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QUESTIONNAIRE ON FISCAL TRANSPARENCY

Contacts: (names, organizations, e-mail, facsimile, telephone or
postal addresses)

This questionnaire provides a vehicle for systematically reviewing the transparency of
a country’s fiscal management system in relation to the Code of Good Practices on
Fiscal Transparency—Declaration on Principles. The IMF has prepared a supporting
Manual on Fiscal Transparency which explains in detail the requirements set out in
the Code and provides references to good practices in member countries. Guidance to
answering specific questions can be obtained either by referring to the relevant section
of the Manual or by a key word search of the web version (http.//www.imf.org/). An
electronic mailbox (fisctran@imf.org) has also been established where enquiries can be
sent and more extensive support can be requested.

In completing the questionnaire, respondents are asked to describe each aspect of
transparency by marking one box (or, where indicated, several boxes). All responses
should be supported by a more detailed description under the supporting comment
section. The relevant section of the Manual (paragraph references given) and the
summary of good practices in Box 1 should be consulted for topics to be covered in
this comment. The response should be based on the assessment of the current status of
the fiscal management system in practice. Recent or planned improvements in
transparency could also be indicated in the supporting comment space.
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I. CLARITY OF ROLES AND RESPONSIBILITIES

Is there a clear separation of the predominantly noncommercial activities of general
government from the rest of the public sector, and the private sector?

General government (as per Government Finance Statistics (GFS)/System of
National Accounts (SNA) definition) not clearly distinguished

from Other SECLOTS .........c..ooooiiiiiiii e O

A lack of separation with respect to some significant activities ................. L]
Generally, a clear Separation ........................c.cooeeeeiieiiiiiicceee e O
Supporting comment: paragraphs 17-20

Stof econo .......

1.1.2.1 Government involvement in the private sector

Government involvement in the private sector is:

Pervasive and not well-defined? ... CJ
Not well-defined in a number of aspects? ...................c...oooiiviiiii, ]
Open, public, and on the basis of clear rules and procedures? .................. Ol
Supporting comment: paragraphs 21-24

1.1.2.2 Regulation of the nonbank private sector

Government regulation of the nonbank private sector is implemented through:
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Complex regulations, nontransparent regulatory processes? ....................... 1
Relatively simple open regulations, but significant scope for
discriminatory implementation? ..............c...cocoiviioioiioi e L
Clear simple regulations and open regulatory processes? ... O
As above, and an open formal process for assessing quality of proposed
new regulations and periodically reviewing existing regulations? ............... U
Supporting comment: paragraph 22
1.1.2.3 Government involvement in the financial sector
Extensive government ownership with limited reporting of performance,
together with significant unreported QFAs by both government and
nongovernment banks? ..., [
Limited government ownership, but significant unreported QFAs by
Private banks? ... []
Limited government ownership and only minor QFAs? ................................ O
No government-owned banks, and no QFAs or full public reporting
OF ANY QFAS? ..ot ]
Supporting comment: paragraph 23
1.1.2.4 Government direct equity investment
Government’s equity participation in private companies is:
Widespread and not clearly reported? ... O
Moderate but not clearly reported? .................cocoooeeoeeeoriieeeeeeeee, H
Limited, reported, and clearly explained? ......................................... ]

Supporting comment: paragraph 24
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SP

1.1.3.1 Intergovernmental fiscal relations

(a) Central control over general government balance can be best described as:
(Indicate in the comment section whether control issues arise primarily during planning and

preparation, execution, or audit stages).

VErY WEAKT ...t ]
WEAK? ..o e ]
Firm, but areas of negotiation? .................cccccoiviiiiiiiriiii e |
SETONE? o et E]
(b) Subnational expenditure responsibilities and tax powers
unclear Or €METINE? ...........c.ccoviviveeeeeeeiee oo O
Main subnational functions and powers clear but many subject to '
ad hOC NEGOHALIONS? .........cooviveieieeeeeeeeeee et C
Comprehensive allocation of powers and responsibilities, and
intergovernmental transfer mechanisms? ... n
Supporting comment: paragraph 26
1.1.3.2 Role of executive, legislative, and judicial branches
Are the fiscal management roles of the various branches of central government:
UnClear or eMETZINGT ............ooivvveuuirireeeeiiereesseeer e seeesense e O
Established but with significant areas of uncertainty? ..................ccccccoeenn OJ
Well-established with capacity to resolve emerging issues? ........................... O

Supporting comment: paragraph 27
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1.1.4.1 Mechanisms for the coordination and management of budgetary and
extrabudgetary activities are:

Not well-defined? ... ]
Sufficiently defined to permit effective control of budget and

extrabudgetary fund (EBF) spending?

wllaijuulrold, L L e R LR R T R PR P PP

]
Well-defiNed? ..o O

Supporting comment: paragraphs 29-33

1.1.4.2 General government and the central bank

The government influences central bank policy for fiscal purposes:

TO & GIEAt @XLENEY ... ... oot O

TO SOME EXLENE? ... .. oo, d

Little or not at all? ..o, l
Supporting comment: paragraphs 35-37

1.1.4.3 General government and other public financial institutions (PFIs)

Separation of PFIs from general government:

Poor separation/extensive quasi-fiscal activity? ... ]

QFA relatively imited? ..o ]

Clear separation of fiscal and banking policies and operations? ..................... ]
Supporting comment: paragraph 38

