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Appendix 3.05.4 Some specific examples of narrative reporting 
Companies receiving financial reporting Awards in 2015 
The PwC awards just look at the reports in themselves – examining the report as a self standing 
document without any link, we thin, with the real world. Whereas we think the annual report 
should be a report about the performance of an entity in the real world.  

First we look at the two listed companies. We examined the 2015 annual report of two 
companies that were awarded prizes by PWC: United Utilities and Tullow Oil (2014 Annual 
Report). Our examination convinced us of two points:  

(i) The reports were far too long (168 and 178 pages);
(ii) The function of those annual reports seems to be to protect and promote the interests

of the party that prepared it – the management. Both reports painted a very positive,
almost glowing picture of the company. The report of Tullow Oil is particularly
interesting in this respect. In fact, the company is in serious trouble. In 2015 its
share price fell by nearly 60%, it reduced its staff by 40%, it is deeply in debt and
made a loss of over a billion dollars. This for a company with a workforce of only
1,403 – a loss per head of almost $800,000! Yet the tone of the report is very much
up-beat and optimistic – on how well the company had (through the good work of
the management) had come through a difficult year, with very low oil process. In
fact all the negative points that we mention are also mentioned in the report but you
have to search rather hard to find them. For example, neither the chairman nor the
chief executive mention the fall in the share price in their review. We only picked
up that the share price had fallen from a 5-line paragraph on page 10. Yet despite
making a loss of over a billion dollars, the company considered it worthwhile to
produce a 180 page report on high quality paper including many coloured
photographs and numerous graphs – clearly a very expensive item. However, the
impression that the report provides an entirely different feel to the company than its
financial results and future actually. The 2017 annual report still shows a loss.

(iii) United Utilities a slightly different. On a revenue of around £1.6 to £1.7 billion and
an operating profit of around £650m, the group has borrowed £6 billion in 2015
rising to £7 billion in 2017.  Dividends from the major component of profit after
tax, and any capital expenditure seems to be financed mainly by borrowings. We
cannot help feeling that the glossy annual report does not adequately portray the
underlying problems of the growing debt mountain. And the best customer service
indicators hardly do justice to the record complaints of water - as water complaints
topped 2 million in 2016/ 2017.

Carillion won the FTSE 250 category (Tullow was just highly commended) and that failure 
was the topic of detailed discussion in Chapter 6. The narrative and financial statements were 
not consistent with one another and not fair nor balanced. There was no exception reporting by 
the auditors.  

The issue with the HMRC report concerns their statements and attitude towards their customers 
(i.e. tax-payers), whether they (HRMC) claimed a key objective was customer satisfaction. Yet 
there were many press reports of problems in getting through to HRMC. The ICAEW’s bog 
for professional chartered accountants were complaining in volume about the HMRC. The 
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ICAEW reported a record number of complains and problems in even trying to reach the 
HMRC by telephone or postal contact. Other complaints featured on many items being late or 
delayed. There were press reports of clients being penalised if they raised objections1. Yet on 
page 5 the report congratulates itself on how they have helped their customers (improve the 
service that we give our customers as a key objective). And that key objectives was not being 
met – at least according to the press reports of that period.  
 
IMI plc 2016 annual report (http://www.imiplc.com/investors/annual-reports/2016.aspx) 
Out of the FTSE 100 we choose IMI at random to discuss here. There is, however, a tale of 
woes. Revenues are more or less flat and profits (all measures) down with some restructuring 
costs but nothing that looks major compared with other FTSE 100 accounts.  
 
The platitudes star with the Chairman’s statement on Page  1: 

“Our businesses continue to improve…..’ and ‘ 
“This is an exciting time to be part of IMI. Our various strategic growth initiatives are 
laying the foundations for long-term shareholder value creation. Today our underlying 
business is stronger and our ability to compete and win in the marketplace is being 
significantly enhanced. We will be very well placed to deliver accelerated growth  and 
sustainable and profitable progress as market conditions improve. “This is an exciting 
time to be part of IMI”  

 
The strategic review has the following boilerplate expressions: 

Driving efficiency to offset (deteriorating) market conditions.  
Accelerating operational excellence further enhancing competitiveness.  
Establishing a strong foundation for future accelerated growth 
Increasing investment in new product development  
Continuing to innovate to secure leadership position  
Build a sustainable competitive advantage.  
Enhancing competitiveness by offering compelling solutions. 

