Threshold Approach – a new approach for assessing and auditing public performance reports

Expectations for the quality of performance reporting by organizations in BC’s public sector were established in a set of principles developed jointly by the Government of BC and the Office of the Auditor General, and endorsed by the Select Standing Committee on Public Accounts.  The eight BC Reporting Principles outline the components of good public reporting.  Organizations incorporating all of the principles in their annual reports will fairly present their performance.  Each principle is described at a high level.  Clarification of each principle’s intent is provided by more detailed criteria, presented as a series of self assessment questions.

The purpose of this document is to clearly outline the OAG’s methodology for assessing the quality of performance reports.  The methodology is based on an expectation that performance reports will at least meet minimum expectations (i.e. the threshold).  The methodology recognizes that the spirit and intent of individual principles can be fulfilled with less than 100% compliance with all of the detailed criteria.  Consequently, the threshold represents less than 100% compliance.  This approach is consistent with the OAG’s previous methodology for assessing report quality of reporting; the intention being to not raise the bar.

This first draft of the methodology includes wording, italicized and highlighted in green, that would be used were we to adopt a 100% compliance approach.

This document presents the full text of each principle, including the detailed criteria.  Each criterion has been rephrased as an assessment question.  Alongside each question is a description of the threshold expectation.  In some cases, the description of the expectation may refer to other documents or other work that must be done in order to answer the question.

For each principle there is an overall conclusion question asking if the principle has been fulfilled.  Where all expectations have been met, the answer would be “yes”.  Where one or more expectations have not been met, assessors would generally conclude “no”.  However, there may be specific circumstances where a reviewer concludes that the spirit and intent of a principle has been met, even though the expectations for one criterion has not.  In such cases, assessors should fully document their reasoning.

1.  Explain the Public Purpose Served

Public performance reporting should explain why an organization exists and how it conducts its business, both in terms of its operations and in the fundamental values that guide it.  This is important to interpreting the meaning and significance of the performance information being reported.

It is not just the raison d’etre of an organization that matters in understanding its performance.  How an organization delivers its programs, products and services is also key.  Several ministries, for example, rely on contractors, private/public partnerships, and transfer payment organizations (such as schools, universities, colleges and health authorities) to deliver government programs, products and services.  In these cases, achieving the ministry’s goals and objectives is a collective, rather than individual, responsibility.

The issue may be somewhat different for Crown corporations.  Their governance structures and the roles and responsibilities of the various parties (board, government and the Legislative Assembly) are often complex.  Moreover, Crown corporations must balance their public purpose with sometimes competing business interests.

Public sector organizations are expected to carry out their roles and responsibilities consistent with public sector values.  In the conduct of public business, how you deliver your programs, products and services matters.

	BCRP Self-Assessment Criteria
	Audit Questions
	Expectations

	Have you adequately explained the organization’s purpose, as derived from enabling legislation, and its mission?
	1. Does the report adequately explain the organization’s purpose and its mission?
	The report describes why the organization exists (referencing enabling legislation), and at a very high level (e.g. through a mission statement) what it is supposed to do or achieve.  In an attest engagement, you should ensure references to enabling legislation are accurate and complete.

	What are your core business areas and/or the principal markets you serve?
	2. Does the report describe the organization’s core business areas and/or the principle markets served?
	The report describes the organization’s core business areas (e.g. the programs, services or products provided), and/or identifies the markets served (e.g. clients, key stakeholders).

	Is it clear who you serve – the clients or stakeholders who rely on your programs, products and/or services?
	3. Does the report make clear who the organization serves?
	The report describes the major clients or stakeholders who rely on the organization’s programs, products and/or services.

	Have you provided an overview of the programs and services your organization delivers?
	4. Does the report provide an overview of the programs and services delivered by the organization?
	The report should contain an overview of the significant programs and services the organization delivers.

	Will the reader understand the governance structure of your organization – that is, its key reporting relationships, particularly those that are externally focused?
	5. Does the report provide sufficient information to understand the organization’s governance structure?
	The report describes key reporting relationships, with an emphasis on those that are externally focused.  For example, Crown corporations should refer to their boards and their accountability to the Legislature via a minister.  Where a ministry’s performance is subject to review by a legislative committee, this should be disclosed.

	In the case of subsidiaries, have you described how their mission is aligned with the mission of your organization?
	6. Where the organization is responsible for subsidiary organizations, does the report describe how their missions are aligned with that of the organization?
	The absence of this detailed information would not likely detract from meeting the overall spirit and intent of this principle.  (Reports should describe how the missions of subsidiaries are aligned with the organization’s own mission.)

	Have you explained how you deliver your programs, products or services through others?  And how you ensure they deliver what you want?
	7. Does the report explain how the organization delivers programs, products or services through others, and how it ensures they deliver what is wanted?
	The report should identify what key programs, products or services are delivered through contractors, public/private partnerships, transfer organizations (e.g. schools, universities, colleges and health authorities) or subsidiary organizations.  It should also describe the accountability processes for ensuring the organization receives the quality of service expected.

