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The National Audit Office continues to co-sponsor the ‘Excellence
in reporting’ award in the public sector at the Building Public Trust
Awards. This award is jointly sponsored with PwC to recognise
trust and transparency in corporate reporting. In 2017, this award
was won for a second year by Network Rail. The Ministry of Justice
and Highways England were highly commended for their reports.

The Building Public Trust Awards extend beyond the public sector
and include categories covering both the private sector and charities.
Although such organisations prepare their annual reports for different
stakeholders, much of the content is the same and there are valuable
lessons to be learned from looking at how other sectors prepare their
annual reports.

We have reviewed annual reports shortlisted for other categories at
the Building Public Trust Awards and have included examples of good
practice from other sectors in this guide, in addition to examples from
the public sector. These demonstrate how public sector organisations
might do things differently and continue to innovate to improve their
own annual reports.

We continue to see improvements in the quality of annual reports.
The key aspects of HM Treasury’s Streamlining Project continue

to be embedded and organisations are increasingly using graphics
to illustrate points and provide detailed analysis of their strategies.

We are also pleased to see some departments referencing their single
departmental plans and demonstrating what progress has been
made against commitments made within these. Accountability and
transparency continue to be at the heart of the annual report and

it is important that where organisations make public commitments
they report progress against these.

Organisations should continue to think about how they integrate the
key aspects of the annual report into a coherent structure. Strategic
objectives should be measured against relevant, quantifiable key
performance indicators and organisations should provide a balanced
assessment of the risks they face in achieving these objectives.
Audited figures in the financial statements offer stakeholders a
wealth of information and organisations should think about how they
use the financial performance section to complement this and offer
relevant insights.

Previous <] 2 > Next

We were particularly impressed with how accessible many of the
annual reports were to users who may not have prior knowledge

of the organisation or particular financial expertise. Ensuring annual
reports are accessible and understandable is vital because no matter
how high quality annual reports are, stakeholders will not be able to
use them to effectively hold organisations to account if they do not
understand the content within.

Members of Parliament, as well as the general public, have a
real appetite for an accessible and balanced assessment of the
performance of public sector organisations and their financial
position. We challenge those organisations to be innovative in
how they present information in their annual reports to ensure
they remain a valuable source of information to stakeholders.

We hope that you will find these examples a useful source of
inspiration to engage your readers as you begin to write this year’s
Annual Reports and Accounts. We look forward to continuing

to work with the bodies we audit, Parliament and our wider
stakeholders, to promote continued progress in the years ahead.

If you would like further information about the guide, or any aspect
of annual report and accounts production and audit, please contact
your usual NAO team, or get in touch via enquiries@nao.gsi.gov.uk.

Kate Mathers
Executive Leader, Financial Audit
National Audit Office, January 2018
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What are the Building Public Trust Awards?

The Building Public Trust Awards recognise trust and
transparency in corporate reporting. They are sponsored
by PwC

18 awards presented

Established in 2002

The NAO co-sponsors the award for
excellence in public sector reporting

Excellence in Public Sector Reporting

In 2017, the award for Excellence in Public Sector
Reporting was won by Network Rail

50 public sector annual reports and accounts were
reviewed by teams from the NAO and PwC

Judges assessed each annual report in nine areas.
The following slides summarise the judging criteria
and highlight areas of best practice

The NAO’s involvement with the Building Public Trust
Awards is part of our wider commitment to helping
raise the standards of reporting by public bodies

Previous <] 3 > Next
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Accountability

_BI ¢ ‘Telling the story’ of the organisation in a fair
= and balanced way;

S

e Compliance with the relevant reporting
requirements; and

¢ Clear action points to take forward.

Accessibility

/[\ e Highlights key trends in the financial statements;
~—

\l/ e Concise summaries of key points; and

o Consideration of how the organisation engages
with key stakeholders and meets their needs.
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Transparency

e Frank and honest analysis;

o Consideration of the challenges
an organisation is facing;

e Appropriate use of data; and

e Quantification of risks and
performance measures.

Understandable

O Use of:
. e Plain English to explain difficult concepts;

e Infographics and diagrams to communicate;
important messages; and

o Clearly integrated structure to help users
navigate it effectively.



@& National Audit Office

Previous <] 5 > Next

Good practice What did we look for?
iﬂ aﬂﬁua| reportg e Clarity around purpose, strategic objectives and key programmes/projects.

201 6_»] 7 e Balanced view of progress against objectives.
e Details of future plans to implement priorities.

e Strategy clearly linked to performance measures and risks.
Introduction

The NAO and the Building cl : :
: Clear vision linked to objectives ’ early explained strategy integrated ’
Public Trust Awards ) @ into the rest of the annual report
Principles of a good
annual report
Clear objectives with sub-objectives ’ @ Clarity around key programmes ’
Clear demonstration of whether
lear fut I
objectives have been achieved ’ ‘ Clear future plans
Operations
Bal d vsis of strategic ai Case studies demonstrating
Governance alanced analysis ot strategic aims achievement of priorities

Measures of success

® |© |O
@

®

Vision, Strategy and Key Performance
Indicators clearly interlinked

©

Financial performance

People

External drivers

Understandable
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(Good practice Clear vision linked to objectives

iﬂ aﬂﬁua| reports Cancer Research 2016-17, page 11
201617

Bold Vision Clear objectives are used
to structure other sections
of the annual report

Introduction

The NAO and the Building

Public Trust Awards —— OBJECTIVES

Prevent — Reducing
people’s risk of

Principles of a good developing cancer

annual report Diagnose — Diagnosing

cancer early

Treat — Developing

Strategy VISION new cancer treatments
Our vision is to bring Optimise — Making
forward the day cancer treatments more
when all cancers effective for each patient
Risks are cured.
5 —— AMBITION Cancer Research
erations Our ambition is to
P accelerate progress and are clear about
see 3 in 4 people surviving what success
. . their cancer for 10 years K
G Consideration of how or more by 2034. looks like
OUEMNENES objectives will be achieved
Measures of success
ENABLERS — HOW WE'RE ACHIEVING OUR OBJECTIVES
Fundraising Research network People Engagement
Financial performance Providing the finance for Creating an environment Outstanding supporters, Engaging with and
everything we achieve that enables and supports volunteers, patients and staff empowering patients,
world-class research policy makers and
the public

People

Public sector organisations should use this as an example of how they
External drivers could set out their statement of purpose and clearly link it to their
objectives to demonstrate how they will achieve their purpose.

Understandable



http://www.cancerresearchuk.org/sites/default/files/cruk_annual_report_2016-17.pdf
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(Good practice Clear objectives with sub-objectives

iﬂ aﬂﬂua| reports Department for Transport 2016-17, page 9
2016-17

, Clear strategic objectives Additional sub-objectives
Introduction

The NAO and the Building

Public Trust Awards
Figure 1: DfT’s strategic objectives

Principles of a good
annual report

Strategic Objective 1 Investing in infrastructure

Boosting economic
growth and opportunity

Supporting the UK transport sector

Getting the regulatory framework right

é’x? Strategy

Strategic Objective 2 Rebalancing the economy

Building a One Nation
Britain Devolving powers

Keeping transport affordable and accessible to all

Strategic Objective 3
Improving journeys

Enhancing and maintaining

Technology and innovation

Strategic Objective 4 Ensuring safety

Safe, secure and

e
sustainable transport (’)—
]

Maintaining and improving security

Protecting the environment and public health

0\7 Understandable



https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/635176/dft-annual-report-and-accounts-2016-to-2017-web-version.pdf
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Clear demonstration of whether objectives have been achieved
Legal Aid Agency 2016-17, page 13

Shorter term objectives Clearly depicts whether or
are clearly linked to not sub-objectives have
strategic aims been achieved in year

Strategic Objective 1 is linked to the following commitments

Key for commitments reporting

< Achieved Not achieved

- Maintain regularity of public funds through ensuring low error rates on payments to
providers and eligibility assessments

_ Pay the majority of bills within a month and approve funding for all but the most
complex cases in two weeks

Deliver a high quality PDS
Continue our work to digitise our services and automate our processing
Increase our debt collections

Ensure defensible and independent decision making

Where objectives have not been met, organisations
should be transparent, clearly setting out why and
what actions they are taking to rectify this.



https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/632150/laa-annual-report-2016-17.pdf
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(Good practice Balanced analysis of strategic aims

iﬂ aﬁﬂua| reports John Lewis Partnership 2017, page 18
2016-17

John Lewis considered which factors
Introduction might stop them achieving their aims
and how they intend to mitigate this

The NAO and the Building

Public Trust Awards

Principles of a good

annual report What could stop us from achieving our aims?

External factors such as rising input costs and slow wage growth in relation to
inflation could put pressure on our aspiration to increase the pay of our best
performing Partners. Going forward, we need to focus on higher value activity
and better jobs which will require us to make decisions about the pace at which
we adopt technological solutions.

Our ambition to create a financially sustainable Partnership will require us to make
some difficult decisions, not least the need to reduce the number of roles in the

' Partnership. Several changes have been announced with a number of our Partners
Operations already under consultation and we acknowledge the impact of this on those affected.
We are committed to making every effort, with the support of our democratic
engagement, to ensure Partners impacted get a resolution that is right for them.
Governance Registry's Partner support function is available to provide confidential, independent
and emotional support for all working Partners. We expect to see an increased take
up of this service over 2017/18 as Partners navigate through this period of change.

Measures of success

Financial performance

People

Organisations should ensure they provide a balanced view
External drivers about the achievement of strategic priorities and set out
clear action points as to how they intend to make progress.

Understandable



https://www.johnlewispartnership.co.uk/content/dam/cws/pdfs/financials/annual-reports/jlp-annual-report-and-accounts-2017.pdf
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Vision, Strategy and Key Performance Indicators clearly interlinked

Go-Ahead 2017, page 14-15

Clear, concise vision
with a three-point
objective plan

AN
Our vision
N~

A world where every
journey is taken care of

Will be delivered by our
three strategic objectives

@ Protectand
grow the core
Safeguarding and
developing our core
bus and rail businesses

@ Win new bus and
rail contracts
Securing contracts
in UK and international bus
and rail markets, in line
with our appetite for risk

© Develop for the
future of transport
Using our skills,
knowledge and assets
in new ways to deliver
sustainable growth
for the long term

Specific enablers
to help Go-Ahead
achieve their objective

Enabled by a focus
on five change themes

Underpinned by
our core beliefs
and attitudes

Lean processes
Delivering what our customers

want in more efficient ways Our beliefs

We believe in

Technology

Using technology to improve
processes, increase customer
satisfaction and drive revenue

@ Read more on

Customer experience
Considering every aspect of
peoples’ journeys to continually
improve customer experience

N\
Our attitudes
—

Culture change
Operating with aligned values
and common goals

@ Read more on page 37

Leadership

Developing the Group’s current
and future leaders

USER FRIENDLY EXAMPLE

Each point is linked to the relevant section of the annual
report where a user can find more information if they wish.

Previous <] 10  [> Next

KPIs are linked to
their objectives
and strategy

Measuring our performance
Our key performance indicators (KPIs)
presented in this report are the measures.
we use in the business to assess the
Group’s performances. The majority of

our KPls relate to performance against our
strategic objective to protect and grow the
core. Our KPIs are under review to ensure
greater alignment with all areas of

our strategy.

We currently report our KPIs under four ke

performance areas

i

Our people

bk

Customers

@ See page 34 @ See page 38

Evolving our strategy

This year we have evolved our strategy,
focusing on three strategic objectives:
protect and grow the core, win new bus

and rail contracts and develop for the future
of transport. Five key themes have been
identified through which change will be
delivered across our businesses.

23


https://www.go-ahead.com/content/dam/go-ahead/corporate/documents/FY17/Finalised_documents/GO129_AnnualReport_Final_170919.pdf.downloadasset.pdf
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Strategy linked to financial objectives. Public sector
organisations could consider linking their strategy to
policy commitments or investment strategies

Strategy

SSE provides the energy people need in

a reliable and sustainable way. Its strategy

is to deliver the efficient operations of,

and disciplined investment in, a balanced
range of energy-related businesses, focusing
on the UK and Ireland.

Read more about our highlights in delivering our strategy this year
on pages 14 and 15.

Finance

Our financial objective is to increase annually
the dividend payable to shareholders by at
least RPI inflation.

[ see pages 30 to 38 for more information

Responsibility

SSE believes that to be successful over the long
term, companies must operate responsibly.
For this reason, SSE operates under a set of
core values known as the SSE SET.

Efficient operations

Efficient operations means putting safety first and putting
the current and future needs of customers at the heart of
everything SSE does. At the heart of SSE's business are its
core operations. In 2016/17, total generation output was
26,296GWh; it safely delivered electricity to 3.7 million
homes and businesses through its distribution networks;
and supplied electricity, gas and related services to over
8 million customer accounts in the UK and Ireland.

An operational focus for SSE means:
a focus on the safety of its people;
operating its assets safely and using resources effectively,
efficiently and sustainably; and
putting the current and future needs of customers at the
heart of everything it does.

Dividend

SSE's financial focus is not on maximising short-term profits
but on delivering an annual dividend increase to shareholders,
of at least RPI inflation, as shareholders’ objective for investing
capital into companies is to secure a return.

Safety Service

All accidents are preventable, ~We put the current and future
so we do everything safely needs of customers at the
and responsibly or not at all. heart of everything we do.

Clearly explained strategy integrated into the rest of the annual report
SSE 2017, page 12-13

Disciplined investment

Disciplined investment means identifying assets that
complement SSE's business and securing returns which
are clearly greater than the cost of capital and enhance
Adjusted earnings per share.

In 2016/17 SSE invested around £1.7bn across the UK and
Ireland. SSE's strategy seeks to avoid becoming over-exposed
to any one part of the energy sector but pursues investment
opportunities where most appropriate.

SSE's investments are:

~inline with its commitment to strong financial management;
complementary to its existing portfolio of assets; and
governed, developed and executed in an efficient and
effective manner.

©®

Dividend cover

Dividends are paid out of earnings and, over the long term,
earnings should increase to support dividend growth. Over
the three years to 2019/20, and subject to the ongoing factors
that influence earnings and material changes to sector
regulation, SSE is on course to achieve dividend cover within
arange of around 1.2 times to around 1.4 times.

© ©)

Efficiency Sustainability

We keep things simple, We are ethical, responsible and

do the work that adds value balanced, helping to achieve

and avoid wasting money, environmental, social and

materials, energy or time. economic well-being for
current and future generations.

Previous < 11 > Next

Strategy clearly explained

Balanced businesses

Balanced businesses means operating and investing both in
economically-regulated and market-based energy-related
assets and businesses and avoiding over-exposure to any
one part of the energy sector.

SSE has reportable segments covering Wholesale, Networks and
Retail businesses (including Enterprise, which provides services
for commercial and public sector organisations). This gives SSE
adiversity of business activity across the energy sector.

