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Financial Reporting Advisory Board Paper 
 

Annual Reports and Accounts 2015-16 – A post implementation 
review of the Simplification and Streamlining Project 

 

Issue: The Simplification and Streamlining Annual Reports and Accounts Project was 

implemented for the first time in 2015-16 and a post implementation review 

has been undertaken. Issues arising from the review have been taken into 

consideration when making changes to the FReM and other reporting 

guidance.  

Impact on guidance: In light of the review, some minor clarifications have been made to the 

FReM 2016-17 but any other potential changes, following the PACAC 

inquiry recommendations, will be considered for inclusion in later versions 

to allow sufficient notice to preparers. 

IAS/IFRS adaptation? N/A 

Impact on WGA? The Project is to be implemented for the first time in the WGA 2015-16 and 

findings from the review will be taken into consideration 

IPSAS compliant? No change 

Interpretation for the 

public sector context? 

In line with the original Simplification and streamlining project 

Impact on budgetary 

regime and Estimates? 

N/A 

Alignment with National 

Accounts 

No change 

Recommendation: That the Board note the findings of the high level review and offer feedback 

from their experiences from the private and public sector in respect of best 

practice of ARAs. The Board’s recommendation of suggested next steps is also 

welcomed.  

Timing: 2016-17 FReM– minor clarifications 

2017-18 FReM –updates as required 

 

 



FRAB 128 (08) 
  24th November 2016 

DETAIL  

Background 

1. The Simplification and Streamlining Project (“the Project”) was first launched in 
2013 with the primary objective of improving the presentation of annual reports 
and accounts (ARAs) to better meet the needs of users.  The Project sought to gain 
a clear understanding of the purpose of the ARAs so as to simplify and streamline 
their presentation and by doing so, reduce the burden on preparers.  

2. The early phase of the Project looked at current reporting practice and made 
comparisons between the private and public sectors as well as international best 
practice. It sought to understand the issues faced by preparers as well as user needs 
and by doing so applied a first principles approach to devise a new structure and 
format of ARAs which formed the basis of a consultation exercise in the summer of 
2014. Agreement by Parliament followed and the new reporting format was 
introduced for central government ARAs from 2015-16. 

3. To remind the Board, the new format shifts away from the “front half” annual report 
and “back half” financial statements to three integrated sections: 

 
 The Performance Report – tells the story of the entity in a way that addresses 

user criticisms that the ARAs lack an overall narrative and are difficult to 
understand. It provides information on the entity, its main objectives and 
strategies and the principal risks that it faces. The report includes two elements: 
an “Overview” to provide a short summary for the user to understand the 
organisation, its purpose and the key risks to meeting objectives and how it 
has performed during the year; and a “Performance analysis” to provide a 
detailed performance summary of how the entity measures its performance 
and more detailed integrated performance analysis. 

 The Accountability Report - meets the key requirements to Parliament and 
demonstrates compliance with norms and codes of good corporate 
governance. It brings together for the first time, the Governance Statement 
and information on strategic risks to the entity, the remuneration and staff 
report, and information on parliamentary accountability such as the Statement 
of Parliamentary Supply and Managing Public Money disclosures. 

 The Financial Statements – this section presents the entity’s financial position 
and performance in accordance with IFRS as adapted and interpreted for the 
public sector in accordance with the GRAA 2000.  

Post implementation review 

4. Following the introduction of the Project, HM Treasury has undertaken a post 
implementation review and sought feedback from preparers and stakeholders on its 
relative merits and success. Those canvassed for feedback include, representatives 
from departments and arms’ length bodies through the Resource Account Special 
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Interest Group (RASIG), Government Finance Academy Summer School and a 
Financial Reporting Community Event. Feedback from external stakeholders was also 
sought from the Parliamentary Scrutiny Unit and the National Audit Office.  

5. Stakeholders were asked for views in three main areas: 

(i) The impact of changes. Are ARAs - Easier to prepare? Easier to understand? 

(ii) What are the biggest barriers to going further? 

