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Chapter

Rating Selected Departmental
Performance Reports



All of the audit work in this chapter was conducted in accordance with the standards for assurance engagements set by the
Canadian Institute of Chartered Accountants. While the Office adopts these standards as the minimum requirement for our audits,
we also draw upon the standards and practices of other disciplines.
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Rating Selected Departmental
Performance Reports

Main Points

51  We assessed the quality of the departmental performance reports of
three departments—Environment Canada, Fisheries and Oceans Canada,
and Natural Resources Canada—to determine whether progress had been
made in improving the quality of their reports against our criteria. In assessing
the departments’ performance reports against our rating model, we found that
the quality of the reports had improved marginally, at most, over the two-year
period between 2002-03 and 2003-04. Over the nine-year period, between
1995-96 and 200304, we found that two departments had achieved some
modest improvements while the other department showed mixed results.
Despite these modest improvements in performance reporting over the nine
years, the latest performance reports still fall short of our criteria for good-
quality reporting.

52  We found that most of the performance reports provide a good
overview of each department’s organizational context and planned strategic
outcomes. However, performance expectations are not always clear and
concrete, and the information does not necessarily focus on program results.
Furthermore, the reported results are not always balanced and supported by
data sources and data limitations. As well, the reports provide little evidence
that performance information is used to make decisions about improving
program results in future years.

53  While we cannot generalize from the results of rating three reports in
each of three years to trends across all government departments, our findings
continue to leave us as concerned about the overall quality of reporting as we
were in our previous audits and studies. Based on these findings, it is
reasonable to suggest that, without greater effort by departments and scrutiny
by parliamentary committees, any significant improvements in the quality of
performance reporting may take decades rather than just a few years. In our
view, this rate of improvement is not good enough for parliamentarians and
Canadians to be able to hold departments and agencies to account for their
performance.

Background and other observations

54  Parliament holds government accountable for spending in the previous
year, influences future plans and priorities, and approves expenditures for the
upcoming fiscal year. Parliamentarians should rely on performance reports to
keep informed about the performance of the government on key issues. They
should also use these reports to hold ministers to account for departmental
spending. As well, Canadians want to know if their taxes were spent where
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parliamentarians intended. They also want to know if they received good
value from their government in return for their taxes. Consequently, effective
accountability to parliamentarians and Canadians depends in large part on
good-quality performance reporting.

55  Inresponse to this need, Parliament and the government have sought
to improve the quality of departmental performance reporting for some time.
For example, Part III of the Estimates was created in 1981 and then separated
into planning and reporting documents on a pilot basis in 1995 and
permanently in 1997.

56  Our Office has also been concerned about the quality of performance
reporting. We have reflected this concern through our audits since at

least 1988 when we found clear shortcomings while also noting some
improvements. In 2000 we examined the quality of departmental
performance reports and concluded that federal departments’ and agencies’
progress in improving the quality of their performance reporting to Parliament
was disappointing,

57  To assist us in our subsequent work, we developed a formal set of
criteria for good reporting and presented it in 2002 as a model for rating
departmental performance reports. In the following year, we reported on the
results of applying this rating model to the departmental performance reports
of nine departments. While we identified some promising practices, together
with many challenges, overall we found that the reports did not measure up
against our model as well as we had expected.

58  This is the second time that we have used our model to rate a selection
of performance reports. However, it is the first time we have compared a
department’s reports over one or more periods to assess progress in improving
the quality of reporting. Overall, we found that progress in improving
performance reporting to Parliament continues to be a challenge for the three
departments, even after almost a decade of effort.

The government has responded. The government has responded to our
observations and informs us that it will continue its efforts to improve
performance reporting across government departments.

2 Chapter 5
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Introduction

Performance information continues to be important

59  Good-quality performance reporting is a key means for Canadians to
hold their government to account. This is because Canadians want to know
the value they are getting for their tax dollars and the difference that
government departments are making in their lives.

510  Good performance reporting is also fundamental to effective
governance and accountability to Parliament. In order to monitor
government programs and services effectively, parliamentarians need to be
provided with timely, accurate information about the cost and performance of
key government programs. They also need reports that are relatively short
and easy to read.

511  Departments should also use the same kind of performance
information to help them produce better results. As we said in our

2000 Report, Chapter 20, Managing Departments for Results and Managing
Horizontal Issues for Results, we associate good performance reporting with
sound performance management. Good performance reports intended for
external accountability should reflect how departments are managed
internally. In our view, they should be a routine spin-off from sound
performance management in a department.

512  For some time, the government has sought to improve the quality of
information provided to parliamentarians by government departments.

In 1981, it created the Estimates Part III in an effort to improve and expand
the information on planned departmental spending and on departmental
performance. In 1995, Parliament initiated the Improved Reporting to
Parliament Project, which separated the planning and reporting documents in
an attempt to provide parliamentarians with an improved structure for
delivering complex information.

