
Best practice in 

FTSE 100 corporate reporting

Emperor has analysed the December 2005 
year-end published annual reports
of the FTSE 100. We are pleased to share 
with you the varied approaches
taken and highlight the best practice 
examples of corporate reporting in
response to the changing regulations.



The structure of annual reports continues  
to vary considerably. Some companies have 
included an operating and financial review  
but this does not always include markets, 
strategy and risks which may be under separate 
headings. Others have covered similar content 
to an OFR, but called it a business review or 
even a business and financial review. A few 
companies present their OFR in the corporate 
governance section of the report, but this 
approach tends to duplicate information in  
the front section.

Many FTSE 100 companies already split their 
corporate reporting into different formats- 
generally annual review, annual report and 
CSR report. With so much information to 
cover resulting in an increasing number of  
pages, this approach is becoming more  
relevant for companies with a smaller 
shareholder base. 

One thing to consider with this approach  
is that potential investors may not know  
there are different documents available.  

Each document should include a reference  
to the others and staff taking telephone 
requests should make callers aware of the 
available documents.

Best pract ice examples
Cairn Energy produces a comprehensive 
corporate responsibility report and distributes  
it with the annual report in a wallet, thus 
ensuring stakeholders receive all relevant 
information. Cairn also refer readers to the full 
CSR report in the annual report. 

BP now produces four different corporate 
reporting documents and includes a description 
of each inside the back cover of all its reports, 
with information on how to obtain copies.

Scottish and Newcastle use the annual review  
to give shareholders an engaging yet extensive 
review of its operations and markets around  
the world, using typography and photography 
to maximum effect.

best pr actice

Structure and format

scottish & 
newcastle
Annual Review
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With the content of the annual report 
expanding, it is becoming increasingly 
important to help shareholders find the  
specific information they are looking for.  
Most companies provide a detailed list  
of contents, but others have gone further, 
grouping the contents under headings  
to help navigation. 

Best pract ice examples 
Legal and General use colour very effectively to 
create a clear, well structured list of contents.

Aviva’s index makes it very easy for 
shareholders to go straight to the page they 
need and it supports this with the use of colour 
coded virtual tabs throughout.

Alliance Unichem devotes a double page spread 
to an expanded list of contents for the OFR. 
Photography and summary statements are 
presented to give a flavour of the OFR and direct 
readers to specific messages.

best pr actice
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The Business Review requires the use of both 
financial and non-financial Key Performance 
Indicators (KPIs) to help measure the 
development, position and performance  
of the business. 

Financial KPIs
Financial KPIs are generally covered in  
the financial review, often without an 
explanation of why they have been selected  
or any supporting commentary.

Best Pract ice examples
Aviva highlights its chosen KPIs effectively, 
describing the rationale behind those selected, 
using charts and tables to show the trends and 
illustrate progress.

Kazakhmys not only highlights its key 
financial indicators, it links these to the key 
drivers that impact the financial performance 
in each of its businesses.

best pr actice

Using key performance 
indicators

Kazakhmys   
Key drivers to  
financial performance
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Corporate Responsibility – what does it mean to Cairn?
We aim to make a positive difference wherever we work and 
Cairn has a vision of its Corporate Responsibility (CR) which is 
encapsulated in the ’3 Rs’ – Respect, Relationships and 
Responsibility.

Respect – People are Cairn's key asset and the attitude of the 
Cairn team is critical to our business culture. In our India and 
Bangladesh assets we complement local knowledge and 
expertise with the additional wider perspective that Cairn can 
bring from a team of people who have worked in most of the 
oil and gas provinces in the world. 

Relationships – Relationships are the key to developing any 
business and Cairn’s success in South Asia would not be 
possible without the consistent support we have enjoyed. 
Relationships are all important, whether with people living 
next to a drill site in Rajasthan in India or officials and 
politicians making decisions in Bangladesh. 

Responsibility – We have a responsibility to manage the 
expectations of the people who are affected by Cairn’s 
operations. Operating in any country is only possible when 
values are shared. We believe that our core values of integrity, 
social and environmental responsibility, teamwork and 
nurturing of individuals, creativity, risk management and 
alliances with key partners are all ingredients that are central 
to our success. Cairn is operating in areas that are 
economically, socially and environmentally sensitive and as 
such the Company needs to take due recognition of these 
challenges when developing plans.