SSE's balance is maintained by:

~ operating and investing in a balanced range of energy
assets and businesses;
maintaining a range of opportunities to develop new
assets and customer propositions; and
developing a balanced range of future investment options.

()

Balance sheet

SSE believes it should maintain a strong balance sheet,
illustrated by its commitment to robust ratios for retained
cash flow and funds from operations/debt. A strong balance
sheet enables it to borrow money from debt investors at
competitive rates and therefore take long-term decisions.

®

Excellence Teamwork

We strive to get better, smarter ~ We support and value

and more innovative and be our colleagues and enjoy

the best in everything we do. working together as a team
in an open and honest way.

Core values of the strategy are set out


http://sse.com/media/472591/SSE-26520-AR2017-web-3-.pdf
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Clarity around key programmes
Highways England 2016-17, page 40

Details of projects under way
including stage of completion

North West

Schemes contained within the Road Investment Strategy

® Schemes in construction
® Schemes in development
@ Schemes in options \

@ Schemes now completed

© Crown copyright

Schemes in construction

1 M6 junctions 16-19

2 M60 junction 8 to M62 junction 20: Smart
motorway

Schemes in development

3 M56 junctions 6-8

4 M6 junctions 21a-26

5 M60 junctions 24-27 and junctions 1-4
6 M62 junctions 10-12

Schemes in options

7 A5036 Princess Way — access to Port of
Liverpool

8 A57 (T) to A57 link road

9 A585 Windy Harbour to Skippool
10 M53 junctions 5-11

11 M56 new junction 11a

12 M6 junction 19 improvements
13 M6 junction 22 upgrade

14 Mottram Moor link road

Schemes now completed

15 A556 Knutsford to Bowdon

A556 Knutsford
to Bowdon

Improving strategic links between
Manchester and Birmingham by creating
a modern dual carriageway road.

The A556 Knutsford to Bowdon scheme
constructed four miles of new road,
connecting the M6 junction 19 in Tabley
with the M56 junction 7 at Bowdon. It was
opened to traffic in March 2017 at a cost of
£192m and was the first project in the North
West to be delivered within the current Road
Investment Strategy, on time and on budget.

The scheme also included a unique Green
Bridge - providing connectivity over the
new road for farm animals, wild mammals,
birds and other animals. The bridge is one
of seven bridges provided, to either carry
key local roads, such as the A50, over the
new road or provide a link to the new dual
carriageway for local residents.

The scheme has already won a number of
environmental and considerate constructor
awards.

Organisations should ensure that they set out key projects
and programmes in the reporting period as well as
progress against those announced in prior years.

Previous < 12

Case studies
highlighting the impact of
specific programmes

> Next
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https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/638619/S160578_Highways_England_Annual_Report_V25_-_Web_.pdf
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Clear future plans
BEIS 2016-17, page 30

Looking ahead

Delivering an ambitious
industrial strategy

We aim to improve living standards and
economic growth by increasing productivity and
making sure that growth is spread across the
whole country.

To do this, we will:

e continue our development of a modern
industrial strategy, including by responding
to our green paper;

put investment in our science and research
base at the heart of our industrial strategy,
including the creation of UK Research and
Innovation in 2018 and investment of £4.7
billion in R&D funding, for the period 2017-18
to 2020-21; and

provide support to businesses across a range
of sectors to ensure the UK economy can
grow and is best placed to benefit from the
challenges of globalisation

Maximising investment
9 opportunities and
bolstering UK interests

We aim to ensure that we deliver the best results
for the UK and promote UK interests through
the process of EU exit and through our wider
international engagement.

To do this, we will:

e secure the best possible access for
businesses to trade with and operate in
the European market;

engage with businesses and consumers
to ensure that their views are represented
in EU exit negotiations;

establish new partnerships with leading non-
EU scientific nations to maximise opportunities
in global innovation;

promote UK research and innovation
internationally to drive investment and
export opportunities; and

provide £2 billion of funding through the
International Climate Fund between 2016
and 2021, to help developing countries tackle
climate change and to promote clean growth.

Previous <]

BEIS has set out specific actions
as to how it intends to meet its
strategic aims in the future

13
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https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/641623/beis-annual-report-accounts-2016-17-update-2-web.pdf
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Case studies demonstrating achievement of priorities
Health Education England 2016-17, page 12

Detailed example of the work Health

Education England are doing to meet
their strategic priorities

Considering the whole person
in Yorkshire and the Humber

Patients suffering from serious mental health
conditions have more physical health problems and a
greater morbidity and mortality rate than the general
population.

To focus attention on this issue in psychiatric settings,
the local team in Yorkshire and the Humber has been
supporting the innovative multi-disciplinary course
RAMPPS (Recognising and Assessing Medical Problems
in Psychiatric Settings). Aimed at teams working

and training together, it focuses on recognising the
deteriorating patient and understanding the human
factors important to delivering good care in these
circumstances. RAMPPS is explicitly multidisciplinary,
focusing on medical, nursing and support staff as well
as other professional groups. RAMPPS uses simulation
around real life incidents to encourage teams to
consider the ways that a mental health problem

can complicate recognition of a physical problem.

The RAMPPS approach also aims to increase the
confidence of individuals and teams in communicating
clearly around these issues.

In total over 350 multi-professional staff have been
trained so far. Analysis from pre and post course
questionnaires show significant improvement in:
confidence in dealing with medical emergencies;
care and compassion; organisational aspects of care;
medicine management; and effective team work.

You can find out more about RAMPPS here:
https://www.youtube.com/watch?v=0WQDyzep9RU

l} USER FRIENDLY EXAMPLE

Heath Education England have linked to a YouTube video, so a

user can find out more about the case study if they wish to do so

Previous <]
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https://hee.nhs.uk/sites/default/files/documents/2528%20NHS(HEE)-Annual%20Report%2016-17_online.pdf
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Good practice What did we look for?
iﬂ aﬂﬁua| reportg e Clear articulation of the organisation’s structure.
201 6_’] 7 e Linkage between risks, strategic objectives and the annual report narrative.

o Quantified risks.

e Discussion about how the dynamic of the risk profile has changed over time

Introduction including developments in relation to specific risks disclosed.

The NAO and the Building
Public Trust Awards

Risk management process @ Detailed risks with mitigations
Principles of a good
annual report
: Strong links between risks
Approach to risk management and strategic objectives
: : ’ Demonstration of changing
Operations B EERETD e @ risk profile over time

Governance

©

© |

Clear insight into the
dynamics of the risk profile

®

Measures of success

Financial performance

People

External drivers

Understandable
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Clelole practice Risk management process
iN annual reports Department for Transport 2016-17, page 56

2016-17
Figure 9: Overview of DfT’s risk processes

R Pyramid illustration enamablity
ntroduction accountability

shows how risk
throughout each

affeCtS the WhOIe Assuring that the strategic risks identified are the Monthly reporting on risk to enable the Department
ildi g right ones and are being managed appropriately. to better deliver its objectives. ‘Deep Dive’ reviews are 1
The NAO and the BU”d l ng busmeSS and can be éxCo ;et the tone anli act as exemplars ofI g carrierd OL‘K t:y‘ the (J?arOLll\;) Audit andl gisk A\;Isuv:ance Stage Of the ”Sk
PUbliC Trust AWardS managed at a” IeVeIS risk management. Committee to further assure the Board and ExCo. management process

Monthly review of risks at to monitor strategic risks
and escalate to ExCo, if required. A new director-led
Senior Leadership Risk Group, provides robust
Directors challenge and quality assurance on how well
we are managing our top-level Corporate
and Group risk sets.

DGs and Directors are responsible and
accountable for individual, complex risks Role of

Principles of a good
cutting across DfT and within business areas.
annual report They provide oversight to the portfolio of

risks and issues.

Monthly reviews facilitate challenge of
the gap between risk exposure and
tolerance, as well as the level

of tolerance set.

An ‘open’ risk appetite, signed up to by
ExCo, has been set for the Department,
reflecting the role the Department plays
in strengthening the UK's infrastructure.

Risk appetite

HiEsiD B mEmEEEE: B CEREEE Risk and governance Governance Division act as a centre of

t!wrough i LD e t? .”7?”39‘”9 process, including how excellence and challenge using
risks, clear roles and responsibilities and

O ‘t committee structures. Supporting a We run our programmes key stakeholders and fora, such as
perations cohBsive approach o dapertment-wide and steward our those on investment, to assess and
system. delivery bodies challenge the current situation.

;‘? iur\F/)Ipm dehve;ypof“the szg:m:ent 8 The Group Audlit & Risk Assurance
Governance b'S :Dagemhef['y oley ag 'al egy Mandate of Assurance and Committee reviews the risk
y working with Directors General Corporate three lines management framework with

and their teams to enable 5 GIAA icli o |
improvements in effective Risk Management of defence providing an ind e‘pen.( S
annual opinion.

application of risk management.

Measures of success

Frameworks exist to identify,
assess and control current and Risk process -
emerging risks across the

9ng management

department — with a new
approach being brought and control

Financial performance in fo strengthen.

Risk maturity is assessed

Risk yearly with weaknesses
maturity addressed to strengthen
risk capability.

Risk management .
§ A comprehensive
is understood to be

Performance and

e MEEEREL 1y Resources and Risk Management
and is built into the

People way we work to capability information system
enable appropriate itgehed
bt risk coordinators

behaviours.
External drivers S:ﬂ:ggzi:gd Information and Communication CO_OKHHZE‘;
in DIT. - Feedback loop network.



https://www.gov.uk/government/publications/dft-annual-report-and-accounts-2016-to-2017
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(Good practice Clear approach to risk management

N annual reports
2016-17

Department of Communities and Local Government 2016-17 page 38 (Ministry of Housing, Communities & Local Government as of January 2018)

Clearly sets out Approach to risk management

responsibilities for
risk assurance across
the organisation

Introduction The Executive Team oversees our response to the strategic challenges faced by the Department as a whole. A summary

of these strategic risks follows on pages 39 to 41. The Executive Team owns the strategic risks and nominates a
responsible officer for each one. In addition, individual operational or programme risks may be escalated from directors
to the Executive Team. Our approach is supported by an assurance framework which underpins the monitoring and
management of risk, shown below using the three lines of defence model.

Audit and Risk Assurance Committee

The NAO and the Building
Public Trust Awards

Principles of a good
annual report

0\7 Understandable

1st line

Policy and programme
management including
Portfolio Boards

Management information
and financial control

Operational checks and
balances

Specialist teams who
support the first line -
analysts, statisticians,
economists, our Great
Policy Making initiative

Knowledge and
information management

2 line

Including oversight by the
Ministerial Board, Executive
Team, Finance sub-
committee and People sub-
committee

Specialist teams that
support and challenge the
first line and report direct to
senior management:

+ Finance business partners
« Implementation Unit

« Delivery Unit

+ Credit risk

» Compliance reviews and
quality assurance

Annual review of compliance
(governance assurance
exercise)

3rd line

Internal Audit

External Programme
Reviews, for example by
Infrastructure and Projects
Authority

Reviews by our Non-Executive
Directors or other independent

experts

External audit


https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/624324/59955_DCLG_ARA_2017_Web_Accessible.pdf
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GQQd practice Risk appetite statement
N annual reports Network Rail 2017. page 39
2010-17

Network Rail has defined its risk appetite as |

Strong, clear statement of the
follows:

entity’s risk appetite

Introduction

Network Rail has no appetite for safety risk exposure
that could result in injury or loss of life to public,
passengers and workforce. Safety drives all major |
decisions in the organisation. All safety targets are |
met and improved year on year.

The NAO and the Building
Public Trust Awards

Principles of a good
annual report

In the pursuit of its objectives, Network Rail is willing
to accept, in some circumstances, risks that may

result in some financial loss or exposure including a
small chance of breach of the loan limit. It will not
pursue additional income generating or cost saving |
initiatives unless returns are probable (85 % CI for |
income and 60 % CI for cost reductions where |

potential returns are high).

The company will only tolerate low to moderate
gross exposure to delivery of operational
performance targets including network reliability
and capacity and asset condition, disaster recovery |
and succession planning, breakdown in information
systems or information integrity.

Strategy
Risks
Operations
Governance

Measures of success

The company wants to be seen as best in class and
respected across industry. It will only tolerate low to
moderate exposure that may result in short term
negative impact on reputation and stakeholder
relationships and is easily recoverable, i.e. minimal |
negative local or industry media coverage, and/or |
minor employee experience and political impact.

This will continue to be balanced by reqular positive

media coverage at national and local level.

Financial performance

People

External drivers

Understandable



https://cdn.networkrail.co.uk/wp-content/uploads/2017/07/Network-Rail-Annual-report-and-accounts-2017.pdf
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Introduction
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Principles of a good
annual report

Operations
Governance
Measures of success

Financial performance
People

External drivers

Understandable

Clear insight into the dynamics of the risk profile

SSE 2017, page 27

Risks are ranked by how
likely they are to occur
and potential impact

Group Principal Risks

High

Interconnections

Low

*

People and
culture .

Politics,
regulation and
compliance

Cyber security
and resilience .

Development
and change .

Safety and the
environment* .

Energy
infrastructure .
failure

Major projects
quality ‘

Energy
affordability** .

Financial
liabil

g
@
]

Commodity
prices .

,,
o
a

Potential impact on Group Viability

Safety is SSE's most important value, and management of this risk remains SSE's highest priority.
It should be noted that Energy Affordability is particularly closely linked to — and therefore impacted by
Politics, Regulation and Compliance and Commodity Prices.

More

Previous <] 19  [> Next

Risks are coloured to
demonstrate changes
in risk profile

SSE operates in fast moving markets that
are subject to a high degree of political,
regulatory and legislative intervention.

It is therefore essential that SSE's Risk
Management Framework is dynamic and
flexible, allowing decision makers to focus
on material risk information that may have
an impact, whether positive or negative,
on core objectives

The Board and Executive Committee
look to assess the Principal Risks that
face the Group from a number of different
perspectives, including both individually
and collectively. This graphic illustrates
SSE's ten Group Principal Risks positioned
on a relative basis against two important
metrics — interconnectivity (a highly
interconnected risk has more ways to
manifest than a less interconnected risk),
and potential impact on Group viability
based on selected critical risk scenarios
developed in conjunction with

business experts

In addition, the Principal Risks that were
considered by their oversight Committees
to have increased in materiality during the
year are shown in red, with those whose
materiality has not significantly changed
are shown in blue. No Principal Risk was
deemed to have decreased in materiality.


http://sse.com/media/472591/SSE-26520-AR2017-web-3-.pdf
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Governance
Measures of success

Financial performance
People

External drivers

W Understandable

External risks

(-10) o0

Economic environment
and society

Lower economic growth or reduction in
economic activity.