1.1.4.4 General government and nonfinancial public enterprises (NFPEs)
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Pnnrle Aictinanichad and nAantrananarant? '—I
Y UULl uxnuuéuxoucu aliy uuiiel auayal 2 | -
Mainly distinct, but with significant nontransparent intervention? ................... O]
Clear distinctions in management and transparent financial

AITANGEIMENTST ...\ oot ]

Supporting comment: paragraphs 39—41 ’

|

1:21 Legal framework for fiscal management

1.2.1.1 Does the legal framework define roles and responsibilities for all key aspects
of fiscal management:

To a limited EXLENt? .........co.ooo oo . O]
Most aspects, but with significant gaps? ... C
Comprehensively, but through complex laws, orders, and
administrative arrangements? .....................ccocooioioeiieeeeeee O]
Through comprehensive, clear legislation, regulations, and
INSEIUCHIONS? ... i O]
Supporting comment: paragraphs 43—46

1.2.1.2 Legal framework—transparency and accountability: (tick one box in a, b, and c)
(a) Administrative accountability provisions in the framework:

Are not clearly defined?
(e.g., emphasizing broad sectoral allocations rather than establishing a clear line of

accountability to specific individual agencies for the expenditure of public monies) ........... .

Are defined mainly in terms of financial compliance? .............................. ]
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Cover both financial compliance and effectiveness of performance

(For example, legistative requirements for reporting fiscal outcomes, for the timing of
budget authorization and approval, for the completion of audit, for the nature of information
the executive is required to provide with the budget, for the accounting basis used to

prepare the financial statements) .................ooo e,

(b) Legislation sets out fiscal transparency requirements for the executive branch of

government:
To a limited extent ornot at all? ... L]
For some aspects, such as comprehensive fiscal reporting? ........................ ]

Explicitly and comprehensively?

(i.e., in a way comparable to that of New Zealand's Fiscal Responsibility Act) .................. D

(c) The transparency/accountability provisions of the law are observed in practice:

To a limited eXtent? .................ccooooooioieeoe e [

Moderately Well? ................cccooiiomioeeeeeeeeeeeeeeeeeeeeeeeeeee e ]

Very Well? oo O
Supporting comment: paragraphs above and Box 11

Legal basis for taxes

1.2.2.1 Legal framework for tax and its practical observation: (tick one box in a and b)

(a) Widespread discretionary concessions or negotiated tax and

CuStomS HAbIltES ...........oovoeoooo oo, O
Explicit and clear statutory basis for liability or concession in
most tax and customs 1aws ..............ccccoooiiiiii e O
Explicit and clear statutory basis for liability or concession in
all tax and customs 1aws ...............cccoooiiii L]
(b) The provisions of the law are observed in practice:
To a limited @XEEN? ..............oooiiiiiie oo 0

Moderately Well? ... e L]



-10 - ANNEX I

VY WEIIT oo O

Supporting comment: paragraphs 4749

1.2.2.2 Tax regulation and administration

(a) Unclear tax regulations and procedures generally .................................... ]
Unclear regulations and procedures for some taxes .....................ccccccooon. O
Clear regulations and procedures for all taxes ... O

Supporting comment: . paragraphs 50-56

(b) Tax officials’ code of conduct or process protection:

Exists and is observed for: none or few taxes? ........................ SRR |
SOMIE LAXES? oo O
most or all taxes?. ... |

Supporting comment: paragraph 57

(c) Taxpayer’s rights and obligations:

Are clear for: none or few taxes? .. .o O
SOME tAXES? ..o oo ]
most or all taXeS? .........ooooeo e |

(d) Taxpayer’s rights and obligations:

Are observed for: none or few taxes? ... d
SOME tAXES?T ..o |

most or all taxes? ... d
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Supporting comment: paragraph 57

Are ethical standards of behavior for public servants:

—

Not stated formally? ... L
Covered partially in various laws or statements? ............................ooon |
Covered in a clear and well-publicized law or statement? ......................... O

Supporting comment: paragraph 58




II. PUBLIC AVAILABILITY OF INFORMATION

: g erpre ty. If the
restricted to the (usually imited) proportion of the public accounts subject to annual
appropriation, discuss the extent of the problem of data outside the budget and whether these
transactions are treated similarly to budget transactions.)

Identify which of the following features apply to the budget presentation:
(tick one box in a and applicable boxes in b)

L) N avsarnca nf rantral onvarnmant

(u/ wuvel asu Ui widilll al BUVUIIUIIUIIL
Lamited? ... O
Most of central government? .........................cooiiiiii e O
Comprehensive? ..........ccoooiiiiii i ]

(b) Coverage of general government:

Some coverage of general government? ... ]
Comprehensive coverage of general government? ..................................... ]
Comprehensive coverage of public sector? ... O
Supporting comment: paragraphs 61-65

Indicate which of the following is presented with the annual budget estimates:

No historical information on previous years
Some aggregate information on the actual or expected outturn of the

preceding fiscal year, and the original budget for that year ....................... [l
Some aggregate information on the budget and outturn for the

preceding two fiISCal Years .............cccooo.oi oo O



Supporting comment: ' paragraph 66

‘Sta

Statements on contingent liabilities, tax expe
(tick one box in a, b, and c)

