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Review of Draft RPG, Reporting Service Performance Information

Objectives of Agenda Item
1. The objectives of the session are to

(@) Review the draft Recommended Practice Guideline (RPG), Reporting Service Performance
Information and identify revisions necessary for approval; and

(b)  Approve the Recommended Practice Guideline (RPG).

Materials Presented

Agenda Item 5.1 Issues Paper
Agenda Item 5.2 Clean—Draft RPG, Reporting Service Performance Information
Agenda Item 5.3 Track Changes—Draft RPG, Reporting Service Performance Information

Actions Requested
2. The IPSASB is asked to:
(@) Consider the issues identified by staff in Agenda Item 5.1;

(b) Carry out a page-by-page review of the draft RPG, Reporting Service Performance Information
in Agenda Item 5.2; and

(c) Approve the RPG.

Prepared by: Gwenda Jensen (February 2015) Page 1 of 1
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Objectives of this Paper

1. This paper provides information to support the IPSASB’s review of the draft Recommended
Practice Guideline (RPG), Reporting Service Performance Information at the IPSASB’s March 2015
meeting. It describes the RPG’s background, including the IPSASB’s December 2014 directions to
staff and how those have been addressed.

Background

2. At its December 2014 meeting the IPSASB reviewed a first draft of the RPG, which had been
developed by staff, in consultation with the Task Based Group (TBG), consisting of Ken Warren and
Ron Salole. The draft RPG reflected the IPSASB'’s review of responses to the Exposure Draft (ED),
ED 54, Reporting Service Performance Information, which occurred in September 2014.

3. This issues paper highlights revisions made to the draft RPG by comparison to the previous draft
reviewed by the IPSASB in December, and discusses issues raised during revisions to address the
IPSASB’s December directions. The RPG’s Basis for Conclusions has been revised to reflect the
IPSASB’s December discussions, and reordered so that its order is consistent with the new
ordering of sections in the RPG.

4, A clean version of the draft RPG—for the IPSASB’s page-by-page review—is provided in Agenda
Item 5.2. (For information, a “track changes” version of the draft RPG is also provided in Agenda
Item 5.3.
Overview of Issues
5. This paper highlights three issues for the IPSASB’s consideration. The issues are:
1. Order of RPG’s coverage—reporting boundary and annual reporting;
2. Information for disclosure;
3. Overview of significant other revisions:
(@ Treatment of “economy” in the Basis for Conclusions; and
(i)  Definition of “effectiveness”;
(i)  Appendix A—examples to illustrate defined terms. and
(iv) Deletion of Conceptual Framework coverage

6. Staff proposes that the IPSASB’s page-by-page review of the draft RPG use the clean version,
provided in Agenda Item 5.2.

Prepared by: Gwenda Jensen (February 2015) Page 1 of 9
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Issue 1 Order of RPG’s Coverage—Reporting Boundary and Annual Reporting

7.

10.

In December the IPSASB directed staff to provide a recommendation on the location of the RPG’s
sections on “Reporting Boundary” and “Annual Reporting and Reporting Period”. This issue was
raised in the context of revising the RPG’s structure to align it with Chapter 8 of The Conceptual
Framework for General Purpose Financial Reporting by Public Sector Entities (the Conceptual
Framework), where presentation decisions are addressed as follows: (1) selection of information,
(2) location of information, and (3) organization of information. Because the sections on “Reporting
Boundary” and “Annual Reporting and Reporting Period” identified information for presentation, one
option was to move them into “Selection of Service Performance Information”.

Staff recommends that the location of these two sections should remain after the “Definitions”
section, but that those specific paragraphs that identify information to be presented should be
moved into “Selection of Service Performance Information”. The draft RPG in Agenda Item 5.2
reflects this recommendation.

The topics addressed by these two sections have the potential to impact on all three presentation
decisions. For example, the RPG’s guideline on reporting boundary is an important factor for
entities’ consideration as they make decisions on information location and organization. Second,
these topics are more directly linked to earlier chapters in the Conceptual Framework. For example
Chapter 2, Objectives and Users of GPFRs, emphasizes information on events that occur during
the reporting period, while Chapter 3, Qualitative Characteristics, discusses timeliness. Chapter 4,
Reporting Entity, relates to reporting boundary. These three chapters come before Chapter 8 in the
Conceptual Framework. Chapter 8 mentions reporting entity and establishes that the qualitative
characteristics apply to presentation decisions, but only Chapter 4 discusses reporting entity.

Appendix A shows text changes that would otherwise be obscured by relocation. (The extent of
changes to text in these sections is not evident in the “track changes” version of the RPG in Agenda
Item 5.3.) There have been few revisions to these two sections since December.

Action Requested:
1.

Members are asked to indicate whether they agree that:

(@) The sections on “Reporting Boundary” and “Annual Reporting and Reporting Period” should
remain immediately after the “Definitions” section; and,

(b) Those specific paragraphs that address selection of information should be moved into the
“Selection of Service Performance Information” section.

Agenda Item 5.1
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Issue 2 Information for Disclosure

11.

12.

13.

The IPSASB'’s September 2014 consideration of constituents’ responses on disclosures indicated
that the RPG should not establish an extensive list of information requirements. Entities should
apply the RPG’s principles when choosing information to disclose. The principles then drive what
information is presented. In December the IPSASB considered a staff proposal that attempted to
address the disclosure overload concerns and take a principles-based approach to presentation of
information. The IPSASB directed staff to revise the approach, because it was confusing and
provided too much discretion to preparers. Users’ needs should guide the RPG’s identification of
information for display and disclosure. A similar wording to that used in RPG 1, Reporting on the
Long-Term Sustainability of an Entity’s Finances, should be applied to the RPG.

The main revisions made to the RPG’s subsections on information for disclosure—which address
disclosure on the basis of the displayed information and narrative discussion and analysis— are:

(8 New text included on the overarching aims of the two different types of disclosures (basis
disclosures and narrative discussion and analysis) and users’ needs related to disclosures.

(b) Basis disclosures:

0] Reclassification of several disclosures as information that “should” be disclosed, when
previously those were information that should be “considered for disclosure”.

(i)  Disclosures from other sections of the RPG moved into the disclosures subsection
(c) Narrative discussion and analysis:
0] A small set of disclosures identified as information that should be disclosed;

(i)  Most of the narrative discussion and analysis disclosures have been moved into an
“Implementation Examples” appendix and classified as illustrative examples.

These changes aim to provide clarity to preparers on what should be provided as disclosures,
without causing disclosure overload. The restructuring of the RPG makes it more understandable,
because all information requirements are in one place. Staff proposes the movement of many
narrative discussion and analysis items into the appendix, because these items appeared to
illustrate what is meant by narrative discussion and analysis rather than establish information that
absolutely must be presented.

Action Requested:

2.

Members are asked to indicate whether they agree with the information identified for:
(a) Disclosures on the basis for displayed information; and,

(b) Narrative and analysis disclosures.

Agenda Item 5.1
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Issue 3 Significant Other Revisions

14. This issue highlights the main further RPG revisions for the IPSASB’s consideration.

Economy—Basis for Conclusions

15. In December the IPSASB directed that references to “economic use of resources: in the draft RPG
should be removed, and the Basis for Conclusions revised to convey the IPSASB’s views on
“assessment of economy”. Paragraphs BC14-BC15 have been drafted to address the relationship
between economy, jurisdictions’ assessments of economy and the RPG:

BC14. During development of the CP and ED 54, and the subsequent review of
responses to ED 54, the IPSASB considered whether to include “economy
indicators” in the RPG’s set of defined terms. Economy is a commonly used term
in the context of service performance reporting. However different jurisdictions
have different meanings for economy. For some jurisdictions economy means
lower costs for service delivery without reference to impact on quantity and/or
quality of services delivered. Other jurisdictions consider that this first view is not
really economy and that using “economy” to describe situations where costs are
reduced but service quantity and/or quality is negatively impacted could be
misleading to users of GPFRs. A second view of economy is that it is only
achieved if service delivery is maintained or enhanced, when costs or other inputs
are reduced. This second view of economy fits the definition of “efficiency” in the
RPG. Indeed, there is a third group of national jurisdictions that does not use the
term “economy” on the basis that the term can be confusing and it overlaps with
efficiency.

BC15. IPSASB members decided to exclude economy indicators because the term is
both confusing and unnecessary given other terms defined in the RPG. So-called
“economy indicators” do not represent something additional to the ideas
conveyed by either inputs or efficiency, for which the RPG establishes clear
definitions. The IPSASB noted that the RPG’s approach to selection of service
performance information allows jurisdictions to assess “economy”, whatever the
meaning that a particular national jurisdiction gives that word. For example, the
RPG supports the presentation of information on costs, on other inputs, and on
efficiency. Therefore the RPG does not define “economy indicators” and does not
use the term “economy”.

Definition of Effectiveness

16. In December the IPSASB noted a possible circularity arising from the draft RPG’s definitions of
“effectiveness” and “service performance objective”. Staff were asked to consider and, if necessary,
address this issue. The two definitions in December were:

Effectiveness is the relationship between actual results and service performance objectives.

A service performance objective is a description of the planned result(s) that an entity is aiming to
achieve expressed in terms of inputs, outputs, outcomes, efficiency or effectiveness.

17. Staff view is that there is circularity (or weakness) in the December definition of effectiveness, such
that entities are unlikely to identify service performance objectives that focus on effectiveness. Staff

Agenda Item 5.1
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recommends that this issue be addressed by removing the word “effectiveness” from the definition
of “service performance objective”. The basis for this proposal is described below.

Proposal: Revise Definition of “Service Performance Objective”

18.

19.

20.

21.

Removing the word “effectiveness” from the definition of “service performance objective” would
address the circularity problem. If effectiveness is viewed as focused on achievement of objectives
then the word should not be mixed into the planned results i.e. the service performance objectives.

Effectiveness is central to users’ review of actual results against planned results. Deleting
“effectiveness” from the definition of service performance objectives should not affect users’ abilities
to make such assessments. The RPG would continue to support assessments of effectiveness in
two ways:

(&) The information for display covers both planned and actual performance indicators; and

(b) The description of narrative discussion and analysis emphasizes review of achievement of
actual results compared to planned results.

The RPG's present coverage of narrative discussion and analysis could also be revised to explicitly
mention effectiveness and effectiveness indicators.

The circularity (or weakness) of the December definition appears when considering a service
performance objective described in terms of effectiveness. An effectiveness-focused objective can
be stated. For example, an entity could aim to have actual results that achieve at least 80% of its
other service performance objectives. However, it seems unlikely that entities would choose to
report such an objective, because service performance objectives are set with the expectation that
they will be fully (100%) achieved.

Alternative Approach: Revise “Effectiveness”

22.

23.

Alternatively the definition of effectiveness could be revised to exclude the circularity. If the IPSASB
prefers this second option, then staff recommends that the definition of effectiveness revert to the
definition included in the CP, as follows:

Effectiveness is the relationship between outputs and outcomes?.

To avoid circularity a revised definition will need to avoid references to either objectives or planned
results. In effect this means reverting to a relationship between different types of indicators, for
example, outcomes related to outputs or outcomes related to inputs. The RPG’s definition of
“efficiency” includes a relationship between outcomes and inputs. The CP definition (outcomes
related to outputs):

(@) Avoids the problem of circularity that exists for the December definition;
(b) Is consistent with many jurisdictions’ meaning for effectiveness; and

(c) Received good support from respondents to the CP.

! To be precise, the CP has this definition: “Effectiveness indicators are measures of the relationship between outputs and

outcomes.” The definition included in the paragraph above is in essence the same as the CP definition, but it has been
aligned with ED 54's approach to performance indicator definitions generally, which does not include “indicators” and
“measures of".

Agenda ltem 5.1
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The CP’s definition requires information on outcomes in order to assess effectiveness. ED 54's
Basis for Conclusions explained the problems with the CP’s definition as follows:

This [definition of effectiveness] implies that the relationship between outputs and outcomes is
relatively simple to measure. After further consideration the IPSASB considered that the
relationship between outputs and outcomes is likely, in many situations, to be more complex
than the simple relationship underpinning the original definition. Furthermore, the IPSASB
considered that effectiveness is better understood to be the degree to which an entity is
successful in achieving its service performance objectives. On this basis the IPSASB decided
that effectiveness indicators show the extent to which an entity has achieved its services
performance objectives.

Based on the discussion above, staff recommends that the IPSASB retain the existing definition for
effectiveness and revise the definition of service performance objectives.

Appendix A—Examples to lllustrate Defined Terms

26.

27.

28.

In December the IPSASB directed that examples in the RPG and its non-authoritative appendix of
examples should be revised to ensure comprehensive coverage, and consistency with appendix
formats used by other pronouncements. Staff expanded the set of examples in the appendix, to
provide more comprehensive coverage.

Recently issued IPSASs, for example, IPSAS 35, Consolidated Financial Statements, were
reviewed. Consistent with recent IPSASs the appendix has been revised as follows:

(8 Renamed “Implementation Examples”;
(b) Moved to after the Basis for Conclusions; and
(c) An additional explanatory sentence added at the beginning of the appendix.

The use of bullet points and “bold” is consistent with the approach used in RPG 1 for its “Glossary
of Indicators”. Staff also considered whether Appendix A should remain immediately after the RPG
and before the Basis for Conclusions. That location would be consistent with the location of RPG
1's “Glossary of Indicators”. However, consistency with other IPSASs supports clarity as to the
authority of the appendix, which does not form part of the RPG.

Deletion of Conceptual Framework Coverage

29.

The IPSASB directed staff to review the draft RPG for any text that repeats Conceptual Framework
coverage, delete that coverage and replace it, where appropriate, with a reference to the
Conceptual Framework. The main impact of this review was the deletion of some of the paragraphs
on application of the qualitative characteristics to service performance information.

Action Requested:
3.

Members are asked to indicate whether they agree with the proposals on:
(a) Economy—paragraphs for inclusion in the Basis for Conclusions;

(b) Effectiveness—revise the definition of “service performance objective” to remove reference to
effectiveness; and

(c) Appendix A—Revised format and location; renamed as “Implementation Examples”.

Agenda Item 5.1
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APPENDIX A: TEXT REVISIONS TO SECTIONS ON LOCATION AND ORGANIZATION

This appendix shows text revisions made to two sections of the RPG. In the main *track changes”
document, Agenda Item 4.2, these changes were obscured when the sections were moved to new
locations in the RPG. As can be seen, not many text revisions have been since the IPSASB’s December
2014 review of these two sections.

Rrosentationwith-Location of Service Performance Information the-Rinancial
R e S e SR R R

An entity may present service performance information either:

45.

46.

|«

(a)
(b)

As part of a GPFR that includes the financial statements; or,

In a separately issued GPFR.

The following factors should be considered when making this decision:

(a)

(b)

(c)

(d)

The extent to which the service performance information needs to be reviewed within the
context of information in the financial statements, including information on budget-actual
comparisons;

Whether the needs of users and the qualitative characteristics are enhanced if the service
performance information is included in the same GPFR as the financial statements or in a
separate GPFR;

Application of the constraints on information, including whether the benefits of including the
information in the same GPFR as the financial statements justify the additional costs (if any)
involved; and,

Junsdiction-specific [equiremeniséastess which gould specify gither that service performance
information should be located aihasin the same GPFR as the financial statements or in a
separate GPFR.

With respect to point (a) in paragraph 46-77 above, an important factor in this decision is likely to be
whether the primary objective of providing the service performance information is:

(a)

To inform assessments on resource allocation decisions for the provision of services, in
which case there is likely to be value in associating the reporting of service performance
information with the financial statements that are compared to budget allocations; or

(b) _To inform assessments on policy or strategy decisions, in which case there is likely to be

value in associating the reporting of service performance information with information on
policies or strategy.

Discl s T

Paragraph XX below addresses the location of service performance information in a GPFR. Where
the—service performance information is presented separately from the GPFR that includes the
financial statements, the following information should be presented:

48.

(a)
(b)

The name of the entity;

Where the entity is a controlling entity, a description of the group of entities controlled by the
reporting entity;

Agenda ltem 5.1
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(c) Where the entity is a controlled entity, the identity of the controlling entity;
(d) The reporting date and the reporting period covered by the service performance information;

(e) The financial statements to which the service performance information relates and sufficient
information necessary for users to locate the financial statements;

() The presentation currency, as defined in IPSAS 4, The Effects of Changes in Foreign
Exchange Rates; and,

(@) The level of rounding used.

