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Executive summary
Financial reporting is a way for the public and Parliament to scrutinise the
governments use of public money, and hold departments accountable for the
financial decisions they make.
Government financial reporting has been developing for many years, responding to
the needs of users and the possibilities offered by new communication technology.
In 2014, in consultation with Parliament, the National Audit Office and
departments, the Treasury undertook the ‘Simplifying and streamlining’ review to
make financial reporting more targeted to the needs of users.
The Public Administration and Constitutional Affairs Committee (PACAC) published
the ‘Accounting for democracy’ reports in 2017 and 2018, following an inquiry into
government financial reporting that included a major user engagement exercise.
These reports proposed four purposes for government financial reporting, and made
a series of detailed recommendations to make reports more usable and
understandable.
The Treasury has reviewed government financial reporting for progress since
‘Simplifying and streamlining’, and to respond to the recommendations in
‘Accounting for democracy’. This report shares the results of that review, with
detailed responses to the ‘Accounting for democracy’ recommendations given in
Annex A.
The Treasury consulted with a wide number of stakeholders in government financial
reporting, including both users and preparers of accounts. It drew insights from
users and preparers of reports through an Advisory Board and a separate
Departmental Sub-Group, and more informal feedback through meetings with
individual stakeholders.
In this report:
• Chapter 1 puts the review into context, explaining why government
financial reporting is so important and giving some details on scope and
user engagement. Chapter 2 summarises key developments that have
occurred in financial reporting in the UK, and gives a high level update on
what the Treasury intends to do next.
• Chapter 3 discusses the purposes and principles of government financial
reporting, including how preparers can best apply the four purposes of
reporting set out in ‘Accounting for democracy’, and what they should
consider when deciding what to include in a report.
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• Chapter 4 gives, for the first time, a map of the government financial
reporting landscape. This overview of the different financial reporting with
government, shows the context for the annual reports and accounts, and
single departmental plans, and an example of tracking information from
one report to the next across the landscape.
• Chapter 5 sets out what is done to build trust in reporting, to give users a
better insight into the work that takes place behind the scenes to make
government financial and performance reports trustworthy.
• Chapters 6 and 7 give a detailed review of best practice and areas for
improvement in government financial reporting. Chapter 6 looks back to
changes made since ‘Simplifying and streamlining’, while Chapter 7 builds
on this by bringing in the ‘Accounting for democracy’ perspective and
other feedback from report users.
• Chapter 8 brings together the actions and recommendations from
chapters 2-7 to give a complete summary of the next steps for the
Treasury.
The Treasury carried out this review guided by the principles behind the success of
‘Simplifying and streamlining’ and drawn from the user engagement of ‘Accounting
for democracy’. The goal is government reporting that is simple, easy to read, and
reflects the unique story of each department. Reports should meet the needs of their
primary users, including: the House of Commons controlling government spending;
the public assessing value for money; and managers inside departments (Ministers
and civil servants) needing information to run those departments effectively.
Underpinning all these needs is the duty of government documents to provide an
accurate record of activity and decision-making.
Actions to enhance reporting against these principles have been found throughout
the review. The Treasury will:
• carry out a zero-based review of the guidance for departments producing
annual reports and accounts, the Financial Reporting Manual, which will
be overseen by the independent Financial Reporting Advisory Board
• establish a bank of best practice examples to support departments
improving their reports which will be accessible to preparers of annual
reports and accounts, and will be updated on a regular basis
• engage with departments to share the findings of the review and support
continuous improvement
• publish the map of the financial reporting landscape online and look for
other ways to help users navigate financial reports
• monitor the financial reporting landscape and update the map of the
financial reporting landscape so it remains relevant
• carry out regular thematic reviews on specific issues in financial and
performance reporting
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• establish a group of external users of annual reports and accounts to
meet twice a year and share feedback to help those preparing
government financial reports better meet their needs
Detailed actions are listed at the end of each chapter and collected into Annex C.
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Chapter 1
Introduction
1.1

The government is responsible for deciding how the country is run, for
setting and implementing policies, for delivering projects and programmes
and managing services day to day. It sets taxes, decides how best to deliver
public services and chooses what to spend public money on. The
government is made up of a diverse range of organisations and agencies,
and they undertake a large variety of policies, programmes and projects.

1.2

Controlling public spending is central to running the country. In a healthy
democracy, the power to spend money comes with a responsibility to be
open to scrutiny about how that power is used.

1.3

Parliament, on behalf of the public, holds the government to account both
for its performance and for how it spends money. Members of the public
may also scrutinise public expenditure directly, and have an interest in
understanding how effectively Parliament is holding the government to
account.

1.4

The UK is a world leader in government financial reporting. Over the past
thirty years the Treasury has worked steadily to improve one aspect of
reporting after another, bringing better accountability and transparency.
However, there is still scope for improvement.

1.5

There are also many forms of reporting available, each with their own
purposes and audiences. Over time, the needs of report users change, and
new communication technology gives rise to new opportunities and
challenges.

1.6

This review is a chance to improve government financial and performance
reporting now. It is also a chance for the Treasury to embed ongoing
improvement into the routine of government, so that the UK can continue to
lead the world in financial openness, transparency, and trust.

The benefits of good financial reporting
1.7

Financial reporting is how public entities account for how they have used
public money. It enables Parliament to check and challenge the work of the
government, and to scrutinise how effectively and efficiently it delivers
against its aims.

1.8

Financial reporting helps its users make informed decisions. It reveals what
has been done and, when linked to performance reporting, it helps those
outside government see the impact of internal decisions and policies. Good
financial reporting makes government spending transparent to the public
and to external organisations. The discipline of preparing high quality
5

external reports also means that better data is available for internal decisionmaking. It can therefore help to improve both the performance of, and trust
in, the government.
1.9

Sharing the right financial and performance information is important, and so
is the nature of the reports themselves. Reporting against a clear set of
standards and principles in a timely way gives the public confidence, and an
accessible publication allows the data to be more widely used.
Misunderstanding and mistrust can result when information is not clearly
presented or transparent. Parliament and the public need to feel assured
that the government is achieving value for the money it spends.

1.10

Financial reports must meet the needs of a range of users in a changing
environment. It is therefore important that the government monitors and
regularly reviews the reports that it produces, their content, the form they
take, and keeps abreast of the changing needs of users. The Treasury and
the Cabinet Office are responsible for the guidance used by departments to
plan and report their spending and performance.

Context for the review
1.11

A brief history of key developments in government financial reporting is
given in the second chapter of this report. It gives the background up to the
last comprehensive review of financial reporting, ‘Simplifying and
streamlining’ in 2014. This focused on improving annual reports and
accounts by enhancing their structure and refining the information they
contain. These changes were first implemented in the financial year 201516, and departments have now had three years to fully adapt to the new
format.

1.12

The Public Administration and Constitutional Affairs Committee (PACAC)
published the ‘Accounting for Democracy’ reports in 2017 and 2018
following an inquiry into government financial reporting involving a major
user engagement exercise. These reports proposed four purposes for
government financial reporting, and made a series of detailed
recommendations to make reports more usable and understandable.

1.13

The Treasury is closely monitoring changes in financial reporting in the
private sector, where the move to online reporting, the development of risk
reporting, and the challenge of integrating other information into financial
reports have all led to useful developments.

1.14

The questions raised by the PACAC reports make it clear that the
government could do more to help users to find what they are looking for
across the breadth of financial and performance information reported in the
public sector. Developments in the private sector raise questions for what
could be done better in public sector reports. Departments have had time to
develop best practice using the new report structure introduced by
‘Simplifying and streamlining’. It is time to take another look at financial and
performance reporting across government.
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Scope of this review
1.15

The Treasury led the Government financial reporting review, in close
cooperation with the Cabinet Office. An Advisory Board supported this work
with insight and advice and from a wide range of user perspectives.

1.16

Membership of the Advisory Board included senior representatives from
government departments, the House of Commons Scrutiny Unit, the
Financial Reporting Advisory Board, and from two external organisations
identified by PACAC as independent representatives of public users of
government reporting - the Institute for Government, and Full Fact. The
National Audit Office were also an observer on the Board.

1.17

An internal Steering Group was created to provide oversight, consisting of
senior Treasury and Cabinet Office representatives, and a senior member of
the cross-Whitehall Finance Leadership Group. A separate Departmental SubGroup also met to provide insights from the perspective of those preparing
government financial reports.

1.18

The Treasury also conducted a workshop on the issues identified during the
Review at the Government Finance Function Conference in January 2019,
and liaised with the Finance Function throughout the course of the Review.

1.19

Over the course of the review, the Treasury reached out to a range of
financial reporting experts from both the private and the public sector, as
well as other interested stakeholders. These discussions brought in further
perspectives on new developments in reporting.

1.20

The key findings of this outreach and engagement work is contained within
this report, which:
• outlines the improvements made in government financial reporting since
the late 1990s
• discusses the principles and purposes of financial reporting
• sets out a map of the government financial reporting landscape, to help
users understand the breadth of government reporting and how it fits
together
• explores the ways in which Parliament and the public can gain confidence
in financial and performance reporting
• evaluates the government’s progress since ‘Simplifying and streamlining’
and identifies best practice examples from departmental accounts
• highlights current best practice as well as ways that reporting could be
enhanced
• concludes by setting out recommendations for making further
improvements to government reporting, and setting out the planned next
steps

1.21

The government response to PACAC forms Annex A to this report.
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Chapter 2
Key developments in government
financial reporting
2.1

This chapter outlines key developments in government financial reporting
that form the background to the current review.

Resource accounting and budgeting
2.2

There has been a continuous drive to improve government financial
reporting in the UK since the implementation of resource accounting and
budgeting in the late 1990s. Resource accounting and budgeting introduced
accruals accounting and budgeting concepts where transactions are
recognised and recorded when they occur, rather than when there is a cash
payment. This transparent and consistent way of reporting financial
information is best practice in the public and private sectors throughout the
world.

International Financial Reporting Standards
2.3

In 2009-10, the government started to apply International Financial
Reporting Standards (IFRS) as interpreted and adapted for the public sector,
for the first time. IFRS are a set of independent accounting standards stating
how particular types of transactions and other events should be reported,
and widely used by the private sector. The Conceptual Framework for
Financial Reporting describes the basic concepts that underlie the
preparation and presentation of financial statements for external users. The
move to IFRS greatly improved government financial reporting, making it
more consistent, credible and understandable.

Whole of Government Accounts
2.4

The first Whole of Government Accounts were published in 2011,
consolidating financial information from across the public sector into a
single report. Over 7,000 entities from across the public sector are now
consolidated and the Whole of Government Accounts are published each
year. The UK is among the most advanced countries in this regard and the
Whole of Government Accounts are a uniquely comprehensive product as
they are the only set of consolidated public sector accounts that include
central government, local government and government owned corporations.

Clear Line of Sight
2.5

Other aspects of the reporting system in government were substantially
overhauled by the Clear Line of Sight project (2010), a major alignment
8

exercise for budgets, Estimates, and accounts. Previously, there was
significant misalignment between the different bases on which financial
information was presented to Parliament. This led to a lack of understanding
and trust in the information presented. From the financial year 2011-12, a
simpler and more transparent system, with a single set of numbers, was
implemented.

Simplifying and streamlining
2.6

With budgets, Estimates, and accounts in better alignment, the government
focused its attention on the annual report and accounts. The Treasury carried
out a review of the impact of accruals accounting and asked how these
documents could better meet the needs of users. It found that reporting was
difficult to navigate and often lacking a coherent narrative message.
Mandatory requirements for a mass of detail were obscuring the big picture
and limiting the usefulness of annual reports.

2.7

In 2014, the Treasury published Simplifying and streamlining statutory
annual report and accounts, proposing a move to a more streamlined and
integrated format and then held a public consultation on the suggested
changes. Parliament, the National Audit Office, and government
departments all supported the proposed improvements. The new annual
reports and accounts format were first published in the financial year
2015-16.

The government financial reporting review
2.8

In the response to the first ‘Accounting for democracy’ report by PACAC, the
government committed to doing a review of government financial reporting.
The Treasury launched the government financial reporting review in summer
2018, with 3 overall aims:
1 To clearly state the purposes of government financial reporting,
2 To review and better explain the current practices for government
financial reporting, and
3 To take steps to improve government financial reporting.

2.9

This report presents the findings of the review. It combines statements of
principle, best practice examples to support departments looking to improve
their reporting, and actions for the Treasury.

Future improvements
2.10

The Treasury agrees with PACAC that financial reporting is never perfected
and must be continuously improved. This chapter sets out a history of major
projects to roll out large-scale improvements. However, this approach is slow
and not always responsive to the needs of users. In future, the Treasury
intends to carry out more frequent review and engagement exercises.

2.11

The Treasury will begin a programme of regular thematic reviews, like the
thematic reviews of private sector financial reporting carried out by the
Financial Reporting Council. These short reviews will target specific areas of
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concern, sharing best practice and finding opportunities to update and
improve guidance.
2.12

To target the thematic reviews effectively, the Treasury intends to engage
better with users of government financial reports through an advisory body.
This group will meet twice a year to bring together representatives of both
preparers and users of government financial reports.

2.13

The ways in which information are shared and used are constantly
developing, in line with technical advancements and the changing
expectations of users. Annual reports and accounts published by
departments must also develop to keep in line with technological advances.
Opportunities for improved financial reporting highlighted by this review will
feed into government planning for digital transformation. The Treasury will
ensure that the needs of the external users of government financial reports
are considered as data systems are developed.

Table 2.A: Chapter 2 actions and recommendations
Paragraph

Action

2.11

The Treasury will carry out regular thematic reviews focusing on different issues
in government financial reporting.

2.12

The Treasury will form a user engagement group, meeting twice a year and
bringing together preparers and users of government financial reports.

2.13

Opportunities for improved financial reporting highlighted by this review will
feed into government planning for digital transformation.

2.13

The Treasury will ensure that the needs of the external users of government
financial reports are considered as data systems are developed.
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Chapter 3
The purposes and principles of
government financial reporting
3.1

A mechanism for reporting the performance of government is integral to
allowing Parliament to hold the government accountable for its delivery of
vital public services and the decisions made on how to spend public money.
To be effective, that mechanism must ensure that government reports
against a clear set of standards and principles in a transparent and accessible
way.

3.2

This chapter discusses the purposes and principles of financial reporting and
the potential for conflicting user needs, establishing some principles to bear
in mind when considering additional reporting requirements.

Four purposes for reporting
3.3

In the ‘Accounting for democracy’ reports, PACAC set out four key purposes
for government financial reporting and recommended that the Treasury
adopt them as guidance:
• to maintain and ensure the House of Commons control of government
spending, enabling, in particular the House of Commons to hold the
Government accountable for its spending
• to enable the public and researchers (both in civil society and Parliament)
to understand and consider the value for money offered by public
spending, so that they can make decisions about the effectiveness,
efficiency and economy of particular policies or programmes
• to provide a credible and accurate record which can be relied upon

• to provide managers inside departments (including both Ministers and
civil servants) with the information they require to run the departments
and its agencies efficiently and effectively1
3.4

The Treasury agrees that these four statements capture the purpose of
government financial and performance reporting, and align with the broad
principles of financial reporting. They form the foundation of this report,
including the recommendations made throughout, and will be brought in to
Treasury guidance.

1 Accounting for democracy: making sure Parliament, the people and ministers know how and why public money is spent, PACAC
2017, p.5
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3.5

There is, however, potential for conflict between the four purposes when
applied to specific reports. Annual reports and accounts are laid before
Parliament and are published so that the public and many other users can
refer to them. A conflict could arise in balancing the different needs of users.
For example, where Parliament’s need for concise summarised information is
difficult to balance with another user’s preference for detailed transactional
data, or disclosures requested by another user might take too long to
prepare, so that the delay reduces the usefulness of the reports to
Parliament.

3.6

The International Financial Reporting Standards framework states that the
needs of the primary user of a report always takes precedent. Parliament is
the primary user of government financial reporting, which exists to ensure
that Parliament can hold the government to account. Where possible those
preparing reports should seek to meet all the user needs that they are aware
of, but if there is a conflict the needs of Parliament must come first.

3.7

In reporting financial information to Parliament, the audience is usually the
select committee responsible for each department. Departments are
recommended to engage early with select committees and seek feedback to
ensure that the information provided to them is right for their specific needs.

Value for money
3.8

There is a cost associated with collecting additional financial and
performance information, and then sharing it with users. This cost can take
several forms. For example, data collection requires the right IT systems, and
staff must be trained and invest time to capture the data. This should not be
a barrier for further reform, as new technology can make it easier to produce
better data, but must be objectively considered as part of any decision on
additional reporting requirements.

3.9

Another back office activity that supports reporting is preparing guidance
and frameworks for reporting. Without shared frameworks, information may
be published inconsistently, making it difficult for users to compare one
report to another. This can mean adapting an established framework, as the
Treasury adapts International Financial Reporting Standards for use in the UK
public sector. It can also mean developing guidance from scratch.

3.10

Even when a department has data systems in place and a reporting
framework to refer to, those preparing reports must take time to consider
how it can communicate clearly and meet the needs of users. It spends time
selecting statistics, putting the organisation’s story down in words, and
drawing up diagrams or infographics.

3.11

If the report is subject to external review this takes longer and involves an
additional cost for whoever is carrying out that review. To give an audit
opinion, the auditor must have a high degree of confidence about a wide
range of different pieces of information collected across time, supported by
independent evidence gathering and research.

3.12

Publishing reports online makes the process of sharing them with users far
easier than it once was. However, it also means that more users can and do
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access government financial reports, creating a pressure to say more to this
wider audience.
3.13

It is worth investing in good financial and performance reporting, but it is
also important for the government to achieve value for money. The Treasury,
and departments, should consider the costs for preparers and benefits for
users whenever they change reporting habits or requirements. In practice
this means prioritising between reports as well as prioritising between the
needs of the users of each report.

Balanced reporting
3.14

Government financial reports are an opportunity to recognise and celebrate
good performance, along with an honest appraisal of any areas of concern
or opportunities for improvement. However, there is a natural tendency to
dwell on achievements and overlook problems. This temptation is selfdefeating, as those reading an overly positive report are likely to react with
scepticism.

3.15

The government recognises the importance of balance in financial and
performance reporting. Accounting officers must confirm, for example, that
the annual reports and accounts that they are responsible for are ‘fair,
balanced, and understandable’. However, the challenge of keeping reports
balanced has proved to be a difficult one. Users often raise concerns about
bias or spin in government financial reporting.

3.16

There is no objective way of measuring whether a report is fair, balanced,
and understandable. Two useful questions for those preparing reports are:
• Is this report complete? That is, does it refer to all the aspects of
performance that interest decision-makers inside the organisation?
One way of making sure that a report covers every part of an
organisation’s activity is to align it to a list of objectives and make sure
that they are all included. For example, if a report discusses performance
against the targets set out in a department’s single departmental plan, it
should give an update against every target whether that target has been
achieved or not.
• Does this report put the information it shares into the right context?
Including a pop-out box with an impressive statistic does make a page
more interesting to look at, but without background trend data the
reader has no way of knowing how much that result means. For example,
an unusually bad year last year might make a return to normal look like a
significant improvement.

3.17

Because this is an area for subjective judgement, the Treasury does not plan
to introduce mandatory reporting requirements. Treasury guidance already
states that “the performance report must provide a fair, balanced and
understandable analysis of the entity’s performance”2. The principle of
balanced reporting will continue to be upheld in revised guidance, and
departments will be required to enhance their risk disclosures as discussed in

2 Government Financial Reporting Manual 2018-19, the Treasury, para 5.2.3, p.15
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Chapter 4. Chapters 6 and 7 of this report share some best practice
examples, and the Treasury will collect and share more over time to
encourage ongoing improvement.

Making the right disclosures
3.18

Government financial and performance reporting has expanded throughout
the improvement cycles of the last few decades. For example, the annual
report has grown from a brief narrative about an organisation’s activities
into a detailed accountability document with sections on sustainability,
governance, and performance.

3.19

Expanding reports can be a good thing, when more disclosures mean
greater transparency and help Parliament hold government to account.
However, adding too many disclosures might make reporting complex and
unwieldy. If Parliamentarians and other users of reports find them difficult to
navigate, or struggle to pick out the significant information from the flow of
data, then longer reports can be counterproductive.

3.20

Those preparing government financial and performance reports should
therefore avoid including any irrelevant information, while still meeting the
needs of users and taking value for money into account.

3.21

The purpose of keeping reports short is to communicate effectively, not to
avoid making useful disclosures. Preparers can make use of links to share
information published in other reports. Departments can also use
supplementary reporting in different formats to help make information
available without adding clutter to existing reports.

3.22

When considering whether to add new disclosures to the annual report and
accounts, preparers should consider the following questions:
• Should the information be published?
• Is the information required by statute?
• Is there a user need, and who is the user?
• Is the information accurate and reliable?
• Do the benefits of disclosure outweigh the costs and give value for
money?
• How should the information be published?
• Is this report the right place for it?
• Is this information already available elsewhere, or could it be?
• How will the new disclosure affect the overall balance of the report?

3.23

The Treasury will use these questions to inform future reporting guidance,
and will include them in the revised Financial Reporting Manual for those
preparing government financial reports to refer to.
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Next steps
3.24

Each department has its own aims and objectives, and a unique story to tell.
The reporting frameworks are flexible by design to give those preparing
reports the freedom to tell that story. This review of government financial
reporting has found many best practice examples, which are worked
through in detail in Chapter 6 and Chapter 7 of this report.

3.25

The Treasury will bring together the principles discussed in this chapter with
the detailed findings of the review in the zero-based review of the Financial
Reporting Manual. The revised guidance will include the four purposes for
financial reporting proposed by PACAC and the list of questions for
preparers to consider before disclosing new financial and performance
information.

3.26

The Treasury will support the implementation of best practice by building up
a bank of best practice examples and making these available to preparers of
financial reports across government.

Table 3.A: Chapter 3 actions and recommendations
Paragraph

Action

3.7

Departments are recommended to engage early with select committees and
seek feedback on whether financial and performance reports are meeting their
needs.

3.17

The Treasury will continue to uphold the principle of balanced reporting in
revised guidance, will enhance risk reporting, and will collect and share more
best practice examples over time to encourage ongoing improvement

3.23

The Treasury will use the disclosure checklist questions to inform future
reporting guidance, and will include them in the revised Financial Reporting
Manual for those preparing government financial reports to refer to.

3.24

The Treasury will ensure that the other principles in this chapter are reflected in
the revised Financial Reporting Manual, including the four purposes for
reporting set out by PACAC.

3.25

The Treasury will support the implementation of best practice by building up a
bank of best practice examples and making these available to preparers of
financial reports across government.
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Chapter 4
The government financial
reporting landscape
4.1

There is a wide variety of reporting of financial and related information in
central government. Published reports vary in terms of their purpose,
frequency and level of assurance, and whether or not they are laid in
Parliament. Some reporting is carried out by all government entities, other
reports combine information from across government bodies into single
reports, and other reporting is specific to an individual department or body.