 
All the operating review of the line operating units were a similar tale of woe. Revenue down, 
operating profit down. Dividends more or less wiped out the total comprehensive net profit for 
the year (2016 accounts).  
 

                                                 
1 See this article: 
https://www.telegraph.co.uk/finance/personalfinance/tax/10032936/HMRC-getting-nastier-
with-taxpayers-who-dare-to-complain.html 
and this ICAEW website for HMRC complaints – found in Google search results: 
https://www.google.com/search?q=phone+delays+to+hmrc+site:ion.icaew.com&sa=X&ved=
0ahUKEwjO9PSZ7uTZAhXEasAKHVv6AdAQrQIINCgEMAA&biw=1920&bih=902 
and 
https://www.google.com/search?source=hp&ei=KHClWu7qMIHmgAaA553ACw&q=phone
+delays+to+hmrc&oq=phone+delays+to+hmrc&gs_l=psy-
ab.3...2277.8613.0.9028.21.20.0.0.0.0.130.1797.18j2.20.0....0...1c.1.64.psy-
ab..1.18.1620.0..0j0i131k1j0i10k1j0i22i30k1j0i22i10i30k1j33i21k1j33i22i29i30k1.0.huy54a
A3AWI 
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Though to be fair on page 9 under Outlook of the Chief executive’s review it did say: 
Based on current market conditions, we expect organic revenues in the first half of 2017 
to reflect a similar percentage reduction to the first half of 2016, with margins slightly 
lower than the first half of last year. Results for the full year are expected to include a 
second half bias reflecting the timing of restructuring benefits and normal trading 
seasonality. 

 
And full marks for their explanation of their consolidated and comprehensive income 
statements in the relevant sections on commentary – excellent explanation.  
 
This is a company with a small overall growth in revenue and a drop in operation profit and a 
smaller drop in profit after tax. The balance sheet showed substantial increases in borrowings 
and other non-current liabilities. However, on balance, the narrative statement seems to be a 
little misleading. It was up to the press reports at the time to report the real story: 
 

Profits at IMI plunged by a fifth in the first half as the UK engineering group continued 
to suffer from weak oil prices and a lack of investment in nuclear energy, underscored 
last night by the UK government’s unexpected move to delay the £18bn Hinkley Point 
project2 

 
Although the weakening pound helped towards the year-end and would mean 2017 results 
would be better than originally thought.  However, preliminary results in 2017 show a modest 
improvement of profitability (+8% or +9%) on revenues (+6%) and they purchased a company 
called Bimba in the US for $198m.  
 
Was the narrative section of the annual report balanced? Not in our view. But not one of the 
worst. Of the first 74 or so pages (out of 160), the overall content seems to indicate a growing 
company Just a couple of paragraphs are balanced and fair.   
 
Conviviality 
Briefly, this AIM listed company only had 65 pages of narrative for an overall 118 page annual 
report for 2017. This greater proportionate length of financial statement was due to the 
company’s choice to produce the full IFRS rules rather than abbreviated FRS 101. Krish liked 
the narrative explanations. The looking ahead section on page 31 seemed to indicate that all 
was well – Krish thinks the wafer thin margins were a big issue that ought to have been 
addressed. Though they missed the biggest problem which was a lack of internal controls. 
Conviviality ceased trading in 2018.  
  

                                                 
2 https://www.ft.com/content/6a9f81b4-c475-3b74-9621-1f4f16366749 
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Private companies 
Of the private companies we picked Specsavers (31,000 employees) which is registered in 
Guernsey – so just an annual review but no full report.  We had already noted that Sir Philip 
Green’s Arcadia Group report is surprisingly honest and factual and balanced. We then choose 
Boots but that is now part of Walgreens so is the Walgreens Boots Alliance and has the US 10-
K report.  
 
