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Chapter 1 

Introduction 

1.1 In April 2019 HM Treasury published the Government Financial Reporting 

Review. This included several examples of best practice in reporting taken 

from 2017-18 central government annual reports and accounts (ARAs). HM 

Treasury is committed to continue supporting ongoing improvements in 

financial reporting and this report outlines further examples of best practice, 

largely taken from 2018-19 ARAs. The expectation is that these examples will 

be considered by those preparing ARAs across government. 

1.2 The narrative elements of government financial reports are crucial for 

meeting the needs of users. Narrative provides context and essential 

information to explain financial outcomes and performance against 

objectives. Information should be presented in a way that tells the story of 

an organisation in a fair, balanced and understandable way. It is important 

to provide context, using several years of trend data where possible. The 

layout and design choices can influence how a reader understands a report, 

and the use of infographics and diagrams can be helpful in communicating 

important messages. Clear and simple language makes reports easier for a 

wide range of users to understand. 

1.3 The best practice examples outlined in this report have been chosen because 

they display some or all of these characteristics. If you would like to suggest 

further examples of best practice in government ARAs to be considered then 

please contact HM Treasury (Resource.Accounts@hmtreasury.gov.uk). 

1.4 This report is divided into three sections that broadly follow the structure of 

a departmental ARA required by the Financial Reporting Manual (FReM) as 

follows;  

¶ performance reporting 

¶ accountability information 

¶ financial information 

 

https://www.gov.uk/government/publications/the-government-financial-reporting-review
https://www.gov.uk/government/publications/the-government-financial-reporting-review
mailto:Resource.Accounts@hmtreasury.gov.uk
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/853604/FRAB_138__02__2019-20_Government_Financial_Reporting_Manual__Dec_2019__CLEAN_VERSION.pdf
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Chapter 2 

Performance reporting 

2.1 When compiling the performance report, preparers should meet the 

objectives and principles of government reporting. Specifically, performance 

reporting must be fair, balanced, and understandable. It must tell the full 

story of an organisation, including both achievements and where 

performance has not met objectives, so users can have confidence in any 

judgements and so it is clear that reporting is trustworthy and transparent. 

Performance reporting should be straightforward and accessible, so that it 

can be easily understood by a lay user and contain cross-references to other 

parts of the annual report and accounts where relevant and appropriate. 

2.2 The performance report is required to have two sections: a ôperformance 

overviewõ and a ôperformance analysisõ. The performance overview is a short 

summary of the full story of an organisation and its performance over the 

period covered by the report. The performance analysis provides a detailed 

view.  

2.3 This chapter highlights some examples of best practice in performance 

reporting in departmental ARAõs 

Performance Overview 

2.4 The performance section must include a statement of the purposes and 

activities of an organisation in a clear and concise manner. The example 

below from the Home Office provides a high level overview of the goals of 

the department. The use of clear formatting and concise plain English 

increases usability and makes the section more visually appealing.  
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Figure 1 ð Home Office 
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Performance highlights  

2.5 The Government Financial Reporting Review also emphasised the importance 

of reporting the annual performance highlights of a department. Providing 

an overview of a departmentõs performance over the course of a year 

increases the usability of the accounts. 

2.6 The examples included below from the Foreign and Commonwealth Office 

and the Department of Health and Social Care provide a clear overview of 

the departmentõs activities throughout the year in a visually appealing way. 

This allows the user to easily understand performance objectives and 

outcomes against the planned objectives.  
  Figure 2 ð Foreign and Commonwealth Office 

https://www.gov.uk/government/publications/the-government-financial-reporting-review
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Figure 2a ð Foreign and Commonwealth Office 
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Figure 3 ð Department of Health and Social care 
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Figure 3a ð Department of Health and Social Care 
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Figure 4 ð Department for International Trade 
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High level financial information 

2.7 Entities should seek to tie in the performance analysis to other parts of the 

annual reports and accounts as relevant, for example to the Statement of 

Outturn against Parliamentary Supply (SOPS) and the financial statements, to 

provide a cohesive and consistent understanding of performance across the 

annual report and accounts. The extracts below from the Ministry of 

Housing Communities and Local Government, Ministry of Justice and the 

Ministry of Defence outline high level financial information in an engaging 

way with clear links to the financial statements. 

 
 
 
 
 
 
 
 
 
 
 
 

Figure 5 ð Ministry of Housing Communities and Local Government 
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Figure 6 ð Ministry of defence 
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Figure 7 ð Ministry of Justice  
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Trend data  

2.8 Trend data is a key aspect of reporting performance as it provides context 

and builds trust in the information presented. The 2020-21 FReM mandates 

that the performance analysis section of ARAs must include a prior year 

comparator for the data presented. Data for years earlier than the prior year 

should also be included where available and where this provides relevant 

context. There is an expectation that trend data will build up over time as it 

becomes available. 

2.9 Below are examples of multiple-year trend data on specific performance 

metrics taken from the Department of Health and Social Care, Whole of 

Government Accounts and the Department for International Development.  