4.2

Evidence gathered in the review suggests that there is a general lack of
awareness and understanding of the various reports published by central
government bodies. It is not always obvious what reports exist and how to
navigate them, and the government could do more to support those users
referring to the reporting already in the public domain. This has led to calls
from Parliament and other users for extra disclosures in annual report and
accounts when the information may already be reported elsewhere.

4.3

The Treasury is keen to continue the approach developed in ‘Simplifying and
streamlining’ and to avoid making annual reports and accounts too
repetitive or complicated, or duplicating published information. Evidence
from the review suggests that mapping out the financial reporting landscape
in one place would help preparers keep reports simple and help users make
more out of government financial reports.

The planning and performance framework
4.4

The government sets priorities, plans activity, allocates money and monitors
its progress and performance using a collective set of processes – the
government’s planning and performance framework.

4.5

The framework has developed and been improved over time to reflect the
government’s approach to accountability, respond to the needs of new
governments and Parliament (on behalf of the public) and support the
government’s aim for transparency. It also forms part of the government’s
approach to managing public money to ensure value for money in the short
and long-term.

4.6

The government’s planning and performance framework comprises several
processes:
• published single departmental plans set out a department’s objectives,
how it will use its resources to achieve them and how its performance
should be measured
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• Spending Reviews, the Budget and Supply Estimates determine and set
out publicly a department’s funding and how it plans to allocate its
budget
• annual reports and resource accounts present a department’s
performance in a financial year, what has been spent, and the outcomes it
has achieved as a result of its spending and activity
• Whole of Government Accounts and Public Expenditure Statistical Analysis
set out public spending as a whole, giving a comprehensive picture of
what the government receives, spends, owns and owes
4.7

An important aspect of each of the individual processes that are part of the
framework is the reporting. Each individual process results in reports being
published on gov.uk. These documents may relate to the planning of
expenditure on a long term, medium term or annual basis such as Spending
Reviews and Supply Estimates. There are also reports detailing the actual
spending, either in-year or at outturn, such as annual reports and accounts
and Public Expenditure Statistical Analysis. As well as Parliament, the
National Audit Office and the House of Commons Scrutiny Unit provide
independent scrutiny.

4.8

This chapter brings together the reports that form part of the government’s
planning and performance framework with other forms of central
government financial reporting. It provides further detail on each of the
main government reports, and sets out a visualisation of the landscape of
financial reporting in government in order to help support better user
engagement and understanding.

Where and how government financial information is
reported
4.9

4.10

The table in Annex B sets out the main forms of reporting, providing
information as per the following categories:
•

Who produces the report

•

What time period it covers

•

How often it is produced and when

•

Whether it relates to the planning of spending or reporting of actual
expenditure, or forms part of independent scrutiny

•

Whether it is laid in Parliament

•

Who the primary user is

•

Who is responsible for the guidance that governs the report

While the collection of reports set out in Annex B is extensive, it is not
exhaustive. Other forms of reporting exist in government, particularly
internally within government entities. There are also likely to be other ways
that the reports can be categorised. The Treasury will monitor the financial
reporting landscape to make sure that it remains relevant and accurate and
will continue to seek views from a wide variety of stakeholders and users.
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4.11

The main forms of government financial reporting, as outlined in Annex B,
are set out in the visualisation of the financial reporting landscape at Chart
4.A.

4.12

The rest of this chapter gives further details on each of the reports and how
they work together to make up the government financial reporting
landscape.

Chart 4.A: The government financial reporting landscape
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Reporting on the planning of government
expenditure
4.13

The government undertakes a wide range of extensive planning to determine
how to spend money. In the medium term this is centred around the
Spending Review cycle, where the overall financial envelope for the
government is determined and set in the form of departmental settlements.
Single departmental plans set out a departments’ objectives for the duration
of the Parliament.

4.14

Departmental settlements are translated into budgets through the annual
planning process. This starts with the Budget, where the government
considers what changes are needed to public spending to respond to
changes in the wider economic context. The Budget also includes forecasts
for the economy by the Office for Budget Responsibility (OBR).

4.15

Following the Budget, detailed spending limits for all government
organisations are then reported and approved as part of the Supply
Estimates process.

Medium term planning
Spending Reviews
4.16

The Treasury carries out Spending Reviews to determine how to spend public
money, usually over a multi-year period, in line with the government’s
priorities. The overall amount of spending available is informed by the wider
fiscal position.

4.17

The money the government spends is reviewed to ensure future funding
continues to be efficient and cost-effective. The Treasury then sets the
maximum amount each government department can spend in the years
specified under the Spending Review; these are known as departmental
settlements.

4.18

The Treasury uses information and evidence from government departments
and bodies, such as the Office for Budget Responsibility during the Spending
Review process.

4.19

Spending Reviews cover the whole of the UK including the devolved
administrations in areas where spending responsibility is devolved, such as
for education or health. The Barnett formula applies at Spending Reviews.
Fiscal events and allocations to each of the devolved administrations are
calculated by the Treasury on the basis of the settlements reached with UK
government departments as set out in the Statement of Funding Policy. The
devolved administrations also have their own revenue-raising powers. The
devolved administrations then prioritise this funding themselves across policy
areas for which they have responsibility.

4.20

Spending Reviews provide certainty to departments for several years and
encourage consideration of long-term value for money when making
spending decisions. Such decisions might include near-term spending on a
service such as day to day NHS spending or investing in decades-long
programmes such as High Speed Rail to prepare for the future needs of the
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country. Departments are responsible for organising, allocating and
managing their resources. The budgeting system is set up to make sure that
departments have good incentives to manage their business well, prioritise
across programmes, and deliver value for money.

Single departmental plans
4.21

Single departmental plans cover the whole of a Spending Review period and
are live documents which are updated throughout the period the Spending
Review covers. The government introduced single departmental plans in
2015 to improve the quality of planning across government. They set out a
department’s objectives for the duration of the Parliament, how it will use its
resources to achieve them, and how its performance can be measured.

4.22

Single departmental plans are revised annually, in line with departments’
own internal planning, to reflect new priorities or changes in responsibilities.
They are linked to the Spending Review and the Budget processes, as part of
the planning and performance framework, so that a department can show
how it will use its resources (the funding set in its departmental settlement
and any adjustments to spending plans made at fiscal events, such as the
Budget) to the achieve the outputs and outcomes it will deliver. They include
indicators, so it can be seen how the department is performing on each
objective during the year. Links are provided to more detailed sources of
data and information, such as official statistics and other public data
releases.

4.23

For areas that involve more than one department, the single departmental
plans show what each department is responsible for and where there is joint
responsibility between departments.

4.24

Departments also produce more detailed internal versions of their single
departmental plans, which are used by ministers and officials to manage a
department’s activity. These medium-term business plans are based on the
department’s own planning process to consider any changes in context, set
priorities and allocate resources to achieve the outputs and outcomes it will
deliver. They are agreed with Cabinet Office and the Treasury to ensure they
reflect the whole of the government’s priorities and can be achieved within
the departmental settlements agreed at the Spending Review.

4.25

The government uses regular reporting to monitor progress against the
outputs and outcomes set out in single departmental plans. Departments
report how they have performed against the objectives in their single
departmental plan at the end of the financial year, in their annual report and
accounts.

Annual planning
The Budget
4.26

The Budget is a statement the Chancellor of the Exchequer makes to the
House of Commons on the nation’s finances and the government’s
proposals for changes to taxation and spending. The Budget also includes
forecasts for the economy by the Office for Budget Responsibility.
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4.27

The Chancellor uses the Budget to set out his or her objectives for the
government’s finances. The Budget document contains the following
information:
• details on the wider economic context facing the UK,
• the outlook for the public finances, and
• a summary of the fiscal impact of all the decisions announced in the
Budget statement

4.28

Elements of the government’s spending plans may change as a result of
decisions announced in the Budget. The Budget is an opportunity to
consider what changes may be needed to public spending to respond to
changes in the wider economic context.

4.29

Parliament scrutinises the Budget. The Budget is usually followed by four
days of debate on the ‘Budget Resolutions’ - these are the tax measures
announced in the Budget. Each day of debate covers a different policy area
such as health, education and defence.

4.30

The Commons Treasury Select Committee, a cross-party committee of MPs,
also holds an inquiry into the government’s proposals. The Committee
gathers evidence from expert witnesses and publishes a report with its
conclusions and recommendations.

4.31

At the Budget, the Treasury sometimes adjusts the departmental spending
limits of some departments set in the Spending Review to reflect changes in
the government’s priorities. Single departmental plans are revised annually
to reflect such policy decisions and spending adjustments.

4.32

The Budget (and the Spring Statement) are accompanied by detailed fiveyear forecasts for the economy and public finances, produced by the Office
for Budget Responsibility.

Office for Budget Responsibility reports
4.33

The Office for Budget Responsibility was created in 2010 to provide
independent and authoritative analysis of the UK’s public finances.

4.34

The Office for Budget Responsibility’s detailed five-year forecasts incorporate
the impact of any tax and spending measures announced in those
statements by the Chancellor. The details of the forecasts are set out in the
Economic and Fiscal Outlook. The annual Forecast Evaluation Report,
published each autumn, examines how they compare to subsequent
outturns and draws lessons for future forecasts.

4.35

The Fiscal Sustainability Report sets out long-term projections for different
categories of spending, revenue and financial transactions, and assesses
whether they imply a sustainable path for public sector debt. The Fiscal
Sustainability Report also analyses the public sector’s balance sheet, using
both conventional National Accounts measures and the Whole of
Government Accounts, prepared using International Financial Reporting
Standards. From 2016, the Fiscal Sustainability Report has been published
once every two years, reflecting the frequency with which the Office for
National Statistics updates its population projections.
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Supply Estimates
4.36

The departmental settlements, set at the Spending Review and amended in
the Budget, shape the detailed budgets that are approved and scrutinised by
Parliament through the Supply Estimates process.

4.37

Ahead of the beginning of the financial year, Parliament approves an
advance of funding, known as the Vote on Account, to cover government
spending for the first few months of the year.

4.38

More detailed information on government spending plans is provided in
Main Estimates, published soon after the start of the financial year. The Main
Estimates contain proposed spending limits for all government
organisations. These spending limits include Departmental Expenditure
Limits (DEL) and budgets for Annually Management Expenditure (AME).

4.39

There are processes in place for Parliament to scrutinise the spending plans
set out in Main Estimates. Departmental select committees may question
departments, in writing or at evidence sessions. The Backbench Business
Committee will recommend, on the basis of bids from backbenchers,
particular Estimates to be chosen for debate on chosen days on the floor of
the House of Commons. Parliament must approve the amounts included in
the Estimates before government organisations can access the remaining
funds for the full year. After the year has ended, the National Audit Office
draws attention to any instances where departments have exceeded the
limits voted by Parliament (such circumstances are known as “excess votes”),
and the Public Accounts Committee considers and scrutinises departments
where this occurs.

4.40

Later in the year, Supplementary Estimates give the government a last
chance to seek approval from Parliament to adjust the in year spending limits
set in the Main Estimates before the end of the financial year. Changes may
arise for a number of reasons including Machinery of Government changes,
underspends, unforeseen pressures and changes in priorities. Supplementary
Estimates are published in February and are subject to the same approval
and scrutiny processes as Main Estimates. Departments publish their final
spending against these limits in their annual report and accounts.

Estimates Memoranda
4.41

Government departments are required to produce an Estimates
Memorandum for the relevant select committee to explain what is proposed
in their Main or Supplementary Estimate in more detail and how proposals
compare to past spending plans. The memoranda must include explanations
of what is driving the changes, how spending is broken down and further
information such as trends in spending over time, details of major spending
announcements by ministers and how spending relates to single
departmental plan objectives.

4.42

The House of Commons’ Scrutiny Unit, which provides specialist help to
select committees to assist them in their scrutiny of the Government’s
financial and performance reporting, provides guidance and advice to
government departments on the contents and format of Estimates
Memoranda. These memoranda are used both by MPs directly, and by the
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Scrutiny unit to identify issues and brief MPs. Following a report by the
House of Commons Procedure committee in 2017, the Scrutiny Unit has
recently completely reviewed its guidance on the preparation of Estimates
Memoranda and has been providing advice and feedback to departments to
improve the quality of the information which they provide.
4.43

Estimates Memoranda are published by the relevant select committees, and
collated on the Scrutiny Unit’s website.

House of Commons Scrutiny Unit reporting – data visualisations
4.44

The Scrutiny Unit also produce data visualisations of the spending plans
contained in the Main Estimates for each major government department.
These visualisations show spending trends, changes from the previous year
and how current spending plans compare to original proposals put forward
in the Spending Review, together with some context.

4.45

An interactive spending chart showing all government spend is also
published online, along with a briefing paper that brings together the
information from individual departments together in one place. The material
produced by the Scrutiny Unit is based on the memoranda provided by
departments, and the Estimates and supporting data provided by the
Treasury.

Accounting Officer System Statements
4.46

Since 2011, government departments have been required to incorporate
into the Governance Statement section of their annual report and accounts a
summary account of how they achieve accountability for the grants they
distribute to local government organisations, schools and the NHS. This part
of the governance statement should be backed up by a fuller accountability
system statement on the department’s website.

4.47

Accounting Officer System Statements were introduced in 2017, at the
request of the Public Accounts Committee. They are produced by all central
government departments and cover all of the accountability relationships
and processes within that department, making clear who is accountable for
what at all levels of the system from the accounting officer down, including
relationships with arm’s length bodies and third party delivery partners.
Accounting Officer System Statements form an important part of an
accounting officer’s personal responsibility to account to Parliament for the
public resources under his or her control.

Reporting actual government expenditure
In-year financial reporting
4.48

Government organisations publish a range of financial and related reporting
throughout the year. This is important in terms of providing timely
information to enable effective monitoring and control of the public
finances, as well as providing transparency information for the user. Further
information on the various in-year financial reporting is provided below.
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Government transparency data
4.49

As set out in the Prime Minister’s 2017 letter on open data and
transparency, a wide range of transparency data is published by individual
departments. This includes all spending over £25k, monthly payment card
data over £500, information on contracts over £10k and Gender Pay Gap
information. The Cabinet Office also produce cross-government data on Civil
Service sickness and absence data, ministers’ interest declarations, ministers’
salary data, senior civil servants’ names, grades, job titles and annual pay
rates, special advisers’ names, grades and annual pay.

4.50

Gov.uk Registers provides structured datasets of government information to
help users build services on a high quality data infrastructure. Each register
only contains data on a specific subject and is kept up-to-date by a subject
matter expert from the relevant government organisation.

OSCAR data
4.51

The Online System for Central Accounting and Reporting (OSCAR) is a cross
government public spending database managed by Treasury. This system
provides key management information and data for public reporting.
Individual departments regularly upload financial information to the system
and this underpins many areas of financial reporting such as Public Sector
Finances, Supply Estimates and Whole of Government Accounts. In addition,
another dataset is published on a quarterly basis on the same day as the
Office for National Statistics’ monthly Public Sector Finances National
Statistics release.

4.52

The dataset provides quarterly updates to monthly outturn data and the
public are able to see monthly patterns in spend by government
departments in a spreadsheet format. At the same time, users are able to
drill down beneath previously released high-level aggregates to interrogate
detailed spend by individual departments. For example, a department’s
numbers can be viewed split by thirty Economic Groups and over one
hundred Economic Categories, or analysed by Economic Budget (i.e.
Recourse of Capital expenditure).

Public Sector Finances
4.53

The public sector finances statistical bulletin is published jointly by the Office
for National Statistics and the Treasury on a monthly basis and provides the
latest available estimates for key public sector finance statistics, such as
public sector net borrowing, public sector net debt and public sector current
budget deficit/surplus.

4.54

The bulletin is structured with the latest headline figures, revisions and
information on recent events and/or methodological changes which impact
on the statistics, located at the front of the bulletin. Following this there is
some contextual information for users and then more detailed information
on each of the key aggregates. Historic data on public sector net debt and
public sector net borrowing is included to put the latest figures in context.
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Outturn reporting
4.55

Other financial and related reporting in government is carried out at the end
of the financial year ending 31st March, in relation to expenditure over the
previous 12 months. Outturn reporting is generally either in the form of
annual reports and accounts and associated reports or statistical
publications, such as the Public Expenditure Statistical Analyses and specific
departmental statistics. Further detail is provided below.

Annual reports and accounts
4.56

An annual report and accounts provides an overview of what a government
organisation has spent, received, owns and owes. Organisations prepare
annual reports and accounts at the end of each financial year to report their
financial results to Parliament. Each includes:
• A performance report setting out the structure, aims and objectives of the
organisation and a review of how it has performed against these during
the year. Central government departments report against the strategic
objectives and the performance indicators set out in their single
departmental plans.
• An accountability report which sets out how the organisation ensures
good governance, and the systems and controls in place to manage risks.
This section also includes a reconciliation of how the organisation has
spent the resources allocated to them by Parliament through the Supply
Estimates process and is supported by separately published Common Core
Tables which show core financial data in a generic format in Excel across
central government.
• Financial statements that cover the previous financial year and represent
the organisation’s financial position in accordance with International
Financial Reporting Standards as adapted and interpreted by the Financial
Reporting Manual.

4.57

The financial statements are independently audited to ensure both
Parliament and the public can be confident about the figures presented. The
audit report includes an opinion on whether the financial statements give a
true and fair view and an opinion on whether income and expenditure has
been incurred in accordance with Parliamentary and other relevant
authorities (the regularity opinion). If an audit opinion is qualified, the
accounting officer could be called to the Public Accounts Committee or
other relevant Parliamentary select committee to explain the circumstances
that led to the qualification, helping Parliament hold departments and other
public bodies to account for their spending.

4.58

All government organisations covered in the Supply Estimates process are
required to lay annual reports and accounts in Parliament each year, and are
expected to do this within 3 months of the end of the financial year.
Departments’ annual reports and accounts consolidate information from the
ALBs that the department is responsible for, as well as including information
relating to the core department. ALBs’ own accounts contain more granular
information than is available in consolidated accounts. Independent bodies,
such as regulators, also produce and lay annual reports and accounts.
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4.59

The Treasury annually reviews the requirements for preparing annual reports
and accounts, to accommodate changes in accounting policy and corporate
reporting requirements. The Financial Reporting Advisory Board, an
independent body of experts, provides advice and challenge to Treasury
proposals including scrutinising and reviewing any changes prior to adoption
to ensure they are justifiable and appropriate. The Board publishes an annual
report to Parliament which includes its views on changes to the accounting
framework. This process provides independent assurance that the reporting
framework is appropriate and reflects international standards.

Whole of Government Accounts
4.60

The Whole of Government Accounts have been produced since 2009-10 and
provide an overview of what the government receives, spends, owns and
owes. They also include other information, such as staff numbers across the
public sector, and future spending that the government is committed to.

4.61

The Whole of Government Accounts are the only place that show the
financial performance and position of the entire public sector. The UK is one
of few countries in the world to publish such a document covering the
whole public sector. They are written in plain English, independently audited
and supported by analysis to show how the public finances have changed
over time.

4.62

The Whole of Government Accounts are increasingly important to the
ongoing management of the public finances and to manage risks more
effectively. For example, the Office for Budget Responsibility independently
reports on the future sustainability of the public finances in its annual Fiscal
Sustainability Report, drawing on the data published in the Whole of
Government Accounts.

4.63

The Treasury also uses Whole of Government Accounts data to monitor
contingent liabilities and potential future events that may have an effect on
the value of what the government owns or owes, known as balance sheet
risks. They complement other spending analysis such as the National
Accounts that the Office for National Statistics publish, and provides
additional information to provide insight into the public finances. They also
include information on long term liabilities that are not included in the
National Accounts. This information is available in the published accounts of
individual government bodies, but the Whole of Government Accounts
brings it together to provide a complete picture of the government’s total
long term liabilities.

4.64

Publishing the Whole of Government Accounts is another way the
government fulfils its promise to make more data available to the public. The
National Audit Office independently audits them, giving both Parliament and
other users greater confidence in the figures. They are also scrutinised by
Parliament through the Public Accounts Committee.

Public Expenditure Statistical Analyses
4.65

Public Expenditure Statistical Analyses is the yearly publication of information
on government spending. It brings together recent outturn data, estimates
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for the latest year, and spending plans for the rest of the current spending
review period. It also shows spending by region.
4.66

Public Expenditure Statistical Analysis includes a range of information on
public spending statistics including:
• Departmental budgets - the key central government departmental
budgets that the Government uses to control spending. Departments
have separate resource and capital Departmental Expenditure Limit (DEL)
budgets
• By function – public spending is shown against ten functions (e.g.
education, health, defence) that are then further divided into more
detailed sub-functions (education is split into categories such as primary
and secondary.
• By economic category – this shows spending against categories such as
pay, procurement and grants. Statistics in most tables cover five years of
outturn and any years that the Spending Review spans.

4.67

The Treasury also publish in-year statistical data on a similar basis. Public
Spending Statistics provide a range of information about public spending,
showing central government spending by department on a budgetary basis
over 5 years, public sector spending by service over 5 years, and public sector
spending by function and economic category over 21 years.

Office for National Statistics Civil Service statistics
4.68

The Office for National Statistics publish employment statistics for the Civil
Service population, providing regional analyses, diversity and earnings data
based on the Annual Civil Service Employment Survey. Civil Service statistics
are used across government and feed into a number of wider publications
and outputs. Some government departments use the total figures to
facilitate policy making whereas others use specific components of the data
collection.

4.69

Civil Service statistics on a headcount and full-time equivalent basis are used
by Cabinet Office to monitor changes in Civil Service numbers and form the
basis for briefing the Cabinet Secretary. The statistics are also used to
monitor equality and diversity issues across the Civil Service. Civil Service
Learning use Annual Civil Service Employment Survey data to gain a better
understanding of the numbers and grades of each professional group in
each government department and location and to monitor changes from
year to year.

Departmental statistics
4.70

Government organisations publish a wide variety of specific financial and
non-financial statistics, beyond the official statistics published by the Office
for National Statistics, on a dedicated gov.uk landing page. These are
produced in relation to 12 month outturn data as well as a large volume of
weekly, monthly and quarterly and biannual reporting.

4.71

Statistics are produced impartially and free from political influence. The
webpage uses filters on key words, topics, departments and dates so that to
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enable users to find the publications that match their interests and
requirements.
4.72

Statistical reporting is carried out by departments, arms-length bodies and
independent bodies on specific policy areas, or across government where
information is brought together in a single report. For example, the
Department for International Development publish annual statistical
publications that provide provisional and outturn data on the amount of
Official Development Assistance the UK has provided as a proportion of
Gross National Income.

4.73

An example of specific departmental reporting is the Ministry of Defence
report, UK Defence in Numbers. This shows a breakdown of total UK
defence spend and how it meets a NATO target and compares with other
countries' defence spend. Information in the report is taken from the
Ministry of Defence annual report and accounts, NATO publications and the
Office for National Statistics Annual Mid-Year Population Estimates.

Other government reporting
4.74

A range of other financial reports are published that use outturn
information. These usually focus on a specific policy area and often collate
information from across government. The Infrastructure and Projects
Authority produce a report on the projects that form part of the Government
Major Projects Portfolio. This comprises the most complex and strategically
significant projects and programmes across government, based on figures
from their Business Cases. The report contains a range of information on
these projects, including projected whole life cycle costs.

