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Who we are
The Auditor General, the Accounts Commission and Audit Scotland work together
to deliver public audit in Scotland:
•

The Auditor General is an independent crown appointment, made on the
recommendation of the Scottish Parliament, to audit the Scottish
Government, NHS and other bodies and report to Parliament on their
financial health and performance.

•

The Accounts Commission is an independent public body appointed by
Scottish ministers to hold local government to account. The Controller of
Audit is an independent post established by statute, with powers to report
directly to the Commission on the audit of local government.

•

Audit Scotland is governed by a board, consisting of the Auditor General,
the chair of the Accounts Commission, a non-executive board chair, and
two non-executive members appointed by the Scottish Commission for
Public Audit, a commission of the Scottish Parliament.

About us
Our vision is to be a world-class audit organisation that improves the use of public
money.
Through our work for the Auditor General and the Accounts Commission, we
provide independent assurance to the people of Scotland that public money is
spent properly and provides value. We aim to achieve this by:
•

carrying out relevant and timely audits of the way the public sector manages
and spends money

•

reporting our findings and conclusions in public

•

identifying risks, making clear and relevant recommendations.

Good practice note on improving the quality of central government annual report and accounts: | 3

Contents
Introduction

4

Part 1

6

A single story

Part 2

9

How funding was used

Part 3

15

What worries board members?

Part 4

20

Consistency

Part 5

23

Cut the clutter

Part 6

26

Clarity

Part 7

28

Summarise

Part 8
Explain change

31

4|

Introduction
Purpose
1. Audit Scotland promotes good practice in financial reporting in Scottish public bodies.
Audit Scotland’s Professional Support carry out reviews of annual accounts to identify
and share examples of good practice reporting and highlight areas where
improvements can be made.
2. This good practice note shares the findings from a review of the 2017/18 performance
reports included within the annual report and accounts of central government bodies.

Context
3. The purpose of a performance report is to provide information on a body, its main
objectives and strategies, and the principal risks that it faces. They are required to
provide a fair, balanced and understandable analysis of a body’s performance. They
are also essential in helping stakeholders understand the financial statements.
4. Performance reports were chosen for a good practice review because auditors often
report that, while there are good examples of high quality reports, in other cases there
is room for improvement. The aim of this good practice note is to bring the general
standard of performance reports up the level of the best.
5. The review of the performance reports was carried out by a team with knowledge of
the relevant financial reporting framework. However, the team does not have a detailed
understanding of each body’s particular circumstances or the specific underlying
transactions.

Bodies should
use this good
practice note to
assess and
enhance their
own
performance
reports.

The examples
used in this note
are all taken
from 2017/18
performance
reports.

6. Bodies are encouraged to use the findings in this report to assess and enhance their
own disclosures to ensure they provide high quality information to stakeholders in their
performance reports.

Financial reporting requirements
7. Central government bodies are required to prepare their annual report and accounts in
accordance with an accounts direction which generally requires compliance with the
the Government financial reporting manual (the FReM). The FReM requires a
performance report to be included within the annual report and accounts and sets out
the following required content:
•

An overview of the purpose and activities of the body, key issues and risks,
and a performance summary.

•

Information on how the body measures performance and a detailed
analysis of performance during the year.

•

Information on environmental matters.

•

Information on social matters, respect for human rights, anti-corruption and
anti-bribery.

8. The Financial Reporting Council’s Guidance on the strategic report provides helpful
guidance which can be used to assist in meeting the FReM’s requirements.

Unqualified
audit opinions
do not mean
there is no
scope for
improving the
quality of
performance
reports.

Introduction | 5

9. The consideration of the 2017/18 performance reports of each body was carried out by
appointed external auditors and was concerned with expressing opinions on whether
the reports were consistent with the financial statements and included the content
required by the FReM. As there were no qualified opinions, there is reasonable
assurance that minimum disclosure requirements were met. However, it should not be
inferred that there is no scope for bodies to improve the quality of their performance
reports.

Characteristics of good annual accounts
10. Beyond basic compliance with financial reporting requirements, there are a number of
characteristics of financial reporting which Professional Support believe make for a
high quality performance report. These are summarised in Exhibit 1.

Exhibit 1
Characteristics of
a high quality
performance
report

A single story
How funding was used
What worries board members
Consistency
Cut the clutter
Clarity
Summarise
Explain change

11. The remainder of this good practice note is structured around these characteristics,
and it discusses and highlights some of the good practice adopted by bodies in relation
to each one. The note also includes points for bodies to consider in striving to achieve
good practice.

