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The CHAIRMAN-I open these proceedings by welcoming Or Peter Sheehan, DirectorGeneral, Department of Management and Budget. I ask you, Dr Sheehan, to give your
name, address and position, and to introduce your colleagues.
Dr Sheehan-I am Peter lames Sheehan and my address is 21 Mayfair Avenue, Lower
Templestowe. I am Director-General of the Department of Management and Budget. My
colleagues are: Barry Nicholls, Assistant Director-General, Budget and Resources
Management Division of the Department of Management and Budget; and Doug Thomas,
Director, Budget Operations, Department of Management and Budget.
The CHAIRMAN-Thank you for attendin~. This Committee has been established to
assist the Legislative Council in its consideratIon of the Budget. Consequently, its basic
task is to provide a flow of information to the Legislative Council that will mainly be in
the form of Hansard transcripts and any report the Committee chooses to prepare. This
may not be the only meeting as the Committee may not finish its business today. I shall
ask Mr Birrell to ask the first question.
The Hon. M. A. BIRRELL-We are working on the basis of different members of the
Committee asking questions in turn. I am interested in getting some background on the
Budget Papers as presented. As a prelude to what was made clear to us in our discussions
prior to this meeting, the CommIttee members took on board the suggestion that there
will be cases where documentation is needed.
We are interested in getting documentation that we may discuss this afternoon, subject
to what you can make available. I want to ask questions on the Budget Papers, and ask
whether you would be able to elaborate on them, particularly in the context of the
philosophy in which they were presented and the meaning that is to be attached to them
from the Government's point of view or the department's point of view, whichever way
you wish to answer.
For example, I refer you to Budget Paper No. 4. Page 4 indicates that the 1985-86
payments by the State Bank to the Government were $54·976 million. In that context, I
also ask you to refer to page 18 of Budget Paper No. 2 which records State Bank payments
as $45 million. Could you tell the Committee which of those two figures is in error, or
whether they are both in error and, if so, how that could arise in the context of the
preparation of the Budget documents?
The Hon:M. J. SANDON-I wish to interject here. My understanding is that these
officers were called here today to give background information on the preparation of the
bud$etary process, rather than to answer specific questions. It seems to me that Mr Birrell
has Immediately homed in on the interpretation of figures contained within the Budget,
which is outside the modus operandi of this afternoon's meeting. It seems that it is not in
accord with the position the Committee is in now.
Session 1986-1
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The CHAIRMAN-Dr Sheehan, it is up to you. Are you in a position to answer that
question at the moment?
Dr Sheehan-From the letter I received from the secretary, I had the expectation that
we were to discuss general process matters and the provision of information. I am in a
position to answer the particular question, but I cannot say that I have prepared every
detail of it. From the correspondence we had, it was my understanding that matters of
process and concern with the provision of information would be the topics for today.
The Hon. M. J. SANDON-Mr Chairman, I have raised a question. Will you respond
to it?
The CHAIRMAN-Dr Sheehan has indicated what he was expecting. I shall ask Mr
Birrell to rephrase his question.
The Hon. M. A. BIRRELL-I am mindful of that. I thought we would discuss general
principles, rather than taking an abstract approach. I am interested in Dr Sheehan outlining
his views at whatever level he wishes and in whatever way he wishes in relation to specific
areas of questioning. I realise that we may be meeting again on Friday or at some later
stage, and if Dr Sheehan feels he cannot answer any questions through lack of advance
notice, I am more than happy to accept that answer.
I wanted to raise general principles in the context of specific issues, rather than speaking
in what might otherwise be academic terms. The question is whether there are inaccuracies
in the documents I have raised on the specific issue. How could that error occur, and what
measures are put in place to ensure that inaccuracies do not occur in the preparation of
Budget documents? The specific issue I raised related to the State Bank as referred to in
Budget Papers Nos 2 and 4.
The Hon. M. J. SANDON-Can I take it, in terms of the further question, that the
comment I made earlier about the process and background being the subject of discussion
will not be adhered to? Will you, Mr Chairman, allow Opposition members to continue to
break the ground rules agreed upon by this Committee?
The Hon. J. V. C. GUEST-Perhaps I could say something here, because I had clear
ideas about this on Friday. I want to ask a number of questions about the sort of information
that is available and which can be made available, particularly in comparison with what
is readily made available to the Senate and in the light of committees in Victoria.
The general budgetary process seems to me to be what is general to the Department of
Management and Budget, rather than looking minutely at individual estimates and
individual departments, if one is to know the general principles upon which the Estimates
and related documents are drawn and the general input to the Department of Management
and Budget. For that reason anything that we will be putting along the lines Mr Birrell has
mentioned to the Director-General will be about the general budgetary process.
The CHAIRMAN-The ultimate test will be whether the witness feels in a position to
answer the question. If he thinks a matter is too specific, the Committee will be happy to
treat it as a question on notice to be dealt with later.
The Hon. B. W. MIER-Could I clarify the position? Could the Committee call upon
the secretary to read a copy of the letter sent to Dr Sheehan?
The CHAIRMAN-The question was asked of Dr Sheehan. Before the Committee
delves into that matter, he should answer the question.
The Hon. B. W. MIER-To clear my mind, and to clear the question for the Committee,
and in view of what was said at the inaugural meeting, I should be happy if the secretary
read the letter.
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The SECRETARY-The letter is dated 13 October and reads as follows:
Dear Or Sheehan,
I refer to the establishment of the Legislative Council Estimates Committee on 8 October and enclose for your
information a copy of the resolution of the House appointing the Committee.
As I indicated to your secretary, the Committee decided at its meeting last Friday to invite you and/or
representatives from the Department of Management and Budget to give evidence on Tuesday, 14 October on(i) the general budgetary process;
(ii) the availability and access to information; and
(iii) the form and content of explanatory material for submission to the Committee.
To assist you in relation to the final aspect, I also enclose a copy of the Senate Estimates Committees report of
Chairmen on the Form and Content of Explanatory Notes and the Staffing of Estimates Committees.
The Committee regards the appearance of Management and Budget representatives largely as an essential
information gathering exercise prior to its detailed examination of the Estimates.
The resolution appointing the Committee provides for a Hansard report to be taken of all evidence which will
eventually be tabled in the House with the Committee's report. Witnesses appearing will be given the opportunity
to review their evidence and make alterations within certain guidelines before that evidence is tabled. The other
point worthy of note at this stage is that all meetings of the Committee will be held in open session.
Your Secretary has advised me this morning that you and two of your officers can attend at 3.30 p.m.
tomorrow. That time is suitable to the Committee. It would assist if you could advise the names of those officers
prior to the meeting which will be held in the Legislative Council Committee Room at Parliament House.
On behalf of the Committee I wish to thank you for your co-operation in arranging to give evidence at such
short notice.
Yours faithfully,
(W. R. Tunnecliffe)
Secretary

The CHAIRMAN-The reading of that letter seems to indicate that, in resolving the
apparent differences as paraphrased by Mr Birrell, it will be necessary to talk about the
general issues but in some cases it will also be necessary to look at specific examples, to
make them real for the Committee, so that they can be better understood.
However, if Dr Sheehan is not in a position to answer them because of their detailed
nature, we treat them as being questions on notice for our next meeting.
The Hon. M. J. SANDON-I am sure Dr Sheehan can answer those questions. I am
just concerned that when witnesses are invited before the Committee, it is explicitly stated
on the invitations that they receive that they will be asked to talk on general information
and that later detailed examinati~n will carry that through.
The credibility of the Committee is put at risk when, in correspondence with witnesses,
that is not carried through.
The Hon. M. A. BIRRELL-All that being said, what I want to do is to elicit comments
on the principles involved in the process by raising a specific example. As I said in my
own comments-and the chairman reiterated to this-if a specific example cannot be
addressed now, I can live with that; it can be addressed at some later stage. However, in
the absence of specific examples, it becomes an academic exercise. Therefore I raise this
example in order to come to the point of what type of process is put into place to ensure
that there are no errors in the Budget documents and, indeed, that there are no errors
whether they be presentational errors or not.
Dr Sheehan-I am happy to attempt to answer the general question. As I am sure the
Committee is aware, the key decisions on which the Budget is based are made by the
Cabinet, after consideration by the relevant Cabinet committees, on the basis of such
advice as it deems appropriate to take.