4.75

The Infrastructure and Projects Authority also report on PFI and PF2 projects
across government. These Public Private Partnerships (PPPs) can involve a
variety of strategic partnering arrangements with the private sector.
Information reported includes the contract duration, capital value, key dates
and forecast annual payments for each project. The underlying data used in
the report can be found in Excel documents published on the gov.uk website
alongside the report.

4.76

Government organisation answer a large volume of Freedom of Information
(FOI) requests and Parliamentary Questions (PQs) throughout the year, and
these regularly contain financial and related information. The government
publishes responses to FOI requests on gov.uk and responses to PQs are
published on Parliament’s own website.

Ad hoc statements and announcements on spending
4.77

Throughout the year, ministers and departments make a variety of
announcements through a variety of outlets and platforms, in publications,
speeches, interviews, press releases, social media and statements to the
House. Party manifestos and the Queen’s speech may make further promises
or commitments. Some of these announcements give financial
commitments, with varying degrees of specific detail.

4.78

Tracking these commitments, and the degree to which they have been
honoured and delivered, can be difficult. Sometimes the degree of
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information provided in the first place- the precise amounts for each year,
whether the money is additional or reallocated from existing funds, who will
spend the money, and whether the funds are capital or current contribute to
this difficulty. The money may be split up, relabelled, or underspent. The
degree to which the spending is material to the department may influence
whether it is visible in documents such as the annual reports and accounts.

Independent scrutiny
4.79

A high degree of independent scrutiny is provided across government
financial reporting. Parliament’s job is to look closely at the government’s
plans and performance and to monitor the way it is running things. Select
committees and the House of Commons Scrutiny Unit both play a vital role
in independent scrutiny.

4.80

Select committees examine policies, expenditure, administration and service
delivery in defined areas, and one of their core tasks is “to examine the
expenditure plans, outturn and performance of the department and its arms
length bodies and the relationship between spending and the delivery of
outcomes”.1

4.81

Other select committees such as PACAC or the Public Accounts Committee
have a role that crosses departmental boundaries. The Public Accounts
Committee examines annual reports and accounts, scrutinises value for
money and generally holds the government and its public servants to
account for their performance.

4.82

The House of Commons Scrutiny Unit provides a wide range of financial
expertise, support and advice to departmental select committees. It
undertakes systematic reviews of Main and Supplementary Estimates,
departmental annual reports and account, Spending Review settlements,
and Budget Statements as well as providing further briefing and support.

4.83

The Scrutiny Unit also aims to improve the quality of financial scrutiny
through working with select committees in pressing Departments to improve
the quality of the financial information they provide, preparing guidance
notes, giving presentations and training to Members and their staff, and
identifying examples of best practice.

The National Audit Office
4.84

The National Audit Office scrutinise public spending for Parliament. Their
public audit perspective helps Parliament hold government to account and
improve public services. They audit the financial statements of all central
government departments, agencies and other public bodies, and report the
results to Parliament.

4.85

The work of the National Audit Office includes value-for-money studies, local
audit, investigations, support to Parliament and international activities. They
also share cross-government insight through guides setting out good
practice and the questions asked when assessing value for money.

1 Liaison Committee, Second Report of Session 2012-13, ‘Select committee effectiveness, resources and powers’, HC 697, p 11
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4.86

The Comptroller and Auditor General leads the National Audit Office and is
an officer of the House of Commons. They and the staff of the National
Audit Office (about 800 people) are independent of government. They are
not civil servants and do not report to a minister.

4.87

The Comptroller and Auditor General certifies the accounts of all
government departments and many other public sector bodies. They have
statutory authority to examine and report to Parliament on whether
departments and the bodies they fund have used their resources efficiently,
effectively and with economy.

Tracking spend across the reporting landscape
Case study: tracking an announcement
• The 2015 Spending Review included a pledge to increase
expenditure on potholes by £250m over 5 years. This Pothole Action
Fund would be passed to local authorities over the period. Chart 4.B
shows how the spend appeared in different financial reports.
• The planned expenditure for 2016-17 is included in the 2016-17
Main Estimates under Local Authority Transport, but it is part of a
larger allocation and is not disclosed separately. However, the
Department for Transport’s 2016-17 Main Estimates Memorandum
provides further detail on this announcement.
• The actual expenditure by Department for Transport on potholes in
2016-17 is included in their 2016-17 annual reports and accounts.
Some judgement is required to identify the figure as, while the
Pothole Action Fund is mentioned in the Accountability Report, the
amount of the funding passed to local government in 2016-17 is
not.
• The Department for Transport group operating expenditure totalled
nearly £17bn in 2016-17 and the Pothole Action Fund forms a very
small part of this. However, many local authority reports include
further detail on the Pothole Action Fund and it can be seen in their
annual reports and accounts and in specific reports on potholes and
road maintenance.
4.88

This case study shows how spend relating to a specific announcement moves
across various government financial reports from planning to
implementation. It also shows the challenges involved in tracking that spend.
Spend on individual programmes will often be grouped together when
reported in Estimates and annual reports and accounts, and may be spent by
a number of organisations across several years.

4.89

No government financial reports exist primarily for tracking expenditure
against Ministerial, or other, announcements. However, making some
allowances for the way that expenditure is grouped and controlled, it is
possible to bring together references in a range of different reports to follow
specific items through the financial cycle.
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Chart 4.B: using the financial reporting landscape to track reporting

Next steps
4.90

The financial reporting landscape contains a number of different documents
and sources of information. The differences between these documents is not
always clear to users and the Treasury appreciates the hindrance this can
cause to the usability of financial reporting.

4.91

The Treasury put together this overview of financial and related performance
reporting across government to help users access the information they need.
This map, and the supporting data table in Annex B, will be published on
gov.uk, and kept updated.

4.92

Providing a map of the financial reporting landscape, and showing how an
activity appears in different reports from planning to expenditure, is a first
step in helping users track information across government reports.

4.93

The Treasury will consider what more can be done to signpost the
connections between documents such as Estimates, Estimates Memoranda,
single departmental plans, and annual reports and accounts to enable users
to track significant or formal commitments which have been made to spend
public money.
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Table 4.A: Chapter 4 actions and recommendations
Paragraph

Action

4.10

The Treasury will monitor the financial reporting landscape to make sure that it
remains relevant and accurate and will continue to seek feedback on the
landscape from a wide variety of stakeholders and users.

4.91

This map of the financial reporting landscape, and the supporting data table in
Appendix 2, will be published on gov.uk, and kept updated.

4.93

The Treasury will consider what more can be done to signpost the connections
between documents such as Estimates, Estimates Memoranda, single
departmental plans, and annual reports and accounts to enable users to track
significant or formal commitments which have been made to spend public
money.
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Chapter 5
Trustworthy reporting
5.1

Financial reporting loses value when it is not trusted. If the users of
government financial reports have concerns about their trustworthiness, it
becomes much harder for those users to make decisions based on the
information in the reports. A lack of trust is also a problem for those
preparing the report, as it presents a risk to the government’s reputation and
can make it hard to connect to stakeholders.

5.2

The government has drawn on best practice from the private and the public
sectors and developed an accountability system that guards against financial
and non-financial risks, as set out in Managing Public Money and The
Orange Book: Management of risk – Principles and Concepts.

5.3

This chapter discusses the elements of risk management that relate to the
risk of poor quality or misleading financial reports, and the work that goes
into ensuring that government financial reporting is trustworthy. Some of
this work, such as the internal and external audit, is referenced and
summarised for users within government financial reports. More detailed
elements are used by management of the entity and are less visible to
external users.

5.4

By bringing together the various elements that build trust, this report aims to
increase transparency. Explaining aspects of quality control that might be
less obvious should help users have confidence in government financial
reporting. The Treasury will also consider how further transparency and trust
can be enhanced in future reporting cycles.

Building trust in annual reports and accounts
5.5

At the centre of the accountability system for annual reports and accounts is
the role of the accounting officer. The responsibilities of the accounting
officer, and the high standards expected of them, are set out in Chapter 3 of
Managing Public Money. These include taking personal responsibility for
ensuring that the annual reports and accounts, taken as a whole, are fair,
balanced and understandable.

5.6

The accounting officer must sign and date the Performance Report and the
Accountability Report, and must not approve the financial statements unless
they are satisfied that the accounts give a true and fair view of the assets
liabilities, financial position and net income or expenditure of that
organisation.

5.7

These two phrases, ‘true and fair’ in respect of the financial statements and
‘fair, balanced, and understandable’ in respect of the whole of the annual
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report and accounts, are important because they define the goals for
financial reporting. They are different because they relate to different kinds
of information. It makes sense to ask whether a set of numbers prepared
according to strict criteria are true or false; with opinions and subjective
description it is more useful to think about whether they are fair and
balanced.
5.8

The Accountability Report groups together the disclosures which relate to
trust in the annual reports and accounts, consisting of:
• the Corporate Governance Report, including the directors’ report, the
statement of accounting officer’s responsibilities, and the governance
statement,
• the Remuneration and Staff Report, including disclosures on directors’
remuneration, pension entitlements, and other compensation, and the
staff report, including diversity information, and
• the Parliamentary Accountability and Audit Report, including disclosures
on regularity and parliamentary accountability, and the external auditor’s
report.

5.9

Between them, these reports give an overview of the elements of
accountability over different parts of the annual report and accounts. The
Corporate Governance Report helps users understand how the management
of the organisation is structured to support good governance, and sets out
the responsibilities of the key people within that structure. The Remuneration
and Staff Report gives essential transparency on who those people are and
how they are compensated for their contributions. The Audit Report, and the
Parliamentary Accountability Report it sits within, then show how the
organisation as a whole has fulfilled its responsibilities to Parliament, and
provides the independent external auditor’s report to give further assurance
on those responsibilities.

5.10

The Financial Reporting Manual includes model statements of accounting
officer responsibilities for a range of government organisations. While these
statements include the essential statutory disclosures, they do not give any
further context. As model statements, they are couched in general terms to
be used by many different entities. This allows for consistency across
government, but does not encourage entities to add narrative specific to the
individual organisation. The Treasury will review its approach to guidance on
these disclosures and to support departments to share more effectively how
they build trust in reporting.

5.11

Part of this change will be to raise the profile of the Accounting Officer
System Statements which the principal accounting officer of every central
government department prepares separately from their annual report and
accounts, following Treasury guidance. These statements set out the
accountability relationships and processes within the department, giving
Parliament an insight into the sources of assurance which give the
accounting officer the confidence to sign off the annual report and
accounts. They can help users see the unique structure and approach taken
by each department to the problem of building trust.
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5.12

Feedback from those who have accessed Accounting Officer System
Statements suggests that they meet a real need and have been well received.
However, feedback from other users of annual reports and accounts
suggests that Accounting Officer System Statements have a relatively low
profile and that many users have not been able to take assurance from
them. Future Treasury guidance will support departments to bring suitable
references and links to their Accounting Officer System Statements into their
annual report and accounts, where they do not already do so.

Lines of defence
5.13

The challenge of making reporting relevant is unique to each organisation,
with its own structures, environment, and risks. However, some aspects are
universal. The three lines of defence model, set out in Chart 5.A, is a widely
used way of describing stages of managing risk.

Chart 5.A: The three lines of defence

5.14

The three lines of defence model takes an internal perspective. It shows a
range of ongoing, periodic, and ad-hoc monitoring and review mechanisms
that give assurance to those in charge of an organisation. This includes
governance forums, such as the Audit and Risk Committee, and the rest of
senior management such as the board or governing body. For financial
reporting, the key internal person taking assurance from the three lines of
defence is the accounting officer.

5.15

External users of government financial reports have their own assurance
needs. They need to be confident that they can trust the information and
use it to support analysis and decision-making. From an external perspective,
it is important that the three lines of defence are working effectively and that
the accounting officer has robust grounds for confidence. External users can
take assurance, via the accounting office and their Corporate Governance
Report, from the requirements directing and supporting those operating
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across the three internal lines of defence. They can also take direct comfort
from external assurance, such as the important work of the National Audit
Office.
5.16

There are many ways to guard against the risk of sharing or relying on bad
information. However, any assurance activity has an associated cost, both in
resources and in time.

5.17

Targeting assurance activity is part of managing a department effectively,
and helps keep government financial reporting timely, efficient, and useful.

Assurance in central government annual reports and
accounts
The first line of defence
5.18

Assurance over financial and performance reporting at the first line of
defence is ensuring that the foundation of day-to-day reporting activity is
sound. What that means can vary from one organisation to the next, as
departments collect the information they will share in their financial reports
and develop the narrative that ties that information together into a single
story.

5.19

Sources of assurance at this level include:
• The responsibility of managers for defining what needs to be done and
making sure it happens at every level of the organisation,
• The framework of policies, procedure, and guidance, including the
principles of financial reporting set out in the International Financial
Reporting Standards and interpreted by the Financial Reporting Manual
for use across the public sector,
• The controls in place to ensure the right kind of oversight and supervision
at each level, and to ensure compliance with policies, procedure, and
guidance,
• The role of finance business partners, financial professionals who are
embedded across government to share their expertise. They can highlight
limitations and raise concerns about non-compliance as appropriate,
• The quality of recruitment into finance roles across the civil service,
• The training, continuing professional development, and other support
provided to those finance professionals, and
• The expertise, skill-sharing, and support network of the Finance Function
across government.

The second line of defence
5.20

The second line of defence consists of functions that oversee and support
the basic good practice in place that forms the first line. Managers who form
part of the first line of defence rely on these functions to make their work
possible, and to help them achieve efficient and effective results. Activity at
the second line of defence can provide insights on how well work is being
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carried out in line with standards, expectations, policy and/or regulatory
considerations.
5.21

Sources of assurance at this level include:
• the work of teams in the Cabinet Office and the Treasury to support those
preparing financial reports throughout the year
• technical guidance developed and shared in the Financial Reporting
Manual, and in other official and informal communications
• the work of the Financial Reporting Advisory Board, an independent body
which brings together reporting experts and representatives from
departments to challenge and enhance the technical work carried out by
the Treasury
• cross-government resources and initiatives such as the Technical
Accounting Centre of Excellence which supports departments with high
quality advice on financial reporting
• networks such as the Resource Accounts Special Interest Group which
bring together accounting experts from across the public sector to share
best practice and support developing guidance

The third line of defence
5.22

The third line of defence includes the independent review provided by
internal audit, which operates to public sector standards. Internal auditors
may work differently in different departments, but they share the
responsibility to bring a systematic, disciplined approach to assess and
improve risk management, control, and governance processes.

5.23

Internal auditors assess whether controls are well-designed and working
effectively, whether information produced and shared across the
organisation is reliable and useful, and whether regulations, policies, and
procedures have been followed. Their work allows the accounting officer
and senior management to take assurance over the way that risks are
managed, including the effectiveness of the first and second lines of
defence.

5.24

As the work of internal audit is risk based, the amount of it that focuses
directly on financial reporting will depend on the significance of the
associated risks in each organisation. Internal audit and external audit work
together to avoid unnecessary duplication of efforts, while assuring that all
significant risks are addressed appropriately for the maximum benefit of the
organisation and in line with international and public sector standards.

Oversight
5.25

The accounting officer, or the principal accounting officer if there are several,
is the individual responsible for making sure than an organisation produces
balanced and understandable financial reports. Senior management across
the organisation shares a responsibility for supporting the accounting officer
and the rest of the board or governing body as they fulfil that responsibility.
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5.26

As set out in the Corporate Governance in central government departments:
code of good practice guidance, the board and accounting officers of all
departments, executive agencies, non-departmental public bodies and other
arm’s length bodies, should be supported by an Audit and Risk Committee.
Each of the three lines of defence inform and support senior management,
but internal audit has a separate, independent route to raise concerns with
the board via that Committee.

5.27

The Audit and Risk Committee has an essential role in providing board-level
internal independent scrutiny and review. It must be chaired by an
experienced non-executive board member, and will review governance, risk
management, the control environment, and the integrity of the financial
statements. The Treasury sets out the principles and expected activity for
these committees in the Audit and risk committee handbook.

5.28

These internal oversight bodies and individuals take assurance from the three
lines of defence. In turn, external users can take assurance from their
willingness to confirm that, for example, the annual report and accounts are
as a whole, fair, balanced, and understandable. Parliamentary select
committees can hold accounting officers to account, and the knowledge
that they might be called upon to defend their confidence at, for example, a
Public Accounts Committee hearing creates a strong incentive for diligence.

External assurance
5.29

External review and scrutiny for departmental annual reports and accounts
comes chiefly from the National Audit Office, whose Comptroller and
Auditor General is responsible for providing independent external audits.
Other external users also scrutinise departmental annual reports and
accounts and provide further challenge.

5.30

External sources of assurance include:
• the external auditor’s opinion on:
• whether the financial statements are “true and fair”, and whether they
have been properly prepared
• whether the Statement of Parliamentary Supply properly presents the
outturn against voted Parliamentary controls totals for the year, and
shows that those totals have not been exceeded,
• the regularity of income and expenditure (i.e. has money been spent in
accordance with the intentions of Parliament)
• whether specified parts of the Accountability Report have been
properly prepared
• whether, based on information gathered during the course of the
audit, any misstatements have been identified in the rest of the
Accountability Report or in the Performance Report
• whether the information for the financial year given in the Performance
Report and Accountability Report is consistent with the information in
the financial statements
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• the scrutiny provided by Parliament in the form of select committee
hearings, and in particular Public Accounts Committee hearings
• scrutiny from other external bodies and individuals, whether think tanks,
academics, journalists, interest groups, or members of the public
5.31

The responsibility of the accounting officer to ensure that the annual report
and accounts as a whole are fair, balanced, and understandable holds the
entirety of the document to that standard. The work of the external auditor
applies differently to different sections.

39

Table 5.A: assurance over elements of the annual report and accounts

Performance
Report

Kind of assurance

Opinion

Responsibility

Internal assurance,
drawing on all three
lines of defence.

Is the report (as part of the whole
annual report and accounts) fair,
balanced, and understandable?

The accounting
officer

External assurance,
from consistency checks
carried out during the
audit of the financial
statements.

Is the performance report
consistent with the financial
statements?

The external
auditor

Internal assurance,
drawing on all three
lines of defence.

Is the report (as part of the whole
annual report and accounts) fair,
balanced, and understandable?

The accounting
officer

External assurance.

Are the specified disclosures true
and fair?

The external
auditor

Does the Statement of
Parliamentary Supply present
outcomes against voted controls
totals, and show that they have
not been exceeded?

Accountability
Report

Financial
Statements

Have any misstatements been
identified during the external
audit of the financial statements?

External assurance,
from consistency checks
carried out during the
audit of the financial
statements.

Is the performance report
consistent with the financial
statements?

The external
auditor

Internal assurance,
drawing on all three
lines of defence.

Is the report (as part of the whole
annual report and accounts) fair,
balanced, and understandable?

The accounting
officer

External assurance.

Are the financial statements
properly prepared?

The external
auditor

Have any misstatements been
identified during the external
audit of the financial statements?

Are they true and fair?

5.32

The responsibilities of the external auditor, including details on which
elements of the annual report and accounts have been audited, are set out
in every audit report. Table 5.A shows the assurance opinion(s) in place over
the sections of the annual report and accounts. The specified disclosures
from the Accountability Report that are subject to audit are:
• for departments financed through the Westminster or Northern Ireland
Assembly Estimates process, the Statement of Parliamentary Supply and
supporting notes, including any notes reported in an annex to the
financial statements
• the regularity of expenditure
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• disclosures on parliamentary accountability
• the single total figure of remuneration for each minister and director
• pension cash equivalent transfer value (CETV) disclosures for each minister
and director
• payments to past directors, if relevant
• payments for loss of office, if relevant
• fair pay disclosures
• exit packages (if relevant)
• analysis of staff numbers and costs
5.33

The Financial Reporting Manual instructs departments to indicate clearly that
this information has been audited.

Next steps for assurance
5.34

Transparency builds trust. As discussed, the Treasury will update the
requirements to support better disclosures of accounting officer
responsibilities, and to raise the profile of Accounting Officer System
Statements so that more users can benefit from the insights they share.

5.35

Another aspect of transparency is risk disclosure. The Financial Reporting
Manual states that part of the purpose of the Performance Report is to
provide information on the principal risks an entity faces. However, there is
little guidance provided to departments on how to report risks. The Financial
Reporting Council (FRC) has studied best practice on risk reporting in the
private sector, and the Treasury will draw on this work to update guidance
and improve risk reporting in the public sector. This means introducing new
requirements to improve the level of risk reporting, including:
• identification of risks
• management of risks
• how those risks have changed through the period
• the impact of those changes and management’s response

5.36

These expanded risk disclosures should provide users with a deeper level of
understanding of the entity, and with more assurance over the quality of
reporting and management of the entity. They will also help to make annual
reports and accounts more balanced.

5.37

There are good historical reasons why annual reports and accounts include
both audited and unaudited information. However, this mixture of different
kinds of assurance can create confusion. Users sometimes think that the
audit of the financial statements covers the whole document. When they see
that only some elements are marked as audited, this can give the impression
that information not subject to an external audit is published without any
scrutiny. There is no simple answer. The Treasury will continue to challenge
departments to be clear about what element of their reports is audited, and
to work on enhancing clarity through risk disclosure, better statements of
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accounting officer responsibilities, and raising the profile of Accounting
Officer System Statements.

Table 5.B: Chapter 5 actions and recommendations
Paragraph

Action

5.4

The Treasury will consider how further transparency and trust can be enhanced
in future reporting cycles

5.10

The Treasury will review its approach to guidance on accounting officer
statements of responsibility and support departments to share more effectively
with users how they make reports trustworthy.

5.12

Future Treasury guidance will support departments to bring suitable references
and links to their Accounting Officer System Statements into their annual report
and accounts, where they do not already do so.

5.34

The Treasury will update the requirements to support better disclosures of
accounting officer responsibilities, and to raise the profile of Accounting Officer
System Statements.

5.35

The Treasury will introduce new requirements for risk disclosure including the
identification and managements of risks, and how those risks have changed
during the period, the impact of those changes, and management’s response.

5.37

The Treasury will continue to challenge departments to be clear about what
elements of their reports are audited.
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Chapter 6
Evaluating progress since
‘Simplifying and streamlining’
‘Simplifying and streamlining’ focused on improving annual reports and
accounts by enhancing their structure and refining the information they
contain. Departments have been reporting against the revised framework
since the 2015-16 financial year.
6.1

This chapter revisits the high-level recommendations made in ‘Simplifying
and streamlining’ and assesses government’s progress since publication,
comparing departmental annual reports and accounts produced before
‘Simplifying and streamlining’ to the latest versions.

6.2

This analysis shows improvements in financial reporting since ‘Simplifying
and streamlining’, but also shows that the impact varies across the different
departments. There are some recommendations made in ‘Simplifying and
streamlining’ that have not become business as usual, while others have.