(a) No statement on contingent liabilities published with the budget ................... O
A statement on contingent liabilities published with the budget, but
nO quantitative eStIMAates .............cooeveiviiiiiiicie e O
As above, with some quantitative estimates .................................cccoccooeen .. O
(b) No statement on tax expenditures published with the budget ........................ O
A statement on tax expenditures published with the budget, but no
quantitative eStIMAtES ...............cccoeevioiiiiiiiiieeie et ]
As above, but with some quantitative estimates ............................................ O
(c) No statement on quasi-fiscal activities published with the budget ................ ]
A statement on quasi-fiscal activities published with the budget, but
Wwith no quantitative estimates ..............occoeviiiiieoienireiieei e ]
. As above, but with some quantitative estimates ............................c..c.o....... ]
No statement, because QFAs are very limited ........................................... O
Supporting comment: paragraphs 6779

Does the central government publish information on the level and composition of:
(tick one box in a and b)

(@) Debt: To a limited extent or infrequently? .......................... ]
With the annual budget? .................c.cccocoovvomirricree O
With the budget and within year? ...................... e O
(b) Financial assets: To a limited extent or infrequently? ................................. O
With the annual budget? .............c.ocooeiieeeeeeee. O

With the budget and withinyear? ... ]
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Supporting comment: paragraphs 80-87

Is there a public commitment to publication of fiscal information:
(tick all applicable boxes)

Not at all Or DOt Clear? ..o O

By government policy statements or administrative orders? ........................... ]
Commitment to data access and integrity as specified in the IMF’s data
dissemination standards (General Data Dissemination System (GDDS)/

Special Data Dissemination Standard (SDDS))? ..........coocoovrovoreororrren. O]
I IAW? o) O
Supporting comment: paragraphs 89-92

Are there published advance release date calendars for fiscal reporting to the public?

No advance release dates ..............ccooveioiieiiii e [J
Release dates established for most TEPOTES ...............cooovovoveeeeeieeeeerren . O
Advance release dates calendar published ... I

Supporting comment: paragraphs 93-94
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-JII. OPEN BUDGET PREPARATION, EXECUTION, AND REPORTING

n

3.1 Policy objectives ‘and sustainability

3.1.1.1 Budget framework

Indicate which of the following apply to the budget estimates framework:
(tick all applicable boxes)

Forecast of fiscal aggregates for budget year plustwo years ....................... |

As above, but with forecast also by individual agency ................................ O

Formal rolling medium-term (3-5 year) baseline
(i.e., a system in which the figure for year two becomes the starting point (or basellne)
for consuderatlon of the subsequent year's budget)

estimates of expenditure are maintained ... O
Formal rolling medium-term (3-5 year) baseline .................. SRR |
estimates of revenue are maintained ... Ol

Statement of government’s medium-term fiscal policy objectives
aNd PTIOTIEIES ........oo.vooe oo O

Explicit target(s) set for budget policy in the medium term:

Expenditure/GDP ... L]
Revenue/GDP ... O
Current balance ... ]
DEfICI/GDP ..o O
DEDY/GDP ... L
Other (SPECIEY) .....o.oooie oo O]
Supporting comment: paragraphs 97-101

3.1.1.2 Indicators of fiscal policy stance

Identify whether the following indicators (as defined in the Manual) are provided in fiscal
policy statements—and the extent to which these are monitored ex post:
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(a) For central government (tick all applicable boxes)

Ex ante Ex post
Overall balance? ..., ] |
Overall balance excluding asset sales? ..................... O ]
Current balance? ...................ccoccooveivii O ]
Primary balance? ... O ]
Operational balance? ................... e, O O
Public debt? ............ccocooioiii e | O
Contingent liabilities? ..., . O
Tax expenditures? .......................cccocoeveriiiieen, O Ol
Quasi-fiscal operations? ...............cccccccccoeeioinii... [ O
Statement of financial assets and liabilities? ... | O
Net worth? (Or other form of balance sheet indicator) .......... ] O
Other? (Specify) .....ccoooooeiieiiiiiiiice e ] Ll
(b) Are similar indicators applied to subnational government or general
government policy statements: (tick one box)
Limited or not at all? ...........coooo ool O]
- TO SOME eXLENt? ... ]
TO @ great eXtEN? ................oooiiiomee oo L]
Supporting comment: paragraphs 97-101

3.1.1.3 Indicators of sustainability of fiscal policy

Indicate which of the following techniques or indicators are used to a significant extent
in formulating or justifying fiscal policy in formal policy statements: (tick all applicable
boxes)

Qualitative statement of sustainability ... 1
Structural or cyclically adjusted fiscal balance ........................................... O
Sustainability calculations (e.g., estimates of the primary balance required to

SEADIIZE GBBY) ........\.o.oeeee e eee e O
Accrual basis budgets and aCCOUNTS .....................c..ccoiiiiiiioieoeeeeeee O

Generational ACCOUNES ..o oo e O
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OLher (SPeCify) .......ooovieiioeie e e O]

Supporting comment: paragraphs 102-103

3.1.1.4 Long-term forecasting and planning

Are long-range (10-40 year) scenarios prepared: (tick only one box)

Rarelyornotatall? ... ]

For specific sectors? (e.g., examination of the sustainability of pension and
social SecUrity TUNAS) ... .. .. i e e e D
As a regular and integral part of fiscal policy and budgeting? .................... .. O
Supporting comment: paragraphs 102—-103

Are there fiscal rules placing limits on executive branch fiscal policy discretion:
(tick one box in a and b)

@

()

Notatall? ... SO OO OO OO ]
Administrative rules (i.e., without specific legislation)? ....................... |
Broad qualitative rules in legislation (e.g., the “golden rule™)? ................. O
Specific quantitative rules in legislation (e.g., a limit on

borrowing or the deficit)? ..............c....cococoeeiiiiieeeieeee O]

Are any fiscal rules clearly specified, and is “fiscal scorekeeping” with respect
to observance of the rule in accordance with the requirements of the Code on
Fiscal Transparency?