49. Where an entity chooses to present its service performance information in a separate GPFR from
the financial statements the separate GPFR should be issued on a timely basis, which will usually
be demonstrated through issuance at the same time as the financial statements or, if not at the
same time, then very close to issuance of the financial statements. The-two-seteof-information—

Organization of Service Performance Information withina-GRER
50. The organization of service performance information within a GPFR should enable users tosuppes:

{a) _Understand an_entity’s service performance, including its achievement of service

performance objectives:

| ; | e ice offici | effecti . gnd

(c) Use the service performance information for the purposes of accountability and decision
making.

51_ —." — - :."".‘:: - # 'T".‘.' e — R e b D R R R
analysis—The service performance linformation should be organized so that connections are clear
between the-hgh-tovel-eummaneedisplayed information and;

4&64(b) fbyralated-Narrative discussion and analysis.

51.52. One way to organize service performance information is in a “statement of service performance”,
which involves organizing information into a tabular or statement form. A statement of service
performance can support understandability and comparability when numerical or “summary
descriptive” performance indicators (e.g. “satisfactory or unsatisfactory”) are reported on muitiple

services.

5253, Where service performance information is presented through narrative or case studies a tabular
approach is unlikely to be appropriate. -in some cases a mixture of case studies and one or more
tables or statements will be appropriate.

54.  Entities may use several levels of reporting in order to achieve a balance between being_

Agenda ltem 5.1
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{a) _~a}-sConcise enough to be understandable; and

(b) -#=—pProviding sufficient detail with respect to muitiple aspects related to each service
performance objective.

£3.55. The use of several levels of reporting allows the—displayx—ofconcise reporting on_service
performance objectivesat-higherlavale, and display or disclosure of more detailed coverage at
lower levels, where service areas, for example, could be disaggregated into two or more individual
sServices.

&4-56. IPSAS 18, Segment Reporting, applies to entities’ identification of segments. It describes service
segments and identifies factors that should be considered when grouping services into segments
for financial reporting purposes. IPSAS 18's description of service segments is likely to be useful for
entities when they consider how to present their service performance information.

Agenda ltem 5.1
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Objective

1.

This Recommended Practice Guideline (RPG) provides guidance on reporting service performance
information in General Purpose Financial Reports (GPFRs). Service performance information
assists users of GPFRs (hereafter termed “users”) to assess the entity’'s service efficiency and
effectiveness. Service performance information is information on an entity’'s service performance
objectives, the extent of its achievement of those objectives, and the services that the entity
provides.

Status and Scope

2.

The reporting of information in accordance with this RPG represents good practice. An entity
reporting service performance information should aim to achieve the applicable principles set out in
this RPG. Compliance with this RPG is not required in order for an entity to assert that its financial
statements comply with International Public Sector Accounting Standards (IPSASS).

This RPG is applicable to all public sector entities other than Government Business Enterprises
(GBESs). Although this RPG does not apply directly to GBEs, the services provided by a GBE
controlled by the reporting entity are within the scope of this RPG.

Service performance information should not be described as complying with this RPG unless it
complies with all the applicable principles in this RPG.

This RPG outlines information to be presented. An entity may present additional information if such
information is useful in meeting the objectives of financial reporting and meets the qualitative
characteristics of financial reporting.

In some jurisdictions the presentation of service performance information is a legislative or
regulatory requirement. Entities are encouraged to disclose information about the impact of such
requirements on compliance with this RPG.

Ajurisdiction may have established service performance reporting requirements that extend beyond
the guidelines in this RPG, These could include, for example, greater specification of required
information organization, requirements for a larger set of information to display or disclose, and/or
specific performance indicators or specific types of performance that are required to be presented.
In that case the entity is encouraged to ensure that information identified through application of both
this guideline and jurisdictional requirements is presented. To the extent that jurisdictional
requirements differ from the guidelines in this RPG, those requirements would apply in addition to,
not in lieu of, the guidelines in this RPG. Service performance information should not be described
as complying with this RPG if the information presented departs from the RPG’s applicable
principles in order to comply with jurisdictional requirements.

Definitions

8.

The following terms are used in this RPG with the meanings specified:
Effectiveness is the relationship between actual results and service performance objectives.
Efficiency is the relationship between (a) inputs and outputs, or (b) inputs and outcomes.

Inputs are the resources used by an entity to provide outputs.

4
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Outcomes are the impacts on society, which occur as a result of, or are reasonably attributable to,
the entity’s outputs and operations.

Outputs are the services provided by an entity to recipients external to the entity.

Performance indicators are quantitative measures, qualitative measures, and/or qualitative
descriptions of the nature and extent to which an entity is using resources, providing services, and
achieving its service performance objectives.

A service performance objective is a description of the planned result(s) that an entity is aiming to
achieve expressed in terms of inputs, outputs, outcomes or efficiency.

The Implementation Examples that accompany RPG 3 illustrate the terms defined above.

Effectiveness

10. Effectiveness describes the relationship between an entity’'s actual results and its service
performance objectives, where the results and the related service performance objective are
consistently expressed. When reporting on its effectiveness the entity reports the extent to which
one or more of its service performance objectives has been achieved. The more effectively an
entity operates as a service provider, the better will be its actual results when measured against its
planned results.

11. Effectiveness is assessed at the end of the reporting period, once the actual results are available.
Precise measurements of effectiveness are usually ratios of the actual results achieved to the
planned results established in the service performance objective. An impression of effectiveness
can be gained by comparing—without calculation—actual service performance against the relevant
service performance objective.

Efficiency

12. An efficiency indicator can be used to show when a service is being provided more (or less)
efficiently compared to:

(a) Previous reporting periods;
(b)  Expectations;
(c) Comparable service providers; or,
(d) Benchmarks.
13. Other things being equal, if outputs can be produced at less cost than before then production

efficiency has improved and an efficiency indicator designed to report that type of efficiency gain
will show an improvement. Similarly, if the quality of a service improves so that the outcomes
achieved are better than those previously attained, with other variables such as service quantity
(outputs) and cost holding constant, then this represents an increase in efficiency, and an efficiency
indicator designed to capture that type of efficiency gain will show an improvement. The converse—
quality decreases so that outcomes are worse, with other variables such as service quantity
(outputs) and cost holding constant—would indicate less efficient service provision.

5
Agenda Item 5.2



REPORTING SERVICE PERFORMANCE INFORMATION
IPSASB Meeting (March 2015)

Inputs

14.

15.

Resources used to produce outputs include:

(8 Human resources or labor;

(b) Capital assets such as land, buildings and vehicles;
(c) Cash and other financial assets; and,

(d) Intangible assets such as intellectual property.

Inputs are also reported in terms of costs incurred.

Outcomes

16.

17.

18.

19.

An entity’s outcomes could be impacts affecting society as a whole or impacts on particular groups
or institutions within society. Outcomes could be relatively direct impacts on recipients of the entity’s
services. They could also be impacts on others that are not recipients of the entity’s services but
who benefit indirectly from those services.

Outcomes may include, for example, changes to educational achievements within society, changes
to poverty and crime levels, or changes to the health of different groups within society.

Although outcomes usually result from an entity’s outputs, an entity’'s operations may also
contribute to achievement of its outcomes.

There may be a strong, direct causal link between an entity’s actions and its outcomes, but this will
not always be the case. Factors beyond the entity’s control may intervene to either hinder or
facilitate the entity’s achievement of outcomes.

Outputs

20.

21.

Services provided by an entity to external recipients could include:

(&) Services provided directly to individuals and institutions, for example, health or education
services or the provision of goods such as food or books;

(b)  Services provided indirectly to individuals and institutions, for example, services which aim to
develop, promote, protect or defend a community, institution, country, or community values
and rights;

(c) Transfers to individuals and institutions, for example, cash transfers and the provision of
economic incentives such as tax incentives;

(d)  Provision of policies, regulations or legislation to achieve public policy goals, which includes,
for example, revenue related legislation and the enforcement of such legislation; and

(e) Collection of taxes and other revenues.

The receipt of services by recipients external to the entity is a critical factor in deciding whether
services are outputs, rather than services consumed internally as part of an entity’s production of
outputs.

Performance Indicators

22.

Inputs, outputs, outcomes, efficiency and effectiveness are types of performance indicators.

6
Agenda Item 5.2



23.

24,

REPORTING SERVICE PERFORMANCE INFORMATION
IPSASB Meeting (March 2015)

Performance indicators may be quantitative measures, for example, the number of outputs
produced, the cost of services, the time taken to provide a service, or a numerical target for an
outcome. Performance indicators may be qualitative measures, for example descriptors such as
poor/good/excellent or satisfactory/unsatisfactory, which could include service quality ratings by
service recipients, citizens or experts. Use of quantitative and qualitative measures may help users
with:

(@) Their assessment of whether service performance objectives have been achieved; and,
(b) Inter-period and inter-entity comparisons of service performance.

A performance indicator could also be in the form of a qualitative description. A qualitative
description may be necessary to provide users with relevant and understandable information on
service performance where there is a high level of complexity and judgment involved in a particular
service.

Service Performance Objectives

25.

26.

27.

28.

Service performance objectives may be expressed using performance indicators of inputs, outputs,
outcomes or efficiency, or through a combination of one or more of these four performance
indicators. A service performance objective may also be expressed using a narrative description of
a desired future state resulting from provision of services.

Service performance objectives will generally be specific, measurable, achievable, realistic and
time-bound.

An entity’s service performance objectives may all be expressed in the same type of performance
indicator, for example, all expressed in outcomes. They may also be expressed in different types of
performance indicators, for example, some of the service performance objectives may be
expressed in outcomes, while others are expressed in outputs and/or inputs.

A single service may contribute to achievement of one or more service performance objectives.
Several services may contribute to the same service performance objective.

Reporting Boundary

29.

30.

For reporting service performance information the reporting boundary of the entity should be the
same as that used for the financial statements.

Unlike consolidated financial statements, which aggregate the finances of controlled entities,
service performance information reported by a controlling entity is not usually an aggregation of the
services reported by its controlled entities. Instead, a controlling entity applies the principles in this
RPG when presenting its service performance information. For example, the performance
indicators presented will be relevant to the controlling entity’s own service performance objectives.
To the extent that a controlling entity presents information about the services provided by its
controlled entities that information is likely to be a high level overview.

Annual Reporting and Reporting Period

31.
32.

Service performance information should be reported at least annually.

Service performance information should cover the same reporting period as that covered by the
financial statements. However, a consideration of users’ needs and an assessment of costs and
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benefits may indicate that the reporting period should be different from that covered by the entity’s
financial statements. This may be the case, for example, when service performance information
presented by a controlling entity is based on service performance information reported by controlled
entities that have a different reporting period.

Service performance objectives may require periods longer than one year to achieve. Users will
need information on progress towards such multi-year service performance objectives. Paragraph
55 addresses the type of service performance information that can be presented to show annual
progress towards multi-year service performance objectives.

Principles for Presentation of Service Performance Information

34.

35.

36.

37.

38.

39.

An entity should present service performance information that is useful to users for accountability
and decision making purposes. Presentation should enable users to assess the extent, efficiency
and effectiveness of the entity’s service performance. It should be appropriate to the entity’s service
performance objectives and make the relationship between the entity’'s service performance
objectives and its service performance achievements clear.

When used in combination with the information in an entity’s financial statements, service
performance information should enable users to assess the entity’s finances in the context of its
achievement of service performance objectives and vice versa.

The service performance information presented should take account of the entity’s specific
circumstances, such as:

(&) The services that the entity provides;
(b)  The nature of the entity; and,
(c)  The regulatory environment in which the entity operates.

The presentation of service performance information should achieve the qualitative characteristics
of financial reporting, while applying the pervasive constraints on information in GPFRs. (The
Conceptual Framework for General Purpose Financial Reporting by Public Sector Entities (the
Conceptual Framework) describes the qualitative characteristics and pervasive constraints.)

Aggregation or disaggregation of service performance information should be at a level that conveys
a meaningful understanding of the entity's service performance achievements. The level of
aggregation should not be so high as to conceal or obscure performance, while the level of
disaggregation should not be so low as to result in detailed listings that also obscure performance
and reduce understandability. Information reported should be sufficiently specific for users to hold
the entity accountable for its service performance, particularly its performance with respect to its
service performance objectives.

Comparability to other entities can be difficult to achieve in the context of service performance
information since diverse services are provided. Even where two entities provide exactly the same
service they may have different service performance objectives with the result that they need to
report different, non-comparable performance indicators. Inter-entity comparability may need to be
traded off against relevance, so that service performance objectives and their related performance
indicators are chosen to be relevant to the service performance situation of the entity. Alternatively
the needs of users may indicate that performance indicators that are comparable with those of
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other entities delivering the same services are relevant to the entity, and the two qualitative
characteristics—comparability and relevance—are aligned.

Selection of Service Performance Information

Information for Display

40.

41.

42.

43.

The following information should be displayed:

(&) Service performance objectives;

(b) Performance indicators; and,

(c) Total costs of the services.

With respect to performance indicators and the total costs of the services, the entity should display:
(a) Planned and actual information for the reporting period; and

(b)  Actual information for the previous reporting period.

Where service performance information includes information that is also in the financial statements,
cross-references to the financial statements should be presented so that users can assess the
information within the context of the financial information reported in the financial statements.

Information found in an entity’s legislation and planning documents (budget statement, mission
statement, strategic plan, funding agreements, corporate plan, etc.) will usually help to identify the
service performance objectives and performance indicators that are relevant to the entity.

Service Performance Objectives

44,

Where the entity’s service performance objectives change, the information presented should reflect
the change. For example, an entity may initially have service performance objectives related to
increasing either the inputs or outputs related to its services, and then later re-focus its
performance towards improving either the services’ efficiency or effectiveness. That change should
be reflected in the service performance information that the entity presents.

Performance Indicators

45.

46.

47.

Judgment is needed to determine the most suitable set of performance indicators to be reported.
The overriding principle is that indicators should be selected on the basis of their importance to
users and their usefulness in assessing the entity’'s achievements in terms of its service
performance objectives. For performance indicators to be relevant they should link directly to one or
more of the entity’s service performance objectives. Alignment between the different indicators
presented—for example between input, output and/or outcome performance indicators—and the
service performance objectives helps users to assess the relationship between resources and
results, and how resource availability may have influenced achievement of service performance
objectives.

The performance indicators presented should allow users to assess how efficiently and effectively
the entity has used its resources to deliver services and achieve its service performance objectives.

Where an entity has publicly reported planned performance indicators the actual performance
indicators presented will usually be consistent with those previously made public. Those entities
that publish their budget information and apply IPSAS 24, Presentation of Budget Information in
9
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Financial Statements, should consider the relationship between that information and the service
performance information that they report.

An entity is encouraged to display information about its intended outcomes and its achievements
with respect to those outcomes.

There may be a large number of performance indicators that can be presented for an entity’'s
service performance objectives, services or programs. To ensure that the information is
understandable and to avoid overwhelming users, entities generally will need to identify only those
few key performance indicators that will best meet the needs of users for information that meets the
objectives of financial reporting.

Performance indicators that involve quantification should be able to be measured reliably. Where
performance indicators can be generated by a transaction processing system the use of such a
system will support the verifiability and timeliness of reported information.

When selecting performance indicators entities should ensure that the indicators presented will
provide a representationally faithful description of service performance. There may be trade-offs
between different aspects of service performance, such that one aspect improves while another
aspect deteriorates. Information presented should be neutral and without bias. Entities should avoid
any tendency to present performance indicators that are biased towards reporting positive results.
This helps to ensure that the qualitative characteristics are met and users can be confident that the
performance indicators faithfully represent the entity’s service performance.

Ease of measurement is likely to be a consideration when selecting performance indicators, but it
should be secondary to the needs of users. The performance indicators presented should not over-
emphasize easily measured dimensions.

In some situations a qualitative description (also called narrative information) should be presented
as a performance indicator. This could be the case where service performance achievements
cannot be reduced to a small set of quantitative or qualitative measures because the service:

(& Iscomplex;
(b) Involves interrelated factors; and

(c) Involves a large number of different possible indicators of success or progress, all of which
involve judgment as to their relative importance.

Information reported on any particular service may include one or more different types of
performance indicators; quantitative measures, qualitative measures and/or qualitative descriptions.

Multi-year Service Performance Objectives and Performance Indicators

55.

