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Auditor General’s Comments

British Columbia Crown agencies are responsible for a significant
portion of B.C.’s total annual public sector expenditures. A key part
of their effectiveness is the boards that govern them. It is critical
that the board members of these agencies can access accurate,
reliable, timely and complete information in order to make fully
informed decisions.

To get a sense for whether board members have access to the
information they require, and use it appropriately, we surveyed
all board members in the Government Reporting Entity (GRE).
This was the first time my Office has engaged with board members
throughout the entire GRE, and represented 1,033 people in
141 public sector organizations. It is important to note that this was
not an audit of the information provided to boards. Rather, it was a
self-assessment by board members of the information they receive
and how they use it.

John Doyle
Auditor General

Overall, the survey results were encouraging, as was the
response rate of 70%. My thanks to everyone who took the time to
respond. I am pleased to provide each public sector board that had
a participation rate of 50% or greater in the survey with their own
survey results in relation to the average for their sector. In future,
I'look forward to an even greater response to surveys as the
resulting information is designed to benefit all participants directly.

This survey is a starting point. I hope that this feedback will form
the basis of a discussion focussed on continuously improving the
quality and use of information, and therefore, enhance decision
making. It will also provide a benchmark for future work for
my Office.

As well as this report, comprehensive guidelines have also
been published to help all boards across the public sector enhance
decision making through access to, and good use of, quality
information. In addition, a summary of good practices identified by
board members will soon be available. All of these products can be
accessed at www.bcauditor.com.
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Auditor General’s Comments

Audit Team

Auditor General of British Columbia

As well as those board members who responded to our survey,
I would like to thank the staff at the British Columbia School
Trustees Association, Crown Agencies Secretariat and the Board
Resourcing and Development Office for their cooperation and
assistance provided to my Office during this work.

e

John Doyle, MBA, CA
Auditor General of British Columbia

Victoria, British Columbia
December 2009
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Malcolm Gaston, Assistant Auditor General
Jim Neily, Director
Glen Seredynski, Senior Manager

Matt Robinson, Audit Analyst
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Response from Government

Auditor General of British Columbia

Thank you for providing government with the opportunity to
respond to the Office of the Auditor General’s Making the Right
Decisions: Information use by the boards of public sector organizations.
This response was prepared prior to receiving the Auditor General’s
Comments.

We are pleased the report concluded, “overall, it appears
that boards in British Columbia’s public sector agencies are
receiving and using the information they require to fulfill their
responsibilities”. We recognize the survey response averages are
78 per cent or higher for each of the six criteria evaluated.

Government remains committed to ensuring the various
Crown agencies’ boards receive the information they need to
make appropriate and timely decisions. British Columbia is one of
the few provinces in the country that has a publicly documented
competency-based appointment process which takes into account
education and skills of prospective candidates. British Columbia
is seen as a leader in this area and is frequently called upon by
other jurisdictions to provide advice on corporate governance and
recruitment practices.

We are also pleased your report and the companion Guidelines:
Information use by the boards of public sector organizations recognize
the Board Resourcing and Development Office (BRDO) and the
Crown Agencies Resource Office (CARO) guidance documents.
Your guidelines are consistent with advice contained in the
Shareholder’s Expectations of Crown Corporations Manual and the
Board Good Practices checklists put out by CARO in conjunction
with BRDO.

Government acknowledges the context in the report regarding
the education sector. This is the only sector in the report with elected
boards and elected members. The education sector also has a greater
number of members with less than one year experience than other
boards. The Ministry of Education will use this report as impetus
to work with the BC School Trustees” Association to enhance
their board orientation and training practices, especially for new
board members. The Ministry will also work with the BC School
Superintendent’s Association to renew efforts to improve their
communications with board members, which will better enable an
effective, trusting working relationship between the school districts
and boards of education.

