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E-government; Providing Financid Information Viathe World Wide Web

In May 2000, the Wall Street Journa reported that e-commerce is entering the governmenta arena.
Governments are generdly known as the least innovative sector of the U.S. economy, but e-government
is quickly become a redity. E-government refers to the use of informaion and communication
technologies (primarily the World Wide Web) to ddiver government services and informetion to the
public. In the year 2000 aone, e-government initiatives totded more than $1 billion (2). E-government
is changing the way that the government does business and it is revolutionizing Americans reaionship
with their government as both consumers of governmental services and citizens of democracy (13).
While previous studies have examined government web sitesin generd, this study focuses specificaly on
the presentation of financid information and the effect of providing this information.

According to the Hart- Tegter survey and the Nationa Technology Readiness Survey, e-government
is becoming aredlity with widespread support from the public. There are obvious benefits for becoming
an e-government including improving access to government information and services, reducing service-
processing costs, and providing a higher quality of service (2).

More citizens may be able to participate in the process of government easily and a lower costsin terms
of both time and money, athough some are concerned that access to the web is not equd for al
citizens.

E-government provides citizens with grester access to more types government information, which
dlows them to become more involved in governmenta decison-making. Since the focus of e
government is on reaching out to citizens rather than forcing them to come to the government, the costs
of getting ditizens more involved will be lower (7). In genera, e government serves as an additiond
channd through which to deliver government services, but a a grester convenience, higher levd of
qudity, and lower cost than traditional channels. For example, it will certainly be less expensive to
publish a 200- page annud report in a document file on the web than to print severa hundred copies for

digtribution to citizens and other interested parties.



One specific sarvice for which e-government may be used is the dissemination of financd
information. Financia information is important to citizens, employees, suppliers, and investors in the
government’s securities.  According to the Government Finance Officers Association (GFOA),
technology dlows securities issuers to be more efficient and effective in communicating with the
municipal market. Investors, andysts, and the Securities and Exchange Commission (SEC) have
commended the use of the Internet for disclosure. They believe that the web is the next best thing for
providing financiad disclosures because reporting on the web promotes transparency, liquidity, and
efficiency in the capitd markets. As a result, the GFOA has recently issued a recommendation that
governmental issuers use their web dtes to disseminate information to the municipa securities market
regarding municipa debt, financiad condition, and other rdated information. It daims that municipa web
gtes are a powerful communication tool and can potentidly be an integral part of an effective investor
relations program (5).

The GFOA released some guiddines for maintaining an investor relaions program in 1996.
Investor relations are extremey important because investors are the primary source of financing capita
asst acquisitions for gate and locd governments. When governments sdl bonds, they enter into a
long-term contract to make timely debt service payments to the holders of such bonds. Therefore, an
effective investor relations program is atentive to investor needs and concerns and has the potentia to
lower borrowing codts for issuers. GFOA guidelines suggest the focus of such a program should be to
provide annud financid, operating, and other sgnificant information in atimely fashion that is consgtent
with federad and gtate laws and SEC rules. Annud budgets, financid plans, and comprehensive annud
financid reports (CAFRs) are examples of documents that would provide investors with useful
information. Another important consideration according to the GFOA is that procedures should be
developed to ensure that such information is ddivered to dl municipa market participants S multaneoudy

and not just to certain investors (3).



Usng a web dte for disclosure meets many of the GFOA’s recommendations for an effective
investor relaions program. First and foremost, a web site can make documents associated with a bond
sde avalable eectronicaly as wel as provide ongoing disclosure information to the municipa market.
A web ste can dso dore historical financid documents that may be used by investors for reference
purposes. Other advantages include preventing preferentia treatment of certain investors by ensuring
the smultaneous release of disclosure information, controlling the content and timing of the release of
information,  assuring the accuracy and completeness of the information because the media is not
involved, and providing the most current information available, with the option to update it as necessary.