Contact points
12. The contact points for this good practice note are Neil Cameron, Manager
(Professional Support) - 0131 625 1797 or Helen Cobb, Senior Adviser (Professional
Support) - 0131 625 1901.

These
characteristics
are based on
those used by
the Financial
Reporting
Council adapted
for the public
sector context.
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Part 1
A single story
13. The performance report provides an opportunity for bodies to present a single,
coherent narrative explaining and complementing the financial statements.

Coherent narrative
14. The performance report should not be prepared in isolation from the other
components of the annual report and accounts, particularly the financial
statements. By taking an integrated approach, bodies can identify and highlight
relationships between the performance report and items in the other
components.
15. Preparers need to make judgements regarding where information would be
best located. This should aim to ensure that only relevant and focussed
information is included. The performance report should, generally, only include
the content that is required to meet the FReM requirements unless further
information is helpful in telling the full story.
16. The performance report should be structured in a way that allows a cohesive
and clear narrative flow. Although the FReM identifies the requirements for a
performance report as a list of bullets, a checklist approach is unlikely to achieve
effective communication. Bodies should consider and challenge the structure of
the performance report to ensure it tells an understandable story of their
performance.
17. It may be helpful to group together similar or related disclosures, as this will
help reduce duplication and enable linkages to be highlighted and explained.
Information which the FReM requires to be included in the performance report
may be included elsewhere in the annual report and accounts if that tells the
story more effectively. However, where that is the case, a cross reference from
the performance report must be included to satisfy the FReM’s requirements.

Consistency with financial statements
18. The narrative in the performance report should be consistent with the
accounting information in the financial statements, and should highlight and
explain significant points from the financial statements. This is discussed further
in part 4.

Length of report
19. A comparison of the lengths of each body’s performance report showed a
significant variation that was not always explained by the relative size of the
bodies. The number of pages in each part of the performance report are
summarised in Exhibit 2.
20. Bodies at the upper end of the range may wish to consider whether they can
streamline their performance reports, while those at the lower end will want to
satisfy themselves that they are providing users of the accounts with sufficient
information.

The
performance
report should be
structured in a
way that allows
a cohesive and
clear narrative
flow.
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Exhibit 2
Length of performance reports

The average
length of the
performance
reports was 23
pages. The
longest was 54
pages and the
shortest 6.

Issues identified in our review of whether the performance report
provided a single story when considered with the financial
statements were
The performance reports did not always provide a coherent
narrative.
Disclosures sometimes appeared disjointed.
Some reports contained significant duplication and repetition
which made them longer than necessary.
There were examples where material items were not fully
explained while smaller amounts were explained in
excessive detail.
There was limited use of innovative presentation that helps to
highlight linkages.
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Points to consider when telling a single story include
Stand back and consider whether the report tells a
fair, balanced and understandable story.
Avoid using a checklist approach which can lead to
duplication and a disjointed narrative.
Innovate and experiment with presentation and
ways to best tell the story.
Challenge the content and presentation of the
performance report annually.
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Part 2
How funding was used
21. A clear and balanced review of how funding from the Scottish Government and other
sources was used to deliver the body’s objectives, set in the context of the strategy
and business model, will assist users in understanding the body’s performance.

Clear and balanced review
22. The FReM requires a fair and balanced review of the body’s performance. The
performance report should address the positive and negative aspects of the
development, performance, position and future prospects of the body openly and
without bias.
23. Bodies should seek to ensure that users of the accounts are not misled as a result of
the presentation of, or emphasis given to, information in the performance report or by
the omission of material information from it.
24. The example in Exhibit 3 sets out the financial performance of the body in the context
of their progress towards improving financial performance.

The
performance
report should
provide a fair
and balanced
review of
performance.

Exhibit 3
The
performance
report should
address the
positive and
negative
aspects.

25. The example in Exhibit 4 sets out the performance of the body clearly detailing
whether targets had been met. It also explains that those not met will be included in the
next year’s business plan, and where further information can be found.
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Exhibit 4

Explaining the strategy and the business model
26. The FReM requires a description of the body’s strategy and business model. The
description of the strategy for achieving a body’s objectives should provide insight into
its development, performance, position and future prospects.
27. The body’s performance should be explained within a context of its strategy and
business model.
28. Some bodies were able to link their expenditure to the strategic objectives of the
Scottish Government and show how much of their expenditure contributed to achieving
those objectives; an example is set out in Exhibit 5.