Not well-defined and not consistent ..................cccccccoviiiiiiiieen [
Some aspects unclear or inconsistent with the Code ................................. ]
Well-defined and consistent .....................cocoooiiiiiiiiie e ]



Supporting comment: paragraph 104

Yes, with Some SUpPOrting analysis ................cococovooooveeeeeoeeeeeeeeeee ]
As above, with thorough analysis of assumptions and parameters? ................ O
As above, and open to independent expert assessment? ................................ [
Supporting comment: . paragraph 105

314 Bisting comm

In the budget preparation process, and in budget presentation, are existing
commitments under current policies distinguished from new policy commitments:

Notat all? oo O

To some extent, but not systematically? .................ccoooveoiiivceiieeeee ]

Systematically, as a formal part of the budget process? .............................. ]
Supporting comment: paragraph 106

mal budget

3.1.5.1 Identification of fiscal risks

Does the budget presentation formally incorporate information on risks to the fiscal
position (e.g., variations in economic assumptions and the uncertain costs of specific
expenditure commitments, such as financial restructuring):
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Not at all? ..o [

To alimited eXtent? ...............oooooiiiiiiiii e L]

EXtensively? .. ..o O
Supporting comment: paragraph 107

Are budget cost and revenue estimates data:

Unrealistic or based on unclear assumptions? ...............................o...... ]

Moderately reliable? ......................cocooiioiiioeeee e, [

Very rehiable? ..............o.ooi oo ]
Supporting comment: paragraph 107

Do the following aspects of classification accord with the following practices:
(tick all applicable boxes)

‘A comprehensive coverage of all budget and extrabudgetary funds? ........... ]

Expenditure classified by individual administrative agency? ........................ L]
Classification of revenues, expenditures, financing, and debt in a way
that is compatible with GFS or other similar international

SEANAATA? ... e ]
GFS/SNA-consistent functional classification of expenditures? .................. O
Supporting comment: paragraphs 109-112

3.2:2'  Statement of objectives,
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Is a statement of objectives to be achieved by major government programs provided
with budget documentation?

Notatall .o D
Some reporting of Objectives ... ]
General reporting of ObJECtIVES .............c..oooiiiiiniiii i L]
As above, and with some reporting of expected performance,
output, or outcome indiCators ...................c.ccoviiiiiiiii O
! Supporting comment: - paragraphs 113~-114

3.2.3.1 What is the main summary indicator of the government’s financial position in
the annual budget presentation? (tick one box)

No indicators presented with the annual budget ................................... l:l
Central government overall balance ............................o.cccocoiie . |
Central government underlying balance

(i.e., overall balance net of proceeds from assetsales) ................................. D
As above, with limited additional supporting analysis and indicators ........ 1

As above, with extensive additional supporting analysis and indicators ... []

3.2.3.2 Is there an analytical table showing clearly the relation between the budget
estimates and the overall balance? (tick one box)

N O oo O
Yes, DUt N0t CLEAT ... O
Y S oo O

Supporting comment: paragraphs 115-121
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3.2.4.1 Accounting basis (see definitions in Manual)

Are budget transactions recorded primarily: (tick only one box)

ON @ CaASN BASIS? ..o ]
On a modified cash basis?..........ooooo oo |
On a modified accrual basis? ........coooiiiee e |
On an accrual basiS? ... e D
Supporting comment: paragraph 122

3.2.4.2 Statement of accounting policies

Is a clear statement made on the accounting basis (e.g., cash or accruals), and the
accounting policies adopted in the budget and accounts of government?

N O e O

Partial StAtemMent ............ocooiiiiiiiiiii e [

Y e ]
Supporting comment: paragraph 122 ]

ensive integrated ac

Is the accounting system:

Of limited capacity, unable to generate reliable data on

accounts due for payment? ...
Reasonably comprehensive and capable of generating

reasonable data on accounts due for payment? .........................
Comprehensive and capable of generating data on all stages

of the payments process? .............cccoooivvriciioiiiiiiie e
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Supporting comment: paragraphs 124—135

- Procurement and employment ..

3.2.2.1 Procurement and contracting out: (tick one box in a and b)

(Please indicate in the comment section if regulation of contracting out arrangements
differ materially from established areas of government procurement of goods and services.)

(a) Regulations requiring open tendering processes for public supply contracts:

ATE N0t N PLACE? ..o [
Are in place but are unclear or incomplete? ........................................ l:]
Are satiSTACtOTY? ..o ]

(b) Procurement regulations:

Are N0t ObSErVed? ... O

Are only partially applied? .................cccooiiiiiieieee [ ]

Are followed rigorously? ... ]
Supporting comment: paragraphs 136-137

3.3.2.2 Employment
Government employment and pay: (tick one box in a and b)

(a) Openness of employment and pay regulation:

Regulations not well-defined, allowing considerable discretion? .............. d
Regulations well-defined, some discretion? .........................ocooeeiii, ]
Clear regulations and criteria for discretion? ..................................... O
As above, but open to competition? ... ]

(b) Employment and pay regulations:

ATE MOt ODSEIVEA? <o oo |
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Are only partially applied? ...........ccoooioooeoeeee e 1
Are followed fgorously? ..o O
Supporting comment: paragraph 138

3.3.3 .Budget execution and control: (tick one box in a and b)

(a) Mechanisms of accounting and control (including internal audit) are:

WEAK? ..o ]
AEQUALE? ... e |
SEEOME? e O

(b) Internal audit procedures are:

Not clearly set out, and not subject to effective oversight by external

AUAILOTS? ..o O
Clearly set out and subject to effective oversight by external auditors? ..... 1
Supporting comment: paragraphs 125-127, 139

3.4.1. Periodicity a

(a) Indicate the frequency and timeliness of published central government financial
accounting reports: (tick applicable boxes)

Periodicity:
ANNUAL TEPOTES ..., O
Half-yearly tepOrts ...........ooooiiiii e O
Quarterly reports .................. e ... Od
Monthly TePOILS ..o e [
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Timeliness:

Annual report audited and to legislature infrequently

ornot at all...........ooooiiii e O

more than 12 months ... O

within 12 months ... O

within 6 months ... O

Within-year reports more than 2 months after month-end ......................... O
within 2 months after month-end .............................. O

within 1 month after month-end ............................. O

(b) Do subnational governments meet similar (or gher) standards:

Not at all or to a limited extent? ................................ L]
Reasonably well? ... ]
Completely or to a great extent? ...................c.c............... td
Eupporting comment: paragraphs 140-145

3.4.2.1 Coverage

Do the final financial accounting reports of central government cover:
(tick one box in a and applicable boxes in b)

(a) Central government budgets only? (Indicate any issues with specific areas of the

budget (such as foreign-financed development expenditure) in the comment) ... D

As above, and some extrabudgetary funds ... [
As above, and all extrabudgetary funds .....................cc.ccoooioiiii ] [
(b) Subnational government budgets? ... O

Quasi-fiscal ACHVIEES .............coooioiotiooeeeioe oo O
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Supporting comment: paragraph 145

3.4.2.2 Reconciliation
Are accounting reports: (tick one box in a and b)

(a) Reconciled rigorously with budget appropriations:

Not at all or ineffectively? ... O
Fairly effectively, but not timely? ..o, J
Effectively and timely? .............cooveuemiemeooeeoeeeeeeeeeeeeeeee e, O

(b) Reconciled with bank accounts:

Not at all or ineffectively? ................coooiiiiiieee e ]
Fairly effectively, but not timely? ....................cococovoioieeoiieeieeeeeee O
Effectively and timely? .............ccooooiioiieeeeeeeeeeeeeeeeeee e O

(c) Audited:

Not at all or ineffectively? ...............o..oooiiii O]

Fairly effectively, but not timely? ..., L]

Effectively and timely? .............o.coooiooeeeeeeeeeeeeeeeeeeeeeeee e [
Supporting comment: paragraph 142
3:4.3 Results achieved against objectives = .

Which of the following have been adopted to measure and assess value, efficiency, or
effectiveness of public activities: (tick all applicable boxes)

Review of the success of major programs in achieving their
annouNCed ODJECHIVES? .............oovooeoooeeeeeeeeeee e ]
Ad hoc sectoral or program reviews? ..o, O
]

Regular program reVIEWS? ..............cccooiiiiiiiiiiii e
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Systematic government evaluation of efficiency and effectiveness?

Performance agreements specifying expected outputs? ..................

............ O

Performance or value for money audits? ...................................

........... (|

Supporting comment:

paragraph 146 '

\

i
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IV. INDEPENDENT ASSURANCES OF INTEGRITY

4.1.17 National Audit

(a) Audit authority: (tick one box)

No formal external audit of government accounts? ..........................ocoo.... O
Inspection/audit authority reports only within executive?
(e.g.,tothepresident) .......ooveveriii e e D

A national audit body, independent of the executive, audits
government accounts, and reports to the legislature? ................... ]

(b) The independence of the NAA from the executive is:

Not clearly set out in legislation? ... O
Established in ordinary [aw? ................ccooiiiiiiiii O
Established in the constitution? ..................oooiviiiiiiii e O

(c) Are there institutional arrangements to assure that the findings of
external audits are addressed?

O e O
Yes, but not very effective ... ]
YO e, O

(d) Are there arrangements for a greater-than-usual degree of oversight by the
legislature in setting the budget, and deciding staffing matters for the national
audit body?

(e) Where a NAA exists, it has: (tick one box in (i) and (ii))

(i) A limited mandate, mainly covering financial compliance? ............. ]
A mandate covering performance as well as financial compliance? [
(ii) Limited technical capacity? ... U
Sound technical CapaCIty? .............cccovivieeieeeeeeeeeeeeeeee O]
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' Supporting comment: paragraphs 149155

mICf(’fecaStS P i

Are macroeconomic forecasts, and any formal models used to generate them, open to
external scrutiny? (tick one box)

No, or to a very limited extent ... L]
Yes, but no formal institutional arrangements ............................. s O
Yes, and formal institutional arrangements to assure quality ...................... O
Supporting comment: paragraphs 156158

ity of statistics -

4.1.3.1 National Statistics Office

Does the national statistics office have institutional independence on technical matters?