	Is it clear that your organization is guided by public sector values in delivering its programs, products and services?  E.g.:

· in an ethical manner

· with fair access to business

· without personal benefit

· in accordance with professional conduct
	8. Does the report make clear that the values that guide the organization’s operations?
	Universal “public sector values” do not exist.  It certainly is expected that all public business will be conducted ethically and without personal benefit, that public services will be accessible to all and that there will be adherence to codes of professional conduct.  However, since generic statements provide no meaningful information, these examples do not provide a template for all organizations to follow.

To fulfill the sprit of this principle, an organization should disclose the fundamental values, guiding principles or standards of behaviour that guide the conduct of, and specifically relate to, its business.

	Have you explained any other factors that are critical to understanding your performance?
	9. Does the report identify other factors critical for understanding the organization’s performance.
	Critical factors for achieving the organization’s mandate or delivering its services should already be identified in relation to these issues.  The omission of other factors, such as organizations with complementary or overlapping mandates, would not normally impede fulfillment of this principle. (The report should explain any other factors critical to understanding performance, such as independence, competition, or public organizations with similar, complimentary or overlapping mandates.)

	Conclusion
	
	

	Overall, have you explained the public interest served through your organization, and how it conducts its business?
	For each criterion, have the minimum expectations been met?
	


2.  Link Goals and Results

Public performance reporting should identify and explain the organization’s goals, objectives and strategies and how the results relate to them.

Planning and reporting should be part of an organization’s ongoing operations, systems, and decision-making.  This suggests there is a logical flow or an inter-related “chain of events” an organization follows, from its vision, mission and mandate, to its goals, objectives, and strategies, through to its performance monitoring and measuring, to its public reporting.

By monitoring performance, organizations can learn from what has happened and make adjustments to their plan.  These adjustments should be reflected in the annual report as an indication to readers that the organization is aware of its successes and is planning steps, where necessary, to address any shortcomings or changes in its environment.  Planning and reporting are part of a continuous cycle:  the monitoring and reporting of results helps inform future planning, while the planning process sets out the intended results and the strategies to achieve them.  In essence, by linking the goals and results of an organization, it will be looking forward as well as back at its performance.

	BCRP Self-Assessment Criteria
	Audit Questions
	Expectations

	Will readers understand the logical framework – the “chain of events” – that links your plan and report?
	1. Does the report provide an understandable’ chain of events”?
	The report should provide a logical framework that links

· vision, mission and mandate (i.e. public purpose)

· goals, objectives and strategies (i.e., what it wants to achieve and how)

· performance measurement and monitoring (i.e. how it knows what it has achieved), and

· performance reporting (i.e. communicating results).

In an assurance engagement, you should become familiar with any logic models or other strategic or performance management frameworks employed by the organization.  These need not be identical to the information reported externally, but there should be significant similarities between them.

	Are your goals and objectives well-defined and supportive of your vision and purpose?
	2. Are the goals and objectives well-defined and supporting of the organization’s vision and purpose?
	It is not the intention to critique management’s choice of goals and objectives.  The development of the organization’s performance framework is management’s prerogative.  However, it is also management’s responsibility to explain how goals and objectives are relevant to the organization’s vision and purpose.  The linkages will be more obvious in some cases than in others, so the extent of explanation may vary.

	Are there clear links between your goals/objectives (i.e. your plan) and your results (i.e. your report)?
	3. Are there clear linkages between what the organization plans to achieve (goals and objectives) and the reported results (performance measures and targets).
	The report should make clear to readers how the measurement of a particular performance metric speaks to the achievement of desired results.  Performance measures are often not direct (e.g. proxy) or are in some other way “less then perfect”.  Therefore management’s understanding of the relevance of individual measures, and the meaning of the actual results achieved, should be explained.

	Is your assessment of intended and actual results based on good short and long-term performance measures?
	4. Does the report contain good long and short-term performance measures?
	Reports should contain a combination of short term performance measures (e.g. efficiency, output, timeliness, immediate outcomes).  A “good” performance measure has SMART attributes: Specific, Measurable, Achievable, Results-oriented & Time-bound.  “The problem is that not everything that counts can be counted, and not everything that can be counted counts."  (Albert Einstein)  Long-term outcomes are notoriously difficult to measure.  Reports may contain few, if any, long-term performance measures.

	Have you explained how short term achievements affect long term goals?
	5. Does the report explain how short term achievements affect long-term goals?
	Measuring long-term outcomes is often challenging due to the significant time periods involved, the interplay of multiple factors, and the challenge of attributing long-term outcomes to the short-term actions of any one player.  Consequently, reports may not adequately speak to how management believes short-term results impact long-term goals.  (Where long-term performance measures are reported, results should be explained in the context of short and long-term activities.  Measuring long-term outcomes is often challenging due to the significant time periods involved, the interplay of multiple factors, and the challenge of attributing long-term outcomes to the short-term actions of any one player.  Consequently, long-term outcomes may not be measures, but reports should at least speak to how management believes short-term results impact long-term goals.)