The core of the Budget is the Appropriation Bill, which is presented to the House, but
an extensive range of papers seek to explain to the Parliament and, through the Parliament,
the people of Victoria, the background to the Budget decisions, the context in which the
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decisions were taken and the meaning and implications for the economy and for the public
sector.
It is the responsibility of the Department of Management and Budget to prepare those
papers to give effect to the decisions of the Government, which are summarised, in
particular, in the Appropriation Bill.

As the Committee is aware, those papers are extensive and the reason is that there has
been an attempt to strengthen those papers and, in particular, to make them more
meaningful and to explain the context more fully, including the strategy behind the Budget
and the implications of Budget decisions.
In putting together those papers, material is drawn on-particularly in Budget Paper
No. 5-that is submitted by departments, but in the bulk of the papers the responsibility
for the accuracy of the material rests with the Department of Management and Budget.
As I said, in recent years we have tried to stress, in particular, more meaningful documents
to make available the strategy and thinking behind the Budget.
As Committee members would be aware, millions of numbers appear in the Budget
documents and within the Department ofManage~nt and Budget extensive checks take
place to ensure that there are no errors in those.~umbers. Clearly, the most extensive
checks are undertaken on the core of the Budget itself-the Appropriation Bill, which is
presented to Parliament.

It is the unfortunate fact that, on occasions, mistakes can remain-either typographical
or of another nature. In the process of attempting to explain the meaning and context of
the Budget, mistakes slip through the Department of Management and Budget process
and Mr Birrell has drawn our attention to one such mistake in respect of public authorities,
viz., in respect of the payment from the State Bank.
The figure in Bud,et Paper No. 4, page 4, for the State Bank is the correct figure. The
incorrect figure, which arose from a transcription problem from the computer to the
printing machine is in Budget Paper No. 2, as is the total to which that adds. Therefore,
that is the general process.
The CHAIRMAN-To clarify the reference, you are saying that in Budget Paper No. 4,
page 4, the figure is correct?
Dr Sheehan-Yes. Budget Paper No. 4 is the one entitled "Receipts 1986-87
Consolidated Fund Receipts and Commonwealth Payments to or for Victoria".

The CHAIRMAN-You are saying that the figure of$54 976 232 is correct?
Dr Sheehan-Yes.
The Hon. M. J. SANOON-I should like to ask Dr Sheehan some questions in relation
to background, if I may.
The CHAIRMAN-Is it on the same point?
The Hon. M. J. SANOON-No, I should like to get some background in terms of the
witness.
The CHAIRMAN-The Committee will finish this point first because Mr Birrell had a
follow-on question.
The Hon. M. A. BIRRELL-You called it a transcription error and you mentioned a
computer program. Could you outline what process it is that leads to the documents being
presented following the computer program, and what the link is there?
Dr Sheehan-I am not exactly clear on what you are getting at but, clearly, the
Department of Management and Budget has a number of computer data bases. The
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revenue Estimates are compiled on a regular basis and kept up within the Revenue
Division of the department.
In broad terms, the Estimates, the expenditure numbers, are the responsibility of the
Budget and Resources Management Division. All revenue numbers in the Budget should
be consistent with the master data base but, as I have said, on this particular occasion
there is an error in respect of the State Bank and, consequently, here and in one other
place in the Budget Papers in respect of the total for public authority payments.
The Hon. M. A. BIRRELL-Is that also in Budget Paper No. 4, the other error?
Dr Sheehan-There is an error in respect of the total for public authorities payments
on page 28. The correct numbers are the numbers summarised on page 4. There is a figure
of $409·9 million quoted on page 28 of Budget Paper No. 4.
The Hon. M. A. BIRRELL-That is wrong?
Dr Sheehan-That is, the correct figure is $413780873.
The CHAIRMAN-That is where it appears under the heading "Public Authorities" in
the first line-$413· 7 million instead of$409·9 million?
Dr Sheehan-That is correct.
The Hon. M. A. BIRRELL-Are the computer programs for the different Budget
departments the same? I am trying to work out the source which leads to different
conclusions in different papers. Is there a different program that each Budget Paper is
drawn from?
Dr Sheehan-No, we basically have a single data base in respect of revenue with which
all revenue numbers throughout the Budget Papers should be consistent. You will be
aware that Estimates change. Our officers are refining forecasts and revenue Estimates
continually in the preparation of the Budget process, and one of the sources of error which
we try to guard against comes from last minute changes in Estimates. These changes can
arise from the variation in the assumptions concerning inflation or any of the wide range
of variables which go into forecasting receipts, errors can then arise if any variation in the
Estimates is not fully reflected in all the numbers which occur throughout the five volumes
in respect of that item. That is probably the most important source.
The Hon. M. A. BIRRELL-Finally, on the State Bank point, are there any other errors
,
regarding State Bank payments that you are aware of in the Budget documents?
Dr Sheehan-The only areas of error that I am aware of in respect of the public
authorities are the three places we cited: the table that you referred to in Budget Paper
No. 2 and the textual reference on page 28 of Budget Paper No. 4.
The CHAIRMAN-Of all public authorities, that is the only error? Is that what you
said? I do not want to put words into your mouth.
Dr Sheehan-It is the only error we have detected. To my knowledge the only errors in
respect of public authorities' receipts are in that table in Budget Paper No. 2 and in that
textual reference on page 28 of Budget Paper No. 4.
The Hon. M. A. BIRRELL-Is there also another error for the State Bank on page 29
of Budget Paper No. 4 when you compare it with page 15 of the Treasurer's Statement? At
page 29 of Budget Paper No. 4 it reports the State Bank payment to the Government as
comprising a total of a public equity of $14·6 million and a tax payment of $40·4 million,
whereas the Treasurer's Statement attached to the Auditor-General's report shows at page
15 that the equity contribution of the State Bank was $3·6 million and on pa~e 13, the
State Bank's payment was $51·3 million. That total is the same as recorded In Budget
Paper No. 4, but the equity contribution or dividend is altered from $14·6 million to $3·6
million. Why is there a difference in those payments?
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Dr Sheehao-I shall have to take that Question on notice, Mr Chairman, as I came
prepared to speak on process matters.
The Hoo. M. A. BIRRELL-It is not one that you have found as an error in your study
already?
Dr Sheehan-It is certainly a matter on which I am not briefed.
The Hon. M. J. SANDON-Could you give the Committee the general information on
your Qualifications and economic experience?
Dr Sheehan-I am the holder of Bachelor of Science and Master of Arts degrees, from
Melbourne University and Doctor of Philosophy from Oxford University. After that I
worked for five years as a Research Fellow in the Research School of Social Sciences in
the Australian National University. For approximately the next ten years, I was the
Principal Research Fellow at the Institute of Applied Economic and Social Research at
the University of Melbourne, during which time I was editor of the Australian Economic
Review and a number of publications on economics, including being the principal author
of the Melbourne institute's study for the Public Bodies Review Committee, The Economic
Impact ofPublic Bodies in Victoria.
I joined Government service in May 1982 as Director of the Office of Management and
Budget Task Force and became Director-General of the Department of Management and
Budget about a year later.
The Hon. B. W. MIER-Could I direct a Question to Mr Thomas? I understand, Mr
Thomas, your position is Director of Budget Operations. Could you tell the Committee
how many years you have been a public servant?
Mr Thomas-About 31 years.
The Hon. B. W. MIER-What is your present position within the Department of
Management and Budget?
Mr Thomas-Director of Budget Operations.
The Hon. B. W. MIER-What does that involve?
Mr Thomas-Both the recurrent and works and services expenditure. The Budget for
both recurrent and works and services expenditure.
The Hon. B. W. MIER-How long have you been in that position of being responsible
for work on the Budget?
Mr Thomas-In respect of recurrent, about nine years, and in respect of works and
services, four years.
The Hon. B. W. MIER-Is there any major difference in the process of preparing this
Budget as compared with Budgets in the past?
Mr Thomas-I think the basis is something that has evolved over a number of years.
Changes occur every year. In the general process, I do not think there is much change. In
specific elements there may be changes from year to year, depending on how information
is sought and so on.