Web dtes dso serve as an efficient, low-cos method for continually communicating timey
information to investors. They can be used for (1) press releases notifying investors of significant events,
(2) accderating and broadening the didribution of timely disclosure information, (3) reducing investor
inquiries, and (4) satisfying investor requests for less expensive, more accessi ble disclosure information.
Another feature is that web dte disclosure may enhance an issuer’s reputation in the municipa bond
market thereby strengthening investor confidence in the issuer. Web site disclosure may aso make an
issuer’ s bonds more étractive to investors, which facilitates secondary market liquidity. Improving the
liquidity of an issuer's bonds will help improve the efficiency of the municipd market, and, possbly,
lower borrowing cods. If an issuer has aready developed a web site for other purposes, adding
financid information for investors would involve little or no extracogt (5). It is clear that usng municipa
web gtes for the dissemination of bond disclosure and other financid information has many advantages
for issuers, investors, and al other municipa securities market participants. These advantages are
smilar to the advantages of participating in other areas of e-government: greeter information content and
availability, increased citizen/investor involvement, and higher qudity services, dl provided with grester
efficiency at alower cod.

The GFOA consders the ease of use and accessibility of aweb Ste to be important, suggesting that
care be taken to ensure that the web ste design maximizes usefulness to investors. Another important
feature according to the GFOA s that information posted on a web sSite should be reviewed and

approved to ensure accuracy, consstency, and completeness. The mogt recent date that information



has been updated should be posted on the web site, and outdated reports or other information should
be clearly marked (5). Another important consideration is that the author or source of any information
provided is given (1).

The primary focus of this Sudy is to gather information about the use of the Internet by locd
municipdities to disssminate financid information and to examine these web Stes ability to meet citizen
needs. The focus on financid information is because it provides both information and accountability to
citizens.

The governments used in this study are taken from a database containing 596 governments with
a population greater than 100,000. The web addresses for these governments are gathered from
OfficialCitySites.org, a web dte that lists local and county web sites by state. Web addresses that

could not be obtained from OfficialCitySites.org are researched on the Internet using various search

engines.

Table 1 summarizes the findings related to the 596 government web stesincluded in this study.
They represent 30 states, or 60% of the dtates, as well as the Didtrict of Columbia. Of the 596
governments contained in the origind database, only 100 web stes (16.8%) contained a CAFR or
some other form of financia statements. These 100 web Sites are examined in greet detail to assess the
financid information provided. In examining these 100 web Sites, it is interesting to note that Cdlifornia,
home to 16 of the 100 governments containing financia statements, appears the most number of times
while the next most frequently appearing states are Texas, home to 12 stes, and FHorida, home to 10

Stes.



Tablel

Overview of Surveyed Web Sites
# of Usdin | Status
Sites | Study
78 X Full CAFR (Comprehensive Annua Financia Report)
18 X Partidl CAFR
2 X Full PAFR (Popular Annua Financia Report)
2 X Annud Reports with financid satements
66 No web ste found
24 URL’s could not be accessed (at least 1 had CAFR)
23 Information on how to obtain full copy of CAFR
10 Completely or partidly under congtruction

8 Annud Reports without financid satements

5 Finance/ CAFR/Annua Report link not working
4 Finance page or Ste under development
3

2

1

CAFR summary without finencid Satemerts

Down for updates (either to entire Ste or CAFR)
Financia statements other than CAFR or Annua Reports
373 No Financia Statements (CAFR, annud report, or other)

It is not surprising to see three of the most populated states in the U.S. gppearing at the top
of the lig of those states whose local governments provide financia information online. In generd, larger
governments tend to have more resources, o they are more likely to be able to help fund and promote
e-government initiatives. However, it is dso more than likely that these states have more cities or towns
with high populations and consequently gppear more often in the origind database. It is dso interesting
to consder representation by state capitals. All but four state capitals are listed in the origina database
of 596 loca governments but only 15 are included in the fina sample of 100.