Exhibit 5
Descriptions
should provide
insight into the
development,
performance,
position and
future
prospects.
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29. In addition, the disclosure of the body’s objectives places the strategy in context and
allows users of the accounts to make an assessment of its appropriateness. Exhibit 6
provides an example of a simple explanation of what the body does, and cross refers
to where it is explained in more detail.

Exhibit 6

30. The description of the business model should set out how the body generates or
preserves value over the longer term, and how it captures that value. It should describe
what the body does and why it does it and should also provide a high level
understanding of how the body is structured.
31. The review found that most bodies adequately disclosed information on their strategy
and business model. The best disclosures linked spend with outcomes, as
demonstrated at Exhibit 7.
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Exhibit 7

.

Analysis of performance and position
32. The required review of the body’s business should analyse the development and
performance of the body during the financial year.
33. The FReM requires information on how the body measures performance i.e. what the
body sees as its key performance indicators (KPIs), how it checks performance against
those measures, and narrative to explain the link between the KPIs, risk and
uncertainty.
34. The KPIs reported should be those that the board members judge to be most
effective in assessing progress against objectives or strategy, monitoring key risks, or
are otherwise utilised to measure the development, performance or position of the
body.
35. The body should provide information that enables users to understand each KPI
reported in the performance report. The FRC report Performance metrics – Principles
and practice identifies five principles for reporting performance metrics. These
principles are summarised in Exhibit 8 and can be used to ensure that the information
provided on KPIs meets users’ needs.
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Exhibit 8
Aligned to strategy

Transparent

In context

•Give users an insight into
the your performance and
strategy and the sources
of long term value

•Allow users to understand
what the metric attempts
to measure and how it
does it

•Explains what you were
trying to achieve and
what it has achieved, with
explanations for where
this is good or poor

Reliable

Consistent

•Provide explanation of
governance and oversight
of the metrics used

•Report consistently
across time to build
credibility

The FRC
identifies five
principles for
reporting
performance
metrics.

36. Helpful disclosures made by some bodies provided a high level introduction followed
by a good balance of information.
37. A few bodies provided narrative explaining the results or action required to address
performance issues. This helps the user to understand how well the body has
performed. Providing further information comparing performance across years or to
other similar bodies can help users assess performance. Exhibit 9 provides a good
example.

Exhibit 9

Comparing
performance
across years
can help users.
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Issues identified in our review of whether the performance report
explained how funding was used
There was limited explanation:
• that related outturn to targets
• of poor performance, with greater focus placed on positive
achievements
• of action to address missed targets or poor performance.
Financial outcomes were not generally given within the
context of the strategy and objectives.
There was generally limited reporting on performance. It was
sometimes difficult to tell if the body had a good or bad year
from the performance report. Bodies tended to focus on
factual points such as the financial position at the end of the
year rather than provide an analysis of how the body
performed.
Customer-facing bodies tended to be better at showing how
they used their funding.

Points to consider when explaining how funding was used
Be clear whether it has been a good year or a bad
year overall.
Provide a balanced account of performance.
Explain outcomes within the context of your body’s
objectives.
Use the KPIs that the board judge to be the most
effective in assessing performance.
Clearly describe and explain the KPIs, including the
basis for preparation.
Explain the major sources of funding.
Set out the actions required to address
performance issues.
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Part 3
What worries board members?
38. The FReM requires the performance report to provide a description of the key issues
and risks facing the body and how they might affect its future prospects.

Key issues and risks
39. The key issues and risks included in the performance report should be limited to
those considered by the body’s board members to be material to the development,
performance, position or future prospects of the body. They will generally be matters
that the board members regularly monitor and discuss because of their likelihood or
the magnitude of their potential effect on the body. The better performance reports
highlighted a smaller number of key risks and issues but provided clear information
about the supporting assumptions and sensitivities.
40. Board members should consider the full range of business risks, including both those
that are financial in nature and those that are non-financial. Key risks should be
disclosed and described irrespective of whether they result from strategic decisions,
operations, organisation or behaviour, or from external factors over which the board
may have little direct control. Exhibit 10 provides a good explanation of the key risks
affecting the body and how these are being managed.

Exhibit 10

Key issues
and risks will
generally be
those that
board
members
regularly
monitor.
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Forward-looking
41. The performance report should have a forward-looking orientation. Most bodies
identified trends and factors that are likely to impact on their ability to achieve their
objectives in the future (see Exhibit 11).

Exhibit 11

The performance
report should have
a forward-looking
orientation.