Potential impact

Reduced revenue as:

« Customers make fewer journeys

« Customers buy lower priced tickets

« Customers switch mode [to walking, cycling,
private car etc)

Mitigating actions
Continue to focus our operations in more
resilient geographical areas

Local management constantly assesses the
needs of local markets and direct services and
products accordingly

Provide attractive services and products

Focus on driving volumes through innovative and
targeted marketing

Generate customer loyalty through initiatives
such as smart ticketing

Proactive cost control

Make public transport easier to access and use

Opportunity

« Maximise geographic and product
diversification opportunities

« One rail contract will be re-bid over the next two
years allowing for a rebasing of target revenue

There are variances between geographical areas
in the rate of recovery

Change in risk in the year

Increase in risk during the year, as UK growth rates
remain volatile, and at risk from political instability.

Following the result of the EU referendum,
economic growth rates have been resilient, but
remain volatile (e.g. UK gross domestic product
(GDP) was estimated to have increased by 0.3%
in Quarter 2 (April to June 2017}, while Quarter 4
(October to December 2016) GDP growth had
been 0.7%)*

Statistics provided by Office for National Statistics,

Key to risk changes

@ Increase in risk in the year
@ No change in risk in the year

Detailed risks with mitigations
Go-Ahead 2017, page 43

=10 000

Political and regulatory
framework

Changes to the legal and regulatory
framework, particularly the Bus Services Act
2017, and the impact of the UK leaving

the EU

Potential impact

* If bus services are franchised, the Group could
lose revenue in some areas

Adverse change to the rail franchising model

Reduced funding for public transport

« Areduction in European immigration to the
United Kingdom could have an impact on the
availability and cost of employees

Mitigating actions

 Limited exposure to local authority funding. Our
operations are largely commercial

* Actively participate in key industry, trade and
government steering and policy
development groups

« Collaboration and partnership working with
local authorities

« Devise strategy for bus franchising

« Demonstrate the value delivered by the private
sector through investment in services,
responding quickly and flexibly to
passenger needs

Opportunity

« The political and regulatory framework provides
us with the opportunity to influence decisions
through close dialogue with the Government,
local authorities and other key parties

The Bus Services Act could provide business
opportunities in new markets, and facilitate the
consolidation of existing relationships

Change in risk in the year
Increase in risk during the year, as the UK's
political landscape has become
increasingly uncertain.

« The 2017 General Election resulted in a hung
parliament, and this has increased political and
economic uncertainty

« Labour's 2017 manifesto pledge to bring private
rail companies back into public ownership as
their franchises expire

« Bus Services Act received Royal Assent on
27 April 2017, and includes devolved powers to
regulate bus services in local areas, subject to
certain criteria being met

« The Queen’s speech of 21 June 2017 included
27 bills, of which eight are dedicated entirely to
measures around the UK leaving the EU

« Proposed rise in corporation tax under a
potential Labour government to 26%

Strategic risks

c 10) 00

Sustainability of rail profits
or loss of franchise

Failure to retain key franchises on
acceptable terms and failure to stabilise
GTR's business performance

Potential impact

« Rail profitability and cash flow could fall over the
next three years

Mitigating actions

« Flexible and experienced management team
which responds quickly and expertly to
changing circumstances

« Shared risk through the Govia joint venture,
which is 65% owned by Go-Ahead and 35%
by Keolis

Invest in performance improvements

« Work constructively with industry partners, such
as Network Rail, to deliver long term economic
and infrastructure benefits

« Significant resource and financial investment in
bidding for new franchises

« Regular Board review of rail performance, and
Board approval of overall rail bidding strategy

« Compliance with franchise conditions
closely monitored

« Recovery plan for GTR

* Reduce head office costs across the Group

Opportunity
« Growing portfolio of German rail contracts

« Growth opportunities within the Nordic region

Change in risk in the year

Increase in risk during the year, as the issues
concerning the GTR franchise have intensified and
the Group’s joint venture Govia was unsuccessful in
its bid to win the new West Midland rail franchise.

« The GTR franchise has seen a difficult year as a
result of the impact of major infrastructure
projects and ongoing industrial action

+ Organic international expansion, including the
recently awarded 13 year rail contract by
Transport Ministry of Baden Wiirttemberg
in Germany

Shortlisted by the Department for Transport to bid
for the South Eastern franchise

A

USER FRIENDLY EXAMPLE

Go Ahead have developed a key to clearly link the
risks they have identified to their strategic goals.

Previous < 20

Clear mitigating actions set out

Explanation of how the risk profile
has changed in the year

Go-Ahead’s risk appetite statement

Safety and Security: The Group has no tolerance for safety risk exposure, including an incident such as a major passenger accident

or an act of terrorism.

Protect and grow the core

The Group will only tolerate low risk
with regard to the management of its
core activities.

The Group is willing to accept
moderate risk within stable and
regulated markets as it bids for
new rail and bus contracts.

R g

Win new rail and bus contracts

Develop the future of transport

In pursuit of its objective to develop

the future of transport, the Group
recognises that innovation and striving
to be one step ahead of our competitors
comes with some inherent risk. Moderate
risks, in some circumstances, will be
accepted in pursuit of these objectives.

> Next

r


https://www.go-ahead.com/content/dam/go-ahead/corporate/documents/FY17/Finalised_documents/GO129_AnnualReport_Final_170919.pdf
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Risks
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Governance
Measures of success

Financial performance
People

External drivers

Understandable

Strong links between risks and strategic objectives

Department for Business. Energy and Industrial Strategy 2016-17, pages 26—29

Key: Icons in the table map the risks
to our objectives

Delivering an ambitious
industrial strategy

Maximising investment
opportunities and
bolstering UK interests

Promoting competitive
markets and responsible
business practices

Ensuring the UK has
a reliable, low-cost and
clean energy system

Building a new,
high-performing
department of state

E

Relative Change during
severity the year

B High 4 Increasing risk
. Medium ‘ Decreasing risk
B Low 4> Stable

Mitigating activities

Risks internal to the department

Previous <] 21 > Next

Direction of risk trend

at year end

Industrial strategy

The industrial strategy fails to
deliver its objective to improve
productivity and growth across
the UK.

Engaging closely across Whitehall to ensure
the development of wide-ranging and
ambitious proposals.

\ g

The industrial strategy
is a Departmental priority.

Working with Government to define
ambitions and to ensure resources
are available for their implementation.

- Finalising the investment contract.

- *
Hinkley Point C (HPC)

EDF fails to deliver HPC on time

and to budget, resulting in 3.2GW  »

of electricity generation not
coming online in 2025.

Setting up cross-governance arrangements
to provide sufficient oversight of HPC.

Putting Government initiatives with industry
in place to address to potential skills gaps
and supply chain issues.

The current status of the
risk is improving but will

. ) be closely monitored.
Providing safeguards against unapproved

stake ownership by foreign investors.

l} USER FRIENDLY EXAMPLE

BEIS have used images to link the risks they
have identified to their strategic objectives.

% Risk analysis should be clearly integrated with

the other sections of the annual report.



https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/641623/beis-annual-report-accounts-2016-17-update-2-web.pdf
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Strategy

Risks

Operations
Governance
Measures of success

Financial performance
People

External drivers

Understandable

Demonstration of changing risk profile over time
John Lewis Partnership 2017, page 34

John Lewis updates the reader on whether
there has been a change in the way they assess

risk, for example by combining risk areas

What'’s changed since last year?

Previous <] 22  [> Next

Our principal risks evolve over time. As we progress our strategy and Business Plan, new risks emerge and we adjust our mitigation activities.
The following changes in our risk profile have been approved by the Partnership Board:

Increased risk profile

Three principal risks have increased over the year
+3

2 Operating model strain 5 Change delivery 6 Economic environment
What are we doing about these risks?

Several programmes are underway to drive efficiencies across the Partnership
and enable more flexibility across our operating model to better serve our
customers. A review of our implementation of pay policy has been prompted
after remediation of a technical underpayment. Redesigned organisational change
governance is being implemented to support and challenge the effective delivery
of programmes. The Board continues to closely monitor and respond to changes
in the economic environment, including the impact of Brexit, consumer confidence
and changing customer needs. We monitor progress regularly through the
governance structure.

Clear statement of whether the risk has changed
over the last year and in which areas the change
has happened to enable accountability

Combined risk profile

1 Two risks have been combined

_ Sl

Why have these been combined?
The ‘Efficiency’ risk has been incorporated into the ‘Change delivery’ risk due to
the interdependencies between the two risks and mitigating actions; and to align

reporting across the Partnership. Our plans continue to address the combined risk.

r


https://www.johnlewispartnership.co.uk/content/dam/cws/pdfs/financials/annual-reports/jlp-annual-report-and-accounts-2017.pdf
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Operations
Governance
Measures of success

Financial performance
People

External drivers

Understandable

What did we look for?

e Discussion of the different delivery models, the reasons for using
these models and how they achieved value for money.

e Narrative around how business operations support wider
parliamentary objectives.

Previous <] 23 [> Next

e For significant contracted-out services: discussion of how these contracts

are awarded and how the entity manages the on-going contract.

e Consideration of capital investment and how it achieves value for money.

@ Clear operating model ’

@ Creative illustration of operating
models in practice

@ Capital projects ’

@ Contract management ’
@ Efficiency ’

r
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Clear operating model
The Crown Estate 2016-17, page 10-11

Good practice
N annual reports
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Each element of the business

Introduction model is clear and concise

The NAO and the Building
Public Trust Awards

Principles of a good
annual report

L
K4

At the heart of our approach

is our purpose: creating brilliant places
through conscious commercialism.

It’s about taking a long-term view,
seeing the bigger picture, identifying
opportunities for growth, and creating
environments that are relevant,
attractive and profitable.

What sets us apart

>

A
L4
What we do

We actively manage our portfolios through
four principal activities.

Investment management

We buy and sell assets in line with our investment
strategy, with a focus on our chosen sectors where
we can outperform the market through our expertise
and critical mass.

Development management

We plan, construct, develop and refurbish to create
successful places where our customers and communities
can thrive.

S
7

What we rely on

We draw upon six capitals in the management
of our business model.

Previous <l 24

> Next

The value we create ,l,

Beyond meeting our income and total return targets
we also consider the wider value we deliver against
each capital.

Financial resources
Financial capability to run our business

8.1%
Year-on-year increase
in net revenue profit

£328.8m

Physical resources
Property, plant and equipment we own and use

5.5%
.070
Year-on-year increase
in total property value

Natural resources
The natural resources that we manage and use

100%
Operational waste
diverted from landfill

e
o
o
O
[~

) * Our expertise and critical mass enables us to achieve v
OperatIOﬂS competitive advantage and outperformance Asset management Our people 94%
* We believe in placemaking; creating environments We actively manage our assets, working closely with our The skills and experience of our employees Employees ‘Proud to work
where people can thrive customers to help achieve their business objectives while, for The Crown Estate’
o Our best-in-class asset managers work closely with at the same time, increasing the value of our portfolio. Surk o
our customers urknow-how 18 hours
Our collective expertise and processes Average training
* Our approach to regeneration is based on enhancing
G OVernance spaces sensitively, carefully and for the long term N Property management per employes p.a.
We enhance our investment, development and asset
management activities with effective property management Our networks Ezbn
to ensure we address the needs of our customers, partners Our relationships with stakeholders; Fund: d on behalf of
and communities. including customers, partners and communities unds managed on behalf of our
strategic joint venture partners
Measures of success 22

Financial performance

People

Reinvestment into the business

We access capital to invest in our portfolios
via strategic partnerships and the sale of non-core
or ex-growth assets.

Our contribution to Treasury

Our annual net revenue profit is paid to Treasury.

£2.6bn

Generated for Treasury in last ten years.

N

r

Organisations should transparently set out the different
operating models they use, the reasons for using those
models and whether they represent value for money.

Understandable



https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/622107/TCE_accounts_16-17.pdf
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Measures of success

Financial performance

0\7 Understandable

A balanced range

Creative illustration of operating models in practice
SSE 2017, page 4-5

Clear split of the operating model into distinct areas
reflecting the different parts of the business

of energy businesses

SSE provides the energy people need

in a reliable and sustainable way. It has
three principal business areas: Wholesale,
using turbines to convert energy from
gas, oil, coal, water and wind to generate
electricity; trading in wholesale energy
markets; and managing energy contracts.
Networks, transmitting and distributing
electricity and gas to homes and
workplaces. Retail, supplying electricity
and gas and related services to households
and organisations. Each business area
works within SSE's strategic framework
and enables SSE to fulfil its financial
objective. It is the only company listed

on the London Stock Exchange with
such a balance of energy businesses.

Electricity

Sustainably sourcing and producing energy
SSE provides energy and related services fi
energy s ain and the

UHS \WO\AQ Energy Portfolio Mana lemer

[El et blomratonimarapm s0tms

(@) Gas production
= Extraciing natural gas rom el nthe North Sea and west
of Shetland for use onshor

(2 ) Energy portfolio management
and electricity generation
Using turbines to convert eneray from gas, oil, coal, water and
wind to generate electricity and managing energy contracts.

@ Gas storage

Using caverns to store large volumes of natural gas under ground
for use ata future date.

Market-based

USER FRIENDLY EXAMPLE

lllustrations are engaging and directly
related to the business.

Safely dellvenng energy to homes and businesses
)y HE'WOVI« businesses

[ Read more information sce pages 44to 47.

Gas distribution

Using pipes to distribute gas from the transmission network to homes,

work places and other premises

: ) Electricity transmission

=" Using higher voltage lines and cables to transmit electricity from
generating plant to the distribution network

Electricity distribution

Using lower voltage lines and cables to distribute electricity to homes,

work places and other premises.

Economically-regulated

Previous < 25

Supplying energy and essential services to customers
SSE supplieselectrciy, 9as and related services such 3 t
in markets

for industrial, commercial and public sector customers

[T} R e rmaionses pages 481051

o Energy supply
Retailing gas and electricity to household, small business and
industrial and commercial customers.

© Energy-related services
Providing energy-related products and services to households
and small businesses

° Enterprise
Bringing together ke SSE services for industrial, commercial and
public sector customers.

Market-based

> Next

r


http://sse.com/media/472591/SSE-26520-AR2017-web-3-.pdf
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Governance

Measures of success

Financial performance

People

External drivers

Understandable

Capital Projects
Highways England 2016-17, page 33

Delivering the Road Investment

Strategy

il our major
improvement schemes

Our commitment
and objectives

Target: We need to make capital s
expenditure savings of at least £1.212bn E%
by 2019-20.

We identified £169m of efficiency savings
against our 2016-17 milestone of £139m.

We are continuing to deliver our programme of major enhancement works included in this first Road
Investment Strategy period. Around £7.7bn of our total capital budget is invested into major schemes,
many of which will continue into the next period of investment from 2020.

This significant investment in the country’s infrastructure improves road safety, increases capacity and
reduces congestion — all of which support the UK economy.

What this means for us

Delivering the Road Investment Strategy is

one of our company objectives. We will deliver
the investment programme to provide tangible
benefits to our customers and the economy, while
minimising our environmental impact. We also
need to consider the short-term impact on our
customers, such as journey times through major
roadworks as well as maintaining the safety of our
customers and road workers.