In situations where service performance objectives are multi-year, inherently difficult to measure, or
very costly to measure, alternative or proxy measures that indicate progress towards achievement
of the service performance objective may be able to be presented in the short-term, until
information on achievement of the multi-year service performance objective is available. The
extended timeframe of multi-year service performance objectives should not be a deterrent to
reporting multi-year objectives and disclosing progress towards their achievement, although ways
to report on progress in a cost-effective way may need to be developed. For example, where an
entity establishes both annual outputs and longer term, multi-year outcomes for one or more
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service area there may be scope to treat annual reporting against outputs as indicative of progress
towards achievement of the outcomes, with actual outcomes reported less frequently.

Total Costs of Services and Disaggregated Cost Information

56. In addition to display of the total costs of services, an entity may also choose to present
disaggregated cost information. Disaggregated cost information could, for example, be costs
related to individual service performance objectives, outcomes, service areas, individual services,
the costs of outputs, or costs related to particular inputs. Users’ assessment of efficiency may be
supported through provision of costs related to either outputs or outcomes.

Planned and Actual Service Performance

57. Planned and actual service performance information should be reported consistently so that users’
assessments of effectiveness are facilitated. Wherever possible, entities should report on the same
performance indicators, with the same methodology and parameters for their computation, as that
established before the start of the reporting period. This enables users to compare actual
performance with planned performance at the end of the reporting period.

58. Consistency of performance indicators over several years facilitates long-term trend analysis. But
such consistency should not be pursued at the expense of:

(@) Improving the quality of performance indicators; or,
(b)  Aligning indicators with changed expectations from stakeholders.

59. An entity may need to address the issue of how to report on changes to planned service
performance that occurred during the reporting period. This situation may arise, for example, when
stakeholders revise their service performance expectations during the reporting period, resulting in
an amendment to service performance objectives. Service performance objectives may also
change as a result of a public sector combination, where accountability for services is transferred
from one entity to another or reporting needs to be on services previously provided by two different
entities and now provided by a single, merged entity. In these situations it may be possible for the
entity to report against both the original and the revised service performance objectives. The reason
for, and the impact of, these changes could be outlined in narrative discussion and analysis, so that
users have the information they need to understand reasons for variances between service
performance objectives at the beginning of the reporting period and actual achievements, while
also understanding the degree of actual achievement against the more up-to-date, revised service
performance objectives.

Information for Disclosure
60. Judgment is needed to decide what information should be disclosed so that users:
(@) Understand the basis of the displayed service performance information; and,
(b) Receive a concise overview of the entity’s service performance, which highlights the main
issues relevant to their assessment of that service performance.
Basis of Displayed Service Performance Information

61. An entity should disclose sufficient information on the basis of displayed service performance
information to enable users to evaluate:
11
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(@) Whether the information on service performance objectives, performance indicators and total
costs is useful to assess the entity’s service efficiency and effectiveness; and

(b)  The quality of the displayed information, including its verifiability.

An entity should disclose information on the sources of displayed service performance information
and make any additional disclosures necessary to meet the objectives of financial reporting.

The following information should be disclosed:

(@) An explanation of the displayed service performance objectives, which describes how they
have been established, the need for them to be achieved, and the relationship(s) between
the service performance objectives and:

0] The displayed performance indicators, and
(i)  The entity’s overall objectives.

(b)  An explanation of the relationship(s) between related performance indicators. (For example,
information on the extent of alignment between input, output and/or outcome indicators,
where the inputs and outputs contribute to achievement of a particular outcome.)

(c) An explanation of the basis for information aggregation (or disaggregation), which addresses
the level of detail reported.

Disaggregated Information on Costs

64.

65.

66.

If an entity chooses to present disaggregated information on costs then the basis for cost
determination should be disclosed.

Cost determination information includes information such as:

(a) Cost allocation policies;

(b) The treatment of direct and indirect service related expenses; and/or

(c) Areconciliation or a comparison between the costs of services presented and total expenses.

Where an entity discloses either a reconciliation or a comparison between the costs of services
presented and total expenses this could be between, for example:

(a) Total costs of services and total expenses; or

(b) Costs related to individual services or groups of services and costs reported for different
segments.

Controlling Entity Disclosures

67.

Where a controlling entity reports on services provided by its controlled entities the controlling entity
should disclose information that explains the respective roles and responsibilities for service
performance within the economic entity.

Disclosures when Reporting Period is Different

68.

When the service performance information covers a reporting period different from that for the
entity’s financial statements, the following information should be disclosed:

(&) The fact that the reporting period is not the same as that for the financial statements;
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(b)  Why there is a difference; and,
(c) If financial information is included in the service performance report, either

0] The reporting period of the financial statements from which the information has been
derived, along with information to facilitate access to those financial statements; or

(i)  The source of the financial information reported, if the information has not been derived
from the entity’s financial statements, along with information to facilitate access to that
source.

When the reporting period for information on some services is different from the reporting period of
the entity’'s service performance report the following information should be considered for
disclosure:

(i)  The services affected,
(i)  The applicable reporting period(s), and

(i)  An explanation for the difference(s).

Disclosures when Separate from the Financial Statements

70.

Paragraphs 74—77 below address the location of service performance information in a GPFR.
Where service performance information is presented separately from the GPFR that includes the
financial statements, the following information should be presented:

(& The name of the entity;

(b)  Where the entity is a controlling entity, a description of the group of entities controlled by the
reporting entity;

(c)  Where the entity is a controlled entity, the identity of the controlling entity;
(d)  The reporting date and the reporting period covered by the service performance information;

(e) The financial statements to which the service performance information relates and sufficient
information necessary for users to locate the financial statements;

(f)  The presentation currency, as defined in IPSAS 4, The Effects of Changes in Foreign
Exchange Rates; and,

(@) The level of rounding used.

Narrative Discussion and Analysis

71.

72.

The entity should disclose narrative discussion and analysis on its service performance information.
Narrative discussion and analysis complements the displayed service performance information by
enabling users to gain insight from the entity on:

(@) Aspects of service performance that the entity considers should be highlighted; and
(b) Factors that affected service performance achievements during the reporting period.

Narrative discussion and analysis should provide a concise overview of the entity’'s service
performance that:

(a) Discusses the degree to which service performance objectives have been met;
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Provides balanced explanations of the information displayed, which cover both positive and
negative aspects of the entity’s service performance; and

Facilitates users’ assessments of the efficiency and effectiveness of the entity’'s service
performance.

The Implementation Examples that accompany RPG 3 illustrates types of information that could be
included in narrative discussion and analysis.

Location of Service Performance Information

74.

75.

76.

77.

An entity may present service performance information either:

(@)
(b)

As part of a GPFR that includes the financial statements; or,

In a separately issued GPFR.

The following factors should be considered when making this decision:

(@)

(b)

()

(d)

The extent to which the service performance information needs to be reviewed within the
context of information in the financial statements, including information on budget-actual
comparisons;

Whether the needs of users and the qualitative characteristics are enhanced if the service
performance information is included in the same GPFR as the financial statements or in a
separate GPFR,;

Application of the constraints on information, including whether the benefits of including the
information in the same GPFR as the financial statements justify the additional costs (if any)
involved; and,

Jurisdiction-specific requirements which could specify either that service performance
information should be located in the same GPFR as the financial statements or in a separate
GPFR.

With respect to point (a) in paragraph 77 above, an important factor in this decision is likely to be
whether the primary objective of providing the service performance information is:

@)

(b)

To inform assessments on resource allocation decisions for the provision of services, in
which case there is likely to be value in associating the reporting of service performance
information with the financial statements that are compared to budget allocations; or

To inform assessments on policy or strategy decisions, in which case there is likely to be
value in associating the reporting of service performance information with information on
policies or strategy.

Where an entity chooses to present its service performance information in a separate GPFR from
the financial statements the separate GPFR should be issued on a timely basis, which will usually
be demonstrated through issuance at the same time as the financial statements or, if not at the
same time, then very close to issuance of the financial statements.
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Organization of Service Performance Information

78.

79.

80.

81.

82.

83.

84.

The organization of service performance information within a GPFR should enable users to:

(@) Understand an entity's service performance, including its achievement of service
performance objectives;

(b)  Assess the entity’s service efficiency and effectiveness; and

(c) Use the service performance information for the purposes of accountability and decision
making.

The service performance information should be organized so that connections are clear between

displayed information and:

(a) Disclosures on the basis of the displayed information, and

(b)  Narrative discussion and analysis.

One way to organize service performance information is in a “statement of service performance”,
which involves organizing information into a tabular or statement form. A statement of service
performance can support understandability and comparability when the performance indicators
presented are quantitative measures or qualitative measures reported on multiple services.

Where service performance information is presented through narrative or case studies a tabular
approach is unlikely to be appropriate. In some cases a mixture of case studies and one or more
tables or statements will be appropriate.

Entities may use several levels of reporting in order to achieve a balance between being:
(@) Concise enough to be understandable; and,

(b) Providing sufficient detail with respect to multiple aspects related to each service
performance objective.

The use of several levels of reporting allows the display of concise reporting at higher levels, and
display or disclosure of more detailed coverage at lower levels, where service areas, for example,
could be disaggregated into two or more individual services.

IPSAS 18, Segment Reporting, applies to entities’ identification of segments. It describes service
segments and identifies factors that should be considered when grouping services into segments
for financial reporting purposes. IPSAS 18’s description of service segments is likely to be useful for
entities when they consider how to present their service performance information.
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Basis for Conclusions

This Basis for Conclusions accompanies, but is not part of, RPG 3.

Background

Project Initiation, Consultation Paper and Decision to Develop Guidance

BC1.

The IPSASB’s project on reporting service performance information began with a review of
national standards, guidance, and regulatory requirements for service performance reporting (or
its equivalent) from selected national jurisdictions, the United Nations, and the Organization for
Economic Co-operation and Development. No two jurisdictions have identical service
performance reporting frameworks, but there are similarities in the service performance
information that is reported. Consideration of these similarities and of commonly used terms
provided the basis for the Consultation Paper (CP), Reporting Service Performance Information,
issued in 2011. The CP proposed a principles based framework for reporting service performance
information and a standard terminology.

Development of a Recommended Practice Guideline

BC2.

In 2013 the IPSASB decided that information additional to that included in the financial
statements should presently be addressed through development of a Recommended Practice
Guideline (RPG). Therefore a draft RPG, ED 54, Reporting Service Performance Information,
was developed for reporting service performance information. This RPG is based on the service
performance reporting framework developed for the CP, revised for the IPSASB’s decisions
during its review of responses to the CP and its subsequent review of responses to ED 54. This
RPG is underpinned by the Conceptual Framework for General Purpose Financial Reporting by
Public Sector Entities (the Conceptual Framework).

Overall Approach of RPG—Guidance on Decisions and Minimum Characteristics

BC3.

BCA4.

BCS.

During development of this RPG, the IPSASB considered whether its overall approach should
aim to:

(@) Establish minimum characteristics of service performance information, consistent with an

RPG’s role as providing guidelines on good practice and requirements; or

(b) Provide a framework that identifies decisions that preparers need to make and guidance on

those decisions, consistent with the framework approach in the CP and an RPG'’s function as
guidance.

Given the diversity of services and reporting contexts, the IPSASB decided that the RPG should
not attempt to standardize service performance reporting, but focus on achievement of applicable
principles. At the same time, the core type of service performance information that should be
presented. This approach was decided on the basis that guidelines are needed on what type of
information should be presented and it is possible to identify broad categories of information—for
example, information on service performance objectives—that are applicable to all entities that
report service performance information.

In developing an RPG for reporting service performance information the IPSASB acknowledged
the challenge in developing guidance that would be useful when applied to diverse services,
diverse service performance objectives, and diverse accountability and decision-making contexts
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world-wide. Arguably service performance reporting quality depends in part on the extent to which
it meets the particular information needs arising from the services provided and the context for
their provision. For example, a report that tells the story of factors influencing progress toward
critical targets may look quite different to a report that provides an account of services delivered
for the resources provided. The IPSASB considered these matters and was of the view that it
would be most helpful to develop an RPG that identifies the decisions that preparers will need to
make, then provides guidance on how such decisions should be made, rather than an RPG that
establishes minimum standards.

The IPSASB'’s view is that principles applicable to reporting service performance information
provide useful guidance, without attempting to establish global requirements that may not be
appropriate for the variety of different services and different service delivery contexts that exist
globally. Service performance information is a developing area, which means that the RPG
should not be overly prescriptive.

Some respondents to the ED were concerned about an apparent contradiction between RPGs as
pronouncements that do not establish requirements and paragraph 5 of the ED, which stated that
compliance with the RPG involves compliance with all of its requirements. The IPSASB decided
that the phrase “compliance with requirements” in this paragraph should be replaced with
“compliance with applicable principles”. The basis for this is twofold. First, the RPG establishes
principles which entities then use to guide their decisions on what service performance
information they report. Second, while the paragraph still uses the idea of “compliance”, the
IPSASB considers that this is consistent with the RPG’s role as a recommended guideline. The
nature of an RPG as a guideline is established by the allowance for entities to not follow a
particular RPG—in its entirety—without impacting negatively on the entity’'s IPSAS compliance.
Preparers (or jurisdictions) may also choose to apply part of the RPG and, for example,
progressively move towards full compliance, at which point compliance can be asserted.
Nonetheless the specific content of an RPG involves a set of principles that establish best
practice. An RPG may also, depending on the topic addressed, involve more flexibility of
application than is the case for an IPSAS. This is the case for this RPG which includes options as
to presentation and uses principles to guide preparers’ decisions on what information to present.

The IPSASB considered whether the RPG should apply to Government Business Enterprises
(GBEs). While acknowledging that GBEs provide services and may report service performance
information on those services the IPSASB decided that this RPG should apply to all public sector
entities other than GBEs. This is consistent with the Preface to International Public Sector
Accounting Standards, which states that the IPSASB develops accounting standards and other
publications for use by public sector entities, other than GBEs. This exclusion from the scope
should not be read as implying that the guidance could not be applied by GBEs or that there is
any barrier to GBEs applying this guidance.

In reaching this conclusion the IPSASB noted that where a controlling entity reports service
performance information according to the recommendations in this RPG it may provide
information on services provided by one or more controlled GBEs. Although the GBEs’ own
reporting is not within the scope of this RPG, the IPSASB decided that the information reported
by the controlling entity—about the GBES’ services—needs to follow the RPG’s requirements, if
the controlling entity is to assert compliance with the RPG.
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The IPSASB considered whether this RPG should apply to entities in national jurisdictions which
already have extensive service performance information reporting requirements for their public
sector entities—requirements that may extend beyond the principles approach to information
which is set out in the RPG. The IPSASB’s view is that, in such circumstances, the entity will
need to ensure that jurisdictional requirements are met. While the RPG does not set out detailed
comprehensive and specific requirements, this does not represent an encouragement to report
less than is already reported under national or other requirements, nor is this viewed as in conflict
with more extensive reporting. Paragraphs 6—7 of the RPG addresses the relationship between
the RPG and jurisdictional requirements for service performance information, explaining that the
RPG does not preclude the presentation of additional information and more extensive
jurisdictional requirements would apply in addition to the guidelines in the RPG. The IPSASB
concluded that the RPG adequately addresses this issue and the RPG should be able to be
applied to entities in jurisdictions where extensive service performance information reporting
requirements already exist.

Definitions of Terms

BC11.

BC12.

BC13.

BC14.

In reaching its view on the need for standardized service performance terminology the IPSASB
noted that although entities use some terminology consistently, many of those entities have not
defined some or all of the terms they use. Moreover, the same terms sometimes have different
meanings in different jurisdictions. On this basis, the IPSASB concluded that a standardized
service performance terminology was necessary to support the understandability and
comparability of service performance information reported by entities in GPFRs.

The IPSASB developed the defined terms in the RPG, by basing them, as far as possible, on
terms already used in jurisdictions with a well thought through and explicit approach to, and
extensive experience in, service performance reporting.

During the review of responses on the CP and the ED, and then during subsequent development
of the RPG the IPSASB revised the definition of an effectiveness indicator. The CP definition was:
“Effectiveness indicators are measures of the relationship between outputs and outcomes.” This
implies that the relationship between outputs and outcomes is relatively simple to measure. After
further consideration the IPSASB considered that the relationship between outputs and outcomes
is likely, in many situations, to be more complex than the simple relationship underpinning the
original definition. Furthermore, the IPSASB considered that effectiveness is better understood to
be the degree to which an entity is successful in achieving its service performance objectives. On
this basis the IPSASB decided that effectiveness indicators show the extent to which an entity
has achieved its services performance objectives

During development of the CP and ED 54, and the subsequent review of responses to ED 54, the
IPSASB considered whether to include “economy indicators” in the RPG’s set of defined terms.
Economy is a commonly used term in the context of service performance reporting. However
different jurisdictions have different meanings for economy. For some jurisdictions economy
means lower costs for service delivery without reference to impact on quantity and/or quality of
services delivered. Other jurisdictions consider that this first view is not really economy and that
using “economy” to describe situations where costs are reduced but service quality and/or quality
is negatively impacted could be misleading to users of GPFRs. A second view of economy is that
it is only achieved if service delivery is maintained or enhanced, when costs or other inputs are
reduced. This second view of economy fits the definition of “efficiency” in the RPG. Indeed, there
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is a third group of national jurisdictions that does not use the term “economy” on the basis that the
term can be confusing and it overlaps with efficiency.