We looked at JCB and their consolidated accounts (contained in JCB Service and 
Transmissions and Engineering Services Netherlands BV [not looked at]). The ultimate 
holding company is in the Netherlands  and (Krish’s guess from living there) perhaps even in 
the Dutch Antilles which has special tax privileges.   
 
JCB’s consolidated narratives are brief (2 pages) but factual. No impression management. Less 
informative than Arcadia’s but precise and honest. If this was not controlled by the Bamford 
family, this would be a affair representation though lacking in detail – as one would espect of 
a family business. That is the issue with many private firms. They are run by a family, a group 
of investors or one or more private equity firms.  
 
The largest UK company is J.C. Bamford Excavators Limited, though there are many others 
not consolidated in to this annual report. The strategy report is just over one page long but is 
fair and balanced – and honest. One area that intrigues us was this statements:  

Key performance indicators (KPIs) 
J C Bamford Excavators Limited uses a range of financial and non-financial indicators 
to monitor performance. The key performance indicators are: market share, revenue 
and profit trends, cash generation, research and development investment (Krish – read 
product development) and other operational statistics including health, safety and 
environmental, factory productivity and quality3. 

 
No data mind you. Just this statement but that is interesting. What we noticed in other annual 
reports which thought was missing is the following KPIs which we think are actually vital in 
running any business but which is nearly totally absent in the annual reports we examined: 

a) market share 
b) productivity or headcount information 
c) quality indices (in the automotive sector the car makers use ‘things gone wrong’ after 

various time intervals plus various surveys on customer satisfaction which are internal 
or industry wide4).  

                                                 
3 Page 3 of the Annual Report filed in Companies House for J BC Bamford Excavators 
Limited. 2016. 
4 Those for example produced by JD Power. They have the initial quality study 
http://www.jdpower.com/ratings/study/Initial-Quality-Study-%28IQS%29-by-
Make/2430ENG 
which is given to subscribers in very great detail. And the dependability survey (5 years) 
http://www.jdpower.com/ratings/awards/AUTOS/Vehicle-Dependability-Study/3651ENG 
again provided in great detail to subscribers. The totality of surveys can be seen: 
http://www.jdpower.com/ratings/industry/automotive 
and for the following sectors 



Routledge Focus on Business and Management: Recent Financial Failures 
Disruption in Financial Reporting: A post-pandemic view of the future of corporate reporting  
Appendix to Chapter 5: Disruption in Reporting the Evidence 
Appendix 3.05.4 Some specific examples of narrative reporting 
 
 

Page 5 
 

Awards in 2016 and 2017 
The companies we choose to examine below apply to the PwC award winners in 2016 or 2017 
reports5. The companies we choose to examine include 
Marks & Spencer Group (award winner in 2016, highly commended in 2017) 
Network Rail (award winner in the public sector 2016, highly commended in 2017) 
John Lewis Partnership (highly commended in the private company 2016 and 2017) 
Bakkavor Group was private and is now listed in the FTSE 250. (award winner for private 
business in 2017). 
 
Marks & Spencer Group  
One of the winners (highly commended) was the Marks & Spencer Group (M&S). Their 2017 
annual report is a wonderful display of beautifully laid out material. However in reporting 
terms, the revenue has remained more or less flat. Profits have remained static or declined. The 
margin defined as operating profit over revenue has fallen to 2.4% from around 5%-6% and 
7.5% in 2013. Marks & Spencer has been struggling for years to hold on to market share and 
to stop the haemorrhaging profitability. Of course, they were in the middle of a change in senior 
management.  
 
There is much talk of improving clothing. Whilst food remained strong. Yet examine this FT 
report titled ‘Decline in M&S food sales compounds retailer’s woes’ reported on 11 January 
20186: 

M&S “revealed declining same-store sales in its upmarket food business, a sharply 
worse result than at other large grocers, which have posted rising sales as inflation 
begins to bite. 
The grocery unit, once seen as a prop for a clothing business that has struggled for years 
to hit its stride, registered a 0.4 per cent decline in existing stores, compounding the 
difficulties for M&S in a quarter when same-store clothing sales also fell 2.8 per cent.” 