513  About 90 federal departments and agencies now submit a performance
report to Parliament every fall. Each report should outline the
accomplishments of the department to the end of the fiscal year just
completed against the commitments made in its report on plans and priorities
published the previous year.

514  Through our work we have supported parliamentarians in their efforts
to improve the quality of departmental reporting (Exhibit 5.1). In 1997 we
examined the state of the government’s reporting regime. We found that the
reporting framework was basic but sound and that it provided a promising
start for reporting. However, when we looked again at performance reporting
in 2000, we were disappointed that only modest improvement had been made
in improving the quality of departmental performance reports.

515 The Eighth Report of the Standing Committee on Public Accounts
for 2001 emphasized the importance of good-quality performance reporting.
The Committee recommended that we “conduct random audits of the
information contained in the performance reports of departments and
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agencies in order to verify, among other things, that the information
contained in these reports is a fair representation of accomplishments against
goals and objectives.”

516 In 2002 we responded to this request by producing a formal set of
criteria for good-quality performance reporting and presented the criteria as a
model for rating departmental performance reports. These criteria elaborated
on those developed in our earlier work.

517  Among other initiatives to advance performance reporting, each year
the Treasury Board Secretariat produces guidelines for departments to use
when they prepare their performance reports (Exhibit 5.2). The guidelines
include performance reporting principles that are generally consistent with
our criteria.

Exhibit 5.1 Our previous audits and studies

1988

1988 Report of the Auditor General, Chapter 5, Information for Parliament—Audit of the Estimates Documents

We noted that Part Ill had steadily improved since 1981 and represented the best single source of information on
departmental programs. However, we concluded that it did not yet provide a fully satisfactory basis for
accountability.

1992

1992 Report of the Auditor General, Chapter 6, Information for Parliament—Departmental Reporting

We observed that departmental reporting did not provide the breadth of information needed. We highlighted
inconsistencies between the way departments carried out their business and what they reported. In particular, we
noted a weakness in reporting results, performance, and effectiveness.

1997

1997 Report of the Auditor General, Chapter 5, Reporting Performance in the Expenditure Management System

We concluded that progress had been made in reporting departmental performance expectations and
accomplishments and that these efforts needed to be given time to mature. Nevertheless, progress had been
sufficient to allow us to find examples of good practices that, collectively, demonstrate that the key elements of
adequate reporting to Parliament can be provided.

2000

2000 Report of the Auditor General, Chapter 19, Reporting Performance to Parliament: Progress Too Slow

We recognized that moving to a results-based culture is not easy and takes time. However, we expected to find
noticeable progress and were disappointed that only modest improvement had been made. At the present pace, it
would take too many years for good reporting to become routine.

2002

April 2002 Report of the Auditor General, Chapter 6, A Model for Rating Departmental Performance Reports

We presented our model for rating departmental performance reports and hoped that departments and agencies
would use it to improve their performance reports.

2003

2003 Status Report of the Auditor General, Chapter 1, Rating Departmental Performance Reports

We used our rating model to rate nine departmental performance reports. We found that progress in improving
performance reporting remains disappointing, and that the importance of reporting on horizontal issues was not
well recognized.

Chapter 5 Report of the Auditor General of Canada—-April 2005
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Criteria for rating departmental performance reports
518  Our model for good-quality departmental performance reports
encompasses the following five criteria:

+ Organizational context and strategic outcomes are clear.

+ Performance expectations are clear and concrete.

+ Key results are reported against expectations.

+ Performance information is credible and balanced.

+ Use of performance information is demonstrated.

Exhibit 5.2 Key government performance reporting initiatives

1981 The government committed itself to provide Parliament with improved and expanded information in the Estimates.
In particular Part Il of the Estimates was designed to provide information to Parliament on departmental spending
intentions and about performance and results produced by expenditures previously authorized.

1983 The government agreed to include summaries of program evaluations in Part IlI.

1995 The government revised the Expenditure Management System. As part of this initiative, it launched the Improved
Reporting to Parliament Project, which split Part Il of the Estimates into two documents:

* Report on Plans and Priorities—tabled in the spring, it sets targets and the general direction;

* Performance Report—tabled in the fall, it indicates the results achieved against those planned.
Six departments piloted the new approach.
The President of the Treasury Board tabled the first government-wide report describing progress made by
implementing results-based management in federal departments and agencies. The report is part of the fall
performance package and is tabled in Parliament with the departmental performance reports.

1996 Sixteen departments piloted the Improved Reporting to Parliament Project. The Treasury Board President tabled
their performance reports in the House of Commons.

1997 On 24 April 1997, the House of Commons passed a motion dividing what was known as the Part Il| of the
Estimates document for each department or agency into two documents, a Report on Plans & Priorities and a
Departmental Performance Report. It also required all departments and agencies to table these reports on a pilot
basis.