IPSASB members decided to exclude economy indicators because the term is both confusing
and unnecessary given other terms defined in the RPG. So-called “economy indicators” do not
represent something additional to the ideas conveyed by either inputs or efficiency, for which the
RPG establishes clear definitions. The IPSASB noted that the RPG’s approach to selection of
service performance information allows jurisdictions to assess “economy”, whatever the meaning
that a particular national jurisdiction gives that word. For example, the RPG supports the
presentation of information on costs, on other inputs, and on efficiency. Therefore the RPG does
not define “economy indicators” and does not use the term “economy”.

Reporting Entity

BC16.

BC17.

BC18.

Service performance information should support the users’ of the GPFRs as they hold the entity
accountable for its service provision and use of resources, and makes decisions affecting that
entity. On that basis a majority of the IPSASB considered that service performance information
should be prepared for the same reporting entity as for the financial statements. To be consistent
with coverage in RPGs 1 and 2 (see RPG 1, paragraph 14 and RPG 2, paragraph 4) the wording
in RPG 3 focuses on “reporting boundary” rather than reporting entity, In reaching this conclusion
the IPSASB also noted that the RPG’s accountability and decision making focus is not designed
to apply to supply chains, networks or other combinations of individual entities that may be able to
influence each other but do not have the ability to control.

Several respondents to the ED suggested that the RPG should also provide guidance for
reporting on programs or policies that involve a group of entities that are not under common
control, that is, “cross-boundary” reporting. The IPSASB acknowledged that there is a trade-off
between service performance reporting that applies the same reporting entity boundary as for the
financial statements and flexible boundaries that provide scope for cross-boundary reporting. A
focus on the same reporting entity as for the financial statements has the benefit of following lines
of control and supporting organization-focused accountability, while also facilitating both
collection of service performance information and the integration of such information with financial
information in the entity’s financial statements. However there are cases where no single entity is
accountable for a program or policy and requiring cross-boundary reporting, aligned with the
program or policy, would provide information that better explains service performance related to
that program or policy. The IPSASB considered expanding the RPG’s scope to also include
guidance for cross-boundary reporting on “programs” or “sets of activities that contribute to the
same outcome(s)”. The IPSASB decided that the RPG should remain focused on reporting by the
same entity as that for the financial statements. This does not prevent national jurisdictions from
adapting the RPG's principles and guidance for application to cross-boundary reporting.

The IPSASB considered concerns expressed by respondents to the CP and the ED over
controlling entities being required to report all services provided by their controlled entities. That
could have the result that information becomes too detailed and lengthy to meet the qualitative
characteristics and support users’ assessments for accountability and decision making. The
IPSASB decided to include further explanation in the RPG to address this concern. On this basis
the RPG states that controlling entities should report against their own service performance
objectives rather than attempt to aggregate all those services provided by controlled entities.
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Annual Reporting and Reporting Period

BC19.

The IPSASB considered whether service performance information should be reported annually,
when service performance objectives, whether expressed in outcomes, outputs or inputs, may
require periods longer than one year to achieve. The majority of IPSASB members considered
that service performance information should be reported annually because this is important to
ensure that users’ have the information they need for the purposes of accountability and decision-
making. To address the existence of multi-year service performance objectives the IPSASB
decided that the RPG could encourage entities to disclose information on their progress towards
multi-year service performance objectives. The IPSASB noted that responses to the ED indicated
generally strong support for annual reporting. The IPSASB confirmed that service performance
information should be presented annually and use the same reporting period as that for the
financial statements, unless users’ needs require a different period.

Scope to Report More Frequently

BC20.

Some respondents to the ED were concerned that it did not allow entities to report more
frequently than annually. The IPSASB agreed with respondents who argued in favor of scope for
more frequent reporting, noting that this is likely to increase transparency and accountability. As
one respondent stated, more frequent reporting also can encourage “management dialogue
between all those involved in the evaluated public policy mission and improves the management
process by increasing the accountability of the public manager The IPSASB decided to use the
phrase “should be reported at least annually”, which allows for more frequent reporting and is the
same phrase as that used in IPSAS 1, Presentation of Financial Statements, to address reporting
frequency.

Reporting Against Multiyear Performance Objectives

BC21.

The IPSASB considered concerns raised by some respondent to the ED that annual reporting
could have negative consequences for outcome reporting, including the possibility that annual
reporting could have the unintended effect of reducing the extent to which entities report
outcomes. The IPSASB noted that for some outcomes annual measurement is very expensive
and measurable change showing progress towards outcome achievement will not emerge for two
or more years. One respondent noted that annual reporting in such cases may even be
misleading. This problem is not restricted to service performance objectives focused on
outcomes, but can also occur for outputs and input reporting. To address this concern the RPG
includes explicit coverage on use of proxy measures and provides scope for entities to report
outputs or inputs as indicative of progress towards achievement of outcomes or other types of
multi-year service performance objectives.

Service Performance Information Issued at Same Time as the Financial Statements

BC22.

The IPSASB considered whether the RPG should state that service performance information
should be issued at the same time as the financial statements. The IPSASB noted that issuance
at the same time as the financial statement supports timeliness, but may be very difficult for some
entities to achieve and may not be justified if an assessment of its costs and the resulting benefits
is done. The IPSASB decided that, while acknowledging that it is desirable for service
performance to be reported at the same time as the financial statements, the RPG should not
state that this is necessary.
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Controlling Entity and Controlled Entities with a Different Reporting Period

BC23.

The IPSASB considered situations in which a controlling entity includes information on services
that are provided by controlled entities with a different reporting period from that of the controlling
entity. Ideally all the service performance information reported should cover the same reporting
period. However there are situations where the benefits of aligning the information with the
controlling entity’s reporting period do not outweigh the costs involved. For example, some public
sector entities provide service performance reports to donors who require a different reporting
period from that for the entities’ financial statements. The additional costs of preparing service
performance reports for each reporting period (donors and financial statements) may not justify
the benefits. On this basis the IPSASB decided that the RPG should acknowledge the possibility
that some of the service performance information reported may be for a different reporting period
and address this through additional disclosures.

Two Approaches for Reporting Service Performance Information

BC24.

BC25.

In developing this RPG the IPSASB acknowledged that there are differing approaches to
reporting service performance information, including approaches that are more output focused
and approaches that are more outcome focused. A more outputs focused approach reports
information about the services provided. This type of information is oriented towards resource
providers and aims primarily to report on the services received for resources provided and
whether resources have been used efficiently, although there is scope to widen the focus to
include information about outcomes. A more outcome focused approach tells a performance
story, which generally reports on the achievement of outcomes, although there is scope to relate
this performance story back to the costs of services. The information reported explains how well
the entity is doing in terms of achieving its objectives, where those objectives are described in
terms of outcomes.

The IPSASB considered whether the RPG should include guidance specifically tailored for each
approach, but decided against this on the basis that the RPG’s focus on achievement of
objectives can be applied to either approach. Allowing entities to tailor their reporting to their
objectives means that entities or jurisdictions do not need to fit their individual approach into
either an output-focused approach or an outcome-focused approach in order to apply the RPG.
This means that the RPG’s content will be useful to a variety of entities applying different
approaches. Entities’ service performance objectives may even relate to inputs, when their
reporting of service performance information is at an early stage. However, the ideal to which
entities should, over time, aspire is the reporting of service performance information that reports
comprehensively on both outcomes and outputs, along with information that allows users to
assess the efficiency and effectiveness of both. This is consistent with the IPSASB’s view,
discussed below, that the performance indicators presented should form a holistic system such
that they communicate a coherent, integrated view of the entity’s service performance.

Principles for Presentation of Service Performance Information

BC26.

The RPG sets out principles applicable to the presentation of service performance information,
which includes principles applicable to decisions on information selection, location and
organization. The RPG identifies factors that should be considered when making presentation
decisions and generally proposes information that should be considered for presentation, in light
of those principles, rather than prescribing an extensive list of information requirements. This
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principles-based approach is consistent with the IPSASB’s decisions on the RPG’s overall
approach, developed during the consultation phase and further considered during both
development of the ED and the IPSASB’s review of responses to the ED. Although the RPG
identifies the type of information that all entities should present, it does not prescribe an extensive
set of information. The IPSASB has maintained the principles based approach proposed in the
CP and then exposed in the ED on the basis that the principles-based approach:

(@)

(b)

(©)

Allows entities the flexibility they need to report service performance information that is
relevant an appropriate to their service performance objectives and will meet the needs of
users of the information;

Reduces the risk of “disclosure overload”, which undermines the extent to which a report on
service performance meets the needs of users and does not achieve either the qualitative
characteristics or provide benefits in excess of the costs; and

Requires entities to apply principles that will result in the presentation of the service
performance information that users need for the purpose of accountability and decision-
making.

BC27. The IPSASB determined that the key principles for reporting service performance information
should be based on the users’ needs that such information should meet, as established through
consultation and with reference to the experience of different jurisdictions. The principles are
consistent with the Conceptual Framework and have involved application of the Conceptual
Framework to the reporting of service performance information.

Presentation of Service Performance Information

Consultation Paper’s Dimensions and Components of Service Performance Information

BC28. The CP explained that there are four dimensions of service performance on which information
should be presented. The four dimensions—why, what, how and when—relate to an entity’s:

(@)
(b)
(©)
(d)

Service performance objectives;
Performance indicators;
Comparison between planned and actual performance; and

Time series that allow users to assess either changes in service provision over time or
progress towards a multi-year goal.

BC29. The RPG's coverage of information selection addresses these four dimensions when it
establishes that an entity should report:

(@)

(b)

(©)

(d)

Information on an entity’s service performance objectives, including the need or demand for
these objectives to be achieved (the “why” dimension);

Performance indicators to show achievements with respect to service performance objectives
(the “what” dimension);

Comparisons of actual performance to planned (or targeted) results, including information on
the factors that influence results (the “how” dimension); and

Annually on service performance information presenting actual information for the current and
the previous reporting period (the “when” dimension).
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The CP also established components of service performance information, which relate to these
four dimensions. The RPG’s coverage of information selection addresses the CP’s components,
which are:

(@ Narrative discussion of the achievement of objectives;

(b) Information on the “parameters” of the service performance information reported (termed

“basis” in the RPG); and

(c) Information on the entity’s service performance objectives, and its achievement of those

service performance objectives.

Principles Rather than Specific Requirements

BC31.

BC32.

BC33.

The IPSASB acknowledged that entities’ presentation of service performance information will
vary, depending on:

(@) The services that the entity provides;
(b)  The nature of the entity; and

(c) The regulatory environment or other context within which the entity operates.

Because services provided, service performance objectives, and applicable service performance
indicators depend on these different factors, the IPSASB decided that the RPG should not identify
specific performance indicators that must be presented. Instead, it should identify broad types of
information that should be reported and provide guidance on achievement of the qualitative
characteristics when selecting service performance information.

The RPG identifies different types of performance indicators that could be presented, but does
not require that particular performance indicators be presented. While efficiency and
effectiveness indicators directly address those aspects of performance, the RPG’s objective of
providing information for users to assess efficiency and effectiveness does not mean that those
two types of performance indicators must be presented. For example, efficiency can be
calculated using information about outputs and their cost. Effectiveness can be assessed using
information on service performance objectives and results achieved against those service
performance objectives.

Information that Conveys a Coherent, Integrated View of the Entity’s Service Performance

BC34.

The IPSASB considered that the principles focused approach was appropriate because it allows
entities at an early stage of developing service performance reporting to meet the RPG’s
guidelines and report service performance information consistent with their existing reporting
capabilities. Nonetheless, the IPSASB’s view is that good quality service performance information
needs to be reported so that users can assess an entity’s service performance, including both its
achievement of objectives and the extent to which it has used resources efficiently and effectively
to deliver outputs and achieve outcomes. Ideally the set of performance indicators presented
should form a holistic system such that they communicate a coherent, integrated view of the
entity’s service performance.

Selection of Performance Indicators

BC35.

The IPSASB considered whether the RPG should require entities to report all five types of
performance indicators—inputs, outputs, outcomes, efficiency and effectiveness—for the services
that they provide. This would result in comprehensive coverage of an entity’'s service
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performance, but it might not reflect an entity’s actual service performance focus. In practice it is
likely that an entity’s service performance objectives will change over time. For example, service
performance objectives may initially focus on inputs, then outputs and efficiency, and then
outcomes. If an entity is able to adjust its reporting of performance indicators to align them with its
service performance objectives, then the information presented is more likely to be useful to
users and meet the qualitative characteristics, while supporting achievement of the financial
reporting objectives. On that basis the IPSASB decided that the RPG should not require reporting
of all five types of indicators but should instead provide guidance on how an entity should choose
the types of performance indicators that it reports.

The IPSASB also considered whether the RPG should require entities to report outcome
indicators. Outcome information is important to users, because it focuses on the ultimate reason
for service provision, which is the impact that services have on the community. However outcome
information can be very difficult for entities to provide, particularly when they are at an early stage
in developing their services performance reporting or in situations where the reporting entity is
one of many entities contributing to the same outcome(s). On that basis the IPSASB decided that
the RPG should encourage but not require entities to present information on outcomes.

Location of Service Performance Information

BC37.

Organ
BC38.

BC39.

The IPSASB considered whether service performance information should be located in the same
report as the financial statements or in a separate GPFR. It noted that while many national
jurisdictions treat service performance information as distinctly different and therefore separate
from information provided with the financial statements, there are also jurisdictions that integrate
service performance information into the same report as the financial statements, treating the two
sets of information as complimentary. There are benefits to both approaches. In order to allow for
jurisdictional differences the IPSASB decided that the RPG should allow entities to report service
performance information either in the same report as the financial statements or in a separate
report.

ization of Service Performance Information
The IPSASB considered whether the RPG should:

(&) Propose one way that service performance information should be organized, with the main
method considered being a tabular form, described as a “statement of service performance”;
or

(b) Provide principles that should be applied to guide jurisdictions and/or preparers when they
choose between different possible information organization approaches.

The IPSASB noted that in some jurisdictions there are requirements that service performance
information be reported in a “statement of service performance”. In other jurisdictions preparers
apply principles to identify how best to organize information, with reference to the particular types
of services, desired outcomes, or planned achievements on which information needs to be
reported. Organizing information into a tabular or statement form can support understandability
and comparability when numerical or “summary descriptive” performance indicators (e.qg.
“satisfactory or unsatisfactory”) are reported on multiple services. But service achievements could
be misrepresented or poorly described if a statement format is the only form of presentation
permitted.
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BC40. The IPSASB decided that the RPG should focus on principles applicable to this decision. By
focusing on principles rather than stipulating a standard reporting structure, the RPG allows the
choice of information organization to be tailored to:

(@) The nature of the services on which performance information is presented;

(b) The needs of users, so that it supports achievement of the objectives and qualitative
characteristics of financial reporting; and

(c) The regulatory context, including the regulatory environment in which the entity operates.

BC41. Although this could result in less standardization, and reduced comparability between entities,
service performance information differs from financial statements information due to the diversity
of services reported. Unless the performance indicators themselves are comparable, a single
presentation format will not provide the benefits of inter-entity comparability, but will sacrifice the
benefits to be gained from allowing the organization of information to be tailored to an entity's
service performance objectives and services provided so that it meets the needs of users.
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lllustrative Examples

These examples accompany, but are not part of, RPG 3.

IE1.

IE2.

IES.

The examples in this appendix portray hypothetical situations. Although some aspects of the
examples may be present in actual situations, all facts and circumstances of a particular situation
would need to be evaluated when applying RPG 3.

The first part of this appendix lists examples of terms defined in the RPG. It is not intended to be
an exhaustive list of examples for all defined terms. The examples illustrate the meaning of
different terms usually through reference to an entity that provides health services. The examples
focus on one service— the provision of vaccinations to infants in order to prevent measles. The
entity uses a range of inputs to produce its outputs (measles vaccinations). Those outputs are
then expected to cause (directly or indirectly) the desired outcome(s).