The Hon. B. W. MIER-Would it be fair to say that there is more information in the
1986-87 Budget as compared with the 1981-82 Budget?
Mr Thomas-It is certainly a different presentation-1986-87 to 1981-82. There is
more information in respect of agencies, mainly through the introduction of program
budgeting and through the implementation of the program structures as set out in Budget
Paper No. 5. That is mainly in respect of the area that I am responsible for.
The Hon. B. W. MIER-In other words, there is a lot more information provided now
than there was some years ago when you first wen~ there.
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Mr Thomas-Yes, in respect of agencies, there is.
The Hon. J. V. C. GUEST-Just to follow up on the same point, I do understand
mistakes will happen in a large enterprise. You are not suggesting that mistakes involving
several millions of dollars in papers on which the Budget decisions are made are
unimportant, are you?
Dr Sheehan-No, most certainly not. I am suggesting that it is the responsibility of my
department to ensure that no mistakes are made, and we regret that there have been
mistakes.
The Hon. J. V. C. GUEST-To follow up precisely on the question that Mr Birrell
asked, I should like Dr Sheehan to examine the latest annual report of the State Bank,
which I shall hand to him, particularly at the part that I have marked, and to determine
whether it is Budget Paper No. 4 or the Treasurer's Statement which gives the figures
correctly.
Dr Sheehan-I should like the opportunity of considering this document. I might say
that there are reasonably complex conceptual matters about taxation, notional taxation,
dividend and other matters to be considered. I am more than happy to talk about these
matters, but I should like to examine the document.
The Hon. M. A. LYSTER-Dr Sheehan, there has been considerable debate and possibly
some misunderstanding about the divisions between recurrent and capital expenditure.
Will you explain how those decisions and divisions are made and who makes those
decisions?
Dr Sheehan-As the Committee will be aware, the Budget Papers provide, and have
provided for about six or seven years, information on two classifications of expenditure:
one is the division of the Consolidated Fund into the Works and Services Account and
the Current Account; and the other is the National Accounts Estimates, which follow
internationally-accepted classification procedures.
It'is still true to say that the major basis on which the Budget is presented is the
traditional Current Account-works and services classification. That follows principles
that have been adopted in this State for many years and have continued to be adopted
through 1986-87.
Many issues can and have been addressed about whether either expenditure or receipts
are adequately classified in the capital area in that particular classification. Because of that
we have put more emphasis on the development of the National Accounts Estimates and,
in the Budget Papers for this particular year, we have provided more information, including
a specific chapter in Budget Paper No. 2 to explain the National Accounts Estimates.
As we say, we have those two classifications, again, designed to give Parliament as much
information as possible about the meaning of the Budget. The first remains the primary
one. It is based on the traditions that have been inherited over a long period in public
finance in Victoria. The second is based on the widely-used international basis, the National
Accounts Estimates.
In the broad, those approaches to classification do not change much from year to year.
The CHAIRMAN-On the question of classifications, one heading that appears
throughout the Budget is, "Special Appropriations". Does that in the general sense form
part of Government expenditure and is that item divided into works and services?
Dr Sheehan-Yes, certainly.
The CHAIRMAN-Will you explain to the Committee just exactly what sort of item is
being dealt with in "Special Appropriations"?
Dr Sheehan-Mr Thomas or Mr Nicholls may be able to give you a more expert
account, but, broadly, special appropriations are matters which are listed by the Parliament
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for expenditure on a particular topic, where Parliament gives authority for the necessary
payments to be made under that particular heading. Again, that has been a longstanding
practice.
The CHAIRMAN-That is an authority for the payment of those amounts out of the
Consolidated Fund, is it?
Dr Sheehan-Yes, for that particular purpose-for the particular purpose designated
by the description.
The CHAIRMAN-Given the general nature of that appropriation, if we compare, for
instance, the major expenditure areas of health, education, transport and community
services as presented in Budget Paper No. 5, where it lists all those items at table No. 6.1,
according to my calculation, that table totals about $6410 million whereas at page 95 of
Budget Paper No. 2 there is a figure which is greater than that by some $386 million.
Will you explain the different treatment, for instance, of Budget Paper No. 2, Table No.
6.1, which is expenditure on major social services and lists those major Budget items,
which come to $6797 million, which, as I say, is $386 million more than the sum of those
items in Budget Paper No. 5?
The difference appears to be the treatment of the special appropriations. I was wondering,
why the different treatments?
Mr Nicholls-Table No. 6.1 expenditure reflects only the annual appropriations and
that was done in terms of that being a particular Bill that is being debated by Parliament;
special appropriations are not the subject of special debate by Parliament but are provisions
made under special legislative arrangements.
It is argued whether one could have a table for it-take the broader concept that is
provided for in Budget Paper No. 5. In terms of the papers, there is always the issue of
what the coverage is. It is true payments through the Consolidated Fund include both
special and recurrent appropriations. Special appropriations are almost invariably recurrent
expenditure consistent with the traditional classification distinction to which Dr Sheehan
referred but in, for example, Budget Paper No. 5, Table No. A.l at page 5, it shows for
1985-86 there was an amount of $2· 7 million provided for works and services special
appropriation, but this particular table relates only to annual appropriations and they
reflect the amounts in the Appropriations Bill. Budget Paper No. 5 does have the broader
classification that deals not just with Consolidated Fund expenditure but also with both
annual and special appropriations and also information about expenditure that may not
come through the Consolidated Fund at all and the reason for that information being
provided is that it is consistent with program budgeting principles. It makes sense to look
at the total appropriations for areas of housing and transport, which generate their own
revenues, and these do not flow through the Consolidated Fund. Some information is
about annual appropriations, some about special appropriations, some adds those together,
and some adds even more and adds total expenses. That total expenditure information is
provided only in Budget Paper No. 5.

The Hon. M. A. LYSTER-Is this something new?
Mr Nicholls-The coverage beyond the Consolidated Fund certainly is new. Last year,
for the first time, Budget Paper No. 5 provided a summary table which showed an
aggregate for total program expenses going beyond the Consolidated Fund. Previous years'
Budget Papers certainly had in respect of each agency the first table that is presented and
this has been presented for two years. It shows expenditure which covers both the
Consolidated Fund and the Trust Fund. That was produced for the first time in 1985-86.
The summary table which added all those together was produced for the first time in
1986-87.
The CHAIRMAN-Special appropriations need to be authorised for payment out of
the Consolidated Fund, do they?
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Mr Nicholls-It is not a matter that appropriation provides. In that sense the discretion
the Parliament has is not there and they normally relate to payments for Parliamentarians'
salaries and so on, which are taken outside the normal Budget process.
Dr Sheehan-To add a general comment on that particular matter, because it highlights
an important issue we are to discuss, numbers and interpretations of tables, there are a lot
of purposes for which tables can be constructed. We have tried to explain what is happening
in the Budget Papers. There are a lot of different definitions corresponding to those
particular purposes, so that you can get an appearance of difference in totals where what
lies behind it is not an error but a different purpose or a different definition, and I think
you will find that.
The CHAIRMAN-Do you believe those differences are always explained in the Budget
Papers for the reader?
Dr Sheehan-It would be wrong and the last thing I would wish to say is that our Budget
Papers could not be improved. I am sure that they can be improved further in specifying
the meaning of the statistical information. I believe we could make more progress.
The Hon. M. J. SANDON-Do you believe the Budget Papers have been enhanced in
recent times compared with ten years ago?
Dr Sheehan-I do not claim to be an unbiased witness on this matter, but my view is
that major steps have been taken in the past four or five years to improve the
meaningfullness of the Budget Papers. The major emphasis of the Department of
Management and Budget has been to try to explain more fully what it all means, what the
strategies are that lie behind it and what the context is in which it is placed. It is for other
people to judge. My view is that some ground has been made in that respect.
The Hon. M. A. BIRRELL-The chairman has put the view that Table 6.1 in Budget
Paper No. 2 shows a difference of $386 million compared with Table A.l at page 5 of
Budget Paper No. 5. I am interested in your comments on Table 6.1, which is the subject
of discussion. It is headed "Expenditure on Major Social Services", and its base year starts
at 1983-84. A large number of the other tables do not start with that base year. Table 6.2
is an example-it starts at 1981-82. Is it just for reasons of space that Table 6.1 started at
1983-84 rather than the base year of 1981-82 as in Table 6.7?