(iii) What lessons were learned and any good practice examples?  

6. HM Treasury will also take into account the views of Parliament, as the main user of 
central government ARAs, and will seek to do so by way of the report from the 
Public Administration and Constitutional Affairs Committee following their inquiry 
into the format and utility of monthly management accounts and departmental 
ARAs. The House of Commons and its Committees have not expressed a view of the 
accounts submitted to them by the Government since 2009 and the results of the 
inquiry will take into consideration the Project’s implementation. The Committee are 
currently accepting written submissions until 6th December. Treasury officials and the 
Chief Secretary to the Treasury are expected to appear before a hearing in December 
to give evidence in the inquiry. 
 

Findings 

7. HM Treasury undertook a high level ARA review of the 17 main departments and 
concluded that most had adopted a red pen approach and reduced the number 
disclosures resulting in slimmed down publications. The use of infographics increased 
as information such as areas of spend, trends and performance were presented more 
diagrammatically allowing the user to easily and quickly see an overview of the entity. 
For example, the Foreign and Commonwealth Office 2015-16 ARAs1 (Annex 2) 
shows objectives and performance for the year using infographics and narrative 
allowing the user to gain a high level understanding of the Department without the 
need to delve more deeply into the document.   

8. Other general observations were that the Accountability Reports of most 
departments were well structured and departments improved narrative around risks 
being faced. However, some used technical language which could be simplified 
further to increase readability and there is scope to add clarity around the purpose of 
some sections of the Accountability Report and in particular the Statement of 
Parliamentary Supply. 

9. Feedback from the different stakeholder groups is summarised in Annex 1 but in the 
main it aligns to HM Treasury’s high level findings and is supportive of the Project. 
The main themes centre around agreement that the ARAs are now easier to prepare, 
albeit to a limited extent, and the new three section format signposts information 

                                                      
1 
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/539413/FCO_Annual_Rep
ort_2016_ONLINE.pdf 
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more for users making it easier to understand. Preparers were keen to focus on 
material items only. 

10. Some entities found it difficult not to replicate information within the Overview and 
Performance Analysis sections of the Performance Report and there is scope to 
reduce duplication. HM Treasury will seek to clarify the expectations of relevant 
disclosures of these sections within the FReM and annual PES guidance on the 
preparation of annual reports and accounts.  

11. Similarly, the Accountability Report encapsulates all of the parliamentary reporting 
requirements in one place and overall this was welcomed. Some respondents 
commented that the Accountability Report is made up of unrelated parts and would 
benefit from greater clarity of purpose and more explanation of the Statement of 
Parliamentary Supply.  

12. A number of stakeholder groups raised the difficulties in meeting the additional 
parliamentary disclosures contained within the PES guidance such as performance 
reporting linked to Single Departmental Plans, sustainable development, climate 
change adaptation, rural proofing, corporate governance, etc. and in particular 
ensuring that the ARA remained cohesive with a strategic focus. There is limited 
scope to reduce the PES reporting requirements but the guidance, currently in the 
process of being updated before circulation in December, will seek to encourage 
departments to engage early and make improvements in this area. 

13. One area of confusion came to light regarding the disclosure of staff costs which 
have moved from the notes to the account to the Accountability Report. However, to 
comply with IAS1 departments must not cross reference the Accountability Report 
on the face of the primary statement and the Treasury agreed a form of words 
within the notes to the account to ensure compliance. The FReM in 2016-17 has 
been updated to remove confusion on this matter.  

14. Preparers advised that early engagement with the audit team to agree the points of 
materiality was essential to successfully settling the extent to which disclosures could 
be removed. Some departments sought to go further with a red pen approach and 
the Treasury will continue to encourage them doing so in agreement with the NAO.  

Next steps 

15. The main focus of feedback to address from the post implementation review has 
centred on the Performance Report and Accountability Report. Users are keen to 
reduce duplication, improve links to strategy and risks and add clarity on the purpose 
of accountability disclosures. In addition, the key area of feedback from prepares is in 
relation to the financial statements and around agreeing the non-disclosure of non-
material items with audit teams.  