Overall structure of annual reports and accounts
6.3

A key finding from ‘Simplifying and streamlining’ was that user needs were
not being sufficiently met by the previous reporting arrangements. Users
found it hard to link the performance narrative to the figures in the
accounts. The recommendations developed in the report included
restructuring the traditional ‘front-half’ annual report and ‘back-half’
financial statements into the 3 more integrated reporting requirements used
in modern reports.

6.4

All departments now organise their annual reports and accounts according to
this revised structure, and as a result they are more understandable. A good
example of this is the Home Office 2017-18 annual report and accounts
shown in Figure 1, which clearly sets out the three separate sections in a logical
and straightforward way, as well as showing the main components.
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Figure 1: Annual report and accounts structure, Home Office 2017-18 annual
reports and accounts, p.5
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Telling the story
6.5

The “telling the story” reporting requirement was proposed to meet user
criticisms that annual reports and accounts lacked an overall narrative and
were difficult to understand. User feedback has strongly supported the
benefits of this approach. For example, in the ‘Accounting for democracy’
reports PACAC recommend that this approach should not be lost as other
ongoing improvements are made. This change also made reports less
confusing by grouping together the essential governance reporting in the
separate accountability report.

6.6

The purpose of the performance report is to give the user a summary that
provides them with sufficient information to understand the organisation, its
purpose, the key risks to the achievement of its objectives and how it has
performed during the year. It should complement, supplement and provide
context for the financial statements, with the intention that the information
in the overall annual report and account is integrated to provide a cohesive
document.

6.7

The performance section must include a clear statement of the purpose and
activities of the organisation. All departments currently include this
statement, usually in a concise and clear manner at the start of the
performance report. A visualisation can help share this information
effectively.

6.8

A good example is the Department for Work and Pensions (DWP) 2017-18
annual report and accounts, shown in Figure 2. Near the start of the
performance report there are brief statements on their overall purpose and
vision, as well as the department’s 5 strategic objectives. The use of icons
and a range of colours increases usability and makes the section more
visually appealing.

45

Figure 2: Performance overview, Department for Work and Pensions 2017-18
annual reports and accounts, p.14
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6.9

Another recommendation for the performance report was to include
financial information with cross reference to the audited accounts. This was
seen as a key way of integrating information throughout the report and
providing assurance over the performance report.

6.10

The review of accounts showed that all departments are including some
financial information within the performance report of their annual reports
and accounts. However, the extent of reporting varies and in some cases,
there is no cross reference to the financial statements. Departments should
include enough graphics to inform the reader, but not so many as to
confuse, and should look to present financial information in a clear and
accessible way, using diagrams and graphs where appropriate.

6.11

The extracts from the Ministry of Justice 2017-18 annual report and
accounts shown in Figures 3, 4, and 5 are a good example of this
recommendation being met. A range of financial information is presented in
a variety of ways, using graphs and charts. There is also a clear reference to
the financial statements.

Figures 3, 4, and 5: high level financial information, Ministry of Justice annual
report and accounts 2017-18, pp.13-14
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6.12

Departments should include trend data when they share information in their
performance reports. Progress against this recommendation is mixed, with
some departments reporting a range of trend information while others do
not include any. A good example of this recommendation being met is in the
Home Office’s 2017-18 annual report and accounts in Figure 6.
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Figure 6: trend data, Home Office annual report and accounts 2017-18, p.30

6.13

This table shows 5 years of trend data on greenhouse gases with a variety of
financial and non-financial management information. There is also a good
narrative alongside this table in the performance report.
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6.14

‘Simplifying and streamlining’ also recommended that departments include
a commentary against trends and performance against policy. This narrative
is important in giving context to the information presented and explaining
how a department has performed. This recommendation is generally being
met, and there are a variety of ways that the information is presented.

6.15

During the zero-based review of the Financial Reporting Manual, the
Treasury will encourage departments to include multiple years’ worth of
comparative data as standard when figures are shared in the Performance or
Accountability Reports, with narrative to explain the changes, which could
be presented in a table or visually as a graph.

6.16

The Department for Transport 2017-18 annual reports and accounts include
good examples of sharing performance highlights in an engaging way
(Figures 7 and 8). The use of pictures, bolded text and alternating colours
enables a large volume of information to be presented clearly and accessibly.
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Figures 7 and 8: performance highlights, Department for Transport annual
report and accounts 2017-18, pp.19-20
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6.17

Another best practice example of performance reporting can be seen in the
extracts from HMRC’s 2017-18 annual reports and accounts included as
Figures 9 and 10. These tables, showing performance against a range of
departmental commitments, provide users with a simple red/amber/green
indicator to show where there are risks to delivery. To expand this
transparency, HMRC give explanations for each amber or red score. By taking
a balanced approach, the reporting here gives users real insight into HMRC’s
performance.

52

Figures 9 and 10: Balanced progress reporting, HMRC annual reports and
accounts 2017-18, pp.52-3
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6.18

HMRC have fully integrated their major commitments into their financial
reporting cycle, tracking performance through their single departmental plan
and reporting against that progress in their annual report and accounts. The
commitments are set out clearly, grouped under headings that reflect
departmental goals, and described in just enough detail to allow a user to
understand why they are important.
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6.19

The final recommendation for the performance report was to include
expected future policy changes. The focus of annual report and accounts
should be the previous year’s performance, but most departments do
include some forward-looking information, though the quantity and quality
of narrative varies.

6.20

Future plans are discussed throughout the Ministry of Defence annual report
and accounts, particularly in the performance report. The Financial
Performance Summary integrates financial and performance information and
includes a section on next steps (Figure 11).

Figure 11: future plans, Ministry of Defence annual report and accounts 201718, pp18-19
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Accountability
6.21

A key principle of ‘Simplifying and streamlining’ was the emphasis on
reporting being tailored to the individual entity with less focus on generic
reporting requirements. However, there are still some key reporting
requirements that the Treasury require departments to meet. These are
mostly related to key accountability and governance disclosures, and a
minimum required level of sustainability reporting, where statutory
requirements or centrally determined practices and codes are in place.

6.22

The accountability reporting requirement was proposed because the primary
user of the annual reports and accounts is Parliament, and there are a
number of key accountability requirements resulting from this that must be
met and be seen to be met. A key requirement was for the inclusion of a
distinct accountability section in the annual report and accounts containing
the Governance Statement including strategic risks, the remuneration report
and information on Parliamentary accountability.

6.23

All departments include a Governance Statement in their annual reports and
accounts, though in some cases some elements, such as complaints to the
Parliamentary Ombudsmen, feature elsewhere in the report. Departments
should consider where information is best placed in order to tell their story.
Where accountability disclosures appear in another section of the report, this
should be cross referred to in the accountability report.

6.24

There are several ways that strategic risks are reported. Many departments
refer to risk throughout their annual reports and accounts, while others have
a separate section in the performance report. All departments outline their
arrangements for monitoring and managing risks in their Governance
Statement. A good example of strategic risk reporting, from the Department
for International Development annual report and accounts 2017-18, can be
seen in Figure 12.

6.25

Thorough risk disclosures are a good way of ensuring that reports are
balanced. As discussed in chapter 5, the Treasury plans to enhance
mandatory risk reporting.
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Figure 12: strategic risk disclosures, Department for International Development
annual report and accounts 2017-18, p.70
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6.26

The requirement to include a remuneration report is a key accountability
measure and a matter of keen interest, and is being met by all departments.
This report includes:
•

the remuneration policy for directors,

• reports on how that policy has been implemented,
• the amounts awarded to directors and ministers,
• spend on Special Advisors and consultants, and
• information on the relationship between the remuneration of the highestpaid director in the organisation and the median remuneration of the
organisation’s workforce, known as pay multiples.
6.27

The remuneration report follows prescribed reporting requirements and is
audited by the National Audit Office to ensure that information represents a
true and fair view. Reporting is fairly consistent between departments. An
example of some of the information provided is shown in the Department
for Transport annual report and accounts in Figure 13.
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Figure 13: remuneration disclosures, Department for Transport annual report
and accounts 2017-18, p.175
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6.28

All departments’ annual report and accounts include a section on
Parliamentary accountability, including the Statement of Parliamentary
Supply which is audited for regularity. An example of this from the
Department for Work and Pensions, which also includes explanations of
variances between outturn and the budget limits voted in the Estimate, is
shown in Figure 14.

Figure 14: variance analysis, Department for Work and Pensions annual report
and accounts 2017-18, p.193
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Financial statements
6.29

Evidence gathered during ‘Simplifying and streamlining’ affirmed that users
greatly valued receiving a set of financial statements and disclosure notes
that the National Audit Office has audited to international standards of
audit. The project also highlighted, however, significant evidence that the
concept of materiality was poorly understood and inconsistently applied,
with a checklist approach being taken for the inclusion of information rather
than a proper consideration of user needs. While materiality is a broad
concept encompassing the nature and context of items and economic events
as well as monetary value, this checklist approach meant that information
was included in the annual reports and accounts that had little or no value
to the user.

6.30

The Treasury therefore emphasised that annual report and accounts only
need to include those parts of the audited financial statements and
disclosure notes where the amounts or balances are material. In response to
this reminder, all departments removed many elements which are not
required.

6.31

A key recommendation of ‘Simplifying and streamlining’ was that financial
information should be better integrated with other reporting throughout the
annual reports and accounts to make a more holistic and coherent
document. This requirement remains relevant, and is in line with
developments in private sector such as the work of the International
Integrated Reporting Council.

6.32

Departments generally do this well, for example reporting against financial
performance in the performance report and making use of infographics.
Figures 3, 4 and 5 from the Ministry of Justice’s annual report and accounts
and Figure 15 from the Department of Health and Social Care 2017-18
annual report and accounts are examples of this.
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Figure 18: infographic, Department of Health and Social Care annual report and
accounts 2017-18, p.8
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Next steps
6.33

Departments have made substantial progress in reflecting the
recommendations of ‘Simplifying and streamlining’ in their annual reports
and accounts. They now organise their annual report and accounts
according to the revised structure including a performance report,
accountability section and the financial statements. However, variations in
financial reporting were found across departments, particularly in the quality
of narrative reporting on expected future policy changes.

6.34

Departments should ensure their performance report includes a balanced
reflection on progress against the goals shared in single departmental plans.
They should also review the discussion of anticipated future changes in their
annual reports and accounts to make sure that it gives users enough context.

6.35

The narrative in reports has improved, integrating financial and non-financial
information so that departments can tell their story. The common use of
infographics has enhanced the look and feel of annual reports and accounts,
and departments should continue to use visuals to enhance user
understandability.

6.36

Departments should improve reports further by making more use of trend
data over a number of years, and should consider where information is best
placed in order to tell their story.

6.37

At its heart, the concept of materiality is about what matters to those using
the report. Departments should avoid taking a checklist approach to
materiality, and should consider the needs of users when judging what is
material.

6.38

Departments should continue to provide the key accountability and
governance disclosures and, where accountability disclosures appear in
another section of the report, references and links should be provided in the
accountability report.

6.39

The Treasury will engage with each department to share the findings of this
review, and will promote continuous improvement through updates to the
Financial Reporting Manual, future thematic reviews, and the planned bank
of best practice examples.

Table 6.A: Chapter 6 actions and recommendations
Paragraph

Action

6.16

During the zero-based review of the Financial Reporting Manual, the Treasury
will encourage departments to include multiple years’ worth of comparative
data as standard when figures are shared in the Performance or Accountability
Reports, with narrative to explain the changes, which could be presented in a
table or visually as a graph.

6.26

As discussed in chapter 5, the Treasury plans to enhance mandatory risk
reporting.

6.35

Departments should ensure their performance report includes a balanced
reflection on progress against the goals shared in single departmental plans.
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6.35

Departments should also review the discussion of anticipated future changes in
their annual reports and accounts to make sure that it gives users enough
context.

6.36

Departments should continue to use visuals to enhance user understandability.

6.37

Departments should improve reports further by making more use of trend data
over a number of years, and should consider where information is best placed
in order to tell their story. This should include short commentary on notable
trend changes or oddities.

6.39

Departments should continue to provide the key accountability and governance
disclosures and, where accountability disclosures appear in another section of
the report, references and links should be provided in the accountability report.

6.40

The Treasury will engage with departments to share the findings of this review,
and will promote continuous improvement through updates to the Financial
Reporting Manual, future thematic reviews, and the planned bank of best
practice examples.
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Chapter 7
Improvements in government
financial reporting
7.1

Every set of annual reports and accounts includes extra information to put
the financial statements in context, and to share the full story of what has
been done each year. At one time this might have consisted solely of a
foreword and a handful of pieces of statutory housekeeping such as the
auditor’s report. Over time, in response to Parliament and other users,
departments have added more context and additional information to turn
the annual reports and accounts into a much fuller report.

7.2

The content and presentation of the financial statements and, to a large
extent, the Accountability Report, are structured at a detailed level by
reporting standards and regulatory requirements set out in the Financial
Reporting Manual. In contrast, the Performance Report is flexible and allows
each organisation to tell their unique story, though the Financial Reporting
Manual sets out a level of mandatory reporting to ensure consistency and
comparability on key data. When reviewing departmental annual reports and
accounts for this report, the Treasury found many examples of good practice
developed by departments, enabled by the flexibility of the framework.

7.3

This chapter analyses the best practice examples found during the review, to
support departments’ ongoing efforts to improve their annual reports and
accounts, with a focus on performance reporting. The examples are grouped
into four sections for readability:
• context
• content
• presentation
• user engagement

7.4

Each section also includes a discussion on general areas for improvement, as
well as actions that the Treasury will take to build on best practice in future.

7.5

Feedback from evidence to PACAC in the course of its enquiry and from
other users of government financial reporting suggests that there may be
areas where it would be helpful to mandate further disclosures. However, to
maintain the flexibility for departments to tell their own stories, and to avoid
reporting becoming a tick box exercise, the Treasury intends to keep these
additional mandatory elements of performance and accountability reporting
to a minimum.
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7.6

To support continuous improvement, and to recognise good reporting, the
Treasury will use all of the best practice examples shared in this report as the
basis for its bank of best practice examples. This will be updated regularly
and made available to all those preparing government financial reports.

Context
7.7

As discussed in Chapter 6, performance reporting in annual reports and
accounts should track progress against the goals given in single
departmental plans. Single departmental plans cover the whole of a
Spending Review period and are live documents which will be updated
throughout that time. Single departmental plans can therefore act as a
thread that connects business plans with the actual activity reported in
annual reports and accounts.

7.8

Figure 16 gives a best practice example of reporting against a single
departmental plan from the Department for Transport annual report and
accounts 2017-18. the annual report and accounts. The Department for
Transport set out their performance against a range of indicators from their
single departmental plan. By including prior year figures, the Department for
Transport give a sense of the overall progress against their chosen indicators,
with enough detail for the user to see where the information has come from
and when it relates to.
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Figure 16: reporting against single departmental plan indicators, Department for
Transport annual reports and accounts 2017-18, pp.96-8
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7.9

If information is available in a different report, there is no need to repeat it in
the annual report and accounts, though signposts may be helpful. For
example, before ‘Simplifying and streamlining’, departmental reporting
contained common core tables that set out departmental spending by
country and region; per head by country and region; and by function and
programme, by country and region. However, some of the same information
is available in the Treasury Public Expenditure Statistical Analysis.

7.10

The effect of ‘Simplifying and streamlining’ on departmental accounts can
be found by comparing the annual reports and accounts of the Department
for Culture, Media, and Sport from 2013-14 to those published for 2017-18.

7.11

In 2013-14 the Department for Culture, Media, and Sport published fifteen
pages of Common Core Tables, consisting of eight tables required at the
time with a brief narrative introduction and only three clarifying footnotes.
Most of the information was therefore shared without context.

7.12

In 2017-18, the Department for Culture, Media, and Sport published only
seven pages of Common Core Tables, consisting of the two tables now
required, supplemented by a full 43 footnotes to add context and
explanations for the figures disclosed.

7.13

Figures 17 and 18 show the first table included by the Department for
Culture, Media, and Sport in 2013-14 and 2017-18 respectively, and give a
sense of how clearer formatting and the use of footnotes has put this
information in context.

Figure 17: public spending, Department for Culture, Media, and Sport annual
report and accounts 2013-14, p.200

68

Figure 18: public spending, Department for Culture, Media and Sport annual
report and accounts 2017-18, p.233
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Context: next steps
7.14

Removing some of the Common Core tables has allowed departments to use
space freed up to add further narrative for context. However, it may not be
immediately clear to users that the information was removed because it was
duplicated elsewhere.

7.15

Best practice is therefore for departments to take opportunities to remove
reporting from their annual reports and accounts if it is duplicated, while
ensuring that the change is disclosed. Links and references can then be
made available in subsequent years to support users to navigate the financial
reporting landscape.

7.16

When reporting against single departmental plans, departments should
consider how they can use these disclosures to help users understand the
department’s story from business plan to outcome. Best practice is therefore
for departments to use their aims and achievements against single
departmental plans as the guiding principle for performance reporting in
their annual reports and accounts, rather than seeing it simply as another set
of necessary disclosures to slot in. Users should be able to join the dots
between the various financial and performance reports published by each
department.

7.17

The Treasury will encourage departments to consider how the map of the
landscape developed for this review can be used by those preparing annual
reports and accounts to help their users find the information they need.

Content
7.18

One of the most effective ways to tell the story of an organisation is to share
information along the lines used for making decisions.

7.19

This principle applies differently to different organisations. For example, the
Ministry of Defence delivers many major projects, and this is reflected in the
details provided on major projects in the Ministry of Defence annual report
and accounts from 2017-18.

7.20

The Ministry of Defence report links in year expenditure to longer term
planning to 2026-27, and provides some detail on the nature and progress
of each project. The visualisation provided in Figure 19 gives the user a sense
of the various categories of spend planned, and helps draw attention to the
scale of the figures cited throughout.

7.21

Figure 20 discusses how these projects and programmes are internally
prioritised in the Defence Major Programmes Portfolio. A reference to the
Government Major Programmes Portfolio provides a reference to help users
understand the significance of this expenditure to the government as a
whole.
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Figure 19: reporting activity planning by projects, Ministry of Defence annual
report and accounts 2017-18, p.80
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Figure 20: reporting activity planning by projects, Ministry of Defence annual
report and accounts 2017-18, p.80

7.22

An element of good practice is the realism shown in Figure 20 by including a
reference to a slight reduction in overall delivery confidence, and plans to
address it. Providing a balanced view is essential to building trust in
information.

7.23

Users, whether Parliamentarians or others, approach reports with an
awareness of a wider context which includes a range of relevant
commitments made by government. Good reporting helps users understand
how those commitments are being delivered, putting the department’s
financial activity in the context of the ways it is meeting the needs of its
stakeholders.

7.24

Information that can help a user understand how an organisation has made
decisions is unit cost data. Assessing unit costs can be a valuable way of
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understanding efficiency. However, there are good reasons for departments
to calculate and share unit costs carefully.
7.25

As a concept, unit costs work best when costs can be allocated to a series of
discrete outputs in manufacturing, for example how much it costs to make
and sell a single car. Even in a manufacturing context however, calculating
unit costs takes judgement to decide which costs should be included and
how they should be allocated.

7.26

When the unit is the delivery of a service, as is often the case in the public
sector, an organisation must use further judgement to decide how to define
that unit. For example, costs can be calculated by customer, by separate
customer interactions, or by number of hours spent with a customer.

7.27

Different calculations give rise to different costs. If the goal is to reduce unit
costs, one way of achieving that is to measure costs by customer and then
reduce the hours spent with each customer. If, on the other hand, the goal
is to maintain the number of customer-facing hours while reducing costs,
then it would be better to measure the cost per hour.

7.28

A good example of unit cost information from HMRC’s annual report and
accounts is given in Figure 21. This table shows administrative costs per
pound spent on a list of HMRC’s core activities. The basis for the calculation
is given as part of the disclosure, and the same measure is used between the
different indicators for comparison and transparency not just about
efficiency over time, but about how one tax compares to another.

Figure 21: unit cost information, HMRC annual report and accounts 2017-18,
p.48

7.29

Central government bodies that levy fees and charges must disclose the
relevant full costs and unit costs. In these cases, an analysis of the costs
incurred in delivering the service is relevant to setting the level of the fee or
charge.
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7.30

In other situations, departments must use their judgement to determine
whether to publish unit cost data. This should support the general purpose
of the performance report: to tell the department’s story.

7.31

In general, sharing unit cost data will improve transparency if:
• the unit costs shown are those used within the organisation to support
decisions
• the basis for calculation, and any areas of significant judgement, are
published with the unit costs
• the accompanying narrative gives enough context that users can
understand the relationship between cost and quality
• unit costs are prepared on a consistent basis over time
• comparisons are made with prior years’ data as this becomes available

7.32

Recent feedback from Parliament and other users of reports suggests that,
like unit costs, staff turnover figures are of widespread interest.

7.33

It is not currently a mandatory requirement to publish staff turnover figures,
but some departments do so on a voluntary basis. A good example can be
seen from the extract from the Treasury’s annual report and accounts in
Figure 22.

7.34

An earlier section of the Treasury’s annual report and accounts discusses
staff turnover and states that the board regularly monitors staff turnover
rates and reasons. The report therefore makes clear why this metric is
important to telling the story of the Treasury, and then gives the disclosure.
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Figure 22: staff turnover disclosures: The Treasury annual report and accounts
2017-18, p.81

Content: next steps
7.35

There are several fundamental principles that should be promoted to
departments to support improvements in reporting. These include:
• performance reporting should be organised according to the activity of an
organisation, reflecting the information used by internal decision-makers
• this should be consistent with, and build from, the business planning that
has taken place through the single departmental plan

7.36

While the Treasury intends to preserve the flexibility of the approach to
reporting developed in ‘Simplifying and streamlining’, with its emphasis on
departments telling their stories in their performance reports, it is clear that
there are a handful of places where additional mandatory reporting
requirements will meet the needs of users. The Treasury will look to revise
guidance to support further disclosures in these areas:
• unit cost data should be shared if it is used for decision-making, with
transparency around the basis of calculation and narrative to support user
understanding
• staff turnover data and staff engagement scores should be published, on
a consistent basis, across central government
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7.37

The principle of balance, and showing openness to build trust, will continue
to be important for the ongoing improvement of government financial
reporting. The Treasury will bring these concepts in to the guidance provided
by departments, encouraging:
• the use of simple indicators such as the red/amber/green model followed
by HMRC to discuss outcomes against aims
• a ‘comply or explain’ approach to the disclosures in the performance
report - departments should prioritise telling their story, but if they choose
not to follow best practice to do so they must explain why not

7.38

The Treasury will also enhance transparency by strengthening financial
reporting requirements to better reflect the reporting of risks, how they
change over time and how they are managed.

7.39

These changes will be considered and developed as part of a zero-based
review of the Financial Reporting Manual which the Treasury plan to start in
2019. The changes are expected in the draft 2020-21 Financial Reporting
Manual.

Presentation
7.40

Annual reports and accounts are large documents that share significant
amounts of information in text, numbers, and images. Some users will read
the whole of the report, but many will have one question or interest and be
seeking specific answers. Reports therefore need to be both readable as a
whole and easy to navigate in sections.