Figure 8 ð Department of Health and Social Care 



  

 14 

 

 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 10 ð Whole 
of Government 
Accounts 

Figure 3 ð Department for International Development  
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Balanced reporting 

2.10 Departments are expected to report the status of progress against their 

Single Departmental Plan (SDPs) objectives in a fair, balanced and 

understandable way 

2.11 The example below from HMRC shows clearly performance against their 

commitments, including where progress was not on track or where was a 

risk to delivery. Building this transparency into reporting builds trust and 

increases the value of the report to the user. 
  

Figure 11 - 
HMRC 
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Future plans  

2.12 Departments are encouraged to report on future plans in the performance 

report. Departments are required to produce forward looking information as 

it increases the value of the narrative surrounding the current yearõs 

performance including why decisions have been taken and how they 

contribute to future ambitions.  

2.13 The example below from the Foreign and Commonwealth Office clearly 

articulates the departmentõs plans in the year ahead, using plain English and 

a range of visuals. The example from the Ministry of Defence provides a clear 

infographic that sets out planned expenditure in the next decade across a 

number of areas.  

Figure 12 ð Foreign 
and Commonwealth 
Office 
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Figure 13 ð Ministry of Defence 
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Reporting against Single Departmental Plans 

2.14 Annual reports and accounts should report progress against the objectives 

set out in Single Departmental Plans. It is important that reporting is fair and 

balanced, showing instances where performance has been below what 

expectation and goals and providing clear explanations.  

2.15 Examples of best practice reporting against SDP objectives can be seen 

within the reporting provided by HMRC and the Department for Transport 

(DfT). HMRCõs reporting details the departmentõs overall aim and links those 

aims to individual key performance indicators (KPIõs). Each KPI is then RAG 

rated to clearly show progress. The example from DfT gives qualitative data 

against SDP indicators as well as prior year comparators.  

Figure 14 - HMRC 
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Figure 15 - HMRC 
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Figure 16 ð Department for Transport  
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Reporting activity by projects and key policies 

2.16 In order to effectively tell their story, departments should report on the 

performance of their major projects. Examples below taken from HMRC and 

MoD outline several ways in which this can be done effectively. 

2.17 The example taken from HMRC links statistics to project performance and 

again uses plain English to explain performance on an important policy. The 

example from MoD biefly outlines progress on the project from when it was 

announced as well as future expected cost and timescale.  

  

Figure 17 ð Ministry of Defence 
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Figure 4 - HMRC 
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Unit cost information 

2.18 Reporting on the unit cost of key services of an entityõs activities can provide 

a unique insight into the value that the organisation brings. Feedback from 

both Parliament and other users of accounts has indicated that unit cost is 

useful, and where unit costs are central to decision-making or accountability 

for the organisation, then they should be disclosed  

2.19 The example below from HMRC is a good example of reporting unit costs. 

Not only is the unit cost of a key service is outlined, and information includes 

five-year trend data. The unit cost information is also linked to other 

activities and targets of the organisation, therefore providing context.  

  

Figure 19 - HMRC 
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Chapter 3 

Accountability 

3.1 The purpose of the accountability section of the annual report is to meet key 

accountability requirements to Parliament, being the primary user of annual 

report and accounts. It is important that accountability disclosures are 

presented in a way that meets the needs of users.  

3.2 The accountability report is made up of three sections: A Corporate 

Governance Report; a Remuneration and Staff Report, and a Parliamentary 

Accountability and Audit Report. Entities should provide an overview of 

these sections and explain how they contribute to an entityõs accountability. 

3.3 This chapter highlights some examples of best practice in accountability 

reporting in departmental ARAõs 

Risk reporting and Governance 

3.4 Risk reporting appears in both the performance and accountability reports in 

ARAs. The performance report should provide information on the risk profile 

of the organisation ð the risks it faces, how risks have affected the 

organisation in achieving its objectives, how they have been mitigated and 

managed throughout the period and how this may affect future plans and 

performance.  

3.5 The accountability report should explain the responsibilities for risk 

management and internal control systems and the ongoing process and 

structures used to identify, evaluate and manage the principal and emerging 

risks faced.  

3.6 The examples below from the Ministry of Defence (MoD), Department for 

Transport (DfT)and Department for Digital, Culture, Media and Sport (DCMS) 

demonstrate both aspects of risk reporting. The examples from DfT and 

DCMS present the risks facing the organisation alongside the risk direction 

(how the risk has developed throughout the year) and the mitigating 

activities being undertaken by the department. The example from MoD 

effectively shows the responsibilities for risk management and internal 

control systems in a clear diagram. 
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Figure 20 ð Ministry of Defence 
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Figure 21 ð Department for Transport 
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Figure 22 ð Department of Digital Culture Media and Sport  
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Figure 23 ð Ministry of Defence 
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Remuneration disclosures  

3.7 The remuneration and staff report sets out the entityõs remuneration policy 

for directors, reports on how that policy has been implemented and sets out 

the amounts awarded to directors and where relevant the link between 

performance and remuneration. In addition, the report provides details on 

remuneration and staff that Parliament and other users see as key to 

accountability This example below from the Home Office extends beyond the 

minimum requirements set out within the FReM and provides information in 

multiple formats including a breakdown by headcount and detailed 

breakdown of spend category (consultancy, agency costs etc).  
  