Delivering the programme on time and to budget
is a priority for us and the Government. We are
also focused on providing value for money for
the taxpayer and achieving £1.2bn of efficiency
savings over this five-year period.

In addition, our progress is monitored against
a number of performance indicators and
requirements designed to measure our
achievements in supporting economic growth.

These include:

B procuring 25% of our goods and services
from small and medium-sized enterprises
(SMEs)

B responding in a timely fashion to planning
applications

B work to support the Government'’s five
Construction 2025 goals

Organisations should provide a balanced assessment of progress

made on capital projects, enabling accountability. Where objectives
have not been met, actions to rectify the situation should be set out.

Previous <] 26 [> Next o

Objectives of capital
investment set out against
progress made

Progress is measured against KPIs
and clearly linked to Highways
England’s strategic objectives


https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/638619/S160578_Highways_England_Annual_Report_V25_-_Web_.pdf
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Good practice Contract management
iN annual reports Ministry of Justice 2016-17, page 48
2016-17

Clear actions as to how contract
Introduction management is being improved

The NAO and the Building
Public Trust Awards

e The Department is committed to delivering consistently high-quality contract
Principles of a good management and has embedded improvements in processes and controls to
annual report support this.

Contract Management

A new framework was established in February 2017 to manage third party
contracts, to support effective commissioning and subsequent contract
management. We are revising the Department’s Sourcing and Contract
Management Guidance and developing strategic supplier relationship
management guidance and tools. To understand and improve the Department’s
relationship with third party suppliers we will conduct a ‘State of the Supplier’
survey, an internal stakeholder survey and a supplier segmentation exercise.

Contracts (in excess of 3,000 LAA and 1,000 MoJ) have been uploaded onto the
‘Bravo’ system. This system captures critical contract information, acts as a
Governance central repository for documents and serves as an auditable record of activity. The
aim is for all MoJ Group contracts to be held on the system by December 2017.
HMPPS contracts are currently being transferred over to Bravo.

Operations

Measures of success . . .
Progress on improvements in contract management is regularly reported to the

Audit and Risk Committee. The most recent review by internal audit concluded
that the Committee were happy with the progress made to date but recognised

Financial performance ; !
that there was still scope for improvement.

People

Where an entity has significant contracted-out services it should set out transparently
External drivers how these contracts are awarded and the continued governance arrangements in
place to ensure that contracts are delivered sustainably.

Understandable



https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/630239/moj-annual-report-2016-17.pdf
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Good practice Efficiency

N annual reports HMRC 2016-17. page 43
2016-17

Efficiency

Last year we achieved cost savings of £254 million from changes to contracts and HbIRE eelaulizel et GnlE @

Introduction transformational savings from IT and exploiting the digitisation of services that were pound costs them to collect
previously paper based. Other cost savings have been generated by amending our

The NAO and the Building processes so that customers need to contact us less, and encouraging customers to take

Public Trust Awards up online services, including online tax accounts, webchat and i-forms, where they would

otherwise have contacted us by phone or letter.

Principles of a good We are committed to reducing our operating costs for the remainder of the Spending
Review 2015 period, reaching £717 million of sustainable cost savings a year by the end
of 2019-20. £181 million of last year's savings are sustainable and count towards this
target.

annual report

The efficiencies we have delivered, together with increasing revenues, mean that the
cost of collecting taxes in the UK is less than a penny for every pound collected — from
0.63 pence in the pound in 2012-13 to 0.55 pence in 2016-17 (ie every £100 we collect
costs £0.55).

Figure 15: Overall cost of collection (pence per £ collected)

Operations 070
Governance 0.65
0.60
Measures of success
0.55
Financial performance
0.50 201213 201314 201415 201516 201617

People

Organisations should include a discussion, where appropriate, on what they
External drivers are doing to meet the challenge of reducing the cost of operations and to
improve efficiency and productivity in delivery of their public service outputs.

Understandable



https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/635587/HMRC_Annual_Report_and_Accounts_2016-17_web_.pdf
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Financial performance
People

External drivers

Understandable

What did we look for?

e Narrative which clearly demonstrates the governance structure and
tone at the top.

e Transparent information about how the Board works effectively to
govern the organisation.

@ Clear governance structure ’
@ Wider networks ’
@ Board attendance and composition ’

Previous <] 29 [> Next

@ Detailed board evaluation process ’

Use of case studies to illustrate
decision making process

@ Engagement with stakeholders ’

r
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Governance

Measures of success

Financial performance

People

External drivers

Understandable

Clear governance structure

Department for Communities and Local Government 2016-17, page 33 (Ministry of Housing, Communities & Local Government as of January 2018)

Previous < 30

Board committees:

Audit and Risk Assurance
Committee
Delegated responsibility for

financial management,
propriety and risk.
Chaired by Non-Executive

Departmental Board
Focus on delivery performance.
Chaired by Secretary of State

Non-Ministerial Board
Scrutinises delivery
performance and corporate
management.

Chaired by Lead Non-Executive

Executive committees:

Executive Team
Responsibility for strategic
leadership and management of
the Department.
Chaired by Accounting Officer

People Sub-Committee
Delegated responsibility for

certain matters including
monitoring of People Plan
implementation

Senior Pay and Talent
Committee
Responsibility for SCS
performance, talent, succession
planning and pay

Finance Sub-Committee
Delegated responsibility for
certain matters including
investment decisions

Clearly articulated
governance framework


https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/624324/59955_DCLG_ARA_2017_Web_Accessible.pdf
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Good practice Wider networks

iNn annual reports Network Rail 2017, page 53
2016-17

Network Rail’s relationship with the DfT and ORR
Diagram showing how Network Rail works

Introduction . )
with other parts of the public sector

The NAO and the Building 03

Public Trust Awards Department /
for Transport  scarians

Principles of a good Specify and fund rail
annual report services in England &
Wales and Scotland

71 respectively
7 Network
) s grant and
Funding / 0?‘ loan facility
// OFFICE OF RAIL AND ROAD
Operations 2
NetworkRail
TOCs and FOCs T
Governance l
Train operating Operates,
companies and freight maintains and
operating companies renews the railway

Measures of success

I

Property revenue

Financial performance
Revenue from

passengers and
freight users

People

Organisations should think about how
External drivers their work fits into the broader picture
and communicate that in the annual report.

Understandable



https://cdn.networkrail.co.uk/wp-content/uploads/2017/07/Network-Rail-Annual-report-and-accounts-2017.pdf
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(Good practice Board attendance and composition

in annual reports Go-Ahead 2017, page 48
201617

Board composition and attendance
Introduction shown in a clear and concise manner

The NAO and the Building

Public Trust Awards
The above are highlights only and for the full list of Board objectives, with what we have done in 2016/17 and Board focus

_ for the forthcoming year, please see pages 57 and 58
Principles of a good

annual report

Board composition Attendance
M Chairman Directors’ attendance at scheduled and unscheduled meetings they were eligible to attend:
Independent non-executive directors Board Audit committee Remuneration committee Nomination committee
Bl ¢l Reaiers Board attendance Scheduled Unscheduled  Scheduled Unscheduled  Scheduled Unscheduled  Scheduled Unscheduled
Total meetings 9 5 4 - 5 2 2 -
Andrew Allner 9/9 5/5 - - 5/5 2/2 2/2 -
David Brown' 9/9 5/5 = = = = = =
Patrick Butcher' 9/9 5/5 - - - - - -
Katherine Innes Ker? 9/9 A 4/4 = 5/5 2/2 2/2 =
Nick Horler?? 8/9 4l 4/4 - 4/5 2/2 2/2 -
Operations Adrian Ewer* 9/9 3/5 4/4 - 5/5 2/2 2/2 -

1. Members of the executive team attended committee meetings by invitation as appropriate which are not
included in the above attendance.

Governance 16/17 17/18 2. A sub-committee meeting comprising the Chairman, Audit Committee Chair and executive directors was
held on 8 September 2016. Katherine Innes Ker and Nick Horler were therefore eligible to attend four
The above charts show Board unscheduled Board meetings.
: ioJmFOZS&K;n az at}:hée.i/eglrlindfed 3. Nick Horler was unable to attend one scheduled Board and remuneration committee meeting on
Q1 M f sy EInlel CURELS 5] X e for 7 June 2017 due to a long standing prior commitment. Nick was sent all papers in advance, with the
easures O SucCcess the forthcoming year following the

: . opportunity to provide input before and after the meeting via the Group Company Secretary.
appointment of two new non-executive PP ytop inp 9 p pany Y.

directors on 23 October 2017 and . Adrian Ewer was unable to attend two unscheduled Board meetings, one of which was due to illness and the
the retirement of Nick Horler at the other due to a long standing prior commitment. Adrian was sent all papers in advance, with the opportunity
2017 Annual General Meeting on to provide input before and after the meeting via the Group Company Secretary.

2 November 2017.

~

Financial performance

People

External drivers Organisations should also set out how the board works as a
team including aspects such as diversity and balance of skills.

Understandable



https://www.go-ahead.com/content/dam/go-ahead/corporate/documents/FY17/Finalised_documents/GO129_AnnualReport_Final_170919.pdf
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Introduction
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Principles of a good
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Strategy

Risks

Operations
Governance
Measures of success

Financial performance
People

External drivers

Understandable

Detailed board evaluation process

SSE 2017, page 64-65

The process
the board
uses to
evaluate
itself is
clearly
explained

Board and Committee evaluation process

Step 1
Review, plan and design
The Chairman and Company Secretary
reviewed the actions which had been
agreed following the external evaluation
in 2015/16, in consideration of which,
a comprehensive questionnaire
was designed

? Evaluation
Process
Step 4
Report and agree
The Chairman and Company
Secretary prepared a report on the
findings, which was presented to the
Board along with a number of proposed
actions for consideration and approval
as appropriate.

Board evaluation findings

Actions for 2016/17

Enhancing Board engagement

Progress made

Monitor the agenda setting process to
ensure continued linkage to strategy.

A dedicated annual strategy session was
again held, which received positive feedback
surrounding year on year improvement.

The time allocated to strategic discussions
throughout the year has also increased.

Review the allocation of time for site The number of site visits has increased

visits including the process for reporting  during the year, and each meeting of the

back to the Board. Board now includes ‘site visit feedback'
as a standing item.

In addition to the normal diarised non-
Executive meetings, the non-Executive
Directors met over dinner as part of the
strategy session.

Consider increasing the number
of meetings of the non-Executive
Directors in the Board calendar.

Previous <] 33 [> Next

Action points
for the board

Step 2 and progress
Issue questionnaire .

The questionnaire was issued to made agamSt
each of the Directors for these are
comment and feedback. i

clearly laid out
and enable

accountability
Step 3

Compile and analyse

The individual responses were
compiled by the Company Secretary
and an in-depth analysis of the
comments provided was carried out.

Actions for 2017/18

Continue to assess the opportunities
to enhance strategic discussion and
debate throughout the year.

Identify any areas of the business which
have not yet been visited by the Board and
consider increasing the number of visits
centred on safety.

Continue to build both dedicated
non-Executive and Board engagement
time into the formal meeting calendar.

23


http://sse.com/media/472591/SSE-26520-AR2017-web-3-.pdf
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Principles of a good
annual report

Use of case studies to illustrate decision making process
SSE 2017, page 63

Governance case study

Decision to sell a 16.7% equity stake in Scotia Gas Networks Limited (SGN)

SSE's acquisition of a 50% share in SGN in 2005 took the total net Regulated Asset Value (RAV) of its economically-regulated
businesses to just over £4bn. By 2015, that had increased to almost £7.5bn, with much of that increase attributable to Electricity
Transmission, in which a major — and continuing — programme of investment started in 2009, transforming its scale and scope

Against this background of a transformed portfolio of economically-regulated networks businesses, in May 2016, SSE announced
its intention to consider options to crystallise some value for shareholders from its long term investment in SGN. This case study
sets out the related governance and process.

The Board supported the potential sale of a stake in SGN and authorised initial discussions with SSE's
September 2015 Joint Venture partners. It was acknowledged that while Networks remain core to SSE's strategy of
maintaining a balanced range of businesses, disposal of a stake would potentially provide an opportunity
to demonstrate value creation and refresh and re-balance SGN's ownership facilitating more development
opportunities

Consideration was also given to:

— the possible uses of proceeds, including the potential for a share buy back programme and for
investment in value creating projects; and

- the potentially positive impact of such a sale on SGN's strategic opportunities.

February 2016 The Board delegated authority to the Executive team to progress options to sell a stake in SGN at or above
an agreed premium to RAV.

The sales process, was outlined to and agreed by the Board. The following narrative was included in the

May 2016 2015/16 Preliminary Results Statement.

'SSE considers disposal of up to one third of its 50% equity stake in Scotia Gas Networks Limited, with any

proceeds being used to return or create value for shareholders. Should a sale be completed, SSE would

expect to use the proceeds to return value to its shareholders or to invest to create value for shareholders

should there be the right opportunity, in a way that would be determined at the time".

Shareholder feedback, post results, was presented to the Board confirming that, SSE considering to sell
a stake in SGN was generally well received, as was the intention to return value to shareholders.

June 2016

The 2016 AGM Notice of Meeting included the following wording within the explanatory notes for
July 2016 proposed Resolution 18, Authority to purchase own shares:

This resolution renews the authority that was given at last year's AGM, authorising the Company to
purchase its own ordinary shares in the market. In its preliminary financial results statement published on
18 May 2016 SSE stated it has decided to consider the disposal of up to one third of its 50% equity stake in
SGN Limited, with any proceeds being used to return capital to, or create value for, shareholders. Should
such a disposal take place in the year ended 31 March 2017 one option to return capital to shareholders
would be to use this authority, if approved, to purchase SSE's own shares. Such purchases will only be
made if the Directors believe that to do so would result in an increase in the Group's earnings per share
and would be in the best interests of shareholders generally. In this particular instance this method of
returning capital to shareholders could have the advantage of offsetting the EPS reduction resulting
from the potential disposal and reducing the total dividend outflow in future years.

This Resolution was approved by shareholders at the AGM with 99.04% of votes cast in favour.

The Board were provided with an update on the SGN sale process and confirmed delegated authorities

September 2016
for the potential transaction.

The agreement to dispose of a 16.7% stake in SGN to wholly owned subsidiaries of the Abu Dhabi
Investment Authority (ADIA) was announced on 17 October 2016, with a headline consideration of £621m
The sale was completed on 26 October 2016

October 2016

The Board approved delegated authority to the Finance Director to return around £500m of the proceeds
November 2016 to shareholders by way of an on-market share buy-back, expected to complete by December 2017,

The Board approved that the remaining £100m be directed to support the investment in the Stronelairg
onshore windfarm development. The Board noted that both uses of proceeds would mitigate the impact
of the sale on SSE's Earnings per Share.