2009/2010 Report 6: Making the Right Decisions: Information use
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Response from Government

We thank the Office of the Auditor General for their comments
and suggestions for improving Board use of information. We are
confident sustained efforts by government and the Office of the
Auditor General will maintain British Columbia’s role as the leader
in providing governance and information for Crown agency boards.
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Executive Summary

Purpose

In fall 2008, our Office issued Public Sector Governance: A Guide
to the Principles of Good Practice.! The report included a detailed
conceptual framework for good governance, intended for use by
public bodies. In this report, we explore one of the framework’s
components, information and decision support, as it relates to public
sector boards in British Columbia — that is, boards of Crown agencies.

Crown agency boards in the province have a high level of
responsibility with a limited number of resources available to ensure
their members receive the critical information and support they
need to make effective and timely decisions. If boards are to make
fully informed decisions, board members must first know what
information they require and how to access it. Furthermore, the
information provided to them must be of high quality, and members
must be aided in understanding and using it. Without access to
accurate, reliable, timely and complete information, boards risk
making poor or inappropriate decisions.

This report provides insight into the importance, nature and
scope of information currently being provided to board members
in British Columbia.

What we did

Our first step was to conduct a literature review of numerous
professional and expert sources worldwide concerning board
operations and information use. From this, we developed a set
of guidelines for good practices of information use by public
sector boards. Then, against this set of guidelines, we drew up
two separate surveys: one for board members in the province’s
public sector organizations that have boards; and the other for the
corporate representatives of these public sector organizations.

Our aim was to obtain baseline data with which to better
understand how boards and their members are accessing and using
the information they require in fulfilling their responsibilities to
British Columbia’s Crown agencies.

In all, about two-thirds of board members and corporate
representatives completed the surveys.

' Office of the Auditor General of British Columbia, “Public Sector Governance: A Guide to the Principles of Good Practice”,
December 2008.
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Executive Summary

What we found

Auditor General of British Columbia

Overall, it appears that boards in British Columbia’s public sector
agencies are receiving and using the information they require to
fulfill their responsibilities. Boards, for the most part, know what
information they require and they have access to it.

Some sectors are doing notably better with information access
and use than other sectors. In the health sector and Crown
corporations, board use of information is well in line with what
we are recommending in the Board Use of Information Guidelines.
In the education sectors, on the other hand, there is room for
improvement in this area.

Among the areas reported by boards and corporate
representatives as operating with room for improvement are:

B boards in the education sectors having an inappropriate mix
of education and experience;

B management believing that the information requirements
of its board are being met, while board members report
otherwise;

B first-year board members being less confident in how to
access information they need, as well as how to use and
interpret the information they do receive;

B Jack of clear explanation of some information presented to
boards;

B some boards report their decision-making process does not
ensure adequate awareness of the risks involved;

B board debates being guided by insufficient, or inappropriate,
information; and

B Jack of evaluation by some boards of the quality and quantity
of the information they receive.

We concluded that each board should review its current situation
with information accessibility and use and, with direction from the
Board Use of Information Guidelines, determine how it can best
improve.

0 . 0
e o
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Background

Crown agencies account for well over half of all public sector spending
in British Columbia

Crown agencies are organizations, created by statute, whose sole
shareholder is the government (that is, the Crown). They deliver
many of the services that British Columbians require and expect
from the public sector—everything from electricity and education
to car insurance and health care. In this way, Crown agencies play a
role in the daily lives of millions of the province’s residents, while at
the same time advancing the policy priorities and objectives of
government. So vital is their work within the public sector that they
are, in effect, the “other arm of government.”?

The overall annual expenditure by all Crown agencies in
British Columbia in 2008 /09 was $34 billion—equal to 69% of
British Columbia’s total public sector expenditure during that
fiscal year.

Boards oversee Crown agencies and in that role wield tremendous
influence

Unlike the governance structure of a ministry, where control
flows directly down from the Minister to civil servants, Crown
agencies are governed through a board of directors. Crown agencies
are controlled by government when government has the power
to govern their financial and operating policies. Often this control
exists when government has the power to unilaterally appoint and
remove the majority of board members. However, control can exist
by any means resulting in the power to direct the operations of the
entity.?

Thus, given the reliance British Columbians place on their Crown
agencies every day of the year, it is critical that public sector boards
in the province be well informed and capable of fulfilling their
functions.

?  Elizabeth Watson (CICA), 20 Questions Directors Should Ask About Crown Corporation Governance, 2007, pg. 4.