 
The new incoming chief executive Steve Rowe said that unlike cheaper grocery stores, M&S 
had been unable to increase food prices in line with rising input costs. There is a turnaround 
plan for the clothing stores and according to City A.M. )6 March 2018) it will take time7: 

M&S is closing stores (Source: Getty)  
Marks and Spencer’s chief executive has characterised his turnaround plan as a 
marathon in which the company “is at miles three to four”, analysts have reported. 
In a note published yesterday, analysts at Shore Capital said Steve Rowe was frank at 
a recent investor meeting. He has been overseeing store closures and job cuts at the firm 
whilst trying to lift sales in its embattled clothing arm. 

Now the narrative section in the 2017 annual report does not do justice to the above sentiments.  
 

                                                 
http://www.jdpower.com/ratings-and-awards 
These surveys are most detailed for the US and UK but other countries are covered. 
5 https://www.pwc.co.uk/build-public-trust/the-building-public-trust-in-corporate-reporting-
awards/excellence-in-reporting-award-winners-2017.html 
6 https://www.ft.com/content/3a36c518-f6ae-11e7-88f7-5465a6ce1a00 
7 http://www.cityam.com/281718/ms-chief-says-turnaround-plan-take-time- 
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For example there is no mention of a turnaround plan whatsoever. Do a search on the 140 pages 
and turnaround is not mentioned once (narrative section is the first 91 pages plus covers). 
Restructure is mentioned 3 times once in connection with the head office, once for costs that it 
is not clear whether is just head office, and once for an amount of £24m in the adjusted 
performance metrics of profit before tax (or adjusted £614m from £176 reported profit before 
tax). 
 
On the other hand, M&S is strongly featured is the Friend business awards: winning the best 
overall global sustainability report with a special mention for openness and honesty, and highly 
recommend for its integrated reporting, and also for corporate governance (PwC) winner) and 
executive remuneration. With some disagreements, we endorse these findings but it is just a 
pity that on the basic financial narrative and the strategy there is a degree of fog and the tone 
is not quite right for a company in its position. The Fiends report can be found here: 
https://www.friendstudio.com/about-us/awards/ 
 
Fast forward to the 2017 accounts 
The story is very different and the report is much more honest. Meanwhile our cirticisms of 
the narrative are mild compared with the truth as now revealed: 

Store closure charges wipe out Marks and Spencer profits…Management warns bill for 
shutting 100 retail locations could top £470m…Marks and Spencer’s accelerating 
retreat from the high streets where it has been a presence for decades has virtually wiped 
out full-year profits at the UK retailer. The group on Wednesday said it would take 
exceptional charges of more than £320m to cover the cost of shutting stores and expects 
to incur another £150m of charges as its closure programme rolls on.  The extra costs 
dragged pre-tax profits down 62 per cent to less than £67m. Before exceptionals, pre-
tax profit was £581m, slightly ahead of analysts’ consensus forecasts but behind last 
year’s £614m. 
https://www.ft.com/content/2daa0ae6-5e03-11e8-9334-2218e7146b04 

 
Marks & Spencer to close 100-plus stores by 2022 in ‘radical’ plan. The retailer, which 
has already axed 22 outlets, reveals 14 more that will shut in the next year. Marks & 
Spencer is closing one in three of its core clothing and home branches in a dramatic 
retreat from the UK high street that will trigger thousands of job losses. M&S on 
Tuesday revealed plans to close a total of 100 shops by 2022, as it expanded an existing 
store closure programme. It said the closures were vital for the future of the struggling 
retail business…. 
https://www.theguardian.com/business/2018/may/22/marks-spencer-close-stores 

 
Now the 2017 report has expressions like: Complex corporate structure and culture, Complex 
corporate structure and culture, Unclear accountabilities, Insufficient constructive challenges, 
more to do on style and value, underperformance in food, inefficient supply chains, store estate 
not fit for the future, 
 
The contrast between the 2017 and previous report is remarkable. Even so the re is still too 
much simulacra and back-slapping ‘look how good we are@ type of sentiment and tone in 
the report. But much better. And that begs the question of why management could not have 
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been more honest in the previous year when all their own indicators probably pointed to the 
current report’s better attempt (but not perfect) realism. 
 