16. This exercise has been useful and the Treasury is looking to provide clarity in the 
FReM in two areas: 
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 The Performance Report – a line has been added requiring entities to 
explain the objectives of the overview section (FReM 5.2.8); and 
 

 The Accountability Report –addition of the need to include an overarching 
commentary bringing together these separate disclosures (FReM 5.3.6) 

 

17. The PES paper will be updated to provide clarity around links to strategy and risk and 
encourage early engagement with line auditors. HM Treasury also plan to engage 
with the NAO to discuss potential changes to minimise the risk of uncertainty.  

18. A key area of support requested by departments was access to good practice 
examples. These are currently being compiled and plans are to approach 
stakeholders such as the NAO, Scrutiny Unit and RASIG for suggested ARAs to 
include. Once identified, the bank of examples will be shared with preparers via 
RASIG and used to improve capability. Specific areas of good practice with ARAs will 
also be shared, such as exemplar Overview reports, Accountability Reports etc.  

19. Further feedback from Parliament is expected as part of the PACAC inquiry and 
hearing next month. The outcome and any recommendations from the Committee 
will be taken on board and combined with feedback from other stakeholders before 
considering any other possible changes to the FReM, PES guidance and ARAs from 
2017-18.  
 

Whole of Government Accounts 

20. The WGA team are currently preparing the 15-16 accounts for publication in early 
2017. The Project will be implemented in the accounts for the first time and an 
exercise is underway to rethink the presentation and inclusion of disclosures with a 
red pen approach in mind. The team plan to engage with the audit team to discuss 
proposals early into the project timetable and agree in principle, high level plans for 
material items. The team is also seeking to refocus the link between performance 
narrative and financial data.  

Recommendation 

21. HM Treasury recognise that improvements to departmental ARAs is an iterative 
process. Improvements to guidance will help and a further review in line with the 
recommendations from the PACAC inquiry as well as the second year of ARAs 
prepared under this basis will be undertaken. Feedback from stakeholders is 
welcomed and the outcome of the further review and recommendations arising 
from it will be presented to the Board.  

22. In the meantime, HM Treasury would welcome the Board’s feedback on the progress 
made so far, proposed next steps and to share members’ professional experience 
from the private and public sector of good practice examples.  
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Annex 1 

Feedback from stakeholder groups 

 RASIG GFA Summer School 
attendees 

Finance Community Event Scrutiny Unit NAO 

The impact of 
changes: 

 - Easier to 
prepare?  

- Easier to 
understand? 

 

 Overall positive 
response – found the 
ARAs much easier to 
understand but no 
significant difference in 
preparation time but 
due to first year of 
implementation and 
would expect it to 
become easier to 
understand.  

 

 Agreed that ARAs are 
now easier to prepare 
and produce with 
fewer requirements 
although needed 
significant resource to 
rethink approach 

 Recognise investment 
in the first year will 
bring dividends in 
subsequent years 

 Support the 3 section 
format and that agree 
it makes the ARAs 
easier to understand 

 Support the red pen 
approach and focus on 
inclusion of only 
material items  

 

 Supportive of 3 part 
structure and found it 
easier to navigate 

 Has led to fewer FOI 
requests due to 
improved presentation 
of information 

 Better focus on key 
information pertinent 
to the user 

 Improved ease of 
understanding for user  

 No substantive change 
in ease of preparing 
particularly for small 
ALBs where disclosures 
are not proportional 
 

 

 Departments that 
rethought their 
approach from 
scratch were better 
than those that 
restyled existing 
formats 

 Support the 
introduction of the 
Accountability Report 
as disclosures are now 
in one place rather 
than scattered 
throughout the 
document 

 Scope to go further 
with a red pen 
approach and be 
more concise e.g. in 
Performance Report 
particularly from 
duplication in 
overview, executive 
summary and main 
report 
 

 Strongly support the 
Project to improve 
ARAs  

 Supportive of bringing 
the parliamentary 
reporting 
requirements into one 
Accountability Report 
which provides 
greater visibility but 
would benefit from an 
overarching 
commentary bringing 
the separate 
disclosures together 

What are the 
biggest barriers to 
going further? 