Dr Sheehan-I could not give the reason why a particular set of years was provided. It
may be because of the availability of information on a comparable basis. It may be for a
lot of reasons. The department does not impose upon the authors of various pieces of
material that go into the Budget Papers that they use a single year frame-work. Data
sources and a wide range of other matters affect what period is most appropriate.
The Hon. M. A. BIRRELL-Who would have drawn up Table 6.1?
Dr Sheehan-The chapter was prepared within the Budget and Resources Management
Division of the Department of Management and Budget. It was subject to extensive
consultation with officers in affected agencies. I could not answer which particular officer
drew up the table.
The CHAIRMAN-What is the total number of staff of the Department of Management
and Budget?
Dr Sheehan-The group known as the "head office" -which excludes the tax and
stamps officers and other persons-has approximately 300 people.
The Hon. M. A. LYSTER-Were you suggesting, Dr Sheehan, that there may not be
appropriate figures available from 1981-82 to enable the production of a table headed
"Expenditure on Major Social Services"?
Dr Sheehan-There are many problems in compiling consistent statistical series. Apart
from anything else, there has been a lot of change in the structure of government. Many
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changes have occurred in arrangements with the Commonwealth Government. The
department regards it as its obligation to provide Parliament with consistent and meaningful
information. There are substantial statistical problems if one provides information with a
major break because, for example, of the introduction of Medicare or some other change.
The Hon. J. V. C. GUEST-The Committee has had it explained that Table 6.1 of
Budget Paper No. 2 contains the annually appropriated amounts for recurrent expenditure
and works and services expenditure, but not special appropriations. It would not be
appropriate to describe it as a table showing the increase in Government expenditure over
the relevant years.
Dr Sheehan-I would like to take some more advice on that. I would like to explore
precisely what is the nature of the special appropriations within that table and whether it
would have been more appropriate to include those or exclude those in the context of the
objectives of the chapter.
The Hon. J. V. C. GUEST-Perhaps I am being simple, but you have indicated that
special appropriations form part of Government expenditure, and there are special
appropriations within each of the Budget areas. If one were to say quite simply that Table
6.1 shows the increases or the trend in Government expenditure, the table would have to
include special appropriations, would it not?
.
Mr Nicholls-The chapter is headed "Social Development Issues and the Budget". One
can always debate the meaning, but in so far as expenditure relates to the Budget-the
Appropriation Bill-it is consistent to say that that chapter presents information regarding
annual appropriations.
The Hon. J. V. C. GUEST-It is really for people who know their Budget Papers.
Dr Sheehan-I am not certain off the cuff whether it is noted, but it should have been
noted that the table did not include special appropriations. I would need to take more
time to explore whether the table could have been better constructed to include those, but
it is a fair point that it would have been appropriate to include a footnote or some
explanation about that.
The Hon. R. M. HALLAM-I take it from the comments that have been made that the
Committee is prepared to talk about general principles now but that members should be
flagging specific issues because that is the way the problem will unfold. I would like to flag
a couple of specific issues, presuming that Dr Sheehan, Mr Nicholls and Mr Thomas will
attend the Committee at a later date.
I shall talk about the matter of reporting standards. In view of the fact that the Committee
is discussing a general philosophy based on cash accounting and the potential that that
provides for the deferral of expenditure leading up to balance day, are you, Dr Sheehan,
happy about the current practice in relation to balance day adjustments?
Can you assure the Committee, for instance, that no expenditure has been deferred
simply to present the picture at the end of the year? Can you assure the Committee that
liabilities have been taken into account? Are you happy with the way that asset management
has been conducted?
Dr Sheehan-Many important accounting issues are continually addressed by the
Department of Management and Budget, for example, the relevance and appropriateness
of a move towards accrual accounting and the desirability of developing something more
in the way of a balance sheet. The department would wish to pursue many issues.
I am certainly in a position to assure the Committee that, to my knowledge, no deferral
of expenditure designed to improve or change the picture or make the numbers look more
effective has occurred. Certainly, the department would not have supported that and
would not have been a party to it.
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To my knowledge the same is true of liabilities; that the Department of Management
and Budget has fairly laid out before Parliament, the liabilities picture. The department
has noted the desires of Parliament, expressed in the reports of the Auditor-General and
elsewhere, to improve the reporting to Parliament on the liability side and it will continue
to do that, but I assure the Committee that to my knowledge, in this Budget, there have
been no balance day adjustments designed to change the expenditure picture and no
fudging of the liabilities.
The Hon. R. M. HALLAM-Can you tell the Committee what controls are in place to
prevent a deferral of expenditure within departments?
Dr Sheehan-The department seeks to operate a tight expenditure control process. It
now operates a productivity savings process each year. The record shows that in recent
years expenditure in aggregate has been held close to budgeted totals. The expenditures of
individual agencies and their relationship to the Budget total for the particular agency are
monitored on a regular basis by the Budget and Resource Management Division, but not
on a day-to-day basis. Mr Thomas and his budget managers monitor that area. The
department asserts close control over expenditure outcomes and close control over
payments through the financial year and at the end of each financial year.
The Hon. R. M. HALLAM-Parliament has had specific examples over the past month
of particular items of expenditure that have been deferred. Most of those items relate to
creditors who are unhappy about the time taken to settle. Is the control mechanism at the
departmental level effectively preventing that sort of thing occurring? I am not doubting
the way in which the figures are drawn up, but I am concerned that the source figures are,
in fact, misleading. I base that question on reports I have received directly from creditors.
Dr Sheehan-I would not wish to give the impression that the Department of
Management and Budget either seeks to or has the ability to control and oversee every
transaction. It does not have that ability and we do not believe it is appropriate for the
budgetary process. Consequently, I cannot say, and did not wish my earlier remarks to be
interpreted as meaning, that there have been no transactions which had occurred of that
nature, but we do seek to exercise fairly close control over aggregate performance and
through those controls have the ability to ensure that no major movements occur which,
to a substantial degree, have the effects you are talking about.
For instance, if a department was running $10 million under budget through May, the
department would be in a position to ensure that not even a substantial amount of those
funds would be expended in July.
The Hon. R. M. HALLAM-What is your response to the Auditor-General's report
which says that almost a quarter of all creditors' accounts remain outstanding after eight
weeks?
Dr Sheehan-The Government has made it clear that it regards the early settling of
accounts within guidelines as a matter of importance. The department has had processes
in train, including selective audits and other processes, to ensure that the Government's
wishes are put into effect.
There are, as you are aware, millions of accounts about which we are talking. It is a very
large public sector. We perceive a need to improve the systems which are in place and that
is happening.
I do not have the knowledge to comment on every transaction but substantial efforts
are being put in place to ensure the performance in that regard. I did not come briefed to
give the Committee a detailed report on the payment of bills.
The Hon. R. M. HALLAM-Dr Sheehan-The Hon. M. J. SANDON-Mr Chairman, this is hardly one for one, which is in
keeping with the way the Committee is being chaired so far.
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The Hon. R. M~ HALLAM-Dr Sheehan, why would the Auditor-General think it
necessary to say in his report that a forward commitment in leaseback arrangements was
not mentioned in the Budget documents?
Dr Sheehan-You would have to direct that question to the Auditor-General, as to why
he thought it appropriate to say that. It is the case that the numbers are included in the
Budget Papers, the Budget sector liabilities in respect of leases are included.
The CHAIRMAN-Could you provide to the Committee a detailed statement of the
Government's lease commitments which includes any residual value liabilities and when
they are due? The Committee would then have a figure of the total cost to the State of
leasing arrangements, which obviously includes the final lump sum.
Dr Sheehan-Could I take advice about that?
The CHAIRMAN-Certainly.
The Hon. B. T. PULLEN-Dr Sheehan, you have pointed out that the Appropriation
Bill is the core document because it has to be tabled before and be approved by Parliament
and that the other documents, such as Budget Paper No. 2, are extensions of the Bill and
provide additional information which helps people understand the whole process.