The second part of this appendix provides an illustrative list of information that could be included
in an entity’s service performance narrative analysis and discussion.

Part 1: Examples of Defined Terms

Service Performance Objectives (SPO):

0 Input-focused SPO: To apply 1,200 full-time equivalent days of medical staff time to
vaccination services.

o0 Output-focused SPO: To provide 20,000 vaccinations to infants.

o0 Outcome-focused SPO: To reduce the percentage of infants who contract measles
annually from 65% to 2% within five years i.e. by the end 20XX.”

o Efficiency focused SPO: To reduce the total cost per vaccination from $5 to $4.
Input: The number of full-time equivalent staff days used to provide vaccinations against measles.”
Outputs: The number of infants vaccinated against measles.

Outcome: A reduction in the number of infants that contract measles.” (The reduction could be
expressed in absolute terms (5,000 fewer incidents of measles) or as a percentage reduction (a
35% percentage reduction in infants contracting measles).

o0 Outcome for a particular group within society: A 35% reduction in the incidence of
measles for infants within the lowest socio-economic decile.

o Direct or indirect outcomes: A reduction in the number of incidents of measles
experienced by recipients of measles vaccinations provided by the entity is an example of
a direct impact on the recipients of the entity’s services. By contrast children going to the
same schools as those that vaccinated children attend but who have not received a
vaccination will also be impacted indirectly by the entity’s vaccination services, because
their risk of contracting measles is reduced.

o0 Outcomes influenced by the entity’s operations: An entity responsible for vaccinations
also collects information to compile health statistics about measles, which is viewed by
the entity as an operational input to its health services. The health surveys raise
awareness of measles and contribute to the reduction of measles.
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Factors that impact on outcomes, but are outside of the entity’s control: An entity such as
a police department may have an outcome to reduce crime. Factors such as an aging
population or changes to economic well-being may both help to reduce the crime rate.
Both factors (aging population and changes to economic well-being) are outside of the
control of the police department.

Efficiency:

(0}

“Cost per infant vaccinated” is an example of an efficiency indicator that relates outputs
(vaccinations) to an input (cost). Efficiency may also be expressed in terms of other
inputs such as, for example, number of staff or staff time. For example, 1,000
vaccinations annually per qualified medical staff member.

“Cost per reduction in number of infants contracting measles” is an example of an
efficiency indicator that relates an outcome (reduction in number of infants contracting
measles) to an input (cost).

Effectiveness:

(o}

Input effectiveness: The service performance objective was to dedicate 20,000 hours of
medical staff time to provision of measles vaccinations during the year ended 31 March
20XX. The actual result achieved was 18,000 hours of medical staff time. Therefore the
entity effectiveness in this area was 80%.

Output effectiveness: The service performance objective was to provide 100,000 measles
vaccinations to infants during the year ended 31 March 20XX. The actual result achieved
was 99,000 vaccinations. Therefore the entity’s effectiveness in this area was 99%.

Outcome effectiveness: The service performance objective was to reduce the number of
infants that contract measles by 3,000 compared to the previous year. The actual result
achieved was a 3,000 reduction in infants contracting measles. Therefore the entity's
effectiveness in this area was 100%.

Performance indicator—Qualitative Description:

A government department (the Ministry) responsible for supporting the government’s relationships
with other nations, including trade relationships, uses the following qualitative description as one
of its performance indicators:

Engagement with Latin America during this year is expected to include several successful
ministerial-led business missions to national governments and ministerial engagement in two
regional forums. The Ministry will provide host and other support for ministerial level visits from
several countries in the region, and undertake bilateral foreign policy consultations. Consultations
will include advocacy of free trade agreements. The diplomatic network in several Latin America
countries will be expanded through additional consulates and honorary consuls.

Part 2: Narrative Discussion and Analysis—Types of Information

IE4.

The following list provides examples of the different types of information that could be included in
narrative discussion and analysis to help users’ assessment of an entity’s service performance:

(@)

Particular service performance achievements, deficiencies and issues.

27
Agenda Item 5.2



IES.

IE6.

IE7.

REPORTING SERVICE PERFORMANCE INFORMATION
IPSASB Meeting (March 2015)

(b) Identification and discussion of the factors that may have influenced achievement (or non-
achievement) of service performance objectives.

(c) Effectiveness indicators.
(d) Discussions of differences between planned and actual achievements.
(e) Comparisons of indicators:

0] Over time;

(i)  To milestones; and/or,

(i)  Between actual and planned results.

0] Reasons for change(s), if the service performance objectives or performance indicators
presented have changed compared to those presented for the previous year.

(@) Where an entity has multiyear service performance objectives, narrative about progress
towards their achievement.

(h)  Where outcomes are reported, information on the extent to which outcomes can be
attributed to the entity’s activities.

@) Significant lessons learned during the reporting period with respect to the entity’s service
performance including, where relevant, plans on ways to address issues affecting service
performance and areas that require further evaluation.

(k) Identification and discussion of the risks associated with the delivery of services and, if risk
assessments for services have been carried out, information on how such risk trade-off
decisions are informed and managed.

)] Identification and discussion of the consequences—intended and unintended, direct and
indirect—of the services provided.

If an entity provides a discussion of differences between planned and actual achievements this
discussion could include, for example:

(a) Identification of the size of the variances; and

(b) Factors contributing to the variances. (For example, external factors, efficiencies or
inefficiencies in internal processes, resource availability, or government service delivery
decisions.)

The achievement of outcomes is often influenced by factors outside of the entity’s control. If an
entity provides narrative discussion and analysis on outcomes the disclosures should be sufficient
to ensure that users do not overestimate the entity’s role with respect to either improving or
worsening outcomes. Where outcome information is displayed, information on the following may
be useful for users:

(@) The extent to which the outcomes can be attributed to the entity’s activities, and
(b)  Other factors that may have influenced the outcomes.

The delivery of public services often follows a risk assessment, involving clear parameters around
tolerance of different types of risks, including the risk of false positives and false negatives with
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respect to intervention decisions. Information on how an entity assesses risks as part of service
delivery can support users’ understanding of an entity’s service performance.
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Objective

1.

This Recommended Practice Guideline (RPG) provides guidance on reporting service performance
information_in _General Purpose Financial Reports (GPFRs). Service performance information
assists users of GPFRs (hereafter termed “users”) to assess the entity’'s service efficiency and

effectiveness. Service performance information is information fer—users—of General-Purpose

Finanecial-Reports (GPERs)—on an entity’'s service performance objectives, the extent of its
achlevement of those objectlves and the services that the ent|ty prowdes Service performance

Status and Scope

2.

The reporting of information in accordance with this RPG represents good practice. An entity
reporting service performance information should aim to achieve the applicable principles set out in
this RPG. Compliance with this RPG is not required in order for an entity to assert that its financial
statements comply with International Public Sector Accounting Standards (IPSASS).

This RPG is applicable to all public sector entities other than Government Business Enterprises
(GBESs). Although this RPG does not apply directly to GBEs, the services provided by a GBE
controlled by the reporting entity are within the scope of this RPG.

Service performance information should not be described as complying with this RPG unless it
complies with all the applicable principles in this RPG.

This RPG outlines minimum—information to be presented. An entity may present additional
information if such information is useful in meeting the objectives of financial reporting and meets
the qualitative characteristics of financial reporting.

In some jurisdictions; the preparation—and-presentation of service performance information is a
legislative or regulatory requirement. Entities are encouraged to disclose information about the
impact of such requirements on compliance with this RPG.

A jurisdiction may have established service performance reporting requirements that extend beyond

the reguirements-guidelines in of-this RPG, These could include, for example, greater specification
of required information organization, requirements for a larger set of information to display or
disclose, and/or specific performance indicators or specific types of performance that are required
to be presented. In that case the entity is encouraged to ensure that information identified through
application of both this guideline and jurisdictional requirements is presented. To the extent that
jurisdictional requirements differ from the minimum-infermationreguirementsguidelines in this RPG,
those requirements would apply in addition to, not in lieu of, the regquirements-ofguidelines in this
RPG._Service performance information should not be described as complying with this RPG if the
information presented departs from the RPG’s applicable principles in order to comply with
jurisdictional requirements.

F

Definitions

8.

The following terms are used in this RPG with the meanings specified:
Effectiveness is the relationship between actual results and service performance objectives.
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Efficiency is the relationship between (a) inputs and outputs, or (b) inputs and outcomes.
Inputs are the resources used by an entity to provide outputs.

Outcomes are the impacts on society, which occur as a result of, or are reasonably attributable to,
the entity’s outputs and operations.

Outputs are the services provided by an entity to recipients external to the entity.

Performance indicators are quantitative measures, qualitative measures, and/or qualitative
descriptions of the nature and extent to which an entity is using resources, providing services, and
achieving its service performance objectives.

A service performance objective is a description of the planned result(s) that an entity is aiming to
achieve expressed in terms of inputs, outputs, outcomes; or efficiency-ereffectiveness.

9. The Implementation Examples that accompany RPG 3 illustrate the terms defined above.

Effectiveness

10. Effectiveness describes the relationship between an entity's actual results and its service
performance objectives, where the results and the related service performance objective are
consistently expressed. When reporting on its effectiveness the entity reports the extent to which
one or more of its service performance objectives has been achieved. The more effectively an
entity operates as a service provider, the better will be its actual results when measured against its
planned results.

11. Effectiveness is assessed at the end of the reporting period, once the actual results are available.
Precise _measurements of effectiveness are usually ratios of the actual results achieved to the
planned results established in the service performance objective. An impression of effectiveness
can be gained by comparing—without calculation—actual service performance against the relevant
service performance objective.

Efficiency

13. An efficiency indicator can be used to show when a service is being provided more (or less)

efficiently compared to:

(a)  {a)ypPrevious reporting periods;;

(b)  {byeExpectations;;

(c)  {eyeComparable service providers;; or,
{a)(d) {e)r-bBenchmarks.

11.14.0ther things being equal, if outputs can be produced at less cost than before then production
efficiency has improved and an efficiency indicator designed to report that type of efficiency gain
will show an improvement. Similarly, if the quality of a service improves so that the outcomes
achieved are better than those previously attained, with other variables such as service quantity
(outputs) and cost holding constant, then this represents an increase in efficiency, and an efficiency

5
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indicator designed to capture that type of efficiency gain will show an improvement. The converse—
quality decreases so that outcomes are worse, with other variables such as service quantity
(outputs) and cost holding constant—would indicate less efficient service provision.

Inputs

15. Resources used to produce outputs include:
(a)  {&)yhHuman resources or labor;;
(b)  {b)eCapital assets such as land, buildings and vehicles;;
(c)  {e)Ceash and other financial assets;; and,

(d)  {)-lintangible assets such as intellectual property.

12.16. Inputs are also reported in terms of costs incurred.

Outcomes

14.17. An entity’'s outcomes could be impacts affecting society as a whole or impacts on particular
groups or institutions within society. Outcomes could be relatively direct impacts on recipients of the
entity’'s services. They could also be impacts on others that are not recipients of the entity’s
services but who benefit indirectly from those services.

15.18. Outcomes may include, for example, changes to educational achievements within society,
changes to poverty and crime levels, or changes to the health of different groups within society.

17.20. Although usualh-outcomes usually result from an entity’s outputs, an entity’s operations may also
contribute to achievement of its outcomes.

48-21. There may be a strong, direct causal link between an entity’s actions and its outcomes, but this
will not always be the case. Factors beyond the entity’s control may intervene to either hinder or
facilitate the entity’'s achievement of outcomes. Forexample—an—aging-pepulation—orechanges-e

Outputs

149.22. Services provided by an entityies to external recipients could include:
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(&) Services provided directly to individuals and institutions, for example, health or education
services or the provision of goods such as food or books;

(b)  Services provided indirectly to individuals and institutions, for example, services which aim to
develop, promote, protect or defend a community, institution, country, or community values
and rights;

(c) Transfers to individuals and institutions, for example, cash transfers and the provision of
economic incentives such as tax incentives;

(d) {&)—Provision of policies, regulations or legislation to achieve public policy goals, which
includes, for example, revenue related legislation and the enforcement of such legislation;
and

(e) Collection of taxes and other revenues.

20.23. The receipt of services by recipients external to the entity is a critical factor in deciding whether
services are outputs, rather than services consumed internally as part of an entity’s production of
outputs.

Performance Indicators

24. Inputs, outputs, outcomes, efficiency and effectiveness are types of performance indicators.

25. -Performance indicators may be quantitative measures, for example, the number of outputs
produced, the cost of services, the time taken to provide a service, or a numerical target for an
outcome. Performance indicators may be qualitative measures, for example descriptors such as
poor/good/excellent or satisfactory/unsatisfactory, which could include service quality ratings by
service recipients, citizens or experts. Use of quantitative and qualitative measures may help users
with:

(a) (&) Ttheir assessment of whether service performance objectives have been achieved;; and,
{a)(b) {b)linter-period and inter-entity comparisons of service performance.

21.26. A performance indicator could also be in the form of a qualitative description. A qualitative
description may be necessary to provide users with relevant and understandable information on
service performance where there is a high level of complexity and judgment involved in a particular
service.

Service Performance Objectives

22.27. Service performance objectives may be expressed using performance indicators of inputs,
outputs, outcomes _or; efficiency, oreffectiveness;-or through a combination of one or more of these
five-four performance indicators. A service performance objective may also be expressed using a
narrative description of a desired future state resulting from provision of services.

28. Service performance objectives will generally be specific, measurable, achievable, realistic and
time-bound.

23.29. An entity’s service performance objectives may all be expressed in the same type of performance
indicator, for example, all expressed in outcomes. They may also be expressed in different types of
performance indicators, for example, some of the service performance objectives may be
expressed in outcomes, while others are expressed in outputs and/or inputs.
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30. A single service may contribute to achievement of one or more service performance objectives.
Several services may contribute to the same service performance objective.

24—

Reporting Boundary

25:31. For reporting service performance information Fthe reporting boundary fer-service-performance
infermation-of the entity should be the same as that used for the financial statements.

statements, which aggregate the finances of controlled entities, service performance information
reported by a controlling entity generalhy-is not usually an aggregation of the services reported by
its controlled entities. Instead, a controlling entity applies the principles in this RPG belew-when
presenting its service performance information. For example, the performance indicators presented

will be relevant to the controlling entity's own service performance objectives. Paragraph—#£3

identifies—considerations—of —particular—relevance—to—controlling—entities—To _the extent that a

controlling _entity presents information about the services provided by its controlled entities that
information is likely to be a high level overview.

Annual Reporting and Reporting Period
27-33. Service performance |nformat|on should be reported at least annually. andma&berepeﬁed#nere

28-34. Service performance information should cover the same reporting period as that covered by the
financial statements. However, Aa consideration of users’ needs and an assessment of costs and
benefits may indicate that the reporting penod should be dlfferent from that covered by the entity’s
f|nanC|aI statements. .

This may be the case, Ffor example, when seme-ofthe-service performance information presented
by a controlling entity may-beis based on service performance information reported by controlled
entities that have a dlﬁerent reportlng period. A

29-35. Service performance objectives may require periods longer than one year to achieve. Fer
accountability-and-decision-making-uUsers will need information on progress towards such multi-
year service performance objectives. Paragraph 7255 addresses the type of service performance
information that can be presented to show annual progress towards multi-year service performance
objectives.
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Principles for Reporting-Presentation of Service Performance Information

31—An entity should repert—present service performance information that is useful to users for
accountability and decision making_purposes. #-Presentation should enable users to assess the
extent, efficiency and effectiveness of the entity’s_service performance.:

34.36. The presentation—of serviceperformance—informatienlt should be appropriate to the entity's

service performance objectives; and make the relationship between the entity’'s service
performance objectives and its service performance achievements clear.

35.37. In-When used in combination with the information in an entity’s financial statements, service
performance information should enable users to assess the entity’s finances in the context of its
achievement of service performance objectives and vice versa.

36.38. The Sservice performance ebjectives—and—other—service—performance—information presented

should take account of the entity’s specific circumstances, such as:

(&) The services that the entity provides;
(b)  The nature of the entity; and,
(c)  The regulatory environment in which the entity operates.