1998 Most departments and agencies submitted reports on plans and priorities and performance reports.

2000 The Treasury Board Secretariat published Results for Canadians, which emphasized the importance of ensuring
timely and accurate reporting to Parliament.

2001 The Treasury Board Secretariat introduced the Results-Based Management Lexicon. This lexicon provided new,
standardized terminology for results management and reporting.

The Treasury Board Secretariat published its renewed guidance to departments for the preparation of performance
reports and introduced six principles for effective reporting.

2004 The Treasury Board Secretariat replaced the Planning, Reporting, and Accountability Structure Policy with the

Management, Resources and Results Structure (MRRS) Policy, effective 1 April 2005.

The policy requires that departments have clearly defined and measurable strategic outcomes, an articulated
Program Activity Architecture (an inventory of all the programs and activities undertaken by a department or
agency that are depicted in their logical relationship to each other and to the strategic outcomes to which they
contribute), and a description of the current governance structure.

The Treasury Board Secretariat published an integrated Guide for the Preparation of the 2005-2006 Part 1l of the
Estimates: Reports on Plans and Priorities and Departmental Performance Reports. The goal of the integrated
guidelines was to reinforce the complementary features of the two documents and their parallel reporting
requirements.

Report of the Auditor General of Canada—~April 2005 Chapter 5 5
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519 A report that fully meets all five criteria would demonstrate the
attributes of excellent reporting. However, the rating model is not designed to
provide assurance that information in a performance report is reliable because
it does not include an audit of performance information.

520 Opverall, the five criteria, each of which includes several subcriteria,
represent reasonable expectations for a credible performance story about the
difference that a department’s programs and services are making to
Canadians. The first criterion identifies the business the department is in, the
second brings forward the commitments made the previous year, and the
third presents the accomplishments against those commitments. The other
two criteria provide the basis for assessing whether the results reported are
believable and how the performance information can be used to produce
better results in subsequent years. The model is summarized in Exhibit 1.1 of
our May 2003 Chapter, Rating Departmental Performance Reports.

521  Our model of what makes a good-quality performance report provides
for five levels of achievement—basic, fair, good, very good, and excellent. We
anticipate that, as departments learn about what contributes to excellence in
reporting and what level they have achieved, they will strive to reach a higher
level for each criterion. In this sense, our rating model is also a learning or
developmental model.

522 However, because some criteria build on other criteria, it may be
difficult to achieve a higher level on a later criterion if the level of reporting
on an earlier criterion is weak. For example, if performance expectations are
not clearly and concretely stated, it will be difficult to report any results
against them.

523  When a departmental performance report approaches the upper levels
on all five criteria, then an auditor might be able to provide written assurance
to parliamentarians and Canadians that the report fairly presents the
department’s accomplishments against its expected results. However, because
auditors normally provide assurance on both the fairness and the reliability of
information in reports, then additional audit work would have to be done on
the reliability of the performance information prior to providing this
assurance.

Focus of the audit

524  The objective of our audit was to assess departmental performance
reporting by assessing the overall quality of departmental performance reports
of a small group of departments to determine the extent of progress made in
improving the quality of the reports. Specifically, we assessed the progress
made over a two-year period, between 2002-03 and 2003-04, compared with
the progress made over nearly a decade, between 1995-96 and 2003-04.

525 We selected the performance reports of 3 departments—Environment
Canada, Fisheries and Oceans Canada, and Natural Resources Canada.
These departments were among the 16 pilot departments participating in the
Improved Reporting to Parliament Project that started in 1995.

6 Chapter 5
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526 We chose these departments because they share some common
elements. First, many of their programs are oriented toward protecting the
environment while also promoting resource utilization. Second, much of their
work involves scientific and other activities that do not provide services
directly to Canadians but instead contribute to the work of other
departments, organizations, or levels of government that have a more direct
impact on Canadians.

521  In using the rating model developed in 2002, we wanted to have
consistent standards for all of our ratings; thus, we applied current
expectations for good performance reporting to the reports from all three

years (1995-96, 2002-03, and 2003-04).

528  We did not audit the role of the Treasury Board Secretariat because the
President of the Treasury Board tables the performance reports in Parliament
on behalf of departments and agencies. The primary accountability for the
performance reports is with departments and agencies.

529  More details on the audit’s objective, scope, and approach are provided
in About the Audit at the end of the chapter.

Ohservations

Progress continues to be disappointing

530  We expected to find gradual improvements in the quality of
performance reporting from one year to the next, with a clear increase in the
quality of the reports over the longer term. However, we found the results to
be disappointing.