Figure 24 ð Home Office 
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Figure 24a ð Home Office 
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Figure 24b ð Home Office 
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Statement of Outturn Against Parliamentary Supply (SOPS) 

3.8 The Statement of Outturn against Parliamentary Supply (SOPS) is unique to 

the public sector and shows the year end outturn against the Supply voted 

earlier in the year by Parliament. It is a key accountability statement, showing 

whether entities have operated within the limits (also termed control totals) 

which Parliament has provided statutory approval for. As part of the 

Statement of Outturn against Parliamentary Supply. It is important that 

variances between the Estimates and the actual spend of a department is 

explained clearly and effectively. 

3.9 The examples below from the Department for Work and Pensions (DWP) and 

DfT include a breakdown by Estimate line, allowing easier comparison 

between the planned spend and the actual outturn of each estimate line 

.They also provide a brief and understandable explanation for the variance 

within each Estimate line.   
  

Figure 25 ð Department for Transport 
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Figure 26 ð Department for Work and Pensions 
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3.10 The examples below from DCMS have been identified as best practice in 

SOPS reporting as they extend beyond the requirements of the 2018-19 

FReM and meet a number of new reporting requirements set out in the 

2019-20 FReM despite being produced a year before. The example includes 

commentary against the financial position, breakdown of outturn by 

business area, examples of reporting by budget type, a financial review 

diagram as well as trend data. Please note that these examples have been 

taken from 2017-18 accounts  

Figure 27 ð Department of Digital Culture Media and Sport 
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Figure 27a ð Department of Digital Culture Media and Sport 
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Figure 27b ð Department of Digital Culture Media and Sport 
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Figure 27c ð Department of Digital Culture Media and Sport 
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Staff turnover disclosures  

3.11 From 2020-21 it is mandatory to include staff turnover data in annual 

reports and accounts. Information should be provided with sufficient 

explanation and context, including trend data where appropriate and 

available.  

3.12 Currently only a handful of departments provide staff turnover data within 

their staff report. HM Treasury has included the staff turnover percentage 

with a prior year comparator. This could be improved further by providing 

explanation and context to the figures presented. 

 

Figure 28 ð Her Majestyõs Treasury 
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Accessibility 

3.13 Different users of the annual reports and accounts have different accessibility 

requirements. Best practice is to provide both print friendly reports and web 

friendly reports online, as per the example below from Cabinet Office. 

 

  

Figure 29 ð Cabinet Office  
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Transparency data 

3.14 Some users of government ARAs wish to extract and analyse the data that is 

contained within the report. 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 this is to extend this principle to other data 

sets included in the annual report and accounts. 

3.15 The examples below from Cabinet office and HMRC are examples of best 

practice in reporting transparency data. This information was made promptly 

available to users (published in July) and are made available in both an 

online format and a CSV download format.   

Figure 30 ð Cabinet Office 
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Figure 31 - HMRC 
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Chapter 4 

Financial information 

4.1 Financial information is reported throughout the annual report and accounts 

and should not be exclusive to the financial statements section of the report. 

The inclusion of financial information is key as it links reporting within the 

performance and accountability sections with the information reported in 

the financial statements. Best practice in this area ensures that the document 

is cohesive and provides a holistic view of performance against objectives  

4.2 Good financial information should be understandable, relevant, reliable and 

comparable. The information provided throughout the front half the 

departmental accounts should be consistent with the information provided 

within the financial statements.  

4.3 The follow sets out some best practice examples on the inclusion of financial 

information within departmental annual report and accounts. 

Integrating financial reporting  

4.4 Departments are encouraged to include key information from the financial 

statements in the performance report, including clear narrative and 

comparisons where appropriate.  

4.5 The example below from the Department for Digital Culture Media and Sport 

gives a helpful commentary on the Statement of Financial Position with 

useful explanation of the figures presented.  
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Figure 32 ð Department of Digital Culture Media and Sport 
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Infographics  

4.6 The use of infographics enhances the look and feel of annual reports and 

accounts. The use of these infographics is an effective way of 

communicating complicated information, and this is particularly true when 

presenting financial information.  

4.7 The examples below from FCO, DCMS, HMRC, MOD, DWP, DIT and DFT 

show a variety of ways that diagrams can be presented and show 

relationships that are more difficult to describe in words. They are all used to 

display information in an engaging an informative way. Summing up 

information in this way can better communicate messages and increase user 

engagement.  
  

Figure 33 ð Department for Work and Pensions  
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Figure 34 ð Foreign and Commonwealth Office 
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Figure 35 ð Foreign and Commonwealth Office 
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Figure 36 ð Department of Digital Culture Media and Sport 
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Figure 37 - HMRC 
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Figure 38 ð Ministry of Defence 