	Have you explained any differences between actual versus planned results?  And what your organization intends to do about it?
	6. Does the report explain differences between planned and actual results?  And what the organization intends to do as a result of differences?
	The report should identify planned and actual results.  This is the cornerstone of accountability.  The report should also explain any differences between planned and actual results.  This analysis is a critical part of performance monitoring.  By monitoring performance, organizations can learn from what has happened and make adjustments to their plans.  Since such adjustments will be reflected in the next plan, reports may or may not disclose how such future plans will change.  (These adjustments should be reflected in the annual report as an indication to readers that the organization is aware of its successes and is planning steps, where necessary, to address any shortcomings or changes in its environment.)

	Do your measures and targets reflect the range of issues that:

· concern the public and legislators?  E.g. outcomes as well as outputs, and quality and efficiency measures.
· are relevant to the organization’s goals and objectives?
	7. Are the performance measures geared towards an external audience?  Do the performance measures include measures of output, quality, efficiency and outcome?  (The relation of goals, objectives and performance measures is addressed in Question 3.)
	Public accountability reporting is intended to explain an organization’s results to an external audience.  The emphasis should be on performance measures relevant to key stakeholders outside the organization.  The suite of performance measures should include product or service quality (immediate outcome), efficiency (output linked to resources), timeliness (output linked to time) and immediate outcomes (e.g. output quality).

	If your organization relies on alternative delivery systems (such as contractors or public/private partnerships), have you described the performance of the overall system?
	8. Where the organization relies on alternative delivery systems (see principle 1) has the performance of the overall system been described?
	Organizations are accountable for results across the system regardless of the delivery mechanism.  Nonetheless, the absence of accountability information from lower levels may challenge an organization’s ability to measure performance across an entire system.  Reports may lack adequate system-wide performance measures.  (Consequently the report should describe the performance of the overall system.)

	Are the outcomes you’re seeking reasonable – that is, is there a plausible link between your actions and your intended outcomes?
	9. Does the report provide plausible explanations of the linkages between the organization’s actions and its stated outcomes?
	Reports may not adequately speak to how management believes short-term results impact long-term goals, therefore such linkages may be missing or weak.  (The report provides plausible explanations of how the organization’s actions and results contribute towards long-term outcomes.  In other words, the long-term outcomes it attributes to itself are reasonable.)

	Conclusion
	
	

	Overall, will the reader understand:

· what your organization intends to achieve?

· what it actually achieved? and

· the impact your results will have on your future direction?
	For each criterion, have the minimum expectations been met?
	


3.  Focus on the Few, Critical Aspects of Performance

Public performance reporting should focus on the few, critical aspects of performance.

This principle reflects the interest of the audience in the larger, overall picture.  Few means that the number of goals, objectives and particularly performance measures described are limited in number in the published documents that are directed to legislators and the public.  Critical aspects of performance address significance, relevance and the focus on results.  What is critical is determined, in part, by:

· what is of importance to the intended users – hence, the focus of reporting should be driven by the likely use of the information as much as by government’s obligation to report;

· aspects of performance that the government judges as critical to the organization’s success; and

· what is vital to the organization as reflected in its goals, objectives and intended versus actual results.
	BCRP Self-Assessment Criteria
	Audit Questions
	Expectations

	Does your organization’s plan and report address what’s important to the government at the overall corporate level as reflected in the government’s strategic plan?
	1. Does the report reflect the priorities articulated in the government’s strategic plan?
	Reports should clearly relate to the overall priorities of government as reflected in its overall strategic plan.  The directness of this relation may vary depending on the type of organization and the nature of its business.  The core government (ministries) will likely show a much stronger relation to the strategic plan than organizations on the periphery of government (e.g. Crown agencies).

	Does your plan and report focus on what’s important to the public and legislators?  Is it clear what the achievement of the goal means to them?
	2. Does the report describe performance for an external audience (the public and legislators)?  Is it clear what the achievement of goals means to them?
	Information users can be divided into two groups: internal and external.  Public accountability reporting is intended to explain an organization’s results at an overall level to an external audience.  The report should focus on goals, objectives and performance measures relevant to an external audience, and describe what achieving intended results means to stakeholders and/or society at large.  This means not every activity of an organization will be captured in its external accountability reports.  The needs of internal audiences are significantly different than the needs of external audiences.  Internal audiences usually have a need for more detailed results information, with a focus on the function of internal processes and the achievement of internal milestones

	Are your key results (financial and non-financial) clear and readily apparent?
	3. Are key results (financial and non-financial) clear and readily apparent?
	Key financial and non-financial results should be clearly presented (i.e. related to goals and objectives) and readily apparent (e.g. concisely presented, not scattered within a larger document).

	Have you explained what’s critical to your organization in achieving these goals and objectives?
	4. Does the report explain what is critical to the organization in achieving its goals and objectives?
	The report will describe results (potentially point-in-time or over a longer period) that are critical to achieving its goals and objectives.