The Board approved the announcement of the intended use of proceeds in the Interim Results Statement

Previous <] 34 [> Next

Effective use of case studies to demonstrate
the process through which decisions are taken

Organisations should ensure the
governance statement sets out the
actual activities of the board and its
committees in addition to listing out
their responsibilities.

r


http://sse.com/media/472591/SSE-26520-AR2017-web-3-.pdf
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Marks and Spencer 2017, page 44

Introduction

The NAO and the Building
Public Trust Awards

Principles of a good
annual report

Annual Governance Event
The Chairman hosts this
annualday of dialogue

and debate between

Webcasts We have been
providing live webcasts of
our AGMs and preliminary
andinterimannouncements

Ongoing engagement
Members of our senior
managementand Investor
Relations teams held 406

our obligations to provide /~ 1
aholisticand engaging |
view of thebusiness.

=

Annual General Meeting
(AGM) Our 2016 AGM was

wellattendedandallour
proposed resolutions

were passed, with votes

in favour ranging from

2053%t09999%. T

Institutional Director breakfasts
Discussions between directors
and groups of employees from

alllevels within the business

investors

OUR STAKEHOLDERS:
HOW WE LISTEN & ENGAGE

Our rich network of stakeholder relationships upholds the values on which
M&S was founded. These remain vital to building a sustainable business.

Operations / \ F
‘ SHAREHOLDERS ‘ Listening groups In early 2017
\ / our colleagues shared their
views onarange of customer-
focused questions.
Governance
Your Say survey Our
. March 2017 employee survey
S T Shareholder Panel showed that engagement
/ Regular discussions was up by 3% <
between the directors S
Measures of success andgroups o private
shareholders. ‘
|
) Quarterly Skype updates \
Private Perrarmancao e Our quarterly CEO/CFO 7 \

shareholders

Ourannualbusiness

trading updates are

- } overview desi broadcast via Skype to our
. . ignedand
Financial performance e e store management teams
the private shareholder.
L
Monthly CEO updates
We have introduced a monthly
CEOupdate toc.50,000

People

employees via social media.

External drivers

Public sector organisations should consider how best to
demonstrate how they are engaging with their stakeholders.

Understandable

Previous < 35

Clear demonstration of how
the organisation engages
with its stakeholders

Annual perception study
Each year the Boardreceives
anindependent report from
Makinson Cowellinto our

managementand performance

for overten years meetings with 245 different  directors and the Company’s major investors views on our
Annual Report and institutions during 2016 largestinvestors
Accounts WWe go beyond ~

Business Involvement

Group (BIG) Engagement with
ouremployees is facilitated
through BIG, our network

of elected employee
representatives from each
storeandbusiness area

AN

EMPLOYEES |


http://annualreport.marksandspencer.com/M&S_AR2017.pdf
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Strategy

Risks

Operations

Governance

Measures of success

Financial performance

People

External drivers

Understandable

What did we look for?

e Quantified KPls aligned to strategic objectives.

Previous <] 36  [> Next

e Balanced assessment of goals achieved and performance against targets.

@ Clear targets set ’
@ Strong links to strategic objectives ’
@ Quantification of non-financial objectives ’

@ Honesty in reporting of KPIs ’
@ Single Departmental Plans ’

r
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Governance

Measures of success

Financial performance

People

External drivers

Understandable

Clear targets set

Liverpool Victoria 2016, page 14

>rogressing tow

tain’s best loved insurer

To be Britain’s best loved insurer Staff engagement

Explanation of measure
We use a combination of surveys to assess our performance
against our vision to be Britain's best loved insurer.

2016 Target

To be one of the best loved insurers by continuing to rank in the
top five for relevant opinion surveys and delivering excellent
customer service levels whilst consistently treating the
customer fairly.

Performance

15! UK bestloved ¥
1st

2015: 2nd

UK
customer
satisfaction
index of
insurance
companies:

2015: 83%

2016: 90%
2014: 80%

YouGov: Most recommended General insurance
insurer customers very/
extremely satisfied

Commentary

In an independent survey by Research Now of 1,796 customers
in the insurance industry, LV= was voted best loved by more of
our customers than other brands surveyed.

As well as the results of opinion surveys our best loved
vision is demonstrated through the many awards LV=
has won during the year including the Moneywise ‘most
trusted insurer’ and The Claims Excellence awards for
Customer Care.

2017 Target

Our aim is to differentiate ourselves in the market against
competitors based on customer and member satisfaction
measured against relevant opinion surveys.

Explanation of measure

Our people are a major differentiator for LV=and are crucial
to delivering our best loved vision so it is important they
are engaged with the work we do.

2016 Target

Focus on retaining engagement scores at or above the UK high
performing organisations norm of 83% as defined by Willis
Towers Watson, a global HR consultancy.

Performance

83% engagement *9

LV= engagement 2016: 83%
UK high performing organisations norm 2016: 83%
LV= engagement 2015: 86%

UK high performing organisations norm 2015: 81%

LV= engagement 2014: 85%

UK high performing organisations norm 2014: 78%

Commentary

Despite a marginal drop since 2015, LV= has continued to
demonstrate strong levels of staff engagement, matching
those of high performing organisations, and exceeding those
of UK financial services organisations norm by 7%.

2017 Target

Focus on retaining ‘sustainable engagement’ scores at or
above the UK high performing organisations benchmark as
defined by Willis Towers Watson.

Previous <]

Targets set are clear and
there is an explanation of

37

how they are measured

Targets are set in advance

of the next financial year,

aiding accountability

> Next

Organisations should ensure that they report on progress
made against targets set in previous annual reports, to
enable users to easily monitor developments and hold the

organisation accountable.

USER FRIENDLY EXAMPLE

The key helps users to determine
whether a target has been achieved
or not.

r


https://www.lv.com/assets/non-product/pdfs/about-us/report-accounts/annual-report-2016/lv-ar-2016-whole-report.pdf
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Strong links to strategic objectives

John Lewis Partnership 2017, page 5

STRONGER BRANDS |
AND NEW GROWTH |

Frodtict innovation, great Partner service
and competitive pric
customer base, increasing our market share,
Customer perception has remained high against
abackdrop of structural change in the retail
market, which has seen an accelerated migration
of trade online in general merchandise

grown our

BETTERJOBS, |
BETTER PERFORMING |
PARTNERS, |
BETTER PAY |

Nor-management Partner pay has increased,
driven by our performance-related pay policy.
Inaddition, on average, these Partners will

see an increase in their combined pay and
Partnership Bonus from the previous year.
Across the Partnership the diversity of our
workforce has also increased. Our Partner job

FINANCIAL
SUSTAINABILITY

Profit before Partrership Borus, tax and
exceptional iterms has grown and operational
cash Tlow is strong. Total liabilities have grown
ata faster rate over the last five years, driven
by an increase in our pension liability, due to
lower interest rates.

=

ssauisng nog s3]

Previous < 38

KPIs are quantified and clearly
linked to strategic objectives

> Next

r

= satisfaction has dropped by 3% as we navigate &
R__? through significant change and adapt the E?apda;:zr}e §
onpage 10 Partnership for the future. 5
)
=9 8
Read more
on page 18
Average non-management Partner
Gross sales growth m hourly pay above National Living Wage Return on invested capital (ROIC)
. 0, 2016 o, 2016 o, 2016
Opera’“ons 3.2/) 2.5% 20.4/) ahead 201% 8.1/) 71%
Like-for-like sales growth m Partner job satisfaction Partnership profit per average FTE*
Waitr 0, 2016 2016
NG .. 68% 7% £5,800 £4,800
(0.2/)) 1.3%)
G overnance John Lewis Partner pay as a percentage of sales Debt ratio?
0, 2016 o, 2016 2016
27/) 31% 13.9/0 13.9% 40)( 4.4x
Increase in ‘Best’ customers® m
Other measures Other measures
Measures of success Wairoze 5
2.8% :
o (e} 2.3% Senior management® Partners Energy consumption per sq ft £
John L belonging to an ethnic minority of trading floor* =
john Lewis 2 N\
20 o, 2016 216 05 g
. . 0.7% 46% 4.1% 37% 80.7 kwnjie 81.9 kwhyft? : : :
Financial performance o o Financial and operational KPIs should be
Net promoter score (NPS)? -week basis ‘ .
2 For definition see page 9.
ot appropriately balanced across strategic
2016 4 Data s extracted from wwwijohnlewispartnership.couk/csr . . . . g
+34 +29 which was included within KPMG LLP's independent ObJeCt|VeS aCCOrd|ng to pr|or|ty

limited assurance scope. On this page you can also

John Lewis read their full opinion. \_ )
5 Datals reported on an approximate calendar year bass
Please see page 60 for further detaik

People +62 -

USER FRIENDLY EXAMPLE

John Lewis clearly signpost where a user
can find more information if they wish.

Other measures

9 are -he dei
lrerc data
Nigits

Growth in customers shopping
across both brands

5.0% a7%

External drivers

Understandable



https://www.johnlewispartnership.co.uk/content/dam/cws/pdfs/financials/annual-reports/jlp-annual-report-and-accounts-2017.pdf

National Audit Office

Previous <] 39 [> Next

Quantification of non-financial objectives

Good practice
N annual reports
2016-17

Marks and Spencer 2017, page 19

KEY TO RESOURCES & RELATIONSHIPS AFFECTED

Non-financial KPIs are quantified and the

Introduction o i i i
G 0 9 9 S 9 O movement against the prior year is clearly
annels apital takeholders esources remuneration

stated to enable a reader to track progress

© Read more in the glossary of alternative performance measures on p133-134

The NAO and the Building
Public Trust Awards

NON-FINANCIAL OBJECTIVES

OBJECTIVE KPI 2016/17 PERFORMANCE

Principles of a good
annual report

AVERAGE Our convenient, special and different
NUMBER OF

sHoPs PERYEAR  food and our continued Simply Food
store opening programme continue

to draw customers in

Engage, serve FOOD
and retain
our customers

TOTAL
CUSTOMERS
Total number of UK Food customers

Operations

,
motivated and
engaged team

per year and average number of shops s - O =
per customer resulting in a purchase 20.:)11‘1 22.5)

across all UK shopping channels. +0.4m Level
(= X=:]
CLOTHING & HOME TOTAL AVERAGE We are stillin the recovery phase
CUSTOMERS NUMBER OF
sHopspervear  Of our plan for Clothing & Home.

Totalnumber of UK Clothing & Home
customers per year and average
number of shops per customer
resultingina purchase across all

UK shopping channels.

EMPLOYEE ENGAGEMENT

Engagement is a key driver of
performance. Our Your Say survey
looks at the key drivers of employee
engagement such as pride in M&S
and our products, feelings about
M&S as an employer and the role

24.6m

-0.1m

81% +3%

We grew the number of customers
shopping through M&S.com but this
was more than offset by a decline
in customers in our stores.

(=]

The annual survey was completed
by 80% of employees. Employee
engagement results were positive
and up on last year.

of line managers. =)

Governance
PRODUCTS WITH A 79(y$u% This represents an improvement
PLAN A QUALITY (0} of 6%. Our target is to have at

Measures of success

Financial performance

People

External drivers

with integrity

Thisisaquality or feature regarded
asacharacteristic orinherent part of
aproduct which has ademonstrable
positive or significantly lower
environmentaland/or socialimpact
during its sourcing, production,
supply, use and/or disposal.

’ M&S products
2015/16 73%

2020 target 100%

least one Plan A quality inall
M&S products by 2020.

nNOS0

Efficient and GROSS GREENHOUSE 3 . We achieved a 7% reduction,
responsible GAS EMISSIONS 026’000 COee mainly through lower carbon
operations 7% UK grid electricity. We also

Totalgross CO,e emissions
resulting from M&S operated
activities worldwide

GROSS GREENHOUSE GAS
EMISSIONS PER 1,000 SQ FT

Totalgross CO,e emissions
per 1,000 sq ft resulting from
M&S operated activities worldwide.

26 (COe/
1,000sq ft

-10%

maintained our position of carbon
neutrality (zero net emissions)

by sourcing renewable energy
and carbon offsets

We achieved a 10% per sq ft
improvement, mainly through
lower carbon UK grid electricity.
This has contributed towards the 7%
reduction in total gross emissions.

o0

w
3]
2
<
s
g
2
&
&
g
P
5
)

USER FRIENDLY EXAMPLE

Icons are used to link KPIs to key
resources and relationships.



http://annualreport.marksandspencer.com/M&S_AR2017.pdf
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Honesty in reporting of KPIs
Go-Ahead 2017, page 32

Good practice
iNn annual repor
2016-17

The NAO and the Building
Public Trust Awards

Principles of a good
annual report

Operations

Governance

Measures of success

Financial performance

People

External drivers

Society

Running our companies in a safe, socially
and environmentally responsible manner

What are our key performance
indicators (KPIs)?

Our society KPIs relate to the safety of our
colleagues, our customers and other road
users, as well monitoring the detrimental
impact of carbon emissions from our
operations on the environment.

We measure the number of railway signals
passed at danger (SPADs), which is similar to
driving through a red light. While every SPAD
is treated as a serious incident, most occur
have little or no potential to cause harm and
are the result of minor misjudgements of
braking distance. The number of bus
accidents which result in a notification to

a claims handler is closely monitored,
including cases where we are not at fault.
The reporting of both SPADs and bus
accidents is weighted to every million

miles we operate. Measuring and reporting
RIDDOR accidents is a statutory requirement
for all companies relating to work place
incidents. The safety of our people is very
important to us, making this one of our
society KPIs. As the metric relates to the
safety of our colleagues, it is weighted to
every 100 employees.

While Go-Ahead's activities help to reduce
the number of cars on the road, we aim to
improve the detrimental impact our
operations have on the environment. We
monitor all the energy used within our
operations and calculate CO, emissions
resulting from this use. To establish the
impact of each journey taken, we weight
this metric by passenger journeys.

Why is it important?

Our safety indicators help us measure
performance against our commitment to
provide a safe and positive travel experience
for our bus and rail passengers, a safe
working environment for our colleagues and
to minimise risk to the general public. Good
performance in these areas can also reduce
cost through lower insurance claim charges.

Through our environmental metric we
monitor our performance against our
commitment to improve energy efficiency,
contribute to government and local authority
carbon reduction targets and provide a
greener way for our passengers to travel.
Good performance in this area also reduces
cost through fuel efficiency.

What are the risks?

Poor performance against our three safety
KPIs would impact our objectives to run our
companies in a safe manner. Failing to
provide a safe working environment for our
people goes against our goal to be an
employer of choice. Key risks associated
with poor performance in these areas
include impact on operational performance,
reputational risk, higher insurance claim
costs and employee relations issues,
including low satisfaction and productivity.
Risks associated with poor performance
against our environmental KPI include failure
to meet government targets to tackle climate
change, reputational risk and higher fuel
costs; all impairing our ability to meet the
objective to run our companies in an
environmentally responsible manner.

149

Reduction in carbon
emissions per passenger
journey since 2014/15

How did we perform?