531  As expected, in the three departments’ first efforts as participants in
the Improved Reporting to Parliament Project, their reports for 1995-96
achieved ratings that ranged from almost the basic level through to levels
between fair and good. Our ratings on individual criteria for both the 2002
03 and 2003-04 reports ranged from almost the basic level to between good
and very good. However, only one report among the nine reports rated
achieved a very good rating on one of the criteria.

532  Each of the three departments introduced some promising practices
over the past nine reporting years. For example, all three reports of Fisheries
and Oceans Canada provide a table that shows a crosswalk of the
Department’s business lines by the strategic outcomes; this enables readers to
see which parts of the organization contribute to each outcome and who is
responsible. In both its 200203 and 2003-04 reports, Environment Canada
offers an opportunity for readers to provide feedback through a questionnaire.

533  All three departments told us they made continuous efforts to improve
their reporting practices from one year to the next. They also said they
worked to satisfy the guidelines, released by the Treasury Board Secretariat
each year, for preparing departmental performance reports. For example, in

Report of the Auditor General of Canada—-April 2005
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response to Treasury Board Secretariat guidelines, the 2003—04 Performance
Report of Natural Resources Canada provides a summary of its performance
that includes key commitments by each strategic outcome together with a
self-assessment of how well the Department performed and a reference to the
section in the report where supporting information can be found.

534  In response to the recommendations outlined in the Sixth Report of
the Standing Committee on Government Operations and Estimates in 2003,
departments were asked to include a short summary of parliamentary
committee reports relevant to their work along with a link or reference to
further information. All three departments did this in their 2003—04 reports.
This may contribute to a better-informed dialogue between departments
and House committees.

535  We found that, while parliamentarians would likely be able to readily
grasp a department’s main business when they read the reports, they would be
less likely to clearly see the results of the department’s business. For example,
through the use of Web links, Fisheries and Oceans Canada makes
information available about the state of the fisheries but does not present this
information in its performance report. While Natural Resources Canada
reports periodically to Parliament on the reserve levels of Canada’s most
important metals, its performance report only states that the reserve levels of
these metals is a concern.

536 To some extent, our ratings of the reports of the three departments
reflect the complex nature of their business. As noted earlier, the work of
these departments may involve the sometimes competing demands of
resource utilization and resource protection. Further, much of their business is
science-based, and their services to Canadians may be delivered through
other organizations. However, while their business may not conveniently lend
itself to performance reporting, the three departments told us of their ongoing
efforts to improve the quality of their reporting over the past nine years.

537  In our assessments of the three departments’ performance reports
against our rating model, we found that the quality of the reports improved
marginally, at most, over the two-year period. Over the nine-year period, we
found that two departments achieved some modest improvements while the
other department showed mixed results. Although we cannot generalize from
the results of rating three reports in each of three years to trends across all
government departments, our findings from this audit continue to leave us as
concerned about the overall quality of reporting as we were in our previous
audits and studies.

538  Despite examples of promising practices that demonstrate it is possible
for departments to improve on some elements of reporting to Parliament,
these promising practices are overshadowed by the disappointing results
found when we applied our rating model to the reports. These departments
continue to face many challenges in their performance reporting.

8 Chapter 5
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539  Based on our findings, it is reasonable to suggest that, without greater
effort by departments and scrutiny by parliamentary committees, any
significant improvements in the quality of performance reporting may take
decades rather than just a few years. In our view, this rate of improvement is
not good enough for parliamentarians and Canadians to be able to hold
departments and agencies to account for their performance.

540  Our first criterion for good performance reports requires that a
department clearly communicate what business it is in and what it does for
Canadians. It can do this by ensuring that its organizational context and
strategic outcomes are clear and that they reflect the departmental mandate
and mission. The criterion expects that reports will clearly communicate how
a department’s activities are organized, such as through business lines. It also
requires a logical sequence from the department’s business lines to the key
results, which are clearly expressed as planned strategic outcomes. These
should take into consideration the department’s operating environment. As
well, this criterion requires key external partners to be identified and a
credible description of the risks the department faces to be provided.

541  We expected that each report would provide a meaningful performance
story of the department’s work by placing it in this broader context. We also

expected that the quality of these performance stories and the descriptions of
their operating environment would have improved over the nine-year period.

A good overview of the organizational context is generally provided

542  The reports generally achieved higher ratings on this criterion than the
other four criteria in our rating model. Overall, for all the reports we rated,
reporting for this criterion ranged from almost basic to between good and very
good, with one report achieving a very good rating (Exhibit 5.3). Over the
two-year period, the quality of reporting remained consistent for two
departments but improved for the third. Over the nine-year period, two of
the departments improved on this criterion, while the third department
declined. Notably, Environment Canada’s reports improved over both
periods.