Specific descriptions
42. The descriptions of the key issues and risks should be specific so that users of the
accounts can understand why they are important to board members. This might
include a description of the likelihood of the risk, an indication of the circumstances
under which the risk might be most relevant to the body, and its possible effects.
43. In our opinion, half of the bodies included specific risks.

Action plan to mitigate risks
44. An explanation of how the key issues and risks are managed or mitigated should be
included in the performance report to enable stakeholders to assess the impact on the
future prospects of the body. Around half of bodies provided an explanation of what the
body was doing to manage the risks in 2017/18. The body at Exhibit 12 helpfully
provided the information in a table.

Specific
descriptions of
risks help
users
understand
why they are
important.
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Exhibit 12

Critical judgements and estimation uncertainty
45. The FReM requires disclosure in the notes to the financial statements of:
•

critical judgements made in the process of applying the body’s accounting
policies that have the most significant effect on the amounts recognised in
the financial statements

•

information on the assumptions made about the future, and other major
sources of estimation uncertainty, that have a significant risk of resulting in
material adjustments within the next financial year.

46. The FRC guidance on the strategic report recommends that these judgements
and uncertainties should be linked to key risks. In our view, users would find
additional explanations in the performance report to be helpful. Exhibit 13
was one of the bodies that did so.
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Exhibit 13

Issues identified in our review of whether the performance report
explained what worried the board
There was generally limited explanation of the key risks
affecting the body.
Bodies sometimes included risks and uncertainties that did
not appear to be significant.
Half the bodies provided only a high level generic indication
of risks. The inclusion of generic information on its own is of
limited use to stakeholders. Common risks identified
included: Financial sustainability; Workforce planning; EU
withdrawal; and IT related incidents. While these may pose a
risk, it could have been clearer what the body considered to
be the specific risk of these developments.
Half the bodies did not set out the actions being taken to
mitigate the risks.
In some instances the body only provided a cross reference
to the governance statement. The link between risks and
performance was not clearly explained in the performance
report.
Bodies did not generally highlight their critical judgements in
the performance report.
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Points to consider when explaining what worries the board
Be sufficiently specific so that users can
understand why risks are important. For example,
explain that the specific risk related to EU
withdrawal is workforce issues.
Consider all risks but disclose and explain only
those that are considered key.
Describe the actions to mitigate key risks.
Link critical judgements and estimation uncertainty
to key risks.
Address significant features in the external
environment that will impact on your business e.g.
funding constraints.
Explain the risk to deliverability of business
objectives, the likelihood of the risk and its
possible effects.
Link your key risks to your strategy and business
model.
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Part 4
Consistency
47. It is fundamental to the annual report and accounts telling a single story that the
performance report and financial statements are consistent.

Explaining significant points in financial statements
48. While the different components of the annual report and accounts have different uses,
valuable insight can be achieved if the performance report highlights and explains
information from the financial statements.
49. The FRC Guidance on the strategic report recommends that the performance report
should include references to, and additional explanations of, amounts included in the
body’s financial statements. The references should explain the conditions and events
that shaped the information contained in the financial statements.
50. Bodies generally explained important points in the financial statements such as
significant under or overspends. Exhibit 14 provides an example.

Exhibit 14

Significant
points should be
explained so
that there are no
surprises hidden
in the financial
statements.
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51. Although most bodies explained significant items in the financial statements, it
was not always clear to users how figures disclosed in the performance
report related to amounts in the financial statements.
52. This can be done by reconciling the figures as shown in Exhibit 15.

Exhibit 15

53. The description of the body’s performance and position should be consistent
overall with the segmental analysis provided in the financial statements.

Adjusted measures
54. Highlighted or adjusted figures, KPIs and other measures referred to in the
performance report should be clearly reconciled to the relevant amounts in the financial
statements.
55. Any adjustments to the figures in the performance report should be clearly explained,
together with the reasons why they are being made.
56. Where a line item from the financial statements, or a commonly used KPI, has been
adjusted for inclusion in the performance report, the term used for that adjusted
measure should be clear and, where practicable, a reconciliation to an appropriate
financial statement line item and explanation of any material adjustments should be
provided. Exhibit 16 provides an example.
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Exhibit 16

Issues identified in our review of whether the performance report
was consistent with the financial statements
It was often not clear how figures disclosed in the
performance report related to amounts in the financial
statements.
Limited explanation was provided of the adjustments that
were made to the amounts in the financial statements.
Some bodies reported budget figures on a cash basis, with
no linkage to the figures in the financial statements.