We saw a mixed performance against our
society KPIs with improvements in two of the
four measures. Performance improved for
RIDDOR accidents per 100 employees and
carbon emissions per passenger journey, but
declined slightly in SPADs and bus accidents
per million miles.

While our services contribute to improving
air quality offering a less environmentally
harmful alternative to car travel.

We take our responsibility for the safety of
our customers and our people very seriously.

We ensure our employees have the
necessary equipment and training to do their
jobs properly and safely. We investigate every
accident and encourage accurate and timely
reporting of all incidents. Driving behaviour is
monitored and initiatives are undertaken to
improve standards of driving to minimise the
likelihood of bus accidents and improve

fuel efficiency.

SPADs per million miles

RIDDOR accidents per 100 employees

Bus accidents per million miles

0.80 0.77
13 14 5

:
i
14 15 16 17

13

37.8
13 14 15

Honesty around KPIs that have not been met


https://www.go-ahead.com/content/dam/go-ahead/corporate/documents/FY17/Finalised_documents/GO129_AnnualReport_Final_170919.pdf
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Single Departmental Plans
HMRC 2016-17, page 49

@ Commitment on track or complete
@ Some risk to delivery
@ Commitment not on track

Status

Single Departmental Plan commitment

Maximise revenues due and bear down on avoidance and evasion

We will raise an additional £5 billion a year by 2019-20 by tackling tax avoidance and aggressive tax
planning, evasion and compliance, and by addressing imbalances in the tax system.

We need additional people to deliver this commitment and we are recruiting compliance staff.
Delivery is reliant on the timely take up and training of these new recruits to being fully productive.
It is also dependent on OBR economic forecasts.

We will ensure global companies pay their fair share in tax by supporting the government's leading
role in the reform of international tax rules.

We will review the international country-by-country tax reporting rules and consider the case for
making this information publicly available on a multilateral basis.

We will support the government in making it a crime when companies fail to put in place measures
to stop tax evasion in their organisation, making sure that penalties are large enough to punish and
deter.

We will ensure developing countries have full access to global automatic tax information exchange
systems and continue to build the capacity of tax authorities in developing countries.

We will deliver additional compliance revenues through our compliance and enforcement activity of
£27 billion in 2016-17.

We will increase the number of criminal investigations that HMRC can undertake into serious and
complex tax crime, focusing particularly on wealthy individuals and corporates, with the aim of
increasing prosecutions in this area to 100 a year by the end of the Parliament.

We need additional senior tax professionals to deliver this commitment. Delivery is reliant on the
timely take up and criminal justice training of these recruits to being fully productive.

We will continue to identify and prevent losses in the tax credits system so that error and fraud is no
more than 5% in 2015-16 and 2016-17 as we support the transition to Universal Credit
The loss of additional capacity from Concentrix means we forecast we will not deliver the 5% error

and fraud target for 2016-17. Looking forward, we have made a number of changes to our processes
for our 2017 compliance campaigns that are designed to improve the customer journey.
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HMRC used a traffic light
system to demonstrate

progress against commitments

Demonstration of progress against commitments made in a department’s Single
Departmental Plan is important for accountability. Other public sector organisations
could consider reporting against wider commitments which are relevant to them.
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What did we look for?

e An understandable and fair reflection of financial performance
which is consistent with the underlying financial statements.
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e Discussion of actual performance against expected/budgeted performance.

@ Where the organisation spent its money ’
@ Comprehensive overview of expenditure ’
@ Explanation of budgets ’

@ Analysis of the financial statements ’
@ Understandable trend analysis ’
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(Good practice Where the organisation spent its money

iNn annual reports Legal Aid Agency 2016-17, page 18
2016-17

Crime Higher . .
£633.7m (£51.3m increase) Clear visual display of where
Increase in the provision estimate for work undertaken but not yet LAA Spen ds |ts money
billed on ongoing Crime Higher cases due to:
« the assumed average length of a case being longer than it was last year
« higher average case costs due to electronic disclosures being brought in

The NAO and the BU”d | ng scope for fees based on pages of prosecution evidence
Public Trust Awards

Introduction

Principles of a good
annual report

Legal Help
£92.7m (£2.5m decrease)

Civil Representation
£538.5m (£19.9m increase)

Increase in Special Childrens’ Act cases Decrease in the volume of legal help
matters in all areas except for asylum

LAA Net @
Expenditure

£1.7bn

Operations @ (£47.8m increase)

Governance slight reduction in Crown Defence Cost Gradual decline in spend in line with
Orders for private prosecution cases falling overall crime rates

Crime Lower
£278.8m (£3.4m decrease)

Central Funds
£48.0m (£0.1m decrease)

Measures of success

Financial performance

Due to:

+ one-off expenses incurred last year for:
- redundancy payouts under a Voluntary Early Departure Scheme
(VEDS)
« legal cost settlements for bidders challenging the competitive
criminal legal aid tender prior to its reversal
» reduced staff costs from a smaller workforce after the VEDS
programme and a reduction in the use of temporary agency staff and X .
contractors Explanation of why figures

- savings achieved through digitisation, including reduced printing,

postage, stationery, travel, subsistence and processing costs haVe Changed againSt the

People

External drivers ]
Administration running costs prior year

£95.0m (£17.5m decrease)

Understandable



https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/632150/laa-annual-report-2016-17.pdf
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Comprehensive overview of expenditure
Ministry of Justice 2016-17, page 9

Comprehensive overview of the
Department’s main areas of spend

Department Spending in 2016-17

Staff Costs Building Services
£1,845m Spend
Grants £6g6m Lease/Finance
£3m Charges
Judicial Costs £195m
£5m
Criminal Justice
Technology : Costs . X
£117m i NOMS | £625m Grants Fin d Staff Costs
- . : ! £169m
£4,608m
g e Lease/Finance Other
C“Eifge“d N\ Charges Building Services £104m
m £587m Spend
£72m
Other Other
£355m f146m
Staff Costs =y
Technology Technolo
£3m f146m £2m 85"
e ___‘l <= Grants
JCPG. Building Services & 7im
£318m Spend
£Am .

Building Services m . Staff Costs
Spend Grants o i £40m
£10m J £96m Lease/Flnance Criminal Justice

Other Criminal Justice  Charges / Lease/Finance  CO3S
£63m Casts £3m / Charges M staff Costs
£121m £503m

£11m
Building Services

Legal Aid
A £1,687m
d \, ~ O\
13m Technology

Spen
Judicial Costs
LAA £136m £484m
£1,880M
Technology Other
£13m £98m Other 4 _
£208m Building Services
Staff Costs Spend
£55m £377m
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0\7 Understandable

Explanation of budgets

Department for Communities and Local Government 2016-17, page 61 (Ministry of Housing, Communities & Local Government as of January 2018)
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Total Managed
Expenditure (TME)

Clear explanation

of the department’s £28.9bn
budgets and the sorts of
expenditure each include

Departmental
Expenditure Limits (DEL)
Firm, planned budgets set for
multi-year periods in Spending
Reviews.

Local Government
Resource DEL - £8.2bn

Unrestricted funding to local
government on behalf of
central government excluding
the local share which is
Resource AME.

Communities
Capital DEL £5.2bn

Budgets for expenditure on
assets, investments and expenditure e.g. current
capital grants e.g. Help to grants, depreciation, rent,

Buy investments pay.

Communities
Resource DEL - £2.6bn

Budgets for current

Administration £0.3bn

Budgets to cover the
expenditure required to run the
Department. Includes
accommodation and pay costs.

Net Cash Requirement (NCR)
- £19.1bn

The cash required by the Department
to operate each year.

Programme - £2.3bn

Resource budget not classified
as Administration is termed
Programme budget. It includes
current grants such as the New
Homes Bonus.

Departmental budgets are very complicated and difficult for many
users of annual reports to understand. Clear explanation of what
different budgets include and why they are important is a key point.

Annually Managed
Expenditure (AME)
Volatile or demand-led budgets in

a way that cannot be controlled by
the Department.

Resource AME £12.9bn

For DCLG, the main area of
Resource AME spend is the local
share of business rates retained
by local authorities. Also included
are impairments, provisions and

pension scheme movements.

Capital AME - £0bn

For DCLG, expenditure is rarely
Capital AME. Recent examples
have been the recognition of a
capital provision and the payment
of capital grants for housing stock
transfers.


https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/624324/59955_DCLG_ARA_2017_Web_Accessible.pdf
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(Good practice Analysis of the financial statements

iﬂ aﬂﬂua| reports Action for Children 2016-17, pages 28-29
2016-17

Summary 2016/17 results Our expenditure breakdown in 2016/17
2016/17 2015/16
. £m £m
|ntroduct|on Income from donations and legacies 162 181 92%
Income from trading 69 - £143.8m
. Investment income + fixed assets disposal 12 14 Activities to help chidren
The NAO and the Building Income from charitabe actvies 1555 s 4%
H otal it e . . o
Public Trust Awards co.om
Expenditure on raising voluntary income (59 ©9) Tra.ding
Expenditure on trading ©.8) - Total Expenditure
Prlnol |es Of a 000 d Expenditure on charitable activities (143.8) (148.8)
p g Pension finance charge 0.3) .4 £156'8 m £5.9m
ann Ual report Total expenditure (156.8) (1571) Fundraising
Netincome for the year 3.0 37
o,
Gain/(loss) on investment valuation *' 6.4 (0.4) <1 /o
£0.3m
Zi?;? Stra‘[egy Actuarial on pension liability (10.0) 29.0 Pension finance charges
Net movements in funds (0.6) 32.3
Notes: *11In the SOFA included in net income
Risks
Our income breakdown 2016/17 Breakdown of expenditure on activities to help children in 2016/17

AN
é@ Operations

85% 48%
£135.5m £69.4m
Income from charitable Early years and family support
Governance activities
£_35.4m .
Total Income g;z‘aii':ns &legacies T::;Ie‘::::‘l:nti::ir::re\s Dlsat:;ed e
Measures of success ) 17%
£159-8m iﬁ\ £143-8m g:ﬁj:e’: in care
Trading activities
; . 9%
Financial performance 1% £13.5m
£1.2m Young people
fixod asset aisposals | 1%
£0.7m_ _
Fegpe ( e i ricy
Financial analysis
_ links back to Clear breakdown The financial performance section of the annual report should
External drivers the financial of income and complement the financial statements by providing a strong,
statements expenditure by type visual analysis of the financial performance of the organisation.

Understandable
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Understandable trend analysis
Cancer Research 2016-17, page 30

47
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UNDERLYING INCOME GROWTH (EM)

660 —

655 —

650 |—

645 —

640 |—

635 [—

630

Underlying Legacy Trading Events Donations Royalties Other Underlying
income 2016 and grants incomeand income 2017
investments

Clear demonstration of changes in income
compared to the prior financial year,
demonstrating the drivers of change.


http://www.cancerresearchuk.org/sites/default/files/cruk_annual_report_2016-17.pdf
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What did we look for?

Previous <] 48 [> Next

e Discussion and quantitative analysis of people factors in the organisation.

e Details of equal opportunities and diversity in the organisation.

@ Staff numbers ’
@ Staff sickness ’
@ Employee engagement ’

@ Equality, diversity and inclusion ’
@ Health and safety ’

r
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(GGood practice Staff numbers

in amnua| reports Ministry of Justice 2016-17, page 66
2016-17

Average number of staff employed

Introduction

MoJ Headquarters |
The NAO and the Building 2,974 (4% M

Public Trust Awards ?

HM Courts & Tribunals Service | [ mh Ah AR oA o
s e 15,750 (23%) 'I"I"I"I"I"'

annual report

National Offender Management 2SS S RERSS SRS SRS
service 426 65) | NPVORETTIMMMPPY
Legal Aid Agency

Other MoJ agencies
Operations 1,467 (2%)

1'
®
Non-departmental
EEVEENED Public Bodies 2,521 (4%) | m

— 40
9 Measures of success 4%

Financial performance

People

l& USER FRIENDLY EXAMPLE

Creative way of illustrating the percentage of staff employed
in each of the components of the Ministry of Justice group.

External drivers

Understandable



https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/630239/moj-annual-report-2016-17.pdf
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Staff sickness
Legal Aid Agency 2016-17. page 54

Sickness absence data

Average working days lost (AWDL) is
regularly monitored and reported monthly
to the Board. We have continued to improve
our AWDL and have made significant
improvements compared to last year and
against targets.

Comparison to Civil
Service Benchmark

Clear demonstration
of performance
against target
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Employee engagement
Go-Ahead 2017, page 36

Go-Ahead links their people
to strategy, key performance
indicators and risk

The importance of staff is
clearly set out

Key data sets over a five year
period presented as graphics
to support the wording above

Our people

Striving to be a leading employer

What are our key performance
indicators (KPIs)?

Our people KPIs measure how engaged

our people are through annual independent
employee surveys conducted across our
businesses. We also measure employee
absence by the percentage of scheduled
hours not worked due to unplanned absence
from work and monitor employee turnover,
which is measured by the percentage of
employees who leave the business in

the year.

Why is it important?

Go-Ahead strives to be a good, respected
employer and we appreciate the experience
and opinions of our people as well as insights
we gain from their feedback. Whenever
possible, we make changes based on
feedback, to build trust and foster an
environment where employee opinion is
valued. In addition to making Go-Ahead an
attractive place to work, we believe high
levels of employee engagement contribute to
the success of the Group.

High levels of absenteeism and turnover
could be reflective of low levels of staff
satisfaction and engagement. By monitoring
levels of absence, we can identify areas of
the business with potential employee
relations issues or employee shortages.
Monitoring this also helps us with our
resource planning and allocation

Employee engagement index (%)

M Bus M Rail

What are the risks?

Low levels of employee engagement could
result in reduced productivity and higher
levels of absence or employee turnover, all
of which would have an adverse impact on
resource planning across the business.

Employee shortages could impact our ability
to deliver our services at the frequency,
level of punctuality and standard we aim

to achieve. It potentially puts additional
pressure on colleagues in the workplace
and impacts employee morale, engagement
and stress levels. There is a significant cost
to the business of absenteeism; the national
estimated average cost of an absent
employee is £522 per year (CIPD 2016
survey).

How did we perform?

We've seen strong performance across our
people KPIs with improvements against every
metric.

Employee engagement scores increased in
both bus and rail divisions, and absenteeism
and employee turnover decreased slightly.

Absenteeism improved despite
unprecedented levels of absence at GTR in
the year, which we believe to be connected
with the industrial dispute.

Absenteeism (% of working hours)

Previous < 51 > Next

We have achieved higher employee
engagement scores across bus and rail. All
our bus businesses delivered improvements,
with increases in engagement as great at
18ppts in some businesses, demonstrating
the value in our culture change programme.

Both our employee absenteeism and
turnover went down this year which reflects
the higher levels of employee engagement
across the Group.

What are we targeting?