No explicit legislative technical independence ........................................ O
Limited provisions for noninterference in statistical standards .................. O
Statutory assurance of technical independence ...................................... ]
4.1.3.2 Data integrity and quality
Are the standards for data integrity and quality set out in the IMF’s General Data
Dissemination System adhered to?
N O e e, O
YO e [

Supporting comment: paragraphs 159-160
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SUMMARY REPORT ON FISCAL TRANSPARENCY

I. CLARITY OF ROLES AND RESPONSIBILITIES
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II. PUBLIC AVAILABILITY OF INFORMATION

2 expenditure
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IV. INDEPENDENT ASSURANCES OF INTEGRITY
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INTERNATIONAL STANDARDS RELATED TO FISCAL TRANSPARENCY

A number of technical standards or guidelines for data presentation and fiscal
management procedures relevant to fiscal transparency are being developed by various
international organizations. These detailed standards should be consulted in

imnlementing the relevant agsnects of the Code The Manual refers to these and
llllyl\olll\/lll—llls Vil A WiwYWiiL wyvv‘ro WA Lilw oUW A LIWw LVAGILUWGL L Wiwi U LUV LAAVOW i

discusses their linkage to the Code at appropriate points. This annex provides a brief
overview of the main related areas of work and the organizations involved. Web site
addresses, where available, are given in the text and included in the list of web site
addresses in Annex V.

* International accounting standards for the public sector are being developed
by the Public Sector Committee (PSC) of the International Federation of
Accountants (IFAC).

e Data dissemination standards have been established by the IMF. The SDDS
sets standards for providing economic and financial data to the public for member
countries operating in international financial markets; the GDDS aims more
generally to improve data quality among Fund member countries.

*  Fiscal reporting standards are included in the IMF’s Manual of Government
Finance Statistics (GFS), which is currently in the process of being revised and
brought into line with other standards for economic and financial statistics and

" developments in government accounting.

¢ Internal accounting control guidelines have been issued by the International
Organization of Supreme Audit Institutions (INTOSAI). They define standards
for achieving effective internal controls.

* International standards for government auditing are set by INTOSAI to
provide a basis for assuring reasonable standards of practice in the accounts of
government and government agency accounts.

*  Fundamental principles of official statistics have been promulgated by the
United Nations Statistical Commission to help assure the integrity of official
statistics.

Standards or guidelines are also being developed in a number of other areas linked
more indirectly to fiscal transparency, such as the work of Basle Committee on
Banking Supervision, that of the Organization for Economic Cooperation and
Development (OECD) on government regulation, and the United Nation’s
International Code of Conduct for Public Officials.



GLOSSARY

Accounting basis: Defined in IFAC (1998) as “the body of accounting principles that
determine when the effects of transactions or events should be recognized for financial
reporting purposes. It relates to the timing of the measurements made, regardless of
the nature of the measurement.” There are many variations of the basis of accounting.
IFAC identifies two basic reference points (cash and accrual) and two variations
(modified cash and modified accrual) in the spectrum of accounting bases. Cash basis
accounting systems recognize transactions and events when cash is received or paid.
Accrual basis systems recognize transactions or events at the time economic value is
created, transformed, exchanged, transferred, or extinguished—and all economic flows
(not just cash) are recorded. Modified cash basis differs from a cash basis in that it
recognizes receipts and disbursements committed in the budget year and allows a
specified period after year-end for payments of these to be recorded and reported.
Modified accrual basis differs from an accrual basis in that physical assets are
expensed at time of purchase.

Accounting system: The set of accounting procedures, internal mechanisms of
control, books of account, and plan and chart of accounts that are used for
administering, recording, and reporting on financial transactions. Systems should
embody double entry bookkeeping, record all stages of the payments and receipts
process needed to recognize accounting transactions, integrate asset and liability
accounts with operating accounts, and maintain records in a form that can be audited.

Accrual basis (see accounting basis)

Aid-in-kind: Flows of goods and services with no payment in money or debt
instruments in exchange. In some cases, often termed “commodity aid” goods (such as
grain) are subsequently sold and the receipts are used in the budget, or more
commonly, through a special fund, for public expenditure.

Appropriation: Refers to an authority under a law by the legislature to the executive
to spend public funds for a specified purpose. Annual appropriations are made
through annual budget laws. Supplementary budgets/appropriations are sometimes
granted subsequent to the annual law if the annual appropriation is insufficient to meet
the purpose. “Standing appropriation” is sometimes used for authority extending
beyond a single budget year under separate legislation (such as social security
legislation). In some countries, such as the United States, the term “authorization” is
used to denote a general law setting up a program and permitting appropriation but
not giving any specific authority to spend. In most countries, agencies and departments
require specific executive authorization (“apportionment, allotment, or warrant”) to
actually incur an obligation against appropriation.
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Arrears: Amounts that have not been paid or received by the date specified in a
contract or within a normal commercial period for similar transactions. Payments
arrears may arise from nonpayment by government in such areas as bills due from
suppliers, due salaries or transfers, or due debt repayment or service. Tax arrears are
taxes due to government but not paid. Other arrears in receipts could arise from
nonpayment of loans by government or nonpayment of bills for government services.

Augmented balance: The overall balance plus any losses incurred by the central bank,
and any issuance of government debt to recapitalize PFIs not recorded in the overall
balance.

Cash basis (see accounting basis)

Central government: All government elements that are agencies or instruments of the
central authority of a country and that are covered by or financed through the budget
or extrabudgetary funds at that level.

Commitments: In accounting usage, commitments refer to a stage in the expenditure
process at which contracts or other forms of agreement are entered into, generally for
future delivery of goods or services. A liability will not be recognized until delivery of
the item, but the government is contractually committed to meeting the obligation
once delivery is made. The term is also used in a more general, noncontractual sense to
mean firm promises of the government made in policy statements.

Contingency funds or reserves: A separate fund or a budget provision set aside to
meet unforeseen and unavoidable requirements that may arise during the budget year.
Certain types of contingency (such as meeting loan guarantee obligations) may be
specified as a potential use for such funds.