Could you explain how the range of statistics that are presented in Budget Paper No. 2
are put together and, taking Mr Hallam's point further, could you assure the Committee
that the Treasurer, in particular, does not manipulate or adjust those statistics to give a
more favourable presentation?
Dr Sheehan-If I can spell out my earlier remarks; it is the responsibility of the
Department of Management and Budget to prepare the economic forecasts on which the
Budget is based and to prepare documents explaining the background and implications of
the decisions that the Government has taken. As I have indicated, we have a substantial
group of people working under high pressure for some months to produce those papers.
That is the responsibility of the department and, as a consequence, any mistakes in them
ofa reporting nature or explanatory nature fall to the department.
The Treasurer, together with his colleagues, has the responsibility for the decisions
about the Budget and clearly engages in lengthy discussions with his colleagues about the
appropriate budgetary stance and the particular decisions, but it remains the responsibility
of the Department of Management and Budget to produce the papers. That is certainly the
way the system operates and will, I believe, continue to operate.
The Hon. M. A. BIRRELL-In response to Mr Hallam's question, you said that, to the
best of your knowledge, there had been no deferral of expenditure to make the books look
good. To the best of your knowledge, would it not be right to assume that you know?
Dr Sheehan-I would be happy for you to make that assumption. I thought it would be
proper for me to qualify my comments on that basis. I would expect to know if there had
been any of those practices going on at the macro level, and I assure the Committee that
there have not been any at the macro level, as I indicated.
I do not claim to have knowledge of every transaction that occurs in the public sector,
which is an extraordinarily large and complex section, so I qualified my remarks by saying
they were within my knowledge.
The Hon. M. A. BIRRELL-To the best of your knowledge, the documents before us
are accurate and there has been no attempt to mislead?
Dr Sheehan-That is certainly true. There has been no attempt to mislead. I assure the
Committee, without qualification, that there have been no manoeuvres of the type the
other member of the Committee mentioned.
The Hon. M. A. BIRRELL-Has an erratum been issued for any of the mistakes that
have been picked up?
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Dr Sheehan-Information has been made available on errors, but no formal erratum
has been issued. The Government has not yet taken a decision.
The Hon. M. A. BIRRELL-To whom has that information been made available?
Mr Nicholls-One erratum was issued in respect of chapter 9 of Budget Paper No. 2.
The CHAIRMAN-For the sake of Hansard, does that have a date?
The Hon. M. A. BIRRELL-It is not dated. It is on the Treasurer's letterhead.
Mr Nicholls-I think it was issued on the day of the Budget, or maybe the day after.
The Hon. M. A. BIRRELL-I was interested in learning what formal documents had
been issued correcting mistakes in the Budget Papers.
Dr Sheehan-To my knowledge, there have been no formal documents. We could make
such a document available to the Committee, if you think that is appropriate.
The Hon. M. A. BIRRELL-Have any documents correcting the Budget been made
available to anyone outside the Government? I am not interested in what is happening
inside the department.
Dr Sheehan-To my knowledge, no formal documents have been made available.
Information may have been provided in response to requests about particular errors, and
I expect it has been, but there have been no formal documents.
The Hon. M. A. BIRRELL-Could you provide the Committee with a list of the errors
in the documents?
Dr Sheehan-Yes, we could do that.
The Hon. M. J. SANDON-Could you please tell us the role of the Treasurer in the
budgetary process?
Dr Sheehan-The basic role of the Treasurer is in the context of working with the
Priorities Committee of Cabinet and Cabinet itself to take the leadership of the decisionmaking process, to marshal and present information to his colleagues and to ensure that,
in their view, the best decisions are made. Then the responsibility passes to the department
to provide back~ound interpretation and analytical material. I believe that distinction in
roles is appropnate and will continue.
The Hon. M. J. SANDON-He does not have a role to become involved in micro-level
figures?
Dr Sheehan-He certainly issues no directions as to particular tables to be constructed
or figures affected. That is not the practice.

The Hon. J. V. C. GUEST-I refer you to page 330 of Budget Paper No. 5. I ask you to
confirm that the figure for financial items-State Development Program principal and
interest under Program No. 726, transfer and other payments, was $104·731 million in
1985-86. Do you agree with that?
Dr Sheehan-Yes.
The Hon. J. V. C. GUEST-The estimate for the current year is $107 million. Do you
confirm that?
Dr Sheehan-I confirm that the figure is in the documents.
The Hon. J. V. C. GUEST-You are not confident that it represents the real estimate?
Dr Sheehan-I think the Treasurer has confirmed that that figure is in error. I did not
come here expecting to talk about particular allocations.

The CHAIRMAN-Perhaps Mr Guest could flag this issue.
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The Hon. J. V. C. GUEST-! flag that part of it. I should like to know whether one of
Dr Sheehan's colleagues could answer this matter, as their expertise may be slightly
different. Where in the Appropriation Bill does one find those amounts?
Dr Sheehan-I refer yo.u to page 135 of Budget Paper No. 3 under Program No. 726,
item 5563, financing charges.
Mr Nicholls-The correct amount for 1986-87 is $124·1 million, instead of $107
million.
The CHAIRMAN-This is an amendment to Table C.25.3 on page 330 of Budget
Paper No. 5.
The Hon. B. W. MIER-It is not an amendment.
Tile CHAIRMAN-What is the nature of it?
Mr Nicholls-It is a presentational error in Table C.25.3 on page 330 of Budget Paper
No. 5.
The CHAIRMAN-It is an amendment to Table C.2S.3.
Mr Nicholls-That number obviously will have a consequential effect on the totals in
Table C.25.3. The figure shown on the bottom of that page is incorrect, but it is shown
correctly on page 135 of Budget Paper No. 3.
The CHAIRMAN-Could you give us that figure?
Mr Nicholls-The total works and services expenditure for that program for 1986-87
would be $257·385 million, instead of$240·28S million.
The Hon. B. T. PULLEN-The correct figure is in the document which is before
Parliament.
The Hon. J. V. C. GUEST-They are all before Parliament. On the same program and
on the same subject matter, I ask you to look at page 320 of Budget Paper No. 5. The fi$Ufe
of $257·385 million is the estimate for 1986-87 for works and services appropriatlons
under Program No. 726, transfer and other payments. The total given on page 330 of
Budget Paper No. 5 under that program is $240.285 million. Is that the same error as the
previous one?
Mr Nicholls-That is the one I referred to.
The CHAIRMAN-What you are saying is that the amount on page 320 of Budget
Paper No. 5 of$257·385 is correct and that the total in Table C.25.1 is not correct?
Mr Nicholls-Yes, that is correct and it concurs with the Appropriation Bill.
The Hon. J. V. C. GUEST-In other words, that is the only error in Program No. 726,
under the financial item State Development Program, Principal and Interest?
Mr Nicholls-The error there has consequential effects on sub-totals and totals; but, in
fact, the item as described in the financial program, principal and interest should more
correctly read "Transport Authorities".
The CHAIRMAN-We are correcting Table C.2S.3?
The Hon. J. V. C. GUEST-Yes. Therefore the figure is wrong; it should be $124
million and it also should have a different description. It should read "Transport
Authorities" .
Mr Nicholls-It is financing the transport authorities. The normal department in which
this is a normal heading is a State Development Program principal and lnterest item. This
was not corrected in respect of this particular program. It should really read, "Transport
Authorities". It is a finance charge.
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The CHAIRMAN-Is there anything in the text that would have pointed that out?
Mr Nicholls-No; Table C.25.3 is one of many new tables and there is no textual
reference.
The Hon. M. J. SANDON-Mr Chairman, notes are continually going to and from the
corner party, the non-participating party. Is it your continuing definition that those people
are non-participating?
The CHAIRMAN-We have said that as long as it does not interfere with other people
on the Committee and as long as it is not audible, any person before the Committee may
have access to notes.
The Hon. J. V. C. GUEST-I wish to follow up my question because there are other
unintended consequences. What, then, is the correct figure for the State Development
Program Principal and Interest?
Mr Nicholls-The total amount is all related to the transport authorities' financing
charges.
The Hon. J. V. C. GUEST-Is there a figure for State Development Program Principal
and Interest?
Mr Nicholls-No.
The CHAIRMAN-So that is a description that should not have appeared at all?
Mr Nicholls-That is correct.