All our bus and rail companies set their

own challenging targets to increase levels

of employee engagement. Overall, our aim is
to improve our levels of engagement each
year, remaining above the average for

large businesses.

We aim to achieve low levels of absenteeism,
below the national average whilst
maintaining consistently low levels

of employee turnover.

29,000

Total employees

Employee turnover (%)

80

59 [l 55 60
47
13 14 15 16 17

13 14 15 16 7

114
| I I
13 14 15 16 17
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Equality, diversity and inclusion
Highways England 2016-17, pages 54 and 56

Clear demonstration of actions
taken for workforce

For our own workforce, we have:

B used the early talent (graduate and
apprenticeship) programmes to fill critical
resource gaps sustainably and reached
under-represented groups to improve our
diversity in the process

B delivered performance management training
to managers, which included a session on
building an inclusive culture

B expanded our staff networks. In addition
to our national leading women'’s network,
regional forums have formed. Our access
for all disability group now consists of seven
regional groups and measures are in place
to develop a Lesbian, Gay, Bisexual and
Trans (LGBT) group

B continued to support our inclusion agenda
through a number of initiatives, such as Time
to Talk Day, Black History Month, and LGBT
History Month

introduced a new accessibility policy for our
buildings and have improved the reasonable
adjustments policy

signed up to the Government’s disability
confident scheme. We were also awarded
a ‘disability confident committed’ status in
recognition of how we strive to recruit and
retain disabled people

undertaken an independent review of our
recruitment process to identify changes that
can be made to enhance equality

Previous <] 52  [> Next

Consideration of equality and diversity
from a customer perspective

Equality, diversity and inclusion

Increasing diversity and inclusion to promote
equality is important to us. We have made
progress in delivering actions in support

of our public sector equality duty and our
related objectives focusing on customers and
communities, the supply chain and employment.

Over this year, we have worked with our supply
chain and the wider industry to:

W dentify best practice and to develop a toolkit
to help those involved in scheme delivery to
consider disability and accessibility. These
workshops are a precursor to piloting the
material during 2017 on selected schemes

B use our strategic alignment review tool
(StART) in the pre-qualification process
for certain high-value contracts and have
assessed a number of our core suppliers
on how they consider the diverse needs of
customers and communities when making
decisions, as well as how they attract a
diverse workforce and create inclusive
working cultures

B introduce our new collaborative performance
framework to monitor how suppliers working
on our projects are meeting contractual
requirements, including evidencing good
diversity practice
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Health and safety

Department for Communities and Local Government 2016-17, page 56

Health and Safety and Attendance Management

The Department’s safety performance has remained strong during 2016-17. No accidents were reported to the Health and
Safety Executive under Reporting of Injuries, Diseases and Dangerous Occurrences Reqgulations 2013 (RIDDOR) in 2016-17
(none in 2015-16). The Reportable Accident Rate was calculated as O per 100,000 employees. A total of three accidents
were reported by employees in 2016-17, against 10 in 2015-2016.

The Department's sickness absence has improved in 2016.

Disclosure of health and safety
statistics increases transparency

Organisations should ensure they have a clear statement
on compliance with health and safety procedures.

> Next
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What did we look for?

e Consideration of the external drivers that influence and impact

on current objectives and performance.

@
©
©,

Demonstrating the impact
of external drivers

How external circumstances
are mitigated

How organisations can
influence external factors
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Demonstrating the impact of external drivers
SSE 2017, page 39

Good practice
iNn annual repor
2016-17

Managing the impact
of the weather on SSE

The operational performance of SSE's businesses is affected by the
weather. It impacts the production of renewable energy (Wholesale),
the operation of the transmission and distribution lines (Networks)
and the amount of gas and electricity used by consumers (Retail).

The NAO and the Building
Public Trust Awards

Principles of a good
annual report

Concise explanation of how
specific types of weather affect
the business and its operations

Whilst the weather is not a principal risk

to SSE in itself, it is of course an important
contributor to business performance that
is strongly interconnected to identified
Principal Risks such as Energy Affordability
and Commodity Prices. Given its impacts,
SSE closely monitors short and long term
weather conditions so that it is able to
manage and respond to conditions in

an appropriate manner for the benefit

of customers and to support the fulfilment
of its business objectives. This includes:

predicting how forecast temperatures
may affect customers’ demand for gas
and electricity, and whether daily
fluctuations in temperature require a
response form SSE's generation assets;
— forecasting the temperature to inform
how SSE's energy portfolio managers
buy power and gas in advance, thereby
improving SSE's procurement;
— determining short-, medium- and
long-term wind forecasts and the
electricity generation output from
renewable generation assets;
assessing how rainfall patterns could
impact SSE's hydro-electric generation
output and storage capabilities; and
preparing for how extreme weather,
such as high winds or excess rainfall,
could impact the resilience of the
transmission and distribution assets
that SSE's customers rely on

Rainfall

-13%

reduction in average rainfall in the
North of Scotland, compared to the
1981-2010 average

£
oy
-0.3m/s

wind speeds in 2016/17 were below
the long-term average

Overall 2016/17 was warmer than the
previous year, however winds speeds and
rainfall in the North of Scotland were below
long-term averages. This has implications
for customer demand, renewable energy
output and hydro-electric output

Wind

+0.7°C

temperatures were above the 1981-2010
mean temperature for the UK

(1)
Temperature &/

Rainfall directly affects
hydroelectric generation in the
north and west of Scotland.

A total of 1503.4mm of rain fell in the North
of Scotland during the year which is 87%

of the 1981-2010 average. Over the period
October to March rainfall was below average
in North of Scotland for 5 of the 6 months
As aresult, SSE's hydro-electric assets

saw their output decrease to 3,101GWh
compared to 4,074GWh in the previous year.

Wind speeds drive renewable
generation but excess can limit
capacity and damage networks

While GB wind speeds in 2015/16 were

very close to the long-term average (over
1981-2010), they were 0.3m/s below the
average in 2016/17. Wind speeds were down
compared with the previous year due to

a change in the positions of the high and
low weather pressure systems. These less
windy conditions resulted in a decrease in
output of electricity from SSE's wind farms

Temperatures can significantly
impact total demand for energy.

2016/17 was warmer than the previous year
with average temperatures 0.7°C above the
1981-2010 average. The mean temperature
in the UK over the year was 9.5°C, which is
higher than the 9.2°C in the previous year.
Whilst overall it was warmer there were
several months in which the temperature
was significantly colder. This impacts the
trends in household energy demand


http://sse.com/media/472591/SSE-26520-AR2017-web-3-.pdf
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How external circumstances are mitigated

Bakkavor 2016, pages 26 and 27

High level overview
of the main
external factors
which may affect
future operations

A feature in the
risk register shows
a strong level of
awareness with steps
on how they plan to
mitigate the impact

KEY RISKS

The successful management of eight key risks is vital to the day-to-day running
of our business and our ability to meet our strategic goals.

The risk environment around our businesses is
under constant review, particularly in response
to external factors. In the UK, for example, the
decision to leave the European Union could
have impacts in a number of areas, including
input pricing, labour costs and sourcing,
economic activity and consumer confidence.

We will look to mitigate possible future
impacts by: developing initiatives to reassure
and inform our workforce; investing to
enhance capacity and automation; working
transparently with our strategic customers;
and introducing new recruitment models.

Previous < 56

In addition an important mitigating strategy
Is to continue to run our operations in
accordance with our values, which are the
foundation upon which our business is built.
We ensure we do so with a robust governance
framework, clear accountabilities, and
rigorous audit processes.

RISK DESCRIPTION
AND IMPACT

Input cost and wage inflation @

The Group’s cost base and margin can be
affected by changes in the cost of labour,
raw materials, packaging and energy.

Increases in raw material prices and labour
costs adversely affect individual product
margins. An inability to pass on these

cost increases within a reasonable
timeframe impacts the Group's profit

and future investments.

HOW WE MITIGATE
OUR RISKS

Central procurement team focuses
on achieving balance between price,
quality, availability and service levels.

Forward purchasing agreed and price
variations passed on where possible.

Continued focus on cost reduction
and productivity enhancements.

DEVELOPMENTS
DURING 2016

¢ Introduced more transparent pricing
with our strategic customers.

¢ Finalised our exit from lower-margin
businesses.

¢ Ongoing investment in automation and
plant equipment to enhance efficiency.

Introduction of National Living Wage
in UK puts additional pressure on
labour costs.

> Next
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How organisations can influence external factors
Action for Children 2016-17, pages 10-11

Good practice
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Action for Children demonstrated how their work improves

. the lives of children they have worked with
Introduction

The NAO and the Building
Public Trust Awards

In a world where one thing
often leads to something
worse, we prove how it
can lead to something

By giving children caught up in
domestic violence a way out.
71%

of children have been protected
from domestic violence

Principles of a good
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Financial performance

People

External drivers

Understandable

much, much better

By helping children

in the UK from b
before they are

born until they are

young adults.

By insisting that
every five year old
gets a fair chance
at school.

I
i

71%

of children experience a better family
life because structure and routines
are established including mealtimes,
bedtime and getting to school

71%
of children and young people
improved their mental health

81%
of five year olds have improved
their ability to achieve at school

By acting to
stop neglect.

By providing /
loving fostering

and adoptive
homes.

70%

of children have warmer and
more supportive relationships
with parents and carers

74%

of children feel more secure by
parents or carers setting more
effective boundaries

97%

of children and young people
say that living with our foster
carers has helped to improve
their lives

r--

i

By helping parents and keeping
families together.

94%

By providing short breaks and
care for children and families.

79%

of children at risk of going into
custody or care continue to live
at home with our Multisystemic
Therapy (MST) programme

of disabled children were more able
to manage their own behaviour

V')

By making life better
for disabled children.

87%

of disabled children develop
stronger practical life skills

By helping young people out

of trouble and into education
and jobs.

73%

of young people go onto further
employment, education or training



https://www.actionforchildren.org.uk/media/9361/annual-report_2016_17_web_spreads.pdf
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What did we look for?

e Use of plain English, graphics and appropriate layout to enable the user
to understand and gauge the importance of the information presented.

e Clear structure to help users navigate the annual report.
e Concise summaries with links to further information as required.

e Use of different mediums to provide information.

@ Annual report on a page ’
@ Innovative use of media ’

Clear and consistent key to
help navigate the annual report
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Annual report on a page
Marks and Spencer 2017, pages 14-15

INPUTS

CORE OBJECTIVES

BUSINESS MODEL THE M&S DIFFERENCE

RELATED RISK FACTORS

Previous < 59
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Marks and Spencer summarised the key
aspects of the annual report on a page

ACCOUNTABILITY

OUTPUTS

ionships
epend

Group financial
objectives

Grow Group revenue

Increase earnings
andreturns

Strong cash generation

© See KPIs p18

FINANCIAL

Non-financial
OUR PRODUCTS objectives

& CHANNELS
Engage, serveand
retain customers

Fostera skilled,

motivatedand
engaged team
OUR INTELLECTU,
CAPITAL Source products

withintegrity

Efficient and
responsible operations

© See KPIs p19

Strategic
objectives

OUR

STAKEHOLDERS Dl

Reach customers
Improve profitability
© See KPIs p20-21

NATURAL
RESOURCES

How our activities deliver financial value

Financial performance risks

Financial accountability

Key financial measures

Listen & Respond

We use comprehensive data to
understand what customers want
tobuyand how they want to shop.

Strategy & Planning

Robust financial management
ensures we are able to continue
toinvestin our business and
deliver profitable growth for
our shareholders

Source & Buy

We capitalise on the strong,
long-term relationships we have with
our suppliers to deliver efficiencies,
improve marginsand drive
profitability without compromising
on the quality of our products.

Brand & Sell

Ourbrandis at the heart of the M&S
difference and we create unique

Thereareanumber of risks related
to how we deliver financial value:

1.Clothing &Home recovery
8 Margin

11. Profitable growth

12 Third party management

© See Risk p32-33

BOARD

2~

OPERATING COMMITTEE

© see Governance p34-84
© See Remuneration p66-78

Grouprevenue

Group profit before tax
andadjusteditems

Adjusted earnings per share
Dividend per share
Return on capitalemployed

Free cash flow (pre-shareholder
returns)

Develop & Design products that drive financialvalue. © See KPIs p18

New ideas fuel future performance, ~ Serve & Engage

whichis whyattractingand We buildand maintain customer

developingtalent s central to loyalty by prioritising customer

the future of our business. serviceand linking it to our

employee benefits

How our activities deliver non-financial value Non-financial performance risks  Non-f \ Key non-financial measures

Listen & Respond Source & Buy There area number of risks BOARD Total Food customers and
related to how we deliver average number of shops

Our customers trust in the M&S We areleading the way on sourcing it S e coatomer >

brand is akey point of difference

We retain this competitive advantage

by doing things in the most
responsible way - we dothe work
so our customers don't have to.
Strategy & Planning

We improve efficiency and reduce
waste across the business through
the effective use of our resource
and sourcing systems

Develop & Design

By cultivating talent and
encouraging diversity we have
anengaged and autonomous
workforce empowered to put

products with integrity to exceed
customers'expectations on quality,
safetyand sustainable sourcing
Brand & Sell

Wehave built our brand on robust
standards of responsibly sourced
products and services.

Serve & Engage

We bring our brand to life by driving
engagement and participation
instore, online and through
community supportand
volunteering

How our activities deliver strategic value

1.Clothing & Home recovery
2 Food safety andintegrity
3.Corporate responsibility

4.Information security
(including cyber)

6.Customer proposition &
experience

7 Talent &succession
9.Brand

© See Risk p32-33

Strategic performance risks

[ OPERATING COMMITTEE
ADVISORY PLAN A COMMITTEE

'OPERATIONAL PLAN A COMMITTEE
© See Plan A Report

Strategic accountability

Total Clothing & Home customers
andaverage number of shops
per customer

Employee engagement score

Percentage of products with
aPlanAquality

Greenhouse gas emissions
(tonnes)

Greenhouse gas emissions
(persaft)

© See KPIs p19

Key strategic measures

Listen & Respond

Byanalysing what our customers
want, we ensure our growth plans
are right for the future of M&S.

Strategy & Planning

Our UK store estate programme will
drive sales growth by ensuring that
wehavean estate that reflects how
our customers want to shop.
Develop & Design

By constantly improving product
quality and choice, we drive growth
by making M&S more relevant to
our custormers more often.

Source & Buy

Our progress towards a more
flexible and direct sourcing
operation is benefiting our
Clothing &Home margins

Brand & Sell

We sell our products through our
own branded channels,empowering
us with the ability to grow and develop
them inthe way that is right for

our customers,

Serve & Engage

Therationale behind every strategic
decision starts with our customer -
wewant awinning culture built
aroundgiving them great products
andservice

There areanumber of risks related
tohow we deliver strategic value

1.Clothing &Home recovery
5. Technology

8 Margin

10.UK store estate

11. Profitable growth

© See Risk p32-33

BOARD
0

OPERATING COMMITTEE

© See Governance on p34-84
© See Remuneration p66-78

Summarising the annual report on a page can be a useful way of demonstrating
what an organisation’s objectives are, how these are measured and what its
main risks are. It is also a good way for the user to navigate the annual report,
as if they want more information they can just follow the links.