7.41

Reports are easier to read when they are written in plain English. It can be a
challenge to explain complicated or difficult subjects in clear and concise
language, but many departments have done so. A good example is the
discussion of nuclear decommissioning from the annual report and accounts
of the department for Business, Energy, and Industrial Strategy shown in
Figure 23.
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Figure 23: plain English, Department for Business, Energy, and Industrial
Strategy annual report and accounts 2017-18, p.48

7.42

Infographics, when used well, are an effective way of communicating
complicated information. Feedback from users in Parliament and elsewhere
encourages departments in their use of graphics to break up narrative
reporting into more manageable sections and to help users understand how
different elements of their financial reports fit together.

7.43

A good example of an illustrative infographic, from the Department for
Education’s Academies Sector Annual Report and Accounts 2016-17, is
given in Figure 24. This simple diagram shows details of the revenue grant
programme for Academy Trusts, broken down both by financial year and by
academic year. By showing the overlapping time periods as separate blocks
on the page, the report helps the user understand how spend reconciles
between different reporting years.
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Figure 24: infographic, Department for Education academies sector annual
report and accounts 2016-17, p.59

7.44

Figure 24 also gives another best practice example of balanced reporting, as
the Department for Education identify both explained and unexplained
variances in the reconciliation.

7.45

Public sector organisations often have unique structures or activities, and it
can be challenging for external users to see how the full story comes
together. Some of the most useful graphics in government reporting are
those which make this more accessible by setting out the big picture, such as
the flow chart in Figure 25 which illustrates the movement of money
through the health care sector.
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Figure 25: infographic, Department of Health and Social Care annual report and
accounts 2017-18, p.3

7.46

This chart shows the range of different bodies involved in health care and
how resources move between them. The use of budgeted figures helps a
user understand the scale of the transfers within the system.

7.47

The trend of using infographics to convey complicated information is a
positive one, but it is important that the images used are designed for clarity
and accessibility. For example, Figures 24 and 25 are good examples of
accessibility because they do not rely on contrasts between colours to
communicate any information.

7.48

Embedded hyperlinks can also make a report more usable. For example, the
Ministry of Justice added links to the contents page of their 2017-18 annual
report and accounts so that readers can click through to the part of the
document that interests them.

Presentation: next steps
7.49

Modern technology has helped drive improvements in financial reporting
around the world. Better internal networks and systems make it easier for
preparers to share more information. New tools for graphic design and
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online publication have created new possibilities for report presentation, and
these are reflected in the best practice examples emerging from this review.
7.50

The Treasury will take steps to ensure that the transparency and
accountability provided by good financial reporting is enhanced as new
reporting tools become available over time:
• opportunities for improved financial reporting highlighted by this review
will feed into government planning for digital transformation
• the Treasury will promote changes that support future digital reporting,
such as the effective tagging of data and the use of a modular report
structure

7.51

The Treasury will promote best practice on presentation when revising
financial reporting guidance, for example:
• how graphics can be made accessible to those with different perception
needs, such as different colour vision
• the use of links to connect parts of the same report so that a long
document is easier to navigate
• the use of formatting in text, tables, and graphics to make financial
reporting more readable

Parliamentary engagement with government
financial reports
7.52

Departmental annual reports and accounts are produced in paper format to
be laid before Parliament. Parliament exercises its responsibility to hold
government to account primarily through select committee hearings on
annual reports and accounts. The Public Accounts Committee, informed by
the independent audit work carried out by the National Audit Office, may
also choose to hold hearings on individual sets of annual reports and
accounts.

7.53

The House of Commons Scrutiny Unit supports Parliamentary scrutiny of
financial reporting. The Scrutiny Unit undertakes systematic reviews of
departmental Annual reports and Accounts, and provides financial expertise
to departmental select committees. The Treasury will continue to work with
the Scrutiny Unit to support both departments and select committees as this
process evolves.

7.54

The government financial year ends on 31 March, and departments aim to
lay their accounts before Parliament before Summer Recess, with an
administrative deadline of 30th June. The Treasury provide additional
guidance and support to help departments meet these timescales, and most
government annual reports and accounts are laid before Parliament and
published online by July.

7.55

In the 3 months before a set of annual reports and accounts is laid before
Parliament, a full consolidation exercise must take place to produce the
consolidated departmental accounts. The National Audit Office must also
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carry out all necessary audit work to support the signature of the
Comptroller and Auditor General on the audit certificate.
7.56

By making annual reports and accounts available for select committees to
scrutinise before Summer Recess, the government ensures that the financial
information is timely and relevant when seen by Parliament. This also ensures
that annual reports and accounts are available for public access usually
within 3 months of the end of the financial year they relate to, supporting
timely scrutiny by other users.

7.57

Different users have different accessibility requirements. Best practice is to
provide both print and web-friendly reports online to enable accessibility, as
can be seen in the example taken from the landing page for the Ministry of
Justice annual report and accounts 2017-18 given in Figure 26.

Chart 7.A: Figure 26: landing page, Ministry of Justice annual report and
accounts 2017-18

7.58

Other users may be less interested in the full narrative of the report and
more concerned about extracting and analysing data. All departments must
publish the data from their core tables in Excel or an equivalent format to
make it easier to collect and compare. Best practice for accessibility is to
extend this principle to other data sets included in the annual report and
accounts. Figure 27 shows an excerpt from the transparency data published
by the Cabinet Office in 2017-18.

7.59

The data sets published by the Cabinet Office were published in July 2018,
making them promptly available to users. They are labelled with reference to
the relevant pages of the annual report and accounts, and are provided both
to view online and to download in an accessible CSV format.
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Figure 27: transparency data accompanying Cabinet Office annual report and
accounts 2017-18

7.60

Another example of the effective use of links can be seen in Figure 28, which
shows the landing page for the Treasury’s annual reports and accounts
2017-18. This page gives users links both to other Treasury annual reports
and accounts, and to the department’s single departmental plan. A user
referring to these documents for the first time would find it easy to make
comparisons to prior year activity, and to refer back to the single
departmental plan to understand the Treasury’s performance in the context
of the departments aims and business planning.
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Figure 28: landing page, The Treasury annual report and accounts 2017-18

7.61

The Treasury is committed to supporting the work of the Scrutiny Unit, and
to keep engaging with Parliament to improve annual reports and accounts.
Departments are strongly encouraged to engage with their respective select
committees on the content of reporting and how they can improve their
individual reports.

7.62

The Treasury welcomes every opportunity to engage with Parliamentary users
of government financial reporting, and to make use of Parliamentary
feedback to make reports more usable.

7.63

Modern communication technology makes it possible for a wide range of
external users to join Parliament in accessing and scrutinising government
financial information. The Treasury is committed to building on existing best
practice to make reports more accessible, and to use every opportunity to
help users navigate the financial reporting landscape. Drawing on
established best practice, this will include:
• promoting the publication of all data sets included in the annual report
and accounts in formats such as Excel or CSV
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• promoting the approach of providing an opportunity for those who need
to request a more accessible format
• promoting best practice in setting up the landing page for each set of
annual reports and accounts, to include narrative, links to the relevant
single departmental plan and Accounting Officer System Statements, and
links to prior year reports

Next steps
7.64

The needs of users change, the activities of the reporting organisation
change, and the preferred communication technology changes too.
Continuous improvement is therefore essential to maintain high standards of
reporting.
• the Treasury will share detailed findings from this review with each
department, to support accounting officers to learn from good practice
and to address any areas for improvement in their own financial reporting
• the Treasury will set up a database of best practice examples, beginning
with those found during this review and regularly updated, which will be
made available to all those preparing government financial reports
• during its planned review of the Financial Reporting Manual, the Treasury
will update the guidance to reflect best practice found during this review,
and to reflect feedback from users in Parliament and elsewhere
• the Treasury will carry out thematic reviews on a regular basis, each time
targeting a specific theme in financial reporting which could indicate an
area for improvement
• the Treasury will support the Financial Reporting Advisory Board as it
undertakes a review of its terms of reference

7.65

The Treasury has identified a number of best practice examples from
departmental annual reports and accounts which demonstrate
improvements in financial reporting. However, the fact that these are best
practice rather than universal examples shows the scale of the improvements
that could be made to government financial reporting.

Table 7.A: Chapter 7 actions and recommendations
Paragraph

Action

7.6

The Treasury will use all of the best practice examples shared in this report as
the basis for its bank of best practice examples. This will be updated regularly
and made available to all those preparing government financial reports.

7.17

The Treasury will encourage departments to consider how the map of the
landscape developed for this review can be used by those preparing annual
reports and accounts to help their users find the information they need.

7.30-31

Departments should use their judgement, guided by the unit cost checklist
provided in paragraph 7.31, to determine whether to publish unit cost data.
This should support the general purpose of the performance report: to tell the
department’s story.
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7.35

During the zero-based review of the Financial Reporting Manual, the Treasury
will promote fundamental principles including:
• performance reporting should be organised according to the activity of an
organisation, reflecting the information used by internal decision-makers
• this should be consistent with, and build from, the business planning that
has taken place through the single departmental plan

7.36

During the zero-based review of the Financial Reporting Manual, the Treasury
will look to revise guidance to support further disclosures in these areas:
• unit cost data should be shared if it is used for decision-making, with
transparency around the basis of calculation and narrative to support user
understanding
• staff turnover data and staff engagement scores should be published, on a
consistent basis, across central government

7.37

During the zero-based review of the Financial Reporting Manual, the Treasury
will revise guidance provided by departments, encouraging:
• the use of simple indicators such as the red/amber/green model followed by
HMRC to discuss outcomes against aims
• a ‘comply or explain’ approach to the disclosures in the performance report
- departments should prioritise telling their story, but if they choose not to
follow best practice to do so they must explain why not

7.38

During the zero-based review of the Financial Reporting Manual, the Treasury
will also enhance transparency by strengthening financial reporting
requirements to better reflect the reporting of risks, how they change over time
and how they are managed.

7.50

The Treasury will take steps to ensure that the transparency and accountability
provided by good financial reporting is enhanced as new reporting tools
become available over time:
• opportunities for improved financial reporting highlighted by this review will
feed into government planning for digital transformation
• the Treasury will promote changes that support future digital reporting,
such as the effective tagging of data and the use of a modular report
structure

7.51

The Treasury will promote best practice on presentation when revising financial
reporting guidance, for example:
• how graphics can be made accessible to those with different perception
needs, such as different colour vision
• the use of links to connect different parts of the same report so that a long
document is easier to navigate
• the use of formatting in text, tables, and graphics to make financial
reporting more readable

7.61

The Treasury is committed to supporting the work of the Scrutiny Unit, and to
keep engaging with Parliament to improve annual reports and accounts.
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7.61

Departments are strongly encouraged to engage with their respective select
committees on the content of reporting and how they can improve their
individual reports.

7.63

The Treasury is committed to building on existing best practice to make reports
more accessible, and to use every opportunity to help users navigate the
financial reporting landscape. Drawing on established best practice, this will
include:
• promoting the publication of all data sets included in the annual report and
accounts in formats such as Excel or CSV
• promoting the approach of providing an opportunity for those who need to
request a more accessible format
• promoting best practice in setting up the landing page for each set of
annual reports and accounts, to include narrative, links to the relevant single
departmental plan and Accounting Officer System Statements, and links to
prior year reports

7.64

• the Treasury will share detailed findings from this review with departments,
to support accounting officers to learn from good practice and to address
any areas for improvement in their own financial reporting
• the Treasury will set up a database of best practice examples, beginning
with those found during this review and regularly updated, which will be
made available to all those preparing government financial reports
• during its planned review of the Financial Reporting Manual, the Treasury
will update the guidance to reflect best practice found during this review,
and to reflect feedback from users in Parliament and elsewhere
• the Treasury will carry out thematic reviews on a regular basis, each time
targeting a specific theme in financial reporting which could indicate an
area for improvement
• the Treasury will support the Financial Reporting Advisory Board as it
undertakes a review of its terms of reference
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Chapter 8
Conclusions and next steps
8.1

The Treasury is committed to supporting continuous improvement in
financial reporting to meet the four purposes set out earlier in this report.
The Treasury is keen to continue working with both external stakeholders
and departments to support ongoing improvement in annual reports and
accounts and, with the Cabinet Office, in single departmental plans.

8.2

The actions listed in this report for the Treasury, and for departments, will
ensure that the government continues to make its financial and performance
reports more useful to Parliament and the many others who refer to them.
Detailed actions are given in the tables at the end of chapters 2-7 of this
report, which are collected into a single table in Annex C. This chapter gives
a summary of those recommendations.

The map of the government Financial Reporting
landscape
8.3

Feedback received as part of this review highlighted the difficulties external
users can face in trying to link different pieces of financial reporting
published by government. The map of the financial reporting landscape, set
out in chapter 4, is the first step in tackling this issue. to the Treasury will
publish this as a standalone piece of guidance that preparers and users of
government financial information can refer to.

8.4

The Treasury will create a webpage on gov.uk with the map of the financial
reporting landscape and will explore further how the map of the financial
reporting landscape developed for this review can be used by those
preparing annual reports and accounts to help their users find the
information they need.

8.5

Departments will also be able to cross refer between their own reports and
the landscape, in order to understand better how their publications fit into a
bigger picture available to Parliament and the public.

8.6

The Treasury will continue to evaluate and develop the visualisation map so
that it remains relevant and useful, updating and amending it as required,
and will continue to seek views from a wide variety of stakeholders and
users.

Government guidance
8.7

The Treasury issues guidance to departments and it is important that this
guidance is regularly reviewed and clear for departments to understand.
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8.8

The principles behind the best practice found during the Treasury review will
be applied across government. This includes performance reporting being
organised according to the activity of an organisation, which should make it
consistent with, and building from, the business planning that has taken
place through the single departmental plan. The single departmental plan in
turn should reflect the public commitments made by that department so
that stakeholders can see how their concerns are addressed.

8.9

The Financial Reporting Manual is updated on a yearly basis to reflect
changes in the accounting standards and any other changes across
government and is published in December each year.

8.10

During the 2019-20 financial year, the Treasury has committed to go further
than the usual annual review of the Financial Reporting Manual and will start
a zero-based review of this Manual to ensure it continues to be fit for
purpose and to include feedback received during this review.

8.11

Most of the changes to guidance will be on the level of principles, but some
involve additional mandatory reporting disclosures on issues such as staff
turnover or risk disclosures. The key principles identified during the review to
be reflected in updated guidance are:
• the four fundamental purposes for financial reporting proposed by
PACAC, with an implementation hierarchy that puts the needs of the
primary user of each report first
• the importance of balanced reporting, telling the full story of an
organisation and providing sufficient context for users to have confidence
in the information
• value for money and clarity in reporting, supported by the checklist to
help preparers decide what disclosures should be included in each report
• transparency around the assurance processes in place, to help users have
confidence in reports
• the principle from ‘Simplifying and streamlining’ that the performance
report in annual reports and accounts should tell the story of a
department in an accessible and engaging way

Feedback to departments
8.12

As part of this review, the Treasury has undertaken a thorough analysis of
departmental annual reports and accounts. Each main department’s 201314 annual reports and accounts were compared to their 2017-18 annual
reports and accounts in order to assess progress made. Reports were
compared against the recommendations in ‘Simplifying and streamlining’ as
well as the recommendations made in the ‘Accounting for democracy’
reports. This has provided a detailed picture of the quality of each individual
department’s annual reports and accounts.

8.13

Following on from this analysis, the Treasury intends to give departments
comprehensive feedback on their annual report and accounts. This will
include highlighting what is being done well, as well as identifying potential
areas of improvement. The Treasury has already begun this outreach work,
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and will continue working with departments to see how this feedback can
be implemented.
8.14

The Treasury will also set up a database of best practice examples which will
be regularly reviewed and added to with further best practice examples. This
database will be available to all those in government who prepare financial
reports.

Thematic reviews
8.15

The analysis of departmental annual reports and accounts has shown the
importance of regular reviews in helping support ongoing improvement in
governmental financial reporting. Therefore, the Treasury is intending to
carry out thematic reviews of the annual reports and accounts on an annual
basis.

8.16

These would be similar to the thematic reviews carried out by the Financial
Reporting Council, whereby a sample of private sector companies’ annual
reports and accounts are assessed each year. Each review has been focused
on a particular theme, such as significant accounting judgements and
sources of estimation uncertainty

8.17

The Treasury will begin the thematic review process in 2019, to strengthen
the annual feedback cycle between the Treasury and departments to help
support continuous improvement in government financial reporting. The
Treasury will engage more broadly on the thematic reviews, working with
both departments and external users of the accounts to determine the topic
of the thematic review.

Opportunities to work with external users of accounts
8.18

During this review, the Treasury has liaised closely with external stakeholders,
both through the Advisory Board established to support the project, and
through active stakeholder engagement, including Full Fact and Institute for
Government.

8.19

The Treasury is keen to continue to work with these two organisations and
others, so that it can better understand the needs of users and how data is
used by and presented to their respective audiences. An ongoing Advisory
Board will be established, made up of representatives of users, to meet twice
a year. This group will inform the government’s thinking, particularly around
helping departments make annual reports and accounts more usable.

8.20

The Treasury also recognises the work others have put into improving
financial reporting and have liaised with relevant organisations during this
review. The Treasury appreciates the benefits in working with such
organisations to enhance government financial reporting.

8.21

The Treasury will continue to work with both internal and external users of
accounts, to help support continuous improvements in the government
financial reporting and build on the work done during this review.

8.22

Please contact Resource.Accounts@HMTreasury.gov.uk if you are interested
in learning more or in getting involved to improve government financial
reports.
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The Public Value Framework
8.23

The government is also continuing to implement the recommendations of Sir
Michael Barber’s 2017 report, Delivering better outcomes for citizens. The
Public Value Framework (the main recommendation of Sir Michael’s report)
has been tested and refined through a series of pilot reviews during 2018
and a revised version was published earlier this year. The framework is now
due to play a central role in the upcoming Spending Review. As announced
by the Chancellor at Spring Statement 2019, following the principles set out
in Sir Michael’s report, the next Spending Review will have a renewed focus
on the outcomes achieved for the money invested in public services.

Single departmental plans
8.24

Since their introduction in 2015, single departmental plans have gone
through several iterations, and they continue to undergo a perpetual process
of improvement through the centre of government’s close work with
departments. The National Audit Office’s November 2018 report, Improving
Government’s Planning and Spending Framework, recognised that the single
departmental plan process has improved year on year, “helping departments
to conduct business planning in a more professional, informed, integrated
way”.1 However, the government is fully aware that there is still progress to
be made to ensure the single departmental plans become the invaluable
products they were envisaged to be, and is working to improve the planning
and performance framework taking into account the National Audit Office
and Public Accounts Committee’s recommendations.

8.25

The government has identified several levers through which it aims to
improve single departmental plans. Two of these such levers are: making
changes to the single departmental plan guidance, which departments rely
upon to produce both their internal and external single departmental plans;
and improving departmental capability, for example by introducing a
Planning Maturity Model and implementing cross-departmental networks.

8.26

Cabinet Office guidance mandates the use of single departmental plans as
the central business plan for all major departments. The government has also
taken steps to improve the consistency and quality of single departmental
plans, through providing clearer direction to departments over what they are
obligated to include in these documents. Recent changes this year include
requesting that departments identify areas of their work which should be
considered as cross-government in nature. To support the implementation of
these changes, the Treasury and Cabinet Office will continue to work with
departments as they produce their 2019-20 single departmental plans and
will continue to push for improvements to both the internal and public
single departmental plans.

Other Stakeholders
8.27

As well as the Treasury, the first ‘Accounting for democracy’ report gave
recommendations to other important players in the annual reports and

1 Improving Government’s Planning and Performance Framework, National Audit Office November 2018, p.36
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accounts process, including select committees and the Financial Reporting
Advisory Board.
8.28

Parliament is independent of Treasury and this independence is an important
part of the accountability and transparency structure. However, the Treasury
is committed to supporting the work of the Scrutiny Unit, and welcomes
opportunities to engage with Parliament as the users of the annual reports
and accounts, including using feedback received from Parliament to enhance
government financial reporting.

8.29

The aim of the Financial Reporting Advisory Board is to promote the highest
possible standards in financial reporting by the government. It currently
includes independent members such as representatives from the
accountancy profession in the private and public sectors, academia and
government bodies. The Financial Reporting Advisory Board has been kept
informed of the Treasury’s review into government financial reporting and
has committed to reviewing its Terms of Reference with the intention of
increasing the focus on the performance reports, in line with global trends. It
will also review its effectiveness as per its Terms of Reference.
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Annex A
Government responses to
recommendations made in
‘Accounting for democracy’
A.1

The government recognises the importance of good financial reporting and
is committed to improving the quality of departmental reporting through
annual reports and accounts, single departmental plans and other reports.
‘The government financial reporting review’ agrees with the four purposes of
reporting as set out in the ‘Accounting for democracy’ reports and explores
how trust in reporting can be enhanced. The Review also tracks the progress
made in government financial reporting since ‘Simplifying and streamlining’,
as well as highlighting where there are further improvements to be made.

A.2

A key finding from the user consultation supporting ‘Simplifying and
streamlining’ was that the inclusion of a large amount of mandatory
information was obscuring the big picture and limiting the usefulness of the
annual reports and accounts. The government continues to support this
principle and will limit any new mandatory reporting requirements, instead
encouraging departments to report on what is relevant and material for
understanding the individual entity. However, the government accepts that
financial reporting may be improved with the introduction of some
additional mandated reporting requirements to enhance balanced reporting
and to address the needs of users. Where this is relevant, guidance will be
updated. A full list of actions and recommendations can be found in Annex
C to ‘The government financial reporting review’ and many are referenced
below.

A.3

The government has reviewed each of the recommendations made by the
Public Administration and Constitutional Affairs Committee (PACAC) in the
first ‘Accounting for democracy’ report and has responded to each
recommendation. The government supports the aims of improving
government financial reporting, making reports more accessible, and finding
ways for those preparing reports to receive and respond to user feedback.

A.4

As a result of this review, the Treasury will:
• carry out a zero-based review of the guidance for departments producing
annual reports and accounts, the Financial Reporting Manual, which will
be overseen by the independent Financial Reporting Advisory Board
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• establish a bank of best practice examples to support departments
improving their reports which will be accessible to preparers of annual
reports and accounts, and will be updated on a regular basis
• engage with departments to share the findings of the review and support
continuous improvement
• publish the map of the financial reporting landscape online and look for
other ways to help users navigate financial reports
• monitor the financial reporting landscape and update the map of the
financial reporting landscape so it remains relevant
• carry out regular thematic reviews on specific issues in financial and
performance reporting
• establish a group of external users of annual reports and accounts to
meet twice a year and share feedback to help those preparing
government financial reports better meet their needs

Table A.1: Reporting in the annual report and accounts
‘Accounting for
democracy’:
Paragraph 34

“The Treasury should update its guidance to Departments setting out that Annual
Reports and Accounts should include statistics on staff turnover within the
Department and also the staff engagement scores for the Department from the
latest Civil Service People Survey. The average figures for the Civil Service should
also be included.”