	Does the reader know that more detailed information (such as operating or divisional plans) is available and where it can be accessed?
	5. Does the report make appropriate reference to companion documents providing more detail (e.g. service plan, consultant’s reports, etc.) and where they can be accessed?
	If relevant and necessary to describe performance, sufficient information from companion documents should be included in the report.  References and/or links to other sources of information are not essential to fulfilling this principle.  (The report makes appropriate reference to companion documents providing more detail and where they can be accessed.)

	Are your over-riding goals, objectives and planned and actual results obscured by unnecessary detail or complexity?
	6. Are the organization’s goals, objectives and results obscured by unnecessary detail or complexity?
	The report should focus on a limited number of goals, objectives and performance measures, with an emphasis on providing a general understanding to readers outside the organization.  There is no “right” number of performance measures, or correct quantity of detail, so some reports will be longer than others.  However, an annual report that looks like a phone book is an instrument of obfuscation rather than accountability.  (It is clear from the context provided that all of the performance information presented, including the performance measures, helps tell a clear and concise performance story.)

	Conclusion
	
	

	Overall, have you presented a clear, concise and balanced picture of your performance?
	For each criterion, have the minimum expectations been met?
	


4.  Relate Results to Risk and Capacity

Good performance reporting should report results in the context of an organization’s risks and its capacity to deliver on its programs, products and services.

Risk is “the chance of something happening that will have an impact upon objectives.  It is measured in terms of consequences and likelihood.”
  Risk management is an integral facet of all business processes.

Capacity refers to the ability of an organization to achieve its intended results into the future.  Put another way, “a capable organization is one that can continue to do what it does currently, and is flexible enough to do what is required in the future”.
  In practical terms, capacity is the appropriate combination of authority, funding, people, and infrastructure (including assets, systems and processes) that will allow an organization to achieve its intended results over the long term.  This encompasses:

	· Leadership and Direction
	· Tangible Assets
	· Reputation

	· People
	· Resources
	


Capacity building is typically the response to an organization’s risk assessment.  Reporting would identify:

· significant risks and their tolerability;

· specific dimensions of capacity involved – risk treatment and monitoring;

· explain their importance to the organization’s mission, goals or results; and

· describe the steps being taken to adjust capacity and/or expectations; or

· where capacity is not a consideration, provide a representation to that effect

What is appropriate will depend on the public purpose to be served by the organization and the resources available to it.

	BCRP Self-Assessment Criteria
	Audit Questions
	Expectations

	Has there been a shift in your organization’s mandate, goals, strategies and/or program delivery?  If so, have you explained what the consequences have been or will likely be on your ability to deliver results in the future?
	1. Was there a shift in the organization’s mandate, goals, strategies and/or program delivery since the last report?  If so, does the report explain what the consequences have been or will likely be on the organization’s ability to deliver results in the future?
	The report should identify and describe significant shifts in mandate, goals, strategies and/or program delivery since the last report, including a description of the impacts of such changes.  (The report explains what the consequences have been, or will likely be, on the organization’s ability to deliver results in the future.)

In assurance engagements, it is expected that these descriptions would be consistent with information collected as part of our KoB work (e.g. review of key legislation, press clippings, etc).

	In what respect were your results affected by your:

· risk management?  

· current capacity?

· the capacity of others (such as partners or the private sector)?
	2. Does the report explain how results were affected by risk management and capacity?
	Where relevant, the report explains how risk management and capacity affected results.  Such explanations should include partners identified under Principle 1.

Discussions meeting this principle might include a wide range or issues, depending on what is important to the organization.  Look for issues such as staff turnover in key positions, succession planning, physical space or security, disaster recovery, financial resources, governance and IT systems development and maintenance.

In assurance engagements, samples of reported capacity should be traced to supporting documentation.

	Have you identified the critical areas where you will need to build your capacity in order to succeed over the long term?
	3. Does the report identify critical areas where the organization needs to build capacity in order to succeed in the long term?
	This criterion has not been considered critical to meeting the overall spirit and intent of the principle.  (The report identifies critical areas, such as those in question 2, where the organization needs to build capacity in order to succeed in the long term.)

	Does your organization have the necessary funds, infrastructure and people in place to meet your objectives?
	4. Does the report state whether or not the organization has the necessary funds, infrastructure and people in place to meet its objectives?
	This criterion has not been considered critical to meeting the overall sprit and intent of the principle.  (The report should make a clear statement as to whether or not it has the necessary funds, infrastructure and people in place to meet its objectives.)

	Does your plan concisely explain the major risks confronting your organization – in the short term and over the long term?
	5. Does the report identify the key risks faced by the organization in the short and long term?
	The report should identify key short and long-term risks faced by the organization.  Some organizations choose to discuss risk and capacity  by providing an overall summary in a stand-alone section.  Others integrate a discussion of risks and capacity with their strategies, key performance results and/or financial discussion and analysis.

In an assurance engagement, you should compare this disclose with the organization’s risk management plans to ensure significant risks are appropriately addressed.

