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Introduction

This Guide summarises the current status of the Government's financial reform agenda and includes a brief outline of the structure and content of Budget Paper No. 2.  

FINANCIAL REFORM

Accrual Output Based Management 

The 2000-01 Budget has been developed and presented on the basis of information relating to outputs and government desired outcomes.  The budget presentation contains output measures relating to the quantity, quality, timeliness and cost of each output and includes major initiatives and major achievements by output.  To enhance the disclosure of performance information, the budget papers now include key effectiveness indicators for each agency, together with a cross reference to additional performance indicators in agency annual reports.  The Budget has once again been presented on a full accrual basis, reflecting the pivotal role of full-cost information and accrual reporting in the implementation of output based management.

The emphasis on outputs and desired outcomes is an important change in the way government is managed.  Outputs and outcomes information seeks to clarify the purpose for which funding is being sought, as well as the performance of agencies in delivering the services for which funding is provided.  Information on agency outputs was reported for the first time in the 1997-98 Budget Papers and this information has been refined and expanded upon in the 1998-99 and 1999-2000 Budgets.  The 2000-01 Budget provides further evidence of continuing improvements in the presentation of information, including as previously mentioned, the disclosure of key effectiveness indicators.  

The output based management initiative, as it is referred to in Western Australia, represents an important part of a package of inter-related financial management reforms being implemented by government to enhance the transparency, accountability and performance of government and agencies.

For the 2000-01 Budget, agency information to be incorporated in the budget continues to form the basis of Resource Agreements.  These agreements provide a mechanism for the formal endorsement of budget decisions regarding outputs to be purchased and the Government's ownership interest as reflected in the agency projected financial plan.  In addition to providing an accountability framework for resource decisions, the agreement emphasises the purchaser/owner/funder relationship between the Government and agencies.  

For the 2000-01 Budget, the parties to the Resource Agreement are the Minister, as purchaser of outputs on behalf of the Government; the agency Chief Executive Officer, as the output provider and accountable officer; and the Treasurer, as representative of the funder and owner.  In the case of statutory authorities, a representative of the accountable authority (usually the chairperson) is also required to sign the agreement.  

Responsibility for the identification of government desired outcomes and specification of relevant outputs rests properly with agencies and Ministers.  Agencies have put considerable effort into refining their output structures and government desired outcomes, and will continue to work on refining their output information and specification as they gain more familiarity and experience with the concept.  To assist in this process, Treasury continues to provide ongoing advice and assistance to agencies, and issues guidelines and other publications as appropriate.

Future Developments

The next steps in the Government's financial reform agenda are the implementation of accrual appropriations and a capital user charge, increased emphasis on the articulation of the Government's strategic goals and desired outcomes, and replacement legislation for the Financial Administration and Audit Act.

The final step in the implementation of accrual output budgeting requires a revised and better regime in which appropriations are made on an accrual basis.  This will enable agencies to align all their financial management processes - planning, resourcing, monitoring and reporting on a consistent basis.  Appropriating on an accrual basis will also provide a better fit to the accrual accounting and management environment than the existing cash-based regime and will encourage managers to keep and use accrual accounts for enhanced resource management purposes.

A capital user charge on capital employed by departments is also proposed to be introduced to create incentives for better asset management and to more accurately assess the full cost of output provision.  The Government of Western Australia, and therefore the taxpayer, has an investment in excess of $20 billion in the net assets of government departments.  Capital employed by departments has an opportunity cost in that these funds could be spent on other government priorities.  The cost of this investment is also a significant element of the full cost of goods and services provided by departments which is not presently reflected.  A capital charging arrangement would allow both enhancement of the management of departmental capital and measurement of the full cost of departmental outputs.  

The implementation of the accrual appropriation and capital user charge initiatives is dependent upon the passage of amendments to the Financial Administration and Audit Act by Parliament.

In the meantime Treasury is examining a number of implementation issues and is finalising a user manual titled Purchasing and Analysing Outputs.  This manual will assist in providing Treasury and agency staff with the necessary knowledge and 'tools' to implement accrual output based management.

A key step in progressing the reform agenda is better articulation of the strategic goals and desired outcomes of government.  This will enable meaningful consideration of resourcing issues against whole-of-government outcomes and priorities.  This will also provide the framework for reporting and monitoring of cross-agency initiatives that address government outcomes.  Some work in this direction is reflected in Budget Paper No. 3, which includes summary details of cross-agency involvement in whole-of-government initiatives.