The Hon. J. V. C. GUEST-I should like to refer to the matter of debt servicing and
the statement in Budget Document No. 2 on page 61. The statement reads, "Debt service
is estimated to cost $1004·2 million in 1986-87, an increase of $107·3 million compared
to their level in 1985-86.". My question is: Will Dr Sheehan advise the Committee,
specifically where the money for this debt servicing requirement is located in the
Appropriation Bill and do the amounts appropriated for 1986-87 equal that figure of
$1004·2 million?
Dr Sheehan-I will need notice to answer that question. I am sure there is a correct
answer, but I will have to put it on notice.
The Hon. J. V. C. GUEST-Perhaps I can ask half of the question to help the Committee
understand what is going on because this point concerns basically what the Committee is
all about.
Perhaps one of Dr Sheehan's colleagues could indicate where one might look in the
Appropriation Bill to find the figures that add up to that amount.
Dr Sheehan-They are in Budget Papers Nos 3 and 5, they are both appropriations and
special appropriations. We could not point, off the cuff, to the particular places but we
shall be happy to respond to the Committee on that point in more detail at a later stage.
The Hon. J. V. C. GUEST-On much the same matter, I refer Dr Sheehan to Budget
Document No. 2, pages 148 and 150. I wish to ask, firstly, why 1986-87 interest in the
National Accounting Statement's economic type framework is $1046·1 million, while the
National Accounting Statement's purpose classification puts the 1986-87 interest at $750
million.
If one looks at the second top line on the right on page 148 and compares it with the
sixth bottom line on page 150, one sees the two figures that I am having some difficulty
reconciling.
Dr Sheehan-I am sure there are answers to these questions, but I do not have them,
off the top of my head.
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The Hon. R. M. HALLAM-I should like to expand on that point and ask Dr Sheehan
whether he will take that whole question of net debt and the servicing costs on notice
because there are other areas that I should like to pursue at a later date.
Dr Sheehan-We can take it on notice. Some of the detailed questions are quite different
from the advice we have. .
The CHAIRMAN-That is right. It is no criticism of you. These things naturally come
up because of the very nature of the Committee's work.
Dr Sheehan-What exactly are we after?
The Hon. R. M. HALLAM-From my point of view, I am having difficulty reconciling
the specific net debt level about which we are talking in various areas and the service costs
that relate to it.
Percentages are quoted in a number of places that to me seem to be quite different and I
want to ask questions, specifically, on what they refer to.
Dr Sheehan-We can certainly do that. As the Committee is aware, there are many
different concepts, classification procedures and so forth. We can be fully briefed on those
points.
The Hon. J. V. C. GUEST-I have not really finished my question and it would be
helpful, if Dr Sheehan is to provide an answer on this aspect of debt servicing, if I point
out that in previous years, in Budget Document No. 2, the economic transactions
framework in the National Accounting Statement and the Purpose Classification had
exactly the same figures for interest and it is in that context in particular that I should like
to know why this year we have such very different figures under the headings with no
apparent explanation in the documentation.
I gather that the question is well understood and maybe an answer is readily available.
Dr Sheehan-It is not available from me at present but I am grateful for the context in
which it is being asked.
The Hon. M. A. LYSTER-An earlier question was directed to Dr Sheehan about the
role of the Treasurer in the Budget process. I ask Mr Thomas, given his experience under
a number of different Treasurers, whether he can perhaps comment on any differences
that there may have been between the operations of this Treasurer and former Treasurers?
Mr Thomas-From my standing in the organisation and the functions with which I
have been involved, I would have to say that the functions of the Treasurers have been
very similar.
The Hon. M. A. LYSTER-Therefore, there has been no unusual action, so far as you
are concerned, by this Treasurer, and no attempt to alter or manipulate any figures?
Mr Thomas-None whatsoever.
The Hon. B. W. MIER-Following that through, in other words, the claim that the
Government Media Unit had a role in preparing the Budget is completely false?
Dr Sheehan-I am pleased to say that that is correct.
The Hon. M. A. BIRRELL-Dr Sheehan, I am interested in obtaining some comments
from you on loan raisings. The Treasurer's Statement outlines loan raisings at pages 16
and 17. Would you agree that the amount on page 17 of that document of $81 615 is
inaccurate?
Dr Sheehan-Not so much that it is inaccurate, it is a number which ought not to be in
the table. It is a sheer typographical problem. It has no heading to which it relates and it
plays no part in the table.
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The Hon. M. A. BIRRELL-$81· 7 million was not meant to be listed there. How would
that have occurred?
Dr Sheehan-I would need again to check the exact mechanism and whether it was a
printing problem.
The Hon. M. A. LYSTER-But it is not in the Appropriation Bill.
The Hon. M. A. BIRRELL-It is in the Treasurer's Statement.
Dr Sheehan-It does not affect the totals.
The Hon. M. A. BIRRELL-Are there any other errors in that?
Dr Sheehan-Again, I ask that that be on notice.
The CHAIRMAN-As I understand the request Mr Birrell made to you about the
corrections to the Budget Papers, it applies to all the five papers we are considering?
Mr Nicholls-This is not a Budget Paper.
The CHAIRMAN-Can we include the Treasurer's Statement?
Dr Sheehan-We would be happy to do that.
The Hon. M. A. BIRRELL-As a general question apart from that issue, Dr Sheehan,
that I have raised which you have agreed should not have been there, are you aware of any
other errors, as of now, in the Treasurer's Statement?
Dr Sheehan-I am not aware of any errors, but, again, I would like to take that on
notice. We understood the request of the Committee was to discuss processes and
information.
The Hon. M. A. BIRRELL-As of now, are you aware of any errors?
The Hon. B. W. MIER-What, after your questioning?
The Hon. M. A. BIRRELL-Whether an error has been brought to your attention in
the Treasurer's Statement that you would like to tell us about now. I accept that you might
want to go away and check on any, but whether there are any in the Treasurer's Statement
as of now?
Dr Sheehan-The one that has been brought to my attention in the Treasurer's Statement
is the one you mentioned. I would obviously go away and ensure further checks before we
respond to the Committee.
The Hon. M. A. BIRRELL-You are not aware of any others?
Dr Sheehan-I am aware of other matters I would like to check. I am not aware of a
definite error.
The Hon. M. A. BIRRELL-I will go through them when you come back.
The Hon. R. M. HALLAM-Could I flag two other areas for further sessions. One is
the transfers though the Treasurer's trust fund and the other is the accounting standards
in relation to the sale of assets and the treatment of the proceedings therefrom.
The CHAIRMAN-Differential treatment?
The Hon. R. M. HALLAM-Just the treatment.
Dr Sheehan-Transfers through the Treasurer's trust fund and accounting standards on
the sale of assets.
The Hon. R. M. HALLAM-And the treatment of the proceeds from the sale of assets.
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Dr Sheehan-Would it be possible to get from the Committee subsequent to this
meeting some formal statement on the matters on which I have been given notice?
The CHAIRMAN-I hope tomorrow we will have your transcript, in which case you
will have it.
Dr Sheehan-It would be useful to obtain such advice.
The Hon. M. A. LYSTER-The feeling is that he came prepared for a certain course of
action this afternoon and that has not been followed.
The CHAIRMAN-We will ask the secretary to go through the transcript and collate
those issues indicated for further report and get that to you in letter form as quickly as
possible-I hope tomorrow.
The Hon. B. T. PULLEN-I endorse that and, if subsequent meetings are to be effective,
we should follow up on that and not embark on new questions that people think of in the
meantime. There ought to be some due process if we are going that way. We ought to send
a summary of the questions from the transcript.
The Hon. M. A. BIRRELL-I do not want to cut off the option to discuss them in the
presence of the persons we are to ask to prepare the document so that he or they have an
understanding of what we are talking about rather than sending correspondence between
us. I understand the point. There is an advantage in being able to do so in the presence of
those persons.
The Hon. B. T. PULLEN-We discussed some matters last time and we thought there
was consensus. In this case, if we are to adopt that process and there is not any argumentunless someone wants to raise one-we should proceed that way for a record of what we
are to ask witnesses and send them advice on what we ask for.
The Hon. M. A. BIRRELL-It is not normal to have questions on notice, but we are
happy to have topics put this way.