John Lewis Partnership  
The John Lewis Partnership has a full report and is honest but that is hidden amongst masses 
of PR and is fairly hard to find. That said this report dovetails as a statement for its partners 
who are the employees. The 2017 report has a chairman’s report: 

 We will strengthen our brands and drive new growth by making material 
improvements to our offer across both Waitrose and John Lewis. 

 We are committed to creating Better jobs, for better performing Partners, on better 
pay. 

 … focus is to strengthen our financial position, both to increase the resilience of our 
balance sheet to market shocks and to build our financial firepower to invest in new 
growth in the future 

Hence, for its employees (called partners) this might be considered aa an exercise in cheer-
leading with abundant simulacra.  A good read. But not especially balanced. The financial 
statements show flat revenue and slightly improved profit measures except for comprehensive 
income  which showed a small loss due to provisions for pensions. However, management 
must have taken the competitive environment more seriously – for Waitrose the food 
supermarket competition from other and lower cost competitors and for the Joh Lewis brand 
(down on operating profit) competition from online sales and, of course, Amazon and a 
lacklustre or stalling UK market. The real story was (as reported by The Guardian on 8 March 
2018):8 

“John Lewis cuts staff bonus as profit falls 77% 
“Annual bonus for 85,000 workers reduced to lowest level since 1954 after ‘challenging 
year’  
“The John Lewis Partnership (JLP) has cut its annual staff bonus to the lowest level in 
64 years after profit plunged at the group…. 
Sir Charlie Mayfield, the chairman of JLP, said it had been a “challenging year”. 
He blamed the downturn in profit and the staff payout – which has been cut for five 
years in a row – on subdued consumer demand and “significant changes to operations 
across the partnership, which affected many partners”. Mayfield said the coming year 
was likely to put further pressure on profit. 

 
Was the 2016/2017 annual report fair and balanced? Not in our view. The 2017/2018. Although 
sales were up there were lots of exceptional items. Bu the real reason for the drop in profits 
was that operating profit before exceptional items down 32.1% - gross margin reset equivalent 
to more than 80% of the shortfall. And John Lewis blamed this mainly on weaker sterling that 
is not the whole story. The real problem is continued competition from online and low-cost 
competitors and a weaker economic climate where UK growth is marginal.  
 
Although the later annual report claims ‘A strong year for Joh Lewis’, talk of inspirational 
products, product differentiation, financial sustainability, delivering more with less, working 
smarter/flexibly, and so on. However we like the 2018 report much better than the 2017 report. 
                                                 
8 See https://www.theguardian.com/business/2018/mar/08/john-lewis-cuts-staff-bonuses-as-
profits-dive-77-percent-weaker-pound-waitrose 
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It is more honest and more informative, though still too much simulacra and how wonderful or 
model is (employee owned business).  
 
Bakkavor Group  
That said we agree that one of its winners was the private company Bakkavor Group and we 
liked that report. The group had an IPO in November 2017 – somewhat hesitatingly as the IPO 
was on then off and then on again. Its initial market capitalisation was around £1 billion and it 
about the same at the time of writing.  
  
Bakkavor Group, now in the FTSE 250, in its glossy annual report, did not mention the growth 
of Amazon Grocery and Lidl which could dent revenues, or the problems facing all of their 
principle customers – this was completely ignored in its section on risk as was Brexit. Now we 
agree that this is more subjective.  
 