> Public Sector Accounting Board Standards.
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Background

Three categories of
Crown agencies

Commercial Crown
corporations are
revenue generating and

—
~

charge fees for goods
and services delivered.
(e.g., BC Hydro)

N
~

Service Delivery Agency
Crown corporations are
government — and/or
self-funded and deliver
goods and services
based on government
policy. (e.g., British
Columbia Assessment
Authority)

3) SUCH Sector
Organizations.
(e.g., school districts,
universities, colleges,
health organizations)

Crown Agencies Secretariat,
British Columbia Crown
Agency Registry, July 2008.

In the fall of 2008, our Office released a report entitled Public Sector
Governance: A Guide to the Principles of Good Practice.* In that report,
we presented a conceptual framework for good governance, a key
component of which was information and decision support. It is that
component we focus on in further detail for this current report.

The success of any board is determined by the people
who serve on it

Depending on the sector in which the organization operates,
board members are either elected to be representatives or appointed
by Cabinet. Boards of Education, for example, are composed of
trustees directly elected from the school district in which they
reside. A percentage of the Boards of Governors of post-secondary
institutions is also made up of members who are elected to represent
a particular stakeholder group (such as faculty, students, employees
and alumni). All other board members of public sector organizations
in British Columbia are Cabinet appointees who have met the
requirements for their position as set by the Board Resourcing and
Development Office.®

Boards are not meant to be involved in the day-to-day operations
of Crown agencies. They are not usually full-time employees of
the organizations they govern, but rather often have numerous
other commitments. This makes it extremely important that, on the
one hand, they not be burdened with more information than they
need to meet their board responsibilities; and on the other hand,
they have enough information to enable them to fulfill their roles.

A system must therefore be in place to ensure board members
receive the timely, clear, accurate, reliable, concise and complete
information they need to do their job. Board members are regularly
required to make decisions that have far-reaching consequences
and so must be aware of all the options and risks related to the
matters they are faced with. In some ways, the tasks of public sector
boards are even harder than those of their private sector equivalents
because government “is a multifaceted entity that does not always
speak consistently.”

4 Office of the Auditor General of British Columbia, “Public Sector Governance: A Guide to the Principles of Good Practice”,

December 2008.

The Board Resourcing and Development Office is the provincial agency responsible for, among other things, ensuring that all

provincial appointments are made on the basis of merit following an open, transparent and consistent appointment process.
¢ Elizabeth Watson (CICA), 20 Questions Directors Should Ask about Crown Corporation Governance, 2007, pg.3.

Auditor General of British Columbia
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Background

High-quality information is critical to effective decision making by boards

In both the private and public sectors, the responsibilities of
boards are becoming more extensive and demanding. As a result of
increased responsibilities and other challenges, difficult and risky
decisions are a constant for boards. To navigate these challenging
waters they require access to quality information, a sufficient
understanding of its contents and the ability to execute decisions
based on it, in order to steer their organization toward short-term
success and long-term viability. Though management has to assume
responsibility for providing boards with the majority of the
information they require, boards must be satisfied that it is
complete, reliable and tailored to their needs. If boards are
dissatisfied with the information they receive, they must develop a
strategy to address the shortfalls.

Existing guidelines for Crown agencies

Our aim in developing the Board Use of Information Guidelines has been to provide Crown agencies with
guidance in a specific area where we felt there was a gap: information and decision support. The Guidelines
are designed as a set of principles with relevance to all public sector bodies regardless of sector, size or
structure. They can be applied to ministries, Crown agencies and even cross-government initiatives.

These Guidelines are intended to supplement, not replace, two key existing sources of guidance for board
members of British Columbia Crown agencies:

B The Crown Agency Secretariat maintains a policy framework for the governance of the province’s Crown
agencies, which describes the roles and responsibilities of government and boards members. The
central document outlining this relationship is the Shareholder’s Expectations for British Columbia’s Crown
Agencies.

B The Board Resourcing and Development Office has a mandate to bring professional practices to the area

of director appointment and corporate governance in the public sector. The office’s expectations are
described in its Best Practices Guidelines.