The Hon. B. T. PULLEN-We are putting them on notice now.
The Hon. M. A. BIRRELL-We are asking for documentation to be provided. We are
not giving advice on specific questions. We are asking for specific documentation we
would like. It is only reasonable that if we do so, we discuss it in the presence of the
persons asked to provide the information so that they do not spend time working on
something we do not want.
Dr Sheehan-My understanding of what was put to me was not that. I may be wrong. I
was not aware that the Committee was asking me to prepare documentation for the
Committee on the matters on which I have given notice.
The CHAIRMAN-There are two exceptions: one was the correction list and the details
of the lease-back arrangements which we require in documentation form.
Dr Sheehao-But on the other matters?
The Hoo. M. A. BIRRELL-Just answers.
"
The CHAIRMAN-Headlining
the topics we wish to discuss.

Dr Sheehao-I am requesting formal notification.
The Hoo. B. T. PULLEN-Mr Birrell does not seem to agree with the process. I thought
all we were to do was to extract from the minutes those questions they were needing the
witnesses to answer. I suggest we do that and adhere to it.
The CHAIRMAN-You are not suggesting that to be the extent to which the Committee
should limit itself?
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The Hon. B. T. PULLEN-No, but that should be the matter that we follow through
first.
The Hon. M. A. BIRRELL-That is fine.
The CHAIRMAN-We will deal with that as soon as the transcript is available.
The Hon. J. V. C. GUEST-I wanted to finish off, for the sake of clarity, questions I
started with respect to net debt servicing but also to go through, for a few minutes, the
kind of documentation that might be available. If I could briefly turn to the net debt
servicing and the question of information after that.
On the debt servicing I wanted to refer Dr Sheehan to page 90, Table 5.7 of Budget
Paper No. 2 which gives a figure of$848 million for the year 1985-1986. It is important to
note the description "Net Debt Servicing, Budget Dependent" that is for the year 1985-1986
and the preliminary figure.
I want to compare that with the estimated figure at page 115 of Budget Paper No. 2 for
the previous year which uses slightly different words "Net Budget Debt Service", but the
figure given is $598·4 million. It is a very large difference and I ask whether "Net Budget
Debt Service" is the same as "Net Debt Servicing-Budget Dependent". If they are not
the same, what is the difference.
Dr Sheehan-Again, I shall have to take that question on notice. As I said before, both
the concepts and the classifications in this area are complex. There are gross and net and
there are different ways of classifying them. I should like simply to go back to the working
papers for the two years to find out and speak further to the Committee about what were
the concepts and the Estimates which lay behind it.
The Hon. J. V. C. GUEST-I stress the importance that I attach to this in view of the
fact that there is $250 million difference which, on the face of it, if those two concepts are
the same, shows an underestimate of $250 million-a good deal larger than the loss of
revenue from Bass Strait. If that was an error, as it appears to be from what one can see so
far from the Budget Papers, one wonders about the confidence in which one would look at
the 1986-87 estimate.
That is just to put it in context but, in the light of that question, I wonder whether Dr
Sheehan can say what allowance the Department of Management and Budget made for
the cost of debt servicing in 1985-86 and where that allowance is to be found in the
1985-86 Budget Papers, given that the actual payment is reported to have been $897
million?
Dr Sheehan-I shall respond to the general question that I think has been put. Again, I
would need to check sources and numbers and go back to the Budget Papers for 1985-86,
but I assure the Committee that there was not such a deviation from Budget to actual
expenditure in the debt service areas as suggested by Mr Guest's figures. There was not.
Dr Sheehan-There are conceptual, structural classification changes, but I assure the
Committee that there was not a deviation from Budget Estimates of anything approaching
that.
The Hon. J. V. C. GUEST-One would like to know where in the Budget Papers one
finds the allowance is met for the payment of that debt service figure and, if the figures are
the same, one would want to know where the difference between $598 million and $897
million came from; but, I take it that the Committee will get the answers to that in due
course when Dr Sheehan examines the concepts.
Dr Sheehan-Yes.
The Hon. M. A. BIRRELL-I have put one question on notice which Dr Sheehan
might be able to answer off the cuff regarding receipts for State taxation. Dr Sheehan might
like to turn to Budget Paper No. 1 at page 15 where the Estimates of State taxation show
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$3296 million, which is an increase of6·5 per cent, whereas Budget Paper No. 2 at page 50
provides a different figure and State taxation receipts are estimated at $3268·9 million,
which is an increase of 6· 3 per cent.
Which of those two estimates is wrong and can you provide documentation as to the
different way each one is being calculated?
Dr Sheehan-I shall respond in general terms because I might say, Mr Chairman, that
I have some concern about how we might fruitfully discuss these matters. There are subtle
conceptual differences for different purposes and I do not think we can assume that for
any general label there is one correct set of figures. If we go down that track we will be in
trouble.
The footnote to Table 3.1 indicates fairly clearly the nature of the definition of State
taxation which is used in that table to ensure reasonable comparability and to provide for
those purposes the best figures. The footnote states:
State Taxation as published-

And I would need to check again, but I assume that is the $3296 million... less Tattersalls revenue for on passing to other States and revenues for stamp duties on corporate reconstructions
offset by ex-gratia refunds.

The view was taken in providing comparable information that that properly footnoted
was the best way of presenting that information. As the footnote implies, elsewhere in the
Budget Papers information is provided on a different definition of State taxation.
Ifwe proceed on the basis that there is only one true way of producing a number, we are
running into a lot of trouble.
The Hon. M. A. BIRRELL-I tend to agree with that. I have worked out the calculations
based on information provided in the footnote and I shall be interested in seeing a
document, a simple sheet of paper, which goes through those calculations because on my
calculations the two figures are substantially different based on the information that is
provided, not based on conceptual arguments about whether we should have gone down
that path of accounting.
Dr Sheehan-We would not have any trouble providing that.
The CHAIRMAN-On debt servicing, an issue to be looked at in that context is the
impact of the devaluation of the Australian dollar on any overseas borrowings and how
that is presented to the reader of the Budget, to what extent hedging takes place and, if you
like, an overview of the impact of that issue on total public sector borrowing, non-Budget
as well as Budget.
Dr Sheehan-That matter is addressed in chapter 5 of Budget Paper No. 2. The
Committee may wish to discuss it further but the matters to which you have referred are
explicitly addressed in that chapter.
The CHAIRMAN-Perhaps I shall reconsider that issue and you might consider whether
those questions that I have flagged are dealt with in that chapter. I might raise the question
again when we meet next.
The Hon. J. V. C. GUEST-I refer to the kind of additional explanation that the
Estimates Committee should be getting as a matter of course. The Committee caused to
be sent to the Department of Management and Budget at least the 1978 version-so far as
I know it is up to date-of the Department of Finance's advice to other Canberra
dep~rtments as to what they should provide for Estimates Committees.
I take it that some attention has been given to that, if only by the technicians and, before
I go through it in detail, I wonder whether you would care to comment on the extent to
which we can develop habits of cooperation and orderly information being provided to
make sure that no one wastes his or her time?
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Dr Sheehan-As I have indicated, certainly my department is willing to cooperate with
the Committee subject to any directions that the Treasurer may give.
The CHAIRMAN-Are there any such directions at present?
Dr Sheehan-Only the direction to cooperate with the Committee but, obviously, I
cannot prejudge what directions the Treasurer may give in the future. We certainly would
be willing to assist the Committee in whatever way the Committee thinks appropriate.
We have looked only briefly in the time available at the material which is required by
the Estimates Committees in Canberra as a model for this Committee's requirements.
Our initial response is to have some concern with that model. According to our initial
estimates there would be 1079 line items on which that information would be required.
As the Committee will be aware, the whole thrust of the Budget process recently has been
to develop program budgeting and to put emphasis on both the preparation and the
analysis of the Budget in terms of programs of expenditure in relation to objectives, and
so forth, and I should be inclined to suggest that an information system based on program
budgeting rather than on detailed line items may meet the Committee's needs better and
be more consonant with what we are trying to achieve in the presentation of the Budget.
The Hon. J. V. C. GUEST-You certainly agree, do you not, that it is consonant with
program budgeting that a statement be made of the purpose of the item-I am not sure
whether "item" is the right word-which is a comprehensive statement in narrative form
of the reasons for the item?