 Difficulties in agreeing 
materiality with audit 
team 

 Additional disclosure 
requirements in the 
PES paper limited 
ability to go further 

 Red pen approach 
could go further to 
reduce complexity but 
need audit agreement 

 New format is not in 
itself the answer t 
improve the quality of 
ARAs but it does lend 

 Additional disclosure 
requirements in the 
PES paper etc. are 
extensive and may 
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  Disclosure 
requirements of 
different guidance 
(FReM, PES, MPM, 
Sustainability etc.) 
and would like to see 
these combined and 
streamlined 

 

 Limited timetable 
created additional 
pressure  

 Lack of audit support 
to removal of non-
material items  

 Accountability 
Report is “bitty” and 
would benefit from 
improved clarity of 
purpose 

 Staff cost note 
caused confusion 
around how to 
disclose – IAS1 v 
Accountability 
Report requirements 
(now addressed) 

 Lack of senior 
management support 
for use of data 
visualisation tools 

 Difficult to link different 
sections of ARAs 
together to improve 
document cohesiveness 

 Lack of support from 
audit committee 

 Lack of clarity over 
Accountability Report 
purpose and SoPS 

 Additional reporting 
requirements from 
other guidance (PES 
etc.) 

 Time pressures stopped 
entities from going 
further 

 

itself to rethinking 
presentation to best 
meet the needs of 
users 

 Would benefit from 
improved link with 
SDPs as found an 
inconsistency across 
departments 

detract from making 
the annual report a 
strategic document.  

 Some entities found 
the overview and 
performance analysis 
sections a challenge to 
limit areas of 
duplication and  

 Entities engaged with 
disclosures around 
long term expenditure 
trend disclosures 
relatively late and 
found them 
challenging so further 
guidance may be of 
help 

 Conflict between the 
requirements of IAS1 
and moving the staff 
costs note to the 
Accountability Report 
(now addressed) 

What lessons were 
learned and any 
good practice 
examples?  

 Zero based approach 
found to be the most 
successful where 
departments 
rethought from 
scratch rather than 
adapting existing 
methodology 

 Early engagement 
with audit team to 
avoid lengthy and last 
minute discussion 
and disagreement 

 3 sections improve 
presentation 

 Early engagement 
with audit team to 
agree material 
disclosures essential 

 Would like to see 
best practice 
examples and create 
a centre of 
excellence  

 Look to seek external 
feedback from users 

 Welcome sharing good 
practice examples 

 Look to seek feedback 
from Select 
Committees  

 Engage with colleagues 
(e.g. business partners) 
to improve narrative 
and cohesiveness of 
document 

 Reporting of risks is 
inconsistent between 
departments and 
found not be an 
accurate reflection of 
issues (particular 
concern of Parliament) 

 Welcomes the new 
style of ARAs 
particularly those that 
used colour and 
infographics to 
present information 

 Best examples were 
when departments 
thoroughly reviewed 
the content and 
overhauled the 
narrative  

 The best results were 
when entities 
dedicated time and 
resource including a 
robust red pen 
approach 
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 Welcome good 
practice examples and 
updates to 
department yellow 
agreed with the NAO 
to minimise risk of 
disagreement. 

of accounts (e.g. 
Select Committee)  

 
 

 Early engagement with 
both departmental 
colleagues and the 
audit team proved to 
lead to the best 
outcomes 

 Exercise judgement in 
considering how best 
to present all the 
requirements of the 
PES paper etc. and not 
as a tick box exercise 

 Best examples of 
management 
commentary were 
where entities clearly 
articulated risks and 
their impact and 
mitigations 

 Scope to provide 
clarification in respect 
of parliamentary 
disclosures e.g. SoPS 
 

 

Annex 2 

Extract from the Foreign and Commonwealth Office Annual Report and Accounts 2015-16 
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