Working in tandem, the Crown Agency Secretariat and the Board Resourcing and Development Office have

recently released a series of Good Practices checklists. These incorporate good practices for many of the roles
and responsibilities of board members.

The federal government, several provincial legislative audit offices and numerous other governments have
also released guidelines and reports on corporate governance over the years—though guidance specifically on
board use of information has been minimal.

Auditor General of British Columbia | 2009/2010 Report 6: Making the Right Decisions: Information use
by the boards of public sector organizations
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Background

High-quality, full information is not simple to come by. It is up to
boards to create a culture that supports the use and dissemination
of such information. While good information cannot guarantee
the effectiveness of decisions or their outcomes, it provides the
best chance that all decisions made will have been well informed.
This will lead to greater public and stakeholder confidence in
organizations, and boards will be seen to have fulfilled their due
diligence responsibilities. The above can be succinctly stated in the
phrase “information is the currency of governance.””

Overview of the Board Use of Information Guidelines

The distance of the board from the agency’s daily operations, the limited number of board meetings a year,
and the high level of responsibility have all made it important for a system that ensures board members
receive information that supports effective and efficient decision making. Board members are typically
busy individuals with a great deal of responsibility. They often have limited time and resources to obtain,
read and understand the information they require to make well-informed and well-thought-out decisions.
For this reason, the information they are provided must be correct, reliable, accessible, up-to-date and
understandable.

Six conditions must be met to ensure that boards can make fully informed decisions. Boards must:
1. know what information they need;
2. have access to the information;
3. have high-quality information;
4. understand the information;
5. use the information in decision making; and
6. evaluate the quality and quantity of the information they receive.

Appendix A summarizes these six conditions.

7 CCAF, “Governance Information: Strategies for Success”, 1996, pg. 1.
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Background

Our aim in examining information use by boards

Much has been written about the responsibilities and function
of boards, and about information and decision making, but not
much about what information boards and their members should
expect to receive to aid decision-making or how they should use the
information provided to them to fulfill their functions. We therefore
conducted an extensive review of governance literature from around
the world and created a unique set of guidelines for good practice
on the use of information by boards (the Guidelines). A summary
of the Guidelines is presented in Appendix A. The Guidelines
incorporate six conditions for ensuring optimal decision making
by boards, as described in the sidebar overview.

Using the good practices identified in the Guidelines, we
developed a survey to gauge the current use of those good
practices in the British Columbian public sector. The questions for
the survey were derived from the same underlying criteria that
formed the Guidelines. Board members, board chairs, and corporate
representatives of all public sector agencies that have boards
(including commercial Crown corporations, service delivery agency
Crown corporations, health organizations, colleges, universities,
educational institutes and school districts) were invited to complete
the surveys.

In this report we summarize our findings from those surveys.
Our aim is to inform MLAs, the public, boards and organizations
served by boards on how best to ensure that the decision-making
information framework needed by boards is in place. As well, we
hope that this report might serve as the basis for discussion between
boards and management concerning their information processes
and practices.

This report is central to the suite of materials, available on our
website, pertinent to this topic. The companion documents on
the website include: the Board Use of Information Guidelines;
a summary of good practices reported to us by board members; and
the survey results and survey instruments we used for this project.
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Findings

Overall

Seventy percent of board members and corporate representatives responded to
our surveys

We sent the board member survey to 1,033 individuals in the 141
public sector organizations in British Columbia that have boards.
We received 718 responses, for a response rate of 70%. Of the 136
corporate representatives who were invited to complete the survey,
89 responded (a 65% response rate), as did 94 of the 141 board chairs
contacted (a 67% response rate). While these are very good response
rates, it is unfortunate that not all board members or corporate
representatives chose to complete the survey, as the resulting
information is designed to benefit them all directly.

The survey questions were based on each of the criterion for good
information use as outlined in the Guidelines (see Appendix A).
Both surveys contained questions that used a five-point response
scale ranging from “Strongly Disagree” to “Strongly Agree”.
Reported survey findings for those questions are based on responses
of “Agree” or “Strongly Agree.” Board members were asked
37 questions, board chairs 49 and corporate representatives 15.