37—The presentation of service performance information should meet—achieve the qualitative

characterlsncs of f|nanC|aI reporting, whlle applvmq wh+eh—a¥e—reievanee—tamhiul4ep¥esemaneﬂ
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39.
(The Conceptual Framework for General Purpose Fmanmal Reporting bv Public Sector Entities (the
Conceptual Framework) describes the qualitative characteristics and pervasive constraints.)
il | Rel

40. Aggregation or disaggregation of service performance information should be at a level that conveys
a meaningful understanding of the entity’'s service performance achievements. The level of
aggregation should not be so high as to conceal or obscure performance, while the level of
disaggregation should not be so low as to result in detailed listings that also obscure performance
and reduce understandability. Information reported should be sufficiently specific for users to hold
the entity accountable for its service performance, particularly its performance with respect to its
service performance objectives.

45.41. Comparability to other entities can be difficult to achieve in the context of service performance
information since diverse services are provided. and-eEven where two entities provide exactly the

10
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same service they may have different service performance objectives with the result that they need
to report different, non-comparable performance indicators. The-balance-between-the-gualitative
characteristics-means-that-iinter-entity comparability may need to be traded off against relevance,
so that the-service performance objectives and their related performance indicators are chosen to
be relevant to the service performance situation of the particular-entity. Alternatively Ythe needs of

users’ needs-may indicate that performance indicators that are comparable with those of other
entities that-delivering the same services are alse-relevant to the entity, and the two qualitative
characteristics—comparability and relevance—are aligned.

11
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Selection of Service Performance Information

Information for Display
57.42. The following information should be displayed:

(a) Service performance objectives;

(b) Performance indicators—that—shewthe—entity's—achievements—with-—respeet-to—its—service
performance-objectives; and,

(c) Infermation-onthe Total costs of the services.

58.43. With respect to performance indicators and the total costs of the services, the entity should
display: actual-informationforthe reporting period.

(a)  Planned and actual information for the reporting period; and

(b)  Actual information for the previous reporting period.
. . | . lisplaving:
| Ling ot . iod:
B Ling on for . . iod.

44.  Where service performance information includes information that is also in the financial statements,
cross-references to the financial statements should be presented so that users can assess the
information within the context of the whele-set-offinancial information reported in the financial
statements.

60-45. Information found in an entity’s leqgislation and planning documents (budget statement, mission
statement, strateqgic plan, funding agreements, corporate plan, etc.) will usually help to identify the
service performance objectives and performance indicators that are relevant to the entity.

Service Performance Objectives

62.46. Where the entity's service performance objectives change, the information presented should
reflect the change. For example, an entity may initially have service performance objectives related
to increasing either the inputs or outputs related to its services, and then later re-focus its

13
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performance towards improving either the services’ efficiency or effectiveness. That change should
be reflected in the service performance information that the entity presents.

Performance Indicators

47.  Judgment is needed to determine the most suitable set of performance indicators to be reported.
The overriding principle is that indicators should be selected on the basis of their importance to
users and their usefulness in assessing the entity’'s achievements in terms of its service
performance objectives. For performance indicators to be relevant they should link directly to one or

more of the entity’'s service performance objectives. The set of performance indicators presented

no a O\A a 'a - NOW.-_@ an nd—effe ) ha an a' ad Qacn a a)

deliver-services—and-achieve-itsserviceperformance—objectives-Alignment between the different
indicators presented—for example between input, output and/or outcome performance indicators—
and the service performance objectives helps users to assess the relationship between resources
and results, and how resource availability may have influenced achievement of service
performance objectives.

48. The performance indicators presented should allow users to assess how efficiently and effectively
the entity has used its resources to deliver services and achieve its service performance objectives.

64-49. Where an entity has publicly reported planned performance indicators the actual performance
indicators presented will usually be consistent with those previously made public. Those entities
that publish their budget information and apply IPSAS 24, Presentation of Budget Information in
Financial Statements, should consider the relationship between that information and the service
performance information that they report.

66-50. An entity is encouraged to display information about its intended outcomes and its achievements

with respect to those outcomes. information-about-outcomes-may-be-difficult-to-provide—bu

674-51. There may be a large number of performance indicators that can be presented for an entity’s
service performance objectives, services or programs. To ensure that the information is
understandable and to avoid overwhelming users, entities generally will need to identify only those

14
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few key performance indicators that will best meet the needs of users’ for information that meets

the objectives of financial reportingnreeds-forthe-servicespresented.

68-52. Performance indicators that involve quantification should be able to be measured reliably. Where
performance indicators can be generated by a transaction processing system the use of such a
system will support the ver|f|ab|I|ty and tlmel|ness of reported information. Ih&mpresentaﬂenal

69:53. When selecting performance indicators entities should ensure that the indicators presented will
provide a representationally faithful description of service performance. There may be trade-offs
between different aspects of service performance, such that one aspect improves while another
aspect deteriorates. Information presented should be neutral and without bias. Entities should avoid
any tendency to present performance indicators that are biased towards reporting positive results.
This helps to ensure that the qualitative characteristics are met and users can be confident that the
performance indicators faithfully represent the entity’s service performance.

seteeﬂng—pertermanee—mdreate%—te—be—reperted—eEase of measurement is Ilkely to be a

consideration_when selecting performance indicators, but it should be secondary to the needs of

users. The performance indicators presented should not over-emphasize easily measured
dimensions.

55. For some services, or-iln some situations, where a quantitative or-gualitative -measure-is-not
relevant—or—peossible;—a qualitative description (also called narrative information) should be

presented as a performance indicator. This is—could be the case Whereequahtattv&deseﬂptren

performance achlevements may—net—b&e&pableue#cannot being reduced to a small set of
guantitative or qualitative measures when-because the service:

(a)  {a)ils complex;
(b)  {b)ilnvolves interrelated factors;; and

(c)  {eyilnvolves a large number of different possible indicators of success or progress, all of
which involve judgment as to their relative importance.

#1.56. -Information reported on any particular service may include one or more different types of
performance indicators; quantitative measure{s), qualitative measure(s} and/or qualitative
description{s}.

Multi-year Service Performance Objectives and Performance Indicators

#3-57. In situations where eutcomes-{or-other-service performance objectives) are multi-year, inherently
difficult to measure, or very costly to measure, alternative or proxy measures that indicate progress
towards achievement of an-eutcemethe service performance objective may be able to be presented
in the short-term, until eutcome-information on achievement of the multi-year service performance

15
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objective is available. The extended timeframe of multi-year service performance objectives should
not be a deterrent to reporting multi-year objectives and disclosing progress towards their
achievement, although ways to report on progress in a cost-effective way may need to be
developed. For example, YWwhere an entity establishes both annual outputs and longer term, multi-
year outcomes for one or more service area there may be scope to treat annual reporting against
outputs as indicative of progress towards achievement of the outcomes, with actual outcomes
reported less frequently.

In addition to display of When-—+reperting-the total costs of services, an entity may also choose to

present disaggregated cost information-could-also-be-presented. Disaggregated cost information
could, for example, be costs related to individual service performance objectives, outcomes, service

areas, individual services, the costs of outputs, or costs related to particular inputs. Users’
assessment of efficiency may be supported through provision of costs related to either outputs or
outcomes.

Planned and Actual Service Performance

#7-59. Planned and actual service performance information should be reported consistently so that

60.

cemparisons-users’ assessments of effectiveness are facilitated. Wherever possible, entities should
report on the same performance indicators, with the same methodology and parameters for their
computation, as that established before the start of the reporting period. This enables users to
compare actual performance with planned performance at the end of the reporting period.

Consistency of performance indicators over several years facilitates long-term trend analysis. But
such consistency should not be pursued at the expense of:

16
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(a)  {ayilmproving the quality of performance indicators;; fer-example-byrevising-indicaters-se

{a3(b) {b)yaAligning indicators with changed expectations from stakeholders.

78.61. An entity may need to address the issue of how to report on changes to planned service
performance that occurred during the reporting period. This situation may arise, for example, when
stakeholders revise their service performance expectations during the reporting period, resulting in
an amendment to service performance objectives. Service performance objectives may also
change as a result of arn entity—public sector combination, where accountability for services is
transferred from one entity to another or reporting needs to be on services previously provided by
two different entities and now provided by a single, merged entity. In these situations; #—is
recommended-that-where-it may be possible_for; the entity to report against both the original and
the revised service performance objectives. The reason for, and the impact of, these changes
sheuld-alse-could be outlined in supperting-commentarynarrative discussion and analysis, so that
users have-a-full-have the information they need to understanding ef reasons for variances between
service performance objectives at the beginning of the reporting period and actual achievements,
while also understanding the degree of actual achievement against the more up-to-date, revised
service performance objectives.

Information for Disclosure

#9.62. Judgment is needed to decide what linformation should be disclosed so that usersfor-disclosure
consists-of:
(@) Understand the basis of the displayed service performance informationNarrative-discussion
and-analysis; and,
(b) Receive a concise overview of the entity’s service performance, which highlights the main
issues relevant to their assessment of that service performancetrfermation-on-the-basis—of

Basis of Displayed Service Performance Information

82.63. -An entity should disclose Fhe-fellewing-sufficient information on the basis of displayed service

performance information to enable users to evaluateshould-be-considered-for-disclosure:

(a) Whether the information on service performance objectives, performance indicators and total
costs is useful to assess the entity’s service efficiency and effectivenesstfermation-about-the

(b)  Sufficientinformation-ontThe he-sources-ofthedisplayed-information-forusers-to-understand

#ts-quality of the displayed information, including its verifiability.;

17
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An entity should disclose information on the sources of displayed service performance information

and make any additional disclosures necessary to meet the objectives of financial reporting.

83.65. The following information should be disclosedEntities-may-also-choose-to-disclose-one-ormore-of

(@) An explanation of the displayed service performance objectives, which describes how they

have been established, the need for them to be achieved, and the relationship(s) between
the service performance objectives and:

. . 1
{i(i) _The displayed service-performance indicators, and

(b)  An explanation of the relationship(s) between related performance indicators. (For example,
information on the extent of alignment between input, output and/or outcome indicators,
where the inputs and outputs contribute to achievement of a particular outcome.)

(c)  An explanation of the basis for information aggregation (or disaggregation), which addresses
the level of detail reported.

Disaggregated Information on Costs

When-If an entity chooses to present disaggregated information on costs_then —is—provided-the

66.
—basis for cost determination_should be disclosed.;
67. Cost determination information includes information such aswhich-explains-:
(a)  eCost allocation policies;
(b)  including-tThe treatment of direct and indirect service related expenses; and/or
{e)(c) A reconciliation or a comparison between the costs of services presented and total expenses.
68.

Where an entity discloses either a reconciliation or a comparison between the costs of services

presented and total expenses this could be between, for example:

(a)  Total costs of services and total expenses; or

(b)  Costs related to individual services or groups of services and costs reported for different
segments.

Controlling Entity Disclosures

84.69. Where a controlling entity reports on services provided by its controlled entities the controlling

entity should eonsider-discloseing information that explains the respective roles and responsibilities
for service performance within the economic entity.

Disclosures when Reporting Period is Different

85.70. When the service performance information covers a reporting period different from that for the

entity’s financial statements, the following information should be eonsidered-for-disclosedure:
(a) The fact that the reporting period is not the same as that for the financial statements;

(b)  Why there is a difference; and,
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(c) If financial information is included in the service performance report, either

(i) The reporting period of the financial statements from which the information has been
derived, along with information to facilitate access to those financial statements; or

(ii) The source of the financial information reported, if the information has not been derived
from the entity’s financial statements, along with information to facilitate access to that
source.

86.71. Whenre the reporting period for information on some services is different from the reporting
period of the entity’s service performance report the following information should be considered for
disclosure:

(i The services affected,
(i)  The applicable reporting period(s), and
(i) An explanation for the difference(s).

Disclosures when Separate from the Financial Statements

72. Paragraphs 74-77 below address the location of service performance information in a GPFR.
Where service performance information is presented separately from the GPFR that includes the
financial statements, the following information should be presented:

(a)  The name of the entity;

(b)  Where the entity is a controlling entity, a description of the group of entities controlled by the
reporting entity;

(c)  Where the entity is a controlled entity, the identity of the controlling entity;

(d) __ The reporting date and the reporting period covered by the service performance information;

(e) __ The financial statements to which the service performance information relates and sufficient
information necessary for users to locate the financial statements;

(f) The presentation currency, as defined in IPSAS 4, The Effects of Changes in Foreign
Exchange Rates; and,

(0) _ The level of rounding used.

Narrative Discussion and Analysis

73. The entity should disclose MNnarrative discussion and analysis on its service performance
information. Narrative discussion _and analysis complements the displayed service performance
information by enabling users to gain insight from the entity on:
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(a)  Aspects of service performance that the entity considers should be highlighted; and

(b)  Factors that affected service performance achievements during the reporting period.

88.74. Narrative discussion and analysis should provide a concise overview of thean entity’'s service
performance that: focuses—on-issues—that-arecritical-to—users’-assessments—of that-service

(a) Discusses the degree to which service performance objectives have been met; and;

(b)  Provides balanced explanations of the information displayed, which cover both positive and
negative aspects of the entity’s service performance; and

{b)(c) Facilitates users’ assessments of the efficiency and effectiveness of the entity’'s service

performance.
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75.

The Implementation Examples that accompany RPG 3 illustrates types of information that could be

included in narrative discussion and analysis.

Location of Service Performance Information

76. An entity may present service performance information either:

(a)  As part of a GPFR that includes the financial statements; or,

(b) _ In a separately issued GPFR.

77. _The following factors should be considered when making this decision:

(a)  The extent to which the service performance information needs to be reviewed within the
context of information in the financial statements, including information on budget-actual
comparisons;

(b)  Whether the needs of users and the qualitative characteristics are enhanced if the service
performance information is included in the same GPFR as the financial statements or in a
separate GPFR;

(c) __ Application of the constraints on information, including whether the benefits of including the
information in the same GPFR as the financial statements justify the additional costs (if any)
involved; and

(d) _ Jurisdiction-specific_requirements which could specify either that service performance
information should be located in the same GPFR as the financial statements or in a separate
GPER.

78.

With respect to point (a) in paragraph 77 above, an important factor in this decision is likely to be

whether the primary objective of providing the service performance information is:

() To inform assessments on resource allocation decisions for the provision of services, in
which case there is likely to be value in associating the reporting of service performance
information with the financial statements that are compared to budget allocations; or
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(b)  To inform assessments on policy or strategy decisions, in which case there is likely to be
value in_associating the reporting of service performance information with information on
policies or strateqy.

Where an entity chooses to present its service performance information in a separate GPFR from

the financial statements the separate GPFR should be issued on a timely basis, which will usually
be demonstrated through issuance at the same time as the financial statements or, if not at the
same time, then very close to issuance of the financial statements.

Organization of Service Performance Information

80. The organization of service performance information within a GPFR should enable users to:

(&) __Understand an entity’s service performance, including its achievement of service
performance objectives;

(b)  Assess the entity’s service efficiency and effectiveness; and

(c) Use the service performance information for the purposes of accountability and decision
making.

81. The service performance information should be organized so that connections are clear between
displayed information and:

(a)  Disclosures on the basis of the displayed information, and
(b)  Narrative discussion and analysis.

82. One way to organize service performance information is in a “statement of service performance”,
which involves organizing information into a tabular or statement form. A statement of service
performance can support understandability and comparability when the performance indicators
presented are quantitative measures or gualitative measures reported on multiple services.

83. Where service performance information is presented through narrative or case studies a tabular
approach is unlikely to be appropriate. In some cases a mixture of case studies and one or more
tables or statements will be appropriate.

84. Entities may use several levels of reporting in order to achieve a balance between being:

(a) Concise enough to be understandable; and,
(b)  Providing sufficient detail with respect to multiple aspects related to each service
performance objective.

85. The use of several levels of reporting allows the display of concise reporting at higher levels, and
display or disclosure of more detailed coverage at lower levels, where service areas, for example,
could be disaggregated into two or more individual services.

86. IPSAS 18, Segment Reporting, applies to entities’ identification of segments. It describes service

segments and identifies factors that should be considered when grouping services into segments
for financial reporting purposes. IPSAS 18's description of service segments is likely to be useful for
entities when they consider how to present their service performance information.
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Basis for Conclusions

This Basis for Conclusions accompanies, but is not part of, RPG 3.

Background

Project Initiation, Consultation Paper and Decision to Develop Guidance

BC1—The IPSASB’s project on reporting service performance information approved-a—project-brief-on

ng” in M h

a edin antembe
S = 7
i

BC1.

began with a IPSASB-reviewed isting-of national
standards, guidance, and regulatory requirements for service performance reporting (or its
equivalent) from selected national jurisdictions, the United Nations, and the Organization for
Economic Co-operation and Development. Based-on-the IRPSASB's research,nNo two jurisdictions
have identical service performance reporting frameworks, but it—was—found—that-there are
similarities in the service performance information that is reported. Consideration of these
similarities and of commonly used terms provided the basis for the Consultation Paper (CP),
Reporting Service Performance Information, issued in 2011. The CP-s proposed {a)}-a principles
based framework for reporting service performance information, and its—{(b)—a standard
terminology;with-associated definitions.