Food UK revenue

Food gross margin

Food like-for-like revenue growth
UK space growth -Food
Clothing & Home UK revenue
Clothing & Home gross margin

Clothing & Home UK like-for-like
revenue growth

International revenue
International operating profit
International space growth
M8S.com sales

M8S.com weekly site visits

KEY OUTCOMES

Financial value create

eTe

Strong profits build
strong cash positiol

Returns to sharel

Taxes to governmer

opportunities

Employee rewards

Non-financial value cr|

2000

Maintainedand
improved reputatiot
with consumers

Better trained and fi
committed employd

Stronger relationshi
suppliers and com

Culture where innoy
and agility thrive

trategic value createl

(< Xe oY o)

Supply chain efficiel

Increased custome!
with broadening ap

Amore dynamic,
flexible and agile bul

r
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John Lewis Partnership 2017

Investing In
Home Design

Holly Turnbull is a Home Design Stylist at

John Lewis Newcastle. Holly's role involves
consulting with customers by appointment,
developing bespoke interior design schemes

for their homes. John Lewis has been working
to strengthen its home offer; with a number

of key developments in 2016/17. Holly explains:
“In Home, this year we've launched our new
Design Project range; a collection of beautifully
designed pieces from our in-house team. As well
as our own brand collections, we've expanded
our partnership with brands such as Loaf and
West EIm.” In addition, our exclusive collaboration
on tableware with LEON went into shops

in September.

At Newcastle, the “Home Design service plays a
big role in strengthening the John Lewis brand,” says
Holly. “As designers we're able to offer one-to-one
advice and inspire customers and that's what | find
really satisfying about this job. It's a unique setting:
you can come in and speak with your customer;
you can show them fabrics and go into a lot of
detail in your appointment. It is very much an
experience and you build a relationship with them.”

In 2016, Holly got the opportunity to complete
a course with British Interior Design, developing
her design skills further. “That was really fun and
exciting to be a part of,” she says.

See Holly talk about her own experience via

the interactive Annual Report and Accounts

www ohnlewispartnership.co.uk/financials/
financial-reports/annual-reports.html

Previous <] 60 [> Next

John Lewis published an
interactive version of their
annual report, including video
links explaining more about
their business

23

Using video can be a powerful way of explaining how a business

works. Many public sector organisations already have YouTube
External drivers channels. Adding a link to a video can be a quick and easy way
to communicate in a different way and really add value to users.

Understandable



http://content.yudu.com/web/6chp/0A42vo4/ReportsandAccounts17/html/index.html?page=18
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Clear and consistent key to help navigate the annual report

Marks and Spencer 2017, inside front cover

ABOUT OUR REPORTING

Previous <] 61 > Next

NAVIGATING THE REPORT

Throughout this document a series of icons

demonstrate how we've integrated information
about our business model with details of our
strategy andrisk

PLAN A

RISK

STRATEGY - REMUNERATION LINK

e READ MORE

Clear key throughout the

report showing how the

business model links to
strategy and risk

REPORTING PERIOD

This year we are reporting on the 52-weeks to 1st

April 2017 compared to last year when we reported
ona b53-week basis,as every six years an additional
week s included to ensure that the year-end date
staysinline with the end of March.To provide a
meaningful comparison with this year, all financial
movements are reported on a 52-week basis,

and excluding the 53rd week last year, unless
otherwise noted.

Details of the 53-week comparisons can be
found in the Financial Review p26.

ALTERNATIVE PERFORMANCE MEASURES

This report provides alternative performance
measures (APMs) which are not defined or specified
under the requirements of International Financial
Reporting Standards. We believe these APMs
provide readers with important additional
information on our business. New for this year,

we have includeda glossary on page 133 which
provides a comprehensive list of the APMs that
we use, including an explanation of how they are
calculated, why we use them and how they can be
reconciled to a statutory measure where relevant

PLAN A

Plan Ais integrated throughout this report,
demonstrating how it is embedded in every part of
our business. This makes it easier for shareholders
to see how our sustainability programme is creating
value in our different divisions. More detailed
informationis available in our online 2017 Plan A
Report at marksandspencer.com/plana2017

ONLINE INFORMATION

We have comprehensive financialand company
information on our website. To register for
notifications, go to marksandspencer.com/

investors and follow the Electronic Shareholder
Communication link.

23
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Concise summaries
John Lewis Partnership 2017, throughout

In a nutshell

The Remuneration Committee oversees how the pay policy is applied
to the Chairman, Executive Directors, Senior Managers who report to
the Chairman, Non-Executive Directors and the Partners Counsellor:
It comprises two Non-Executive Directors and two Elected Directors.

In a nutshell

The Corporate Responsibility Committee

is responsible to the Board for the oversight
of the Partnership's Corporate Responsibility
Policy and corporate responsibility objectives.

John Lewis provided ‘In a nutshell’ summaries for key sections of the annual report

Summary boxes can be a powerful way of explaining complex issues in layman terms.
Organisations could also consider using these to provide additional clarity within the
financial statements themselves.

> Next



https://www.johnlewispartnership.co.uk/content/dam/cws/pdfs/financials/annual-reports/jlp-annual-report-and-accounts-2017.pdf
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3 Measures of success

0\7 Understandable

Frequently asked questions

Key questions and answers
about SSE's Retail business

How would you describe the
performance of the Retail business
in 2016/17?

We have to acknowledge that operating
profit fell and that we experienced a decline
in household energy customer numbers.
We are, however, pleased with the positive
aspects of performance this year. We

have continued to expand our customer
propositions, whilst maintaining our good
record in customer service. The net loss

of customer accounts was the lowest
we've seen for a number of years and we
showed we can compete successfully for
new customers, while also working hard to
retain customers in greater numbers. Good
progress is being made in our investments
in digital, customer-facing systems and in
diversifying our products and services

We took the difficult decision to increase
standard electricity prices for household
customers in GB from April 2017, although
were able to hold gas prices. The business
faces two prevailing headwinds: regulatory
and political scrutiny of energy costs, to
which we need to respond as constructively
as we can, and the increasingly

competitive market.

Customer account numbers have
fallen, so how are you responding
to that?

The energy retail market is the most
competitive it has ever been and this year
switching levels were at their highest rate
since Energy UK began its records. There are
over 50 suppliers and a range of products
and services are available to customers,

We don't have a specific target for customer
numbers - the market is too complex and
fast moving to allow for that. Nevertheless,
winning and retaining customers in a fiercely
competitive market is central to this business
That's why our focus is on ensuring we are
doing the right things to treat customers
fairly and to give them what they are looking
for in products, service and value.

Consumer habits and expectations
are changing and competition is
fierce. How is the Retail business
adapting to this?

It's true that the market is changing. Smart
metering, faster switching and the increasing
connectivity of customers’ homes will have

a transformative effect. This also presents us

with an opportunity to enhance service levels,

drive further engagement and reduce costs.
We are digitalising our business to meet

the changing expectations that people
have about how they want to engage with
products such as energy and essential
services. Importantly we also have to get
the basics right, listening to, and engaging
with, our customers; so providing excellent
customer service is critical. Our track record
in this, notably complaint handling, remains
strong and we want to maintain our
leadership position in this area.

What are the growth areas

for SSE's Retail business?

We see two prominent areas for growth.
Firstly, we want to expand our |&C customer
base and build upon the progress we've
made in recent years. Secondly, our business
is increasingly focused on diversifying into
new markets; that's why we're particularly
pleased that our Home Services business
now has a national presence, and we've
now grown to nearly 500k non-energy
customers across broadband, telephone
and home services. We are targeting further
growth in this area as we continue with our
strategy of becoming more than a retailer
of gas and electricity.

The price of energy has again
risen up the political agenda,

with potential government
interventions, how is the business
managing this risk?

Energy is an essential service and customers,
and the affordability of energy, are at the
heart of every decision we make. We regret
having to take the difficult decision to
increase electricity tariffs, but without this
increase SSE would have been supplying
electricity at a financial loss. At the same
time, we also have outlined major plans

to engage customers with the products,
services and rewards we offer, we continue
to take costs out of the business and we
work closely with the regulator and our
stakeholders on issues affecting customers
Governments should be mindful of the
progress the market has made in any
interventions they make.

What does SSE’s Retail business
do to help vulnerable customers?
As an essential service provider, looking after
our vulnerable customers is central to how
we operate. That's why we became the first
energy supplier in Great Britain to commit
publically to achieving the British Standard
for Inclusive Service Provision. This
represents the gold standard in recognising
and catering for vulnerability. In addition to
this, we have a wide range of practical
services to help people who are struggling
with their energy bills. The key point for any
customer who is vulnerable at any time is:

if you have any worries or concerns about
paying for your energy, get in touch with us
There are many ways in which we can help
One of the initiatives we are particularly
proud of is our advisers referring customers
for Benefit Entitlements Checks. The
outcome of these checks can transform
people’s lives for the better.

What are Retail's principal strategic
priorities for the year ahead?

We are focused on doing the right things

to give customers what they are looking for
in terms of products, service and value. The
net loss of customer accounts in 2016/17
was lower than in previous years, and our
service, programmes of engagement,
products and investment in digitalising front-
end, customer-facing systems will continue.
We also need to fulfil our existing regulatory
obligations and work with the regulator on
the CMA remedies and other reforms from
government to ensure the competitive
market works in a way that benefits all
customers and, critically, make sure we

are well positioned to compete successfully
for customers in the future market

For the full analysis of SSE's Retail business
[ in2016/17 see the Ful-Year Resuits
Statement (2016/17) available on sse.com

Previous <] 63 [> Next

The responses are
frank enabling a
user to grasp the

challenges the
business is facing


http://sse.com/media/472591/SSE-26520-AR2017-web-3-.pdf
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Glossary
Network Rail 2017, page 8

A glossary of key terms
makes complex parts
of the annual more
accessible to report users

Definitions and commentary

Safety

Lost Time Injury Frequency Rate (LTIFR): The number of injuries among
staff and contractors leading to absence from work, per 100,000 hours
worked. Although there was a slight reduction in the actual number of
injuries (680 in 2016/17, compared to 684 the year before), we narrowly
missed our target of 0.447 per 100,000 hours worked.

Close Calls: A close call is defined as anything that has the potential to
cause harm or damage. We consider a higher number of close calls reported
to be a positive indication that staff take their safety responsibilities
seriously. 205,555 close calls were reported, significantly exceeding our
target of 120,000.

Once a close call is reported, it is assigned to a ‘responsible manager’ to
rectify and close down. 77.2 per cent of calls were closed within 90 days,
narrowly missing our target of 80 per cent.

Passenger safety: This measures progress against a set of actions to reduce
train accident risk. We completed 78.7 per cent of these actions, narrowly
missing our target of 80 per cent.

Level Crossing Risk Reduction: This measures progress on our top ten
milestones to reduce level crossing risk. We achieved six of our top ten
milestones, missing our target of 8/10.

Train Performance

N.B. Train performance measures are agreed locally with train and freight
operating companies (TOCs and FOCs); the national scorecard reflects the
aggregate results for these measures.

Public Performance Measure (PPM): The percentage of all passenger train
journeys that arrive on time (within ten minutes of the scheduled arrival
time for long distance services, or within five minutes of the scheduled
arrival time for commuter services). Only seven of the 24 TOCs achieved the
target PPM, resulting in a national score of 19.5 per cent against a target of
50 per cent. Performance varied from route to route, with the LNW route
performing best (four of their six TOCs achieved their PPM target).

Cancellation and Significantly Late: This measures the number of trains that
are cancelled or that are more than 29 minutes late at their terminating
station. We missed our national target for CaSL, with only four of our 18
sub-measures met. Again performance varied from route to route, with
LNE&EM the best performing against this measure.

Right Time Arrivals: This measure looks at whether a specific set of
passenger services arrive on time at specific stations. Only one of our 14
sub-measures were met, meaning we missed our national target.

Freight Delivery Metric (FDM): This measures how many freight services
arrive at their destination on time. We exceeded our national target, with
seven of the eight routes achieving their target.

Others: Any other performance measure that is not consistent across all
routes is included in this category. Scotland met their Right Time Departure
measure and Wales met their ‘seasonal preparations’ measure, but LNE&EM
missed their Right Time Departures target for Virgin Trains East Coast and
the South East route missed their target on reducing delay minutes.

Previous <] 64 [> Next

All delivery plan enhancement milestones: This measures progress on all of our
enhancement projects at two key points in the project lifecycle - option
sclection and commissioning. We achicved 73 per cent of our enhancement
milestones, missing our target of 80 per cent.

Asset Management

Composite Reliability Index (CRI): This is a measure of the short-term
condition and performance of our assets including track, signalling, points,
electrification, telecoms, buildings, structures and earthworks. We achieved
15.8 per cent, exceeding our target of 15 per cent.

Renewals (seven key volumes): This measures delivery against budget for
seven key types of renewals: plain line track, switches and crossings, signalling,
underbridges, earthworks, conductor rail renewal and wire runs. We achieved
94.6 per cent, narrowly missing our target of 95 per cent. Performance varied
between different types of renewals, with underbridges and earthworks
performing well, while plain line volumes faced a number of challenges.

Locally Driven Measures

People Measure: Based on the results of our 2015 staff survey, all managers
were tasked with creating action plans for their teams. This measure tracks

completion of these actions. We achieved our national target, with all eight
geographical routes achieving their target for the year.

Passenger Satisfaction: This is measured through the National Rail Passenger
Survey, commissioned by Transport Focus. The survey runs twice a year, and
we then average the result of the two surveys. We failed to meet our national
target, with only one route (Western) achieving their satisfaction target.

Reduction in railway worker complaints: Each route had a target for the
number of complaints we receive from members of the public about our work
on the railway. To achieve the target, a route would need to have reduced the
number of complaints compared to 2015/16. Only three routes - LNW, Wales
and Western — achieved their target, meaning we missed our national target.
Complaints about noise were the most common, followed by worker
behaviour.

Other: This category contains all other measures agreed at a local level, and
vary from route to route. 56 per cent of these were met, meaning we met our
target of 50 per cent.

Glossary of other measures referred to in route scorecards:

Reduction in service affecting failures
Percentage reduction in the number of incidents that cause delays that were
caused by track, signalling or electrification issues.

SPADs
Signals Passed at Danger — when a train passes a stop signal without authority
to do so.

Right time departures
The percentage of trains departing their station of origin on time or early.

Freight track access income
Total revenue from charges paid by freight companies to run trains on the rail
network.

Customer satisfaction
Measured through quarterly customer ‘pulse check’.
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https://cdn.networkrail.co.uk/wp-content/uploads/2017/07/Network-Rail-Annual-report-and-accounts-2017.pdf
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