The surveys also contained a few open-ended questions where
respondents could provide examples of good practice or expand
on their answers. The findings from the open-ended questions
are reported in a separate good practices guide (available on our
website).

Boards in some sectors are outperforming those in other sectors in all areas of
information use

Exhibit 1 presents an overview of all responses, arranged by
sector grouping and by the six main Guideline criteria for optimal
information use by boards. As the exhibit shows, the health and
Crown corporations sectors outperformed the education sectors in
all six criteria categories.
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Findings

Exhibit 1

Comparison of board use of information by sector and good practice criterion

100%

80%
) I

40% - - -
Education Education Education Crown Health Crown Total
—K-12 —Universities —Colleges and  Corporations Corporations
Institutes ~ —Service Delivery —Commercial

Board knows what information it requires
Board has access to the information it requires
[0 Board has access to high-quality information
[l Board understands information it receives
N Board uses information it receives
B Board evaluates quality and quantity of information

Our assumption was that in each decision-making case, every
guideline must be fully met in order for a decision to be made with
full information. The more guidelines that are not met in a situation,
the greater the cumulative negative effect on the decision-making
process. This is illustrated in Exhibit 2, which shows that boards
in the K-12 sector are running a greater risk of making incorrect
decisions than boards in the health sector. It should be noted,
however, that our survey captured board members’ perceptions
about their use of information which could differ, either positively
or negatively, from what actually happens.

18  Auditor General of British Columbia | 2009/2010 Report 6: Making the Right Decisions: Information use
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Findings

Exhibit 2
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Potential cumulative effect of not meeting the Guidelines
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A gap in perception about information accessibility exists between management

and board members

Auditor General of British Columbia

Generally, the management representatives responsible for
providing information to their boards strongly agreed that
the information provided to board members would follow the
Guidelines. Board members, however, did not feel as strongly that
this was the case.

While there is strong agreement among all corporate
representatives with respect to the overall provision of
board information, agreement levels related to the nature of
communication between board members and management are
all below the average for those guidelines (see Exhibit 3).

The surveys indicate that communication problems between
management and the board are a common theme. Both boards
and management reported that a better information strategy
would help ensure that information flows effectively in both
directions. According to management respondents, 20% of boards
are ineffective in communicating their information needs to
management, and board chairs report that up to 20% of boards do
not have a process in place that allows board members to access the
organization, other than through top executives.
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Findings

These findings suggest to us that a gap may exist between the
information providers and the information consumers: corporate
representatives think things are better than the boards do when it
comes to information accessibility and use. This problem may be
reduced through strengthened communications between the two
groups.

Exhibit 3

00 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 o

Management views on the provision of board information

Management informs the board of problems
. R : 98%
in providing information
Management ensures that information has 98%
been validated °
Management assists with the interpretation o
of information 98%
Management informs the board of limitations )
on the information 97%
Information provided to board is tailored to .
their needs 96%
Information provided to board is used in
decision-making 94%
Average 92%
Board and management discuss information needs 89%
Management uses documentation prescribed by 82%
board for information packages
Board effectively communicates 81%
information needs ?

First-year board members do not feel the information they receive is as effective

The average response to all questions about board members’
use of information is slightly lower for members with less than one
year experience (see Exhibit 4). Across all sectors, first-year board
members rated the effectiveness of available information lower than
did more experienced members.
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Findings

Exhibit 4

©00000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 o

Average response by length of service on board

5 = Strongly
Agree

4 = Agree

4.02 4.34 4.24 4.38 4.26

3 = Neutral

Less than 1-2 years 3-4 years Greater than Total
1 year 4 years

Boards in the education sectors have a greater number of
members with less than one year experience than other boards
(Exhibit 5). Therefore, even though many factors—such as
experience of members, training and available resources—may
contribute to overall lower confidence in information effectiveness,
it is reasonable to assume that information quality poses a particular
concern for education sectors boards. This suggests the need for
additional attention to first-year board members.
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Findings

Exhibit 5

Number of years a member has served on the board, by sector

100%
o . .
60%
40%
20%
Education Education Education Crown Health Crown Total
—K-12 —Universities —Colleges and  Corporations Corporations
Institutes ~ —Service Delivery —Commercial
I Greater than 4 years
[ 3-4 years
1-2 years
Less than 1 year
Auditor General of British Columbia | 2009/2010 Report 6: Making the Right Decisions: Information use

by the boards of public sector organizations



Findings

Board Use of Information, Assessed by Criterion

Criterion 1 — The board knows what information it requires

Understanding of the information boards require is strong in the
Crown corporations and health sectors and weaker in the education
sectors (see Exhibit 6).