Our Approach to CR
As a company grows it becomes more visible and accountable 
to numerous interested parties ranging from governments 
and shareholders, to staff and to those who live in the vicinity 
of our operations. Cairn recognises that it is essential for our 
long term success that CR is part of the way we do business. 

While ultimate responsibility for CR performance lies with the 
Board, management responsibility and accountability has 
been delegated to specific executive directors,  who are 
supported by group functional managers with expertise in 
each of the areas covered by CR. A Group CSR Committee, 
comprising both executive directors and group functional 
managers, has also been in place since 2003 to inform the 
Board and management on strategic direction and setting of 
policies on CR matters within the Group. 

The Board are provided with regular updates on CR matters 
and performance. This includes presentations on CR matters 
by external specialists. For example, a human rights specialist 
provided an overview of the ‘rights-aware approach’ to 
addressing human rights issues at the January 2006 Board 
meeting.

CR risks, along with other business risks, are managed through
implementation of our risk management strategy, through 
which we regularly and systematically identify, analyse, assess,
treat and monitor CR risks faced at the asset, country and 
Group levels.

Group Health, Safety and Environment (HSE), Security and 
Corporate Social Responsibility (CSR) Policies have been in 
place since 2002 and in 2004 we also established Group HSE, 
Security and CSR Guiding Principles that describe our 
fundamental values and approach to managing CR in 
accordance with these policies, and identify the international 
standards to which we aspire in our business activities. 

In 2005 we agreed that in addition to complying with our 
policies, we would also strive to conduct our activities in 
accordance with the International Finance Corporation’s 
policies and in cognisance with IFC’s best practice guidance 
and new performance standards, which are expected to 
come into effect in the first half of 2006. Our Guiding 
Principles will be amended to reflect these additional 
requirements during 2006.

CORPORATE RESPONSIBILITY Social investment
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OUR FOCUS IS...
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2005 Performance and Plans for 2006
During 2005 we made good progress in both developing and 
implementing our approach to managing the many CR 
challenges facing our business. At a Group level, specific 
attention has been placed on emerging CR issues such as 
assessing and managing biodiversity risks, security and 
human rights, and the potential impact of climate change 
on our business. 

At an operating level the main CR challenges addressed 
include the maintenance of health and safety of our staff 
and contractors through to the specific challenges in 
Rajasthan of managing the risks associated with road 
transportation, water resource use, land acquisition and 
minimising community impacts.

Our CR progress in 2005 in addressing these challenges and 
our plans for further improvements in 2006 are presented in 
more detail in our 2005 Corporate Responsibility Report, 
which is distributed with the 2005 Annual Report & Accounts.

At an operating level there were a number of notable 
achievements during 2005. Our Sangu operations in 
Bangladesh have recorded six million man-hours (seven years) 
without a lost time injury (LTI) and our Suvali and Ravva 
operations have also achieved over one million and four 
million man-hours without an LTI respectively. Greenhouse 
gas emissions from our producing fields have been reduced 
(per tonne of hydrocarbon) during 2005 and our total 
investment on local community and social projects was up 
75% to just over £600,000.

As in 2004, we have sought independent external assurance 
on our 2005 Corporate Responsibility Report from 
Environmental Resource Management (ERM) and their 
assurance statement can be found on page 34 of that report. 
Implementation of our CR policies and Guiding Principles has 
also been assessed by IFC as part of the ‘due diligence’ 
process associated with the negotiations for additional 
funding arrangements. IFC’s findings are presented in their 
Environmental Review Summary (ERS) which can be accessed 
via the IFC website at www.ifc.org. 

We also benchmark our approach and performance with 
other UK and international companies. In their 2005 Energy, 
Environment and Social Index, Goldman Sachs ranked 
Cairn in the second quartile, positioned 11th out of the 31 
companies in the Index. 

In Rajasthan

  Working in partnership with the district administration 
and local NGOs to promote local enterprise and 
community development activities, with support from 
IFC, including:

− Upgrade of school infrastructure and facilities at 
9 schools, distribution of school bags and sitting 
mats at more than 150 local schools and provision 
of computers to 4 schools. 

− Building or repair of rainwater harvesting storage 
structures in over 600 villages.