Network Rail 
This is only part of the rail experience story. Even so, our gripe with this award winner is the 
fact that rail journeys are a misery for many. Delays over engineering work during the 2017 
Christmas meant returning to work was a misery with few trains running on some lines. Just 
ask anyone using the Southern Region whether they are happy with rail. Jeremy Corbyn’s 
electoral rejuvenation in 2016 was in part attributed to his wish to renationalise rail. So the 
report may have been wonderful but the reality for their regular customers was entirely 
different. Even in the statistic ‘trains on time’ was shown to worsen in the 2016 and the 2117 
report. Type in to Google Network Rail delays and you will find a tale of woes despite a healthy 
income statement for 2016 and 2017.  
 
Authors’ analysis of 70 of the FTSE 350 in 2016 and 2017 
So having looked at some award winners, we then decided to investigate how wide is this 
practice. So we randomly selected and analysed 71 of the FTSE 350 annual reports and found 
a narrative which is not necessarily supported by the financial statements – there was a 
mismatch (in some shape or from) in tone (see specific definition in the reporting context given 
earlier), overall feel and impression. Impression management was present in all of the 71 
reports. Fair enough but when this raises a direct clash with the FRC’s remit of FBU (fair, 
balanced and understandable) then this becomes a problem.  
 
Summary of findings 
Mostly our conclusions was that the narrative was not fair and balanced. And not always 
understandable. The degree of problems we found seems to be independent of size of the 
company/group or the external auditor. So this, if we can call it malaise, is endemic in the FTSE 
350 and has been present since the expanded narrative report. But prior to the large front half 
there was not the same legal requirement to be FBU. Now there is but, if anything, the problem 
has become worse. 
 
The evidence 
We found that the majority of the 71 annual reports had a mismatch of narrative over financial 
statements and several had something which was ignored, overlooked, or omitted. All the 
outsourcing companies were shameful (we think) in their reporting. And, it seemed that the 



Routledge Focus on Business and Management: Recent Financial Failures 
Disruption in Financial Reporting: A post-pandemic view of the future of corporate reporting  
Appendix to Chapter 5: Disruption in Reporting the Evidence 
Appendix 3.05.4 Some specific examples of narrative reporting 
 
 

Page 9 
 

tone and fogginess were correlated with financial performance. The weaker the performance 
the more the tone became positive and the meaning foggy. (This is our casual observation and 
not a scientific study).  
 
The type of statement found may be ‘We are growing...’ whereas in truth revenues are flat or 
is not quite as rosy as the narrative would have us believe. Sometimes the fair or balanced view 
is hidden away or impossibly difficult to find without doing multiple searches on keywords, or 
reading every word. Other problems abound but are similar to the case studies discussed earlier 
in this chapter and earlier chapters.  
 
The defence 
Of course, the narrative in a report is from the management and therefore it is a management 
viewpoint which is biased. That said there remains a cultural and tonal problem. All annual 
reports, so it seems, compete with each other to outdo the PR, outdo the calling card and outdo 
the tone or upbeat presentation of the group or company.  
 
Limits on an auditor's liability - reliance on audited accounts and report 
Although UK liability is a little murky, in general it is difficult to bring a case against an auditor 
(though not impossible). But in respect of the front narrative section the legal opinion9 is that: 

No person, including an auditor, can be subject to any liability to a person other than 
the company whose annual accounts and reports it has audited, which results from 
reliance, by that person or another, on information in: the strategic report, the directors’ 
report, or the directors’ remuneration report. 
 

The fact that the auditors pay less attention to anything written in the native section may be 
because of this zero liability. So an external is not liable and there is always the fall back that 
semantically the meaning of words does not exactly equate to figures in the accounts. Arguable 
there is much leeway. However, when one sees a falling trend and the words talk about growth 
one does wonder how an auditor can miss such a statement. It is not consistent with the 
accounts.  
 
Just a note that when we say the same to the auditors in the Big Four, they say a) it is not their 
job or requirement, b) that the words could be consistent.  
  
 
 
 

                                                 
9 https://www.lexisnexis.com/uk/lexispsl/corporate/document/391387/55YB-2GF1-F186-
H11P-00000-00/An+auditor%27s+duties,+rights+and+liabilities%E2%80%94overview 