Response

The government agrees that it is important that statistics on staff turnover and
staff engagement are communicated.
As set out in Chapter 6 and Chapter 7 of ‘The government financial reporting
review’, the Treasury has considered all the main departmental annual reports and
accounts and found that some departments already report turnover figures or staff
engagement scores. The government agrees that the inclusion of staff
engagement data would increase the usefulness of the annual reports and
accounts and therefore, as part of the zero-based review of the Financial Reporting
Manual, the Treasury will revise guidance to mandate the publication of staff
turnover data and engagement scores, on a consistent basis, across central
government. This information will form part of the Staff Report.

‘Accounting for
democracy’:
Paragraph 45

“We recommend that the Treasury explore how Annual Reports and Accounts can
be made more useful by requiring Departments to report not just by organisational
unit but also by policy area. This could be achieved by, for instance, restructuring
the Estimates subheads or providing additional spending breakdowns of spending
within the notes to the Accounts. Senior officials would remain accountable for
the money they have spent through reporting by organisational unit. Audited
statements for policy area should include both performance and financial data so
that citizens can evaluate how effectively Departments are spending money.”

Response

The government welcomes feedback on how government financial reporting can
be made more useful to users, and agrees that senior officials should remain
accountable for the money they have spent through reporting by organisational
unit. This forms part of the accountability framework where accounting officers
have responsibility for the stewardship of resources of the individual organisation.
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Departments are individual organisations of varying sizes and it is important that
each department reports in a way that is relevant for the work they do, without
causing an unnecessary administrative burden. Therefore, the government will
continue to encourage departments to report on spending and performance
matters that are relevant and significant for understanding the individual
organisation. During the zero-based review of the Financial Reporting Manual, the
Treasury will amend the guidance to emphasise that organisations should use their
performance report to tell the story of their activity which should include reporting
by policy area if this is both relevant and material to the organisation.
The Treasury will continue to remind departments that Estimates lines should be
self-explanatory and represent agreed groupings. However, Estimates lines are not
only decided on by departments, they must agree changes in liaison with their
select committee and their Treasury spending team. Departments are encouraged
to work with their select committee when deciding what to report against in their
annual reports and accounts.
To maintain flexibility, the Financial Reporting Manual will support a ‘comply or
explain’ approach where departments can choose to diverge from the best practice
set out in the guidance, but must acknowledge and explain their divergence.
The National Audit Office has already provided an independent response to PACAC
on the questions that fall under the purview of the Comptroller and Auditor
General.
‘Accounting for
democracy’:
Paragraph 50

“Departments should disclose both financial and performance information about
significant programmes in their Annual Reports and Accounts and clearly relate
spending to outputs, outcomes and performance. Annual Reports and Accounts
should disclose useful information about each programme, such as its planned
duration, its current and forecasted cost and its current performance. This
information, which should be audited, should be disclosed for all financially
material or politically significant programmes within the Departmental boundary.”

Response

The government welcomes ideas as to how government financial reporting can be
made more useful, and agrees that information about significant programmes is
useful to users of annual reports and accounts.
As set out above, departments are individual organisations of varying sizes and it is
important that each department reports in a way that is relevant for the work they
do. Therefore, the government will encourage departments to report on spending
and performance matters that are relevant and significant for understanding the
performance of the organisation. This could include by programme if this is both
relevant and material to the department. Some departments already report against
their policy key performance indicators in the annual reports and accounts. The
Financial Reporting Manual sets out that entities “performance analysis must
include information on how the entity measures performance i.e. what the entity
sees as its key performance measures, [and] how it checks performance against
those measures”.1 This analysis should provide information on the current

1 Financial Reporting Manual 2018-19, para 5.2.10, p.16
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performance of any programmes where these are material and relevant to the
organisation.
During the zero-based review of the Financial Reporting Manual, the Treasury will
amend the guidance to emphasise the information organisations should use
providing in their performance report about programmes where relevant.
To maintain flexibility, the Financial Reporting Manual will support a ‘comply or
explain’ approach where departments can choose to diverge from the best practice
set out in the guidance, but must acknowledge and explain their divergence.
‘Accounting for
democracy’:
Paragraph 51

“Departments should also report data about significant projects, such as Trident
and HS2 (which is the largest infrastructure project in Europe), in their Annual
Reports and Accounts. This data, which should also be audited, should include
spend to date for each project, spend in the year for each project, milestones met
or not met and forecasted end date for the project. It should be provided for all
projects that are significant in terms of the delivery of the Government’s priorities
or that have a lifetime budget that is above materiality. Some of this data may be
similar to the data held in the Annual Report on Major Projects, in which case the
Department should clearly identify links to the Major Projects report within
individual Departmental Annual Reports and Accounts so that the reader can
swiftly access the data concerned.”

Response

The government agrees that information on spend and performance of major
projects is of interest to users of the annual report and accounts and encourages
departments to report on what is relevant and significant to meet the needs of
users.
The Financial Reporting Manual sets out that ”the purpose of the ‘performance
analysis’ is for entities to provide a detailed performance summary of how their
entity measures its performance.”2 During the zero-based review of the Financial
Reporting Manual, the Treasury will amend the guidance to emphasise that
departments should use their performance report to tell the story of their activity,
including providing a summary of any material and relevant projects.
However, the government also agrees that it is right to have higher expectations
for the reporting of the most significant projects such as HS2 or Trident. In the
planned zero-based review of the Financial Reporting Manual the Treasury will
assess existing performance guidance and strengthen it where necessary to ensure
effective reporting against major projects.
As noted in ‘Accounting for democracy’, the Infrastructure and Project Authority’s
(IPA) Annual Report on Major Projects provides analysis of performance on the
largest transformation, ICT, military capability, and infrastructure projects
(including HS2) across government departments. Revised guidance will set out that
departments should avoid repeating disclosures in their annual report and
accounts where these are made elsewhere, as far as this is consistent with full and
suitable reporting on significant projects. Where appropriate, disclosures can be

2 Financial Reporting Manual 2018-19, para 5.2.9, p.16
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replaced with a link to highlight the information that is already available
elsewhere.
The Treasury will focus on reporting on major projects will as the subject for a
deep-dive review, as part of the planned programme of regular thematic reviews.
To maintain flexibility, the revised Financial Reporting Manual will support a
‘comply or explain’ approach where departments can choose to diverge from the
best practice set out in the guidance, but must acknowledge and explain their
divergence.
‘Accounting for
democracy’:
Paragraph 55

“Alongside information on the effectiveness of its services, Departments should
publish the costs of basic elements of those services. We recommend that
Departments in future publish the full public sector unit costs (on a consistent
basis) for key services (including those mentioned in their Single Departmental Plan
and Annual Report) - for example the cost of a prison place, a court hearing, a
school place or a hospital stay - on a consistent basis over time. Collecting and
publishing comparative unit cost data across regions, and over time, and perhaps
also against international comparators, would enable Government and public alike
to assess how cost effective Government policies and programmes are, to
understand how cost effective service delivery is, and identify where action is
needed to address poor value for money.”

Response

The government agrees with the aim set out in this recommendation, which is for
users of the annual reports and accounts to be able to understand the cost
effectiveness of government. Users should be able to understand the cost
effectiveness of different decisions, so that Parliament are able to hold
departments to account.
Chapter 7 of ‘The government financial reporting review’ discusses the use of unit
costs and highlights that some departments already publish unit costs in their
annual reports and accounts. When this is the case, for example by HMRC, the
basis for the calculation is given as part of the disclosure, and the same measure is
used between the different indicators for comparison and transparency. The
Financial Reporting Manual prescribes that departments should include unit cost
information for fees and charges income, where material.
Assessing unit costs can be a valuable way of understanding efficiency but there
are good reasons for departments to calculate and share unit costs carefully. They
are highly subjective and can be misleading. Unit costs tend to focus attention on
some activities at the expense of others, and this can lead to perverse incentives
and poor value for money.
Drawing on examples of good practice, the Treasury agrees with the
recommendation and intends to amend guidance to state that unit cost data
should be shared when used for decision making, assuming that doing so will not
cause perverse incentives or reduce value for money. Organisations will be
requested to provide transparency around the basis of calculation and narrative to
support user understanding. Comparative data should also be disclosed where
available.
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‘Accounting for
democracy’:
Paragraph 60

In addition to the “core tables” which are already published, Annual Reports and
Accounts should expand reporting of other information, wherever possible to
show longer time series of other data. In each case this should be accompanied
with narrative, to explain to the reader information, such as explanations for
spending variations over time, which might not be evident from the figures alone.
Time series and accompanying trend analysis should cover a rolling period of five
years past: for income, assets, liabilities and expenditure. Where possible,
projections of future spending should also be extended forward into the remainder
of the Spending Review period. Expenditure and balance sheet trends should be
shown broken down between different policy areas and programmes and
accompanied by helpful narrative explaining the main causes of changes and
impacts on service activity. Information should be adjusted for any changes in the
responsibilities of Departments (such as the movement of the Office for Civil
Society from the Cabinet Office to the Department of Culture, Media and Sport) or
accounting policies, so that it is comparable across a number of years.

Response

The government is supportive of ensuring the transparency and comparability of
data, and agrees that the figures in the annual reports and account should be
presented in detail and with context, including associated explanatory narrative.
Treasury guidance sets out that the performance report should provide contextual
information, including longer time series analysis and comparators going beyond
the prior year, where information is available. The annual reports and accounts are
an accountability focused document, prepared at the end of each financial year,
for users to scrutinise the performance of the organisation in the previous financial
year as well as the outcomes it has achieved as a result of its spending and activity.
However, the government supports transparency of data and as such, information
on future spend is available elsewhere. The Public Expenditure Statistical Analysis,
published by the Treasury, contains statistical information that includes projected
future spend by departmental groups. It is also important that the annual reports
and accounts are laid before Parliament in a timely manner, and that providing
additional detail that is available elsewhere does not create an additional reporting
burden for the preparers of the annual reports and accounts.
To avoid duplication and keep reports readable, revised Treasury guidance will set
out that departments should not repeat disclosures in their annual report and
accounts that are made in another report. Instead they should provide a link to
highlight the information that is already available elsewhere. Chapter 4Chapter 5
of ‘The government financial reporting review’ has established a map of the
financial reporting landscape which will be published on gov.uk, and will signpost
where relevant information may be found by users. Departments will be
encouraged to link to other information that may be found outside the annual
report and accounts. Previous years’ annual reports and accounts are also easily
accessible in the public domain.
During this review the Treasury has identified best practice examples where
departments signposted information well. In future, the Treasury will maintain a
bank of best practice examples for those preparing departmental annual reports
and accounts and encourage departments to provide good quality information
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that is well signposted. These include examples of core tables in the annual reports
and accounts which include time series data for comparison already.
The Treasury will also carry out regular thematic reviews on specific issues in
reporting, to help ensure that departments are implementing the guidance
effectively.
‘Accounting for
democracy’:
Paragraph 92

“The Annual Reports and Accounts should continue to report on spending against
the Estimates. The Treasury should consider whether future Annual Reports and
Accounts need to be adjusted to reflect any changes suggested by the Procedure
Committee in its report on the Estimates process. Given that the Accounts report
against what the Government promised to do in the estimates, it is vital that the
link between the two documents is completely clear. The Treasury should continue
to review how the Estimates and Accounts can be made more consistent with
each other (greater “alignment”).”

Response

Departments continue to report on spending against Estimates in their annual
reports and accounts. The government is committed to alignment between
Estimates and the annual reports and accounts and will continue to review how
they can be made more consistent with each other. This will include the
government reviewing the changes suggested by the Procedure Committee in its
report on the Estimates.
In addition, the map of the financial reporting landscape, included in Chapter 4 of
‘The government financial reporting review’, brings together the government
financial reporting landscape into one place. One of the aims of this, amongst
others, is to create a better understanding of users as to the link between different
financial information, including the single departmental plans, Estimates and the
annual reports and accounts.
The map of the financial reporting landscape will be published on gov.uk and the
Treasury will keep it up to date and look for further opportunities to make use of it
to help Parliament and other users find what they need in government financial
reports.

‘Accounting for
democracy’:
Paragraph 100

“In our view, the Annual Reports and Accounts should enable the reader to see
how final outturn compares to the original plans, set out in the Spending Review
as the Institute for Government has suggested. To do this currently involves
tracking figures between several documents (the Spending Review, Main
Estimates, Supplementary Estimates and Accounts) and is complicated and
technical. Annual Reports and Accounts should provide a simple summary of why
the figures have changed from the Government’s original plans in the Spending
Review or the Budget. This should be incorporated into the annual analysis that we
recommend above. This will enable the House of Commons to hold the
Government to account for changes to its spending plans.”

Response

The government agrees it is important that Parliament can hold the government to
account for what it has spent, and that it is transparent in how different types of
government financial reporting feed into one another.
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The map of financial reporting landscape, in Chapter 4 of ‘The government
financial reporting review’, sets out the relationship between different documents
in the financial reporting landscape. The Spending Review informs the
departmental settlements, which in turn, forms the detailed budgets that are
approved and scrutinised by Parliament through the Supply Estimates process.
Departments then publish their spending against these limits in the annual reports
and account. The purpose of the annual reports and accounts is to hold the
department to account for the money they have been approved to spend in that
financial year, and therefore, the government believes the Estimates Memoranda
are a more appropriate place to track changes in approved budgets than the
annual reports and accounts.
The map of the financial reporting landscape will be published on gov.uk and the
Treasury will keep it up to date and look for further opportunities to make use of it
to help Parliament and other users find what they need in government financial
reports.
‘Accounting for
democracy’:
Paragraph 103

“Parliamentary scrutiny of the Government’s commitments to Parliament should
not be limited to the announced spending limits. The House of Commons should
be able to scrutinise, through the Annual Reports and Accounts, how actual
spending and activity compared to any financial commitments announced to
Parliament, in press releases, or through the media to spend on or cut particular
programmes or policy priorities. The Annual Report and Accounts should include
an audited statement reconciling, as far as reasonably practicable, the financial
commitments made with what eventually happened. This would include financial
commitments made in ministerial announcements to Parliament (either in select
committees or in debates), the Spending Review, the Budget, the Manifestos of
the elected parties and Departmental press releases.”

Response

The government supports the concept of making announcements easier to follow
but does not agree that the annual report and accounts should be repurposed to
track ministerial commitments.
The annual report and accounts is part of a wider landscape of government
financial reports. The purpose of all financial reporting across government is to
enable Parliament and others to hold the government to account for the way that
it has used public money. Within this broader framework and purpose, different
reports fill different roles.
Any financial commitment should impact on a series of publicly available reports
over the course of a Spending Review period and over the relevant annual budget
cycles. The expenditure should be announced, and then shown in the budgets of
the relevant departments. It should be included in Estimates and represented in
the performance measures in the relevant department(s) single departmental
plans.
The role of annual reports and accounts is to show actual outturn, by
organisational unit, looking back at the end of each annual cycle. In this way they
are key to accountability between the accounting officer in each organisation and
Parliament. Government commitments often relate to more than one department
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or organisation, and may cover several years. To hold ministers to account for an
individual announcement therefore often requires more information than is
needed to meet the purpose of annual reports and accounts.
To test this view, the Treasury followed through an announcement in the 2015
Spending Review on the Pothole Action Fund. Chapter 4 of ‘The government
financial reporting review’ sets out the steps followed, and documentation
reviewed, to allow for this tracking to occur. A certain amount of judgement was
required, as an announcement that may seem material to a constituent may not
be material to a department. However, it was possible to follow the
announcement through various reports to evidence of the actual expenditure.
While this experiment is promising, showing how much information is already
available to track government commitments, it also highlights some of the
challenges involved. The government supports the concept of making
announcements easier to follow so will support users to follow reporting on a
specific point of interest from one document to another.
The Treasury has begun to tackle this issue with the map of the landscape of
government financial reporting, and the summary of the approach taken to follow
the announcement relating to the Pothole Action Fund. These tools will be made
available online, and the Treasury will update them and consider further ways to
encourage alignment, links between reports, and transparency for users.
However, following ministerial and other commitments that do not already fall
into these reports would mean repurposing annual reports and accounts to
disclose expenditure that falls outside the activity of the organisation and time
period that they are designed to cover. This would create delays in the publication
of these reports, and make it harder for Parliament to hold government to
account.
The Treasury will therefore revise guidance to highlight that departments should
identify expenditure that relates to significant or high-profile public commitments
in their annual report and accounts. This should happen naturally as single
departmental plans are updated to reflect major announcements. Treasury
guidance already includes a requirement for departments to report against their
single departmental plans in their annual reports and accounts, and specifies that
it should include an overview of actions to deliver on cross-government priorities.

100

‘Accounting for
democracy’:
Paragraph 114

“When Government statistics are published, the publishing Department names a
statistician that MPs and journalists can approach with queries about the meaning
of the published data. A similar practice should be brought into effect with Annual
Reports and Accounts. We recommend that every published Annual Report and
Account should in future contain the contact details of named individuals within
the Department’s finance function whom journalists, MPs, House staff and
members of the public can approach with queries about how the accounting data
can be used for example to illuminate how much is spent on a particular policy
priority or how much a department owes on a Private Finance contract.”

Response

The government believes that due to the scale and scope of financial and nonfinancial information in the annual reports and accounts, as well as due to staff
turnover, it would not always be helpful for annual reports and accounts to
include the contract details for a single named individual.
Departments already provide contact details in their annual reports and accounts
that users can contact. Enquiries can then be passed through the department to
the right person. However, the Treasury will mandate that each department needs
to give a contact email address in their annual reports and accounts, that will be
monitored on a regular basis. Adding individuals’ contact details would not lead to
any better usability of the accounts than is already in existence with the current
processes, and might create difficulties if the named individual left the
organisation.
In addition to this, Parliament has procedures in place to hold a department to
account for the content of the annual reports and accounts, which would not
come through having a named person in the accounts. For example, the Public
Accounts Committee can request to speak to any accounting officer on the
content of their annual reports and accounts, and each department has a select
committee that reviews the relevant departments annual reports and accounts,
and can query the content with departments as necessary.

‘Accounting for
democracy’:
Paragraph 128

“It is important that the Treasury recognise that accounts in the public sector do
very different things to accounts in the private sector and their design should
reflect the different groups of people who use them. Given that, it is important
that although the accounts currently meet the international standards, the
Government makes additional disclosures above and beyond standard corporate
accounting. Otherwise both Parliament and citizens will be unable to use these
documents to hold government to account.”

Response

The Treasury is the standard setter for central government and mandates the
requirements of the annual reports and accounts through the Financial Reporting
Manual. This is based on International Financial Reporting Standards as adapted
and interpreted for the public sector.
In doing this, the Treasury is ensuring that departments annual reports and
accounts meet international standards, with different treatment, where
appropriate, to reflect the different requirements between the private and public
sector.
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‘Accounting for
democracy’:
Paragraph 138

“Materiality for Government Accounts should be disclosed. Whilst witnesses to our
inquiry raised concerns about interest from the media and others pushing down
materiality, this has not happened in the private sector where materiality is already
disclosed. Materiality helps people understand how detailed the audit of the
Accounts has been and how far they should rely upon the auditor’s assurance
about the accuracy of the figures.”

Response

The auditors are responsible for setting the level of materiality that they use for
their audit process. This judgement is the responsibility of the auditor, and the
government is committed to maintaining the independence of the Comptroller
and Auditor General.
The National Audit Office has already provided an independent response to PACAC
on these questions.

‘Accounting for
democracy’:
Paragraph 147

“Several of our witnesses have suggested that there is bias or spin in the Annual
Report sections of Annual Reports and Accounts. The Government should move to
address this by adopting the same principles to which National Statistics are
subject (frankness, impartiality, objectivity and accessibility) for all the data in the
Annual Report and Accounts. The new revised UKSA statistical Code of Practice
should be extended to all accounting data within Departments. The National Audit
Office and UKSA should work together to ensure that the code is adopted by
Departments and to notify Parliament and the public where Annual Reports and
Accounts are currently falling short of its requirements.”

Response

In the original response to the ‘Accounting for democracy’ report, the government
agreed that one of the main purposes of annual reports and accounts is “to
provide a credible and accurate record which can be relied upon”.
There are a number of principles which the annual reports and accounts must
already abide by, for example the generally accepted accounting principles of
consistency, relevant, reliability and comparability. All professional accountants
must apply the principles set out by their qualifying bodies. These are similar to the
National Statistics principles set out above and the annual reports and accounts
will be prepared in reference to these.
A further requirement is that every annual report and accounts includes, in the
accountability report, a statement of the accounting officer’s responsibilities. Each
accounting officer must confirm that he or she takes personal responsibility for
ensuring that the annual reports as a whole are fair, balanced and understandable,
as per the UK Governance Code. The steps that accounting officers take to gain
assurance are set out in general in Chapter 5 of ‘The government financial
reporting review’, and more detail on governance arrangements at each
department can be found in Accounting Officer System Statements.
While the Treasury has identified several examples of best practice where
departments have shared performance against targets in a balanced way, for
example the use of a traffic light system in HMRC’s 2017-18 annual reports and
accounts to show performance against departmental commitments, there is still
scope for improvement. The government considers that this is not due to the lack
of a code of practice, but to challenges associated with implementing the high
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standards already set out for government financial reporting. Therefore, the
Treasury will address this issue by drawing attention to best practice, by feeding
back to departments on the findings of their review, and through amendments to
guidance during a planned zero-based review of the Financial Reporting Manual.
The National Audit Office has already provided an independent response to PACAC
on the questions that fall under the purview of the Comptroller and Auditor
General.

Table A.2: Management information including single departmental plans
‘Accounting for
democracy’:
Paragraph 167

“The Government must give priority to improving management
information. This will mean ensuring the political and administrative
leadership of all Departments is committed to good management
information. This commitment should be included in the appraisal of the
work of Permanent Secretaries and Executive Departmental Board
members. The Government should make clear that it expects the Single
Departmental Plan framework to last for the long term.”