Governments that provide financid Statements on their web Stes should have higher bond
ratings if providing financid information on the web lowers borrowing costs. Standard and Poor’s is
one of the agencies that rates government bonds. Its highest rating, AAA, is held by governments that
are characterized by strong and proactive adminigtrations, effective debt management with moderate to

low debt, a vibrant and diverse economy, and a strong financia position. However, only eight of the



100 governments achieve Standard and Poor’s highest bond rating. Therefore, the assumption that
governments who provide their financia statements online have high bond ratings is not very convincing.

Since the dissemination of financid information on aloca government web Ste is not mandatory at
this time, another assumption is that the information that is provided will be of higher qudity. Therefore,
it is interesting to consider the incidence of clean audit opinions and the receipt of financid awards
among the governments that voluntarily provide their CAFRs online.  Of the governments reporting
CAFRs or financid statements online, 13 did not provide their independent auditor’s report while 82 of
them received clean, unquaified audit opinions. The remaining five received ether an unquaified report
with modified wording or a quaified opinion.

Ancther indication of high quaity financd statements is the receipt of awards like the GFOA
Certificate of Achievement for Excellence in Financia Reporting. The GFOA aso awards a smilar
award for digtinguished budgets. Of the 100 governments with CAFRs or financid statements, 85
received an avard. The high number of governments receiving awards indicates that governments are
more likely to provide their financid information onlineif it is of higher qudity.

How essy it is to access the financid information will play a criticad role in whether people use the
gte to review this information. The length of financid documents and the way in which they can be
navigated contribute to the ease of use of the web stes examined in this sudy. The length of the
CAFRs or financid statements range from 13 pages to 320 pages. Half of the web stes with CAFRs
or financia statements had documents that are less than 200 pageslong. Of the 100 tota web steswith
financia statements, 16 did not provide the entire document or atable of contents.

Generdly, the longer a financid document is, the more overwhelming it is to the user, the longer it
takes to download, and the more difficult it isto go through the document. However, some of the web
Stes attempted to increase their ease of use by dlowing users to download the financid documentsin
sections, or click on main headings or a table of contents to be taken directly to that informetion, rather
than having to scroll down through the entire document. Of the 100 dtes, 22 alowed users D

download the financia statements in sections. Another 24 of the Sites require users to scroll through the



documents while one site even had a financid report set up in columns, requiring the reader to scroll up
and down just to read one page.

The most convenient way to look through the financial documents would alow users to smply click
on a page in the table of contents and then go directly to that page. Thirty-eight Sites provide this
linkage. Another three sites dlowed users to click on sections of the document, two sites dlow usersto
click within downloaded sections, and one ste dlows users to click on man headings. Another
convenient format, used by nine of the dtes, is the use of bookmarks in Adobe Acrobat. Bookmarks
are an outline of the document located in aframe to the left of the page thet is being viewed. The user
can click on a bookmark and then be taken directly to that information. The use of bookmarks, the
ability to click on a table of contents and the ability to download financid documents in sections al
contribute to the ease of use of web Sites.

A dgnificant factor that hinders a user’s ability to access informetion is the number of clicks or
menus that the user must go through to get to the information. For 68 of the stes, the financid
information could be found in four or fewer dlicks or menus.

Still another important consideration besides ease of use of the web dte is ease of use of the
financid information itsdf. It isimportant for citizens to know how their governments are spending their
tax dollars but many citizens do not have the financia expertise or the patience to read and comprehend
CAFRs or other financia statements. Budget documents are often easier to comprehend than CAFRs
and 80 of the web stes examined in this study provide some type budget documents. Other types of
document that are easer for citizens to understand include annua reports (provided by a few of the
gtes), financid summaries, and PAFRs. PAFRs are genegrdly short in length and contain highly
condensed financid information, budget summaries, and narrative descriptions. However, they contain
unaudited summary data. Only two of the 100 web sSites with CAFRs or financid statements contain
PAFRs. In addition to providing simmary financid information, governments can make information
easer to understand by presenting it in tables or graphs.  Eighty-four Stes present some information in
tables or graphs with revenues, expenditures, and taxes the most common items shown. Some