	Have you briefly described what is acceptable to your organization in terms of its tolerance for risk? 
	6. Does the report briefly describe the organization’s tolerance for risk?
	This criterion has not been considered critical to meeting the overall sprit and intent of the principle.  (The report should describe the organization’s overall risk tolerance..)

	Have you summarized your strategies for prioritizing and dealing with the risks you face?
	7. Does the report summarize the organization’s strategies for prioritizing and dealing with risks?
	The report should summarize the organization’s approach to prioritizing risk, and the strategies employed to deal with the key risks identified in question 5 above.

	Have you briefly explained how your key risks have influenced the choices you made about your goals, objectives and strategies for delivering your programs and services?
	8. Does the report briefly explain how key risks influenced choices concerning goals, objectives and strategies for delivering programs and services?
	This criterion has not been considered critical to meeting the overall sprit and intent of the principle.  (The report should briefly explain how key risks influenced choices concerning goals, objectives and strategies for delivering programs and services.)

	Did you summarize the impact of your strategies and actions in managing risks or capitalizing on your opportunities?
	9. Does the report summarize the impact of the organization’s strategies and actions in managing risks and capitalizing on opportunities?
	The report should summarize the impact of the organization’s strategies and actions in managing risks and capitalizing on opportunities.   As noted in relation to question 5 above, this can be done with an integrated or a stand-alone approach.

	Conclusion
	
	

	Overall, do you report whether your organization has sufficient capacity to meet its objectives in the future and manage its risks?
	For each criterion, have the minimum expectations been met?
	


5.  Link Resources, Strategies and Results

Public performance reporting should link financial and performance information to show how resources and strategies influence results.  Related to this is how efficiently the organization achieves its results.

This principle is directed at understanding the link between financial and human resources and the organization’s performance.  It views funding as a means to an end – more specifically, an organization’s ability to deliver on its plan – but also recognizes funding as a critical element in an organization’s ability to manage its risks and continue operations.   Thus linking financial and operational goals, objectives and results is important to any public sector organization.

	BCRP Self-Assessment Criteria
	Audit Questions
	Expectations

	Is the nature of your funding clear? Have you explained what key activities  account for your major funding?
	1. Does the report make clear the nature of funding and explain key revenue generating activities?
	The report should make clear the nature and sources of funding (e.g. fees, grants, appropriations, etc), and explains significant revenue generating activities.

	Can the reader make meaningful judgements about your funding decisions?  Have you explained your planned and actual costs in terms of your:

· core business areas (for example, by program, products or services); 

· key goals, objectives and strategies; and

· results achieved?
	2. Does the report explain planned and actual cost in terms of:

· core business areas (for example, by program, products or services); 

· key goals, objectives and strategies; and

· results achieved?
	The report should explain planned and actual costs in terms of:

· core business areas (for example, by program, products or services); 

· key goals, objectives and strategies; OR (and)

· results achieved?

The use of “OR” instead of “AND” is based on both short and long-term considerations.  In the short term this approach acknowledges that organizations may not have the ability to link resources and results by business area, goals and results.  In the long term, organizations engage in performance budgeting in different ways and to different degrees.  A flexible approach gives organizations leeway to determine the best means of explaining linkages between resource utilization and results achievement, dependent on the nature of their business.

	Does the reader understand how your current funding compares to past and forecasted funding?
	3. Does the report compare current funding to past and forecast funding?
	The report should compare current funding with past and forecast funding.

	Have you explained the key service planning and delivery assumptions that drive your financial plan?
	4. Does the report explain key service planning and delivery assumptions that drive the organization’s financial plan?
	The report should explain the organization’s financial performance in the context of key strategic, legal and/or business environment issues.

(Note: this criterion has not previously been assessed although is appears central to the spirit and intent of the principle.  It is expected that organizations with an adequate MD&A will already be cover this point easily.)

	Have you provided the reader with trend information about your planned and actual expenditures?
	5. Does the report provide key financial trend information?
	The report should provide key financial trend information, such as for expenditures.  (The report should provide trend information for planned and actual expenditures.)

	Where there are variances, have you explained what happened and why, and what adjustments the organization will be making?
	6. Does the report explain key financial variances and what adjustments the organization will be making?
	The report should explain key financial variances – what happened and why.  (Explanations of key financial variances are supplemented with explanations of the adjustments the organization will be making in the future.)

	Are your resources (inputs such as dollars and FTEs) linked to your volume/units of services (outputs) in a way that will help the reader to understand the efficiency and economy of your operations?
	7. Does the report link resources to volume/units of service in a way that demonstrates the efficiency and economy of the organization’s operations?
	The report should identify at least one critical measure of efficiency.

A measure of efficiency links inputs (e.g. $’s, staff time) to some measure of related service or output (e.g. volumes/units of service).  This information can be integrated into discussions of financial or operational performance, or can be presented in stand-alone performance measures.  Critical means that measures should relate to fundamental aspects of the business as identified in Principle 1, as opposed to peripheral activities.