Response

The government is committed to improve the use of management
information, particularly by ensuring that the most senior leaders in
departments are making full use of high quality information to inform
their decision making. Departments are responsible for establishing
appropriate governance and accountability mechanisms, however, Cabinet
Office and the Treasury continue to take steps to improve the operation of
these mechanisms.
The robust and effective use of management information is implicit
throughout the Permanent Secretaries’ performance appraisal process. A
number of inputs are used to inform the appraisal process, among these
are:
• An assessment of performance against the department’s single
departmental plan objectives and indicators. Every department with a
single departmental plan is required to produce regular internal
updates on their progress towards delivery of their single departmental
objectives in the form of quarterly performance reports.
• A report on financial management in the department, compiled by the
Treasury, which gives an overall assessment of the quality of financial
management in the department, including any risk areas on which to
focus.
It is essential for Permanent Secretaries to have a thorough understanding
of the management information in their departments, because it is this
information against which they are judged continuously throughout the
year in terms of single departmental plan updates, Function updates, and
ad hoc audit mechanisms such as Public Account Committee hearings.
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Executive Board members are subject to the common civil service annual
performance process, and as their membership of a board will necessarily
form part of the remit of their work, they will similarly be judged against
their use of good management information to progress work at boardlevel.
The government agrees with the Committee that the centre needs to work
together to ensure departments are using their single departmental plans
internally. Any significant change takes a while to bed in. Cabinet Office
and the Treasury are already engaging with all departments to provide
support to this end. For example, the Cabinet Office and Treasury officials
regularly meet with departments’ planning leads, and Cabinet Office have
set up a Planning Network to help departments share best practice and
consult on the content of the annually revised guidance. Significant
progress has already been made on this front over the past year. For
example, the Chief Executive of the Civil Service agreed with the Ministry
of Defence at their Executive Committee to integrate their single
departmental plan with their internal business plan, the Defence Plan.
The government is also committed to improving single departmental
plans, and making them a more useful tool for departments and the
centre. Cabinet Office and the Treasury have taken four approaches to
help departments produce better plans. Firstly, by facilitating better joinup within departments. The centre is working with departments to better
join up financial and business planning, bringing strategic and finance
directors together through the Planning Peer Group and engaging at
working level through networks and teach-ins.
Secondly, through increasing departmental capability. The Finance
Leadership Group led Planning Peer Group has developed a Planning
Maturity Model, to help departments improve their planning capability.
The Treasury and Cabinet Office also produce a good practice guide for
single departmental plans and encourage departments to share best
practice through planning networks.
Thirdly, through bringing in expertise and challenge. Departments are
required to engage with the Cabinet Office central functions and spending
teams, before finalising their single departmental plans. Spending teams
and the Cabinet Office central functions will attend challenge sessions on
departments’ single departmental plans and provide challenge where
single departmental plans are not satisfactory.
Finally, through increasing accountability by making explicit the
requirement for accounting officers and Secretaries of State to sign off
plans, in addition to Chief Secretary to the Treasury and the Chancellor of
the Duchy of Lancaster providing final sign off.
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‘Accounting for
democracy’:
Paragraph 184

“The Treasury and Cabinet Office should work together in making sure
that Departments use Single Departmental Plans internally. The
Government should ensure that all their major decisions are made on the
basis of a full understanding of the practically available data. They should
also move forward with the other aspects of the Financial Management
Review, developing, for example, better information on the costs of
activity in the public sector and on realistic forecasting.”

Response

The government is fully supportive of the Committee’s recommendation
that the Cabinet Office and the Treasury should encourage departments to
make full use of internal single departmental plans, and in doing so,
ensure that all major decisions are made on the basis of a full
understanding of the practically available data. Departments are
committed to using single departmental plans internally and each
department has its more detailed internal single departmental plan for this
purpose.
The National Audit Office Report 2018 acknowledges that many
departments have aligned their internal decision-making processes with
the single departmental plans they present to the Cabinet Office and the
Treasury, however, the centre is aware that there is still considerable scope
for improvement here across government. The National Audit Office
Report highlighted that a majority (58%) of respondents agreed that their
un-published single departmental plans were used by their senior
management for decision-making. The Treasury and the Cabinet Office will
continue to drive the use of internal single departmental plans as
departments’ key planning and decision-making tool, through fora such as
the Single Departmental Plan Network, and through regular meetings at
official-level between the centre and departments.
Since 2015, the government has monitored performance through single
departmental plans, which provide a set of key indicators and metrics
against each departments’ strategic objectives. Performance monitoring
has been improved further for the 2018-19 planning year. Departments
are now required to submit quarterly performance reports against their
single departmental plan objectives to Cabinet Office and the Treasury.
This supplements the existing information departments already share with
spending teams in support of the ongoing dialogue around spend, risk
and other performance information, drawing on information provided to
department boards.
Spending teams use performance information to inform their decisions,
for example at Spring Budget 2017, analysing the trends and drivers in
delayed transfers of care informed funding decisions for adult social care.
As a result, the government announced an additional £2 billion over three
years for adult social care, with one of the conditions being that the
funding should be used to reduce delayed transfers of care attributable to
social care. Since March last year, delayed transfers of care attributable to
social care have decreased by 39%. The Budget 2018 committed to
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systematically tracking performance and outcomes achieved for the money
invested in public services.
The government is carrying out a range of initiatives leading to ongoing
improvement in government financial management, including:
• implementing the recommendations of Sir Michael Barber’s 2017
report, Delivering better outcomes for citizens, in the creation of the
Public Value Framework which was tested and refined through a series
of pilot reviews in 2018, revised and published early in 2019, ready to
play a central role in the upcoming Spending Review
• implementing the recommendations of the Financial Management
Review, including:
• the launch of the Government Finance Academy in February 2016,
to provide high quality learning and development offers to help
improve financial skills, capability, and talent across the
Government Finance profession
• the creation of new Centres of Excellence such as the Technical
Accounting Centre of Excellence (TACoE)
• the establishment of a Costing Unit in the Treasury to build a more
forensic understanding of the cost of public services

‘Accounting for
democracy’:
Paragraph 185

“Management information should be seen as a key function of a
Department. It should not be seen as a ‘nice to have’ nor confined to the
Finance team. The Treasury and Cabinet Office should ensure that all
senior civil servants are aware that it is impossible for them to deliver
public services effectively or efficiently without good data linking
outcomes to spending and realistic medium term plans.”

Response

Senior civil servants have always been required to demonstrate an ability
to deliver public services through a comprehensive understanding of the
political and economic pressures within which their department operates,
using management information to inform their understanding.
Nonetheless, the Cabinet Office and Treasury are currently pursuing several
programmes to develop this capability further.
One such programme, rolled out across departments at the end of the
2018-19 single departmental plan cycle, is the Planning Maturity Model.
Developed by the Planning Peer Group, a director-level cross-government
working group, the Planning Maturity Model provides departments with a
comprehensive and objective framework through which to assess their
planning capability. In doing so, it encourages senior civil servants to
reflect on how they might improve the quality of their department’s
medium-term planning, in order to more efficiently deliver government
policy and achieve better value for money outcomes for the public. The
Model sets out clear standards for best practice across eight key elements
of business planning. It makes clear, for example, that departments should
be consistently and effectively using performance management
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information to inform future planning at all levels, and that performance
information is linked to financial information and used to determine value
for money. Cabinet Office and Treasury anticipate that departments’
engagement with the Planning Maturity Model will build departments’
planning and performance reporting capability as they move into the
2019-20 single departmental plan cycle.
The Government Finance Function is also working to raise awareness of
the importance of good-quality management information. To this end, for
example, they are delivering a Cross-Government Management Accounts
Project to drive a step change in the standard of financial management
information at board level across government departments, by developing
resources and sharing best practice in management information. They are
also developing key metrics to ensure financial reporting is targeted as
effectively as possible and that the best financial information is made
available to the decision makers who need it.
‘Accounting for
democracy’:
Paragraph 197

“The Treasury and Cabinet Office should work with Departments to ensure
that the full Single Departmental Plans are published, subject to necessary
omissions on grounds of national security or commercial confidentiality.
Departments must, on a quarterly basis, share the full un-redacted Single
Departmental Plans with the Comptroller and Auditor General and his
staff. Unaudited progress reports against the Single Departmental Plans
(with the restrictions above and full access for the National Audit Office)
should be published on a quarterly basis (as recommended by the
Comptroller and Auditor General) so that Parliament is informed of
Departmental progress. These should include commentary on
performance and, where required, actions being taken to improve
outcomes. It is disappointing that the Treasury have rejected a similar
recommendation from the Public Accounts Committee; we urge them to
reconsider.“

Response

The government supports the Committee’s desire to further increase
transparency and the ability for Parliament to hold the government to
account for its spending. However, as the government has already
explained in previous responses to both this Committee and to the Public
Accounts Committee, there should remain a clear distinction between
what departments share externally and what they produce internally as
part of their ongoing business planning processes. The internal single
departmental plans represent a space where departments are able to
develop new policy ideas, and as such they often include commercially
sensitive data which it would not be appropriate or helpful to publish.
Notwithstanding the reasons outlined above as to why the government
will not publish internal single departmental plans, both the Cabinet Office
and the Treasury are exploring the scope for including additional financial
and workforce data and clearer indicators of success for the programme
of work laid out for departments for 2019-20. The government is fully
committed to continuing to improve the published single departmental
plans so they are able to provide both Parliament and UK citizens with the
best possible understanding and scrutiny of departmental objectives and
performance against those objectives.
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Elsewhere, Supplementary Estimates and the associated memoranda
continue to provide additional information including in-year spending and
how the Supplementary Estimate will be applied to achieve departmental
objectives. Annual reports and accounts continue to provide a fuller
picture of financial and non-financial performance at year-end, based on
single departmental plan objectives, where relevant. This year, the
guidance for the annual reports and accounts has been further
strengthened to support improved reporting on the UN Sustainable
Development Goals.
The Cabinet Office and the Treasury will continue to encourage
departments to update their public single departmental plans on a regular
basis, and in light of any changes to the department or new information
received. As the government has already made clear in our response to
other recommendations, we believe there is a strong case to be made
against the publication of internal single departmental plans, and through
extension, against the publication of quarterly performance updates
against internal single departmental plans.
‘Accounting for
democracy’:
Paragraph 198

“The Government should ensure that past performance information
published on performance against Single Departmental Plans remains
available when new information is published so they can be used as
accountability documents in the future, and progress over time can be
easily monitored. As with Annual Reports and Accounts, data from the
Single Departmental Plans should be available in excel format so that users
are able to analyse that data more thoroughly.”

Response

The public versions of single departmental plans and all annual reports
and accounts already remain available on the government’s website, even
once they have been superseded by a newer version of the document. This
ensures that they can continue to be used as accountability documents in
the future, and will allow for progress over time to be understood.
Many data sets can be downloaded in spreadsheet format, though the
government does not make this a requirement for departments. The
government will continue to review the accessibility of data and will make
changes as needed to support transparency.
Meanwhile, the Treasury and the Cabinet Office will continue to make
improvements to the public plans, to enhance their usability and
transparency. This will include:
• improving workforce and financial information
• additional and improved performance indicators
• aligning the internal processes and timetable for producing public and
internal plans
Cabinet Office and the Treasury continue to look for new ways to improve
the public plans. In order to make headway on this for the future, the

108

government has engaged with the Office for National Statistics, the
Institute for Government and the National Audit Office ahead of the next
planning round.
‘Accounting for
democracy’:
Paragraph 202

“Departments should report against their Single Departmental Plan in their
Annual Report and Accounts in a consistent format throughout. Such
reporting should provide a complete financial and performance picture of
the Department’s activity for the year.”

Response

The Treasury’s guidance states that departments must report against their
single departmental plans in their annual reports and accounts. It sets out
that the annual reports and accounts should present a clear picture of the
departmental group’s aims, activities, functions, and performance and
where appropriate, be aligned to their single departmental plans. Whilst
the guidance requests that departments report against their single
departmental plans in a way which enables external understanding of
performance and value for money achieved, the government does not
prescribe a set template for departments to abide by. This is because we
believe departments should be afforded flexibility in determining how to
report their performance, according to how they have structured their
strategic objectives within their single departmental plans.
As part of the bank of best practice examples, the Treasury will include
examples where departments have reported against their single
departmental plans in the annual reports and account in a consistent and
comprehensive manner.

Table A.3: Users of financial reporting
‘Accounting for
democracy’:
Paragraph 17

“Annual reports and accounts must be clearly presented so nonaccountants can read and make use of them.”

Response

The government agrees that annual reports and accounts should be able
to be used by individuals who are not accountants.
From the review into departmental accounts as set out in Chapter 6 of
‘The government financial reporting review’, the Treasury has concluded
that since ‘Simplifying and streamlining’, the presentation of annual
reports and accounts has improved, allowing the user to more easily and
quickly gain an overview of the entity. The government agrees that
departments should continue to improve the presentation and use of plain
English, including removing lengthy technical language where possible, in
the annual reports and accounts to make the reports more user friendly.
Going forward, the Treasury will highlight and promote best practice both
in guidance and in a database of best practice examples, to support
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departments in continuing to make their annual reports and accounts
more user friendly.
‘Accounting for
democracy’:
Paragraph 24

“Accounts would be better used if they were prepared more often with
the ultimate readers in mind, for example, commentators on public policy,
peers and MPs and their researchers.”

Response

The government agrees it is important for the annual reports and accounts
to reflect the needs of the ultimate reader
As set out in Chapter 3 of ‘The government financial reporting review’, the
Treasury prepares its guidance to departments for the preparation of
annual reports and accounts with the ultimate reader in mind, who is
Parliament. Where there is no conflict between the needs of different
users, the annual reports and accounts are prepared with the intention of
meeting the needs of all users, but where there is a conflict, the needs of
Parliament will prevail.
The Treasury is doing a zero-based review of the Financial Reporting
Manual and in doing this, will review the guidance to ensure it reflects the
need for entities to think about the needs of their users whilst compiling
their annual reports and accounts.

‘Accounting for
democracy:
Paragraph 25

“The Treasury should identify good practice, and share and encourage its
adoption by other Departments.”

Response

The government agrees that it would be beneficial for best practice
examples to be shared between the preparers of the annual reports and
accounts, and for departments to be able learn from each other
The Treasury has identified good practice within its review of the
departmental annual reports and accounts, and will make a bank of best
practice examples to be utilised by preparers of annual reports and
accounts.
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‘Accounting for
democracy’:
Paragraph 27

“It is clear that Annual Reports and Accounts are hard to follow. Nonaccountants and commentators like the King’s Fund and Taxpayer’s
Alliance do not find them as useful as they should be. Professor Prowle
and Dr. Harradine are right to call for more systematic information about
who is using Accounts, what figures and facts they are using from them
and what they think about the documents. We recommend that the
Treasury carries out research to identify how many people are buying and
downloading Annual Reports and Accounts, who current readers are,
what those readers think and who the potential readership is likely to, or
should, include. We further recommend that the Treasury should regularly
seek to find out what potential users of the Annual Reports and Accounts
(including those who submitted evidence to our inquiry) think about how
they could be improved to make it easier to assess the effectiveness of
Government spending.”

Response

The government is supportive of making the annual reports and accounts
easier to use in assessing the effectiveness of government spending. The
government will continue to work with departments, and internal and
external users of accounts, to help support continuous improvements in
government financial reporting.
Chapter 6 of ‘The government financial reporting review’ identifies that
since ‘Simplifying and streamlining’, there has been an increase in the
usability of the annual reports and accounts, for example with all
departments organising their annual reports and accounts to the revised
three-part structure and now including a clear statement of the purposes
and activities of the organisation. However, there are some variations
across the different departments and there are still improvements that can
be made to government financial reporting.
The Treasury formed an Advisory Board for the review, which included a
range of members, including the Scrutiny Unit and two external
organisations identified by PACAC as independent representative of public
users of government reporting. The Treasury also reached out to a range
of financial reporting experts from both the private and the public sector,
as well as other interested stakeholders. The Advisory Board has provided
an invaluable perspective and members have shared many insights into
how annual reports and accounts could be made more user friendly. There
has been a wider discussion around the users of the annual reports and
accounts, including an appreciation that whilst there are multiple users,
from journalists, to members of the public, Parliament is the main user of
the annual reports and accounts, which are a way for departments to be
held to account for spend.
To build on this engagement, the Treasury intends to organise a group of
user representatives to meet on an ongoing basis, to discuss
improvements to government financial reporting. The Treasury will also
support departments to reach out to users, and to take full advantage of
feedback provided by their select committees.
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‘Accounting for
democracy’:
Paragraph 31

“Departments and the Treasury should consider always that the demands
of public sector users of financial information differ from those of private
sector users and therefore they may need to provide them with additional
explanations and information.”

Response

The government agrees that the demands of public and private sector
users of financial information may differ.
The Treasury is the standard setter for central government and mandates
the requirements of the annual reports and accounts through the
Financial Reporting Manual. The Financial Reporting Manual includes
requirements for disclosures that go beyond those requested by the
private sector, to demonstrate the understanding that the demands of
private sector and public sector users of financial information are different.
For example, central government annual reports and accounts must
include the Statement of Parliamentary Supply and accompanying notes
to enhance parliamentary accountability.

‘Accounting for
democracy’:
Paragraph 32

“Whilst the Treasury’s reforms are a good first step, the way they have
been implemented by different Departments, within a broad framework,
currently varies widely. It is clear from the evidence provided to us that, on
their own, the reforms as currently implemented will not necessarily
provide Annual Reports and Accounts that completely fulfil the needs of
potential users. Departments should make concerted efforts to present
financial data in a way that clearly links measurable outputs and
outcomes, and is useful to readers.”

Response

The government supports the Committees view that there should be
continued strengthening of performance reporting, including against key
performance indicators, objectives, and risks and outcomes.
One of the key focuses of ‘Simplifying and streamlining’ was to improve
annual reports and accounts by enhancing their structure and refining the
information they contain. The government believes it is important to
support the continuing improvement of the usability of the annual reports
and account and therefore agrees that departments should make
concerted efforts to present financial data in a way that clearly links
measurable outputs and outcomes, and is useful to readers.
The government is committed to building on existing best practice to
make reports more accessible, and to use every opportunity to help users
navigate the financial reporting landscape. In Chapter 6 and Chapter 7 of
‘The government financial reporting review’, the Treasury has considered
the main departments annual reports and accounts, both pre- and post‘Simplifying and streamlining’ and intends to give constructive feedback to
departments on these findings, as well as to share best practice examples
through a database to be made available to all those preparing
government financial reporting. In doing this, the Treasury will support
departments in continuing to fulfil the needs of users.
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‘Accounting for
democracy’:
Paragraph 33

“It is disappointing that the Treasury have not monitored any changes in
the way that accounts have been used since the reforms of 2015–16. As
we recommend above, the Treasury should monitor the use of accounts to
identify good practice. Where good practice already exists, Departments
should be encouraged to learn from it. We also believe further reform is
needed to address more directly the need for greater transparency and
address needs of users.”

Response

The government fully agrees that it is important that the annual reports
and accounts are accurate and transparent, so that MPs, the public, and
others, can take decisions based on good quality information.
The Treasury has considered the content of the main departments annual
reports and accounts since ‘Simplifying and streamlining’, in Chapter 6 of
‘The government financial reporting review’. This review was done in the
2018-19 financial year to allow opportunity for the new practices since
‘Simplifying and streamlining’ to become embedded. Before this, the
Treasury has informally engaged with departments for feedback since
‘Simplifying and streamlining’, and has liaised with the Scrutiny Chair.
The Treasury has reviewed improvements in government financial
reporting, and identified best practice examples from departmental
accounts. From this, a database of best practice examples will be made
available to all those preparing government financial report to allow
departments to continue to learn from each other and improve the
usability of annual reports and accounts. This database will be regularly
reviewed and added to with further best practice examples.
The Treasury will continue to work with both internal and external users of
the accounts to better understand the needs of users, and how data is
used by different users. Doing this will inform the government’s thinking,
for example by influencing the topic of the Treasury’s thematic reviews,
which will assist departments to continue to make annual reports and
accounts more user friendly.

‘Accounting for
democracy’:
Paragraph 64

“Annual Reports and Accounts should routinely be published in Excel or
another similar usable format, so that analysts (whether inside Parliament,
for which see below in Chapter 4, or outside in civil society) can swiftly
extract the data and make use of it. The Treasury, working with
Departments, should strive to improve Annual Reports and Accounts
against the open data ranking system devised by Full Fact and endorsed
by the Public Administration Select Committee in 2014.”

Response

The government agrees that users of the annual reports and accounts
should easily be able to make use of the data provided, including by
providing more data in accessible spreadsheet formats.
The ways in which information is shared and used is constantly
developing, in line with technical advancements and the changing
expectations of users. Modern technology has helped drive improvements
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in financial report, for example new tools for graphic design and online
publication have created new possibilities for report presentation.
Annual reports and accounts published by departments must also develop
to keep in line with technological advances. The Financial Reporting
Manual already requires departments to publish their core tables in a
spreadsheet format to be viewed and downloaded in the same place as
the annual reports and accounts. The Treasury will strengthen the
guidance to support best practice of publishing other data from the
annual reports and accounts in an accessible spreadsheet format.
However, the government is mindful that to ensure annual reports and
accounts are relevant, the administrative deadline for laying the
documents in Parliament is within three months of the year end. The
government is committed to ensuring that the annual reports and
accounts are timely to enable proper and effective Parliamentary scrutiny.
Therefore, the publication of data in spreadsheet format may sometimes
need to follow the publication of the annual reports and accounts
document, as to not delay the laying of the accounts.
Opportunities for improved financial reporting highlighted by this review
will feed into government planning for digital transformation. The
Treasury will ensure that the needs of the external users of government
financial reports are considered as data systems are developed. The
Treasury also intends to promote changes that support future digital
reporting, such as the effective tagging of data and the use of a modular
report structure.
‘Accounting for
democracy’:
Paragraph 66

“The Government should use modern technology to make the Accounts
useful to outsiders, for example making them touchscreen friendly so that
the data can be organised in different ways. The accompanying narrative
should be shorter, written in plain English and accompanied by summary
data and insightful graphics.”

Response

Modern technology has helped drive improvements in financial reporting.
For example, new tools for graphic design and online publication have
created new possibilities for report presentation. The government is keen
to work with departments to ensure that they are making full use of the
technology available as well as future developments as they become
available, to produce more usable annual reports and account.
From the review into departmental accounts, the Treasury has concluded
that since ‘Simplifying and streamlining’, the common use of infographics
has improved the look and feel of the annual reports and accounts,
allowing the user to more easily and quickly gain an overview of the
entity. The government agrees that departments should continue to use
visualisation to enhance their reports, and should continue to focus on the
use of plain English in the annual reports and accounts to make the
reports more user friendly.
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Going forward, the Treasury will highlight and promote best practice both
in guidance and in a database of best practice examples, and encourage
departments to utilise the opportunities technological advances provide.
The government also intends to bear the annual reports and accounts in
mind when creating the digitalisation agenda.

Table A.4: Other stakeholders
‘Accounting for
democracy’:
Paragraph 73

“We recommend that the Treasury make FRAB more representative of the
consumers of Accounts and more attuned to users’ requirements, by
increasing representation on the Board of users or user groups. We further
recommend that Treasury and FRAB should consider how, within the
framework of recognised accounting standards, Accounts could be made
more useful and responsive to the needs of users, providing the sort of
information we have proposed within this report.”

Response

The aim of the Financial Reporting Advisory Board is to promote the
highest possible standards in financial reporting by the government.
Currently, the Financial Reporting Advisory Board includes independent
representatives from the accountancy profession in the private and public
sectors, academia and a Parliamentary observer as well as government
bodies. The Financial Reporting Advisory Board is also attended by the
Parliamentary Scrutiny Unit.
The Treasury has had discussions with the Financial Reporting Advisory
Board over the content of the PACAC report and the potential for greater
user involvement in considering proposed changes to accounting policy
and practice. The Treasury will continue to support the Financial Reporting
Advisory Board, as the secretariat, but is mindful of the importance that
the independence of Financial Reporting Advisory Board is maintained.
However, discussions are ongoing with the Board to consider expanding
its role to developments and improvements in financial reporting in the
public sector.
In order to ensure ongoing engagement with users, a separate group will
be established to build on the relationships formed during ‘The
government financial reporting review’ in 2019 and any follow up work.
This group of external users will share insights, on an advisory basis, to
support the continuous improvement of government financial reporting.
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‘Accounting for
democracy’:
Paragraph 74

“Select Committees should consider the suggestion made by the Director
of Full Fact that they should have an annual hearing not simply on the
Annual Report and Accounts, but on the information published by
Government Departments (including Accounts) more generally.
Departments should take note of what select committees have to say on
how Annual Reports and Accounts of individual Departments could be
made more useful to their readership, within the general requirements of
accounting standards, audit and consistency. The Treasury should also
influence Departments to follow the example of the Department of Health
in consulting specialist think tanks and researchers about what
information they would like the Department’s Annual Reports and
Accounts to disclose (in addition to the information the Treasury
mandates to maintain consistency between Departments).”