Exhibit 5.3 Organizational context and strategic outcomes are clear—assessment summary

[
Fisheries and Oceans Canada

[] 199
]
Natural Resources Canada D 2003
B 2004
|
Environment Canada —
0 1 2 3 4 5
Basic Fair Good Very good  Excellent

Levels
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Performance expectations

Some departments have adopted promising practices

543  In both 2002-03 and 2003-04, the reports of Fisheries and Oceans
Canada and Environment Canada provided good descriptions of their
operating environments. They also provided accountability structures and
identified key partners. Both departments provided Web links in their reports
so that readers can get more information about their partners. This approach
helps to keep the reports focussed on performance. Fisheries and Oceans
Canada also reported on the risks that influence the Department in achieving
its strategic outcomes.

Some challenges remain

544 A performance report should state the department’s main business by
providing its mission and mandate. This information tells readers what the
organization’s purpose is and provides reference to the legislation that makes
it possible for the organization to do its work. In both 2002—-03 and 2003-04,
the performance reports of Natural Resources Canada did not provide the
Department’s mission and mandate, while the Department’s report on plans
and priorities for the corresponding years provided the mandate. The rating
for these performance reports could easily be improved against our model by
including both the Department’s mission and mandate.

545 The reports of all three departments could be improved by providing a
discussion on how their strategic outcomes contribute to relevant
government priorities. As well, they should discuss any challenges faced in
balancing the departments’ own work with their contributions to joint work
with other departments.

546  Our second criterion expects performance expectations to be clear and
concrete. More precisely, departments should clearly state their commitments
to Canadians. These commitments or performance expectations are initially
provided in a department’s report on plans and priorities and should be
clearly identified and aligned with federal government priorities. The
expectations are then carried over into the ensuing performance report. As
well, performance expectations should be expressed as outputs or outcomes.
They should also specify the direction of planned changes—for example,
whether certain outputs or outcomes will be increased, maintained, or
decreased as a result of the department’s program activities. Finally, the time
frame in which those changes will be made should be specified.

541  We expected departments to state their expectations in a clear and
precise way, accompanied by sufficient information to clearly show how the
departments’ activities and strategies would meet these expectations. We also
expected the quality of these statements to have improved over the nine-year
period by increasingly being expressed as outputs and outcomes, rather than
just as activities.

10
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Performance expectations are not always clear and concrete

548  Overall, for all the reports we rated, reporting for this criterion ranged
from basic to fair on our model (Exhibit 5.4). Over the two-year period, two
of the departments achieved a higher rating in 2003—-04 than in 2002-03.
Over the nine-year period, one department improved, and two showed no
change.

Exhibit 5.4 Performance expectations are clear and concrete—assessment summary

Fisheries and Oceans Canada E

[] 1996
Natural Resources Canada D 2003
M 2004
Environment Canada 2
0 1 2 3 4 5
Basic Fair Good Very good  Excellent

Levels

Use of results chains improves reporting

549  In 2002-03 and 2003-04, Fisheries and Oceans Canada’s reports
presented good results chains or logic models that summarize at a glance the
Department’s performance expectations, partnerships, business lines, and
activities. Environment Canada’s 2003—-04 Performance Report provided a
logic model for each business line that also outlines the Department’s
performance expectations in terms of immediate and intermediate outcomes.

Improvements are needed

550  Despite being rated from basic to fair on our rating model, some key
performance expectations presented in the reports of all three departments
were inconsistent with the expectations presented in their planning reports.
These changes to the performance expectations were not explained in the
performance report.

551  The reports could be significantly improved if performance
expectations were expressed as outputs and outcomes, with each
commitment having a clearly-stated direction, amount, and time frame. We
would also like to see a description of the strategies to be used for producing
better results in subsequent years.

552 The third criterion of our model requires key results to be reported
against performance expectations. This criterion expects results to be
presented as outputs or outcomes. It also expects reports to state whether the
department achieved its commitments and to explain any gaps in
performance. This includes aligning outputs and outcomes with performance
expectations, addressing the challenges of achieving expected results,

Report of the Auditor General of Canada—-April 2005
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identifying the partners that contributed to the performance outcomes,
determining the level of resources required, and interpreting the results. We
believe that this criterion is at the very core of good performance reporting.

Outputs and outcomes are not widely reported

553  Overall, for all the reports we rated, reporting for this criterion ranged
from basic to fair, with only one report approaching a good level of reporting
(Exhibit 5.5). The results reported tended to focus largely on activities rather
than on the outputs produced and on the outcomes to which they contribute.
According to our rating model, over the two-year period two departments
marginally improved their reporting, and the same two departments improved
by up to one level over the nine-year period. Given the government’s
emphasis on results-based management over the past decade, we expected to
see greater improvement on this criterion.