Points to consider when ensuring consistency include
Identify and explain where figures are presented
differently from the financial statements.
Reconcile the figures in the performance report to
the equivalent figure in the financial statements
where different.
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Part 5
Cut the clutter
57. There is a significant drive within the accounting profession to remove clutter and
streamline the information presented in the annual report and accounts. Clutter is
immaterial disclosures that inhibit the ability of users to identify and understand
relevant information.

Comprehensive and concise
58. The performance report is required to be comprehensive, but it is also required to be
concise. There does not have to be a tension between these two requirements.
59. Comprehensiveness reflects the breadth of information that should be included rather
than the depth of information. The performance report does not need to cover all
possible matters in detail to be considered comprehensive. It should include the
information that is necessary for an understanding of the development, performance,
position and future prospects of the body. There is a risk that performance reports
include too much unnecessary information leading to the main messages being lost.

Clutter is
immaterial
disclosures
that inhibit
the ability to
identify and
understand
relevant
information.

60. Conciseness is achieved through the efficient communication of all material
information. Bodies should not confuse conciseness with excessive brevity in the level
and type of information provided. There are risks that performance reports are overly
brief and so do not include all the necessary information.

Relevance of disclosures
61. Financial reporting is not an end in itself and the information to be included in the
performance report should be determined by the needs of users. A body should not
include information in the performance report that is not relevant to its circumstances.

Materiality of disclosures
62. Only information that is material to users of the accounts should be included in the
performance report. Materiality is an aspect of relevance that is specific to each body
based on the nature or magnitude of the effect of the information, judged in the
particular circumstances.
63. This requires the body’s officers to apply judgement based on their assessment of the
relative importance of the matter to the body’s development, performance, position or
future prospects.

Relevance is a
fundamental
qualitative
characteristic of
financial
information.

Materiality is an
entity-specific
aspect of
relevance.

64. Immaterial information should be excluded as it can obscure the key messages and
impair understandability.

Use of cross-referencing and signposting
65. Good linkages between related disclosures is essential for the annual report and
accounts to communicate a holistic story. Insufficient linkage between different
components can make it appear disjointed. Cross-referencing and signposting are
useful techniques that can assist bodies in highlighting linkages:
•

The requirement to include information in the performance report can be
met by setting out the item in another component of the annual report and
accounts provided a cross-reference to the item is included in the
performance report. This can lead to clearer communication, while ensuring
disclosure requirements are met.

Crossreferencing to
required
information and
signposting to
complementary
information can
highlight
linkages.
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•

Signposting can be used to direct users to complementary information that
is not required to meet the disclosure requirements for the performance
report. Signposted information can be located in another component in the
annual report and accounts (e.g. an appendix) or elsewhere (e.g. on a
website).

66. Most bodies made effective use of signposting to refer the user to further documents
and information available. Exhibit 17 highlights a good example

Exhibit 17

This body
provided a link
to allow the user
to access further
information.

67. However, where hyperlinks are included, bodies should ensure that the version of the
annual report and accounts published on their website allows the user to follow these
links. The level of information available on public bodies has increased significantly.
Bodies should be careful not to overwhelm users with excessive use of signposting.
68. There may be scope for greater use of cross-referencing, which may allow bodies to
remove some detail from their performance report, improve the narrative flow and
reduce duplication.
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Issues identified in our review of whether the performance report
contained clutter
Some bodies reported all performance measures rather than
those that were key to assessing performance.
Excessive detail was sometimes provided on certain items.
Content that was not necessary to meet the objectives of the
performance report was sometimes included.
There were instances of excessive signposting which
reduced its effectiveness.
Most of the hyperlinks in the performance report did not work
for external users.

Points to consider when reducing clutter
Include the necessary breadth of information in a
concise way.
Ensure disclosures are relevant to the body.
Use judgement to assess the relative importance of
relevant information.
Consider the appropriate use of signposting to
allow the user to access complementary
information.
Avoid excessive detail about a large number of
projects and concentrate on overall performance.
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Part 6
Clarity
69. The FReM requires an understandable analysis of performance. To achieve this, it is
essential that the language used is precise and issues are explained clearly.

Plain language
70. The language used to support and explain the disclosures in the performance report
is fundamental to users' understanding of the information presented. The performance
report should be written in plain language such as in Exhibit 18.

Exhibit 18

Use of jargon
71. The excessive use of technical language (i.e. jargon) should be avoided where
possible. Where the use of body-specific terms is necessary, they should be clearly
defined and used consistently. Some bodies clearly explained terms which were not
obvious to lay persons (see Exhibit 19).