Response

Select committees are independent of the government and it is not for the
government to determine the content of a select committee hearing.
However, the government is fully supportive of the role the select
committees play and believes departmental select committees should play
an important role in determining specific content in the annual report and
accounts and the government strongly encourage departments to consult
with select committees and user groups.
Departmental select committees have the opportunity to give feedback to
departments during the year on the content of the annual reports and
accounts, including advising how to make them more useable for
Parliament. The government agrees it is important for the annual reports
and accounts process that the relationship between departments and their
select committees continues to be utilised and the government is ready to
provide support as required.

‘Accounting for
democracy’:
Paragraph 91

“Annual Reports and Accounts should be the cornerstone of Parliamentary
accountability. The House of Commons should, through the Accounts,
have the ability to hold the executive to account for its spending, against
plans account in the Estimates and Spending Review.”

Response

The government agrees the annual reports and accounts are a cornerstone
of Parliamentary accountability. The purpose of the annual reports and
accounts is for Parliament to scrutinise the spending of government and
to hold government to account, as a vital part of the annual accountability
cycle.

‘Accounting for
democracy’:
Paragraph 95

“We support the Public Accounts Committee and its Chair in their
intention to take evidence from senior civil servant about excess votes
where the Committee deem it necessary. We urge the Government to
consult with the Public Accounts Committee to ensure it has enough time
to do this.”

Response

The government is supportive of the role the Public Accounts Committee
plays in holding government to account for how its actual spend
compares to its Estimates, through the excess vote procedure. The
government will support the Public Accounts Committee in their role
wherever possible.
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‘Accounting for
democracy’:
Paragraph 113

“Many Members of Parliament will wish to continue to rely upon the work
of the National Audit Office and the Scrutiny Unit to alert them to issues
in the accounts. However, it is also clear that Members have welcomed
the opportunity to understand more about what information is available
within these documents and how they and their staff can use them. We
therefore encourage the National Audit Office and Scrutiny Unit to
continue to publicise the information contained in the accounts and to
offer training to Members, their staff and other Parliamentary staff in how
to use the accounts.”

Response

Members of Parliament play an important role in the accountability and
transparency element of government. The Treasury will continue to
support the National Audit Office and Scrutiny Unit in publicising the
information contained in government financial reporting, and is keen, on
request, to offer training to Members, their staff and other Parliamentary
staff in how to use the accounts.

‘Accounting for
democracy’:
Paragraph 130

“Professor Heald argues that Accounts give us assurance that the
Government knows what it spends money on, and can measure it
accurately. At the moment, we do not have summarised data that enables
us to check how many of the Government’s published Accounts are either
accurate or properly compiled. The National Audit Office should publish
an annual report which identifies how many Accounts are qualified, why
they were qualified and what that tells us about the Government’s ability
to manage its finances effectively.”

Response

The National Audit Office plays a fundamental role in the annual reports
and accounts process and has been kept involved in this review as an
observer on the Advisory Board.
The government maintains that low numbers of qualified accounts are an
important measure, revealing that in a clear majority of cases, the public
and Parliament can, and should have, confidence in the accuracy of the
figures reported by the government.
In order to improve transparency around the many different ways that
accounting officers gain assurance over financial and performance reports
they sign off, and the other sources of assurance available to users of
annual reports and accounts, Chapter 5 of ‘The government financial
reporting review’ gives an overview of the processes in place to enhance in
the trustworthiness of financial reporting.
In their response to the first ‘Accounting for democracy’ report, the
National Audit Office stated, “the number of non-standard opinions and
auditor reports (including qualified opinions) is typically small each year so
it would not be difficult to publish a list of non-standard reports by the
C[omptroller] & A[uditor] G[eneral] each year”.3 The government will
support the National Audit Office in their decision whether or not to
publish this information.

3 Accounting for democracy Revisited: The Government Response and Proposed Review, PACAC 2018, p.70
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‘Accounting for
democracy’:
Paragraph 139

“The Government’s support for the Comptroller and Auditor General and
the NAO is welcome and important. The NAO’s role is constitutionally
vital, both as the auditor of value for money in the public sector and as
the auditor of the Accounts. As Government’s independent auditor, the
NAO assures Parliament that it can rely upon the financial data published
in unqualified Accounts to scrutinise the Government. Irrespective of the
format or the contents of Annual Reports and Accounts, the NAO’s
valuable role must be protected.”

Response

The role of the Comptroller and Auditor General, and that of the National
Audit Office are written into the Government Resources and Accounts Act
(2000) and therefore this role is protected by legislation. The government
continues to recognise and support fully the important role and
independence of the National Audit Office.

‘Accounting for
democracy’:
Paragraph 149

Departments should also subject the performance data and commentary
in their Annual Report to an authoritative audit of the accuracy,
completeness and objectivity of the data and statements made, to enable
citizens and their representatives to obtain a full and unbiased view of the
Department’s performance. This audit should go further than the NAO’s
current audit of the annual report for consistency with the accounts. This
audit should be conducted by an independent body, potentially the NAO,
if it considers it appropriate, or UKSA. This audit should assess the
accuracy of the statistics used in assessing performance, whether the
Department has used a complete set of statistics in that assessment, and
how true and fair the commentary provided in the report is.

Response

The government is committed to maintaining the independence of the
Comptroller and Auditor General.
The National Audit Office has already provided an independent response
to PACAC on the questions that fall under the purview of the Comptroller
and Auditor General.
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Annex B
Government financial reporting
landscape data table
Table B.1: Government financial reporting landscape data table
Report name

Description

Produced by? Covers time
period?
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Spending Review The Treasury carries out Spending
Treasury
Reviews to determine how to spend
public money – usually over a multiyear period - in line with the
government’s priorities.

Reporting
cycle

When
produced?

Category

Laid in
Parliament?

Main user

Usually
Usually every No set date
multiple years 3 - 5 years

Medium Term Yes
Planning

Parliament

Usually every No set date
Departments Set out
objectives for 3 - 5 years
the duration
of Parliament,
and updated
annually

Medium Term No
Planning

Internal,
Government,
Public,
Parliament

Annual
Planning

Parliament

Single
departmental
plans

Single departmental plans set out a
department’s objectives, resource
allocations, how its risk will be
managed, and its performance
measured.

Budget

The Budget is a statement the
Treasury
Chancellor of the Exchequer makes to
the House of Commons on the
nation’s finances and the
government’s proposals for changes

Financial year Annual

Autumn

Yes

Report name

Description

Produced by? Covers time
period?

Reporting
cycle

When
produced?

Category

Laid in
Parliament?

Main user

Spring and
Autumn

Annual
Planning

No

Government,
Public,
Parliament

Summer

Annual
Planning

No

Government,
Public,
Parliament

Parliament

to taxation and spending. The Budget
also includes forecasts for the
economy by the Office for Budget
Responsibility.
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Office for
Budgetary
Responsibility
Reports Economic and
fiscal outlook

Five year forecasts for the UK
Office for
economy and public finances and an Budgetary
assessment of whether the
Responsibility
Government is likely to achieve its
fiscal targets

5 years
Twice
outturn and annually
remainder of
the Spending
Review

Office for
Budgetary
Responsibility
Reports - Fiscal
sustainability
report

Long-term projections of the UK
public finances and public sector
balance sheet analysis.

Estimates

Supply Estimates are the bi-annual
Treasury /
process by which the Treasury
independents
presents the government’s spending
plans, based on departmental
settlements allocated at the Spending
Review, to Parliament for approval.
This covers ‘Main Estimates’ and
‘Supplementary Estimates’.

Annual,
Twice
financial year annually
(April XYMarch XZ)

Spring and
Summer

Annual
Planning

Yes

Estimates
memoranda

Government departments are
Departments Annual,
Twice
required to produce an Estimates
and
financial year annually
Memorandum for the relevant select independents (April XYcommittee to explain what is
March XZ)
proposed in their Main Estimate and

Spring and
Summer

Annual
Planning

No but shared Parliament
with select
committees

Office for
50 years
Budgetary
Responsibility

Every two
years

Report name

Description

Produced by? Covers time
period?

Reporting
cycle

When
produced?

Category

Laid in
Parliament?

Main user

Annual,
Annual
financial year
(April XYMarch XZ)

Summer

Annual
Planning

No but shared Parliament
with select
committees

Departments Forward
Annual
looking assessing the
system at time
of publication

Summer

In-year
reporting

No

Internal,
Government,
Public,
Parliament

Cabinet Office In-year
central
reporting
releases in
December

No

Public,
analysts

how proposals compare to past
spending plans.
Scrutiny Unit data The visualisations show spending
Parliamentary
visualisations
trends, changes since last year and
Scrutiny Unit
how current plans for 2018-19
compare to original proposals in the
2015 Spending Review, together with
some context. Also, an interactive
spending chart showing all
government spend
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Accounting
Officer System
Statements

Accounting Officer System
Statements set out to Parliament all
of the accountability relationships
and processes within a department.

Government
Transparency
Data

Wide range of transparency data
Departments, Month or year Monthly or
published by individual departments arms’-length
annually
including Central government
bodies, and
spending over £25k, contracts over independents
£10k and Gender Pay Gap
information. Cabinet Office also
produce cross-government data on
Civil Service sickness and absence
data, Ministers’ interest declarations,
Ministers’ salary data, Senior civil
servants’ names, grades, job titles and
annual pay rates, Special advisers’
names, grades and annual pay.

Report name

Description

Produced by? Covers time
period?

Reporting
cycle

When
produced?

Category

Laid in
Parliament?

Main user

The dataset provides quarterly
The Treasury Year to date
updates to monthly outturn data. The via
spending by
outturn information is taken from
departments, month
OSCAR data submitted by
arms’-length
departments. The public will be able bodies and
to see monthly patterns in spend by independents
organisations reporting data on
OSCAR. At the same time, users will
be able to drill down beneath
previously released high-level
aggregates.

Quarterly

Quarterly

In-year
reporting

No

Public,
analysts

Gov.uk Registers provides structured
datasets of government information
OSCAR data
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Public Sector
The public sector finances statistical Office for
Finances Bulletin bulletin is published jointly by the
National
Office for National Statistics and the Statistics /
Treasury on a monthly basis and
Treasury
provides the latest available estimates
for key public sector finance statistics,
such as public sector net borrowing,
public sector net debt and public
sector current budget deficit/surplus.

Snapshot of Monthly
fiscal
aggregates as
well as timeseries data

Monthly

In-year
reporting

No

Public,
analysts

Public Sector
Spending
Statistics

5 or 21 years Quarterly

Quarterly

In-year
reporting

No

Public,
analysts

Treasury Public Spending Statistics
Treasury
provide a range of information about
public spending, showing central
government spending by department
on a budgetary basis over 5 years,
public sector spending by service over
5 years, and public sector spending

Report name

Description

Produced by? Covers time
period?

Reporting
cycle

When
produced?

Category

Laid in
Parliament?

Main user

by function and economic category
over 21 years.
Single departmental plans set out a
department’s objectives, resource
allocations, how its risk will be
managed and its performance
measured.

Usually every Summer
Departments Annual,
financial year 3 - 5 years
(April XYMarch XZ)

In-year
reporting

No

Internal,
Government,
Public,
Parliament

Annual report
and accounts

Annual reports and accounts present
a department’s performance against
its objectives, its governance and
management of risks and the
outcomes it has achieved as a result
of its spending.

Departments,
arms-length
bodies,
independents

Whole of
Government
Accounts

Public
Expenditure
Statistical
Analyses
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Single
departmental
plans update

Annual,
Annual
financial year
(April XYMarch XZ)

Summer

Outturn
reporting

Yes

Parliament

The Whole of Government Accounts Treasury
is a consolidated set of financial
statements for the UK public sector.
The Treasury prepares it annually,
bringing together the audited
financial results of over 6000 entities.
The Whole of Government Accounts
includes central government
departments, academies, devolved
administrations, NHS trusts, local
authorities and public corporations
such as the Bank of England.

Annual,
Annual
financial year
(April XYMarch XZ)

Spring

Outturn
reporting

Yes

Parliament

Public Expenditure Statistical Analyses Treasury
is the yearly publication of
information on government
spending. It brings together recent

5 years
Annual
outturn and
remainder of
SR

Summer

Outturn
reporting

Yes

Parliament

Report name

Description

Produced by? Covers time
period?

Reporting
cycle

When
produced?

Category

Laid in
Parliament?

Main user

Annual

Summer

Outturn
reporting

No

Government,
Public,
Parliament

Infrastructure and The Infrastructure and Projects
Infrastructure Annual,
Annual
Projects Authority Authority Annual Report publishes
and Projects financial year
Major Projects
the whole life cycle costs on projects Authority
(April XYReport
in the Government Major Projects
March XZ)
Portfolio which comprises the most
complex and strategically significant
projects and programmes across
government, based on figures from
their business cases.

Summer

Outturn
reporting

No

Government,
Public,
Parliament

Departmental
statistics

National and official statistics relating Departments, Month or year Monthly or
to the department's policies and
arms-length
annually
priorities
bodies,
independents

Monthly or
annually

Outturn
reporting

No

Government,
Public,
Parliament

Official
Development
Assistance
Reporting1

This is an annual publication that
provides provisional statistics about
the amount of Official Development
Assistance the UK has provided as a
proportion of Gross National Income.

Autumn

Outturn
reporting

No

Government,
Public,
Parliament,
OECD

outturn data, estimates for the latest
year, and spending plans for the rest
of the current spending review
period. It also shows spending by
region.
Office for
Employment statistics for the Civil
Office for
National Statistics Service population, providing regional National
Civil Service
analyses, diversity and earnings data. Statistics
Statistics
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1 Included as examples of regular reporting specific to one department.

Department
for
International
Development

Snapshot as
at 31 March

Calendar year Annual
(ODA),
Financial Year
(GPEX)
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Report name

Description

Produced by? Covers time
period?

UK Defence in
Numbers

Breakdown of total UK defence spend Ministry of
and how it meets NATO target and Defence
compares with other countries'
defence spend

Public Finance
Initiative data

High level cross-government report
and detailed data on Public Finance
Initiative projects in government

National Audit
Office Value for
Money Studies

Each study examines a major area of National Audit The National Regularly
government expenditure, and our
Office
Audit Office
objective is to form a judgement on
undertakes
whether value for money has been
around 60
achieved, which Parliament use to
value for
hold government to account for how
money studies
it spends public money
each year.

Treasury /
Infrastructure
and Projects
Authority

Reporting
cycle

When
produced?

Category

Laid in
Parliament?

Main user

Annual,
Annual
financial year
(April XYMarch XZ)

Autumn

Outturn
reporting

No

Government,
Public,
Parliament,
NATO

Annual,
Annual
financial year
(April XYMarch XZ)

Autumn

Outturn
reporting

No

Government,
Public,
Parliament

Regularly

Independent Reports form Government,
scrutiny
the basis of Public,
Public
Parliament
Accounts
Committee
inquiries

Annex C
Government financial review
actions and recommendations
Table C.1: Chapter 2 actions and recommendations
Paragraph Action
2.11

The Treasury will carry out regular thematic reviews focusing on different issues
in government financial reporting.

2.12

The Treasury will form a user engagement group, meeting twice a year and
bringing together preparers and users of government financial reports.

2.13

Opportunities for improved financial reporting highlighted by this review will
feed into government planning for digital transformation.

2.13

The Treasury will ensure that the needs of the external users of government
financial reports are considered as data systems are developed.

Table C.2: Chapter 3 actions and recommendations
Paragraph Action
3.7

Departments are recommended to engage early with select committees and seek
feedback on whether financial and performance reports are meeting their needs.

3.17

The Treasury will continue to uphold the principle of balanced reporting in
revised guidance, will enhance risk reporting, and will collect and share more
best practice examples over time to encourage ongoing improvement.

3.23

The Treasury will use the disclosure checklist questions to inform future reporting
guidance, and will include them in the revised Financial Reporting Manual for
those preparing government financial reports to refer to.

3.24

The Treasury will ensure that the other principles in this chapter are reflected in
the revised Financial Reporting Manual, including the four purposes for reporting
set out by PACAC.

3.25

The Treasury will support the implementation of best practice by building up a
bank of best practice examples and making these available to preparers of
financial reports across government.
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Table C.3: Chapter 4 actions and recommendations
Paragraph Action
4.10

The Treasury will monitor the financial reporting landscape to make sure that it
remains relevant and accurate and will continue to seek views from a wide variety
of stakeholders and users.

4.91

This map of the financial reporting landscape, and the supporting data table in
Appendix 2, will be published on gov.uk, and kept updated.

4.93

The Treasury will consider what more can be done to signpost the connections
between documents such as Estimates, Estimates Memoranda, single
departmental plans, and annual reports and accounts to enable users to track
significant or formal commitments which have been made to spend public
money.

Table C.4: Chapter 5 actions and recommendations
Paragraph Action
5.4

The Treasury will also consider how further transparency and trust can be
enhanced in future reporting cycles.

5.10

The Treasury will review its approach to guidance on accounting officer
statements of responsibility and support departments to share more effectively
how they build trust in reporting.

5.12

Future Treasury guidance will support departments to bring suitable references
and links to their Accounting Officer System Statements into their annual report
and accounts, where they do not already do so.

5.34

The Treasury will update the requirements to support better disclosures of
accounting officer responsibilities, and to raise the profile of Accounting Officer
Systems Statements.

5.35

The Treasury will introduce new requirements for risk disclosure including the
identification and managements of risks, and how those risks have changed
during the period, the impact of those changes, and management’s response.

5.37

The Treasury will continue to challenge departments to be clear about what
elements of their reports are audited.

Table C.5: Chapter 6 actions and recommendations
Paragraph Action
6.16

During the zero-based review of the Financial Reporting Manual, the Treasury will
encourage departments to include multiple years’ worth of comparative data as
standard when figures are shared in the Performance or Accountability Reports,
with narrative to explain the changes. Which could be presented in a table or
visually as a graph.
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6.26

As discussed in chapter 5, the Treasury plans to enhance mandatory risk
reporting.

6.35

Departments should ensure their performance report include a balanced
reflection on progress against the goals shared in single departmental plans.

6.35

Departments should also review the discussion of anticipated future changes in
their annual reports and accounts to make sure that it gives users enough
context.

6.36

Departments should continue to use visuals to enhance user understandability.

6.37

Departments should improve reports further by making more use of trend data
over a number of years, and should consider where information is best placed in
order to tell their story.

6.39

Departments should continue to provide the key accountability and governance
disclosures and, where accountability disclosures appear in another section of the
report, references and links should be provided in the accountability report.

6.40

The Treasury will engage with departments to share the findings of this review,
and will promote continuous improvement through updates to the Financial
Reporting Manual, future thematic reviews, and the planned bank of best
practice examples.

Table C.6: Chapter 7 actions and recommendations
Paragraph Action
7.6

The Treasury will use all of the best practice examples shared in this report as the
basis for its bank of best practice examples. This will be updated regularly and
made available to all those preparing government financial reports.

7.17

The Treasury will encourage departments to consider how the map of the
landscape developed for this review can be used by those preparing annual
reports and accounts to help their users find the information they need.

7.30-31

Departments should use their judgement, guided by the unit cost checklist
provided in paragraph 7.31, to determine whether to publish unit cost data. This
should support the general purpose of the performance report: to tell the
department’s story.

7.35

During the zero-based review of the Financial Reporting Manual, the Treasury will
promote fundamental principles including:
• performance reporting should be organised according to the activity of an
organisation, reflecting the information used by internal decision-makers
• this should be consistent with, and build from, the business planning that has
taken place through the single departmental plan

7.36

During the zero-based review of the Financial Reporting Manual, the Treasury will
look to revise guidance to support further disclosures in these areas:
• unit cost data should be shared if it is used for decision-making, with
transparency around the basis of calculation and narrative to support user
understanding
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• Staff turnover data should be published, on a consistent basis, across central
government.
7.37

During the zero-based review of the Financial Reporting Manual, the Treasury will
revise guidance provided by departments, encouraging:
• the use of simple indicators such as the red/amber/green model followed by
HMRC to discuss outcomes against aims
• a ‘comply or explain’ approach to the disclosures in the performance report departments should prioritise telling their story, but if they choose not to
follow best practice to do so they must explain why not

7.38

During the zero-based review of the Financial Reporting Manual, the Treasury will
also enhance transparency by strengthening financial reporting requirements to
better reflect the reporting of risks, how they change over time and how they are
managed.

7.50

The Treasury will take steps to ensure that the transparency and accountability
provided by good financial reporting is enhanced as new reporting tools become
available over time:
• opportunities for improved financial reporting highlighted by this review will
feed into government planning for digital transformation
• the Treasury will promote changes that support future digital reporting, such
as the effective tagging of data and the use of a modular report structure

7.51

The Treasury will promote best practice on presentation when revising financial
reporting guidance, for example:
• how graphics can be made accessible to those with different perception
needs, such as different colour vision
• the use of links to connect different parts of the same report so that a long
document is easier to navigate
• the use of formatting in text, tables, and graphics to make financial reporting
more readable

7.61

The Treasury is committed to supporting the work of the Scrutiny Unit, and to
keep engaging with Parliament to improve annual reports and accounts.

7.61

Departments are strongly encouraged to engage with their respective select
committees on the content of reporting and how they can improve their
individual reports.

7.63

The Treasury is committed to building on existing best practice to make reports
more accessible, and to use every opportunity to help users navigate the financial
reporting landscape. Drawing on established best practice, this could include:
• promoting the publication of all data sets included in the annual report and
accounts in formats such as Excel or CSV
• promoting the approach of providing an opportunity for those who need to
request a more accessible format
• promoting best practice in setting up the landing page for each set of annual
reports and accounts, to include narrative, links to the relevant single
departmental plan and Accounting Officer System Statements, and links to
prior year reports
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7.64

• the Treasury will share detailed findings from this review with departments, to
support accounting officers to learn from good practice and to address any
areas for improvement in their own financial reporting
• the Treasury will set up a database of best practice examples, beginning with
those found during this review and regularly updated, which will be made
available to all those preparing government financial reports
• during its planned review of the Financial Reporting Manual, the Treasury will
update the guidance to reflect best practice found during this review, and to
reflect feedback from users in Parliament and elsewhere
• the Treasury will carry out thematic reviews on a regular basis, each time
targeting a specific theme in financial reporting which could indicate an area
for improvement
• the Treasury will support the Financial Reporting Advisory Board as it
undertakes a review of its terms of reference
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