Exhibit 6

00 0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000 o

Would the practices of the board meet the Guidelines related to full knowledge of the information the
board requires, by sector

100%

90%

80%

. average average average average average average average
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60% - - -

Education Education Education Crown Health Crown Total
-K-12 -Universities  -Colleges and  Corporations Corporations
Institutes  -Service Delivery -Commercial

While most board members understand their responsibilities, some boards have charters and
guidelines that need updating

Most members indicated that they are aware of their
board’s policies and procedures and know that their board has
comprehensive job descriptions. As well, most members of
boards in the Crown corporations and health sectors reported
that their organization has a manual or guidelines outlining the
roles, responsibilities and accountabilities of the board (Exhibit 7).
However, almost one-third of all board members in those sectors
also reported that their manuals contain no, or very few, best
practices regarding board governance. One out of 10 board
members across all sectors indicated they did not receive orientation
within the first year of joining the board (Exhibit 8).
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Findings

Exhibit 7

Existence in the organization of a manual or guidelines outlining roles, responsibilities and
accountabilities for the board, by sector

o - il .
90%
80%
100%
94% 95%
70% 88% oS 88%
82%
60%
50%
Education Education Education Crown Health Crown Total
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No
Yes, but it needs updating
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Exhibit 8

Orientation of new board members, by sector
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Findings

Most board members understand their organization

Survey responses show that, overall, board members are
knowledgeable about their organization’s mandate and its human,
monetary and physical capital. However, nearly three in every
20 members with less than one year’s experience reported not
having this depth of knowledge.

Most board members understand their organization’s operating environment and clients

Auditor General of British Columbia

Almost all board members felt that they were knowledgeable
about their organization’s external environment and the
expectations of the organization’s clients. However, some
members with less than one-year’s experience reported a lack of
understanding of the needs of the organization’s clients.

2009/2010 Report 6: Making the Right Decisions: Information use
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Findings

Criterion 2 — Board members have access to the information they require to
fulfill their requirements

Across all sectors, board members reported having access to the
information they require most of the time. The exception was in the
K-12 sector (Exhibit 9).

Exhibit 9
Would the practices of boards meet the Guidelines related to full access to the information required,
by sector
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90%
80%
. average average average average average average average
70% 83% 91% 90% 90% 96% 91% 87%
60% - - -
Education Education Education Crown Health Crown Total
-K-12 -Universities  -Collegesand  Corporations Corporations
Institutes  -Service Delivery -Commercial

Most board members have access to the information they require

The surveys showed that many areas are working well across all
sectors. For example, almost all boards report:

B proactively working to meet information needs;
B seeking information from both management and external
sources; and

B recording meeting minutes.

As well, almost all corporate representatives are informing their
boards of limitations in the information and of any problems in
providing the information. Furthermore, almost all board members
in the Crown corporations sectors, health sector, and Colleges and
Institutes reported that:
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the information they require exists;

the information is timely and current;

the information contains both financial and non-financial
information; and

the board Chair takes responsibility for ensuring that
members are fully informed on decision items.

There are also some areas that are not working well. For example,
according to 20% of board member respondents (in all sectors except
for Universities), technological barriers are preventing board access
to necessary information. Furthermore, board members in the K-12
and University sectors reported that:

the information they require does not exist (10%);
information is not timely and current (10%);

reports do not link financial and non-financial information
(20%); and

the board Chair does not take responsibility for ensuring
members are fully informed on decision items (20%).

Boards do not always gather information in a cost-effective manner

Auditor General of British Columbia

Almost every third board reported requesting more information
from management than it required to discharge its responsibilities,
which suggests that boards are not efficient in collecting
information. This problem is particularly prevalent in the K-12
sector, where almost every second board reported this situation.