Contingent liabilities: Obligations that have been entered into, but the timing and
amount of which are contingent on the occurrence of some uncertain future event.
They are therefore not yet liabilities, and may never be if the specific contingency does
not materialize. '

Economic classification: GFS (1986) refers specifically to a “classification of
expenditure by the nature of transaction, that is, whether requited or unrequited, for
current or capital purposes, kind of goods or services obtained, and sector or
subsector receiving transactions” (p. 325). It is generally used to identify the nature
and economic effects of government operations. Though not formally described as
“economic” in the GFS, the classification of revenue into current (tax and nontax),
capital, and grants serves a similar purpose.

Extrabudgetary funds/accounts (EBFs): The term generally refers to sets of
government transactions that are not included in the annual budget presentation. These
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may not be subject to the same level of scrutiny or accounting standards as the annual
budget. A wide variety of extrabudgetary arrangements are used, including funds (such
as social security funds) set up under separate legislation, commodity funds that use
proceeds of commodity aid, and earmarking specific kinds of revenue for specific
purposes.

Fiscal impulse: (see structural or cyclically adjusted balance)

Functional classification: GFS (1986) refers specifically to the Classification of the
Functions of Government (COFOG), which is the international standard for classifying
expenditures of government according to broad purposes for which transactions are
undertaken. It 1s generally used to measure the allocation of resources by government
to the promotion of various activities and objectives (such as health, education, and
transportation and communication).

General government: Defined in SNA (1993) as consisting of the following group of
resident institutional units:

(a) all units of central, state, or local government;

(b) all social security funds at each level of government; and

(c) all nonmarket, nonprofit institutions that are controlled and mainly financed by
government units.

The sector does not include public corporations, even when all the equity of such
corporations is owned by government units. It also does not include quasi-
corporations that are owned and controlled by government units. However,
unincorporated enterprises owned by government units that are not quasi-corporations
remain integral parts of those units and, therefore, must be included in the general
government sector.

Generational accounting: Generational accounts are used to assess the distributional
implications of fiscal policy for different cohort groups. This is accomplished by
estimating the present value of net tax payments (taxes paid less benefits received)
over the lifetime of different generations under current tax and spending policies. A
generation is defined as including all males and females (separately accounted for,
because of differing tax and benefits profiles) born in the same year. The technique has
heavy data requirements and the results depend on a large number of simplifying
assumptions. It is generally regarded as a supplementary technique for analysis of
sustainability and intergenerational distribution questions.

Government balance sheet: A comprehensive statement of the assets, liabilities, and
net worth (assets less liabilities) of government at a point in time—usually year-end. In
practice, very few governments prepare statements of their financial position that
could be described as balance sheets. Adoption of accrual basis accounting reports and
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generally accepted methods of asset valuation are prerequisites for a reliable balance
sheet presentation.

Lending minus repayments: (see overall balance)

Line-item budgeting: A general term used to describe a relatively unsystematic
budgetary chart of accounts. In addition to standard votes or “lines” for items such as
“salaries and wages,” separate lines for new requirements are introduced as they arise,
thus giving rise to lengthy, ad hoc forms for appropriating and accounting for
spending.

Medium-term budget framework (MTBF): A framework for integrating fiscal
policy and budgeting over the medium-term by linking a system of aggregate fiscal
forecasting to a disciplined process of maintaining detailed medium-term budget
estimates by ministries reflecting existing government policies. Forward estimates of
expenditures become the basis of budget negotiations in the years following the budget
and the forward estimates are reconciled with final outcomes in fiscal outcome reports.

Modified accruals basis (see accounting basis)
Modified cash basis (see accounting basis)

Moral hazard: The possibility that the signal or expectation of possible future
government support may induce an undesirable change in behavior by management of
an enterprise or bank, for example, engaging in more risky activities because some of
the potential losses are seen as being effectively underwritten by the government.

Operational balance: The overall balance minus that part of the debt service that
compensates debt holders for actual inflation—only real interest payments are included
among the government expenditures that determine the operational balance. Inflation
induced interest payments are treated as equivalent to amortization of debt. In high
inflation countries, the overall balance will overstate the size of the fiscal adjustment
required (since adjustment will lower the rate of inflation and therefore the size of the
deficit).

Outputs and outcomes: In performance assessment in government, outputs are
defined as the goods or services produced by government agencies (e.g., teaching
hours delivered, welfare benefits assessed and paid); outcomes are defined as the
impacts on social, economic, or other indicators arising from the delivery of outputs
(e.g., student learning, social equity).

Overall balance: This term corresponds to the GFS terminology of “Overall
Deficit/Surplus,” which is defined as revenue plus grants received less expenditure less
“lending minus repayments.” The balance so defined is equal (with an opposite sign) to
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the sum of net borrowing by the government, plus the net decrease in government
cash, deposits, and securities held for liquidity purposes. The basis of this balance
concept is that government policies are held to be deficit or surplus creating and thus
the revenue or expenditures associated with these policies are “above the line,”
borrowing or rundown of liquid assets, however, are “deficit financing” or “below the
line.” It should be noted that the term lending minus repayments included above the
line in the current GFS covers government transactions in debt and equity claims on
others undertaken for purposes of public policy rather than for management of
government liquidity or earning a return.

Primary balance: The overall balance excluding interest payments. Since interest
payments represent the cost of past debt, and the “drivers” of future debt that are
under policy control of government are other spending and revenue measures
exclusive of interest payment, the primary balance is of particular importance as an
indicator of the fiscal position of countries with high levels of debt.