	Are your decisions surrounding  the organization’s strategies explained within the context of available funding?
	8. Does the report explain the organization’s decisions regarding strategies within the context of available funding?
	This criterion has not been considered critical to meeting the overall sprit and intent of the principle.  (The report should describe the organization’s strategic choices in the context of available funding.)

	Is it clear how the level of funding or any changes affected the results you were seeking?
	9. Does the report make clear how any changes in funding affected the results sought by the organization?
	Changes in funding that affected the achievement of planned performance targets are explained.

	Have you included information about major capital plans?
	10. Does the report include information about major capital plans?
	This criterion has not been considered critical to meeting the overall sprit and intent of the principle.  (Major capital project plans are required under a different section of the BTAA.)  (The report should provide information about major capital projects in excess of $50 million.)

	Have you provided basic financial information (such as financial statements, in the case of Crown corporations)?  Are they supported by management’s discussion and analysis?
	11. Does the report contain basic financial information, and it is supported by a discussion and analysis from management?
	The reports of Crown corporations should contain audited financial statements.  Ministry reports should provide details as to expenditures.  In all cases, financial reporting should be supplemented with management’s discussion and analysis.

	Conclusion
	
	

	Overall, is it clear how your funding has influenced your:

· goals, objectives and strategies; and

· actual results?
	For each criterion, have the minimum expectations been met?
	


6.  Provide Comparative Information

Public performance reporting should provide comparative information about past and expected future performance and about the performance of similar organizations when it would significantly enhance a reader’s ability to use the information being reported.

Comparability refers to the ability to compare information about an organization’s performance with:

· relevant baseline information drawn from previous periods and/or

· internal/external benchmarks drawn from other organizations, statutory regulation and/or non-statutory norms.  

Comparative information puts the organization’s performance in context, allowing a reader to judge:

· whether an organization’s performance is improving, deteriorating or remaining unchanged; and 

· whether targets are ambitious, mediocre or attainable.

To allow for comparisons, there must be consistency in the way information is measured and presented.  This includes consistency in the organization’s form and content of reporting over time.  It should also allow for comparisons with similar organizations.

	BCRP Self-Assessment Criteria
	Audit Questions
	Expectations

	Are there clear comparisons in form and content between your:

· plan and your report?  

· plans and previous results?
	1. Is there a clear comparison in the form and content of the service plan and annual report?
	There should be sufficient consistency in the format and structure of the plan and report to readily understand the connection between them.  Results should be reported in relation to the goals, objectives and performance measures outlined in the plan.  Where goals, objectives, performance measures or targets are not reported as planned, there should be full explanations as to why.

	Have you provided sufficient information for the reader to judge your performance relative to:

· your past performance?

· the performance of others in your sector or industry?

· sector or industry standards, benchmarks or best practices?
	2. Does the report contain sufficient information to judge the organization’s performance relative to:

· past performance

· the performance of other organizations in the same sector or industry

· sector or industry standards, benchmarks or best practices?
	For most performance measures, the report contains sufficient information to judge the organization’s current performance relative to past performance.

Where available and relevant, the report compares performance to other organizations in the same sector or industry, and/or benchmarks, industry standards or best practices.  Given the limited amount of substantive performance reporting by most governments, there will likely be few organizations to compare performance against.  However, there are associations related to some industries that do set key performance metrics.

For assurance engagements, trend data should be compared to previous reports, and comparative data should be traced to supporting documentation.  The performance reports of similar organizations should also be reviewed to determine the existence of relevant comparators that have not been reported.

	Have you explained any year-over-year data inconsistencies that impact the reader’s understanding of the organization’s performance?
	3. Does the report explain any year-over-year data inconsistencies?
	The report should explain any year-over-year data inconsistencies that could impact a reader’s understanding of trends or other comparisons.

	Have you included multi-year trend data, for your funding, outputs and outcomes, including to the extent possible, forecasting information?
	4. Does the report contain multi-year trend data for funding and performance measures, and are these trends related to expectations for future performance?
	The report should contain trend data for funding and performance measures.  Future performance targets may be presented but these may appear to be simply a restatement of the service plan rather than a reflection of what has been learned from examining trends.  (By relating trends to expectations for future performance the report demonstrates that the organization is making use of historical data to inform future plans.)

The report should contain sufficient information to allow you to understand whether performance trends are improving, deteriorating or remaining unchanged and judge whether performance targets are ambitious, attainable or mediocre.

	Have you provided relevant economic, social or demographic information to put results into context?
	5. Does the report contain relevant economic, social or demographic information to put results into context?
	The report should contain a business environment scan (e.g. PEST, PESTE), or integrate key factors in the operating environment into the discussion of discussion of results.

	Conclusion
	
	

	Overall, does the reader understand:

· whether your performance is improving, deteriorating or remaining static, and why?

· what your expectations are for the future?
	For each criterion, have the minimum expectations been met?
	


7.  Present Credible Information, Fairly Interpreted

Public performance reporting should be credible – that is, based on quantitative and qualitative information that is fairly interpreted and presented, based on the best judgement of those reporting. 

The information presented should strike a balance among the following attributes:
Consistency – means measuring and presenting information consistently from one period to the next, and clearly explaining any breaks in the consistency of reported information.