governments made their CAFRs more pleasing to the eye by providing full-color documents and



graphics.  This type of document is much less overwheming than plain black-and-white documents.
Three governments made their CAFRs easier to understand by providing very good explanations of
both the document and fund accounting. Overdl, financid information on 14 stes is ether easy or
relatively easy to understand and information on 5 of the Sitesis complex or difficult to understand. The
rest of the stes are in between. While governments seem to be taking some steps to ensure that
financid information provided on their web gStes is easy to use, citizens would benefit from better
descriptions and explanations of that information, more summary financial informeation, and greeter use
of color, tables, and graphs.

In addition to ease of use, accountability is another criterion that can be used to evaduate
government web dtes. There are many ways in which e government sites can fulfill their respongihility
to ther citizens by being accountable.  One of the most important ways is by providing financiad
information o that citizens can see how their tax dollars are being spent.  Ancther tool indicating
accountability is to provide basic contact information for the government, such as the names, addresses,
and phone numbers of government offices and/or officids. Some prior studies have found that many
times web gtes are lacking this basic contact information. However, dl of the 100 web gStes in this
study contain contact information.

E-governments can dso provide citizens with some sort of feedback form or survey to increase
accountability and to ensure that the web ste is meeting user needs.  Of the 100 web Stes, 55 have
some sort of feedback form or survey for users.

There are other ways in which e-government web sStes can demondrate accountability. It is
important for citizens to know what their governments vaues, gods, and misson. A mission statement
is provided by 80 of the governments in this survey.

Another indication of accountability is providing a projection for future revenues and/or
expenditures—52 provide information about future revenues and/or expenditures, generdly in the form
of along-term capita improvement plan. The most common length of time over which revenue and/or

expenditure projections are given is five years.



Governments can increase thelr accountability to citizens is by providing a variety of financid
information, not smply CAFRs or financid statements, for multiple years. Very few of the web Stes
examined in this study contain just a CAFR. The most commonly provided financid document other
than a CAFR is some form of budget document, including proposed, adopted, operating, capita, or
summary budgets, the mayor’s budget message, or acitizen’'sbudget guide. Two ~ other  common
financia documents found on the web Stes (27 sites for each) are a capital improvement plan or bond
information. This information varied from gdte to Ste, but include such documents as bond obligations
and outstanding series, bond sdes, bond ratings, proposed issues, bonded debt reports, debt
management policies and procedures, debt components, ratios, and definitions. Other types of financid
information provided by the dtes include tax rates and other tax information, annud reports, financia
trends, financia reviews or highlights, investment policies, financia plans, performance reports, monthly
or quarterly reports, business plans, grant compliance reports, interna audit reports, fund overviews,
investment reports, and purchasing and bid information. In addition, Portland, OR reports service
efforts and accomplishments (SEAS), and Richmond, VA, has a set of reporting standards that explains
why citizens should care about government financia reporting.

Governments increase their accountability by providing financid informeation for multiple years.
Mog of the governments in this study provide CAFRs or financid statements for one to four years,
during the period from 1995 to 2001. The more financid information available, the more accountability
agovernment shows, as long as the information is labeled and dated properly.

Another strong indicator of government accountability is the use of an interna audit committee to
review the government’s financid affairs. Knowing that financid transactions are being monitored gives
citizens more confidence that the government’s resources are being used properly. Of the 100 web
gtes, 46 governments indicate that they have these committees.

Although this study is focused on the financid aspects of locad government web Sites, an important
factor in evauating these Stes is the balance between financiad and non-financid information. Every user
of a government ste will not necessarily be looking for specific financid information, so this sudy dso

examines whether the web sites have information relating to the overal economy or business climate of
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the government, including a lis of mgor employers and information relaed to the qudity of life in the
area. Of the 100 web sites, 74 contain &t least some information related to the economy. Also found in
the survey are 73 dtes that contain information relating to the qudity of life, though some did so by
providing links to other organizations such as the Chamber of Commerce.