Exhibit 5.5 Key results are reported against expectations—assessment summary

Fisheries and Oceans Canada E

[] 199
1
Natural Resources Canada D 2003
M 2004
Environment Canada i
0 1 2 3 4 5
Basic Fair Good Very good  Excellent

Levels

Some promising practices are provided

554  Despite finding some limited improvements on this criterion, some
promising practices are provided. In 2003-04, while all three departments’
reports made some reference to evaluations and internal audits, only Natural
Resources Canada integrated the findings of an evaluation with its reporting
of departmental results. All three departments also provided an estimate of
the level of resources used to achieve each strategic outcome.

555  The 2002-03 report from Environment Canada provided an Internet
link to a table that displayed the Department’s expectations and how well it
has performed against them. However, this table would be more useful if it
were shorter and included in the performance report itself.

Challenges remain

556  The performance reports could be improved by systematically
integrating the findings from evaluations and audits in discussions of the
results. Estimates of the resources used to achieve concrete targets should
also be provided. The gap between the planned results and the actual results
should be explained. As well, information should be provided so that results

12
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achieved can be interpreted, such as trends over the past five years or
comparisons with other departments.

551  Our fourth criterion requires performance information to be credible
and balanced. First, it focusses on the quality of performance information and
the reliability of information sources as the basis for judging the credibility of
the data. Second, it focusses on whether the reporting of good results is
balanced with the reporting of shortcomings and whether the level of detail
for key results is appropriate. This criterion is fundamental to a compelling
and credible performance report.

558  We expected to find evidence to show that the information was
credible. We also expected that results falling short of expectations would be
reported along with the success stories. Further, we expected that the amount
of information provided for the key results would be proportional to their
importance.

Departments do not generally report credible and balanced results

559  Overall, for all the reports we rated, reporting for this criterion ranged
from almost basic to fair (Exhibit 5.6). Over the two-year period, one
department improved on this criterion, one showed no change, and one
declined. There was no improvement on this criterion over the nine-year
period for any of the departments, and we could not find any promising
practices.

Exhibit 5.6 Performance information is credible and balanced—assessment summary

Fisheries and Oceans Canada E

] 1996
Natural Resources Canada D 2003
M 2004
Environment Canada E
0 1 2 3 4 5
Basic Fair Good Very good  Excellent

Levels

Many challenges remain

560 The reports could be improved by reporting data sources and
limitations. They should also provide a discussion on how to interpret their
performance information, including the relevance or importance of the
performance achieved. It is important to report performance shortcomings as
well as successes; this would reduce the risk that users, such as
patliamentarians, might discount the positive results as biased, incomplete,
and lacking in credibility.
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Use of performance information

561 Managing well to improve results is a challenge. The previous four
criteria are based on a more traditional approach to assessing performance
reporting. For these criteria, the organizational context must be provided; the
performance should be defined, measured, and reported against expectations;
and the information must be credible and balanced. However, even if all
these criteria have been met, if feedback on past performance is not used to
improve future results, then the use of the report may be restricted to
addressing the external accountability requirement of reporting to
Parliament.

562  Performance information is not collected just to create accountability
reports; it should also be used to help departments make sound internal
decisions to manage for better results. For example, when evaluations of
programs provide evidence about which programs work well and which ones
do not, then funding could be redirected away from programs that have been
shown not to work well to those that do work well. In addition, the
performance report should provide a credible discussion about the capacity of
a department to produce sustainable results by continuing to perform well in
the future. A good-quality report also highlights lessons learned and identifies
how weak performance will be corrected in future years.

563  We expected that performance reports would demonstrate ways in
which departmental management is using performance information,
including how it will use the information to establish future performance
expectations and improve future performance.

Performance information is seldom used

564  Overall, for all of the reports we rated, reporting for this criterion
ranged from almost basic to between basic and fair, with most reports
achieving only a basic rating (Exhibit 5.7). According to our rating model,
over the two-year period one department improved, one showed no change,
and one declined. Over the nine-year period, two departments improved on
this criterion, while the report of the third department remained the same.

Exhibit 5.7 Use of performance information is demonstrated—assessment summary

Fisheries and Oceans Canada %
[] 1996
Natural Resources Canada D 2003
M 2004
Environment Canada 2:
Levels 0 1 2 3 4 5
Basic Fair Good Very good  Excellent

Levels
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Use of performance information in decision making improves reports

565 In 2003-04, Natural Resources Canada reported how it used the results
provided by an evaluation about road surfaces and the fuel efficiency of
vehicles. Based on this information, resources previously devoted to research
on concrete roads were redirected to research on other road materials. We
consider this a promising practice because it illustrates how the Department
used performance information to potentially improve future performance.

Future performance needs to be discussed

566  The reports could be improved by including both explanations of
corrective action taken to address performance issues and plans to improve
performance. Reports should also discuss the risks associated with continuing
to either meet or make progress on performance targets in the future. The
ratings on this criterion suggest that this could be one of the most challenging
aspects of performance reporting. In facing this challenge, departments will
need to incorporate good performance information into their
decision-making processes, evaluate whether they are heading in the right
direction, and use the information to correct problems.