A review of the Financial Administration and Audit Act is also being progressed so that the legislation better reflects the current financial management and accountability framework.

ENHANCEMENTS TO BUDGET PAPER NO. 2

To enhance the disclosure of performance information, the budget papers include key effectiveness indicators for each agency.  These indicators provide information on the extent to which government desired outcomes have been achieved through the funding and production of agreed outputs.  In previous years the budget papers indicated how agencies planned to measure effectiveness, but did not include any effectiveness indicators.  Due to space limitations, the budget papers contain only key effectiveness indicators.  Readers are encouraged however to refer to agency annual reports for more information regarding effectiveness indicators.  

The Budget has once again been presented on a full accrual basis, reflecting the pivotal role of full-cost information and accrual reporting in the implementation of output based management.

As in the preceding year, a cross reference index showing major policy areas that cut across a number of budget sector agencies is included at the back of each volume of this Budget Paper.  Due to the number of pages, the 2000-01 Budget Paper No. 2 continues to be published in three volumes.
Structure and Content of Budget Paper No. 2

Chapter 1, Consolidated Fund Expenditure Estimates 

The Consolidated Fund Expenditure Estimates present, in summary form, details of appropriations as required by the Standing Orders of the Legislative Assembly and estimated net appropriation revenues to be retained by departments in accordance with section 23A of the Financial Administration and Audit Act.

Chapter 2, Net Appropriation Determinations

This chapter contains summary details of net appropriation revenue by agency for the six year period 1998-99 to 2003-04.  The estimated net appropriation revenues are to be retained by departments in accordance with section 23A of the Financial Administration and Audit Act. 
Chapter 3, Agency Information in Support of the Estimates

The financial information in this Chapter for each agency relates to the six year period from 1998‑99 to 2003-04.

The information for each (alphabetically listed) Consolidated Fund agency is structured as follows:

Agency Level Information:

· Appropriation and Forward Estimates: provides details of controlled and administered appropriations to the agency for Recurrent and Capital Services, appropriations to Trust Funds and standing appropriations made under other statutes.  Details of amounts retained under Net Appropriation Determinations are shown, as required by the Financial Administration and Audit Act.

· Mission: a statement of purpose or an agency’s reason for existence, that is, the chief role that an organisation is to perform.

· Significant Issues and Trends: issues and trends that have or are likely to have a significant impact on an agency’s effectiveness and efficiency.

· Major Policy Decisions: this section describes the major policy decisions impacting on the agency since the last Budget on 6 May 1999, and includes financial details of these initiatives.

· Output and Appropriation Summary: provides details on net costs for each output of the agency and on capital appropriations.  Aggregate information is also disclosed.  Recurrent estimates are reported on a total net accrual cost of outputs basis, with adjustments for non-cash items to reconcile to the total cash cost of outputs.  This amount is reconciled to appropriations provided to fund outputs by adjusting for cash balances and other financing activities.  

Output level information – Outcomes, Outputs and Performance Information

· The Resource Agreement indicates that the outcome, output and financial information is the subject of a signed agreement between the relevant parties.
· The Outcome is the Government desired effect or impact on the community or target clients of the output(s). 

· The Output title is listed. 

· Output Description is a concise statement providing an explanation of the services being delivered, the method of delivery and identification of client groups.  Outputs are described in terms of what they are, not what they are for, and may be of a tangible nature such as number of student places or nursing home bed days, or of an intangible nature such as policy advice to Ministers. 

· Accrual net cost of output information is provided for 2000-01 (budget estimate) and the two prior years.  This information reflects the full accrual cost of the output, adjusted for any operating revenues such as fees and charges for services provided.  The net cost of output figure is then adjusted for non-cash items such as depreciation, employee leave entitlements, and superannuation, to derive the cash cost of the output. 

· Output measures of quantity, quality, timeliness and cost are required for each output (1999‑2000 estimated and 2000-01 target).  The quantity measures describe outputs in terms of how much or how many units are planned to be produced.  Quality measures usually reflect service standards based on customer needs and include the dimensions of accuracy, completeness, accessibility and acceptability.  The timeliness measures provide parameters for how often or within what time frame outputs are to be produced.  Cost measures reflect the full accrual cost of producing each output.  An important focus is the cost per unit of output, which forms the basis of the efficiency indicators reported in agency annual reports. 