Linking users to other web dtes is a popular method to baance financid information with norx
financid information. In this manner the government serves as a resource for their users and helps
provide other useful information. Mot of the web sites examined in this sudy have alink or main menu
on the home page marked “other links.” Others have links scattered throughout the site. Of the 100
web dtes, 89 dtes provide links to other web stes. Interestingly 13 of these provide links to highly
technicd web gtes including the GASB, the GAO, the GFOA, FASB, the AICPA, the Nationa
Association of Loca Government Auditors (NALGA), the ACFE, the Inditute of Internd Auditors
(11A), the Office of Management and Budget (OMB), state audit departments, the IRS, or Standard &
Poor’s, Fitch's, and Moody’s. Mogt citizens would have little use for these web stes, with the possible
exception of the IRS.

Other non-financid links that are very popular include links to the area Chamber of Commerce and
the area Visgitors & Convention Bureau. Forty-two of the Stesinclude alink to their state' s officid web
dgte. Many dtes dso contain links to federa government web stes, including the following: the White
House, House of Representatives, Senate, Congress, Cabinet, Socia Security Adminigtration, Library
of Congress, and the Department of the Treasury. A few sStesin Washington State even contain linksto
the Canadian government. Links to other web gtes not only provide Site users with more information,
but they may aso help those users to better understand information on the Site they are viewing.

Two other important criteria for evauaing government web dtes are providing the source of
information found on the site (found on 94 of the sites) and content update procedures and dates.
Although the government is ultimately responsible for supplying the information, governments incresse
their accountability by disclosng which departments or individuas are responsble for reporting the
financid information. The source of the financid information is generdly found on the cover or title page

of the CAFR or annua report. Other common places to find the source of financia information are the
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transmitta letter in the financiad document, or under a description of the duties of the department
respongble for preparing the information.

Although most of the web stesin this sudy list the source of their financid information, they are not
as likely to provide their content update procedures and dates. Only 37 sites provide the date on which
the web sSte was last modified or updated. However, it is gpparent that most of the Sites had been
updated recently because they list current events, current news, or the current week’ s council meeting
agenda or minutes.  To increase accountability and to provide better, more accurate information to
citizens, al government web stes should explain their update policies and procedures, and they should
list the date on which the Site was last updated.

In addition to assessing the ability of government web Sites to address the needs of their users, this
sudy compiled some interesting facts about governments that did provide their CAFRs or financid
satements. For example, the most common fiscd year end for such governments is June 30t with 53
of the governments having this year-end. In terms of auditors, the governments in this study were more
likely to have been audited by a“Big Five’ (at the time of the survey) public accounting firm than aloca
or regiond firm. This sudy aso notes which locad governments had adopted GASB’s new financid
reporting model for governments required by GASB Statement No. 34. Only 21 of the surveyed
governments have implemented the new reporting requirements.

CONCLUSION

Governments are expanding into the exciting world of e-government. Internet usage among
governments is increasing rapidly. Citizens are excited about the progpects of e government and web
dtes are a great resource for governments to provide bond and other financia documents to the
government market.  While only 16.7% of 596 locd governments examined in this survey currently
provide financia statements on their web Stes, this number is expected to grow rapidly in the coming
years. There are obvious benefits for governments to providing their services online, including greeter
convenience, higher level of qudity, and lower cost. However, e-government Stes can only be effective
if they are meeting citizens needs in terms of ease-of-use, accountability, accesshbility, balance,

organization, and accuracy. The data collected in this study suggests that most governments are making
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progress in these areas but there is Hill plenty of room for improvement. These results are consistent
with e-government initiatives in generd. We believe that governments will continue to make strong gains

in this area greetly increasing everyone s accessto al levels of governments.
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