2009/2010 Report 6: Making the Right Decisions: Information use
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Findings

Criterion 3 — Board members have access to high-quality information

Boards in the Crown corporations and health sectors reported
having access to high-quality information. However, the education
sectors appear to have room for improvement (see Exhibit 10).

Exhibit 10
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Would the practices of boards meet the Guidelines related to access to high-quality information,
by sector
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Not all education sectors boards feel the information best facilitates understanding

Across all sectors, most board members felt that the information
they receive for board meetings is clearly presented. They also
reported feeling comfortable voicing their concerns about the
information they receive. In the health and Crown corporation
sectors, most members also felt that the information they receive is
tailored to their needs.

Responses in the education sectors highlighted three areas for
consideration, with an average of 20% (with up to 35%) of all board
members not agreeing with the following statements related to the
information they receive for board meetings:

B The information focuses on critical organizational issues.
B The information is tailored to your needs.

B The information facilitates a level of understanding necessary
for informed decision making.
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Board members in the education sectors do not always have complete information for
decision making

Both the Crown corporations and the health sectors reported that
the information they receive is generally complete.

The education sectors reported a lack of information that:

B compares performance against plans (as many as 34%
reported that this did not occur in the K-12 sector);

B provides historic context, when appropriate (as many as 16%
reported that this did not occur in the K-12 sector);

B is forward-looking (as many as 19% reported that this did not
occur in the K-12 sector); and

B discusses the consequences of making certain decisions,
when appropriate (as many as 34% reported that this did not
occur in the University sector).

Board members feel that the information presented is substantially correct

Nearly every corporate representative responding to the survey
indicated that the information presented to the board had been
validated through an internal or external audit or other means.

While almost all board members in the Crown corporations and
health sectors reported having confidence in the accuracy of the
information they receive from their organization’s management,
more than one in five K-12 trustees reported they did not.

Auditor General of British Columbia | 2009/2010 Report 6: Making the Right Decisions: Information use
by the boards of public sector organizations

29



30

Findings

Criterion 4 — Board members understand the information they receive

Across all sectors, board members reported lower-than-ideal
levels of confidence in understanding the information they receive.
This weakness was particularly demonstrated in the education and
Service Delivery Crown corporations sectors (see Exhibit 11).

Exhibit 11
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Would the practices of boards meet the Guidelines related to boards understanding the information
they receive, by sector
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Some boards do not have sufficient training, experience or time to understand the
information.

Many board members indicated that they do not receive periodic
training to assist them in conducting their board responsibilities.
The percentages, by sector, were as follows:

Education — K-12 13%
Education — Universities 54%
Education — Colleges and Institutes 32%
Crown corporations — Service Delivery 34%
Health 13%
Crown corporations — Commercial 24%
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The mix of board members’ education and experience is
reportedly not optimal in one quarter of all education sectors
boards. The largest problem is in the K-12 sector where 40% of the
boards reported that they did not feel their board had the correct
mix of educational background, and 30% did not feel they had the
correct mix of skills and experience. This finding may reflect the
fact that K-12 boards are elected, not appointed. Possible solutions
include having the board contract for professional advice or obtain
the missing skills in other ways.

Almost 20% of board members (and 25% of all school trustees)
did not feel that they had enough time to understand the
information provided to them before a board meeting.

Not all information presented to boards is clearly explained

Auditor General of British Columbia

Board members reported having resources available to assist
them in interpreting information when appropriate. Usually, it is
management who assists the board with the interpretation of the
information it provides, as requested by the board. However, 18%
of board members (and 27% of K-12 trustees) reported that the
information provided to them did not contain suitable explanatory
narrative.

Only 82% of corporate representatives reported that management
uses formal documentation prescribed by the board for information
packages where decisions are being requested.
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Criterion 5 — Board members use the information they receive

Opinions varied greatly across sectors on how well boards
would compare to the Guidelines concerning the use of information
(Exhibit 12). Respondents from the Commercial Crowns reported
that they fully use the information as outlined by the Guidelines.
Universities and the K-12 sectors have room for greater than 20%
improvement in this area compared with the Commercial Crowns.