· Key Effectiveness Indicators are also disclosed, providing information on the extent to which government desired outcomes have been achieved through the funding and production of agreed outputs.  

· Major Achievements for 1999-2000 describes major projects, initiatives, etc. within each output, expected to commence or be completed during the current financial year.

· Major Initiatives for 2000-01 outlines significant initiatives, within each output, expected to be undertaken during the budget year.

Financial Statements

An Operating Statement, Statement of Financial Position, and Statement of Cashflows, is presented for both the controlled and administered funds of each agency.  These statements show actuals for 1998-99, estimated actuals for 1999-2000 and estimates for the four year period from 2000-01 to 2003-04. 

The format of these statements follows that of the statements provided in annual reports of agencies and the underlying information is produced using the Australian Accounting Standards and Concepts as guidance.  The financial data is reported on an accrual accounting basis and takes into account non-cash transactions such depreciation, revenue received in advance, debtors and creditors.

· Operating Statement provides information on budget and forecast agency revenue and expenses, and includes cash and non-cash transactions.  In this statement, operating expenses are summed to give the total cost of services which is then adjusted for operating revenues including user charges and fees, interest and net profit on asset disposal to arrive at net cost of services.  The difference between net cost of services and total revenues from government is the change in equity resulting from operations. 

· Statement of Financial Position is the “balance sheet”.  It provides information on forecast assets and liabilities of the agency, the difference between total assets and total liabilities providing the “equity” or accumulated surplus/deficit of the agency.  

· Statement of Cashflows details the forecast movement of cash, that is, all inflows and outflows for the agency.  Cashflows are classified as resulting from operating activities, investing activities, financing activities and from government.  The bottom line of this statement is the “cash (on hand) at the end of the reporting period”.

· Reconciliation of Operating Result to Overall Change in Cash Holdings.  This statement reconciles changes in Agencies' equity resulting from operations to net changes in cash held by Agencies.

Financial Position – Summary and Outlook

This section provides details on any major issues that are reflected in the agency financial statements.

Details of Controlled Grants, Subsidies and Transfer Payments

This section provides details on the composition of agencies' annual expenses on grants, subsidies and transfer payments.

Details of Administered Transactions Expenditure

This table details administered expenditure for the agency.

Capital Works Statement

The Capital Works Statement details the agency’s planned capital works program for 2000-01 and provides financial information against Works in Progress, Completed Works and New Works.  Financial data is also provided on equity transactions administered on behalf of the Government.  The source of funds for the projects is identified and includes appropriations, borrowings and internal funds and balances.

Revenue

In cases where agencies collected revenue which is paid to the Consolidated Fund rather than retained, details of estimated revenues are shown.

Trust Account Details
This section applies to those agencies that are responsible for administering transactions against Trust Accounts established for specific purposes, eg.  the Western Australian Family Foundation Trust Account which is administered by the Department for Family and Children's Services.

Net Appropriation Determination

The determination describes those monies which may be received and retained by the Agency, in accordance with Section 23A of the Financial Administration and Audit Act, and applied to the agency's outputs as specified in the Budget Statements.

Goods and Services Tax (GST)

All Government agencies will be affected by the introduction of the GST.  Agencies will pay GST on purchases for which they will generally receive input credits from the Commonwealth.  Some agencies may also collect GST on sales and user charges, which are then paid to the Commonwealth.  The impact of the GST is reflected in the agency appropriation table and the controlled statement of cashflows.  There is no impact on the operating statement or output costs.  In addition, to allow Departments to retain GST input credits and GST receipts on sales, these items have been included in the agency net appropriation determination in accordance with Section 23A of the Financial Administration and Audit Act.

Non Consolidated Fund Agencies

Statutory authorities which do not receive appropriations from the Consolidated Fund, but which are planning or undertaking a capital works program are reported in the agency section of the Budget Statements.  Relevant details include the authority’s capital works projects and the funding sources.

NOTES

The following style conventions have been used in this budget paper:

· Figures in tables and text have been rounded.  Discrepancies in tables between totals and sums of components are due to rounding.  Percentage changes in all tables are based on the underlying unrounded amounts and not the rounded amounts.

· Unless otherwise stated a negative sign indicates a deficit while no sign indicates a surplus.

· The shading within tables is intended to draw the reader’s attention to the 2000-01 Budget Estimate.

· The following notations are used:

-
Nil

$m
$ million

$’000


$ thousand

na denotes 



na
Not available