Fairness – means the information is honestly reported and is neutral or free from bias, with checks and balances against subjectivity.

Relevance – means that information relates to the organization’s objectives and the extent to which results are achieved.  Results should deal with effectiveness, efficiency and costs.
Reliable – means the information is, in all significant respects, complete or free from significant omissions.  Reliable also means the information is reasonably accurate or free from material error.  “Reasonably accurate” refers to the cost-benefit of producing reliable information.

Verifiable - means the information can be reproduced or traced and independently verified.

Understandable – means the reporting avoids jargon and vagueness, and is succinct.  The information is presented in a format and using language that helps the reader appreciate its significance.

Timely – means received in sufficient time to inform decision making.  Timeliness for management means information is available for management decision making on a routine basis.  Timeliness for legislators and the public means meeting legislated public reporting timeframe commitments that are designed to inform future policy decisions.

	BCRP Self-Assessment Criteria
	Audit Questions
	Expectations

	Have you been complete in your reporting, covering all key aspects of performance?
	1.Does the report cover all key aspects of performance?
	The report should describe all of the organization’s major program areas or lines of business.  However for some ministries, especially those with multiple and diverse responsibilities, it is necessary to focus on a few critical areas rather than report on the performance of each program area (consider assessments under Principle 3, Question 6).

	Are your performance measures relevant?  Are they measuring what they purport to measure?
	2. Are the performance measures relevant and do they measure what they purport to measure?
	Conclusions regarding the relevance of performance information are subjectively persuasive, rather than numerically absolute.  Relevance is a function of three factors.

· Are the performance measures used by the organization to manage performance?  (This is suggested where there is a plausible linkage between what the organization wants to achieve and what it measures, but can be determined only in assurance engagements.)

· Are the performance measures oriented towards an external audience?

· Are the measures consistent with industry standards?  (To date, there are few opportunities for comparison for many organizations.)

For more information, see the OAG discussion paper “Providing ‘Fairly Presents’ Assurance for Performance Reports: A Methodology Discussion Paper Focused on the Relevance Assertion, November 2005”.

Measures should deal with effectiveness, efficiency and costs (refer to assessment under Principle 5, Question 7).

	Are you consistent in your reporting of performance measures from one year to the next?  If not, have you explained why not?
	3. Does the report disclose changes in the way performance is measured compared to the prior year?
	The report should identify where performance measures have changed from the previous year.  This assessment should be made along with Principle 8, Question 2.

There are many good reasons for changes in the way performance is measured.  A measure may be replaced by a better one, or a program may be discontinued.  However, in our assurance engagements we are associated with management’s explanations, so we should approach changes in performance measurement with professional scepticism.  Auditors should be alert to changes in performance measurement resulting from management’s dissatisfaction with previous results.

	Are your measures generally accepted as reasonable measures?  Are they widely used within your sector or industry?
	4. Are the performance measures generally accepted or widely used?
	BC is at the forefront of public performance reporting, so for most organizations there is little publicly available information against which to compare.  Consequently, this criterion has not been considered critical to meeting the overall sprit and intent of the principle.

	Is the data you report accurate?
	5. Is the data accurate?
	Accuracy can only be determined through the detailed audit procedures of an assurance engagement, or where a report contains an independent audit opinion.

	Has the source of the data been identified?
	6. Does the report identify data sources?
	This criterion is assessed under Principle 8, Question 6, and verified during assurance engagements.

	Can the information be traced to a reliable source?
	7. Can data be traced to a reliable source?
	Verifiability can only be determined through the detailed audit procedures of an assurance engagement.  Note, this question relates not only to the performance results reported, but also to the other disclosures contained in an annual report.

	Is the content of your plan and report written in a precise and readily understandable manner?
	8. Is the report readily understandable?
	The report should be easy to read, with narratives supplemented by charts, graphs or tables were useful.  The report should be succinct (see assessment under Principle 3, Question 6) and draw readers’ attention to key results.  Technical language and jargon should be avoided where possible, and explained when necessary.

	Have you reported both successes and shortcomings in a neutral manner?
	9. Does the organization report both successes and shortcomings in a neutral manner?
	All reports contain some element of editorial bias.  It is a difficult concept to quantify, you should look to see if there is a comparable tone between the reporting of where targets have been met and where they have not.  While shortcomings should be explained (preferably with a plan of action for the future), they should not be downplayed or hidden.  And while it reasonable to acknowledge and take pride in successes, they should be presented without hyperbole and drama.

	Can the information be replicated or reconstructed, if necessary, from supporting documentation?
	10. Is the report verifiable?
	Verifiability can only be determined through the detailed audit procedures of an assurance engagement.  Note, this question relates not only to the performance results reported, but also to the other disclosures contained in an annual report.

	Are the conclusions you state in your report fair and sound?
	11. Are management’s conclusions fair and sound?
	The interpretation of results should be supported by comparisons between planned and actual results, the analysis of trends, and comparisons to other organizations or industry benchmarks.

