agencies the Committee recommends that any 
report tabled in the Legislative Council after the 
due date should be referred to the Standing 
Committee for inquiry and report on the 
circumstances relevant to its tardy receipt. 



APPENDIX 

AGENCIES RECOMMENDED BY THE COMMITTEE TO KEEP THEIR ACCOUNTS ON A 
COMMERCIAL BASIS (See paragraph 5.10.11) 

Albany Port Authority 

Bunbury Port Authority 

Dairy Industry Authority of Western Australia 

Dried Fruits Board of Western Australia 

Eastern Goldfields Transport Board (Goldenlines Bus Service) 

Esperance Port Authority 

Fremautle Port Authority 

Geraldtou Port Authority 

The Grain Pool of Western Australia 

The Honey Pool of Western Australia 

Joondalup Development Corporation 

Lotteries Commission 

Metropolitan Market Trust 

Metropolitan (Perth) Passenger Transport Trust (MIT) 

Metropolitan Water Authority 

Motor Vehicle Insurance Trust 

Port Hedland Port Authority 

State Energy Commission (SEC) 

State Government Insurance Office (SGIO) 

State Implement and Engineering Works 

Superannuation Board 

Totalisator Agency Board (TAB) 

Western Australian Coastal Shipping Commission (Stateships) 

Western Australian Egg Marketing Board 

Western Australian Government Railways Commission (Westrail) 

Western Australian Lamb Marketing Board 

Western Australian Overseas Projects Authority 

Western Australian Potato Marketing Board 
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SUMMARY OF RECOMMENDATIONS 

That an Annual Reporting Act should be introduced which will not only make it mandatory for government 
agencies to report annually to Parliament, but which will also specify the reporting and accounting standards 
required (paragraph 3.4). 

That the objectives of annual reporting should be set down in an Annual Reporting Act. That these should 
provide the information necessary for: 

Monitoring agency performance in terms of financial regularity and legal compliance. 

Determining the financial position of the agency and the nature and extent of any changes that have 
occurred during the reporting period. 

Making economic, social and political judgments and decisions in relation to an agency's operations 
and performance 

Evaluating the managerial and organisational performance of an agency 
(3.6.9.) 

That all Business, Commercial and Trading Authorities, Marketing Authorities, Executive Authorities, 
Educational, Cultural and Research Authorities, and Regulatory Authorities should be included within 
the jurisdiction of an Annual Reporting Act (3.8.2). 

That the Minister responsible for the administration of an Annual Reporting Act shall have the power to 
exempt designated agencies or classes of agencies from particular reporting requirements, but that any 
sur~xemption made shall be reported to Parliament (3.8.6). 

That an Annual Reporting Act should require that the annual reports of government agencies should 
contain information pertinent to each of the subjects considered in this chapter. That, as a minimum 
requirement, an annual report should disclose: 

Basic Organisational Information 
Policy and Programme Information 
Organisation and Management Information 
Information on the Organisation and its Environment 
Economic Information 
Chairperson's Report 
Summary of the Year's Operations 
Statistical Data and Tables 

(4.12.3) 

That an Annual Reporting Act should require all agencies to maintain their accounts on an accrual basis 
unless a specific exemption has been granted by the Treasurer (5.9). 

That an Annual Reporting Act should require that the annual reports of government agencies should 
contain information pertinent to each of the subjects considered already in this chapter. That, as a minimum 
re'{· ·ement, annual reports should disclose information on: 

Revenues 
Expenses 
Transfers and Adjustments 
Assets 
Liabilities 
Leasing and Hiring 
Resources provided free of charge or at less than commercial cost 
Capital Expenditure 

and include: 
Comparative Figures 
Particular Statements 
Notes to the Accounts 

(5.10.14) 

That an Annual Reporting Act should make provision for the financial statements in an annual report to 
be accompanied by a certificate, similar to that required by section 269 of the Companies Code, signed by 
at least two board members (or the Commissioner or other chief officer if acting alone) and the principal 
finance or accounting officer, attesting that in their view, the financial statements show fairly the operations 
and state of affairs of the agency (5.11.3) 
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That an Annual Reporting Act should include provisions equivalent to those to be found in AAS 6 dealing 
with the determination, application and disclosure of the agencies' accounting policies (5.11.7). 

That an Annual Reporting Act should require that the financial statements forming part of the agency's 
annual report shall be accompanied by a current audit certificate (5.11.9). 

That an Annual Reporting Act should require each minister to lay before both Houses of Parliament the 
annual report of each government agency within his/her jurisdiction within four months of the close of 
the financial year of the agency concerned (6.7). 

That an Annual Reporting Act shall specify that where any government agency has failed to provide the 
minister with its annual report in time to meet the deadline referred to above, the minister shall report that 
failure and the reasons therefor to both Houses of Parliament (6.8). 

That an Annual Reporting Act should provide that in situations where Parliament is not sitting when a 
report is due for tabling, the minister should forward copies to the Clerks of the two Houses for tabling 
on the next sitting day. Once acknowledgement of the receipt of the report has been made, it should then 
be available for distribution (6.9). 

That any report tabled in the Legislative Council after the due date should be referred to the Standing 
Committee for inquiry and report on the circumstances relevant to its tardy receipt (6.10). 

20 



) 