Dr Sheehan-Certainly, program budgeting is all about purposes, and so forth, but
purposes ofline items are often problematic because there is a question of how one defines
the units of information.
The Hon. J. V. C. GUEST-For the Treasurer's Statement last year, a special program
narrative should be provided so that a distinct statement of the special program or
component objective is stated which shall comprise the precise description of the need
that the program is designed to address, and results to be achieved should contain relative
quantified targets wherever appropriate. Will you agree that that is proper supplementary
information?
Dr Sheehan-The Committee needs to consider the magnitude of the information
which it requires and the purposes for which it requires the information. If the Committee
were to request that information for programs be split by the current and capital
expenditure, it would already have 217 separate pieces ofinformation. If that were broken
down by sub-programs, it would be multiplied by approximately four.
The Hon. J. V. C. GUEST-You are not suggesting that that information is not
appropriate to be produced for the information of Parliament and the public in that form
by sub-program?
Dr Sheehan-No, I was simply responding to your request for my views on the
appropriateness of the Senate Estimates Committee approach to the work of this
Committee.
The Hon. J. V. C. GUEST-In August last year, the Treasurer required that individual
Ministers should be responsible for the production of sub-program information papers
within three or four weeks of Budget day using the guidelines, part of which I read,
established by the Treasurer. If they were actually ready, the Committee would have a
greaf deal of additional information.
The Hon. M. A. BIRRELL-Especially if it has already been done within existing
resources.
The CHAIRMAN-Is that guideline still in operation?
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Mr Nicholls-The Treasurer has written to all Ministers regarding 1986-87. The
documents referred to are supplementary Budget information documents. Similar
guidelines are in place this year to those that applied last year.
In general, the Budget Papers do not go to the sub-program level. There are 217 programs
and there is some line item detail underneath those programs, but one must go beyond the
Budget documents as they are currently presented to focus on sub-program information.
The Hon. B. T. PULLEN-That is the view the Auditor-General took about the way it
should be presented; he believes the departments should produce that detail.
Mr Nicholls-I cannot comment on that.
The Hon. M. A. LYSTER-Was that information available in 1981-82?
Mr Nicholls-The first information on a program basis was produced as a supplement
to the Budget Papers in 1983-84. The Treasurer produced a single document and did so
again in 1984-85. In 1985-86 the Government took the view that individual Ministers
should produce their own documents. In 1981-82 there was no program focus.
The Hon. M. A LYSTER-Over the years, has there been a constant increase in the
volume of information that is available?
Mr Nicholls-Yes.
The Hon. J. V. C. GUEST-At the moment I am concerned only with timely
information. I was wondering when the Committee would get all the information. I wish
to refer to the fact that a lot of other information that might be duplicated if the Committee
wanted it separately is to be found in the annual reports of departments. At the moment,
only 8 out of 25 departments have reported and only one out of seven major authorities
that are required to report under the Annual Report!ng Act have reported.
What can you do, Dr Sheehan, to help the Committee out of the difficulty it appears to
be in? The Committee does not have any of the supplementary program information, nor
does it have the majority of annual reports of departments and authorities.
Dr Sheehan-Ifthe Committee were to put a request about what information it required,
the Department of Management and Budget could report on the availability of that
information.
The Hon. J. V. C. GUEST-The Committee could perhaps have the unaudited versions
of the annual reports.
Dr Sheehan-I could not comment on that without taking advice. If there were a
request from the Committee as to what information it sought, I could respond to that after
taking advice.
The Hon. M. A. BIRRELL-As to the matter raised by Mr Guest, I indicate that the
guidelines under which departments are operating are that within three to four weeks of
Budget day, the sub-programs will be done. That guideline is still operating this year.
Mr Nicholls-The appropriate terminology is "within one month of Budget day".
The Hon. M. A. BIRRELL-Is that information the Department of Management and
Budget gets as a matter of course by direct mail or eager solicitation?
Dr Sheehan-Yes.
The Hon. M. A. BIRRELL-Have you got it?
Dr Sheehan-I would need to take advice on that.
The Hon. M. A. BIRRELL-The next time you attend the Committee, will you report
to the Committee on what departments have complied with the Treasurer's gUIdelines or
are about to and, therefore, what documentation the department has on sub-programs?
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That puts the ball back into the Committee's court as to how much the Committee asks of
it. At least then the Committee knows what to ask for rather than having to fish for it.
The Hon. J. V. C. GUEST-You have treated my original question on information
available by requesting some type of statement about how the department can comply
with provision of information-such as the Senate Estimates Committee has-in the
most sensible form, given the available material and given what supplementary material
will be required, to ensure the Committee has what Estimates Committees elsewhere
expect to have.
Dr Sheehan-I am not clear on the implications of that.
The CHAIRMAN-Nor am I; can you clarify that, Mr Guest?
The Hon. J. V. C. GUEST-Will you, Or Sheehan, take on board the guidelines of the
Senate Estimates Committee and perhaps have a short paper prepared consistent with
those guidelines stating what you would expect to provide for the Committee and what
you expect the Committee to get from annual reports-audited or unaudited-and what
the Committee would expect to find in supplementary information?
Dr Sheehan-I see some problems with the Department of Management and Budget
responding in terms of what it could provide to the Committee. It is not for me to say
what is appropriate.
The Hon. J. V. C. GUEST-The Department of Finance did it for the Estimates
Committee in Canberra.
The Hon. M. J. SANOON-This Committee is not following the Senate precedent or
other precedents.
The CHAIRMAN-That is something that Mr Guest can pursue in another form.
On Friday morning, the Auditor-General is appearing before the Committee. The
Committee would like the opportunity, if possible, of speaking to you, Or Sheehan, Mr
Nicholls and Mr Thomas, either collectively or individually, on Friday afternoon. I
understand that the information requested today may not all be at hand because of time.
The Committee will endeavour to get the list of specific requests to you as early as possible
tomorrow. Would you be available at 2 p.m. on Friday? The Committee will obviously be
dealing with matters flowing from the Auditor-General's report and some of the issues
that have been flagged today.
Dr Sheehan-May I confirm my commitments and contact the secretary of the
Committee?
The CHAIRMAN-Yes.
Dr Sheehan-What is it that the Committee seeks to speak about on Friday? Will the
Committee designate in the letter that has been spoken about what it seeks to address or
will it refer to other matters that arise from the Committee's discussions with the AuditorGeneral?
The CHAIRMAN-There are the obvious comments of the Auditor-General himself
as outlined in his report, in which he makes a number of observations and
recommendations. They speak for themselves. Those issues arising from today's meeting
will be raised and I would imagine that would give the Committee plenty to deal with.
Dr Sheehan-It would help me, ifit was consistent with the work of the Committee, to
have some indication of the very large number of specific matters to which it may refer. It
may be that the Committee may not wish to refer to all matters, but a large number of
matters have been raised.
The CHAIRMAN-Yes, that is why I indicated that the Committee understands that
you would not be prepared to provide all that information.
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Dr Sheehan-Perhaps the Committee can give us the priorities on which it wants us to
prepare additional information.
The CHAIRMAN-All matters will be dealt with at some stage.
The Hon. M. A. BIRRELL-The Committee flagged a number of conflicting matters
in great detail and will obviously want to pick up those matters. The Committee would
appreciate it if the written information can be prepared by Friday, but I do not think that
to be the priority. The priority for Friday will be the oral information that the Committee
has asked you to present on the various questions.
Dr Sheehan-AlI I am saying is that, if the Committee could flag nine or ten topics on
which it is proposing to talk on Friday, that would be of help.
The Hon. B. T. PULLEN-I do not think the Committee can give priorities because
different people will ask different questions and people will have to adjudicate on that
basis.
The Hon. M. A. BIRRELL-Just provide the information requested to the best of your
ability.
The CHAIRMAN-The Committee will give you a list and you can tell it on Friday
the matters on which you are in a position to expand.
The Hon. B. W. MIER-Ifthe Chairman keeps going the way he is we will end up with
another-The CHAIRMAN-Thank you for coming today. The Committee looks forward to
working with you in the weeks ahead.
The Committee adjourned at 5.23 p.m.