Program budgeting/program classification: “Programs” are groupings of
government activities in relation to specific government objectives. Program
classification applies this principle across all government activities. Program budgeting
attempts to apply cost-benefit analysis to the allocation decision, allocate expenditures
by program, and assess results of programs in relation to objectives. A full system of
program budgeting (or subsequent proposals such as zero-based budgeting) has not
been successfully realized in any country, in large part because of the high information
and complex management requirements of such systems.

Public sector: A classification drawn from sectors and subsectors of the SNA (1993)
classification consisting of general government and the public subsectors of
nonfinancial and financial corporations. The principle of classification is that of
government ownership and/or control rather than function (as in the primary
classification of SNA). An important subdivision within this sector for fiscal analysis
purposes is the “nonfinancial public sector” comprising general government and
NFPEs.

Public sector borrowing requirement: The financing requirement of the nonfinancial
public sector, which is the overall balance of general government plus the net
borrowing requirements of NFPEs. The United Kingdom has used the public sector
borrowing requirement (PSBR) as one of the key fiscal policy aggregates in the past.
In line with the change to accrual basis accounting, however, it now uses the measure
of “public sector net borrowing,” which excludes privatization receipts and other
balance sheet transactions that affect cash measures of borrowing such as the PSBR.

Quasi-fiscal activities (QFAs): Activities (under the direction of government) of
central banks or other public financial or nonfinancial institutions outside general
government that are fiscal in character—that is, in principle, they can be duplicated by
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specific fiscal measures, such as taxes, subsidies or other direct expenditures, even
though precise quantification can in some cases be very difficult. Examples include
noncommercial or directed bank credit, or noncommercial public services provided by
an enterprise through cross-subsidization.

Structural or cyclically adjusted balance: A measure of the fiscal balance that
estimates the fiscal position at full employment by removing the effect of cyclical
fluctuations. There are several variations of this construct, but all of them are designed
to measure the underlying fiscal balance. The standardized-employment deficit is
one such measure used in the United States which estimates the level of the federal
government budget deficit or surplus that would occur under current law if the
economy were operating at potential GDP (i.e., the highest level of GDP that is
estimated to be sustainable without raising inflation). The fiscal impulse is a variation
(in first difference form) that attempts to quantify exogenous changes in fiscal policy in
a given year. The structural balance, defined as the actual budget deficit (or surplus)
less the effects of cyclical deviations of output from potential output, can be found for
industrial countries in the IMF's World Economic Outlook and the OECD's Economic
Outlook. None of these constructs are observable, but rather depend upon estimates of
potential output and tax and spending elasticities.

Supplementary budgets/appropriations (see appropriation)
Tax arrears: (see arrears)

Tax expenditures: Concessions or exemptions from a “normal” tax structure that
reduce government revenue collection and, because the government policy objectives
could be achieved alternatively through a subsidy or other direct outlays, the
concession is regarded as equivalent to a budget expenditure. Precise definition and
estimation of tax expenditures thus require definition of the normal base as well as
determination of the most appropriate way of assessing costs (i.e., by revenue
foregone or the expenditure required to achieve the policy objective).

Unfunded public pension liabilities: This term refers to future liabilities of
government under unfunded (pay-as-you-go), or partially funded public pension
schemes. Liabilities for such schemes are generally not recognized in accounting terms
until the obligation to pay arises (see IFAC, 1998), though this will depend on
institutional arrangements in particular countries. (These points are under continuing
consideration by the IFAC/PSC.) Such future liabilities need to be taken into account
in assessing fiscal sustainability over the long term.
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WEB SITE ADDRESSES

Hong Kong SAR: Budget
http:/f/www.info.gov. hk/fb/bdgt98/english/eindex. htm

Hungary: Budget
http://www.meh. hu/default. htm

IFAC-PSC: Guidelines
http://www.ifac.org

IMF: Site is to include a Fiscal Transparency
Home Page
http:/fwww.imf.org/

International Organization of Supreme Audit Institutions (INTOSAI)
http://www.intosai.magnet.at/intosai/

New Zealand: Fiscal Responsibility Act of 1994
http:// www.treasury.govt.nz/pubs/bmb/fra/details. htm

OECD: Principles for Ethical Conduct in the Public Service
http://193.51.65.78/puma/gvrnance/ethics/pubs/rec98/rec98e. htm

OECD/PUMA: Provides access to PUMA publications on public expenditure
management and to individual country sites
http:/fwww.oecd.org/puma/links. htm

Also cites relevant legislation under multilateral trade arrangements like the World
Trade Organization’s Government Procurement Agreement and the EU’s
Procurement Directives that set legal obligations for national systems and practices
http://www.oecd. org/puma/sigmaweb/pubs/pbno3. htm

Republic of Seuth Africa: Intergovernmental relations and budget
http://www.finance.gov.za
http:www.sacs.org.za/gov/{fc/home/ffchome. htm

Thailand: Code of Conduct for Internal Auditors
http://www.infonews.co.th/II4 T/ethics. htm

Transparency International: The Transparency International Source Book
http://www.transparency.de/sourcebook/
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United Nations Commission on International Trade Law (UNCITRAL): Model
Law on Procurement of Goods, Construction, and Services
http://www.un.or.at/uncitral/en-index. htm

United States: Taxpayers’ rights
htip:/fwww.irs.gov/prod/ind_info/advocate. html

World Bank: Site includes details of public expenditure management systems in Bank
member countries
htip://www.worldbank.org