Exhibit 12
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Would the practices of boards meet the Guidelines related to boards fully using the information they
receive, by sector
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Some boards are operating without a decision-making framework

About 94% of management representatives reported that, to
their knowledge, the information provided to boards is regularly
used in board decision-making processes. However, only 80% of
board members across all sectors (and 75% of board members in
the K-12 and University education sectors) reported knowing that
a decision-making framework existed to ensure decisions are made
with an awareness of the risks involved.
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Some board debates are guided by inappropriate or insufficient information.

Auditor General of British Columbia

Some education sectors board members do not feel that board
debates are guided by sufficient information and that some of
the information does not highlight the nature and extent of risks
to the organization. One of the largest problems uncovered was
that information presented for board meetings did not explain all
important options and trade-offs. Percentage responses to this effect,
by sector, were as follows:

Education — K-12 36%
Education — Universities 46%
Education — Colleges and Institutes 27%
Crown corporations — Service Delivery 15%
Health 14%
Crown corporations — Commercial 12%

2009/2010 Report 6: Making the Right Decisions: Information use
by the boards of public sector organizations

33



34

Findings

Criterion 6 — Board members evaluate the quality and quantity of the
information they receive

Across all sectors, there is room for improvement in the area
of board evaluation of the information they receive (Exhibit 13).
The education sectors have from 13% to 18% room for improvement
compared with the Commercial Crown sector.

Exhibit 13
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Would the practices of boards meet the Guidelines related to the evaluation of the quality and
quantity of the information they receive, by sector
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Some boards do not devote time to evaluating the quality and timeliness of the information
they receive

One in three board chairs reported that they do not periodically
devote time to evaluating the quality and timeliness of the
information the board receives. This problem is also reported by
one in 10 management representatives, who report that board
members and management do not periodically discuss the board’s
information needs and management’s requirements to meet them.
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Appendix A: Summary of the Guidelines for Board Use
of Information

Understanding Board Information Use®

1 Board knows
what information
it requires

5 Information is N ’
used by board g;

Y ’
g

2 Board has access
to information N ’

g

5 Information is
used by board
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Y ¥ e

3 Information is
of high quality N '

g
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4 Board 5 Information is
understands N ’ used by board g;
information
Y
£
5 Information is N

used by board

g
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\\ . . .
Fully informed decisions are based on the needs of the entity and its clients.
‘ These decisions are correctly assumed to be correct.

Decisions made with no information have an understood level of risk; these decisions are based on the needs of the
entity and the clients, and calculated assumptions or justifications are substituted for information. These decisions
#5 are qualified, and strategies are put into place to either collect the data or reduce the risk.

Decisions made with incorrect information can lead to incorrect decisions; these decisions are assumed to be based
on the needs of the entity and its clients but may not be. These decisions are assumed to be correct so no strategies
%5 are in place to track or mitigate risks.

8  Developed by the Office of the Auditor General of British Columbia.
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Appendix A: Summary of the Guidelines for Board Use of

Information

(1]

The board knows what information it requires
1.1 Board members understand their responsibilities
1.2 Board members understand their organization

1.3 Board members understand their organization’s operating environment and
clients

[2]

Board members have access to the information they require to fulfill their

requirements
2.1 Board members have access to all of the information they require

2.2 The board gathers information in a cost-effective manner

[3]

Board members have access to high-quality information
3.1 Information is tailored to their needs
3.2 Information received by board members is complete

3.3 The information presented to the board is substantially correct

[4]

Board members understand the information they receive
4.1 The board has the ability to understand the information

4.2 Information presented to boards is clearly explained

[5]

Board members use the information they receive

5.1 Board members have adequate time to discuss and debate information
pertaining to decisions prior to making them

5.2 The board uses sound decision-making processes, such as a decision-making
framework

5.3 Appropriate information is used to make decisions

(6]

Board members evaluate the quality and quantity of the information they receive

6.1 The entire board and its committees devote time to scrutinizing the quantity,
quality and the timeliness of the information they receive from management and
other sources
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