Exhibit 19

The
performance
report should be
written in plain
language.
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Boiler-plate wording
72. Boiler-plate wording refers to generic disclosure which could apply to any body that
gives no additional useful information to users of the accounts. Where standard
wording is taken from another source, it should be tailored to the specific
circumstances of the body.

Issues identified in our review of whether the performance report
was clear
Jargon was prevalent but not always explained. For example,
many bodies referred to annually managed expenditure
without explaining what this meant.
Bodies operating in specialist parts of the public sector were
more prone to the use of jargon, while those operating in a
more customer-focussed environment tended to use plain
language.

Points to consider when providing a clear explanation of
performance include
Use plain language.
Avoid using jargon, or explain it where it cannot be
avoided. Consider providing a glossary of key
terms.
Avoid boiler plate wording and make sure standard
wording is tailored to the circumstances of the
body.
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Part 7
Summarise
73. In order to highlight the key messages, items should be reported at an appropriate
level of aggregation. Tables of summarised information should be supported by
accompanying narrative.

Aggregation
74. The performance report should not include so much detail that the main messages
are lost. It is helpful if information is aggregated to an appropriate level as this helps
users to see key themes without getting lost in excessive detail.

Items should be
reported at an
appropriate level
of aggregation.

75. The performance report disclosures should provide a link to the segmental analysis
provided in the financial statements.

Infographics
76. The method of presentation can significantly affect the understandability of
information in the performance report. The most appropriate method of presentation
will depend on the nature of the information but may include tabular, graphical or
pictorial methods as well as narrative text.
77. The use of innovative presentation techniques such as infographics can emphasise a
point and improve the disclosure. Information that can helpfully be presented
graphically includes:
•

geographic and demographic information

•

performance against targets and financial information

•

organisational structures and governance arrangements.

78. In most cases tables and other infographics should be supported by accompanying
narrative. It is important that the narrative is consistent with the message conveyed by
the infographic.
79. Although not widespread, a few bodies made effective use of innovative presentation
(such as the examples in Exhibits 20 and 21).

Infographics can
improve
presentation
and should be
supported by
narrative.
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Exhibit 20

Exhibit 21

Case studies
80. The use of case studies can be an effective way to engage the user and to highlight
performance developments and action to address issues.
81. Exhibit 22 provides an example of a body making effective use of case studies to give
the user an insight into the achievements in the year and performance against the
targets.
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Exhibit 22

Issues identified in our review of whether the performance report
summarised information
Some bodies provided an unnecessary level of detail which
made it difficult to identify the key messages.
There was limited use of infographics.
Only a few bodies used case studies.

Points to consider when summarising your performance
Aggregate information at an appropriate level to
highlight key messages.
Consider which information could be better
presented using tables or a graphical presentation.
Consider using case studies to add valuable insight
to performance.
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Part 8
Explain change
82. Significant changes from the prior year should be properly explained. Users can
obtain important insight where performance is considered against previous years
outcomes.

Explaining changes from comparatives
83. The financial statements are required to provide comparative information for the
previous year to allow the user to identify significant changes in the performance over
the year and position of the body at the year end. Significant changes between years
should be flagged in the performance report, as in Exhibit 23.

Exhibit 23

Users find an
explanation on
changes from
comparative
information
helpful.

84. Users should be able to distinguish between movements in performance resulting
from one-off events and those that are expected to continue.

Explaining changes in policy and other key matters
85. Significant changes from the prior year in policy and other key matters should be
adequately explained so that users of the accounts can assess the impact on the
development, position, performance, or future prospects of the body.
86. For example, significant changes in key risks such as a change in likelihood, probable
timing or possible effect, or the inclusion of new risks, should be highlighted and
explained.
87. As bodies develop, different risks will emerge and they may need to change their
policy or approach to manage these risks. Bodies should clearly explain these changes
as they emerge.
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Issues identified in our review of whether the performance report
explained change
Only a few bodies compared performance to previous years.
Explanation of changes was limited and did not highlight
whether events were likely to continue or were caused by
one off events.
Trend information was only used by a few bodies.
There was little evidence that risks had been updated.

Points to consider when explaining change
Explain significant changes in the financial
statements.
Use comparative figures to explain changes in
performance.
Highlight significant one-off events that impact on
performance.
Explain changes in the KPIs disclosed.
Explain the reasons for any changes in key risks.
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