Development of a Recommended Practice Guideline

he IRPSASB completed-i Qview o eSpPponRsSe o-the CP-in Decembe c —In March-2013 the
IPSASB decided that information additional to that included in the financial statements should
presently be addressed presenthy-through development of a Recommended Practice Guideline
(RPG). and—on-that-basis;—Therefore a draft this-RPG, ED 54, Reporting Service Performance
Information, was developed for reporting service performance information.

BC5.BC2. This RPG is based on the service performance reporting framework developed for the
CP, revised for the IPSASB’s decisions during its review of responses to the CP_and its
subsequent review of responses to ED 54. This RPG is underpinned by the {PSASB’s-Conceptual
Framework_for General Purpose Financial Reporting by Public Sector Entities (the Conceptual

Framework).
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Overall Approach of RPG—Guidance on Decisions and Minimum Characteristics

BC3. During development of this RPG, the IPSASB considered whether its overall approach should aim
to:

-(a) __Eestablish minimum characteristics of service performance information, consistent with
an RPG's role as providing guidelines on good practice and requirements; or

-(b) __Pprovide a framework that identifies decisions that preparers need to make and guidance
on those decisions, consistent with the framework approach in the CP and an RPG’s
function as guidance.

BC8.BC4. Given the diversity of services and reporting contexts, Fthe IPSASB decided that the
RPG should not attempt to standardize service performance reporting, given—the-diversity—of
services—and-reporting-contexts;-but focus on achievement of the-applicable principles. At the
same time, the core type of service performance information that should be presented. This
approach was decided on the basis that guidelines are needed on what type of information
should be presented and it is possible to identify broad categories of information—for example,
information _on_service performance objectives—that are applicable to all entities that report
service performance information.

BC9:-BC5. In developing an RPG for reporting service performance information the IPSASB
acknowledged the challenge in developing guidance that would be useful when applied to diverse
services, diverse service performance objectives, and diverse accountability and decision-making
contexts world-wide. Arguably service performance reporting quality depends in part on the extent
to which it meets the particular information needs arising from the services provided and the
context for their provision. For example, a report that tells the story of factors influencing progress
toward critical targets may look quite different to a report that provides an account of services
delivered for the resources provided. The IPSASB considered these matters and was of the view
that it would be most helpful to develop an RPG that identifies the decisions that preparers will
need to make, then provides guidance on how such decisions should be made, rather than an
RPG that establishes minimum standards.

BC10.BC6. The IPSASB’'s view is that principles applicable to reporting service performance
information provides useful guidance, without attempting to establish global requirements that may
not be appropriate for the variety of different services and different service delivery contexts that
exist globally. Service performance information is a developing area, which means that the RPG
should not be overly prescriptive.

BC11.BC7. Some respondents to the ED were concerned about an apparent contradiction between
RPGs as pronouncements that do not establish requirements and paragraph 5 of the ED, which
stated that compliance with the RPG involves compliance with all of its requirements. The IPSASB

decided that responded-to-this—concern-by-eliminating-reference-to-the phrase “compliance with

requirements” in this paragraph; and-should be replaceding itwith “compliance with applicable
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principles”. The basis for this is twofold. First, the RPG establishes principles which entities then
use to guide their decisions on what service performance information they report. Second, while
the paragraph still uses the idea of “compliance”, Fthe IPSASB considers that this is consistent
with the RPG’s role as a recommended guideline. alse-noted-that-{The nature of an RPG as a
guideline is established by the allowance for entities to not follow a particular RPG—in its
entirety—without impacting negatively on the entity's IPSAS compliance. Preparers (or
jurisdictions) may also choose to apply part of the RPG and, for example, progressively move
towards full compliance, at which point compliance can be asserted. Nonetheless the specific
content of an RPG involves a set of principles that establish best practice. An RPG may also,
depending on the topic addressed, involve more flexibility of application than is the case for an
IPSAS. This is the case for this RPG which includes options as to presentation and actions-which
are—encouraged—rather—than—reguireduses principles to quide preparers’ decisions on_what

information to present.

Scope

BC13-BC8. The IPSASB considered whether the RPG should apply to Government Business
Enterprises (GBEs). While acknowledging that GBES provide services and may report service
performance information on those services the IPSASB decided that Fthis RPG applies-should
apply to all public sector entities; other than Gevernment-Business-Enterprises{GBEs). This is
consistent with the Preface to International Public Sector Accounting Standards, which states that
the IPSASB develops accounting standards and other publications for use by public sector
entities, other than GBEs. This exclusion from the scope should not be read as implying that the
guidance could not be applied by GBEs or that there is any barrier to GBEs applying this
guidance.

BC14-BC9. In reaching this conclusion the IPSASB noted that \Wwhere the-a controlling entity reports
service performance information according to the recommendations in this RPG it may provide
information on services provided by one or more controlled GBEs. Although the GBEs’' own
reporting is not within the scope of this RPG, the IPSASB decided censiders-that the information
reported by the controlling entity—about the GBESs' services—needs to follow the RPG's
requirements, if the controlling entity is to assert compliance with the RPG.

BCG15.BC10. The IPSASB discussed-considered whether this RPG should apply to entities in national
jurisdictions which already have extensive service performance information reporting requirements
for their public sector entities—requirements that may extend beyond the minimum—principles
approach to information levels-which is set out in the RPG. The IPSASB’s view is that, in such
circumstances, the entity will need to ensure that jurisdictional requirements are met. While the
RPG does not set out detailed comprehensive and specific requirements, this does not represent
an encouragement to report less than is already reported under national or other requirements,
nor is this viewed as in conflict with more extensive reporting. Paragraphs 6-7 of the RPG
addresses the relationship between the RPG and jurisdictional requirements for service
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performance information, explaining that Fhe-RPG-includes—a-statementthat-it sets-eut-minimum
mtermatrenﬁleveIS—LLatsestate&thaHhe RPG “~does ot preclude the presentatlon of additional
information i
the—qualﬂatwe—erwaetenstrc—s—ef—ﬁnarmal—repemngand more extensive |ur|sd|ct|onal requirements
would apply in addition to the guidelines in the RPG.” On-this-basis-tThe IPSASB concluded that
the RPG adequately addresses this issue and the RPG should be able to be applied to entities in
jurisdictions where extensive service performance information reporting requirements already
exist.

Definitions of Terms

BC16.BC11. In reaching its view on the need for standardized service performance terminology the

IPSASB noted that although entities use some terminology consistently, many of those entities
have not defined some or all of the terms they use. Moreover, the same terms sometimes have
different meanings in different jurisdictions. On this basis, the IPSASB concluded that a
standardized service performance terminology was necessary to support the understandability and
comparability of service performance information reported by entities in GPFRs.

BC17.BC12. This RPG defines-sevenThe IPSASB developed the defined terms in the RPG, which-are

BC13.

BC14.

based,—by basing them, as far as possible, on terms already used in jurisdictions with a well

thought through and explrcrt approach to, and extensrve expenence in, service performance

During the review of responses on the CP and the ED, and then during subsequent development
of the RPG the IPSASB revised the definition of an effectiveness indicator. The CP definition was:
“Effectiveness indicators are measures of the relationship between outputs and outcomes.” This
implies that the relationship between outputs and outcomes is relatively simple to measure. After
further consideration the IPSASB considered that the relationship between outputs and outcomes
is likely, in many situations, to be more complex than the simple relationship underpinning the
original definition. Furthermore, the IPSASB considered that effectiveness is better understood to
be the degree to which an entity is successful in achieving its service performance objectives. On
this basis the IPSASB decided that effectiveness indicators show the extent to which an entity has

achieved its services performance objectrves whereﬁthes&ebjeetwesﬂare—shatedﬁdeerm&ei

During development of the CP and ED 54, and the subsequent review of responses to ED 54, the

IPSASB considered whether to include “economy indicators” in the RPG’s set of defined terms.
Economy is a commonly used term in the context of service performance reporting. However
different jurisdictions have different meanings for economy. For some jurisdictions economy
means lower costs for service delivery without reference to impact on quantity and/or quality of
services delivered. Other jurisdictions consider that this first view is not really economy and that
using “economy” to describe situations where costs are reduced but service quality and/or quality
is negatively impacted could be misleading to users of GPFRs. A second view of economy is that
it is only achieved if service delivery is maintained or enhanced, when costs or other inputs are
reduced. This second view of economy fits the definition of “efficiency” in the RPG. Indeed, there
is a third group of national jurisdictions that does not use the term “economy” on the basis that the
term can be confusing and it overlaps with efficiency.
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IPSASB members decided to exclude economy indicators because the term is both confusing and

unnecessary given other terms defined in the RPG. So-called “economy indicators” do not
represent something additional to the ideas conveyed by either inputs or efficiency, for which the
RPG establishes clear definitions. The IPSASB noted that the RPG’s approach to selection of
service performance information allows jurisdictions to assess “economy”, whatever the meaning
that a particular _national jurisdiction gives that word. For example, the RPG supports the
presentation of information on costs, on other inputs, and on efficiency. Therefore the RPG does
not define “economy indicators” and does not use the term “economy”.

peheyLeb}eewesﬁAltemaHvely—sSerwce performance mformatlon can-should support the users’ of
the GPERs as they {a}-holding the reperting-entity accountable for its service provision and use of

resources, and éb}makes decisions makmgaffectlnq that entity. Membeps—had—m#enng—wews—and

Fe\eemqg—enmy—On that basis a majority of the IPSASB conS|dered that service performance
information should be prepared for the same reporting entity as for the financial statements. To be
consistent with coverage in RPGs 1 and 2 (see RPG 1, paragraph 14 and RPG 2, paragraph 4)
the wording in RPG 3 focuses on “reporting boundary” rather than reporting entity,- This-weording

sewtee&s%h&eaﬂtwbreaeﬂyspeahr}gaee%mablelln reachmq this conclusion the IPSASB also

noted that the RPG’s accountability and decision making focus is not designed to apply to supply
chains, networks or other combinations of individual entities that may be able to influence each
other but do not have the ability to control.

uﬂeeﬂs@eredﬂssue&msemSeveral respondents to the ED suggested that the RPG should also
provide guidance for reporting on programs or policies that involve a group of entities that are not
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under common control, that is, “cross-boundary” reporting. FheRPSASB-tock-theview-that-this

’

BC22.BC17. The IPSASB alse-acknowledged that there is a trade-off between service performance
reporting that applies the same reporting entity boundary as for the financial statements and
flexible boundaries that provide scope for cross-boundary reporting. A focus on the same reporting
entity as for the financial statements has the benefit of following lines of control and supporting
organization-focused accountability, while also facilitating both collection of service performance
information and the integration of such information with financial information in the entity’s financial
statements. However there are cases where no single entity is accountable for a program or policy
and requiring cross-boundary reporting, aligned with the program or policy, would provide
information that better explains service performance related to that program or policy. The IPSASB
considered expanding the RPG’s scope to also include guidance for cross-boundary reporting on
“programs” or “sets of activities that contribute to the same outcome(s)”. The IPSASB decided that
the RPG should remain focused on reporting by the same entity as that for the financial
statements. This does not prevent national jurisdictions from adapting the RPG’s principles and
guidance for application to cross-boundary reporting.

BC24—The IPSASB considered concerns expressed by Seme-respondents to the CP and the ED over
were-concerned-that-controlling entities sheould-net-being required to report all services provided
by their controlled entities.; That could with-have the result that information becomes too detailed
and lengthy to meet the qualitative characteristics and support users’ assessments for
accountability and decision making. The IPSASB decided to include further explanation in the
RPG Fto address this concern. -the-ED-included-guidance-on-how-a-controlling-entity-canpresen

statements—would-berequired-by-the RPG-On this basis Fthe RPG states was-thereforerevised
to-clarify-that controlling entities should report against their own service performance objectives
rather than attempt to aggregate all those services provided by controlled entities.

Annual Reporting and Reporting Period

BC26.—The IPSASB considered whether service performance information should be reported annually,
when service performance objectives, whether expressed in outcomes, outputs or inputs, may
require periods longer than one year to achieve. The majority of IPSASB members considered that
service performance information should be reported annually because this is important to ensure
that users’ have the information they need for the purposes of te-held-an-entity-accountabilitye for
its-service-provision-and make-decision-makings. To address the existence of multi-year service
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performance objectives the IPSASB decided that the RPG could encourage entities to disclose
information on their progress towards multi-year service performance objectives. The IPSASB
noted that

An-SMC-was-included-inresponses to the ED on-whetherreporting-should-be-on-an-annual-basis-
After-noting-the-indicated generally strong support frem-respendents-for annual reporting. the-The

IPSASB confirmed that service performance information should be presented annually and use
the same reporting period as that for the financial statements, unless users’ needs require a

different period. The-main-issuesraised-by-respondents-were-that

Scope to Report More Frequently

BC27-BC20. Some respondents to the ED were concerned that it did not allow entities to report more

frequently than annually. The IPSASB agreed with respondents who argued in favor of scope for
more frequent reporting, noting that this is likely to increase transparency and accountability. As
one respondent stated, more frequent reporting also can encourage “management dialogue
between all those involved in the evaluated public policy mission and improves the management

process by mcreasrng the accountabmty of the public managerLA{—the—same—Hme—ier—many

reperﬂeg—ef—serwee—pe#ermar%e—rs—suiﬁerent—@n—thrs—basm The IPSASB decrded to use the
phrase “should be reported at least annually”, which allows anrd—may—be-for more frequent

reporting and is the same phrase as that used in IPSAS 1, Presentation of Financial Statements,

to address reportlnq frequencved—mere—#eqe@nﬂy—u%@@ﬂ%—phras&elanﬁes—thaeﬁw—%

Reporting Against Multiyear Performance Objectives

BCG28-BC21. The IPSASB considered how-te-addressconcerns raised by some respondent_to the EDs’

cencerns—that annual reporting could have negative consequences for outcome reporting,
including the possibility that annual reporting could have the unintended effect of reducing the
extent to which entities report outcomes. The IPSASB noted that for some outcomes annual
measurement is very expensive and measurable change showing progress towards outcome
achievement will not emerge for two or more years. One respondent noted that annual reporting in
such cases may even be misleading. This problem is not restricted to service performance
objectives focused on outcomes, but can also occur for outputs and even-input reporting. To
address this concern the RPG includes explicit coverage on use of proxy measures and provides
scope for entities to report outputs or inputs as indicative of progress towards achievement of
outcomes or other types of multi-year service performance objectrves mmepmwmm
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| Service Performance Information Issued at Same Time as the Financial Statements

BC29.BC22. The IPSASB considered whether the RPG should state that service performance
information should be issued at the same time as the financial statements. To-beusefulfor

eha#aetensneef—nmelmess—The IPSASB noted that issuance at the same time as the f|nanC|aI
statement supports timeliness, (a}maybut may be very difficult for some entities orjurisdictions-to
achieve; and (b}-may not be justified if an assessment of its costs and the resulting benefits is
done. The IPSASB decided that, while acknowledging that it is desirable for service performance
to be reported at the same time as the financial statements, the RPG should not state that this is
necessary.

Controlling Entity and Controlled Entities with a Different Reporting Period

BC30-BC23. The IPSASB considered situations in which a controlling entity includes information on
services that are provided by controlled entities with a different reporting period from that of the
controlling entity. Ideally all the service performance information reported should cover the same
reporting period. However there are situations where the benefits of aligning the information with
the controlling entity’s reporting period do not outweigh the costs involved. For example, some
public sector entities provide service performance reports to donors who require a different
reporting period from that for the entities’ financial statements. The additional costs of preparing
service performance reports for each reporting period (donors and financial statements) may not
justify the benefits. On this basis the IPSASB decided that the RPG should acknowledge the
possibility that some of the service performance information reported may be for a different
reporting period and address this through additional disclosures.

Two Approaches for Reporting Service Performance Information

BC31.BC24. In developing this RPG the IPSASB acknowledged that there are differing approaches to
reporting service performance information, including approaches that are more output focused and
approaches that are more outcome focused. A more outputs focused approach reports information
about the services provided. This type of information is oriented towards resource providers and
aims primarily to report on the services received for resources provided and whether resources
have been used efficiently, although there is scope to widen the focus to include information about
outcomes. A more outcome focused approach tells a performance story, which generally reports
on the achievement of outcomes, although there is scope to relate this performance story back to
the costs of services. The information reported explains how well the entity is doing in terms of
achieving its objectives, where those objectives are described in terms of outcomes.