Conclusion

567  This is the second time that we have used our model to rate a selection
of performance reports. However, it is the first time we have compared a
department’s reports over one or more periods to assess progress in improving
the quality of reporting. Overall, we found that progress in improving
performance reporting to Parliament continues to be a challenge for the three
departments, even after almost a decade of effort.

568  We found that, between 1995-96 and 2003-04, two departments at
least doubled the number of pages in their performance reports. We are not
convinced that the greater length has translated into a proportional increase
in the quality of the reports. Some of the greater length can be attributed to
additional requirements from the Treasury Board Secretariat and the trend
toward greater complexity of the information. However, some of the
increased length is a reflection of more information being reported than is
necessary and information being too detailed for the intended readers. While
the 1995-96 reports were handicapped by focussing largely on activities
rather than on outputs and outcomes, their performance stories were more
succinct and, therefore, more understandable.

569  The findings from this audit are consistent with our observations from
our previous work. In 1988, we concluded that reports to Parliament did not
provide a fully satisfactory basis for accountability. In 1992, we again
indicated that these reports did not provide the necessary breadth of
information. In 1997, when the government reviewed its Expenditure
Management System, we stated that progress in performance reporting to
Parliament was being made. In our 2000 Report, Chapter 19, Reporting
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Performance to Parliament: Progress Too Slow, we concluded, “At the current
rate of progress, it will be many years before good performance reporting
becomes routine.” In 2003, when we rated nine reports, we found that
progress in performance reporting remains disappointing.

570  In our previous work, we listed five factors that contribute to the
quality of performance reporting. We believe these are still valid.

571  First, the basic principles of good reporting are frequently not well
understood or applied by departments. This remains a factor, despite the
Treasury Board Secretariat’s annual guidelines that reinforce the principles of
good reporting.

572 Second, performance reporting takes place in a political environment.
This continues to be a factor because the value of reporting shortcomings has
not yet been widely accepted. Balanced reporting, that is, admitting to
shortcomings as well as successes, is apparently not yet part of the
management culture of government.

573  Third, there are no incentives for good reporting practices or sanctions
applied for poor reporting. Because House committees do not control
departmental budgets, as their counterparts do in some other jurisdictions, it
is more difficult for parliamentarians to encourage good reporting or penalize
poor reporting through the use of financial measures. As well, some
jurisdictions scrutinize performance reports and name the poorly-performing
departments as a way of motivating them to improve their reports.

574  Fourth, many departments do not consider performance reports to be a
high priority. Often, the reports do not get the involvement or attention of
senior departmental management that they should. This may be because
information in performance reports is neither used by departments to manage
for results nor used by the government to manage government-wide
initiatives.

5175  Fifth, despite initiatives of Parliament and the government aimed at
improving the quality of performance reports over the past few decades, in
our view parliamentary committees have not taken advantage of the reports
in their discussions with the departments audited. Greater interest in and
scrutiny of the reports by parliamentary committees would encourage
departments to improve the quality of their performance reports.

576  These factors cannot be overcome easily. They can only be addressed
by fundamentally changing the management culture of government.
Consequently, we are not making any formal recommendations to
departments because our message continues to be that they should make a
greater effort to better understand the basic principles of good reporting and
they should continue to work on improving their performance reports. While
the onus is on departments to improve these reports, the Treasury Board
Secretariat should also continue to help departments by reviewing their
performance reports and providing leadership and opportunities to increase
their understanding and acceptance of the principles and practices of good
performance reporting.
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571  Parliamentary review of performance reports through the various
standing committees is essential for improving the quality of performance
reports. Committees could demand clarification and explanations of
departmental results. They could then challenge departments and agencies
on how well they have performed against their commitments to Canadians.
Only when parliamentarians are engaged with departments in an ongoing
dialogue about departmental performance will the quality of these reports
improve.

Government’s response. We welcome the efforts of the Auditor General in
assessing departmental performance reports and in providing advice on areas
that need improvement. The Government of Canada remains strongly
committed to ongoing improvements in reporting to Parliament, recognizing
that sound, transparent, and effective reporting is key to supporting
Parliament in its role of holding the government to account for the
management and use of public funds.

Reports on plans and priorities and departmental performance reports are
primary instruments of accountability to Parliament. They are a mechanism
through which ministers and their organizations demonstrate responsibility
and accountability. These reports explain to Parliament their departmental
plans, priorities, and expected results, and account for the performance
achieved. In collaboration with departments, the Treasury Board Secretariat
(TBS) has recently revised its departmental guidelines and reinforced the
results-based focus of these reporting instruments. The TBS will continue to
work with departments, parliamentarians, and the Auditor General to help
improve practices highlighted in the Report.