− Provision of veterinary camps and mobile van to 
administer check-ups and treatment.

− Tree plantation programme of more than 6,000 
trees in 20 villages.

− A camp for the physically challenged at which 236 
aids were provided.

− Camps for cancer screening.

  Provision of technical information and support to local 
ground water authorities to assist their assessment of 
local freshwater resources. 

  Construction and repair of nearly 300 km of road.

  Directly contributed to infrastructure development by 
bringing in mobile communication network.

  Over 450,000 man-hours of local employment 
provided.

Further afield

  A three year programme of support in Bangladesh and 
India with Sight Savers, an international charity who 
restore sight to adults and children.

    Water supply infrastructure to villages local to our Ravva 
and Suvali plants. 

  Provision of medical care, adult education and training 
facilities in S’Yannam village near our Ravva plant. 

  Establishing a community based adolescent project to 
provide skills training for unemployed youths in
Chillimpur near to our Sangu plant in Bangladesh.

CAIRN IN THE COMMUNITY

Safety performance – Lost Time Injury Frequency Rate (LTIFR)
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Seeking to reduce our impact on the environment
Investing in developing our people and the local 
communities in the vicinity of our sites

OUR FOCUS IS...

Cairn Energy 
Corporate responsibility

Non financial KPIs
Only a few companies have embraced this 
wholeheartedly and have comprehensive 
measures across the organisation, including 
corporate and environmental areas. 

Best pract ice examples.
Centrica is one of these exceptions, providing 
comprehensive KPIs for each sector of its 
business, showing trends and commenting  
on performance.

Cairn Energy presents some of its key KPIs in 
graphical form, illustrating trends clearly and 
benchmarking them against independent 
standards.  

best pr actice

Using key performance 
indicators



With the Business Review requiring more detail 
on strategy and likely future developments, a 
short paragraph in the Chairman or Chief 
Executive’s statement is no longer sufficient. 
Whilst many companies now have a separate 
strategy section, some still require a trawl 
through the document to find the relevant detail. 

Best pract ice examples
BG Group has a ‘Strategy in action’ section that 
shows how it generates value across the gas chain. 

Alliance & Leicester highlights new 
developments planned for the forthcoming year. 

BAE Systems shows how its strategy cascades from 
the Group level throughout its business and 
describes in detail how it intends to deliver this, 
with a separate spread for each strategic objective.

best pr actice

Communicating strategy

BAE Systems  
Group strategic objectives



A key new feature that the Business Review 
introduces into the annual report is a 
description of the principal risks and 
uncertainties facing the business. Most 
companies have taken this on board but some 
risk profiles remain buried in the financial 
review or even the corporate governance 
sections. 

Best pract ice examples
PartyGaming has a clearly identifiable risk 
section in the Chief Executive’s review, where it 
discusses its key challenges, including the 
implications of the issues identified.

Capita not only highlights its key principle 
risks but also lays out clearly how they are 
monitored and controlled.

best pr actice

Reviewing the risks

Capita 
Internal control and 
risk management



What’s next?

There will be more change to come. The 
European Transparency Directive (due in 
January 2007) and the Company Law 
Reform Bill (currently making its way 
through Parliament) contain clauses that 
will impact the content, timing and 
distribution of the annual report. Also, the 
International Accounting Standards Board 
has issued a discussion paper to solicit views 
on whether it should be setting standards  
on management commentary as well as the 
financial statements.

Emperor is a design and communications 
company specialising in investor, corporate 
and marketing communications. We design 
and produce annual reviews, annual reports, 
CSR reports and websites for companies from 
FTSE 100 to AIM.

For practical advice on how to improve your 
corporate reporting, contact:

Emperor – London
Zetland House, 5-25 Scrutton Street,
London EC2A 4HJ
Tel: 020 7729 9090

Emperor – Edinburgh
Union House, 18 Inverleith Terrace, 
Edinburgh EH3 5NS
Tel: 0131 332 6717

www.emperordesign.co.uk

IRS Best Practice Guidelines
www.irs.org.uk

Environmental Guidelines
www.defra.gov.uk

Company Law Reform
www.dti.gov.uk

Management Commentary Discussion Paper
www.iasb.org.uk

European Transparency Directive
www.fsa.gov.uk

About Emperor

Useful links