BC32.BC25. The IPSASB considered whether the RPG should include guidance specifically tailored
for each approach, but decided against this on the basis that the RPG’s focus on achievement of
objectives can be applied to either approach;-while-also-being-consistent-with-what-is-propesed-in
the—CP. Allowing entities to tailor their reporting to their objectives means that entities or
jurisdictions do not need to fit their individual approach into either an output-focused approach or
an outcome-focused approach in order to apply the RPG. This means that the RPG’s content will

be useful te-to a variety of these-entities applying different approaches that-(a)-apply-one-of-these

empapanekeu{eemeﬁappreaehe& Entltles service performance objecnves may even relate to
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inputs, when their reporting of service performance information is at an early stage. However, the
ideal to which entities should, over time, aspire is the reporting of service performance information
that reports comprehensively on both outcomes and outputs, along with information that allows
users to assess the efficiency and effectiveness of both. This is consistent with the IPSASB'’s view,
referred—to—earlier—within—the—context—of performance—indicatorsdiscussed below, that the
performance indicators presented should form a holistic system such that they communicate a
coherent, integrated view of the entity’s service performance.

Principles for Reperting-Presentation of Service Performance Information

BC26. The RPG sets out principles applicable to the presentation of service performance information
presentation, which includes principles applicable to decisions on information selection, location
and organization. The RPG identifies factors that should be considered when making presentation
decisions and generally proposes information that should be considered for presentation, in light
of those principles, rather than prescribing an extensive list of information requirements. This
principles-based approach is consistent with the IPSASB’s decisions on the RPG’s overall
approach, developed during the consultation phase_and further considered during both
development of the ED and the IPSASB’s review of responses to the ED. Although the RPG
identifies the type of information that aII entities should present lh&t%AS&eens@e#edJéakmge

2 a . it does not

prescrlbemg an extensive set of |nformat|on49pd+selesu¥e4ather—man—p¥epesmg—sueh—miemranen

for—entities’—consideration—as—possible—disclosures. The IPSASB has maintained the principles
based approach proposed in the CP and then exposed in the ED ©on the basis that the principles-

based approach:

-(a) the—principles-based-—approach—aAllows entities the flexibility they need to report service
performance information that is relevant an appropriate to their service performance objectives
and will meet the needs of users of the information;;

-(b) Reduces the risk of “disclosure overload’,— which undermines the extent to which a report on
service performance meets the needs of users and does not achieve either the qualitative
characteristics or provide benefits in excess of the costs—should-be-aveided;; and

(c) Requires entities to must-apply the-RPG’s-principles;_that will result in the presentation of the
service performance when—choosing—what-information that users need for the purpose of
accountabllltv and deC|S|on makmqthey—dselese,—the—l%A%B—has—mamtamed—the—pnne@es

BG33-BC27. The IPSASB determined that the key principles for reporting service performance
information should be based on the users’ needs that such information should meet, as
established through consultation and with reference to_the experience of different jurisdictions.
The principles are consistent with the Conceptual Framework and have involved application of the

Conceptual Framework to the reporting —Fhe-RPG’sprinciples-have been-informed-by-the-nature
of serviceof service performance infermation-informationreperting;—as-evident-from-the-experience
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Presentation of Service Performance Information
Consultation Paper’s Dimensions and Components of Service Performance Information

BC28. The CP explained that there are four dimensions of service performance on which information
should be presented. The four dimensions—why, what, how and when—relate to an entity’s:

-(a) __Sservice performance objectives;
+(b) _pPerformance indicators;;
-(c) __Ceomparison between planned and actual performance; and

-(d)-_tTime series that allow users to assess either changes in service provision over time or
progress towards a multi-year goal.

BC35.BC29. The RPG’s coverage of information selection addresses these four dimensions when it
establishes that an entity should report:

(a) Information on an entity’s service performance objectives, including the need or demand for
these objectives to be achieved (the “why” dimension);

(b) Performance indicators to show achievements with respect to service performance objectives
(the “what” dimension);

(c) Comparisons of actual performance to planned (or targeted) results, including information on
the factors that influence results (the “how” dimension); and

(d) Annually on service performance information presenting actual information for the current

and the previous reporting periodFme-orented—information—ineluding-the—comparisons—of
actualresulis-over-time-and-to-milestones (the “when” dimension).

BC30. The CP then-also established components of service performance information, which relate to
these four dimensions. The RPG’s coverage of information selection addresses the CP’s
components, which are:

-(a) aNarrative discussion of the achievement of objectives;; and-infermation-on

(b) Information on the “parameters” of the service performance information reported (termed
“basis” in the RPG);; and

(c) Information on the entity's service performance objectives, and (d)-the-its achievement of
those service performance objectives.
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Principles Rather than Specific Requirements

BC31. The IPSASB acknowledged that entities’ presentation of service performance information will vary,
depending on;

-(a@) __tThe services that the entity provides;;
(b) __tThe nature of the entity;; and
(c) ___tThe regulatory environment or other context within which the entity operates.

BC40.BC32. Because services provided, service performance objectives, and applicable service
performance indicators depend on these different factors, the IPSASB decided that the RPG
should not identify specific performance indicators that must be presented. Instead, it should
identify broad types of information that should be reported and provide guidance on achievement
of the qualitative characteristics when selecting service performance information.

BC41.BC33. The RPG identifies different types of performance indicators that could be presented, but
does not require that particular performance indicators be presented. While efficiency and
effectiveness indicators directly address those aspects of performance, the RPG’s objective of
providing information for users to assess efficiency and effectiveness does not mean that those
two types of performance indicators must be presented. For example, Eefficiency can be
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calculated using information about outputs and their cost. Effectiveness can be assessed using
information on service performance objectives and results achieved against those service
performance objectives. Similarlythe-assessment-of economy-relies-on-information-presented-en

Information that Conveys a Coherent, Integrated View of the Entity’s Service Performance

BC42.BC34. The IPSASB considered that the principles focused approach was appropriate because it
allows entities at an early stage of developing service performance reporting to meet the RPG’s
guidelines and report service performance information consistent with their existing reporting
capabilities. Nonetheless, the IPSASB’s view is that good quality service performance reporting
information _needs to be reported so that users can assess an entity’'s service performance,
including both {a}-its achievement of objectives and (b)-the extent to which it has used resources
efficiently and effectively to deliver outputs and achieve outcomes. Ideally the set of performance
indicators presented should form a holistic system such that they communicate a coherent,
integrated view of the entity’s service performance.

Selection of Performance Indicators

BC43.BC35. The IPSASB considered whether the RPG should require entities to report all five types
of performance indicators—-inputs, outputs, outcomes, efficiency and effectiveness—for the
services that they provide. This would result in comprehensive coverage of an entity’s service
performance, but it might not reflect an entity’s actual service performance focus. In practice it is
likely that an entity’s service performance objectives will change over time. For example, service
performance objectives may initially focus on inputs, then outputs and efficiency, and then er
outcomes-and-effectiveness, If an entity is able to adjust its reporting of performance indicators to
align them with its service performance objectives, then the information presented is more likely to
be useful to users and meet the qualitative characteristics, while supporting achievement of the
financial reporting objectives. On that basis the IPSASB decided that the RPG should not require
reporting of all five types of indicators but should instead provide guidance on how an entity
should choose the types of performance indicators that it reports.

BC36. The IPSASB also considered whether the RPG should require entities to report outcome
indicators. Outcome information is important to users, because it focuses on the ultimate reason
for service provision, which is the impact that services have on the community. However outcome
information can be very difficult for entities to provide, particularly when they are at an early stage
in developing their services performance reporting_or in situations where the reporting entity is one
of many entities contributing to the same outcome(s). On that basis the IPSASB decided that the
RPG should encourage but not require entities to present information on outcomes.

Location of Service Performance Information

BC37. The IPSASB considered whether service performance information should be located in the same
report as the financial statements or in a separate GPFR. It noted that while many national
jurisdictions treat service performance information as distinctly different and therefore separate
from information provided with the financial statements, there are also jurisdictions that integrate
service performance information into the same report as the financial statements, treating the two
sets of information as complimentary. There are benefits to both approaches. In order to allow for
jurisdictional differences the IPSASB decided that the RPG should allow entities to report service
performance information either in the same report as the financial statements or in a separate
report.
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Organization of Service Performance Information

BC38.

The IPSASB considered whether the RPG should:

BC39.

(a) Propose one way that service performance information should be organized, with the
main_method considered being a tabular form, described as a “statement of service
performance”; or

(b) Provide principles that should be applied to quide jurisdictions and/or preparers when
they choose between different possible information organization approaches.

The IPSASB noted that in some jurisdictions there are requirements that service performance

BC40.

information be reported in a “statement of service performance”. In other jurisdictions preparers
apply principles to identify how best to organize information, with reference to the particular types
of services, desired outcomes, or planned achievements on which information needs to be
reported. Organizing information into a tabular or statement form can support understandability
and comparability when numerical or “summary descriptive” performance indicators (e.q.
“satisfactory or unsatisfactory”) are reported on multiple services. But service achievements could
be misrepresented or poorly described if a statement format is the only form of presentation

permitted.
The IPSASB decided that the RPG should focus on principles applicable to this decision. By

BCA41.

focusing on principles rather than stipulating a standard reporting structure, the RPG allows the
choice of information organization to be tailored to:

(a) The nature of the services on which performance information is presented;

(b) The needs of users, so that it supports achievement of the objectives and qualitative

characteristics of financial reporting; and

(c) The requlatory context, including the regulatory environment in which the entity operates.

Although this could result in less standardization, and reduced comparability between entities,

service performance information differs from financial statements information due to the diversity
of services reported. Unless the performance indicators themselves are comparable, a single
presentation format will not provide the benefits of inter-entity comparability, but will sacrifice the
benefits to be gained from allowing the organization of information to be tailored to an entity’s
service performance objectives and services provided so that it meets the needs of users.
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lllustrative Examples

These examples accompany, but are not part of, RPG 3.

IE1.

The examples in this appendix portray hypothetical situations. Although some aspects of the

IE2.

examples may be present in actual situations, all facts and circumstances of a particular situation
would need to be evaluated when applying RPG 3.

The first part of this appendix lists examples of terms defined in the RPG. It is not intended to be

IE3.

an_exhaustive list of examples for all defined terms. The examples illustrate the meaning of
different terms usually through reference to an entity that provides health services. The examples
focus on one service— the provision of vaccinations to infants in order to prevent measles. The
entity uses a range of inputs to produce its outputs (measles vaccinations). Those outputs are
then expected to cause (directly or indirectly) the desired outcome(s).

The second part of this appendix provides an illustrative list of information that could be included

in an entity's service performance narrative analysis and discussion.

Part 1: Examples of Defined Terms

Service Performance Objectives (SPO):

0 Input-focused SPO: To apply 1,200 full-time equivalent days of medical staff time to
vaccination services.

0 Output-focused SPO: To provide 20,000 vaccinations to infants.

0 Outcome-focused SPO: To reduce the percentage of infants who contract measles
annually from 65% to 2% within five years i.e. by the end 20XX.”

o Efficiency focused SPO: To reduce the total cost per vaccination from $5 to $4.

Input: The number of full-time equivalent staff days used to provide vaccinations against measles.”

Outputs: The number of infants vaccinated against measles.

Outcome: A reduction in the number of infants that contract measles.” (The reduction could be

expressed in absolute terms (5,000 fewer incidents of measles) or as a percentage reduction (a

35% percentage reduction in infants contracting measles).

o0 _Outcome for a particular group within society: A 35% reduction in the incidence of measles for

infants within the lowest socio-economic decile.

o _Direct or indirect outcomes: A reduction in the number of incidents of measles experienced by

recipients of measles vaccinations provided by the entity is an example of a direct impact on the
recipients of the entity’s services. By contrast children going to the same schools as those that
vaccinated children attend but who have not received a vaccination will also be impacted
indirectly by the entity’'s vaccination services, because their risk of contracting measles is
reduced.

o0 Outcomes influenced by the entity’s operations: An entity responsible for vaccinations also
collects information to compile health statistics about measles, which is viewed by the entity as
an operational input to its health services. The health surveys raise awareness of measles and
contribute to the reduction of measles.
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Factors that impact on outcomes, but are outside of the entity’s control: An entity such as a

police department may have an outcome to reduce crime. Factors such as an aging

population or changes to economic well-being may both help to reduce the crime rate. Both

factors (aging population and changes to economic well-being) are outside of the control of the

police department.

° Efficiency:

(0]

“Cost_per_infant vaccinated” is_an example of an efficiency indicator that relates outputs

(vaccinations) to an input (cost). Efficiency may also be expressed in terms of other inputs

such as, for example, number of staff or staff time. For example, 1,000 vaccinations annually

per gualified medical staff member.

“Cost per reduction in number of infants contracting measles” is an example of an efficiency

indicator that relates an outcome (reduction in number of infants contracting measles) to an

input (cost).

° Effectiveness:

Input effectiveness: The service performance objective was to dedicate 20,000 hours of

medical staff time to provision of measles vaccinations during the year ended 31 March
20XX. The actual result achieved was 18,000 hours of medical staff time. Therefore the
entity effectiveness in this area was 80%.

Output effectiveness: The service performance objective was to provide 100,000 measles

vaccinations to infants during the year ended 31 March 20XX. The actual result achieved
was 99,000 vaccinations. Therefore the entity’s effectiveness in this area was 99%.

Outcome effectiveness: The service performance objective was to reduce the number of

infants that contract measles by 3,000 compared to the previous year. The actual result
achieved was a 3,000 reduction in infants contracting measles. Therefore the entity's
effectiveness in this area was 100%.

° Performance indicator—Qualitative Description:

A government department (the Ministry) responsible for supporting the government’s relationships

with other nations, including trade relationships, uses the following qualitative description as one

of its performance indicators:

Engagement with Latin America during this vear is expected to include several successful

ministerial-led business missions to national governments and ministerial engagement in_two

regional forums. The Ministry will provide host and other support for ministerial level visits from

several countries in the region, and undertake bilateral foreign policy consultations. Consultations

will include advocacy of free trade agreements. The diplomatic network in several Latin America

countries will be expanded through additional consulates and honorary consuls.

Part 2: Narrative Discussion and Analysis—Types of Information

IE4.

The following list provides examples of the different types of information that could be included in

narrative discussion and analysis to help users’ assessment of an entity’s service performance:

(a

Particular service performance achievements, deficiencies and issues.

(b)

Identification and discussion of the factors that may have influenced achievement (or non-

achievement) of service performance objectives.
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(c) Effectiveness indicators.

(d) Discussions of differences between planned and actual achievements.

(e) Comparisons of indicators:

(i) __ Over time;

(i) __To milestones; and/or,

(iii) _Between actual and planned results.

(f) Reasons for change(s), if the service performance objectives or performance indicators

presented have changed compared to those presented for the previous year.

(9)  Where an entity has multiyear service performance objectives, narrative about progress

towards their achievement.

(h)  Where outcomes are reported, information on the extent to which outcomes can be

attributed to the entity’s activities.

) Significant lessons learned during the reporting period with respect to the entity’s service

performance including, where relevant, plans on ways to address issues _affecting service
performance and areas that require further evaluation.

(k) Identification and discussion of the risks associated with the delivery of services and, if risk

assessments for services have been carried out, information on how such risk trade-off
decisions are informed and managed.

( Identification and discussion of the consequences—intended and unintended, direct and

indirect—of the services provided.

IES. If an entity provides a discussion of differences between planned and actual achievements this
discussion could include, for example:
(a) Identification of the size of the variances; and
(b) Factors contributing to the variances. (For example, external factors, efficiencies or
inefficiencies in _internal processes, resource availability, or government service delivery
decisions.)
IE6. The achievement of outcomes is often influenced by factors outside of the entity’s control. If an

entity provides narrative discussion and analysis on outcomes the disclosures should be sufficient
to_ensure that users do not overestimate the entity’s role with respect to either improving or
worsening outcomes. Where outcome information is displayed, information on the following may
be useful for users:

(a) The extent to which the outcomes can be attributed to the entity’s activities, and

(b) Other factors that may have influenced the outcomes.

1E3:IE7.The delivery of public services often follows a risk assessment, involving clear parameters around

tolerance of different types of risks, including the risk of false positives and false negatives with
respect to intervention decisions. Information on how an entity assesses risks as part of service
delivery can support users’ understanding of an entity’s service performance.
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