In December 2004, the Treasury Board Secretariat introduced the
Management, Resources and Results Structure (MRRS) Policy. It will provide
a standard, government-wide approach to planning and reporting on resource
expenditures and results. To ensure better quality of performance reporting,
the TBS will provide assistance and guidance to departments as they develop
and adjust their management, resources, and results structures. This is a
major shift in planning and performance reporting practices and will require a
phased-in approach to full implementation. We expect that the MRRS policy
will serve as a consistent and enduring foundation for financial and
non-financial reporting to Parliament.

In the coming months, the government, in collaboration with
parliamentarians, will develop a blueprint for improved reporting to
Parliament that will better respond to needs of parliamentarians and other
stakeholders for transparent, timely, and easy-to-understand performance
information. The government will also invest in technological systems that
support performance data and reporting. Combined, these efforts should
bring about a gradual shift in the management culture and in performance
reporting practices across government departments.

We welcome the opportunities for continued collaboration with the Auditor
General, parliamentarians, departments, and others to enable the required
shift toward improved performance reporting and management practices.
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About the Audit

Objective

The objective of this audit was to assess departmental performance reporting by assessing the overall quality of
departmental performance reports of a small group of departments to determine the extent of progress made in
improving the quality of the reports. Specifically, we assessed the progress made over a two-year period,
between 2002-03 and 2003-04, compared with the progress made over nearly a decade, between 1995-96
and 2003-04.

Scope

We selected the performance reports of three departments—Environment Canada, Fisheries and Oceans Canada,
and Natural Resources Canada. These departments were among the second round of pilot departments participating
on the Improved Reporting to Parliament Project, which provided for the splitting of the Estimates Part III into
planning and reporting documents.

We did not audit the Treasury Board Secretariat.

Approach

We assessed three performance reports from each of three departments against our rating model. These reports
covered the period ending 31 March 1996, 31 March 2003, and 31 March 2004. We followed the approach that we
described in our April 2002 Report, Chapter 6, A Model for Rating Departmental Performance Reports, and applied
to nine departmental performance reports in our May 2003 Report, Chapter 1, Rating Departmental Performance
Reports.

In the rating model, each of the five criteria is represented by a continuum that has five levels or stages of
development. These are basic, fair, good, very good, and excellent. An exceptional performance report would
achieve an excellent rating in each criterion.

Three raters (two from separate teams within our Office and another from outside the Office) applied the rating
model to the performance reports to produce their rating. They then discussed their ratings to arrive at a consensus
rating.

Although we used the rating model developed in 2002, we applied current expectations for good performance
reporting to the reports from all three years (1995-96, 2002-03, and 2003-04).

We did not audit the departments’ systems and procedures for producing the information included in their reports or
reach a conclusion on the reliability of the performance information contained in the reports.

Audit team

Assistant Auditor General: Hugh McRoberts
Principal: Barry Leighton

Doreen Deveen
John McGrath
Anupheap Ngoun
Ruth Sullivan

For information, please contact Communications at (613) 995-3708 or 1-888-761-5953 (toll-free).

18 Chapter 5 Report of the Auditor General of Canada—-April 2005



Report of the Auditor General of Canada to the House of Commons—~April 2005

Main Table of Contents

Chapter 1
Chapter 2

Chapter 3
Chapter 4
Chapter 5
Chapter 6

Message From the Auditor General of Canada
Main Points

Natural Resources Canada—Governance and Strategic Management

National Security in Canada—The 2001 Anti-Terrorism Initiative: Air Transportation Security,
Marine Security, and Emergency Preparedness

Passport Office—Passport Services
National Defence—C4ISR Initiative in Support of Command and Control
Rating Selected Departmental Performance Reports

Indian and Northern Affairs Canada—Development of Non-Renewable Resources in
the Northwest Territories






	Chapter 5 – Rating Selected Departmental Performance Reports
	Table of Contents
	Main Points
	Introduction
	Performance information continues to be important
	Criteria for rating departmental performance reports
	Focus of the audit

	Observations
	Progress continues to be disappointing
	Organizational context
	A good overview of the organizational context is generally provided
	Some departments have adopted promising practices
	Some challenges remain

	Performance expectations
	Performance expectations are not always clear and concrete
	Use of results chains improves reporting
	Improvements are needed

	Key results reported against expectations
	Outputs and outcomes are not widely reported
	Some promising practices are provided
	Challenges remain

	Credible and balanced results
	Departments do not generally report credible and balanced results
	Many challenges remain

	Use of performance information
	Performance information is seldom used
	Use of performance information in decision making improves reports
	Future performance needs to be discussed


	Conclusion
	About the Audit



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.3
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308030d730ea30d730ec30b9537052377528306e00200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /FRA <>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /ENU <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