	Conclusion
	
	

	Overall, is the information you report credible (i.e. has integrity) and does it enable the user to readily assess performance?
	For each criterion, have the minimum expectations been met?
	


8.  Disclose the Basis for Key Reporting Judgements

Public performance reporting should disclose the basis on which information has been prepared and the limitations that should apply to its use.

In particular, public performance reports should explain:

· the basis for selecting the few, critical aspects of performance on which to focus;

· changes in the way performance is measured or presented compared to previous year(s); 

· the rationale for choosing the performance measures (recognizing, for example, that meaningful quantitative measures may not be easy to identify for some programs)

· the means of providing assurance on the veracity and completeness of information presented; this may mean external validation, such as through studies done on a national basis comparing provinces or through independent assurance,  and
· the basis on which those responsible for the report hold confidence in the reliability of the information being reported.

	BCRP Self-Assessment Criteria
	Audit Questions
	Expectations

	Will the reader understand the basis on which the few, critical things that matter have been determined?
	1. Does the report disclose the basis on which the information has been presented?
	The report should disclose that the information has been presented in accordance with the BC Reporting Principles.

	Where changes have occurred in your goals, objectives, or performance measures, have you made this clear to the reader?  Have you explained why these changes were made?
	2. If the goals, objectives or performance measures have changed from the prior year, have the changes been identified and the rationale for them explained?
	This question focuses on the disclosure of significant shifts that have occurred, resulting in a different strategic emphasis or a fundamental change in direction.  These shifts do occur from time to time, and it is important to clearly identify their impact.  Where there have been changes to goals, objectives or performance measures since the prior year, the report should explain why they were made.  This assessment should be made along with Principle 7, Question 3. (Changes between the plan and report are assessed under Principle 6, Question 1.)

Since we are associated with management’s representations in our assurance engagements, auditors need to be approach this issue with professional scepticism.  There will be shifts within organizations year-to-year, or from administration to administration in the election cycle.  However, in the context of measuring the performance of core service delivery to the public, strategic shifts do not automatically result in wholesale changes the way performance is measured.  The fundamental services that are delivered to the public usually change very little (think schools, hospitals, roads).  The impact of strategic shifts is best proven through sustained tracking of meaningful performance measures, rather than by a whole new set of performance measures.



	On what basis are you confident that the data you report is relevant and reliable?
	3. Does the report describe why management is confident that reported data is relevant and reliable?
	The relevance and reliability of performance information is assessed under Principle 7, Questions 2, 5 & 7.  However the report should disclose management’s responsibility for its preparation.

	On what basis are you confident that your interpretation of the data is reasonable?
	4. Does the report describe why management is confident in the reasonability of its interpretation of results?
	Presentation bias is assessed under Principle 7, Question 9.  However, the report should disclose that the interpretation of results represents the best judgement of management.

	Have you explained the rationale for choosing the performance measures and targets you have?
	5. Does the report make clear the rationale for choosing the performance measures and targets contained in the report?
	This question needs to be considered in the context of your assessment under Principle 3, Question 6.  The report should explain why certain performance measures have been chosen, and also what achieving the targeted level of performance should mean to readers.  Achieving targeted performance levels is not particularly meaningful without an understanding of whether the target was easy, routine or a stretch.

	Have you identified the source and reporting date of your data, and any limitations in its use?
	6. Does the report identify data sources, the dates covered by the data, and any data limitations?
	The report should include concise explanations of how measures are derived.  Data acquired from third parties should be identified.

The report should disclose the period covered (e.g. for the year ended March 31, 2006), and note where specific data covers a different period.  E.g. where there is a time lag in the availability of date from outside sources.

Where there is significant uncertainty associated with the measurement of certain data (e.g. the degree of precision of surveys, use of estimates) this should be disclosed.

	Where your information is incomplete, have you:

· provided baseline data instead; or

· indicated when the information will be available?
	7. If the information is incomplete (e.g. a performance measures has been identified but no result reported), does the report provide baseline data or indicate when information will be available.
	Where information is incomplete the report should provide either baseline data or indicate when information will be available.  (Baseline data refers to pre-existing data e.g. pre-existing literacy rates vs. literacy rates measured on an ongoing basis).

	Has the information been corroborated to other sources to ensure its validity?
	8. Has information been corroborated to other sources to ensure its validity?
	Since corroboration with other sources is usually associated with external verification procedures, this criterion has not been considered critical to meeting the overall spirit and intent of the principle.

	Has the information been verified by independent parties?
	9. Has the information been verified by independent parties?
	Since there is no requirement for independent audit of performance reports, this criterion has not been considered critical to meeting the overall sprit and intent of the principle.

	Conclusion
	
	

	Overall, will the reader:

· understand the choices you’ve made in reporting? and

· have confidence in what you report?
	For each criterion, have the minimum expectations been met?
	


� Risk Management Standard AS/NZS 4360:1999


� Measuring Human Resource Capability, Occasional Paper #13, State Services Commission, Wellington, New Zealand, August 1999, p. 8.
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